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13. General safety measures 

(1) A tanker within the port’s limits may only open a tank after the tanker is either berthed or is 
at anchor for safety purposes. 

(2) During loading or ballasting of tankers excluding chemical parcel tankers operations the 
gases displaced must, as far as possible, be vented up the mast or wherever the extremity of 
the gas line is placed. 

(3) Flammable liquids in bulk may be handled only at the places provided for that purpose at the 
port and as directed by the Harbour Master.  

(4) No flammable liquid of any description and no water that is contaminated with oil or 
flammable liquid may be discharged, or allowed to escape, into a port. 

(5) The master of a tanker may not discharge clean ballast into a port before back loading 
without the permission of the Harbour Master.   

(6) No work of any description that might cause a fire may be performed on a tanker or within a 
prohibited area except with the permission of the Harbour Master. 
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HARBOUR MASTER’S WRITTEN INSTRUCTIONS FOR THE HANDLING OF FLAMMABLE 
LIQUID CONTAINERS 

These written instructions are issued by the Harbour Master in terms of rule 110(1)(b) the Port 
Rules, which are issued in terms of section 80(2) of the National Ports Act, and section 74(3) of 
that Act. 

1. Purpose of these instructions 

The purpose of these written instructions is to ensure safety, security, efficiency, good order 
and the protection of the environment. 

2. Application of these instructions 

In addition to the Port Rules, these written instructions apply at a port to vessels conveying, 
shipping or discharging containers that hold or held flammable liquids. 

3. Interpretation 

(1) For the purposes of these instructions ― 

(a) “Certified chemist” means a person who holds a B. Sc degree in chemistry or a 
recognised equivalent certificate, or who has successfully completed a specialised 
course in Chemical Tanker or Oil Tanker Safety Training Program in accordance with 
the South African Code of Maritime Qualifications published by SAMSA, and who has at 
least two years laboratory experience and specialised training in the testing of 
atmospheres in vessels; 

(b) “Empty container” means a container that has contained flammable liquid having a 
flash point not exceeding 61 degrees Celsius; 

(c) “Flammable liquids” means a liquid, or mixture of liquids, or liquids containing solids 
in solution or suspension (except substances otherwise classified on account of their 
dangerous characteristics), which give off a flammable vapour at or below 61 degrees 
Celsius closed-cup test (corresponding to 65.6 degrees Celsius open-cup test), normally 
referred to as the “flashpoint”. This includes liquids offered for transport at 
temperatures at or above their flashpoint, and, substances transported or offered for 
transport at elevated temperatures in a liquid state, which give off a flammable vapour 
at temperatures equal to or below the maximum transport temperature; 

(d) “Flash point” means the lowest temperature at which the application of a flame 
causes the vapour above a liquid to ignite when the product is heated under prescribed 
conditions, in a closed container; 

(e) “Gas free” means that the tank, compartment or container has sufficient fresh air 
introduced into it in order to lower the level of any flammable, toxic or inert gas to that 
required for any purpose; 
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(f) “Prohibited area” means that area on the wharf adjacent to the vessel conveying, 
discharging, or shipping flammable liquids in containers, demarcated as a prohibited 
area by means of a fence or barricade or ropes and notice boards.   

4. Notices of prohibited areas 

During shipping and discharging operations of containers carrying or having carried 
flammable liquids, the Harbour Master may require that the wharf area be barricaded off and 
one or more notice boards bearing the words “NO SMOKING” and “PROHIBITED AREA” be 
displayed conspicuously. 

5. Loading and discharging of flammable liquid containers 

(1) Containers with flammable liquids and empty containers that had flammable liquids in them 
must be discharged directly into trucks or semi-trailers or loaded directly from trucks and 
semi-trailers into the vessel.  

(2) Despite sub-rule (1), if the Harbour Master is of the opinion that this is not practicable, the 
containers may be stacked in an open space that has been demarcated for this purpose. 

(3) A flammable gas intensity detector must be provided by the vessel and retained in the 
custody of a fire fighter contracted by the vessel, who must, before the handling of cargo 
and at half-hourly intervals during handling, conduct tests in the hold of the vessel to 
establish whether any dangerous concentration of gas exists. 

(4) In the event of a dangerous concentration of gas being detected ― 

(a) all operations must cease and the hold must be evacuated and ventilated; and; 

(b) normal operations may not be recommenced without the hold being certified gas-free. 

(5) Flammable liquid containers and empty containers that had flammable liquid in them may not 
be handled during electrical storms. 

(6) Flammable liquids in containers may not be discharged or shipped unless the containers are 
certified ISO containers. 

(7) Damaged containers may only be discharged with the approval of the Harbour Master and 
subject to the conditions that he or she may impose in the interests of safety, security, good 
order and the protection of the environment. 

(8) No quantity of flammable liquids in excess of 25 kilolitres may be stacked within a port 
except with the permission of the Harbour Master and subject to the conditions that he or 
she may impose in the interests of safety, security, good order and the protection of the 
environment. 

(9) No repair work within the hold, or on adjacent decks, or within adjacent compartments, may 
be carried out except with the permission of the Harbour Master and subject to the 
conditions that he or she may impose in the interests of safety, security, good order and the 
protection of the environment. 

6. Stowing of flammable liquids 

(1) When flammable liquids in transit are stowed in a hold that is not opened or stowed on deck, 
precautionary measures must be taken as may be required by the Harbour Master in the 
interests of safety, security, good order and the protection of the environment. 
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(2) If flammable liquids in transit are stowed in a hold which is being worked for other cargo, no 
person may smoke or carry out any repair work in that hold, and sufficient fire fighters, 
equipped with a flammable gas-intensity gas detector, must be in attendance while the hold 
is being worked. 
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ACT 
To promote the orderly development of the piped  gas industry; to  establish a 
national regulatory framework; to establish a National Gas Regulator as the 
custodian and enforcer of the national regulatory framework;  and to provide for 
matters connected therewith. 

E IT  ENACTED by the Parliament of the  Republic of south Africa, as 
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CHAPTER i 

DEFINITiONS AND OBJECTS 

Definitions 

1. In this Act, unless  the  context  indicates  otherwise- 
”chief executive officer” means  the  person  appointed in terms of section l l (1) ;  25 
“customer” means  a  person  purchasing  gas,  or  purchasing  transmission,  storage 
or  distribution  or  liquefaction  or  re-gasification  services; 
“Department” means  the  Department of Minerals  and  Energy; 
“distribution” means  the  distribution of bulk  gas  supplies  and  the  transportation 
thereof by pipelines  with  a  general  operating  pressure of more  than 2 bar  gauge  and  30 
less  than 15 bar  gauge  or  by  pipelines  with  such  other  operating  pressure  as  the  Gas 
Operator  may  permit  according to criteria  prescribed  by  regulation to points of 
ultimate  consumption  or to reticulation  systems,  or  to  both  points of ultimate 
consumption  and  reticulation  systems,  and any other activity incidental  thereto, 
and  “distribute”  and  “distributing”  have  corresponding  meanings; 35 
“distribution  company” means  any  person  distributing  gas; 
“eligible customer” means  a  customer  who in the  prescribed  manner  may  buy  gas 
directly from  suppliers  without  the  intervention of a  distribution  company; 
“gas” means all hydrocarbon  gases  transported  by  pipeline,  including  natural  gas, 
artificial gas,  hydrogen  rich  gas, methane rich  gas,  synthetic  gas,  coal  bed  methane 40 
gas,  liquefied  natural gas,  compressed  natural  gas,  re-gasified  liquefied  natural  gas, 
liquefied  petroleum gas  or any  combination  thereof; 
“Gas Regulator” means  the  National  Gas  Regulator  established by section  3; 
“licensee’’ means  any  person  holding  a  licence  granted by the  Gas  Regulator in 
terms of this Act; 45 
“liquefaction” means  converting  natural  gas  from  a  gaseous  state  to  a  liquid  state; 
“mine” means  “mine”  as defined in the  Minerals Act, 1991  (Act  No.  31 of 1991); 
“Minister” means  the  Minister of Minerals  and  Energy; 
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“person” includes any organ of state as defined in section 239 of the  Constitution; 
“prescribed” means  prescribed by regulation or by  rules; 
“price” means the charge for gas to a  distributor,  reticulator or final customer; 
“production” means the recovery,  processing,  treating  and  gathering of gas from 
wells in the earth  up to the  boundary of the mine,  or  the manufacture of synthetic 5 
or artificial gas, or the manufacturing of any gases  in the refining process  up to  the 
boundary of the factory, and any other  activity  incidental  thereto, and  “produce” 
and  “producing”  have corresponding meanings; 
“re-gasification” means  converting  liquefied  natural  gas to a gaseous state at a 
re-gasification plant; 10 
“regulation” means a regulation  made  under  section  34( I);  
“reticulation” means the division of bulk gas supplies  and  the  transportation of 
bulk  gas by pipelines with a general operating pressure of no more than  2 bar gauge 
to points of ultimate  consumption,  and any other activity  incidental  thereto,  and 
“reticulate” and “reticulating” have corresponding  meanings; 15 
“rule” means by a rule made under  section 34(3); 
“service” means any service  relating to  the transmission,  distribution, storage, 
trading,  liquefaction or re-gasification of gas; 
“specification” means the chemical and  physical composition, calorific  values and 
Wobbe Index of the  gas that conforms to recognised  international  standards  and  the 20 
pressure of the gas at point of entry to shared systems; 
“storage” means the holding of gas as a service and any other activity  incidental 
thereto, but excludes  storage of gas in pipelines which  are used  primarily for  the 
transmission and distribution of gas; 
“storage company” means any person  storing gas; 25 
“tariff” means  the  charge for  gas services to any customer; 
“this Act” includes  the  regulations; 
“trading” means  the  purchase and sale of gas as a commodity by any person and 
any services  associated  therewith,  excluding the construction  and  operation of 
transmission,  storage  and  distribution  systems, and “trading  services” has a 30 
corresponding  meaning; 
“transmission” means the bulk transportation of gas by  pipeline  supplied  between 
a source of supply and a distributor,  reticulator,  storage company  or eligible 
customer, or any other activity  incidental  thereto, and  “transmit”  and “transmit- 
ting” have  corresponding meanings;  35 

“uncommitted capacity” means such  capacity determined by the Gas Regulator 
in a liquefaction,  re-gasification,  transmission, storage  or distribution  facility as is 
not required to meet  contractual  obligations. 

( 6  transmission company” means any person  transmitting  gas; 

Objects of Act 40 

2. The objects of this  Act  are to- 
(a) promote  the efficient, effective,  sustainable and orderly  development  and 

operation of gas transmission,  storage,  distribution,  liquefaction  and re- 
gasification facilities  and  the  provision of efficient, effective and sustainable 
gas  transmission, storage, distribution,  liquefaction,  re-gasification  and 45 
trading services; 

(b)  facilitate  investment in the  gas industry; 
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(c) ensure the safe, efficient. economic  and  environmentally  responsible  trans- 
mission, distribution,  storage,  liquefaction  and  re-gasification of gas; 

id)  promote  companies in the  gas industry that are  owned or controlled by 
historically  disadvantaged  South Africans by means of licence conditions so 
as to enable  them to become  competitive; 5 

( e )  ensure that gas transmission, storage, distribution,  trading,  liquefaction  and 
re-gasification  services are  provided  on an equitable  basis  and that the 
interests and needs of all  parties concerned  are taken into consideration; 

cfl promote  skills  among employees  in  the  gas industry; 
(g) promote  employment  equity in the gas  industry;  10 
(h)  promote the development of competitive markets for gas  and  gas  services; 
(ii facilitate  gas  trade between the Republic and  other  countries;  and 
(j) promote access to  gas in an affordable and safe  manner. 

CHAPTER I1 

NATIONAL  GAS  REGULATOR 1s 

Establishment of Gas Regulator 

3. The National Gas Regulator is hereby  established as a juristic person. 

Functions of Gas Regulator 

4. The  Gas Regulator  must, as appropriate,  in  accordance  with  this Act- 
(a) issue  licences for- 20 

(i)  construction of gas transmission,  storage,  distribution,  liquefaction and 

(ii) conversion of infrastructure into transmission,  storage,  distribution, 

(iii)  operation of gas transmission, storage, distribution,  liquefaction and  25 

(iv) trading in gas; 

tion,  trading,  liquefaction and re-gasification of gas; 

in terms of section 26(2); 

re-gasification facilities; 

liquefaction  and  re-gasification  facilities; 

re-gasification facilities; and 

(b )  gather  information  relating to the production, transmission,  storage,  distribu- 

(c) issue notices in terms of section  26(1) and, if necessary,  take  remedial  action 30 

( d )  undertake  investigations and inquiries into the  activities of licensees; 
( e )  consult  with  government departments and  other  bodies  and  institutions 

regarding any matter  contemplated  in  this Act; 
(fl consult with government departments and  gas regulatory  authorities of other 35 

countries to promote  and facilitate the construction, development and 
functioning of gas transmission, storage, distribution,  liquefaction  and 
re-gasification facilities and services; 

(g) regulate  prices  in  terms of section 21(l)(p) in the prescribed  manner; 
(h )  monitor and approve, and if necessary regulate, transmission  and storage 40 

tariffs and take appropriate  action when necessary to  ensure that they are 
applied in a non-discriminatory manner as contemplated in section 22; 

(i) expropriate land or any right  in, over  or in  respect of such  land as is necessary 
for the performance of a licensee's  functions; 

( j )  promote  competition  in  the  gas industry; 45 
( k )  promote the optimal use of available gas resources; 
(2) take  decisions that are  not  at  variance  with  published  Government policy; 
(m) publish from time to time a list of other legislation  applicable to  the  gas 

industry; 
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(n) perform any activity incidental to the performance of its functions; 
(0 )  make  rules  in  accordance with section 34(3); and 
(p )  exercise  any  power or perform any duty conferred  or imposed on it under any 

law. 

Constitution of Gas Regulator 5 

5. (1) The Gas Regulator  consists of five par-time members  appointed by the 

(2) The Minister must designate one of the members appointed  under  subsection ( 1) 

(3) If the  chairperson is for any reason  unable to perform his or her  duties,  the other 10 

Minister. 

as chairperson of the  Gas Regulator. 

members must choose another person from  among themselves to act as chairperson until 
the  chairperson  can  resume his or her  duties or  another chairperson is appointed  by  the 
Minister. 

(4) ( a )  A member of the Gas Regulator holds office for a period of four years. 
(b)  The Minister  may  reappoint  a  member. 15 
( c )  If a  member of the Gas Regulator  ceases to  hold office, the  Minister  may  appoint 

another person in his or her place for the remainder of the  term of  office  of that member. 
( 5 )  Members of the  Gas Regulator  must be paid for their  services  such  remuneration 

and allowances as the  Gas Regulator may determine with the approval of the Minister 
and the concurrence of the  Minister of Finance. 20 

Disqualifications and requirements regarding appointment to Gas Regulator 

6. (1) No person may be appointed or remain  as  a member of the Gas Regulator if that 
person- 

(a )  is not a South African citizen  resident  in the Republic of South Africa; 
(b )  is an unrehabilitated  insolvent; 25 
(c) has been convicted of an offence involving dishonesty; or 
(d) is in the employ  of, or affiliated to, an organ of state in any sphere of 

government, or has any conflict of interest in this  regard. 
(2) The Minister  must  appoint, as members of the Gas Regulator,  persons who- 

(a )  have adequate legal,  technical.  business,  economic or other experience 30 
relevant to  the transmission,  storage or distribution of gas or trading  in  gas; 

Ib) are collectively  representative of South  African society as a whole; 
(c) are committed and available to fulfill their role  as  members of the Gas 

(d) demonstrate  impartiality  and  objectivity, 35 
Regulator;  and 

in such a manner  that  a  fair  balance between continuity  and  capacity  building is 
achieved. 

(3) Before appointing  members to the Gas Regulator,  the  Minister  must by notice  in 
the Gazette call for nominations from  members of the  public. 

(4) All  members must- 40 
( a )  upon  appointment  disclose if he or she  is  in  the employ of or acts  as  a 

consultant to,  or has any relationship  with any person, firm, association or 
company  engaged  in the exploration for gas, or the  production, transmission, 
storage,  distribution,  liquefaction or re-gasification of gas or trading in gas. or 
has any pecuniary  interest  in any such firm,  association or  company; 45 

(b)  upon  appointment  disclose if his or  her  spouse, life partner, child,  business 
partner or associate or employer  is in  the employ of or acts as a consultant  to, 
or has  any  relationship with any person. firm, association or  company  engaged 
in the  exploration  for  gas or  the production,  transmission,  storage,  distribu- 
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tion,  liquefaction  and  re-gasification of gas  or trading in gas, or has any 
pecuniary  interest  in any such  firm,  association or  company; and 

(c)  notify the Minister  and the Gas Regulator  when  those interests  change. 
( 5 )  A member must not at any  time  be  present during the  discussion of,  or  the making 

of a  decision on, or take part in, any matter before  the Gas Regulator  in  which  that 5 
member or his or her spouse, life  partner, child, business  partner or associate or 
employer,  other than the State, has a direct  or  indirect  interest. 

(6) If a  member  acquires or  contemplates acquiring an interest  contemplated  in 
subsection (4)(a), such  member must immediately in  writing  declare that fact to the 
Minister  and the Gas  Regulator. 10 

Vacation of office and termination of appointment 

7. (1) A member of the Gas Regulator must vacate his or her office if that member- 
(a )  becomes of unsound  mind; 
(bj has been absent from more  than two consecutive  meetings  without  leave of 

(c)  resigns by written notification to  the  Minister; 
(d) materially  breaches  any  duty imposed  on  him  or  her in terms of this Act;  or 
( e )  becomes  disqualified from  being a member on any of the  grounds  referred to 

the chairperson for each absence; 15 

in section 6( 1). 
(2) The Minister  may  terminate the appointment of a member of the  Gas  Regulator if 20 

such member behaves in a manner contrary to the provisions of section 9. 

Meetings of Gas Regulator 

8. (1) ( a )  The Gas  Regulator  must  meet  at such  times and  places as may  be  determined 
by the  chairperson. 

( 6 )  The chairperson  must  call such  meetings of the Gas Regulator as are necessary for 25 
the  proper  performance of its  functions. 

(2) The chairperson  shall,  upon  a  written request of the chief  executive officer or  two 
other members, convene  a  special  meeting to  be held within two weeks  after  the  date of 
receipt of such request. 

Regulator  must  determine the procedures to be followed at such meeting. 
(3) Unless  other  procedures  are  prescribed, the  chairperson of any meeting of the Gas 30 

(4) The quorum for any meeting of the  Gas  Regulator  is a majority of its  members. 
( 5 )  ( a )  The decision of the  majority of the  members present at a meeting  constitutes 

a decision of the Gas Regulator. 
(b) In the  event of an equality of votes on any matter the person  presiding  at the 35 

meeting has a  casting  vote  in  addition to his or  her deliberative  vote. 
(6) No decision  taken by the Gas Regulator  is invalid  merely  because of a  vacancy on 

the Gas Regulator or because  any  person not entitled to sit as a member  sat as such 
member  at  the  time  when  the  decision was  taken if the rest of the members  present  at the 
meeting and entitled to sit as  members  at the  meeting constituted a quorum  and  the 40 
decision was taken by a  majority of those  members present  and  entitled to vote. 

(7) The Chief  Executive Officer or, if unavailable,  an  employee of the Gas  Regulator 
designated by the  Chief  Executive Officer, must  attend all meetings of the Gas Regulator 
and has the right to speak, but not vote, at  such  meetings. 

proprietary or commercially  sensitive  information is tabled for discussion, in which case 
an affected  person  must  convince  the  Gas Regulator as to why such information  should 
not be disclosed to the  public. 

(b) If the Gas Regulator  takes a decision  in  any other  manner than  at  a formal meeting, 
such  decision comes  into effect immediately  but  must  be  reduced to writing, signed by 50 
a majority of the members  and  submitted for  noting at  the  first formal meeting of the Gas 
Regulator  following the decision. 

(8) (a) Any meeting of the Gas Regulator is open  to  the public  unless  confidential, 45 
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( c )  The Gas Regulator  must cause a  record of all of its proceedings to  be kept. 

Duties of members of Gas Regulator 

9. Members of the Gas Regulator may exercise all their powers  under  this Act and 
must- 

( a )  perform all their duties in terms of this Act; 5 
(b) act in a justifiable and transparent manner whenever  the exercise of their 

(c) at all times act in the interest of the  Gas Regulator and not in their  own or 

(d) act  independently of any undue  influence or instruction; 10 
(e) recuse  themselves from and refrain from voting on or discussing  any matter 

pending before  the  Gas  Regulator  in  which they have a  direct or indirect 
interest; and 

(f) act  in  a  manner  that is required  and  expected from the  holder of a public office. 

discretion is required; 

sectoral  interests; 

Decisions of Gas Regulator 15 

10. (1) Any  decision of the Gas  Regulator must be- 
( a )  consistent with the  Constitution and this Act; 
(b) in the public  interest; 
(c)  within the  powers of the  Gas Regulator,  as set out in  this Act; 
(d) taken within a  procedurally  fair  process in which all affected persons  have the 20 

opportunity to submit  their  views  and  present  relevant  facts  and evidence at 
their own expense to the Gas  Regulator; 

(e) based on facts and evidence that must be  summarised  and  recorded  with the 
decision; 

(SI in  writing;  and 25 
(g) explained  clearly  as to its  factual and  legal  bases  and  the reasons  therefor. 

(2) Any decision of the  Gas  Regulator and the  reasons  therefor  must  be available  to 

( 3 )  Any  person  adversely affected by a  decision of the Gas Regulator  may  bring such 
the  public. 

decisions  under  review by the High Court. 30 

Personnel of Gas Regulator 

11. (1) The  Gas  Regulator must  appoint  a  chief  executive officer for the Gas 

(2) Subject to the  directions of the Gas Regulator,  the chief executive officer is 
Regulator. 

responsible for- 35 
( a )  the  day-to-day  management of the  affairs of the Gas Regulator; and 
(6)  administrative  control over the employees appointed  under subsection (3). 

'(3) The chief  executive officer may appoint employees, or contract with any  person, 

(4) The chief  executive officer and other  members of the  personnel of  the  Gas  40 
to assist  the Gas  Regulator in the  performance of its functions. 

Regulator  must  be  paid such remuneration,  allowances,  subsidies  and other benefits  as 
the  Gas  Regulator, with the approval of the Minister  and  the  Minister of Finance, may 
determine. 

( 5 )  Notwithstanding  subsections (1) and (3) ,  the  Minister may  determine that the Gas 
Regulator  appoint  or  make use of persons employed or contracted by another licensing 45 
or regulatory  authority falling  under the Minister's  jurisdiction. 

changes required by the context. 
(6) Section 9 applies to any member of the personnel of the Gas Regulator,  with the 

Funds of Gas Regulator 

12. The  funds of the Gas Regulator  consist of- 
( a )  appropriations from  the National Revenue  Fund; 
(bj levies  imposed by or under  separate  legislation;  and 

50 
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I C )  charges  for  dispute  resolution  and other  services  rendered. 

Accounting by Gas Regulator 

13. (1) The Gas  Regulator  must  perform  its  functions in accordance with the  Public 

( 2 )  The Gas  Regulator  must  open  one  or  more  accounts in its name  with one or more 5 
Finance  Management  Act,  1999  (Act  No. 1 of 1999). 

recognised  financial  institutions  and  deposit  therein all money  received  from  the  sources 
contemplated in section 12. 

(3) The financial  records of the  Gas  Regulator  must  be  audited by the  Auditor- 
General. 

(4) The financial  year of the  Gas  Regulator  starts  on 1 April of one  year  and  ends on 10 
31 March of the  following year. 

Reporting by Gas Regulator 

14. The  annual report  for  public  entities  required in terms  of  the  Public  Finance 
Management  Act,  1999  (Act  No. 1 of 1999), must  be  accompanied  by  information on the 
following  matters: 15 

(a) Licences  granted,  amended  or  withdrawn; 
(b)  regulations  made  and  directives  issued; 
(c)  the  envisaged  strategies of the  Gas  Regulator; 
(d) the  existing  position  and  envisaged  commercial  developments  with  respect to 

the transmission,  storage,  distribution,  liquefaction  and  re-gasification  of  gas 20 
and  the  gas  trade; 

(e) the  position  regarding  health  and  safety  in  the  industry;  and 
(s) such  other  matters as the Gas  Regulator  may  deem  necessary. 

CHAPTER 111 

GAS LICENCES AND REGISTRATION 25 

Activities requiring licence 

15. (1) No person may without a licence  issued by the  Gas Regulator- 
(a) construct  gas  transmission,  storage,  distribution,  liquefaction and re-gasifica- 

tion  facilities or convert  infrastructure  into  such  facilities; 
(b)  operate  gas  transmission,  storage,  distribution,  liquefaction or re-gasification 30 

facilities;  or 
(c) trade in gas. 

( 2 )  Notwithstanding  subsection (I) ,  a person  engaged in an activity referred  to in 
Schedule 1 is not  required  to  apply for or to  hold a licence to engage in such activity, but 
a person  engaged  in an activity referred  to in items 1 and  2 of that  Schedule  must  register 35 
the  operation as contemplated in section 28. 

(3) The Gas  Regulator may- 
( a )  determine  whether  any  person  is  engaged  in  any of the activities requiring a 

licence  as  contemplated  subsection (1); 
(b) direct  any  person  engaged  in  any  of  the  activities  requiring a licence  in  terms 40 

of subsection  (1)  who  is  not in possession of the  necessary  licence to cease 
such activity. 

(4) (a) Nothing in this Act  precludes any person  from  discussing  the  contemplated 
construction  of, or conversion of infrastructure  into,  gas  facilities,  the  operation  thereof 
or the  envisaged  trading in gas  with  the  Gas  Regulator  prior  to filing a licence  45 
application. 

in paragraph (a) with  such  information as may  facilitate  the filing of an application. 
(b)  The Gas Regulator  must,  subject to section  29(4),  furnish a person  contemplated 
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Application for licence 

16. (1) Any person  who  has to apply for a licence  in terms of section  15  must do so 
in the  prescribed form and in accordance  with  the  prescribed  procedure. 

(2) Any  application  contemplated  in  subsection (1) must include- 
(a )  the name,  company number (if any) and principal  place of business of the 5 

applicant; 
(b)  particulars of the owners  or shareholder of the applicant if the applicant is not 

a natural  person; 
(cj documents demonstrating the administrative, financial and  technical abilities 

of the  applicant; 10 
jd) a description of the  proposed  facility to  be constructed or operated, or the 

proposed trading to be  conducted, including maps and diagrams where 
appropriate; 

(e) a general  description of the type of customers  to  be served and the tariff or gas 
price  policies to be applied;  15 

If) the plans and ability of the  applicant to  comply with all applicable labour, 
health,  safety and environmental  legislation; 

(3)  a detailed  specification of the gas that will be traded  under  the licence;  and 
(hj such  other particulars as may be  prescribed. 

(3) The applicant may request  confidential  treatment of commercially sensitive  20 
information contained in an application  and, subject  to concurrence by the Gas 
Regulator,  such  information may be  withheld from publicly  available  copies of the 
application. 

Advertising of application for licence 

17. (1) When application is  made for a licence as  contemplated in section 16, the  25 
person  concerned  must  publish a notice of the  application  in at least  two  newspapers 
circulating  in  the  area of the proposed  activity  in  any  two official languages, one of 
which  must be English. 

(2)  The advertisement  must state- 
(a )  the  name of the applicant; 30 
(b) the object of the  application; 
(c j  the place where  the  application will be available  for  inspection by any 

member of the  public; 
(dj the period within  which any objections to the issue of the  licence  may  be 

lodged  with  the Gas Regulator; 35 
(e) the  address of the Gas Regulator  where any objections may be  lodged;  and 
cf) that  objections  must be substantiated  by  way of an affidavit or  solemn 

(3) The advertisement  contemplated in subsection (1) must  be  published for  such 
declaration. 

period or in such number of issues of a newspaper as may be prescribed. 40 

Particular information to be supplied by applicant 

18. Before considering an application for a licence in  terms of this  Act,  the Gas 

(a)  if it is of the view that the proposed construction of gas  facilities or  the 
proposed  provision of gas services  should  be  altered to provide  access to  third 45 
parties,  must  inform the applicant of that view  and  request the applicant to 
supply  reasons as to why the  application  should not be considered subject  to 
the  imposition of such condition; 

( b )  may direct the applicant to alter the plans for  the proposed  construction of gas 
facilities or the proposed  provision of gas services in order to comply with  50 
applicable health,  safety or environmental  legislation; 

section 17(2)(fj in order to allow  the applicant  to respond  thereto; 

application  properly;  and 55 

Regulator- 

(c)  must furnish the applicant  with all substantiated  objections contemplated in 

(d) may request  such  additional  information as may be necessary to consider the 
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( e )  must  publish  the  criteria  contemplated in section 19(2), if applicable,  and 
allow  the  applicant an opportunity  to  amend its application. 

Finalisation of application 

19. (1) The  Gas  Regulator  must  decide on an  application in the  prescribed manner 
within 60 days- 5 

( a )  after  the  expiration of the  period  contemplated in section 17(2)(dj, if no 

(bj after receiving  the  response of the  applicant  to  objections as contemplated  in 
objections  have  been  received; or 

section 18(c). 
(2) The  Minister may direct that when  the  Gas  Regulator decides  upon  a  licence 10 

application  to  establish  a  specified  gas  transmission  pipeline,  gas  storage facility, 
liquefaction or re-gasification facility or to  convert  infrastructure  into  such  facilities, or 
to  operate  such  facilities,  the  Gas  Regulator  shall  satisfy itself that such  application 
meets,  inter alia, criteria  specified  by  the  Minister,  which  criteria  must be based  upon 
and  must reflect- 15 

(a )  the  national  interest; 
(b) the  promotion  of  regional  growth; or 
(c) any  other  social  objective. 

(3) The Gas  Regulator  must  provide  the  applicant  with  a  copy of its decision as well 

(4) The Gas  Regulator  must  issue  separate  licences for- 
as  a  list of the'factors  on  which  the  decision  was  based. 20 

(a )  the  construction of gas  transmission,  storage,  distribution,  liquefaction  and 
re-gasification  facilities  or  the  conversion of infrastructure  into  such  facilities; 

(b) the  operation of gas  transmission,  storage or distribution  facilities;  and 
(c)  trading in gas. 25 

Disposal of gas assets controlled by State 

20. Whenever  any  state-controlled  entity  that  acquired  a  licence  pursuant  to  the 
provisions of section 19(2) sells any of its shares or any  of its assets or part  thereof, 
covered by such  a  licence,  to  any  privately  controlled entity, it shall do so by means of 
an open  and  transparent  bidding  procedure. 30 

Conditions of licence 

21. (1) The  Gas  Regulator  may  impose  licence  conditions  within  the  following 

(a )  A licensee  must  carry  out  the  construction,  operation  or  trading  activities for 
which  the  licence is granted; 35 

(b) licensees  must  provide  information  to  the  Gas  Regulator of the  commercial 
arrangements  regarding  the  participation of historically  disadvantaged South 
Africans  in  the  licensees'  activities  as  prescribed by regulation  and other 
relevant  legislation; 

(c)  the  gas  transmission,  storage,  distribution,  trading,  liquefaction  and  re- 40 
gasification activities of vertically  integrated  companies  must  be  managed 
separately  with  separate  accounts  and  data  and  with no cross-subsidisation; 

Id) third  parties  must in the  prescribed  manner  have  access  on  commercially 
reasonable  terms  to  uncommitted  capacity  in  transmission  pipelines; 

( e )  interested  parties  must  be  allowed  to  negotiate  changes  with  transmission 45 
companies in the  routing,  size  and  capacity  of  proposed  pipelines; 

(f) interested  parties  must  be  allowed  to  negotiate  with  transmission  companies 
for increases  in  compression of existing  transmission  pipelines  and all 
pipeline  customers  must  benefit  equitably  from  reduced  costs  resulting  from 
the  increased  volume: 50 

framework of requirements  and  limitations: 
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(8) transmission  companies  are  not  obliged to incur  any  additional  expenditure to 
provide  the  changes  referred  to in paragraphs (e)  and (f, and  the  total  cost  for 
the  pipeline  must be shared  equitably  between  the  transmission  company  and 
the parties  requesting  the  change; 

(h)  licensees  must  allow  interconnections  with  the  facilities  of  suppliers of  gas, 
transmitters, storage  companies,  distributors,  reticulators  and  eligible  custom- 
ers, as long as the  interconnection is technically  feasible  and  the  person 
requesting  the  interconnection  bears  the  increased  costs  occasioned  thereby, 
which  must  be  taken  into  account  when  setting their tariffs; 

( i )  third parties must in the  prescribed  .manner  have  access  on  commercially 
reasonable  terms  to  uncommitted  capacity  in  storage  facilities; 

(j) interested  parties  may  negotiate  with  storage  companies  for  changes in  the 
capacity of storage  facilities; 

(k )  storage  companies  are  not  obliged  to  incur  any  additional  expenditure to 
provide  the  changes  contemplated  in  paragraph (jj and  the  total  cost  for  the 
storage facility must be shared  equitably  between  the  storage  company  and  the 
party  requesting  the  change; 

( I )  apart  from  direct sales via  physical  by-passes  to  eligible  customers  who  may 
alternatively  have  access to the  distribution  network  at  the  distributor’s 
discretion, a distributor  will be granted an exclusive  geographic  area,  but  only 
for a particular  range of specifications  of  gas  determined  by  the Gas 
Regulator; 

(m) a  distributor  will  be  granted  the  construction,  operation  and  trading  licences 
for its exclusive  geographic  area. The construction  and  operation  licences  will 
be exclusive  for  the  period of validity of such  licences,  and  the  trading  licence 
will be  exclusive  for  a  period  determined by the  Gas  Regulator; 

(n )  an  exclusive  geographic  area  must  be  based  on  the  distributor’s  ability  to 
supply  present  and  future  potential  consumers at competitive  prices  and 
conditions; 

( 0 )  gas  must  be  supplied  by  a  licensed  distributor  within  its  exclusive  geographic 
area  to  any  person on request, if such  service  is  economically  viable; 

( p )  maximum  prices  for  distributors,  reticulators  and all classes of consumers 
must be approved by the Gas Regulator  where  there  is  inadequate  competition 
as  contemplated in Chapters 2 and 3 of the  Competition  Act,  1998  (Act No. 89 
of 1998); 

(9) an advisory  service  with  regard to the  safe  and efficient use,  handling  and 
storage of gas must  be  provided to  customers  other  than  eligible  customers,  by 
the  trading  licensee; 

(r)  licensees  must  maintain  their  facilities in a fully  operative  condition; 
(s j  all customers in a licensed  distribution  area,  except  eligible  customers  and 

reticulators, must  purchase  their gas from the  distribution  company  licensed 
for  that area; 

( t )  the  time  period  within  which gas facilities  will  become  operational  must  be 
fixed; and 

( u )  licensees  must  provide  information  necessary  for  the  Gas  Regulator  to 
perform  its  functions. 

(2) (a) Any  person  aggrieved  by a condition  imposed  by  the  Gas  Regulator  in  terms 
of subsection (1) may in the  prescribed  manner  apply  to  the  Gas  Regulator  to  have  the 
condition  reviewed. 
(6) If the  aggrieved  person  is  not  the  licensee  the  Gas  Regulator  must  inform  the 

licensee  regarding  the  application  for  review. 
(c) Whenever  there  is  an  application  for  review in terms of paragraph (a )  the Gas 

Regulator  must  conduct  an  investigation and may  for  that  purpose  summon  witnesses to 
appear  before  it. 

Non-discrimination 

22. (1) Licensees  may  not  discriminate  between  customers or classes  of  customers 
regarding  access, tariffs, prices,  conditions  or  service  except  for  objectively justifiable 
and  identifiable  differences  regarding  such  matters  as  quantity,  transmission  distance, 
length  of  contract,  load  profile,  interruptible  supply  or  other  distinguishing  feature 
approved by the  Gas  Regulator. 
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(2) The prohibition of discrimination  referred to in subsection (1) applies  to actions by 
licensees in favour of their  related  undertakings in particular. 

Term of licence 

23. (1) Any licence  issued in terms of this Act is valid for a period of 25 years or such 

(2) A  licensee may apply to have  his or her licence renewed. 
(3) An application for  renewal must be granted, but the Gas Regulator may set new or 

(4) A  licensee may not  assign  its licence  to  another party. 

longer period as  the Gas  Regulator may  determine. 5 

different licence  conditions. 

Amendment of licence 

24. (1) The  Gas Regulator may vary, suspend  or  remove any of the  licence  conditions, 
or  may include additional conditions- 

(a )  on application  by the  licensee; 
(b) with the permission of the  licensee; 
(c) upon non-compliance  by  a licensee with a  licence condition; 
(d )  if  it is necessary for the.purposes of this Act;  or 
( e )  on application  by  any affected party. 

(2) The procedure to be followed in varying,  suspending,  removing  or  adding any 
licence  conditions is as prescribed. 

10 

15 

Revocation of licence on application 20 

25. (1) The  Gas Regulator  may revoke a licence on the application of a licensee if- 
(a )  the licensed  facility or activity is  no longer  required; 
(b) the licensed  facility or activity is not economically justifiable;  or 
(c) another person is willing and  able to assume the rights and obligations of the 

licensee  concerned  in accordance with the requirements and objectives of this 25 
Act, and a new licence  is issued to  such person. 

( 2 )  Licensees  must  give the Gas Regulator at  least 12 months notice in  writing of their 

(3) The form  and  procedure to  be  followed in revoking  a  licence  under subsection (1) 
intention to cease their activities. 

is as prescribed. 30 

Contravention of licence 

26. (1) If a licensee  contravenes or  fails  to comply  with a condition of a licence  or any 
provision of this  Act, the Gas  Regulator  may  serve a notice on such  licensee  in  which the 
licensee is directed to comply with  the condition  or  the provision of the  Act  within a 
reasonable  period specified in the notice. 35 

(2) If a licensee fails to comply  with a notice contemplated  in subsection (1) the Gas 
Regulator may sit as a tribunal  and, with  due regard to section 10, decide on the  matter 
and may impose a penalty of a fine not exceeding R2 000 000,OO per day for  each  day 
on which  the  contravention or failure to comply continues. 

amount of any penalty. 

subsection (2) may bring such decision  under  appeal to  the High Court. 

subsection (2) in order  to  counter  the effect of inflation. 45 

(3) The Gas  Regulator  must consider the seventy of non-compliance in  deciding the 40 

(4) Any person adversely  affected by a decision of the tribunal  contemplated  in 

( 5 )  The Minister may by notice  in the Gazette amend the amount referred to in 

Revocation of licence by court 

27. ( I )  The Gas Regulator may by way of application on notice of motion apply to  the 
High Court for an order  suspending or  revokmg a licence if there  exists any ground 
justifying such  suspension or revocation, such as failure of the licensee  to carry out  the 
construction,  operation or trading  activities for which the licence was granted. 50 
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(2) The court before which an application is made under  subsection (1) may grant or 
refuse the application and may make  such order as to  costs and  maintaining the services 
of the licensee as it may  deem fit. 

Registration with Gas Regulator 

28. (1) An owner of an operation  involving any of the following  activities  must 5 
register the operation with the Gas Regulator: 

(a )  The production or importation of gas; or 
(b)  an activity  referred to in  items 1 and 2 of Schedule 1. 

(2) The  owner contemplated  in  subsection (1) must  provide  the  Gas Regulator with 

(3) Any application for registration  in terms of subsection (1) must  be  submitted in the 
such  information concerning  the activities of the operation as  may  be  prescribed. 10 

prescribed form. 

CHAPTER IV 

GENERAL PROVISIONS 

Entry, inspection and gathering,,of information by Gas Regulator 15 

29. (1) For  the purposes of this  Act, any person authorised thereto in writing  by  the 

( a )  at all reasonable  times  enter any property on which a licensed activity is taking 
place and inspect any facility, equipment,  machinery,  book,  account or  other 
document found thereat;  and 20 

(b) require any person to furnish the  Gas  Regulator with such information as may 
be  necessary for the proper  application of this  Act. 

(2) The Gas Regulator may require  that the accuracy of any information  furnished in 
terms of subsection (1) be verified on oath  or by way of a solemn declaration. 

(3) A person authorised by the Gas Regulator as  contemplated in subsection (1) must 25 
show the authorisation to any  person  requesting  it. 

(4) No information obtained by  the Gas Regulator in  terms of t h s  Act  which is of a 
non-generic,  confidential,  personal,  commercially sensitive or of a  proprietary nature 
may be  made  public or otherwise disclosed to my person without  the  permission of the 
person to whom that information  relates, except  in  terms of an  order of the High Court. 30 

Gas  Regulator may- 

Voluntary resolution of disputes by Gas Regulator 

30. (1) (a )  The Gas Regulator may, with the approval of the  parties to a dispute,  act as 
mediator or arbitrator in any matter  concerning the trading of gas  or  the rendering of 
services. 

(bj When acting as arbitrator,  the Gas Regulator must  issue a  decision on  the matter. 35 
(2) ( a )  The  Gas  Regulator may, on request of the parties involved,  appoint  a person, 

Suitable to the Gas Regulator and such  parties, to act as mediator or arbitrator on behalf 
of the Gas Regulator in any matter  contemplated in subsection (1). 

(b )  Any decision of an arbitrator so appointed  must be regarded as being the decision 
of the  Gas  Regulator. 40 

(3) Any decision taken  by the Gas Regulator  acting as arbitrator or by an arbitrator 
contemplated  in  subsection (2) is binding on  the parties to the  dispute. 

Investigations by Gas Regulator 

31. (1) The Gas Regulator  must  conduct  investigations  into  complaints by- 
( a )  customers  relating to the  supply of gas; 45 
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(b) customers  relating to unreasonable  or  excessive  prices  or tariffs imposed by a 

(c) any customer  concerning  unreasonable  differences  regarding  the  supply  of  gas 
licensee;  and 

or  gas  services by licensees. 
(2) Notwithstanding  subsection (I), the Gas Regulator  may  not  conduct  investiga- 5 

tions into  disputes  concerning  breach of contract  between a licensee  and  an  eligible 
customer. 

(3) A complaint  contemplated  in  subsection (1) must  be  submitted  within  the 
prescribed  period  and in the  prescribed  manner  and  be  accompanied by- 

(a) supporting  information;  and 10 
(b)  a description of efforts made to resolve  the  dispute  before  resorting  to  the Gas 

Regulator. 

Expropriation of land by Gas Regulator 

32. (1) In pursuit of the  objects of this  Act,  the Gas Regulator  may  expropriate  land, 
or  any right in,  over  or in respect  of  land  on  behalf of a licensee  for  gas  transmission, 15 
storage,  distribution,  liquefaction  or  re-gasification  facilities in accordance  with  section 
25 of the  Constitution. 

(2) The  procedure  to  be  followed in giving effect to  subsection (1) must  be  prescribed. 
(3) The Gas Regulator  may  exercise  the  powers  contemplated in subsection (1) only 

if it  is satisfied that- 20 
(a)  a licensee  is  unable  to  acquire  land  or a right  in,  over  or in respect of such  land 

by agreement  with  the  owner;  and 
(b) the  land or  any  right  in,  over  or in respect of such land is  reasonably  required 

by a licensee  for  gas  transmission,  storage,  distribution,  liquefaction  or 
re-gasification facilities which  will  enhance  the  Republic’s gas infrastructure. 25 

Rights of licensee in respect of premises or land belonging to others 

33. (1) (a) Subject  to  subsections (2) and (3),  a licensee  may  lay  and  construct  pipes 
for  the  distribution of gas  under  or  over  any  such street, and  may  from  time  to  time 
repair, alter or  remove any  pipes so laid  or  constructed  within its licenced  area of supply. 

(b) The  licensee  is  responsible  for  any  restoration  necessary as a result of the  acts 30 
referred  to in paragraph (a). 

(2 )  Before  exercising a power  contemplated in subsection ( l ) (a ) ,  a licensee  must 
consult  and  coordinate  with  the  authority  in  whose area of jurisdiction  the  street  in 
question is situated,  except in cases of emergency. 

(3) A licensee  must  exercise a power  contemplated in subsection (l)(a)-- 35 
(a) in accordance  with a route  and  in  terins of specifications  approved  by  the 

(b) except in cases  of  emergency,  under  the  supervision of the  authority 
authority  concerned; and 

concerned. 
(4) Any pipe,  meter, fitting, work or  apparatus  belonging  to a licensee  and  lawfully 40 

placed  or  installed above  or under  any land  or upon  any  premises  not in  the  licensee’s 
possession  remain  the  property of and  may  be  removed  by  such  licensee. 

(5 )  Subject  to  subsection (6) any  person  authorised  thereto  in  writing by a licensee 
may  at all reasonable  times  enter  any  premises  to  which  gas is or has  been  supplied- 

(a)  in order  to  inspect, repair, replace  or  alter any  pipe,  meter, fitting, work and 45 

(b) the  purpose of ascertaining  the  quantity of gas  consumed;  or 
( c )  where a gas  supply is no  longer  required,  for  the  purpose of removing  any 

apparatus  belonging  to  such  licensee; 

pipe,  meter, fitting, work  and  apparatus  belonging  to  such  licensee. 
(6) Any  person  entering a premises  under  subsection (5) must- 50 

(a)  except in cases of emergency, make  arrangements  with  the  occupant  or  owner 

(6)  adhere  to  all  reasonable  security  measures of the  occupant  or  owner of the 
of the  premises  before  entering  such  premesis; 

premises; and 
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(c) exhibit  his  or  her  authorisation at the  request of such  occupant  or  owner. 

Regulations and  rules 

34. (1) The  Minister  may,  by  notice  in  the Gazette, make  regulations  regarding- 
(a) ensuring  fair  administrative  action  by  the  Gas  Regulator; 
(b )  criteria  for  distribution; 5 
(c) the  qualifying  thresholds  and  other  requirements that must  be met by  a  person 

in order  to qualify  as an eligible  customer  and  the  conditions  under  which  such 
eligible  customer  may  purchase  gas  from  a  supplier  or  trader; 

(d) the  rehabilitation of land  used in  connection  with  the  transmission,  storage, 
distribution.  liquefaction  or  re-gasification of gas or the  trading  therein, the 10 
provision of security  for  rehabilitation  purposes  and  the  composition  and 
amount of such  security; 

(e)  the  determination  of  gas  specifications; 
u) the  procedure to be  followed  and  fees  to  be  paid in mediation  and  arbitration 

(g) the  procedure  to  be  followed at. and  the  time  within  which,  expropriation 

(h )  the  rendering of information  to  the  Gas  Regulator; 
(i) price  regulation  procedures  and  principles; 
( j )  mechanisms  to  promote  historically  disadvantaged  South  Africans; and 20 
( k )  any other  matter  that  may  or  has to be  prescribed,  or  determined  or  provided 

(2) Before  promulgating  regulations  contemplated  in  subsection (I), the  Minister 

proceedings; 15 

proceedings  must  be  conducted; 

for by regulations  in  terms of this Act. 

must- 
(a)  consult  with  the  Gas  Regulator;  25 
(6) invite  public  comments  on  such  regulations;  and 
(c)  duly consider  the  comments. 

(a) the  procedures  to  be  followed  at  meetings of the  Gas  Regulator; 
(b) the  keeping  of  records by the  Gas  Regulator; 30 
(c) the form  and manner,  and  contents  of licence  applications; 
(d) the  publishing of licence  applications  and  the  contents  thereof; 
(e) the form  and  manner in which  objections  to  licence  applications  must  be 

lodged  and  the  furnishing  thereof  to  the  applicant  for  his  or  her  response 
thereto; 35 

(3) The  Gas  Regulator  may  make  rules  regarding- 

(j) the  procedure to be  followed in considering  licence  applications; 
(g) the  publishing of information  relating  to  uncommitted  capacity by the  holders 

of transmission  or  storage  licences  .and  the  publishing of prices for  gas 
supplied  to  customers  other  than  eligible  customers  by  the  holders of 
distribution  licences; 40 

(h)  the  procedure to be  followed in the  variation,  suspension  or  removal  or  the 
revocation of licence  conditions; 

(i) the form in  which  registration  must be  lodged; 
(j) the  procedures  to  be  followed  in  investigations,  including  the  summoning of 

( k )  the  inspection of and  enquiry  into  the  construction  and  operation of any  gas 

(1) consultation  with  interested  and  affected  parties. 

witnesses  and  the  payment of witness  fees;  45 

facility  or  any  trading  in  gas;  and 

Transitional provisions 

35. (1) Any  person  owning  or  operating  gas  facilities  or  trading in gas  prior  to  the 50 
commencement of this Act must,  within six months  after  the  commencement,  submit  to 
the  Gas  Regulator  an  application  for  a  licence in terms of this Act. 

(2) (a) The  Gas  Regulator  must  grant  a  licence  contemplated  in  subsection (l), unless 
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it finds  that  the  applicant is unable  or  unwilling to  own  or  operate  gas  facilities  or to trade 
in gas in a  manner  consistent with the  objectives  and  provisions of this Act. 

(b) Any  licence  issued in terms of paragraph (a )  must  for all purposes  be  regarded as 
a  licence  issued in terms  of  section 19. 

Mozambique Gas Pipeline Agreement 5 

36. (1) In this section, “the  agreement”  means  the  Mozambique  Gas  Pipeline 
Agreement,  as  it  existed  immediately  before  the  date of commencement  of this Act, 
entered  into  between  the  Minister,  the  Minister of Trade  and  Industry and Sasol Limited 
concerning  the  introduction of natural  gas by pipeline  from  the  Republic  of 
Mozambique  into  the  Republic.  1 0 

(2) Despite  anything to the  contrary  in this Act,  the  agreement  binds  the  Gas 
Regulator until 10 years  after  natural gas  is first received  from  Mozambique. 

(3) From the  date of the  conclusion  of  the  agreement,  the  terms of the  agreement 
relating  to  the  following  matters  constitute  conditions  of a licence  issued in terms  of 
section 19: 15 

(a )  Exclusive  rights  and  periods  granted  in  respect of transmission  and 

(b) third party  access to the  transmission  pipeline  from  Mozambique  and to 

(c) prices charged by Sasol for gas; 20 
(d) %sol’s obligation  to  supply  customers,  distributors  and  reticulators  with  gas; 

(e) administration of the  agreement. 

distribution of gas; 

certain of Sasol’s  pipelines; 

and 

(4) The Gas Regulator  must  formally  issue  licences  to  the  entities  contemplated in the 
agreement  and  may  impose  such  conditions in respect  of  each  licence in terms  of this 25 
Act  as  are  not  contrary  to  the  agreement. 

Short title 

37. This  Act  is  called  the Gas Act, 2001,  and  comes into operation  on a date 
determined  by  the  President  by  proclamation  in  the Gazette. 
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SCHEDULE 1 

EXEMPTION FROM OBLIGATION TO APPLY FOR AND HOLD A LICENCE 

(Section lS(2)) 
1. Any person  engaged  in  the  transmission of gas  for  that  person’s  exclusive  use. 
2. Small  biogas  projects  in  rural  communities  not  connected  to  the  national gas 

3. Gas reticulation and any  trading  activity  incidental  thereto. 
4. Liquefied  petroleum  gas  supplied  from  a  bulk  storage  tank or cylinder,  piped 

at  less  than 2 bar gauge and  crossing no more than  four  erf  lines  between 
separate  property  boundaries. 

pipeline  grid. 

























































 

1 
 

 

Annex T    Declaration of Interest 

 

1. General 

1.1. This Declaration of Interest Form is to be duly completed and signed by each Bidder which is 

a Project Company, each Shareholder thereof, and where the Bidder is a consortium, by each 

Member of the Bidder (for purposes of this Declaration, the “Member”). 

1.2. Failure to complete this form may lead to disqualification. 

1.3. ‘Related’ in this form means a relationship formed on the basis of any one or more of (i) family 

(including spouses and in-laws), (ii) friendship, (iii) business acquaintance, (iv) professional 

engagement, or (v) employment). 

2. Disclosure of Interest 

2.1. Please state if the Bidder or any Member or any individual who is a director, officer, employee 

or shareholder of any Member is Related, in any manner, to any employee of TNPA or 

Transnet and or to any other Government official or person directly involved in the 

Procurement Programme in respect of the Multipurpose Terminal, who may be involved with 

the evaluation of Bid Responses. 

Yes / No [The Member is required to circle the applicable response] 

If so, state particulars: 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

U
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2.2. Please state if the Bidder or any Member or any individual who is a director, officer, employee 

or shareholder of any Member is Related, in any manner, to any employee of TNPA or 

Transnet and or any other Government official or person with the ability to influence the 

decision of TNPA with respect to the appointment of the Preferred Bidder and or the Reserve 

Bidder.  

Yes / No [The Member is required to circle the applicable response] 

If so, state particulars: 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

2.3. Is any national public entity, or provincial public entity (both as defined in the Public Finance 

Management Act No. 1 of 1999), or a person employed by a national public entity or a 

provincial public entity, a Contractor of or participating as a Member, or a shareholder (direct 

or indirect) of any Member, of the Bidder?  

Yes / No [The Member is required to circle the applicable response] 

If so, state particulars: 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

……………………………………………………………………………………… 

3. Declaration in respect of Litigation  

3.1. Please describe the extent of any material pending or threatened litigation or legal 

proceedings (civil or criminal, and including any investigations or complaint proceedings 

conducted against the Member in terms of the Competition Act, 89 of 1998 or in terms of any 

other legislation providing for investigations or complaint proceedings) in which the Member is 
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involved as at the Bid Submission Date, or has been involved during the last 5 (five) years, 

instituted by any South African organ of state against the Member. If the Bidder or Member 

has something to declare, please provide all details in the space provided below. If the Bidder 

or Member has nothing to declare, please insert “nothing to declare” in the space provided 

below. [Add extra pages to be appended to this Declaration if necessary.]  

………………………………………………………………………………………  

………………………………………………………………………………………  

………………………………………………………………………………………  

………………………………………………………………………………………  

3.2. Please describe in detail: 

3.2.1. all occurrences of a failure by the Member to timeously complete any contracts (a) with any 

South African organ of state; or (b) relating to any Government project or procurement 

programme;  

3.2.2. any incidences of damages deducted or recovered within the last 5 (five) years by any South 

African organ of state in relation to a contract with the Member, or by any person in relation to 

any Government project or procurement programme; and  

3.2.3. any contract between the Member and any South African organ of state which was terminated 

during the past 5 (five) years on account of failure by the Member to perform on or to comply 

with the contract. If the Bidder or Member has something to declare, please provide all details 

in the space provided below. If the Bidder or Member has nothing to declare, please insert 

“nothing to declare” in the space provided below. [Add extra pages to be appended to this 

Declaration if necessary.]  

………………………………………………………………………………………  

………………………………………………………………………………………  

………………………………………………………………………………………  
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4. Declaration of Past Supply Chain Practices  

4.1. Is the Member or any of its directors listed on the National Treasury database as companies 

or persons prohibited from doing business with the State / public sector?  

Yes / No [The Member is required to circle the applicable response]  

If yes, state particulars:  

………………………………………………………………………………………  

………………………………………………………………………………………  

………………………………………………………………………………………  

4.2. Is the Member or any of its directors listed on the Register for Tender Defaulters in terms of 

section 29 of the Prevention and Combating of Corrupt Activities Act No. 12 of 2004? 

4.3. Yes / No [The Member is required to circle the applicable response]  

If yes, state particulars:  

………………………………………………………………………………………  

………………………………………………………………………………………  

4.4. Was the Member or any of its directors convicted by a court of law (including a court outside 

of the Republic of South Africa) for fraud or corruption during the past five years?  

Yes / No [The Member is required to circle the applicable response]  

If yes, state particulars:  

………………………………………………………………………………………  

………………………………………………………………………………………  
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DECLARATION 

I, the undersigned (Name of authorised individual representing the Member) 

CERTIFY THAT THE INFORMATION FURNISHED IN THIS DECLARATION IS COMPLETE, TRUE 

AND CORRECT. I ACCEPT THAT TNPA MAY DISQUALIFY MY BID RESPONSE IN THE EVENT 

THAT THE INFORMATION FURNISHED ABOVE IS IN ANY RESPECT UNTRUE, INCORRECT OR 

INCOMPLETE. 

Signature___________________________________________________________ 

Date_______________________________________________________________ 

Position____________________________________________________________ 

Name of Member_____________________________________________________ 

Name of Bidder_______________________________________________________ 

Who warrants his / her authority hereto 

 



Annex J – Form of Preferred Bidder Guarantee 

 

[To be submitted on the letterhead of the issuing institution] 

By: [insert name of issuer of the Preferred Bidder Guarantee] 

In favour of: Transnet National Ports Authority. 

Terms with initial capital letters, unless otherwise defined herein, have the meanings given to them in 

the RFP. 

WHEREAS Transnet National Ports Authority (“TNPA”), a division of Transnet SOC Limited has 

issued a Request for Proposals (“RFP”) in respect of the design, financing, Construction, Operation, 

and Maintenance of the Multipurpose Terminal for the purpose of entering into, inter alia, the Terminal 

Operator Agreement with TNPA;  

AND WHEREAS pursuant to the RFP, TNPA has selected [insert the names of each Member of the 

Preferred Bidder consortium, or the name of the Preferred Bidder] (“Preferred Bidder”) as a Preferred 

Bidder in the Procurement Programme for which it submitted a Bid Response; 

AND WHEREAS TNPA requires the Bidder to provide an on demand guarantee in favour of TNPA in 

the 

the Bidder as the Preferred Bidder under the RFP; 

AND WHEREAS we, [insert name of guarantor institution] (“Bank / [Insurer (substitute throughout if 

applicable)]”) have agreed to issue this guarantee to secure such undertakings and obligations of the 

Preferred Bidder (“Preferred Bidder Guarantee”). 

NOW THEREFORE  

1. The Bank, duly represented by _____________________________________ being duly 

authorised to sign this Preferred Bidder Guarantee, hereby irrevocably and unconditionally 

guarantees and as a primary obligation undertakes to pay TNPA without objection or 

argument amounts not exceeding in aggregate the Guarantee Amount, such payment(s) to be 

made by the Bank upon first written demand by TNPA being received at the Bank’s counter, 

situated at [●], attention [●], declaring that the Preferred Bidder has: 

1.1. breached any law relating to the Procurement Programme or is disqualified from the 

Procurement Programme as a result of its actions or omissions; 

W



1.2. failed to extend the term of guarantee after agreeing to TNPA’s request to extend the expiry 

date of the Preferred Bidder Guarantee: and or 

1.3. failed to sign the Terminal Operator Agreement within the time period specified in clause 8 

(Timetable of the Procurement Programme) of Part I (General Requirements, Rules and 

Provisions); 

1.4. revoked, repudiated or withdrawn its Bid Response. 

2. More than one demand may be made under this Preferred Bidder Guarantee, provided that 

the aggregate amount payable shall not exceed the Guarantee Amount. 

3. Payment of the amounts so demanded will be made without set-off or deduction to the 

following account, or such other account as TNPA may notify the Bank in writing: 

Bank: Standard Bank of SA 

Account Name: TNPA Head Office 

Account: 401 947 092  

Branch: Parktown Branch 

Branch Code: 000355  

 

4. This Preferred Bidder Guarantee shall be valid and effective from the date of its issue until the 

earlier of (a) the expiry of the Bid Validity Period (as it may be extended in terms of the RFP); 

and (b) the date on which the Preferred Bidder complies with the requirements of any protocol 

issued by TNPA.  

5. The Preferred Bidder Guarantee shall remain valid during the period described above 

notwithstanding the Bidder’s insolvency, winding-up, liquidation, business rescue, dissolution 

or deregistration, whether provisionally or finally.  

6. Notwithstanding the above provisions, this Preferred Bidder Guarantee shall terminate and be 

returned to the Bank within fifteen (15) Business Days of payment of an amount or amounts 

which, in aggregate, equal the Guarantee Amount, or of expiry of Preferred Bidder Guarantee 

as set out above. 

7. This Preferred Bidder Guarantee shall be governed by the laws of the Republic of South 

Africa, and the parties hereto consent and submit for the benefit of TNPA to the non-exclusive 

jurisdiction of the High Court of South Africa, Gauteng Division, Pretoria.  

___________________________    ___________________________   

Signature of Representative    Signature of Representative 



Date:________________    Date:______________ 
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Port Operations Performance Standards 

Terminal Operator Performance Standards (TOPS) 

 

 

 



Topics 
 

 What is TOPS 

 Key Principle of TOPS 

 Aims of TOPS 

 TOPS Development Process 

 TOPS Consultation  

 Methodology 

 Scope of Measures for TOPS 

 Systematic STAT 

 Port Capacity 

 Benefits to Stakeholders 

 



What Is TOPS And How Will It Work? 
 

 

 The TNPA issued Terminal Operator Licenses (TOL’s) in July 2012.  Clause 14 of the 
TOL provides for Terminal Operator Performance Standards (TOPS) 

 
 TOPS are a set of key performance measures applicable to the performance of the 

Terminal / Terminal Operator as well as the applicable norms / standards for such 
measures  
 

 TOPS are issued in writing by the TNPA to the Terminal Operator will be determined 
for a set performance measures as applicable to the operation 

 
 The TNPA’s oversight in ensuring that TOPS are met: 

 The Terminal performance against TOPS is assessed quarterly by TNPA 
 The Terminal Operator to effect remedial action to ensure that TOPS is met 
 

 TOPS will be reviewed and / or revised annually in line with the anniversary date of 
the TOL (01 July 2014) 

 



Terminal Operations Performance Standards (TOPS) 
 

 

Informed and expected levels of performance for specific Terminal operations/processes.  

 

 TOPS PERFORMANCE CRITERIA 

 Volume throughput 

 Volume of cargo per ship working hour 

 Turnaround times (cargo, ship, road and rail) 

 



Key Principles Adopted In TOPS 

 Constructive engagement between the TNPA and Terminal Operators to improve 
port performance 

 A consultative approach to inform the determination of TOPS 

 Standardized and consistent methodology as per TNPA TOPS Toolkit across all 
Terminal Operators 

 Emphasis on cargo flows, productivity, efficiency and competitiveness of South 
African Ports 

 TOPS focus on, inter alia on port / terminal capacity informed by demand, 
current operational realities, performance expectations, applicable internal and 
international benchmarks  and good order 

 Emphasis on performance and remedial action.  Where large performance gaps 
exist against the desired standard,  interim targets may be set to remedy the 
situation over time whilst being mindful of the standard 

 Repeated non achievement of targets will be approached in terms of Clause 14.9 
and Clause 20 (breach and remedial action) of the TOL.  The mechanisms for 
Clause 14.9 will be developed in consultation with port users in the 2014/15 
year.  

 Develop and grow a data driven and validation based and auditable approach to 
TOPS 



TOPS Aims To Facilitate The Smooth Flow Of Cargo (Containers) 

Anchorage Apron Terminal Berth 

In
te

rm
o

d
a

l 

CARGO FLOWS 

• Berthing delays • Berth productivity 
• Ship Working Hour / ATS 

• Throughput 
• Container dwell 

time 

• Truck turnaround time 
• Truck waiting time  
• Rail turnaround time 



TOPS Aims To Facilitate The Smooth Flow Of Cargo (Break Bulk / MPT) 

7 

Anchorage Apron Terminal Berth 

In
te

rm
o

d
a

l 

CARGO FLOWS 

• Berthing delays • Berth productivity 
• Ship Working Hour / ATS 

• Throughput 
• Cargo dwell time 

• Truck turnaround time 
• Truck waiting time  
• Rail turnaround time 



TOPS Aims To Facilitate The Smooth Flow Of Cargo (Liquid Bulk) 

Anchorage Terminal Berth 

In
te

rm
o

d
a

l 

CARGO FLOWS 

• Berthing delays • Berth productivity 
• Ship Working Hour / ATS 

• Throughput 
• Cargo dwell time 

• Truck turnaround time 
• Truck waiting time  
• Rail turnaround time 



TOPS Aims To Facilitate The Smooth Flow Of Cargo (Dry Bulk) 

Anchorage Terminal Berth 

In
te

rm
o

d
a

l 

CARGO FLOWS 

• Berthing delays • Berth productivity 
• Ship Working Hour / ATS 

• Throughput 
• Cargo dwell time 

• Truck turnaround time 
• Truck waiting time  
• Rail turnaround time 



TOPS Aims To Facilitate The Smooth Flow Of Cargo (Ro Ro) 

Anchorage Terminal Berth 

In
te

rm
o

d
a

l 

CARGO FLOWS 

• Berthing delays • Berth productivity 
• Ship Working Hour / ATS 

• Throughput 
• Unit dwell time 

• Truck turnaround time 
• Truck waiting time  
• Rail turnaround time 



Standard TOPS Development Process 

Inputs 
 

• Ports Act 
• TNPA MDS 
• TNPA OPS Strategy 
• TOL’s 
• Consultations with 

TO’s Stakeholders 

Controls 
• Ports Act 
• TOPS processes and formats  

Develop and 
standardise 

concepts 
Draft TOPS 

Set up 
TOPS 

consult 
sessions 

First  
TOPS  

consult 
session 

Revise 
draft  
TOPS 

Quality 
assurance 

Second / 
final  TOPS 

consult 
session 

TNPA  
issues 
TOPS 

Resources 
• Head of TOPS Project 
• Port Managers 
• Functional support 
• Terminal Operators 

Output 
 

• ISSUED TOPS 



TOPS Consultation 

1
2 

Who Purpose 

Terminal Operators Determine TOPS through a consultative development process and to embed TOPS 
within the operational and oversight relationship between TNPA and the Terminal 
Operator 

Transnet Alignment with Transnet of corporate targets (MDS) to ensure integration with CAPEX 
and operational performance / delivery 

Department of Public Enterprises Alignment with Shareholder expectations regarding the performance of the South 
African Ports system and strategic investment decisions 
 

Ports Regulator Integration of the port efficiency component with other aspects of the port tariff model 

PCC’s Consult as per PCC mandate to inform and where necessary validate TOPS 

Port Users and Cargo Owners Inform and where necessary validate TOPS 



Standard TOPS Methodology 

Terminal 
capacities 

Market 
demand 

 

Current 
actuals and 

targets 

Question Source of info / Action 

• What is the current terminal 
capacity? 

• TNPA or terminal simulations, 
desktop calculations 

• What is the level of market 
demand to be serviced and what 
portion will this terminal serve? 

• Terminal and TNPA Commercial 
departments, Customers 

• What are the gaps between 1,2, 
and 3?  
 

• Comparison, discuss and set 
standards / targets for 
throughput  

• Vessel reports 
• Out turn reports 

2 

1 3 



Standard TOPS Methodology 

1
4 

Berth / ship 
productivity 

Question Source of info / Action 

• What is the current GCH or Tons / hour 
productivity of cranes, ship loaders, conveyer 
systems, pumps etc? 

• Terminal Operator, Customers 

• What is the rated performance of the 
equipment and why is the rated performance 
not met? 

• Uncontrollable exclusions must be noted in the 
measures 

• Terminals, Equipment suppliers 

• Understand reasons for gaps.  These may be 
supply chain or bottleneck related!  Equipment 
may need to be upgraded or replaced 
 

• Comparison, discuss and set standards / 
targets for equipment productivity  

4 

Truck TAT 
and 

queuing  

5 

Rail TAT  

6 

Question Source of info / Action 

• What is the current Truck TAT or prevailing 
truck congestion outside terminals? 

• What is the Rail TAT and the % trains departed 
on time 

• Trend analysis from terminals and customers, 
trucking associations 

• Does the terminal operator manage truck 
arrival patterns?  Is there a booking system? 

• Comparison, discuss and set standards / 
targets 



Standard TOPS Methodology 

1
5 

Question Source of info / Action 

• What is the current vessel 
berthing delays attributed to the 
terminal? 

• Marine Services, Terminal 
Operator, Customers 

• Uncontrollable exclusions must 
be noted in the measures 

• Terminals, Equipment suppliers 

• Understand reasons for gaps.  
These may be supply chain or 
bottleneck related!  Equipment 
may need to be upgraded or 
replaced 
 

• Comparison, discuss and set 
standards / targets for 
equipment productivity  

Terminal 
berthing 
delays 

7 



Standard TOPS Methodology 

1
6 

Inputs 
 

• Ports Act, Commercial Ports policy 
• Terminal Operator Licence 

 
• Installed, utilised and spare capacity of terminal  
• Market demand for the commodity/ies or sector 
• Capability of current equipment and resources 

against performance expectations and 
internationally accepted thresholds and ranges  
(benchmarks) 

• Commercial arrangements with customers 

Draft TOPS /  
Revised TOPS / 

Issued TOPS 



Scope Of Measures For TOPS 
 

 

Measure Stated in Applicable to Managed by  

Terminal Berthing 
Delays 

Average hours per vessel Terminals using dedicated berths 

Operational 
relationship, 
quarterly 
assessments, Clause 
14.9 and Clause 20 of 
TOL 

Berth Productivity TEU’s per berth hour  Terminals using dedicated berths 

Ship Working Hour Containers per ship hour 
Tons per ship hour 
Kl per ship hour 
Units per ship hour 

All terminals 

Truck Turnaround 
Time 

Average minutes 

Terminals with road haulage 
Truck Queuing Time 
(outside terminals) 

Average number of vehicles 

Rail Turnaround Time Average Hours Terminals with rail haulage 

Cargo Dwell Time Average days All terminals 

Terminal throughput TEU’s, Tons, Kl, Units  All terminals 

The above measures are supported by standard definitions and calculation methods 
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Systemic View Of Ship Turnaround 

1

8 

A C B E F 

TB = Time In Berth 

TD = Dwell Time In Port 

D 
TW = Vessel Working Time 

A = WAITING FOR BERTH (T2– T1)   B = SAILING IN (T3 – T2)    

C = WAITING FOR GANGS (T4– T3)    D = WORKING  (T5– T4) 

 

E = PREPARING TO SAIL (T6– T5)   F = SAILING OUT (T7– T6)   

TB = TOTAL TIME ON BERTH (T6 – T3)   TD = PORT DWELL TIME (T7 – T1) 

T1: Port Limits 

T2: Pilot on board 

T3: Tie First  Line 

T5: Last Lift 

T6: Untie Last Line 

T7: Pilot off board 

T1, T2, T3, T6 &T7 

available from TNPA 

CMR  

T4 & T5 from  

Terminal 

Operators 

T4: First Lift 



TOPS Benefits to All Port Players 

TOPS = improved 
port performance, 

increased volumes / 
revenues with 

decreased 
 costs    

 

Stakeholders, Service 
Providers and Suppliers 

Expect: 
• Economic growth 
• Job creation 
• Access to the port industry 
• People development 
• Minimised externalities 
• Sustainability 

Port Authority Marine Services 

Shipping Lines 

Terminals Cargo Owners 

Expect: 
• Cargo and vessel volumes 
• Targeted levels of capacity 

utilisation  
• High productivity levels 
• Quick turnaround of 

vessels 
• Smooth logistics flows 
• Market growth 

 

Expect: 
• Cargo volumes 
• Compliance with schedules 
• High productivity levels 
• Flexibility 
• Reduced operating costs 
• Market growth 

Expect: 
• Cargo volumes 
• Terminal  productivity 
• Performance of service 

providers 
• Reduced operating cost 
• Market growth  

Expect: 
• Targeted volumes 
• Asset utilisation 
• Vessel handling 

productivity levels 
• Demand coverage 
• Competency 
• Safety 
• Sustainability 

Expect: 
• Compliance with dwell 

times and lead times 
• Storage 
• Cargo handling 

productivity 
• No cargo degradation or 

damage 
• Reduced costs  

http://www.shipphotos.co.uk/pages/balticland.htm
http://www.123rf.com/photo_10416564_stacked-color-cargo-containers-over-the-blue-sky-with-clouds.html
http://en.wikipedia.org/wiki/File:TILX290344.JPG


Thank you 



ANNEXURE Z 

BID RESPONSE FORM 

We______________________________________________________________________________ 

[name of entity, company, consortium, close corporation or partnership] 

Of [full address] 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

carrying on business trading/operating as 

_________________________________________________________________________________ 

_________________________________________________________________________________ 

_________________________________________________________________________________ 

represented by 

_________________________________________________________________________________ 

in my capacity as 

_________________________________________________________________________________ 

being duly authorised thereto by a Resolution of the Board of Directors or Members or Certificate of 

Partners, as per Annex L (Resolution of Board of Directors) of this RFP (a certified copy of which is 

Annexed hereto) hereby offer to undertake the Project at the prices determined in terms of Part III 

(Evaluation Criteria) of this RFP). 

1. We agree to be bound by those conditions in TNPA’s: 

1.1. terms of this RFP; and 

1.2. any other standard or special conditions mentioned and or embodied in this RFP or 

Terminal Operator Agreement. 

2. We accept that unless TNPA should otherwise decide and so inform us in the letter of 

appointment, our Bid Response (and, if any, its covering letter and any subsequent exchange of 



correspondence), together with TNPA’s acceptance thereof shall constitute a binding contract 

between TNPA and us. 

3. Should TNPA decide that the Terminal Operator Agreement should be negotiated and entered 

into with us, this Bid Response (and, if any, its covering letter and any subsequent exchange of 

correspondence) together with TNPA’s letter of appointment, shall constitute a binding contract 

between TNPA and us until the formal contract is signed. 

4. We further agree that if, after we have been notified of the acceptance of Bid Response, we fail 

to enter into the Terminal Operator Agreement, or fail to commence the provision of services 

within 24 (twenty-four) months thereafter, TNPA may, without prejudice to any other legal remedy 

which it may have, recover from us any expense to which it may have incurred in calling for Bid 

Responses afresh and/or having to accept any less favourable Bid Response. 

5. We accept that the Terminal Operator Agreement resulting from this offer will be for a period of 

25 (twenty-five) years only. Furthermore, we agree to the penalty Clauses to be negotiated with 

TNPA, which will allow TNPA to invoke a penalty against us for non-compliance with material 

terms of this RFP including the delayed delivery of the services due to non-performance by 

ourselves, failure to meet Economic Development and/or Black Ownership Improvement Plan 

commitments. In addition, we agree that non-compliance with any of the material terms of the 

RFP, including those mentioned above, will constitute a material breach of the Terminal Operator 

Agreement and provide TNPA with cause for cancellation.  

6. ADDRESS FOR NOTICES 

6.1. The law of the Republic of South Africa shall govern any contract created by the 

acceptance of this RFP. The domicilium citandi et executandi shall be a place in the 

Republic of South Africa to be specified by the Bidder hereunder, at which all legal 

documents and notices may be served on the Bidder, who shall agree to submit to the 

jurisdiction of the courts of the Republic of South Africa. Foreign Bidders shall, therefore, 

state hereunder the name of their authorised representative in the Republic of South Africa 

who has the power of attorney to sign the Terminal Operator Agreement, which may have 

to be entered into in the event of their Bid Response being accepted and to act on their 

behalf in all matters relating to such Terminal Operator Agreement. 

6.2. Bidder to indicate the details of its domicilium citandi et executandi hereunder:  

Name of Entity:__________________________________________________________ 

Facsimile:______________________________________________________________ 

Address:_______________________________________________________________ 



______________________________________________________________________ 

______________________________________________________________________ 
 

7. NOTIFICATION OF AWARD OF RFP 

As soon as possible after approval to award the appointment of the Preferred Bidder, the 

Preferred Bidder will be informed of the acceptance of its Bid Response in writing. Unsuccessful 

Bidders will be advised in writing of the name of the Preferred Bidder and the reason as to why 

their Bid Responses was unsuccessful, for example, in the category of administrative 

responsiveness, technical criteria, B-BBEE status or for any other reason. 

8. VALIDITY PERIOD  

TNPA requires a validity period of 365 (three hundred and sixty five) calendar days from the Bid 

Submission Date against this RFP.  

9. NAME(S) AND ADDRESS / ADDRESSES OF DIRECTOR(S) OR MEMBER(S) 

9.1. The Bidder must disclose hereunder the full name(s) and address(s) of the director(s) or 

members of the consortium, company or close corporation on whose behalf the RFP is 

submitted. 

9.2. Registration number of company or close corporation 

______________________________________________________________________ 

9.3. Registered name of company, close corporation or consortium 

______________________________________________________________________ 

9.4. Full name(s) of director or member(s)  Address/Addresses  ID 

Number(s) 

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________

______________________________________________________________________ 



10. CONFIDENTIALITY 

All information related to this RFP is to be treated with strict confidence. In this regard Bidders 

are required to complete and return a signed copy of Annex Q (Certificate of Acquaintance with 

RFP Documents) with Annex N (Non-Disclosure Agreement) Annexed to this RFP. All information 

related to the Terminal Operator Agreement, both during and after completion thereof, will be 

treated with strict confidence. Should the need however arise to divulge any information gleaned 

from provision of the services, which is either directly or indirectly related to TNPA’s business, 

written approval to divulge such information must be obtained from TNPA. 

11. DISCLOSURE OF THE CONCESSION TENDERED 

Bidders must indicate below whether TNPA may disclose their tendered concession and 

conditions to other Bidders: 

YES   NO  

 

12. RETURNABLE DOCUMENTS  

12.1. All sections must be signed, stamped and dated by the Bidder. Bid Returnable Documents 

means all the documents, sections and Annexes, as listed in the tables below. There are 

three types of returnable documents as indicated below and Bidders are urged to ensure 

that these documents are returned with their Bid responses based on the consequences 

of non-submission as indicated below: 

12.1.1 Mandatory Returnable Documents 

Failure to provide all mandatory Returnable Documents at the closing date and time 

of this tender will result in a Bidder’s disqualification. Bidders are therefore urged 

to ensure that all these documents are returned with their Bid Responses. 

Please confirm submission of the mandatory Returnable Documents detailed below by so 

indicating ‘Yes’ or ‘No’ in the table below: 

MANDATORY RETURNABLE DOCUMENTS 
RFP 

REFERENCE 

SUBMITTED 

[Yes or No] 

A valid B-BBEE verification certificate which is not older 

than 12 (twelve) months and which is issued by a 

SANAS certified agency, or a valid affidavit or sworn 

affidavit (in the case of a Qualifying Small Enterprise or 

  



MANDATORY RETURNABLE DOCUMENTS 
RFP 

REFERENCE 

SUBMITTED 

[Yes or No] 

Exempt Micro Enterprise),confirming that the Bidder 

has at least a Level 4 (four) Contributor Status Level; 

A mark-up version of the Terminal Operator Agreement;   

A Concession Fee offer;   

A Business Case;    

A Cargo Ownership Interest Declaration   

 

12.1.2 Essential Returnable Documents (Used for Scoring Purposes) 

12.1.1. Bidders are further required to submit these Essential Returnable Documents 

with their Bid Responses as detailed in the table below. 

Failure to provide all Essential Returnable Documents used for the purpose of 

scoring a bid, by the closing date and time of this bid will not result in a Bidder’s 

automatic disqualification. However, Bidders will receive an automatic score of zero 

for the applicable qualification or evaluation criterion  Bidders are therefore urged 

to ensure that all these documents are returned with their Bid Responses. 

12.1.2. Please confirm submission of these Essential Returnable Documents by so 

indicating ‘Yes’ or ‘No’ in the table below. 

12.1.3. Full responses and documentation in respect of each qualification criterion in 

Part II of the RFP, including the following:  

ESSENTIAL RETURNABLE DOCUMENTS & 

SCHEDULES  

(USED FOR SCORING PURPOSES) 

RFP REFERENCE SUBMITTED 

[Yes or No] 

1. OBJECTIVE CRITERIA: Stage 2:          

1.1 Previous experience and track record  Clause 70.1.  

1.2 SHE and Risk Requirements Clause 70.2.  

1.3 Financial Capability Clause 70.3  



ESSENTIAL RETURNABLE DOCUMENTS & 

SCHEDULES  

(USED FOR SCORING PURPOSES) 

RFP REFERENCE SUBMITTED 

[Yes or No] 

1.3.1 Profitability EBITDA 
Clause 70.3.2 

 

1.3.2 Financial Ratios 
Clause 70.3.3 

 

1.3.3 Proposed Funding Model 
Clause 70.3.3.3 

 

1.3.4 Past Experience in Raising Capital 
Clause 70.4.2 

 

1.4 Business Case: 
Clause 70.5. 

 

1.4.1 Market Analysis Clause 70.5.2.1  

1.4.2 Financial Management Plan Clause 70.5.2.2  

1.4.2.1 Operational Costs (25 Year Projection) 
Clause 70.5.2.2.1 

 

1.4.2.2 Operational Revenue (25 Year Projection) 
Clause 70.5.2.2.2 

 

1.4.2.3 Key Financial Indicators (25 Year Projection) 
Clause 70.5.2.2.3 

 

1.4.2.4 Capital Expenditure 
Clause 70.5.2.2.4 

 

1.4.2.5 Financial Model Assumptions 
Clause 70.5.2.2.5 

 

1.4.3 Operational Model Clause 70.5.2.3  

1.4.4 Project Schedule Clause 70.5.2.4  

1.4.5 Concept Design Clause 70.5.2.5  

 

12.1.3 Essential Returnable Documents (Not For Scoring Purposes) 

12.1.3.1 Over and above the requirements of clauses 12.1.1 and 12.1.2 above, Bidders 

are further required to submit these Essential Returnable Documents (not used 

for scoring purposes) with their Bid Responses as detailed in the table below. 

Failure to provide Essential Returnable Documents (not for scoring purposes) will 

result in TNPA affording Bidders a further opportunity to submit by a set deadline. 



Should a Bidder thereafter fail to submit the requested documents, this may result 

in a Bidder’s disqualification. Bidders are therefore urged to ensure that all these 

documents are returned with their Bid Responses. 

.ESSENTIAL RETURNABLE DOCUMENTS & 

SCHEDULES  

(NOT USED FOR SCORING PURPOSES) 

RFP REFERENCE 

Any documents deemed necessary by the TNPA in order to 

conduct the information verification/due diligence as 

indicated in this clause 

Clause 60 

 

13 Annexures 

13.1 The Bidder is to ensure that the following documents are completed (where necessary) 

and attached to this Form.  

ANNEXURES RFP 

REFERENCE 

SUBMITTED 

[Yes or No] 

Annex A – BID NOTICE N/A PROVIDED BY 

TNPA 

Annex B – GATELY PRESCINCT LAYOUT N/A PROVIDED BY 

TNPA 

Annex B1 – TERMINAL 1 LAYOUT N/A PROVIDED BY 

TNPA 

Annex B2 – TERMINAL 2 LAYOUT N/A PROVIDED BY 

TNPA 

Annex B3 – TERMINAL 3 LAYOUT N/A PROVIDED BY 

TNPA 

Annex B4 – TERMINAL 4 LAYOUT N/A PROVIDED BY 

TNPA 

Annex C1 – TERMINAL INFRASTRUCTURE CONDITION 

ASSESSMENT  

N/A PROVIDED BY 

TNPA 

Annex C2 – ENVIRONMENTAL CONTAMINATION SITE 

ASSESSMENT 

N/A PROVIDED BY 

TNPA 



Annex D – TNPA SAFETY, HEALTH, ENVIRONMENT AND 

QUALITY POLICY 

N/A PROVIDED BY 

TNPA 

Annex D1 – TNPA MANDATORY REQUIREMENTS FOR 

LIQUID BULK FACILITIES 

N/A PROVIDED BY 

TNPA 

Annex E – PORT OF EAST LONDON BERTHING POLICY N/A PROVIDED BY 

TNPA 

Annex F – TRANSNET NATIONAL PORTS AUTHORITY 

SECURITY POLICY 

N/A PROVIDED BY 

TNPA 

Annex G – PETROLEUM PIPELINES ACT, 60 OF 2003 N/A PROVIDED BY 

TNPA 

Annex H – ALLOCATION MECHANISM GUIDELINES FOR 

THIRD PARTY ACCESS TO PETROLEUM 

STORAGE FACILITIES 

N/A PROVIDED BY 

TNPA 

Annex I – NERSA TARIFF METHODOLOGY N/A PROVIDED BY 

TNPA 

Annex J – FORM OF PREFERRED BIDDER GUARANTEE N/A  

Annex K – GUIDELINES FOR TERMINAL OPERATOR 

PERFORMANCE STANDARDS 

N/A PROVIDED BY 

TNPA 

Annex L – BID RESPONSE FORM N/A  

Annex M – TNPA DECLARATION OF BIDDER N/A  

Annex N – NON DISCLOSURE AGREEMENT N/A  

Annex O – RESOLUTION OF BOARD OF DIRECTORS N/A  

Annex P – RESOLUTION OF EACH MEMBER N/A  

Annex Q – CERTIFICATE OF ACQUAINTANCE WITH RFP 

DOCUMENTS 

N/A  

Annex R – DECLARATION OF INTEREST N/A  

Annex S – TAX CLEARANCE REQUIREMENTS N/A  

Annex T – CERTIFICATE OF ACQUAINTANCE WITH THE 

REQUIREMENTS OF THE RFP 

N/A  



Annex U – CERTIFICATE OF ACQUAINTANCE WITH 

CONDITIONS OF THE TERMINAL 

OPERATOR AGREEMENT 

N/A  

Annex V – BREACH OF LAW FORM N/A  

Annex W – RFP CLARIFICATION REQUEST FORM N/A  

Annex X – CERTIFICATE OF ATTENDANCE OF RFP 

BRIEFING 

N/A  

Annex Y – SUPPLIER INTEGRITY PACT N/A  

Annex Z – STANDARD RFP RESPONSE FORM: 

INFORMATION ABOUT BIDDER 

N/A  

Annex AA – LENDERS SUPPORT LETTER  N/A  

Annex BB – FINANCIAL SUPPORT LETTER N/A  

Annex CC – B-BBEE VERIFICATION CERTIFICATE  N/A  

Annex DD – BUSINESS CASE GUIDELINES N/A PROVIDED BY 

TNPA 

Annex EE – CONFIRMATION OF CONCESSION FEE 

OFFER 

N/A  

Annex FF –  ECONOMIC DEVELOPMENT GUIDELINES N/A  

Annex GG –  DEVELOPMENT PHASE VALUE SUMMARY N/A PROVIDED BY 

TNPA 

Annex HH – OPPORATIONAL PHASE VALUE SAMMARY N/A  

Annex II – ECONOMIC DEVELOPMENT PLAN N/A  

Annex JJ – DRAFT TERMINAL OPERATOR AGREEMENT  N/A  

Annex KK –DECLARATION OF PURE TERMINAL 

OPERATIONS 

N/A  

   

 



14. CONTINUED VALIDITY OF RETURNABLE DOCUMENTS. The Preferred Bidder will be 

required to ensure the validity of all returnable documents, including but not limited to its Tax 

Clearance Certificate and valid B-BBEE verification certificate, for the duration of any contract 

emanating from this RFP. Should the Preferred Bidder be awarded the Terminal Operator 

Agreement and fail to present TNPA with such renewals as and when they become due, TNPA 

shall be entitled, in addition to any other rights and remedies that it may have in terms of the 

Terminal Operator Agreement, to terminate such Terminal Operator Agreement forthwith 

without any liability and without prejudice to any claims which TNPA may have for damages 

against the Bidder. 

15. By signing these RFP documents, the Bidder is deemed to acknowledge that it has made itself 

thoroughly familiar with all the conditions governing this RFP, including those contained in any 

printed or electronic form stated to form part hereof, and TNPA will recognise no claim for relief 

based on an allegation that the Bidder overlooked any such condition or failed properly to take 

it into account any information for the purpose of calculating tendered concession or otherwise. 

 

SIGNED at ___________________________ on this _____ day of ________________ 20___ 

SIGNATURE OF WITNESSES    ADDRESS OF WITNESSES 

1  _____________________  __________________________________________  

Name__________________  __________________________________________  

  __________________________________________  

 

2  _____________________  __________________________________________  

Name__________________   __________________________________________  

 __________________________________________  

SIGNATURE OF RESPONDENT’S AUTHORISED REPRESENTATIVE: 

          ________________________________________________________ 

         NAME: __________________________________________________ 

         DESIGNATION: ___________________________________________ 
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“HOW TO” GUIDE FOR BIDDERS 
REGISTER ON ETENDER PORTAL  

ACCESS TENDERS 

 

 

NB: Do not wait for the last minute to register or to bid for a tender. Ensure you complete your 

process at least 1 day (24hours) before the closing date 

 

 

 

 

 

Go to Google Chrome   

In the address bar type: https://transnetetenders.azurewebsites.net 

 

 

 

 

Click on Sign in / 

Register 
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If not already 

registered, click on 

Sign up now. 

 Ensure that the 

email you use to 

sign in is the same 

as the email that 

you received from 

the tender invite on 

the email, 

otherwise you will 

not see the tender 



   

3 | P a g e  
 

 

 

 

 

Complete all fields, before selecting 

“Send verification code” and confirm that 

all information is correct. 

 

VERY IMPORTANT: Each field needs to be 

completed and not to be left blank 

If you do not have a central Supplier 

Database number, enter the same 

company registration number in that 

field. 
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After completing all fields, 

select “Send verification 

code”. The code will be 

sent to your email. 

Copy the code as received 

on the email and paste it 

in the Verification code 

field 

Then click on Verify code 

Then click on Sign in 
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To view / search for tenders, click on 

ADVERTISED TENDERS 

Once registered and signed in, the 

home screen will have “WELCOME 

(Registered user) 

DO NOT use secondary email address, 

YOU THE SAME EMAIL ADDRESS 

WHICH YOU RECEIVE INVITES FOR 

BIDDING  
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When a bidder receives an 

email to quote, the bidder 

needs to register with the 

email address of the 

recipient that received the 

email. If already registered, 

sign in. 

NOTE: The details on this 

email is intended for 

guidance only and not to be 

used on the live system  

When signed in, 

select 

“ADVERTISED 

TENDERS”. 
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When the tender has been identified, click 

on “View Details” 

To manually search and change the view from Closed to Open, 

click twice on arrow next to “Tender Status”. The arrow pointing 

down will change to blue and open tenders will be displayed.  

To search for a specific tender, the tender number, 

tender name or description can be used for 

searching.                
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When the “View Details” has been selected, 

the following screen will be displayed where 

the attachments can be viewed or 

downloaded. 

If interested to bid, on the same page there’s 

an option to select: Log an Intent to Bid. Once 

selected, an option will appear to “Submit 

Intent” or “Cancel”. Click on Submit Intent 
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When the “Submit Intent” is selected, a 

message will appear to indicate that the 

request was successfully submitted. 

Click on close and wait for the next 

screen. 

The screen should be updated and load the “MY SUBMITTED 

INTENTS”. To proceed to capturing your bid documents, click 

on “View Details” 
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The Submission Intent Details page will be displayed with 2 tabs on 

the left. Refer to the YELLOW highlighted sections. 

By selecting the “Ask for Clarity”, a 

bidder may request for further clarity 

with regards to drawings or 

specification. The clicking on the 

“Submit All Questions”. The response 

from the Transnet representative will 

also be reflected on this page. 
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When the bidder has completed the returnable documents and 

scanned to their PC/Laptop, the next step would be to upload 

the documents. Click on “Submit Tender Documents” 

The page will be updated to “BID DOCUMENT 

SUBMISSION”, with option to “Choose Files”. Note the 

tabs for Mandatory, Essential, Non Essential, and Other 

where different documents can be uploaded. Click on 

“Choose Files” 
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A pop-up window will be displayed, 

where the bidder will need to select the 

returnable documents. Once the file is 

located, select the file and open. 

When the file has been successfully 

transferred, select “Upload Mandatory [or 

tab name] Documents. The system allows 

you to upload 30MB per file, you can 

upload multiple files. Ensure that your 

internet connection and speed is stable. 
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The “Uploaded Documents” section will be 

updated to confirm that the document was 

uploaded, then click on “Submit Bid” 

The screen will progress to “MY BID DOCUMENT 

SUBMISSION”, where the “View Details” can be selected 

to confirm that all required information is submitted 

correctly. 



 

 

Annexure AA – Non Disclosure Agreement  

NON-DISCLOSURE AGREEMENT  

 

BETWEEN  

 

 

_____________________________ 

 

(Reg  ……………………..) 

 

 

AND 

 

TRANSNET SOC Ltd,  

acting through its operating division  

TRANSNET NATIONAL PORTS AUTHORITY  

  

(Reg  1990/000900/30) 

  

This agreement entered into between  

 

___________________________ located at ……………………………………. and  

 

Transnet SOC Ltd, acting through its operating division, Transnet National Ports Authority (“TNPA”),  



 

 

(hereinafter referred to respectively as ‘a Party’ or ‘the Parties’),  

 

concerns the safeguarding of proprietary and company confidential information to be provided by 

each Party to the other in connection with discussions regarding 

_________________________________________________________________________________

________________________________________________________________ 

WITNESSED THAT: It is agreed between the Parties as follows: 

1. For purposes of this Agreement, company confidential and/or proprietary information, hereinafter 

called “Proprietary Information”, shall be construed to mean any information disclosed by a Party 

to the other Party, including without limitation all computer software, which is identified as such 

by an appropriate stamp or legend or any other notice in writing or when disclosed orally, has 

been identified as proprietary at the time of disclosure and has been promptly (30 (thirty) days at 

the latest) confirmed and designated in writing as Proprietary Information of the disclosing party, 

hereinafter called the ‘Disclosing Party’, in either hard copy or electronic media and which each 

Party considers to be material to its business operations, including, without limitation, wage and 

salary information, technical information, commercial information, financial information and 

personnel records. 

2. The receiving party, hereinafter called the ‘Receiving Party’ of any Proprietary Information 

covenants that, for a period of 7 (seven) years from the effective date of this Agreement, the 

Proprietary Information received from the Disclosing Party: 

3. shall not be used, duplicated, in whole or in part for any purpose other than the purpose here 

above stated, without the prior written consent of the Disclosing Party, 

4. shall be protect and keep in confidence said Proprietary Information by using the same degree of 

care and safeguard as it uses to protect its own Proprietary Information of like importance, 

5. shall only be disclosed to persons within the Receiving Party’s organisation who have a need to 

know and solely for the purpose mentioned in the preamble. 

6. Nothing contained in the Agreement shall be construed as granting or conferring, expressly or 

impliedly, any rights in or title to the Proprietary Information disclosed hereunder. It is agreed that 

no license under any patents of either Party is granted by this Agreement or by any disclosure or 

use of such Proprietary Information which: 

7. was at the time of receipt otherwise known to the Receiving Party; 

8. has been published or is otherwise within the public knowledge or is generally known to the public 

at the time of its disclosure to the Receiving Party; 



 

 

9. subsequently is developed independently in good faith by employees of the Receiving Party who 

did not have access to the Proprietary Information; 

10. becomes legally known or available to the Receiving Party from a source other than the Disclosing 

Party and without breach of the Agreement by the recipient;  

11. becomes part of the public domain without breach of the Agreement by the recipient; and 

12. is so disclosed or used with the written approval of the Disclosing Party. 

13. Unless extended in writing by mutual agreement and unless earlier terminated as hereafter, this 

Agreement shall terminate upon the expiration of 7 (seven) years from its effective date. This 

Agreement including all rights and obligations of the Parties hereto, except the obligations 

specified in paragraph 2 hereof, may be terminated earlier by either Party by operation of law or 

without demand at any time on 30 (thirty) days written notice. The end of termination of the 

Agreement shall not relieve either Party from complying with the obligations of paragraph 2 with 

respect to the use and protection of the Proprietary Information received prior to the date of 

termination or the end of this Agreement. Such obligations shall continue for the period applicable 

as set forth in said paragraph. 

14. Each Party shall bear its own costs incurred under or in connection with the Agreement. Nothing 

in the Agreement shall be construed as an obligation by either Party to enter into a contract, 

subcontract or any other business relationship with the other Party or to disclose any Proprietary 

Information to the other Party. 

15. It is understood that this Agreement constitutes a Non-Disclosure Agreement only. Nothing in this 

Agreement shall grant either Party the right to make any commitments of any kind for, or on behalf 

of, the other Party without the prior written consent of the other Party. 

16. This Agreement and the rights and obligations hereunder may not be transferred or assigned by 

a Party without the proper written approval of the other Party hereto. 

17. This Agreement shall be governed by and interpreted in accordance with the laws of the Republic 

of South Africa 

18. Any dispute arising from or in connection with this Agreement, which cannot be settled amicably 

by the Parties, shall be finally resolved in accordance with the Arbitration Foundation of Southern 

Africa ("AFSA") by an arbitrator or arbitrators appointed by AFSA. The arbitration will be held in 

Sandton, Johannesburg, in accordance with the formalities of AFSA rules and procedure settled 

by the arbitrator and may be held in an informal and summary manner on the basis that it will not 

be necessary to observe or carry out the usual formalities or procedures, pleadings or the strict 

rules of evidence. 



 

 

19. Any Proprietary Information (and copies thereof) disclosed by a Party to the other Party shall 

remain the property of the Disclosing Party and shall be returned by the Receiving Party 

immediately upon request. 

20. Any Proprietary Information disclosed by the Parties under this Agreement, shall be identified by 

the Disclosing Party as Proprietary Information at the time of disclosure and the disclosure, 

protection, use and handling of such information shall be in accordance with the security 

procedures prescribed by the South African government. 

21. In the event of one Party visiting any of the facilities of the other Party, the visiting party 

undertakes that any further Proprietary Information relating to the Party being visited which may 

come to the visiting Party’s knowledge as a result of any such visit, including without limitation, 

any information relating to plant and equipment which may be seen at such facilities, the methods 

of operation thereof and the various applications thereof shall be kept strictly confidential and be 

subject to the same protection as is provided for in clause 2 above. 

22. The execution, existence and performance of the Agreement shall be kept confidential by the 

Parties and shall not be disclosed by a Party without the prior consent of the other Party. 

23. This Agreement constitutes the entire agreement between the Parties with respect to the subject 

matter hereof and supersedes and cancels all prior representations, negotiations, commitments, 

undertakings, communications whether oral or written, acceptances, understanding and 

agreements between the Parties with respect to or in connection with any of the matters or things 

to which such Agreement applies or refers. 

24. The Parties hereby represent that the disclosure of Proprietary Information by and between 

themselves is not contrary to the laws and regulations of the Republic of South Africa. 

25. With respect to any exchange of Proprietary Information which may occur as a result of the 

Agreement, it is expressly understood and agreed that the below listed employees shall on behalf 

of the respective Parties be the exclusive individuals authorized to receive and/or transmit 

Proprietary Information under the Agreement: 

25.1. TNPA : ……………………………………… 

25.2.        Bidder : ……………………………………… 

26. As regards the parties identified in Paragraphs above, each Party shall have the right and power 

to re-designate such persons within their organisation as are authorized to receive/transmit 

Proprietary Information, which are made by a Party, shall be affected by rendering written notice 

of such change to the other Party. 

27. The Parties agree that this Agreement shall be drafted in the English language. 



 

 

IN WITNESS WHEROF, the Parties hereto have to set their hands as of the date first above written. 

TNPA 

 

Date: ……………………………. 

 

Place:  

Witness 1: (Name, Address, Signature, Date)……………………………………………………… 

………………………………………………………………………………………………………………………

…………………………………………………………………………………………………. 

Witness 2: (Name, Address, Signature, Date)           ………………………………………………. 

………………………………………………………………………………………………………………………

……………………………………………………………………………………………………………
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Annex CC - Standard RFP Response Form: Bidder Information 

 
 

 

1. INSTRUCTIONS FOR COMPLETION OF THE RESPONSE FORM 

1.1. STRUCTURE OF THE QUESTIONNAIRE 

1.1.1. The responses to the information requests set out in the RFP 

must be submitted as requested and provided for in the response 

forms contained in this Annex CC (Standard RFP Response 

Form: Information about the Bidder) of the RFP. 

1.1.2. The questionnaire has been structured in sections so that the 

capability and suitability of the Bidder and its Members can be 

tested in each of the following areas to encompass general 

capability or suitability and technical ability. These headings 

largely mirror the evaluation criteria contained in the RFP and are 

inserted as headings for the Bidders’ reference throughout the 

response forms in this Annex CC (Standard RFP Response 

Form: Information about the Bidder) of the RFP to broadly 

indicate which responses will be evaluated under each 

evaluation item: 

1.1.2.1. Information about the Bidder (Bidder’s Details); 

1.1.2.2. Member Information;  

1.1.2.3. Government Contracts; and 

1.1.2.4. Legal Proceedings. 

2. NOTES FOR COMPLETION 

2.1. Please note that each section may relate to one or more entities and care 

should be taken to ensure that each Member provides a completed response 

for the general sections and those which relate to their speciality or 

experience. Certain sections of the response form may have to be duplicated 

and completed in respect of the Bidder and each Member.  

2.2. Please answer using the electronic forms, in the manner and space provided 

for in the response forms in this Annex CC (Standard RFP Response Form: 

Information about the Bidder) of the RFP, Bidders are required to answer the 
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questions posed in the following sections as fully as possible. Extra pages 

may be appended to the response form if necessary. 

2.3. Bidders should note that the provision of false or misrepresenting information 

may result in an entity’s exclusion from the Procurement Programme. 

2.4. To the extent that some of the information sought and responded to by each 

Bidder and its Members constitute its or their views and opinions on certain 

issues, TNPA is under no obligation to accommodate any such views and or 

opinions at any later stage of the procurement process, but reserves the right 

to hold the Bidder (and relevant Member) thereto. 

3. INFORMATION ABOUT THE BIDDER  

3.1. Please state (in the format provided): 

3.1.1. the name of the Bidder, indicating whether or not it is 

incorporated, and the date of its legal formation. If a Bidder is a 

Company, the Bidder must submit the Constitutional Documents 

of the Company. If the Bidder is a joint venture or consortium, the 

Bidder must submit a signed joint venture or consortium 

agreement between the Members clearly stating the percentage 

split of the joint venture or consortium and the associated 

responsibilities of each Member. If such a joint venture or 

consortium agreement is unavailable, the Members must submit 

confirmation in writing of their intention to enter into a joint 

venture or consortium agreement should they be appointed as 

Preferred Bidder by TNPA through this Procurement 

Programme. This written confirmation must clearly indicate the 

percentage split of the business and the responsibilities of each 

Member; 

BIDDER INFORMATION 

Name of Bidder  

Legal status: (e.g. 

Limited Liability 

Company or 

Joint Venture or 

Consortium) 
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Date of legal formation 

of Bidder 

 

HEAD OFFICE 

Physical address:  

Postal address:  

E-mail address:  

Telephone number:  

Telefax number:  

 

3.1.2. name and contact details of the contact person for the Bidder for 

purposes of this RFP. If the Bidder is an unincorporated joint 

venture or consortium, this will be the lead member of the Bidder 

who is responsible for the submission of a RFP Bid Response. 

The contact details are to include the physical address, postal 

address, e-mail address, telephone and telefax numbers of that 

person; 

3.1.3. Bidders are required to annex certified copies of all relevant its 

Constitutional Documents including a certified copy of the joint 

venture and or consortium agreement and mark same Annex 

CC1. 

CONTACT PERSON / LEAD MEMBER FOR THE BIDDER  

Name:  

Physical address:  

Postal address:  

E-mail address:  
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Telephone numbers:  

Telefax number:  

 

 

3.1.4. The names of all those persons that will be Lenders, Legal 

Advisors, Financial Advisors and technical consultants in respect 

of the Bid Response and the Project and their respective roles 

and responsibilities: 

NAMES  OF ADVISOR NATURE OF 

ADVISORY 

SERVICE 

ROLES AND RESPONSIBILITIES 

   

   

   

   

   

 

 

 

3.1.5. the Bidder’s Legal and Financial Advisors must provide a written 

declaration of interest where they disclose any potential or 

existing conflicts of interest due to any affiliation or relation with 

TNPA, Transnet or any other Government official or person with 

the ability to influence the decision of TNPA and or other Bidders. 

Relationship will include a relationship formed on the basis of any 

one or more of (i) family (including spouses and in-laws), 
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(ii) friendship, (iii) business acquaintance, (iv) professional 

engagement, or (v) employment. If the Advisor has something to 

declare, please provide all details in the space provided below. If 

the Bidder or Member has nothing to declare, please insert 

“nothing to declare” in the space provided below. Failure by the 

relevant Advisors to disclose an interest may result in the Bidder 

being disqualified from the Procurement Programme. 

3.1.6. __________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

__________________________________________________

_________________________ 

3.1.7. Please attach to this response form an organogram which details 

the entire structure of the Bidder with explanatory notes in 

respect of the identity and role of each Member of the Bidder. 

3.2. Member Information 

3.2.1. Please state (in the format provided) the following name and 

contact detail information in relation to each Member: 

3.2.1.1. name and legal status of the Member, its registration 

number, date and country of registration; 

3.2.1.2. registered address and website address (if any) of 

each Member; 

3.2.1.3. street address, postal address, telephone number and 

telefax numbers and e-mail address of each Member; 

and 
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3.2.1.4. the person dealing with this RFP and the Bid 

Response on each Member’s behalf, and their contact 

details. 

[The tables in this section must be duplicated and completed for each Member of 

the Bidder.] 

MEMBERS INFORMATION 

Name of Member:  

Legal status: (e.g. 

Limited Liability 

Company, Trust, or 

Joint Venture or 

Consortium or other) 

 

Registration No.:  

Date and country of 

registration: 

 

Registered address of 

the Member: 

 

Website address, if 

any: 

 

HEAD OFFICE 

Physical address:  

Postal address:  

E-mail address:  

Telephone numbers:  
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Telefax number:  

CONTRACT PERSON INFORMATION 

Name:  

E-mail address:  

Mobile number:  

Telephone number:  

Telefax number:  

 

3.2.2. Please state (in the format provided) the following key personnel 

information in relation to the aforementioned entities: 

3.2.2.1. the full names and addresses of (i) each director or 

equivalent of each Member; and 

No. NAME OF DIRECTOR 

OR EQUIVALENT  

ADDRESS 

   

   

   

   

 

3.2.3. Brief description of each Member’s primary business and main 

products or services, previous experience and track record 

comprising of no more than 4 (four) pages: 
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____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

3.2.4. Brief history of each Member, comprising of no more than 4 (four) 

pages, including detail of any parent or associated companies 

and any changes in ownership of the Member, over the last 5 

(five) years: 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

3.2.5. Brief description, comprising of no more than 4 (four) pages, of 

the Member’s main customers and suppliers and highlighting any 

associations with or sales to any entities within the Government 

sector: 

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

__________________________________________________________________ 

3.3. Please attach the following information in respect of each Member to this 

Schedule: 
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3.3.1. certified copies of all Constitutional Documents, including all 

documents that evidence changes thereto, such as change of 

name certificates; 

3.3.2. certified copies of documents that evidence the Member’s 

directorship; and 

3.3.3. particulars of share capital showing classes of shares and 

amounts of authorised and issued share capital, including 

relevant copies of share registers and or share option details. 

3.4. Please provide (in the format provided) the following information in relation 

to either the Bidder or the Member with the appropriate experience: 

3.4.1. a brief description of the leadership and project management 

capabilities of the Bidder or the Member in operation and 

maintenance or similar projects, including the outcomes of those 

projects and the time periods from development to financial close 

of those projects; 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

3.4.2. a detailed description of how the Member or Bidder will approach 

the leadership, control and co-ordination of the Bidder during the 

bid preparation phase, negotiations phase and the Operation and 

Maintenance phase of the Project should the Bidder be 

appointed as Preferred Bidder and then awarded the Terminal 

Operator Agreement to implement the Project, as the case may 

be; 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________
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______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

3.4.3. a detailed description of how the Member or Bidder will deliver 

and or co-ordinate an experienced project management, 

Operation and Maintenance management, legal and finance 

team capable of delivering the Project on a fully integrated basis. 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

4. Government Contracts 

4.1. Please state (in the format provided) the following information in relation to 

each Member forming part of the Bidder: 

4.1.1. Details of any contracts awarded to the Member by the 

Government in the last 3 (three) years: 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

___________________________________________________________________ 

4.1.2. Brief details of any contracts awarded to the Member by other 

governments during the last 3 (three) years, highlighting any 

Multipurpose Terminal and or port related Construction, 
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operation and maintenance of the Multipurpose Terminal  

projects: 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.1.3. Details of the bidding processes of any similar projects from 

which any of the Members withdrew, indicating the reasons for 

withdrawal and whether any claim and or legal proceedings was 

made against the Member by the relevant government in relation 

to the bid process: 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.1.4. Details of any current Multi-Purpose Terminal concession 

projects for which any of the Members are bidding and their 

status (for example: preferred bidder, short-listed) in respect of 

such projects: 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________
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____________________________________________________________________

____________________________________________________________________ 

4.2. Legal Proceedings [Each of these sections must be duplicated and 

completed for the Bidder and each Member.] 

Please provide (in the format provided) the following information in respect of the Bidder 

and each of the Members: 

4.2.1. whether any order of a court for that Bidder’s and or its Member’s 

winding up has been granted. If so, please advise whether such 

order has been for the purposes of bona fide reconstruction or 

amalgamation or not; 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.2.2. whether the Bidder and or its Members has ever been or is 

currently subject to, liquidation, business rescue or insolvency 

proceedings or equivalent proceedings in a foreign jurisdiction, 

and if so, please provide details thereof, including the current 

status and the outcome of such proceedings; 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

___________________________________________________________________ 

4.2.3. whether the Bidder and or its Members, or any director thereof is 

currently being prosecuted for or has been convicted of a criminal 
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offence, including fraud and corruption, related to the conduct of 

its business or profession in South Africa and worldwide and if 

so, details thereof as well as the outcome or current status 

thereof; 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.2.4. whether the Bidder and or its Member is currently or has been 

engaged in any disputes in respect of the provision of services 

with any supplier and or client within the last 3 (three) years to 

the value above R5 million and if so, please furnish details of the 

nature of such dispute as well as the current status or outcome 

thereof; 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.2.5. whether the Bidder and or its Member has suffered a deduction 

for liquidated or ascertained damages in respect of any 

government contract within the last 3 (three) years and if so, 

please furnish details of the reasons for such deductions; and 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________
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____________________________________________________________________

____________________________________________________________________

____________________________________________________________________ 

4.2.6. whether the Bidder and or its Member has had any government 

contract cancelled or not renewed, for failure to perform in 

accordance with the terms thereof. 

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

____________________________________________________________________

__________________________________________________________________
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Annex S Certificate of Acquaintance with the requirements of  RFP Documents 

NAME OF ENTITY: 

_______________________________________________________________________ 

1. We 

_________________________________________________________________do 

hereby certify that we acquainted ourselves with all the documentation comprising this 

RFP and all conditions contained therein, as laid down by TNPA for the carrying out of 

the Project for which we submitted our Bid Response.  

2. We furthermore agree that TNPA shall recognise no claim from us for relief based on an 

allegation that we overlooked any RFP or contract condition or failed to take it into 

account for the purpose of calculating our offered Concession Fee or otherwise. 

3. We accept that an obligation rests on us to clarify any uncertainties regarding this bid 

which we may have, before submitting the Bid Response. We agree that we will have no 

claim based on an allegation that any aspect of this RFP was unclear but in respect of 

which we failed to obtain clarity. 

4. We understand that the accompanying Bid Response will be disqualified if this Certificate 

is found not to be true and complete in every respect. 

5. For the purposes of this Certificate and the accompanying Bid Response, we understand 

that the word “competitor” shall include any individual or organisation, other than the 

Bidder, whether or not affiliated with the Bidder, who: 

5.1. has been requested to submit a Bid Response in respect of the RFP; 

5.2. could potentially submit a Bid Response in response to RFP, based on their 

qualifications, abilities or experience; and 

5.3. provides the same services as the Bidder and/or is in the same line of business 

as the Bidder. 

6. The Bidder has arrived at the accompanying Bid Response independently from, and 

without consultation, communication, agreement or arrangement with any competitor. 

However communication between partners in a joint venture or consortium will not be 

construed as collusive bidding. 

7. In particular, without limiting the generality of paragraph 5 above, there has been no 

consultation, communication, agreement or arrangement with any competitor regarding: 

Annexure DD



7.1. prices; 

7.2. geographical area where Services will be rendered (market allocation);  

7.3. methods, factors or formulas used to calculate rental; 

7.4. the intention or decision to submit or not to submit, a Bid Response;  

7.5. the submission of a Bid Response which does not meet the specifications and 

conditions of the RFP; or 

7.6. bidding with the intention not being awarded Preferred Bidder status. 

8. conditions or delivery particulars of the services to which this RFP relates.  

9. The terms of the accompanying Bid Response have not been, and will not be, disclosed 

by the Bidder, directly or indirectly, to any competitor, prior to the date and time of the 

official bid opening or of the awarding of the contract. 

10. We are aware that, in addition and without prejudice to any other remedy provided to 

combat any restrictive practices related to bids and contracts, Bid Responses that are 

suspicious will be reported to the Competition Commission for investigation and possible 

imposition of administrative penalties in terms of section 59 of the Competition Act No. 

89 of 1998 and or may be reported to the National Prosecuting Authority (“NPA”) for 

criminal investigation and/or may be restricted from conducting business with the public 

sector for a period not exceeding 10 (ten) years in terms of the Prevention and 

Combating of Corrupt Activities Act No. 12 of 2004 or any other applicable legislation. 

 

SIGNED at _________________ on this _____ day of    ___________________ 20__.  

SIGNATURE OF BIDDER     SIGNATURE OF WITNESS 

_____________________     ______________________ 
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2 No. 27863 GOVERNMENT GAZETTE, 4 AUGUST 2005 

Act No. 12,2005 NATIONAL PORTS ACT, 2005 

GENERAL EXPLANATORY NOTE: 

[ 3 Words in bold type in square brackets indicate omissions from 
existing enactments. 
Words underlined with a solid line indicate insertions in 
existing enactments. 

(English text signed by the President.) 
[Assented to 31 July 2005.) 

ACT 
To provide for the establishment of the National Ports Authority and the Ports 
Regulator; to provide for the administration of certain ports by the National Ports 
Authority; and to provide for matters connected therewith. 

E IT ENACTED by the Parliament of the Republic of South Africa, as B foiioWs:-- 

CONTENTS 

CHAPTER 1 

1. 
2. 

3. 
4. 
5 .  
6. 
7. 

8. 
9. 

DEFINITIONS AND OBJECTS OF ACT 5 

Definitions 
Objects of Act 

CHAPTER 2 

ESTABLISHMENT AND INCORPORATION OF AUTHORITY 

Process before establishment of Authority 10 
Conversion of Authority 
Authority’s memorandum and articles of association 
Non-application of provision of Companies Act 
Certain provisions of Companies Act may be declared inapplicable to 
Authority 15 
Authority’s financial year 
Judicial management and liquidation 

CHAPTER 3 

PORTS UNDER JURISDICTION OF AUTHORITY AND FUNCTIONS OF 
AUTHORITY 20 

10. 
11. Functions of Authority 
12. Aims of Authority 
13. Co-operative governance 

Ports under jurisdiction of Authority 



4 No. 27863 GOVERNMENT GAZETTE, 4 AUGUST 2005 
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CHAPTER 4 

BOARD, STAFF AND ASSETS OF AUTHORITY 

14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 

29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 
51. 
52. 
53. 
54. 
55. 

Composition of Board 
Nomination and appointment of members of Board 
Functions of Board 
Persons disqualified from membership of Board 
Terms of office of members of Board 
Disclosure of interest by members of Board 
Meetings of Board 
Delegation and assignment of functions by Board 
Appointment of chief executive officer 
Functions of chief executive officer 
Vacating of and removal from office of chief executive officer 
Acting chief executive officer 
Appointment and transfer of staff of Authority 
Transfer of ports, land and other rights and obligations 
State guarantees 

CHAPTER 5 

PORTS REGULATOR 

5 

10 

15 

Establishment of Regulator 20 
Functions of Regulator 
Nomination and appointment of members of Regulator 
Disclosure of interests and certain prohibitions 
Vacation of office of members of Regulator 
Appointment of Regulator’s chief executive officer 
Vacating of and removal from office of Regulator’s chief executive officer 
Regulator’s acting chief executive officer 
Secretariat of Regulator 
Services of non-employees 
Meetings of Regulator 30 
Minutes of meetings 
Decisions of Regulator 
Funding of Regulator 
Accounting and accountability 
Annual report 
Delegation of powers 
Appeals 
Complaint against Authority 
Investigation of complaint 
Hearings before Regulator 
Right to participate in hearing 
Taking of evidence at hearing 
Rules of procedure 
Interim relief 
Orders of Regulator 
Winding up and dissolution of Regulator 

25 

35 

40 

45 



6 No. 27863 GOVERNMENT GAZETTE, 4 AUGUST 2005 

Act No. 12,2005 NATIONAL PORTS ACT, 2005 

CHAPTER 6 

PROVISION OF PORT SERVICES AND PORT FACILITIES AND USE OF 
LAND 

56. 
57. 
58. 
59. 
60. 
61. 
62. 
63. 
64. 
65. 
66. 
67. 

68. 
69. 
70. 

71. 
72. 
13. 

74. 
75. 
76. 
77. 
78. 

79. 
80. 

81. 
82. 
83. 
84. 
85. 
86. 

Agreements in port operations and services 
Licence regarding port services and facilities 
Conditions of licence 
Restrictions on transfer of licence 
Suspension or cancellation of licence 
Directives affecting licensed operators and other persons 
Duties of licensed operators 
Routine inspections 
Special powers in emergency 
Operations existing on commencement of Act 
Off-shore cargo-handling facilities 
Restructuring and reform of ports 

CHAPTER 7 

5 

10 

15 

DEVELOPMENT, ENVIRONMENT AND CLOSURE OF PORTS 

Planning, construction, development and maintenance of ports 
Protection of environment 
Closure of port 20 

CHAPTER 8 

COMMERCIAL ASPECTS 

Commercial functions of Authority 
Authority’s tariff book 
Fees payable to Authority 

CHAPTER 9 

SAFETY ASPECTS 

Safety of navigation and shipping in ports 
Pilotage 
Liability of pilot 
Certification and licensing of pilot 
Lighthouses and other navigational aids 

CHAPTER 10 

MINISTERIAL DIRECTIONS AND PORT REGULATIONS 

Ministerial direction 
Port regulations 

CHAPTER 11 

GENERAL 

Port Consultative Committee 
National Port Consultative Committee 
Port access 
Co-operation with authorities 
Liability of Authority 
Confidential information 

25 

30 

35 

40 
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87. Offences 
88. Amendment of law 
89. Repeal of law, and saving 
90. Short title and commencement 

CHAPTER 1 5 

DEFINITIONS AND OBJECTS OF ACT 

Definitions 

1. (1) In this Act, unless the context indicates otherwise- 
“agreement” includes any form of concession or partnership; 
“Authority” means, subject to section 3, National Ports Authority Limited, 10 
contemplated in section 4; 
“Board” means the board of directors of the Authority contemplated in Chapter 4; 
“Companies Act” means the Companies Act, 1973 (Act No. 61 of 1973); 
“concession” means a concession agreement entered into in terms of section 56; 
“family member” means a parent, child or spouse of a person, and includes a 15 
partner living with that person as if they were married to each other; 
“Harbour Master” means an employee of the Authority contemplated in section 
74(3); 
“incorporation date” means the date on which the Authority is incorporated as a 
company in terms of section 4; 
“Legal Succession Act” means the Legal Succession to the South African 
Transport Services Act, 1989 (Act No. 9 of 1989); 
“licence” means a licence to provide a port service or operate a port facility, issued 
in terms of section 57 or deemed to be held in terms of section 65 and “licensed” 
must be interpreted accordingly; 25 
“licensed operator” means a person licensed, or deemed to be licensed, to provide 
a port service or operate a port facility; 
“Minister” means the Minister of Transport or a duly appointed representative; 
“National Ports Authority (Pty) Ltd” means the Transnet subsidiary company 
contemplated in section 3(2); 30 
“National Ports Authority of South Africa” means the business unit or division of 
Transnet which immediately prior to the commencement of the Act constituted and 
was known as the “National Ports Authority of South Africa”; 
“National Port Consultative Committee” means a committee set up in terms of 
section 82; 35 
“navigational aids” means lighthouses, radio navigational aids, buoys, beacons 
and any other device or system used to assist the safe and efficient navigation of 
vessels; 
“off-shore cargo handling facility” means an off-shore facility within or beyond 
the port limits used for the transfer of cargo from a vessel to the land and vice versa; 40 
“partnership” includes a public-private partnership and a public-public partner- 
ship; 
“PFMA” means the Public Finance Management Act, 1999 (Act No. 1 of 1999); 
“pilot” means a person licensed in terms of section 77 to provide pilotage services; 
“port” means any of the ports of Richards Bay, Durban, East London, Nqura, Port 45 
Elizabeth, Mossel Bay, Cape Town, Saldanha Bay, Port Nolloth or a port which has 
been determined as such in terms of section lO(2); 

20 
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“Port Consultative Committee” means a committee appointed in terms of section 
81; 
“port infrastructure” means the basic structure of a port, including breakwaters, 
seawalls, channels, basins, quay walls, jetties, roads, railways and infrastructure 

“port repair facilities” means dry docks, vessel repair facilities within a port and 
any other facilities which are designated as such by the Authority by publication in 
the Gazette; 
“port services” means stevedoring, cargo handling, terminal operations, storage of 
cargo within a port, tug services, floating crane services, berthing services, fire 10 
fighting, security, radio and radar services, waste disposal, vessel repairs and any 
other services provided within a port which are designated as such by the Authority 
by notice in the Gazette; 
“port terminal” means terminal infrastructure, cargo-handling equipment, sheds 
and other land-based structures used for the loading, storage, transshipment and 15 
discharging of cargo or the embarkation and disembarkation of passengers; 
“prescribe” means prescribe by regulation; 
“regulation” means any regulations promulgated under this Act; 
“Regulator” means the Ports Regulator established by section 29; 
“Shareholding Minister” means the Minister of Public Enterprises or a duly 20 
appointed representative; 
“South African Maritime Safety Authority” means the authority established by 
section 2 of the South African Maritime Safety Authority Act, 1998 (Act No. 5 of 
1998); 
“terminal infrastructure” means terminal buildings, workshops, substations, 25 
surfacing, rail sidings and terminal operations and infrastructure for the provision 
of water, lights, power, sewerage and similar services within terminal boundaries; 
“terminal operations” means services provided at a port terminal, consisting of 
handling cargo, storing cargo, transshipment of cargo and delivering cargo to 
vessels and services related thereto; 
“this Act” includes the regulations made by the Minister, the rules made by the 
Authority, and the directives made by the Regulator; 
“Transnet” means Transnet Limited, the company contemplated in section 2 of the 
Legal Succession Act; 
“vessel” means any water navigable craft or structure and includes a seaplane and 35 
a non-displacement craft. 

(2) Nothing contained in this Act must be construed as conferring on the Authority any 
right of ownership in, or authorising the Authority to provide, services or facilities which 
are provided in terms of the Telecommunications Act, 1996 (Act No. 103 of 1996). 

used for the provision of water, lights, power, sewerage and similar services; 5 

30 

Objects of Act 40 

2. The objects of this Act are to- 
(a) promote the development of an effective and productive South African ports 

industry that is capable of contributing to the economic growth and 
development of our country; 

(b) establish appropriate institutional arrangements to support the governance of 45 
ports; 

(c) promote and improve efficiency and performance in the management and 
operation of ports; 
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(d) enhance transparency in the management of ports; 
( e )  strengthen the State’s capacity to- 

(i) separate operations from the landlord function within ports; 
(ii) encourage employee participation, in order to motivate management and 

(iii) facilitate the development of technology, information systems and 
managerial expertise through private sector involvement and participa- 
tion; and 

promote the development of an integrated regional production and distribu- 

workers; 5 

(fl 
tion system in support of government’s policies. 10 

CHAPTER 2 

ESTABLISHMENT AND INCORPORATION OF AUTHORITY 

Process before establishment of Authority 

3. (1) (a) From the date this Act comes into effect until the date determined by the 
Shareholding Minister in terms of section 27(1), the National Ports Authority of South 15 
Africa- 

(i) 
(ii) 

is for all purposes deemed to be the Authority; and 
must perform the functions of the Authority as if it were the Authority. 

(b) For the purposes of paragraph (a) any reference in this Act to the Authority, the 
Board of the Authority and any functionary of the Authority must be construed as a 20 
reference to National Ports Authority of South Africa and the divisional board and any 
functionary thereof, respectively, unless it is clearly inappropriate. 

(c) Any appointment to the divisional board or of any functionary of National Ports 
Authority of South Africa made after the commencement of this Act, must be made in 
terms of this Act. 25 

(2) As soon as this Act takes effect the Shareholding Minister must ensure that the 
necessary steps are taken for the incorporation of the National Ports Authority of South 
Africa as a company contemplated in subsection (3). 

(3) The Registrar of Companies must- 
(a) register the memorandum and articles of association and incorporate National 30 

Ports Authority of South Africa under the name “National Ports Authority 
(Pty) Ltd” with Transnet as the sole member and shareholder; 

(b) issue to that entity the necessary documents to enable it to conduct business as 
a corporate entity. 

(4) (a) On the date determined by the Shareholding Minister in terms of section 27( l), 35 
all assets, liabilities, rights and obligations of Transnet in respect of National Ports 
Authority of South Africa vest in National Ports Authority (Pty) Ltd. 

(b) From the date contemplated in paragraph (a)  until the date on which the Authority 
becomes the successor to National Ports Authority (Pty) Ltd as contemplated in section 
4, National Ports Authority (Pty) Ltd- 40 

(i) is for all purposes deemed to be the Authority; and 
(ii) must perform the functions of the Authority as if it were the Authority. 

(c )  For the purposes of paragraph (b) any reference in this Act to the Authority, the 
Board of the Authority and any functionary of the Authority must be construed as a 
reference to National Ports Authority of South Africa (Pty) Ltd and the board and any 45 
functionary of that company, respectively, unless it is clearly inappropriate. 
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(d )  Any appointment to the board or of any functionary of National Ports Authority 
(Pty) Ltd must be made in terms of this Act. 

Conversion of Authority 

4. (1) Notwithstanding sections 32, 66, 190 and 344(d) of the Companies Act, on a 
date after the incorporation of National Ports Authority (Pty) Ltd, and with the 
concurrence of the Minister, the Shareholding Minister may take the necessary steps to 
convert the company into a public company, styled “National Ports Authority Limited”, 
vested with the authority to own, manage, control and administer ports within the 
Republic. 

(2 )  Where National Ports Authority (Pty) Ltd is converted as contemplated in 10 
subsection (1), the State’s rights as a shareholder of the Authority are to be exercised by 
the Shareholding Minister and, where required by this Act, with the concurrence of the 
Minister. 

5 

Authority’s memorandum and articles of association 

5. (1) The memorandum and articles of association of the Authority must be drawn up 15 

(2 )  In the event of any conflict between a provision of the memorandum or articles of 
in such a manner that the contents thereof are consistent with this Act. 

association on the one hand, and a provision of this Act on the other hand- 
(a) the provision of this Act prevails; and 
(b) the provision of the memorandum or articles of association only has legal 20 

effect if this Act is amended so as to remove the conflict. 

Non-application of provision of Companies Act 

6. A provision of the Companies Act does not apply to the Authority if- 
(a) any special or contrary arrangement is provided for in this Act; or 
(b) the Minister of Trade and Industry has issued a declaration under section 7. 

Certain provisions of Companies Act may be declared inapplicable to Authority 

25 

7 .  (1) ( a )  The Shareholding Minister may request the Minister of Trade and Industry 

(b) The request must be fully motivated by the Authority. 
(2 )  (a )  The Registrar of Companies must publish particulars about the request and the 30 

motivation contemplated in subsection (l), by notice in the Gazette. 
(b) In such notice, the Registrar must invite interested persons to submit 

representations to a person named in the notice within the period stipulated in that 
notice. 

( 3 )  (a )  After having considered the representations contemplated in subsection (2), if 35 
any, the Minister of Trade and Industry may, by notice in the Gazette, declare the whole 
or any part of the provision concerned to be inapplicable to the Authority with effect 
from the date stipulated in that notice. 

(b) The Minister of Trade and Industry may only issue the declaration if satisfied on 
reasonable grounds that the inapplicability of that provision to the Authority- 

to declare any provision of the Companies Act to be inapplicable to the Authority. 

40 
(i) 

(ii) 
will contribute to the Authority’s efficiency; 
will not reduce or limit the Authority’s accountability as a public institution 
or reduce the transparency of its functioning and operations; and 
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(iii) will not be prejudicial to the rights, interests or claims of the Authority’s 
creditors or employees or to the rights or interests of any other person. 

Authority’s financial year 

8. The Authority’s financial year runs from 1 April in any year to 31 March in the 
following year, both days included. 5 

Judicial management and liquidation 

9. Despite any other law, the Authority may not be placed under judicial management 
or liquidation, except if authorised by an Act of Parliament enacted specifically for that 
purpose. 

CHAPTER 3 10 

PORTS UNDER JURISDICTION OF AUTHORITY AND FUNCTIONS OF 
AUTHORITY 

Ports under jurisdiction of Authority 

10. (1) All ports fall under the jurisdiction of the Authority. 
(2) The Minister may by notice in the Gazette determine ports in addition to the ports 15 

contemplated in subsection (1) which fall under the jurisdiction of the Authority. 
(3) The Minister may, after consultation with the Authority, review, vary or extend the 

boundaries of ports and must consult with the municipality concerned if such review, 
variation or extension affects the municipal boundaries. 

(4) When exercising the powers referred to in subsections (2) and (3), the Minister 20 
must- 

(a) follow an open and transparent process, which must include a viability study , 
and a strategic environmental impact assessment; and 

(b) obtain Cabinet approval. 

Functions of Authority 25 

11. (1) The main function of the Authority is to own, manage, control and administer 
ports to ensure their efficient and economic functioning, and in doing so the Authority 
must- 

(a) plan, provide, maintain and improve port infrastructure; 
(b) prepare and periodically update a port development framework plan for each 30 

port, which must reflect the Authority’s policy for port development and land 
use within such port; 

(c) control land use within ports, and has the power to lease land under such 
conditions as the Authority may determine; 

(d) provide or arrange for road and rail access within ports; 
(e) arrange for services such as water, light, power and sewerage and telecom- 

munications within ports; 
cf) maintain the sustainability of the ports and their surroundings; 
(g) regulate and control- 

(i) navigation within port limits and the approaches to ports; 

35 

40 
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(ii) the entry of vessels into ports, and their stay, movements or operations in 
and departures from ports; 

(iii) the loading, unloading and storage of cargo and the embarkation and 
disembarkation of passengers; 

(v) off-shore cargo-handling facilities, including navigation in the vicinity of 
such facilities; 

(vi) pollution and the protection of the environment within the port limits; 
(vii) the enhancement of safety and security within the port limits; 

(h) ensure that adequate, affordable and efficient port services and facilities are 10 
provided; 

( i )  exercise licensing and controlling functions in respect of port services and 
port facilities; 

(i) ensure that any person who is required to render any port services and port 
facilities is able to provide those services and facilities efficiently; 

( k )  promote efficiency, reliability and economy on the part of the licensed 
operators in accordance with recognised international standards and public 
demand; 
promote the achievement of equality by measures designed to advance 
persons or categories of persons historically disadvantaged by unfair 20 
discrimination in the operation of facilities in the ports environment; 

(m) prescribe the limits within which and the levels to which dredging may be 
carried out in the ports and the approaches thereto; 

(n) provide or arrange for tugs, pilot boats and other facilities and services for the 
navigation and berthing of vessels in the ports; 

(iv) the development of ports; 5 

15 

(I) 

25 
(0) provide, control and maintain vessel trafEic services; 
(p )  promote the use, improvement and development of ports; 
(4) advise on all matters relating to the port sector, port services and port 

facilities: 
(r)  promote greater representivity, in particular to increase the participation in 30 

terminal port operations of historically disadvantaged persons; 
(s) exercise the licensing of the erection and operation of off-shore cargo- 

handling facilities and services relating thereto; 
(f) discharge or facilitate the discharge of international obligations relevant to 

ports; 35 
(u) facilitate the performance of any function of any organ of state in a port; 
(v) promote research and development in the spheres of port services and 

facilities. 
(2) The Authority may- 

(a) undertake any other activities within a port that encourage and facilitate the 40 
development of trade and commerce for the economic benefit and interest of 
the national economy; 

(b)  collaborate with educational institutions for the promotion of technical 
education regarding port services and facilities; 

(c) provide any service, including a port service or the operation of a port facility, 45 
which is required for the safe, efficient and orderly operation or management 
of a port; 

(d )  perform such other functions as may be necessary in order to achieve the 
objects of this Act; 

(e)  encourage and facilitate private and public sector investments and participa- 50 
tion in the provision of port services and facilities; 

(fl enter into agreements in terms of this Act. 
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(3) The Authority may enter into any agreement with any other statutory body or 
organ of state in order to co-ordinate and harmonise the performance of functions 
similar or related to those of the Authority. 

(4) The Authority as an operator of last resort must do everything reasonably 
necessary for the effective and economic management, planning, control and operation 5 
of ports. 

(5 )  The Authority must- 
(a) annually report to the Minister, and for that purpose section 44 applies with 

the necessary changes; and 
(b) submit a copy of that report to the Shareholding Minister. 10 

Aims of Authority 

12. The Authority must, in all its activities, aim to- 
(a) conduct business in a manner designed to achieve the objects of this Act and 

which does not jeopardise the national interest; 
(b) remain financially autonomous; 15 
(c) enable the port users to access the port system in the most efficient way 

possible; 
(d)  satisfy all reasonable demands for port services and facilities; 
(e )  co-ordinate the general activities of the ports; 
(' ensure that orderly, efficient and reliable port services, including safe and 20 

secure cargo-storage and cargo-handling facilities, are provided to port users; 
(g) promote the development and expansion of port services and facilities 

elsewhere in the world in collaboration with other countries and international 
organisations in a manner consistent with the objectives of this Act; 

(h) promote and undertake the necessary measures to enhance safety and security 25 
of life and property in ports; 

(i) integrate biophysical, social and economic issues in all forms of decision- 
making with regard to port development and operations. 

Co-operative governance 

13. (1) To give effect to the principles of co-operative governance and inter- 30 
governmental relations contemplated in Chapter 3 of the Constitution, all organs of state 
as defined in section 239 thereof must co-operate with one another in order to- 

(a)  ensure the effective management of all ports; 
(b) ensure the effective oversight of ports; and 
(c) co-ordinate the performance and minimise the duplication of functions. 35 

(2) The Authority must conclude a memorandum of understanding with the relevant 

(3) The Minister must, by notice in the Gazette, publish any co-operative 
organs of state to give effect to the co-operation contemplated in subsection (1). 

memorandum of understanding concluded in terms of subsection ( 2 ) .  

CHAPTER 4 

BOARD, STAFF AND ASSETS OF AUTHORITY 

Composition of Board 

40 

14. (1) Subject to subsection (7), the Board consists of a minimum of seven and a 
maximum of 13 members, appointed by the Shareholding Minister after consultation 
with the Minister. 45 

(2) The members ofthe Boardmst havespecial--rim-d ~- 

be of value to the Authority in the performance of its functions, in such fields as- 
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(a) management of ports; 
(b) international trade; 
(c) corporate management; 
(d)  maritime transport; 
(e) commerce, finance and legal and economic matters; 
(JJ transport and logistics, ships agency, clearing and forwarding. 

chairperson. 
(3) The Shareholding Minister must appoint one member of the Board as the 

(4) The Board must elect a deputy chairperson from among its members. 
(5) Members of the Board may not represent particular interests of a certain group, but 

must promote the harmonious development and improvement of the ports to the benefit 
of all users and the economy. 

(6)  In selecting persons for appointment to the Board, cognisance must be taken to the 
objects of this Act and the functions of the Authority. 

(7) The board of National Ports Authority (Pty) Ltd, as it existed immediately prior to 
the date on which the Authority becomes the successor to National Ports Authority (Pty) 
Ltd, constitutes the first Board of the Authority and must be deemed to have been 
appointed in terms of this Act. 

Nomination and appointment of members of Board 

15. (1) (a) The Shareholding Minister must call for nominations through the national 
media. 

(b) Subject to sections 14 and 17, the Shareholding Minister must appoint a member 
of the Board from among the persons nominated. 

(2) (a) Whenever a position on the Board becomes vacant, the Shareholding Minister 
may appoint any person to serve for the unexpired period of the term of office of the 
previous member irrespective of when the vacancy occurs. 

(b) The person contemplated in paragraph (a) must preferably have special 
knowledge and experience, contemplated in section 14(2). 

Functions of Board 

16. (1) The Board represents the Authority and all actions performed by the Board in 

(2) The Board- 
terms of this Act and within its authority are deemed to be actions of the Authority. 

(a) approves the strategic and business plans of the Authority, including budgets, 
pricing mechanisms policy and financing arrangements; 

(b) institutes the necessary control measures to ensure that the Authority is 
managed and operated in accordance with sound business principles; 

(c)  approves port reform measures, including concession agreements contem- 
plated in section 56; 

(d)  ensures that small and medium-sized enterprises owned by historically 
disadvantaged groups have an equitable opportunity to participate in the 
operations of facilities in the ports environment; 

(e) appoints and enters into a performance contract with the chief executive 
officer of the Authority; 

(fJ sets criteria and policy for the effective execution of the Authority’s regulatory 
and control functions; 

(g) evaluates the overall policy for the development, improvement and extension 

(h) approves the sale, acquisition and long-term lease of property in ports; 
(i) approves the long-term lease of land; 
(jl maintains sound relations with the State and other industry stakeholders; 
(k)  approves contracts for major works and purchases subject to section 54 of the 

PFMA; 

of ports; 
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(1) 
(m) gives effect to the Government’s national commercial ports policy. 

approves the appointment of senior executive employees of the Authority; and 

(3) Nothing in subsection (1) precludes the Board from performing any function 
reasonably necessary for the effective and economic management, planning, operation 

(4) Under no circumstances should land within ports owned by the Authority be sold. 
and control of ports and which is not in conflict with this Act. 5 

Persons disqualified from membership of Board 

17. A person may not be appointed or remain a member of the Board if such a 
person- 

is not a citizen of South Africa; 
is an unrehabilitated insolvent; 
has been declared by a court to be mentally ill; 
has been convicted of an offence, whether in the Republic or elsewhere, 
committed after the Constitution of the Republic of South Africa, 1993 (Act 
No. 200 of 1993), took effect, and sentenced to imprisonment without the 15 
option of a fine; 
has been convicted- 
(i) whether in the Republic or elsewhere, of theft, fraud, forgery, perjury or 

any other offence involving dishonesty; or 
(ii) has been convicted of an offence under this Act; 
has any financial interest in the business of any port; 
is otherwise disqualified from serving as director in terms of the Companies 
Act. 

10 

20 

Terms of office of members of Board 

18. (1) The chairperson and the other members of the Board hold office for a period 25 

(2) (a)  The chairperson may be reappointed for further periods not exceeding three 

(b) The other members of the Board may be reappointed to ensure continuity, but may 

(3) The Shareholding Minister must remove a member of the Board from office- 

determined by the Shareholding Minister, but not exceeding three years. 

years each. 

not serve for more than six consecutive years. 30 

(a) for failing to perform his or her functions diligently; 
(b) for failing to comply with section 19( l), (2) or (3); 
(c) for being absent without good reason from three consecutive meetings of the 

(d) for misconduct. 
Board without the permission of the chairperson; or 35 

(4) A member of the Board may resign by giving one month’s written notice to the 
Shareholding Minister. 

( 5 )  A member of the Board is appointed on such terms and conditions and is entitled 
to such remuneration as the Shareholding Minister may, with the concurrence of the 40 
Minister of Finance, stipulate in that member’s letter of appointment. 

(6) The Shareholding Minister may extend the terms of office of members of the 
Board upon the expiry of their terms of office for such period as may be necessary, not 
exceeding three months, to finalise the appointment of a new board. 

Disclosure of interest by members of Board 45 

19. (1) A member of the Board must, upon appointment, submit to the Shareholding 
Minister and the Board a written statement in which it is declared whether or not that 
member has any direct or indirect financial interest which could reasonably be expected 
to compromise the Board in the performance of its functions. 

(2) A member of the Board may not be present at, or take part in, the discussion of or 50 
the taking of a decision on any matter before the Board in which that member or his or 
her family member, business partner or associate has a direct or indirect financial 
interest. 
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(3) If any member of the Board acquires an interest that could reasonably be expected 
to be an interest contemplated in this section, he or she must immediately in writing 
declare that fact to the Shareholding Minister and the Board. 
(4) If an organisation or enterprise in which a member of the Board has an interest 

contemplated in section (2) is requested to offer its services to the Authority, the 
organisation or enterprise must immediately, in writing, declare the member's interest to 
the Shareholding Minister and the Board. 

Meetings of Board 

5 

20. (1) (a) The first meeting of the Board must be held at a time and place determined 
by the Shareholding Minister and thereafter Board meetings must be held at such times 10 
and places as the Board may determine. 

(b) The Board must meet at least once every three months. 
(2) The chairperson- 

(a) may convene a special meeting of the Board; and 
(b) must convene a special meeting of the Board within 14 days of the receipt of 15 

a written request to convene such a meeting signed by not less than one 
quarter of the members of the Board. 

(3) Whenever the chairperson is not available, the deputy chairperson exercises the 

(4) A quorum for any meeting of the Board is a majority of all members of the Board. 20 
(5)  All decisions of the majority of the members of the Board present at a meeting are 

(6)  In the case of an equality of votes at any meeting of the Board, the chairperson has 

powers of the chairperson, subject to such directions as the chairperson may give. 

binding on the Board and the Authority. 

a casting vote in addition to a deliberative vote. 

Delegation and assignment of functions by Board 25 

21. (1) The Board may, by a resolution passed by 75 per cent of its members- 
(a)  delegate any of its powers and assign any of its duties conferred or imposed by 

or under this Act and the memorandum and articles of association of the 
Authority, to any member of the Board, the chief executive officer or any 
employee of the Authority; and 

(b)  amend or revoke such delegation or assignment. 
30 

(2) Notwithstanding a delegation or assignment under subsection (I) ,  the Board is not 

(3) (a) Any delegation or assignment contemplated in subsection (1)- 
divested of any power or duty so delegated or assigned. 

(i) may be made subject to such conditions as the Board may determine; 
(ii) may include the power to subdelegate or reassign subject to the conditions 

contemplated in subparagraph (i); 
(iii) must be communicated to the delegatee or assignee in writing. 

(b) The written communication contemplated in paragraph (a)(iii) must contain full 
particulars of the matters being delegated or assigned and of the conditions subject to 40 
which the power may be exercised or the duty must be performed. 

Appointment of chief executive officer 

35 

22. (1) The Board must, with the approval of the Shareholding Minister, appoint a 
chief executive officer within three months of the incorporation date, or such longer 

(2) The Board must invite applications for the post of chief executive officer by 

(3) A person appointed as chief executive officer must- 

period as the Shareholding Minister may determine. 45 

publishing an advertisement in the media. 

(a) have qualifications or experience relevant to the functions of the Authority; 
(b) have extensive knowledge of port affairs; and 50 
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(c) not be disqualified as contemplated in section 17(a) to (f. 
(4) The appointment of the chief executive officer is subject to the conclusion of a 

(5) A chief executive officer- 
(a) is appointed for the period specified in his or her letter of appointment; and 
(b) may be reappointed. 

(6 )  The person who fulfils the function of the chief executive officer of National Ports 
Authority (Pty) Ltd immediately prior to the incorporation date serves as the chief 
executive officer until the Board appoints a chief executive officer in terms of this 
section. 10 

performance contract with the Authority. 

5 

Functions of chief executive officer 

23. (1) The chief executive officer is responsible for- 
(a) the execution of the policy and directives of the Board; 
(b) the implementation of the Authority’s functions; 
(c) the organisation, control and management of the day-to-day business of the 15 

Authority; and 
(d) ensuring that the Authority achieves its goals. 

(2) The chief executive officer may in writing delegate any of his or her powers or 
assign any of his or her duties to a senior employee of the Authority, but must advise the 
Board from time to time of any such delegation or assignment. 20 

Vacating of and removal from office of chief executive officer 

24. (1) The Board must, subject to applicable labour legislation, remove the chief 
executive officer from office- 

(a) for misconduct; 
(b) for failing to perform the duties connected with that office diligently; 
(c) if the chief executive officer becomes subject to any disqualification 

contemplated in section 17(a) to (’. 
(2) (a) The chief executive officer may resign on two months’ written notice to the 

Board. 
(b) If the Board is not sitting at the time of such resignation, the notice may be handed 30 

to the chairperson of the Board and must be regarded as having been received by the 
Board on the date on which it is handed to the chairperson. 

Acting chief executive officer 

25 

25. (1) The Board may in writing appoint any senior employee of the Authority to act 
as chief executive officer when the holder of that office- 35 

(a) is temporarily unable to perform the duties connected with that office; or 
(b) has vacated or been removed from that office and a new chief executive officer 

has not yet been appointed. 
(2) The chief executive officer may in writing appoint any senior employee of the 

Authority to act as chief executive officer for any period that the chief executive officer 40 
is absent from the Republic. 

(3) An acting chief executive officer may exercise all the powers and must perform all 
the duties of the chief executive officer. 

Appointment and transfer of staff of Authority 

26. (1) The chief executive officer may appoint such persons as he or she deems fit for 45 
the proper discharge of the functions of the Authority. 

(2) All persons who immediately prior to the date on which National Ports Authority 
(Pty) Ltd is incorporated, were in the employ of National Ports Authority of South Africa 
are deemed to have been transferred to the service of National Ports Authority (Pty) Ltd 
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on that date without any interruption in their service, on terms and benefits no less 
favourable than those enjoyed by them immediately prior to their transfer. 

(3) All persons who immediately prior to the date determined in terms of section 27( 1) 
were in the employ of National Ports Authority (Pty) Ltd are deemed to have been 
transferred to the service of the Authority on that date without any interruption in their 
service, on terms and benefits no less favourable than those enjoyed by them 
immediately prior to their transfer. 

(4) For the purpose of the application of the Income Tax Act, 1962 (Act No. 58 of 
1962), to the transfer of employees contemplated in subsections (2) and (3), it is deemed 
that the Authority, National Ports Authority (Pty) Ltd and National Ports Authority of 
South Africa are the same employer. 

'Ikansfer of ports, land and other rights and obligations 

27. (1) (a) On a date after the commencement of this Act, determined by the 
Shareholding Minister by notice in the Gazette, National Ports Authority (Pty) Ltd 
becomes the successor to National Ports Authority of South Africa. 

(b) The date contemplated in paragraph (a) must be determined after consultation 
with the Minister and with the concurrence of the Minister of Finance. 

(2) On the date determined in terms of subsection (l), Transnet must transfer to 
National Ports Authority (Pty) Ltd the business of the National Ports Authority of South 
Africa and- 

(a)  all land and immovable property relating to the business of National Ports 
Authority of South Africa and owned by Transnet will vest in the National 
Ports Authority (Pty) Ltd; and 

(b) all movable property and all liabilities, rights and obligations of Transnet 
relating to the National Ports Authority of South Africa as determined by the 
Shareholding Minister will vest in National Ports Authority (Pty) Ltd. 

(3) Upon the vesting contemplated in subsection (2), the Board of National Ports 
Authority (Pty) Ltd must inform the National Treasury in the manner contemplated in 
section 54(2) of the PFMA. 

(4) On the date contemplated in subsection (1 )  and arising out of the vesting in terms 
of subsection (2), and without derogating from the generality of that subsection, 
National Ports Authority (Pty) Ltd- 

(a) becomes the owner of all land and immovable property situated within ports; 
(b) becomes the owner of all lighthouses and other navigational aids; 
(c) is substituted as the litigating party for Transnet in all pending litigation 

relating to the business of the National Ports Authority, including arbitration 
and mediation, as if it had been the litigant from the beginning; and 

(d) is substituted as the contracting party for Transnet in all contracts relating to 
the business of the National Ports Authority as if the Authority had been the 
contracting party from the beginning. 

( 5 )  Subsections (2) and (4) are not to be interpreted as confemng on National Ports 

(a)  movable or immovable property which, before the date determined in terms of 
subsection (l), was vested in a person other than Transnet Limited or any of 
its Divisions; 

(b) telecommunication facilities or petroleum pipelines of Transnet Limited or 
any of its Divisions. 

Authority (Pty) Ltd a right of ownership in- 

5 

10 

15 

20 

25 

30 

35 

40 

45 
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(6 )  Despite section 5 of the State Land Disposal Act, 1961 (Act No. 48 of 1961), and 
the provisions of the Deeds Registries Act, 1937 (Act No. 47 of 1937), a registrar of 
deeds referred to in section 102 of the latter Act must, on submission of a certificate by 
the Shareholding Minister that land has vested under this section, make such entries and 
endorsements free of charge as the registrar considers necessary in any appropriate 
register in order to register the transfer of such land in the name of the Authority. 

(7) A registrar of deeds must, on submission of a certificate by the Shareholding 
Minister that a servitude, other real right or lease has vested under this section, make 
such entries and endorsements as the registrar considers necessary in or on any 

(8) (a) Despite any provision in any other law to the contrary, and with the 
concurrence of the Minister of Finance, Transnet, National Ports Authority (Pty) Ltd and 
the Authority are exempt from- 

any tax, value-added tax, capital gains tax, stamp duties, transfer duties or 
registration fees payable in terms of any law in relation to the transfer of 15 
assets or rights; 
any fee or charge required in terms of the Companies Act; and 
any fee or charge required in terms of the Deeds Registries Act, 1937 (Act 
No. 47 of 1937). 

(b) The exemption referred to in paragraph (a) applies to the processes contemplated 20 

5 

appropriate register in order to register such vesting in the name of the Authority. 10 

(i) 

(ii) 
(iii) 

in sections 3, 4 and 27. 

State guarantees 

28. Subject to section 66 of the PFMA, the Authority may borrow money or issue a 
guarantee, indemnity or security, or enter into any other transaction contemplated in that 
section. 25 

CHAPTER 5 

PORTS REGULATOR 

Establishment of Regulator 

29. There is hereby established an independent ports regulatory body, vested with 
legal personality, to be known as the Ports Regulator. 

Functions of Regulator 

30 

30. ( I )  The main functions of the Regulator are to- 
(a) exercise economic regulation of the ports system in line with government’s 

strategic objectives; 
(b) promote equity of access to ports and to facilities and services provided in 35 

ports; 
(c) monitor the activities of the Authority to ensure that it performs its functions 

in accordance with this Act. 

(a) hear appeals and complaints contemplated in sections 46 and 47, respectively, 40 
and investigate complaints contemplated in section 48; 

(b) negotiate and conclude an agreement with the Competition Commission 
established by section 19 of the Competition Act, 1998 (Act No. 89 of 1998), 
to co-ordinate and harmonise the exercise of jurisdiction over competition 
matters, and topensure consistent application of the principles of this Act; 

(c) advise and receive advice from any other regulatory authority; 
(d)  consider proposed tariffs of the Authority, contemplated in section 72, in the 

prescribed manner; 

(2) The Regulator must- 

45 
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(e) promote regulated competition; 
(fl regulate the provision of adequate, affordable and efficient port services and 

facilities. 
(3) The Regulator may, with the concurrence of the Minister, and by notice in the 

Gazette, issue directives not in conflict with this Act for matters relating to the proper 
performance of the functions of the Regulator, including- 

(a) forms to be used when complaints or appeals are submitted to the Regulator; 
(b) time periods within which complaints or appeals must be submitted; 
(c) information to be supplied when a complaint or appeal is submitted; 
(d)  filing fees for the lodging of complaints or appeals with the Regulator; 
(e )  access by the Regulator to confidential information of the Authority; 
(fi manner and form of participation in proceedings of the Regulator; 
(g) procedures regarding the running of the business of the Regulator; 
(h) the filing of prices charged by the provider of any port service other than the 

Authority. 15 
(4) The Regulator may enter into an agreement with any other statutory body in order 

to co-ordinate and harmonise the performance of functions similar or related to those of 
the Regulator. 

(5) Whenever necessary or required by the Minister, the Regulator must report to the 

(6)  The Regulator must, as soon as practicable after 31 March of each year but not 
later than 30 June of each year, submit to the Minister a report giving particulars 
regarding the activities of the Regulator during the year which ended on the 
first-mentioned date. 

5 

10 

Minister on any matter relating to the application or purposes of this Act. 20 

(7) The Minister must table in Parliament any report- 25 
(a) contemplated in subsection ( 3 ,  if such report deals with a substantial matter 

relating to the application or purposes of this Act; and 
(b) contemplated in subsection (6). 

(8) Any report referred to in subsection (7) must be tabled- 
(a) within 10 business days after receiving the report from the Regulator; or 
(b) if Parliament is not then sitting, within 10 business days after the 

commencement of the next session. 

30 

Nomination and appointment of members of Regulator 

31. (1) (a) The Regulator consists of a chairperson and a minimum of six and a 
maximum of 12 other members appointed by the Minister for a period of up to five years 35 
at a time. 

(b) The members of the Regulator may be re-appointed. 
(2) The Minister must call for nominations of members to the Regulator in the 

national media and appoint the members from the persons so nominated. 
(3) Notwithstanding subsection (2), the Minister may appoint persons other than 40 

those nominated. 
(4) The members of the Regulator must, when viewed collectively, comprise 

sufficient persons with suitable qualifications or experience in economics, the law, 
commerce, ports, the shipping industry and public affairs. 

(5) Each member of the Regulator must- 45 
(a) be a citizen of the Republic, who is ordinarily resident therein; 
(b) be committed to the purposes and principles enunciated in this Act; and 
(c) be available to fulfil his or her role as a member. 

(a) is an unrehabilitated insolvent; 50 
(b) is subject to an order of a competent court holding that person to be mentally 

unfit or disordered; 
(c) has been convicted of an offence committed after the Constitution of the 

Republic of South Africa, 1993 (Act No. 200 of 1993), took effect, and 

(6)  A person may not be a member of the Regulator if that person- 

sentenced to imprisonment without the option of a fine; 55 
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(d) has been convicted, whether in the Republic or elsewhere, of theft, fraud, 
forgery, perjury or any other offence involving dishonesty; 

( e )  has been convicted of an offence under this Act; or 
(f) has any financial interest in the business of any port. 

(7) A member of the Regulator who is not an officer in the public service must be paid 
such allowance for his or her services as the Minister with the concurrence of the 
Minister of Finance may determine. 

(8) The Minister may extend the terms of office of members of the Regulator upon the 
expiry of their terms of office for such period as may be necessary, not exceeding three 

5 

months, to finalise the appointment of a new board. 10 

Disclosure of interests and certain prohibitions 

32. (1) A member of the Regulator must, upon appointment, submit to the Minister a 
written statement in which it is declared whether or not that member has any direct or 
indirect interest which could compromise the Regulator in the performance of its duties. 

(2) A member of the Regulator may not- 15 
(a) engage in any activity that may undermine the integrity of the Regulator; 
(6)  participate in any investigation, hearing or decision of the Regulator 

concerning a matter in respect of which that person or a family member or a 
business partner or associate of that member has a direct financial interest or 

(c) make private use of, or profit from, any confidential information obtained as 
a result of performing official functions within the Regulator. 

any other personal interest; or 20 

Vacation of office of members of Regulator 

33. (1) The Minister must remove a member of the Regulator from office- 
(a) for being absent without good reason from three consecutive meetings of the 25 

Regulator without the permission of the chairperson; 
(b) for failing to perform his or her functions diligently; 
(c) for ceasing or failing to comply with any requirement referred to in sections 

31(5) or 32(1) or (2); or 
(d) for misconduct. 30 

(2) A member of the Regulator may resign by giving one month’s written notice to the 
Minister. 

(3) If a member of the Regulator for any reason ceases to hold office, the Minister may 
appoint another person in his or her stead for the remainder of the term of office of the 
member. 35 

Appointment of Regulator’s chief executive officer 

34. (1) (a) The Minister must, after advertising in the media and after consultation 

(b) Sections 31(5) and (6) and 32(1) and (2) apply to the chief executive officer with 

(2) Subject to the directions of the Regulator, the chief executive officer is responsible 

with the Regulator, appoint a person as chief executive officer of the Regulator. 

the changes required by the context. 

for- 

40 

(a) the management of the day-to-day affairs of the Regulator; 
(b) the administrative control over the resources of the Regulator and members of 

staff appointed in terms of section 37. 45 
(3) The chief executive officer is ex officio a member of the Regulator. 
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Vacating of and removal from office of Regulator’s chief executive officer 

35. (1) The Regulator must, after consultation with the Minister, remove the chief 
executive officer from office- 

(a) for misconduct; 
(b) for failing to perform the duties connected with that office diligently; 
(c) if the chief executive officer ceases or fails to comply with any requirement 

referred to in section 31(5) or 32(1) or (2). 
(2) (a) The chief executive officer may resign on two months’ written notice to the 

Regulator. 
(b) If the Regulator is not sitting at the time of such resignation, the notice may be 10 

handed to the chairperson of the Regulator and must be regarded as having been 
received by the Regulator on the date on which it is handed to the chairperson. 

5 

Regulator’s acting chief executive officer 

36. (1) The Minister may in writing appoint any senior employee of the Regulator to 

(a) is temporarily unable to perform the duties connected with that office for any 
reason whatsoever; or 

(b) has vacated or been removed from that office and a new chief executive officer 
has not yet been appointed. 

(2) An acting chief executive officer may exercise all the powers and must perform all 20 

act as chief executive officer when the holder of that office- 15 

the duties of the chief executive officer. 

Secretariat of Regulator 

37. (1) The chief executive officer must- 
(a) on such conditions as the Regulator, with the approval of the Minister, may 

determine, appoint such employees as may be required to perform the work 25 
connected with the functions of the Regulator; and 

(b) pay its employees such remuneration, allowances, subsidies and other benefits 
as the Regulator may determine in accordance with a remuneration structure 
approved by the Minister with the concurrence of the Minister of Finance. 

(a) engage in any activity that may undermine the integrity of the Regulator or the 
Authority; 

(b) participate in any investigation, hearing or decision of the Regulator or of the 
Authority concerning a matter in respect of which that person or a family 
member of that member has a direct financial interest or any other personal 35 
interest; 

(c) make private use of, or profit from, any confidential information obtained as 
a result of performing official functions within the Regulator. 

(2) A member of the secretariat of the Regulator may not- 30 

Services of non-employees 

38. (1) The Regulator may, with the approval of the Minister, in the performance of 40 
its functions in terms of this Act, for specific projects- 

(a) enter into contracts for the services of persons having technical or specialised 
knowledge of any matter relating to the work of the Regulator; and 

(b )  determine the remuneration, including reimbursement for traveling, subsis- 

(2) Section 37(2) applies to a person appointed under subsection (1) with the changes 
tence and other expenses of such persons. 45 

required by the context. 

Meetings of Regulator 

39. (1) The Regulator must meet as often as may be required for the proper 
performance of its functions. 50 
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(2 )  The Minister must designate a member of the Regulator as the chairperson. 
(3) In the absence of the chairperson from a meeting of the Regulator, the members 

present at that meeting must elect one of their number to preside at that meeting. 
(4) The chairperson must, upon a written request of at least two members, convene a 

special meeting to be held as soon as possible but not later than one week after the date 
of receipt of such request. 

( 5 )  The quorum for any meeting of the Regulator is a simple majority of its members. 
(6) The chairperson must determine the procedure to be followed at meetings. 
(7) The meetings of the Regulator are open to the public. 

5 

Minutes of meetings 10 

40. (1) The Regulator must cause minutes of its meetings to be kept and copies of the 

(2) The minutes, when signed by the chairperson, are in the absence of proof of any 
minutes to be circulated to its members and the Minister. 

error- 
(a) regarded as a true and correct record of the proceedings; 
(b) evidence of those proceedings before a court of law, any tribunal or a 

commission of inquiry. 

15 

Decisions of Regulator 

41. (1) Any decision of the Regulator must- 
(a) be taken within a procedurally fair process in which the affected persons have 20 

the opportunity to submit their views; 
(b) be in writing; 
(c) include reasons for the decision. 

( 2 )  The decision of the majority of members present at a meeting constitutes a 

(3) In the event of an equality of votes on any matter, the chairperson has a casting 

(4) Any person directly affected by a decision of the Regulator must be furnished with 

decision of the Regulator. 25 

vote in addition to his or her deliberative vote. 

a copy of the decision and the reasons therefor. 

Funding of Regulator 30 

42. (1) The funds of the Regulator consist of- 
(a) money appropriated by Parliament; 
(b) interest on investments; 
(c) fees charged for the filing of complaints or appeals with the Regulator. 

(2) The Regulator must utilise its funds to defray expenses in connection with the 35 
performance of its functions in terms of this Act. 

Accounting and accountability 

43. (1) The Regulator must exercise its fiscal, accounting and reporting duties in 
accordance with the provisions of the PFMA. 

(2 )  The Regulator’s chief executive officer is the accounting officer of the Regulator 40 
and must- 

(a) open an account in the name of the Regulator with a financial institution and 
deposit therein all moneys received in terms of section 42( 1); 

(b) cause proper records to be kept of all financial transactions, assets and 

(c)  as soon as possible after the end of each financial year, cause to be prepared a 
statement of the income and expenditure of the Regulator for that financial 
year and a balance sheet of its assets and liabilities as at the end of that 
financial year. 

liabilities of the Regulator; 45 
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(3) The records, statement and balance sheet referred to in subsection (2) must be 

(4) The financial year of the Regulator ends on 31 March in each year. 
(5) The Regulator must in each financial year, at a time determined by the Minister, 

submit a statement of its estimated income and expenditure for the following financial 
year to the Minister for his or her approval, granted with the concurrence of the Minister 
of Finance. 

audited by the Auditor-General. 

5 

Annual report 

44. The annual report contemplated in section 30(6) must include- 
(a)  an audited balance sheet and statement of income and expenditure; 
(b) a report on the audit contemplated in section 43(3); 
(c) an account of the execution of the business plan of the Regulator; 
(d) the business plan and statement of the Regulator’s estimated income and 

expenditure for the following financial year; 
(e) the envisaged strategies of the Regulator; 
Ifl such matters as the Regulator may wish to report on; 
(g) such other information as the Minister may require. 

Delegation of powers 

10 

15 

45. (1) The Regulator may by resolution and with the approval of the Minister 
delegate in writing any power vested in it by this Act to the chief executive officer or any 20 
member of the Regulator. 

(2) A delegation under subsection (1) does not prevent the Regulator from exercising 
the power itself. 

(3) The Regulator may by resolution, and the Minister may by written notice to the 
Regulator, at any time amend or cancel a delegation made under subsection (1). 

Appeals 

25 

46. (1) Any port user or licensed operator whose rights are adversely affected by a 
decision of the Authority may appeal against that decision to the Regulator in the 
manner directed under section 30(3). 

(2) After considering the appeal the Regulator must- 30 
(a)  confirm, set aside or vary the decision; or 
(b) substitute the decision of the Authority for its own. 

Complaint against Authority 

47. (1) Any complaint against the Authority must be lodged with the Regulator in the 
manner directed under section 30(3). 

(2) A complaint against the Authority may be based on any ground provided for by the 

(a )  access to ports and port facilities are not provided in a non-discriminatory, fair 
and transparent manner; 

(b)  small and medium-sized enterprises owned by historically disadvantaged 40 
groups do not have an equitable opportunity to participate in the operation of 
facilities in the ports environment; 

(c)  Transnet is treated more favourably and that it derives an unfair advantage 
over other transport companies. 

35 

Regulator by direction under section 30(3) or on the ground that- 

Investigation of complaint 45 

48. (1) The Regulator may investigate any complaint against the Authority and must 
conclude the investigation as speedily as possible. 
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(2) A complaint against the Authority must be conducted in the manner directed under 
section 30(3). 

Hearings before Regulator 

49. (1) The Regulator may conduct a hearing into any matter referred to it, but must 

(2) Hearings before the Regulator must be conducted in the manner directed under 
conduct a hearing in respect of a matter referred to it in terms of section 46. 5 

section 30(3). 

Right to participate in hearing 

50. The following persons may participate in a hearing in person or through a 
representative and may put questions to witnesses and inspect any book, document or 10 
item presented at the hearing: 

(a) Any person appointed by the Regulator; 
(b) the complainant; 
(c) the Authority; 
(d) any other person who has a material interest in the hearing, unless the 15 

presiding member of the Regulator rules that another participant adequately 
represents that interest. 

Taking of evidence at hearing 

51. (1) The Regulator may, by direction under section 30(3), determine the rules of 

(2) Aperson questioned by the Regulator must answer each question truthfully and to 
the best of that person’s knowledge, but a person is not obliged to answer any question 
if the answer is self-incriminating. 

(3) No self-incriminating answer given or statement made during the course of a 
hearing of the Regulator is admissible as evidence in criminal proceedings against the 25 
person concerned, except in criminal proceedings in which that person is tried for an 
offence relating to- 

(a) the administering or taking of an oath or the administering or making of an 
affirmation; 

(b)  the giving of false evidence; 30 
(c) the making of a false statement; or 
(d) a failure to answer lawful questions fully or satisfactorily. 

procedure for the taking of evidence before the Regulator. 20 

Rules of procedure 

52. Subject to such rules of procedure as the Regulator may make, the member of the 
Regulator presiding at a hearing may determine any matter of procedure for that hearing, 35 
with due regard to the circumstances of the case. 

Interim relief 

53. The Regulator may, if so requested by a person who lodged a complaint with the 
Regulator, make such interim order as it may deem necessary in the circumstances. 

Orders of Regulator 40 

54. (1) In addition to its other powers in terms of this Act, the Regulator may- 
(a) make an appropriate order in relation to any complaint, including- 

(i) interdicting any conduct or action; 
(ii) declaring the whole or any part of an agreement to be void; 

(2) (a)  The Regulator may at any time adjourn a hearing for a reasonable period of 

(b) If the Regulator adjourns a hearing in terms of paragraph (a) it may, on 

(b) condone any breach of its rules and procedures on good cause shown. 45 

time, if there is need to do so. 

application, make such interim order as it deems fit. 
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Winding up and dissolution of Regulator 

55. (1) The Minister may by notice in the Gazette determine the date on which the 

(2) Upon the winding-up of the Regulator’s activities, the Minister must- 
Regulator will cease to operate. 

(a)  subject to applicable labour laws, determine the future of the Regulator’s 
employees; and 

(b) with the concurrence of the Minister of Finance, determine how the 
Regulator’s assets and liabilities must be dealt with. 

5 

CHAPTER 6 

PROVISION OF PORT SERVICES AND PORT FACILITIES 
AND USE OF LAND 

10 

Agreements in port operations and services 

56. (1) The Authority may enter into an agreement with any person in terms of which 
that person, for the period and in accordance with the terms and conditions of the 
agreement, is authorised to- 15 

(u) design, construct, rehabilitate, develop, finance, maintain or operate a port 
terminal or port facility, or provide services relating thereto; 

(b) provide any other service within a port designated by the Authority for this 
purpose; 

(c) perform any function necessary or ancillary to the matters referred to in 20 
paragraphs (a)  and (b); or 

(d) perform any combination of the functions referred to in paragraphs (a),  (b) 
and (c). 

(2) An agreement concluded in terms of this section must provide for the Authority to 
monitor and annually review performance with regard to the operation of the terminal or 25 
facility and the provision of the relevant services in terms of a performance standard 
specified in the agreement. 

(3) The services authorised under the agreement contemplated in subsection (1) may 
include stevedoring on board a vessel. 

(4) Notwithstanding any other provision of this Act, the Authority may enter into 30 
agreements in terms of which it contracts out any service which the Authority is required 
to provide in terms of this Act. 

(5) An agreement contemplated in subsection (1) or (4) may only be entered into by 
the Authority in accordance with a procedure that is fair, equitable, transparent, 
competitive and cost-effective. 35 

Licence regarding port services and facilities 

57. (1) Unless an agreement contemplated in section 56 has been concluded, no 
person other than the Authority may provide a port service or operate a port facility 
otherwise than in terms of a licence issued under this section. 

(2) Any person may, subject to the provisions of this Act, apply to the Authority for a 40 
licence. 

(3) Any application for a licence must be lodged in the prescribed manner and in 
accordance with an invitation issued by the Authority by notice in the Gazette. 

(4) The Authority must, in an invitation contemplated in subsection (3), specify- 
(a) the kind of service in respect of which applications are invited; 
(b) the form in which applications must be submitted, includjng_anqr f eemab le  .~ 

upon submission of an application; 
(c) the manner in which it is contemplated that the service must be provided; 
(d) the place where and times when any application form or relevant document 

(e) the period within which such applications must be lodged. 

45 

may be obtained from the Authority; and 50 
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(5) The Authority may require an applicant for a licence, at the applicant’s expense, 
to furnish the Authority, within the period specified by it, with such further information 
as may be necessary in order to consider the application. 

(6) Within six weeks after receiving an application in accordance with subsection (2), 
the Authority must- 5 

(a )  issue a licence subject to specified terms and conditions; or 
(b) refuse to issue a licence and give written reasons for such refusal. 

(7) (a) The Authority may exempt a person from having to obtain a licence in terms 
of this Act if- 

(i) an agreement contemplated in section 1 l(3) has been concluded; and 
(ii) the Authority is satisfied that the activities of the person concerned are, 

for purposes of this Act, sufficiently regulated by the other statutory body 
or organ of state contemplated in that section. 

(b) An exemption contemplated in paragraph (a)  may be made subject to such 

10 

conditions, authorised by this Act, as the Authority may deem fit. 15 

Conditions of licence 

58. (1) A licence issued under section 57 must set out- 
(a )  the duration of the licence; 
(b) the types of services or facilities to be provided by the licensed operator; 
(c) the annual licence fee payable by the licensed operator; 
(d) the duties and obligations of the licensed operator in respect of the services or 

facilities provided by it; and 
( e )  such other terms and conditions as may be necessary. 

20 

( 2 )  The terms and conditions of a licence may- 
control and restrict, directly or indirectly, the creation, holding or disposal of 25 
shares in the licensed operator or its shareholders or interests in the 
undertaking of the licensed operator; 
restrict the carrying on by the licensed operator of any trade or business which 
is not related to the activity authorised in the licence; 
provide for the modification of the licence; 
provide for the determination of performance standards; and 
provide for the control and, if necessary, the reasonable fixing of prices to be 
charged by a licensed operator. 

30 

Restriction on transfer of licence 

59. (1) A licence may not be transferred to any third party without the prior written 35 

( 2 )  Any transfer of a licence in contravention of subsection ( 1 )  is of no force or effect. 
consent of the Authority. 

Suspension or cancellation of licence 

60. (1) Subject to this section, the Authority may cancel or for a reasonable period 

(a )  the licensed operator contravenes or breaches any condition of its licence, any 
provision of this Act or the regulations, or any directive issued by the 
Authority in terms of this Act; 

(b) the licensed operator is sequestrated, liquidated or placed under judicial 

(c) the licensed operator has made any assignment to, or composition with, its 
creditors; or 

(d)  the safety of vessels and persons within ports or the national security of the 
Republic so requires. 

( 2 )  The Authority may direct a licensed operator to take specified measures to remedy 50 

suspend a licence, if- 40 

management; 45 

any contravention or breach contemplated in subsection (1) (a). 
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(3) Prior to acting under subsection (1) or (2), the Authority must give written notice 
to the licensed operator- 

(a) indicating the intention to cancel or suspend the licence or the intention to 
issue a direction; 

(b) setting out the reasons why it is considering cancelling or suspending the 
licence or issuing the direction; and 

(c) affording the licensed operator a reasonable opportunity to make representa- 
tions as to why the licence should not be cancelled or suspended or the 
direction should not be issued. 

(4) Where a licence is cancelled or suspended under subsection (l), the Authority 
may, if it considers that such cancellation or suspension would materially affect the 
movement of cargo or passengers in a port- 

(a) provide the port service or operate the port facility; 
(b) engage any employee of the licensed operator, or any third party, to carry out 

functions as directed by the Authority; and 
(c) recover any expenses from the licensed operator concerned. 

Directives affecting licensed operators and other persons 

61. (1) The Authority may give directives with respect to standards of performance 

(a) to ensure the reliability of the supply of port services and facilities; or 
(b) in the interest of public safety or the environment. 

(2) Before issuing a directive under subsection (l), the Authority must give written 

and procedures to be observed by licensed operators- 

notice to the affected licensed operator- 
(a) indicating the intention to issue the directive; 
(b) setting out the reasons why it is considering issuing the directive; and 
(c) affording the operator a reasonable opportunity to make representations as to 

why the directive should not be issued. 

Duties of licensed operators 

62. (I) A licensed operator must- 
(a) provide the port services and operate the port facilities specified in its licence; 
(b) comply with this Act and any other law; 
(c)  meet the performance standards specified in its licence; and 
(d) provide reliable, efficient and economical port services and facilities to port 

users in accordance with the conditions of the licence granted to it. 

(a) within three months after the end of each financial year, submit to the 
Authority a report of its licensed operations during that financial year, 
including- 

(i) the quality and level of its service in the financial year under 
review; 

(ii) its compliance with the terms and conditions of its licence, this 
Act and the regulations; 

(iii) steps taken to eliminate anti-competitive and discriminatory 
practices; 

(iv) its audited annual financial statements; 
(v) the quality and level of performance with regard to such 

environmental criteria and social responsibility requirements as 
may be set by the Authority or required by other national 
legislation; and 

such statistical information relating to its licensed operations as 
may reasonably be required by the Authority; 

(2) Every licensed operator must- 

(b) fromtimefo fimeTaiid-wherFapplicable, submit to the Authority- 
(i) 
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(ii) its cargo forecast over the period and in the form determined by 
the Authority; and 

(iii) future development plans relating to any service or facility which 
it is obliged to provide under the conditions of its licence. 

(3) The Authority may require a licensed operator, at the operator’s cost, to submit 
such additional information as may be necessary to explain or amplify any report or 
information submitted by the licensed operator in terms of subsection (2) .  

(4) Any information required by the Authority in terms of subsection (3) must be 
lodged by the licensed operator within the period and in the manner determined by the 

(5 )  A licensed operator must, within 24 hours of its occurrence or discovery, inform 

5 

Authority. 10 

the Authority of- 
(a) any change in the control of the licensed operator; 
(b)  any industrial dispute between the licensed operator and its employees; 
(c) any industrial accident or disaster involving any employee or agent of the 15 

licensed operator; 
(d) any occurrence of fire within its premises within the port; 
(e)  any theft or pilferage within its premises or any theft or pilferage involving 

any cargo in its possession or control; 
cf) any proceedings or claim instituted or made against the licensed operator 20 

which could materially affect its ability to perform any obligation or to 
comply with any term or condition of its licence; and 

(g) any spillage or pollution that may have an impact on the environment. 

Routine inspections 

63. (1) In order to determine whether licence conditions are being complied with, any 25 
person duly authorised by the Authority in writing may, during office hours, enter any 
premises occupied by a licensed operator to inspect any activity, process, building or 
facility therein. 

(2) A person contemplated in subsection (1) may, when conducting an inspection, 
require the licensed operator to produce any book, record, statement or other document 30 
relating to matters dealt with in this Act for inspection, or for the purpose of obtaining 
copies thereof or extracts therefrom. 

Special powers in emergency 

64. (1) The Shareholding Minister may, with the concurrence of the Minister, on the 
occurrence of any event which gives rise to an emergency which creates a real and 35 
imminent threat to the national interest of the Republic or public safety, authorise the 
Authority, for as long as such threat exists, to- 

(a) suspend the licence of a licensed operator, take temporary possession (either 
itself or through an authorised agent) of any port facility or undertaking 
relating to a port service of such licensed operator and operate it in such a 40 
manner as it deems fit; or 

(b) withdraw either partially or totally the use of any port service or facility from 
any person or class of persons or from the public in general. 

(2 )  Where the Authority takes possession of any port facility or undertaking under 
subsection (1) (a), adequate compensation must be paid, in the amount agreed between 45 
the Authority and the affected licensed operator, and failing agreement, in the amount 
determined by the Shareholding Minister, whose decision is binding upon the parties. 

Operations existing on commencement of Act 

65. (1) Any person who provided a port service or operated a port facility 
immediately prior to the date on which this Chapter came into force, is deemed to hold 50 
a licence for the provision of such port service or the operation of such port facility, but 
such person must apply for a licence in terms of section 57 within six months of the date 
determined by the Shareholding Minister by notice in the Gazette. 
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(2) A person contemplated in subsection (1) is deemed to hold a licence until the 
Authority has decided on its licence application. 

(3) A person contemplated in subsection (1) must be issued a licence in terms of 
section 57 to provide the port service or operate the port facility contemplated in that 
subsection, if the Authority is reasonably satisfied that such person is capable of 
complying with the terms and conditions of the licence. 

(4) (a) Subsection (1) does not apply to a person who, immediately before the date on 
which this Chapter came into effect, provided a stevedoring service. 

(bj Any permission or authorisation to provide a stevedoring service granted before 
this Chapter came into effect lapses at the end of the period for which the permission or 
authorisation was granted. 

( 5 )  Transnet is, in respect of port services or port facilities provided or operated by the 
South African Port Operations Division of Transnet or Spoornet, a division of Transnet, 
immediately prior to the commencement of this Chapter deemed to be the holder of a 
licence to provide port services or to operate port facilities, but must apply for such 
licence within six months of the date determined by the Shareholding Minister by notice 
in the Gazette. 

(6) The deeming contemplated in subsection ( 5 )  remains valid until the Authority has 
decided on the licence application or until such time as a third party is authorised to 
provide such services or operate such facilities in terms of an agreement or licence 
concluded or issued under this Chapter. 

(7) Any licence issued to Transnet pursuant to an application contemplated in 
subsection (6) is subject to the condition that such 1icenjwilI terminate in the event that 
a third party is authorised to provide the relevant services or operate the relevant 
facilities in terms of an agreement or licence concluded or issued under this Chapter. 

Off-shore cargo-handling facilities 

66. (1) No person may erect or operate an off-shore cargo-handling facility otherwise 
than in terms of a licence issued by the Authority under this section. 

(2)(a) Any lease agreement covering off-shore cargo handling facilities in the 
Republic which existed on the date of commencement of this section is deemed to be a 
licence issued in terms of this Act for the duration of such lease agreement. 

(b) Any such agreement remains valid for the duration of the term thereof. 
(3) Sections 56 to 65 apply with the changes required by the context to the erection or 

operation of an off-shore cargo-handling facility. 

Restructuring and reform of ports 

67. (1) If, in any area within a port- 
(a) it is necessary to change the use to which immovable property may be put in 

order to improve the safety, security, efficiency and effectiveness of the 
operations of the port, the Authority may in writing addressed to the lessee and 
every lawful occupier of such property, direct that the use be altered to a new 
use; 

(b) the terms of a long-term lease which existed immediately before this section 
took effect are substantially prejudicial to the operation of a port, including 
terms providing for unreasonable low rentals or containing no restrictions on 
sub-letting or no provision confining the use of the property to a use relating 
to the relevant port, the Authority may in writing addressed to the lessee direct 
that the applicable terms be renegotiated in order to remove the prejudice; or 
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(c) persons from historically disadvantaged groups are excluded from taking part 
in the economic activities of the port in terms of long-term leases which 
existed immediately before this section took effect, the Authority may in 
writing addressed to the lessee direct that any such lease be renegotiated in 
order to ensure equitable access to the economic activities in the area in 
question. 

(2 )  (a) A directive issued under subsection (1) (a) may stipulate that any lease that is 

(b) Before issuing a directive under subsection (1) (a), the Authority must in writing 

5 

inconsistent with the new use shall be invalid from a date stipulated in the notice. 

give the lessee and every lawful occupier of the property concemed- 10 
(i) reasonable notice of the proposed change in use; 

(ii) full reasons for the proposed change in use; and 
(iii) a reasonable opportunity to make representations on the proposed change in 

use. 
(3) (a) In the event of a directive being issued under subsection (1)  (b) or (c), the 15 

Authority and the lessee must endeavour to negotiate the terms of a new lease in relation 
to the immovable property. 

(b) If the Authority and the lessee are unable to reach an agreement as to the new 
terms of the lease in question, the Authority may, by written notice addressed to the 
lessee, declare the relevant lease to be invalid as from a date specified in the notice. 

(4) If the application of this section results in an expropriation of property, section 25 
of the Constitution applies. 

20 

CHAPTER 7 

DEVELOPMENT, ENVIRONMENT AND CLOSURE OF PORTS 

Planning, construction, development and maintenance of ports 25 

68. (1) The Authority must- 
(a) facilitate the building and exploitation of the infrastructure of ports; 
(b) regulate and control development within ports, in accordance with approved 

port development framework plans; and 
(c) ensure that the infrastructure of ports is managed and maintained in a manner 30 

which ensures efficient, safe and orderly port operations. 
(2 )  The Authority may enter into agreements for the planning, construction, 

development and maintenance of port infrastructure. 

Protection of environment 

69. (1) The Authority must in the performance of its functions ensure that a fair and 35 
reasonable balance is achieved between the protection of the environment and the 
establishment, development and maintenance of ports. 

(2) (a) The Authority must ensure that sustainable and transparent port planning 
processes are undertaken when formulating any port development framework. 

(b) When undertaking any port planning process, the Authority must ensure that 40 
stakeholders are consulted and that all relevant biophysical and economic aspects are 
taken into account. 

Closure of port 

70. (1)  Subject to subsection ( 2 ) ,  the Authority may only close a port which is 
non-viable and after Cabinet has issued a written directive authorising the closure of 45 
such port. 

(2) The Cabinet directive contemplated in subsection (1) may only be issued 
following Cabinet's consideration of a report compiled by a committee appointed by the 
Minister to conduct an inquiry into the impact of the contemplated port closure. 
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(3) The Cabinet may, based on the findings of the enquiry contemplated in subsection 
(2), direct the Authority- 

(a) to refrain from closing the port; 
(6) to delay the closure of the port for a specific period; or 
(e) to amend its proposed course of action in a specified manner. 5 

CHAPTER 8 

COMMERCIAL ASPECTS 

Commercial functions of Authority 

71. Notwithstanding any provisions of this Act, from the date that the Authority 
becomes the successor to the National Ports Authority (Pty) Ltd as contemplated in 10 
section 4( l), the funds and assets of the Authority may only be used for the performance 
of the Authority’s functions and activities relating thereto, including the maintenance of 
port infrastructure and the management and development of ports. 

Authority’s tariff book 

72. (1) (a) The Authority must, with the approval of the Ports Regulator, determine 15 
tariffs for services and facilities offered by the Authority and annually publish a tariff 
book containing those tariffs. 

(b) The Authority may, with the approval of the Ports Regulator, amend the tariff book 
whenever it is necessary to do so. 

(2) The Authority must, prior to any substantial alteration of a tariff, consult with the 20 
National Port Consultative Committee. 

(3) Subject to section 9 of the Competition Act, 1998 (Act No. 89 of 1998), the tariffs 
contemplated in subsection (1) may vary between ports. 

(4) Notwithstanding the provisions of this section, the Authority may enter into an 
agreement with a licensed operator or a party to an agreement or a port user for the 25 
variation of any tariff contemplated in subsection (1). 

Fees payable to Authority 

73. (1) The Authority may charge fees, in accordance with a tariff determined in 
terms of section 72, for- 

(a) the provision of port and other services, including- 30 
(i) vessel traffic service charges; 

(ii) pilotage dues for the provision of pilotage; 
( 5 )  light dues for the provision of navigational aids along the coast of the 

Republic and within ports; 

(v) berthing charges for the use of berthing facilities and services; and 
(vi) port and ship security; 

(b) the provision and maintenance of port infrastructure, port terminals and port 
facilities, including- 

(iv) towage dues for the provision of tug services; 35 

(i) land rentals; 40 
(ii) port dues for the provision and maintenance of entrance channels, 

breakwaters, basins, navigational aids and maintenance dredging 
inside port limits; 

(iii) cargo dues for the provision and maintenance of port infrastruc- 

(iv) berth dues for vessels occupying quays or repair quays while not 
engaging in the loading or unloading of cargo; 

ture; and 45 

(e) granting concessions and licences; and 
(d)  any other services provided by the Authority in the performance of its 

functions. 50 
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(2) The Authority may also, in relation to off-shore cargo-handling facilities, charge 
fees as contemplated in subsection (1). 

(3) The Authority may on good cause shown, remit or waive the whole or any part of 
any fee payable to the Authority. 
(4) The Authority may require any person to furnish such security as it deems fit for 

the payment of any fee payable to the Authority. 
( 5 )  The fees contemplated in subsection (1) (a) and (b) become due to the Authority 

and payable without demand when the services have been rendered and facilities have 
been provided, 

(6)  If any request for the rendering of services or the provision of facilities is 10 
withdrawn or cancelled, without prior notice of withdrawal or cancellation having been 
given timeously to the Authority, the fees contemplated in subsection (1) (a) and (b) 
remain due and payable as if the services or facilities had been rendered or provided. 

(7) The fees and charges levied by National Ports Authority of South Africa 
immediately before the commencement of this section continue to be valid as if 15 
determined by the Authority under this section until rescinded, varied or withdrawn by 
the Authority in terms of this Act. 

5 

CHAPTER 9 

SAFETY ASPECTS 

Safety of navigation and shipping in ports 20 

74. (1) Subject to the provisions of this Act, the Authority must, for the purpose of 
ensuring safety of navigation and shipping in ports- 

(a) control marine and other traffic in each port; 
(b) control the entry, stay, movement and operations of vessels in ports, and the 

departures of vessels from ports; 
(c) regulate the loading, unloading and storage of cargo and the embarkation and 

disembarkation of passengers in ports; 
(d) provide or procure pilotage services, license pilots and regulate the safe 

provision of pilotage services by licensed pilots; 
(e) provide or procure tug services, license tug service providers and regulate the 30 

safe provision of tug services by licensed tug service providers; 
cf) provide, operate and maintain adequate and efficient lighthouses and other 

navigational aids within the port limits and at such other places as the 
Authority may determine; 

(g) undertake dredging and maintain channels at the depths published by the 35 
Authority; and 

(h) remove or cause to be removed any obstruction or object from the waters of 
the ports that may pose a danger to shipping or navigation. 

(a) order that a vessel which has been arrested or attached by order of court or 40 
another relevant authority be moved to another place within the port and, if 
necessary, move such vessel to that place; 

(b) search for, raise, remove or destroy any sunken, stranded or abandoned vessel 
or wreck within the port limits, and recover the costs incurred in connection 
with such searching, raising, removal or destruction from the owner of the 45 
vessel or any other person who had the beneficial use of the vessel at the time 
it sank, became stranded or was abandoned; 

25 

(2) The Authority may- 
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(c) search for and remove any wreck or obstruction which may endanger the 
safety of any vessel entering or leaving the port, and recover the costs of such 
search and removal from the owner of the wreck or obstruction, or from any 
person responsible for the presence of such wreck or obstruction; 

(d) give notice to the owner or other person legally responsible for the upkeep of 
any vessel within port limits, calling upon such owner or person to remove or 
otherwise dispose of such vessel, or part thereof, which is not seaworthy, or is 
likely to become an obstruction, wreck or derelict or a threat to the 
environment or public safety, and recover from that owner or person all costs 
incurred for the removal or disposal should the owner or person fail to comply 
with such notice within the time specified therein; and 

(e) after written demand for any costs contemplated in this subsection, and on 
non-payment thereof, institute an admiralty action in terms of section 3 of the 
Admiralty Jurisdiction Regulation Act, 1983 (Act No. 105 of 1983), to 
recover the costs. 

(3) (a) The Harbour Master is, in respect of the port for which he or she is appointed, 
the final authority in respect of all matters relating to pilotage, navigation, navigational 
aids, dredging and all other matters relating to the movement of vessels within port 
limits. 

(b) For purposes of paragraph (a), the Harbour Master may give such written or verbal 
instructions as may reasonably be necessary for- 

(i) promoting or securing conditions conducive to the ease, convenience or 
safety of navigation in the port; 

(ii) regulating the movement or mooring and unmooring of a vessel in the port; 
(iii) controlling the manner in which cargo, fuel, water or ship’s stores are taken 

on, discharged or handled; 
(iv) regulating the removal or disposal of any residues and mixtures containing 

oil or noxious liquid substances, sewage and garbage from vessels in a port 
and requiring any such matter to be deposited in reception facilities in the 
port; 
the detention of a vessel reasonably suspected of causing oil pollution and 
ensuring that the total cost of the pollution clean-up operation is recovered, 
or acceptable guarantees are provided, prior to the vessel being given 
permission to leave the port; 
carrying into effect the provisions of this Act. 

(v) 

(vi) 
(4) The Harbour Master must take such steps as may reasonably be necessary to bring 

an instruction issued under subsection (3) to the notice of any person likely to be affected 
by it. 

Pilotage 

75. (1) Subject to subsection (2), a pilot must navigate every vessel entering, leaving 
or moving in a port. 

(2) Pilotage is not compulsory in respect of any vessel or class of vessels that have 
been exempted from pilotage by the Authority in writing. 

(3) The pilot’s function is to navigate a vessel in the port, to direct its movements and 
to determine and control the movements of the tugs assisting the vessel under pilotage. 

(4) The pilot must determine the number of tugs required for pilotage with the 
concurrence of the master of the vessel. 
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( 5 )  In the event of a disagreement between the pilot and the master of the vessel 
regarding the number of tugs to be used as contemplated in subsection (4), the Harbour 
Master takes the final decision. 

(6) The master of the vessel must at all times remain in command of the vessel and 
neither the master nor any person under the master’s command may, while the vessel is 
under pilotage, in any way interfere with the navigation or movement of the vessel or 
prevent the pilot from carrying out his or her duties, except in an emergency, where the 
master may intervene to preserve the safety of the vessel, cargo or crew and take 
whatever action he or she considers reasonably necessary to avert the danger. 

(7) Where the master of the vessel intervenes as contemplated in subsection (6) ,  he or 10 
she must immediately inform the pilot of the vessel and, after having restored the 
situation, must permit the pilot to proceed with the execution of his or her duties. 

(8) The master of the vessel must ensure that the officers and crew are at their posts, 
that a proper lookout is kept and that the pilot is given all assistance necessary in the 
execution of his or her duties. 

5 

15 

Liability of pilot 

76. (1) Neither the Authority nor the pilot is liable for loss or damage caused by 
anything done or omitted by the pilot in good faith whilst performing his or her functions 
in terms of this Act. 

(2) Notwithstanding any other provision of this Act, the pilot is deemed to be the 20 
servant of the owner or master of the vessel under pilotage and such owner or master is 
liable for the acts or omissions of the pilot. 

Certification and licensing of pilot 

77. (1) No person may perform the functions of a pilot in a port without having been 
duly certificated by the South African Maritime Safety Authority and licensed by the 25 
Authority to do so. 

(2) The Minister may prescribe requirements for the licensing of pilots. 
(3) The South African Maritime Safety Authority may recommend to the Minister the 

minimum qualifications required for any person to be licensed as a pilot, including the 
content and nature of examinations, if any, to be undertaken. 

(4) The South African Maritime Safety Authority must consult with the Authority 
regarding the content of the minimum qualifications referred to in subsection ( 2 ) ,  before 
any recommendation is made. 

30 

Lighthouses and other navigational aids 

78. (1) The Authority must operate and maintain lighthouses and other navigational 35 
aids under its control in terms of standards determined by the South African Maritime 
Safety Authority in order to assist the navigation of vessels within port limits and along 
the coast of the Republic. 

(2) The Authority may not cease operating any lighthouse or navigational aid under its 
control, irrespective of whether such lighthouse or aid is replaced by a new lighthouse 40 
or aid on the same or adjacent location, or reduce the service provided by any lighthouse 
or aid in any manner, without the consent of the South African Maritime Safety 
Authority and having consulted the Port Consultative Committee of the port closest to 
the lighthouse or aid. 

(3) Subject to subsection (2) ,  the Authority may erect new lighthouses or install other 45 
navigational aids on locations and in the manner which the Authority may think fit, or 
improve or extend the service provided by existing lighthouses and other navigational 
aids. 
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(4) The Port Consultative Committee of the port closest to a lighthouse or 
navigational aid may make recommendations to the Authority with regard to the 
improvement or extension of the service provided by such lighthouse or aid. 

(5) The Authority may remove any light or device which may confuse a vessel if the 
owner of the property on which the light or device is used or the person having charge 
of such light or device fails to extinguish or effectively screen the light or remove the 
device within seven days of notice to do so having been served on him or her, and may 
recover the expenses for the removal from that owner or person. 

5 

CHAPTER 10 

MINISTERIAL DIRECTIONS AND PORT REGULATIONS 10 

Ministerial direction 

79. (1) The Minister may, in writing, direct the Authority to perform a specified act 
within the Authority’s power or not to perform a specified act, if such direction is 
necessary- 

(a) to safeguard the national security of the Republic; 15 
(b) to promote the national, strategic or economic interests of the Republic; or 
(c) to discharge an international obligation of the Republic. 

(2) The Minister must consult with the Authority and the Shareholding Minister prior 
to giving a direction under subsection (1). 

(3) The Authority must take all necessary steps to give effect to a direction issued 20 
under subsection (1). 

(4) (a) The Minister may, out of monies appropriated by Parliament for that purpose, 
compensate the Authority for any loss suffered by the Authority as a result of the 
obligation to perform or not perform an act contemplated in subsection (1). 

(b) In addition, should the performance of such an act not be in the commercial 25 
interests of the Authority, the financing of such activity is the responsibility of the State. 

Port regulations 

80. (1) The Minister may, by notice in the Gazette, make regulations in respect of- 
a framework for the economic participation and empowerment of historically 
disadvantaged groups in port operations; 
fitness standards for the safe use of the infrastructure and equipment in the 
provision of any port facility or port service; 
rules of procedure for Port Consultative Committees; 
port limits; 
transitional matters in order to ensure a smooth transition from National Ports 35 
Authority of South Africa to National Ports Authority (Pty) Ltd, and from that 
company to the Authority; 
a framework for economic participation in port operations and services by 
public entities, private entities and public-private partnerships; 
any other matter which it is necessary or expedient to prescribe for the proper 40 
implementation or administration of this Act. 

30 

(2) The Aithority may, with the approval of the Minister, by notice in the Gazette, 
make rules for the control and management of ports and the approaches thereto and for 
the maintenance of safety, security and good order in ports, in particular regarding- 
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the manner in which control of a port must be exercised and the grounds on 
which access to a port may be refused; 
orderly vessel traffic, including the prevention and removal of any obstruction 
or impediment to navigation within the port limits; 
the use of navigational aids, lights and signals to be used in ports and steps to 
be taken to avoid collision by vessels navigating in the ports; 
the supervision, regulation and control of all activities conducted in or on the 
waters of the ports; 
the licensing of activities carried out in the ports and at off-shore 

the declaration and definition of wharves on which cargo will be landed and 
from which cargo will be shipped in vessels; 
the protection of the environment within ports, the cleaning of land and waters 
of the ports and the prevention of oil, filth, rubbish or any other matter from 
being thrown into the sea, including the discharge of ballast water; 
the maintenance by the Authority of security within ports; 
places of refuge for vessels; 
the information which has to be supplied by the masters, owners, agents and 
other persons in respect of vessels arriving and departing and the time and 

the information which has to be supplied by the masters, owners, agents and 
other persons in respect of cargo loaded or discharged in the ports, and the 
time and manner in which such information is to be supplied; 
the prohibition of embarkation and disembarkation of persons at places other 
than those determined by the Authority for this purpose; 
the prohibition of the loading, handling or discharging of dangerous cargoes at 
wharves where such loading, handling or discharging appears especially 
dangerous to the public; 
the limits within which, and the levels to which, dredging may be carried out 
in ports and approaches thereto; 
the information which has to be furnished to the Authority by port users in 
relation to their activities within ports; 
the establishment, construction, maintenance and operation of off-shore cargo 
handling facilities; 
road and rail traffic within ports subject to the Railway Safety Regulator Act, 35 
2002 (Act No. 16 of 2002); 
any other matter for which it is necessary or expedient to make rules so that 

5 

cargo-handling facilities; 10 

15 

manner in which this information is to be supplied; 20 

25 

30 

the Authority is able to perform its functions effectively and efficiently. 
(3) The Authority may prescribe rules in respect of each port, setting out the hours of 

the port’s operation and the relationship between concessionaires or contractors 40 
contemplated in section 56, on the one hand, and licensees on the other. 

(4) The regulations and rules contemplated in this section may create offences and the 
Minister may stipulate a penalty of a fine or of imprisonment for a period not exceeding 
six months or both a fine and such imprisonment. 

CHAPTER 11 45 

GENERAL 

Port Consultative Committee 

81. (1)  The Minister must appoint a Port Consultative Committee for each port, 
consisting of the Harbour Master of the relevant port and- 

(a) two persons representing the Authority; 50 
(b) three persons representing the local port users; 
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(c) two persons representing the local and provincial governments, respectively, 
of the area in which the port is situated; 

(d) two persons representing organised labour; 
(e )  one person representing the South African Maritime Safety Authority. 

(2) The function of the Port Consultative Committee is, with regard to any matter 

(a) to provide a forum for the exchange of views between the Authority and other 
interested parties; and 

(b) to advise the Minister. 

(a) any major scheme relating to the expansion or development of a particular 
port; 

(b) any other matter on which the Minister or the Shareholding Minister may 
require the Authority to consult the Committee. 

concerning a port- 

(3) The Authority must consult the Port Consultative Committee regarding- 

National Port Consultative Committee 

82. (1) The Minister must appoint a National Port Consultative Committee consisting 
of at least- 

(a) one representative from each Port Consultative Committee; 
(b) four representatives of national government departments; 
(c)  a representative of the National Port Users Forum; 
(d) a representative of organised labour; and 
(e)  a representative of the Authority. 

(a) to advise the Minister on national commercial ports policy matters; 
(6) to advise the Minister on measures that need to be taken to improve the 

regulatory framework governing management and operations of ports; 
(c) to consider any proposed substantial alteration to the Authority's tariffs; and 
(d) to consider any other matter that the Minister or the Shareholding Minister 

may require the Committee to consider. 
(3) The Minister must appoint an official of the Department of Transport as 

(2) The functions of the National Consultative Committee are- 

chairperson of the National Port Consultative Committee. 

Port access 

83. Subject to this Act, a port must be freely accessible to any person who conducts 
lawful business in it. 

Co-operation with authorities 

84. The Authority must co-operate with immigration, customs, law enforcement and 
any other authority required to perform any function within a port, and must afford such 
authority every facility reasonably necessary, subject to such compensation as may be 
agreed between the Authority and the other authority or, failing an agreement, such 
compensation as the Minister may determine. 

Liability of Authority 
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85. Neither the Authority nor an employee or a representative of the Authority is liable 
for loss or damage caused by anything done or omitted by the Authority, the employee 
or the representative in good faith whilst performing any function in terms of this Act. 
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Confidential information 

86. (1) No person may disclose any confidential information concerning the affairs of 
the Authority or any other person obtained- 

(a) in carrying out any function in terms of this Act; or 
(b) as a result of initiating a complaint or participating in any proceedings in terms 

of this Act. 

(a) the proper administration or enforcement of this Act; or 
(b) the administration of justice. 

5 

(2) Subsection (1) does not apply to information disclosed for the purposes of- 

Offences 10 

87. (1) A person is guilty of an offence if he or she- 
(a) wilfully or negligently endangers the safety of navigation, persons or property 

in a port; 
(b) having been directed or summonsed under section 51 to appear before the 

Regulator, without sufficient cause- 15 
(i) refuses so to appear; 

(ii) refuses to be sworn in or to make an affirmation after being 
directed to do so; 

(iii) refuses to answer, or fails to answer to the best of his or her 

(iv) refuses to comply with a requirement to produce a book, 
document or item specified in the directive summons; 

(c) without lawful authority, interferes with a pilot while a vessel is under 
pilotage; 

(d) contravenes section 59( 1), 66( 1) or 86( 1); 
(e)  hinders or obstructs a person acting under section 48 or 63(1); 
(J1 fails to comply with a requirement contemplated in section 63(2); or 
(g) fails to comply with an instruction of the Harbour Master given under section 

74(3). 
(2) Any person convicted of an offence in terms of subsection (1)  is liable on 30 

conviction to a fine or to imprisonment for a period not exceeding five years, or both. 

knowledge, any. question put; or 20 

25 

Amendment of law 

88. (1) Section 1 of the Institution of Legal Proceedings against certain Organs of 
State Act, 2002 (Act No. 40 of 2002), is hereby amended by the deletion in subsection 
(1) of the word “and” at the end of paragraph (e)  of the definition of “organ of state” and 35 
by the substitution for paragraph u) of that definition, of the following paragraphs: 

’‘@) National Ports Authority Limited, contemplated in section 4 of the National 
Ports Act, 2005, and any entity deemed to be the National Ports Authority in 
terms of section 3 of that Act; 

(& any person for whose debt an organ of state contemplated in paragraphs (a)  to 40 
[(e)]@ is liable;”. 

Repeal of law, and saving 

89. (1) The Legal Succession Act is hereby repealed in so far as it relates to any 
provision for the management and operation of the ports referred to in this Act. 

(2) (a) Despite subsection (l), the port regulations made under section 21 of the Legal 45 
Succession Act and which were in force immediately prior to the commencement of this 
Act remain in force in so far as they are not inconsistent with this Act, until amended or 
repealed under this Act. 

(b) Any reference in such regulations to “harbour” must be interpreted to mean 
“port”. 50 
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Short title and commencement 

90. This Act is called the National Ports Act, 2005, and comes into effect on a date 
determined by the President by proclamation in the Gazette. 



Annex U – Tax Clearance Requirements 

 

Tax Clearance Requirements  

1. It is a condition of bidding in response to this RFP that: 

1.1. the taxes of a Bidder and its Members must be in order, or that satisfactory 

arrangements have been made with the South African Revenue Services 

(“SARS”) or other local revenue authority for the relevant Bidder to meet its tax 

obligations; 

1.2. the form “Application for Tax Clearance Certificate TCC 001”, available on the 

official SARS website or at any SARS office, must be completed in all respects 

and submitted to SARS where the Bidder is registered for tax purposes. SARS 

will then furnish the Bidder with a Tax Clearance Certificate that will be valid for 

a period of six (6) months from the date of issue. 

2. Each Bidder and its Members established or incorporated in South Africa more than 365 

days prior to the Bid Submission Date must submit an original and valid Tax Clearance 

Certificate with the Bidder’s Bid Response. 

3. Each Bidder and its Members established or incorporated in South Africa within the last 

365 (three hundred and sixty five) days of the Bid Submission Date must submit proof 

that an application for a Tax Clearance Certificate has been submitted and received by 

SARS, with the Bidder’s Bid Response. 

4. A Bidder and its Members which are not established or incorporated in South Africa must 

produce a tax clearance certificate or equivalent certificate translated into English, if 

applicable, from the local revenue authority where they are established or incorporated 

to demonstrate that they are in good standing with that authority. 
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Glossary 

 

Clawback Factor to correct for differences between actual values and 

assumptions used in the calculation of the tariff   

 

Giveback Factor to correct for differences between actual values and 

assumptions used in the calculation of the tariff (a negative 

clawback) 

 

Abbreviations 

 

CAPM  Capital Asset Pricing Model 

 

CPI   Consumer Price Index 

 

AR     Allowable Revenue  

 

DSCR  Debt Service Cover Ratio 

 

EBIT   Earnings Before Interest and Tax 

 

FERC  Federal Energy Regulatory Commission 

 

IRR   Internal Rate of Return 

 

MRP   Market Risk Premium 

 

O&M   Operating and Maintenance  

 

Opex  Operational expenditure 

 

PPI   Producer Price Index 

 

RAB    Regulatory Asset Base  

 

SRAB  Starting Regulatory Asset Base 

 

TOC   Trended Original Cost 

 

WACC    Weighted Average Cost of Capital  
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1 Introduction 

 

The National Energy Regulator (NERSA) derives its mandate regarding piped-

gas tariffs and maximum prices from the Gas Act, 2001 (Act No. 48 of 2001) (‘the 

Gas Act’). According to the Gas Act, the Energy Regulator is required to ‘monitor 

and approve, and if necessary regulate’ transmission and storage tariffs for 

piped-gas and ‘take appropriate action when necessary to ensure that tariffs are 

applied in a non-discriminatory manner’. In line with these requirements, NERSA 

has developed guidelines for monitoring and approving piped-gas transmission 

and storage tariffs.  

 

In 2009, NERSA developed these Guidelines for Monitoring and Approving 

Transmission and Storage Tariffs in South Africa (‘the Guidelines’). NERSA has 

updated these guidelines in order to reflect developments in the industry since 

2009, as well as possible future developments, as well as to clarify issues that 

have arisen and gaps that have been identified through the implementation and 

practical application of the guidelines, and align the guidelines to published 

government policy and legislation. 
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2 The Policy and Legislative Framework  

 

2.1 Introduction 
 

After an overview of the general objectives for the economic regulation of gas 

tariffs, this section provides a review of the legal aspects of gas sector 

regulation, including: 

 the mandate of the Energy Regulator with regard to the regulation of the 

gas industry; 

 the role of the Energy Regulator in monitoring, approving and regulating 

gas transmission and storage tariffs; 

 the obligations of participants in the piped-gas sector.  

 

These aspects are key to defining the scope and nature of the gas 

transmission and storage tariff guidelines developed by NERSA. 

 

2.2 Objectives for tariff regulation 
 

The following objectives generally apply to the monitoring and approving of 

tariffs for the transmission and storage of piped-gas: 

 

 Cost reflectiveness. The tariffs for services provided by a transmission or 

storage facility should reflect the direct and assignable costs associated 

with providing those services to a particular customer. To be fully cost 

reflective, fixed capacity related costs should be recovered via a capacity 

charge and volume related costs should be recovered by a demand 

charge. It is an established economic principle that cost-reflective tariffs 

provide appropriate incentives in a network industry. 

 

 Economically appropriate pricing signals. It is important that the tariffs 

provide users and potential users of gas transmission or storage services 

with the correct economic signals regarding the economic cost of the 

service.  

  

 Incentives for efficient operation of a system. The tariffs should reflect the 

costs required by an efficient operator to run the system. 

 

 Allow for full cost recovery and ensure a reasonable return. The selected 

methodology should enable the transmission and storage companies to 
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recover the costs of delivering those services,1 plus a reasonable return to 

ensure the long-term provision of transmission and storage services. 

 

 Non-discrimination. The tariff structure should not discriminate between 

customers, unless such discrimination is based on the objectively 

justifiable and identifiable differences as set out in section 22 of the Gas 

Act. 

 

 Transparency. Transparency is required to ensure a balance between 

buyer and seller power in the market and to facilitate regulation. If tariffs 

are not transparent, it is difficult for pipeline or storage users to respond to 

incentives or disincentives contained in these tariffs or for competition 

between facilities to occur.  

 

 Predictability. In addition to transparency, consumers will value the ability 

to forecast their gas transportation and storage costs and to be able to 

make informed business decisions. 

 

 Practicality. In addition to the above, the selected method must be suitable 

for efficient implementation and administration. 

 

 Public interest and social objectives. Consistent with Government policy, 

tariffs may be designed to take account of social objectives. For instance, 

certain surcharges or cross-subsidies may be introduced with the aim of 

funding the provision of affordable services to low income sectors of the 

population. 

 

 

2.3 Legislative framework and requirements of the Energy Regulator 

 

2.3.1 The National Energy Regulator Act, 2004 

 

The Energy Regulator is mandated in terms of the National Energy 

Regulator Act, 2004 (Act No. 40 of 2004) (‘the NERSA Act’) to regulate 

the electricity, piped-gas and petroleum pipeline industries in terms of 

the Electricity Regulation Act, 2006 (Act No. 4 of 2006); the Gas Act, 

2001; and the Petroleum Pipelines Act, 2003 (Act No. 60 of 2003).  

 

                                                      
1 Typically, regulators allow recovery of efficiently incurred costs rather than the actual costs incurred 

by the company as part of incentive regulation. 
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The Energy Regulator embarked on an extensive consultation process 

regarding its proposed guidelines for monitoring and approving tariffs 

for gas transmission and storage tariffs, in compliance with the 

requirements of the NERSA Act. 

 

2.3.2 Gas Act, 2001 

 

The Gas Act aims to inter alia promote the orderly development of the 

piped-gas industry and to establish a national regulatory framework 

with the National Gas Regulator (now NERSA) as the custodian and 

enforcer of this national regulatory framework.  

 

The Gas Act further contains a list of objectives for the development of 

the piped-gas industry in South Africa, ranging from investment and 

competitive markets to skills and employment equity promotion. 

Notably the Gas Act aims to promote ‘the efficient, effective, 

sustainable and orderly development and operation of gas 

transmission, storage, distribution, liquefaction and re-gasification 

facilities’ and ‘the provision of efficient, effective and sustainable gas 

transmission, storage, liquefaction, re-gasification and trading 

services’. 

 

The functions of the Energy Regulator are inter alia to:  

 issue licences for construction, conversion and operation of gas 

facilities and trading in gas; 

 undertake investigations and inquiries into the activities of 

licensees; and 

 regulate prices in terms of section 21(1)(p) in the prescribed 

manner. 

 

Furthermore, the Energy Regulator has a duty as laid out in section 

4(h) of the Gas Act to ‘monitor and approve, and if necessary regulate, 

transmission and storage tariffs and take appropriate actions when 

necessary to ensure that they are applied in a non-discriminatory 

manner as contemplated in section 22.’ 

 

The above objectives and the functions of the Energy Regulator were 

taken into consideration in the development of these guidelines.  
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2.4 The role of the Energy Regulator in piped-gas tariffs 

 

In terms of section 2 of the Gas Act, the Energy Regulator is required to 

‘promote the efficient, effective, sustainable and orderly development and 

operation of gas transmission, storage, distribution’ and related activities in 

South Africa. 

 

In order to enable the Energy Regulator to achieve the objectives of the Gas 

Act as listed in section 2 of the Act, the Energy Regulator is, inter alia, 

required to issue licences for the construction, conversion and operating of 

gas transmission, storage, and distribution facilities and for trading of gas. In 

addition, the Energy Regulator is required to ensure compliance with licence 

conditions and is also given the authority to undertake investigations and 

enquiries into the activities of licensees. 

 

Section 4(h) of the Gas Act further provides that the Energy Regulator must 

‘monitor and approve and, if necessary, regulate’ transmission and storage 

tariffs. This is operationalised as follows: 

 the monitoring process requires the Energy Regulator to ensure that the 

tariff is being applied and adhered to;  

 in giving effect to its duties to monitor and approve the tariff, the Energy 

Regulator may direct enquiries to the licensees to establish that the tariff is 

appropriate before approval;  

 the Energy Regulator is required to determine, at regular intervals, whether 

the tariff requires any adjustment; and 

 the Energy Regulator is required to regulate the tariffs, if necessary, to 

ensure that NERSA is fulfilling its regulatory duties, inter alia by ensuring 

tariffs are cost reflective and applied in a non-discriminatory manner. 

 

2.5 The legal status of the Guidelines 
 

These Guidelines have been developed pursuant to the provisions of section 

4(n) of the Gas Act in an effort to simplify and systematize the processes 

associated with the performance of the express statutory function and duty of 

NERSA, which is laid down in section 4(h), and thereby promote the 

achievement of reasonable and consistent decision-making as well as 

provide a measure of useful predictability and certainty for piped-gas tariff 

regulation.  
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For this reason, which makes these Guidelines compatible with the enabling 

legislation, they are considered lawful and legally binding as per what was 

noted in Mazibuko NO v Sisulu and Others 2013 (6) SA 249 (CC) in 

paragraph 70 on what constitutes a legal and valid instrument. 

 

NERSA will use these Guidelines in evaluating every relevant tariff 

application it receives; and it will be competent to decide on such application 

using these Guidelines, provided it is independently satisfied that they are 

well suited to the tariff application concerned; and it will only depart from 

them, to the extent necessary, if it finds something exceptional in the tariff 

application that cannot be adequately dealt with in terms of the guidance 

already contained in these Guidelines.2 

 

                                                      

2 This is in line with the well-established principles of South African Law that discourages the rigid and inflexible application of 

the guidelines - see. MEC for Agriculture, Conservation, Environment & Land Affairs v Sasol Oil (Pty) Ltd 2005 (6) SA 483 

(SCA); Kemp and Others v Van Wyk and Others [2005] ZASCA 77; National Lotteries Board v SA Education and Environment 

Project 2012 (4) SA 504 (SCA); and Arun Property Development (Pty) Ltd v City of Cape Town [2014] ZACC 37 
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3 Tariff Application 

 

3.1 Introduction 

 

As indicated above, NERSA has a duty as laid out in section 4(h) of the Gas 

Act to ‘monitor and approve and, if necessary, regulate’ transmission and 

storage tariffs. In practice, this is interpreted as follows: 

 

In monitoring and approving: 

 NERSA will not set tariffs, but will review tariffs prepared by licensees or 

applicants for transmission and storage facilities;  

 NERSA can request licensees or applicants to amend the levels of tariffs 

or the tariff structure or both; and 

 NERSA can approve or decide not to approve a tariff. 

 

In regulating: 

 NERSA will regulate the tariffs, if necessary, to ensure that NERSA is 

fulfilling its regulatory duties, inter alia by ensuring that tariffs are cost 

reflective and applied in a non-discriminatory manner. 

 In this regard, ‘regulate’ is not limited to only ‘approving’ but it also extends 

to ‘controlling or governing’, ‘determining’ or ‘setting.’3  

 However, the ‘setting’ part will become an obligation for NERSA when it is 

faced with the application of a recalcitrant licensee who is unwilling or 

unable to reconfigure its application in order to enable NERSA to approve 

its tariff upon reconsideration of the application. 

 

The tariff application process is envisaged as follows: 

 All licensees (or applicants, as appropriate) will be required to submit an 

application for tariff approval (a ‘tariff application’) to NERSA for the 

respective gas transmission and storage facilities concerned.   

 For monitoring purposes, this application must be provided on an annual 

basis, although applicants are allowed to apply for approval of tariffs for a 

period of several years. 

 

The Energy Regulator will request licensees to submit a tariff application 

based on their respective preferred methodology that may be chosen from 

the approved list of tariff methodologies. In addition, NERSA will specify and 

                                                      

3 See Rex v Beerman and Another 1947 (2) SA) 1029 (C) at 1030; De Beers Industrial Diamond Division (Pty) Ltd v Ishizuka 

1980 (2) SA 191 (T) at 196D-F; and Phillipson-Stow and Others v Inland Revenue Commissioner [1960] 3 ALL ER 814 (HL) on 

the wider meaning of the word ‘regulate’. 
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publish the preferred sources of information that must be used for tariff 

calculation input variables. The Energy Regulator will review each tariff 

application using the same methodology chosen and used by the tariff 

applicant and any other appropriate information or method for assessing the 

reasonableness of each application. This means that an applicant may use 

any of the provided methodologies, and that in the testing of the 

reasonableness of the application, the Energy Regulator may use the same 

methodology as well as other approaches. Alternative tariff methodologies or 

variations on the methods listed in the menu may be used by the applicant, 

provided that such method is proven, tested and verifiable.   

 

Applicants must provide information regarding the parameters chosen and 

assumptions made in the tariff calculation, as well as the detailed 

calculations, for ease of assessment by the Energy Regulator before 

approval.  

 

It should be noted that this method of ‘monitoring and approving and if 

necessary regulating’ provides ample room for project finance approaches to 

tariff determinations, as the main criterion for comparison and assessment is 

the resultant tariff outcome, not the method used in arriving at such a tariff. 

Moreover, a discounted cash flow approach is included as an approved 

methodology in the menu of tariff methodology options. 

 

3.2 Tariff methodology approaches  

 

Licensees or applicants for transmission and storage tariffs will be able to 

choose the type of tariff methodology they wish to adopt. Below is a list of 

methodologies that the transmission and storage applicants or licensees can 

use to submit tariff applications. 

 

3.2.1 Rate of return regulation 

 

Rate of return regulation adjusts overall tariff levels according to the 

company’s efficient level of accounting costs and cost of capital.  Rate 

of return regulation is based on the calculation of the revenue the 

company will be allowed to earn to cover its efficient operational 

expenses and to provide a return on its efficient level of investment in 

capital assets. This can be done for a single year or for a number of 

years (typically 3 to 5 years where a licensee opts for a multi-year 

application) or, in the case of new infrastructure, a longer term tariff 
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formula, logically constrained by the useful economic life of the facility 

and the licence period (e.g. for 20 to 25 years). 

  

The components of the allowable revenue formula under the rate of 

return methodology are as follows: 

 

AR = (RAB x WACC) + E + T + D ± C 

 

Where 

 

AR =  Allowable Revenue  

RAB =  Regulatory Asset Base inflation indexed original cost net of 

cumulative depreciation and cumulative amortization write-

up for the period up to the commencement of the tariff 

period under review  

WACC =  Effective Weighted Average Cost of Capital (in real terms) 

E =  Efficient operating and maintenance Expenses  

T =  Tax expense 

D =  Depreciation for the tariff period under review, including 

Amortisation of the inflation write-up 

C =  ‘Clawback/giveback’ factor to correct for differences 

between actual variable values and the assumptions thereof 

used in the tariff calculation. This factor is typically applied 

with a 1 year lag in order for the licensee to submit the 

audited actual values for assumed values. 

 

The allowable revenue calculated above should be divided by the gas 

volume projections to determine the tariff for the period. Licensees will 

need to motivate any gas volume projections lower than the latest 

actual volumes pertaining to a full year. In the absence of reasonable 

motivation, the Energy Regulator will accept the latest actual volumes 

as the minimum volumes or projection for the tariff. 

 

It should be noted that all the components of allowable revenue are 

discussed in a generic manner in Section 4 of this document to allow 

licensees to use any of the elements in the methodology of their 

choice as they deem appropriate. Table 1 on page 17 provides an 

overview of how these components may be adopted for the various 

methodologies in the list. 
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3.2.2 Incentive regulation 

 

Price Caps 

 

An alternative approach for regulation is incentive-based regulation.  

Incentive-based regulation is aimed at providing incentives for 

efficiency increases and often involves setting of prices or revenues for 

a number of years (typically 3 to 5 years) into the future and including 

in those prices an ‘efficiency factor’ (a projected decrease in prices or 

revenues to incentivise the licensee to reduce costs). 

 

Price Cap regulation is usually associated with CPI-X regulatory 

regimes, where CPI is an appropriate inflation index and where the X 

factor is an efficiency target. 

 

The components of the price cap formula are as follows: 
 

P1 = P0 * (1+ (I-X)) + K +/- Z 

 

Where: 

P1 =  new price 

P0=  current price (and the initial price is set using cost of service 

approach) 

 I=  a measure of inflation or consumer price index 

X=  productivity/efficiency adjustment 

K=  correction factor to adjust for variations between estimated and 

actual values of variables such as the demand forecast 

Z=  an exogenous factor considered outside of the licensee’s 

control. 

 

Revenue Caps 

 

An alternative version of incentive regulation is to apply a revenue 

cap, which is designed to provide a certain amount of revenue for the 

licensee. This is achieved by estimating the allowed revenue required 

by the regulated business (using the allowed revenue formula). The 

revenue cap differs from the price cap inasmuch as it provides the 
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licensee with protection against variations in demand that apply in the 

price cap.  The licensee is generally allowed to earn its allowed 

revenue regardless of the level of demand.  

 

 

The components of the revenue cap formula are as follows: 

 

R1 = R0 * (1+ (I-X)) +K +/- Z 

 

Where: 

R1 =  Revenue Year 1 

R0=  Revenue Year 0 (initial revenue is set using cost for of service 

approach) 

I =  is a measure of inflation 

X=  is a productivity/efficiency adjustment 

K=  correction factor to adjust for variations between estimated and 

actual values of variables such as the demand forecast 

Z=  an exogenous factor considered outside of the licensee’s 

control 

 

3.2.3 Profit sharing and sliding scales 

 

Under profit sharing approaches, the licensee is allowed an 

appropriate level of profitability (based on the cost of capital approach 

described in Section 4.7 of this document). Any excess profits or 

losses relative to the allowed Weighted Average Cost of Capital 

(WACC) are then shared in pre-determined proportions between 

customers and the licensees. 

 

The formula for a profit-sharing performance-based methodology will 

contain the following components: 

 a starting point allowable revenue or tariff (established using the 

rate of return method);  

 a performance-based revenue formula to establish allowable 

revenues in subsequent years that are indexed to some measure of 

inflation and productivity/efficiency (similar to revenue cap above);  

 a mechanism by which allowable revenues or tariffs are adjusted to 

account for changes in the cost of capital, usually called a ‘cost of 

capital trigger’ mechanism;  

 some type of revenue or earnings sharing component, whereby 



Guidelines for Monitoring and Approving Piped-Gas Transmission and Storage Tariffs – Final 

 - 15 - 

customers and the licensee share the excess of actual revenues 

over allowable revenues; and  

 ‘Z-factors’ and similar exclusions to account for highly unusual 

events and costs that are not within the control of the licensee.  

 

 

3.2.4 Hybrids of the abovementioned approaches 

 

Under a hybrid scheme, the regulator combines a price cap or rate of 

return mechanism with a revenue sharing or other mechanism that 

uses realised earnings to determine prices. The most common type of 

hybrid price cap is one where the regulator approves a price cap 

formula and an explicit earnings-sharing requirement through which 

any additional earnings are divided between the licensee and 

customers using a pre-determined formula.  

 

3.2.5 Discounted Cash-Flow 

 

The discounted cash-flow approach to tariff calculation is based on the 

use of project finance-based financial modelling to determine the 

appropriate tariffs for transmission and storage facilities. Allowable 

revenue for transmission or storage facilities is calculated based on 

projected expenditure, capital investment and discount rates using the 

allowed revenue formula. These allowable revenues are then used in a 

financial model of the transmission or storage facility’s cash flows to 

assess whether the business is financially sustainable.  

 

This assessment is based on a range of financial performance 

indicators, for instance whether the transportation or storage business 

is able to meet a target hurdle rate, i.e. a target range of Internal Rate 

of Return (IRR), or some target Interest Cover Ratio or Debt Service 

Cover Ratio (DSCR) in order to attract investment. 

 

3.3 General application  

 

The methodologies outlined briefly above would also require a reward or 

penalty system as an incentive to maintain or improve licensee service, 

safety, and customer satisfaction performance compared to established 

benchmarks.  
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Licensees or applicants may apply for a tariff for more than one year, logically 

constrained by the useful economic life of the pipeline or storage facility, 

depending on the specific circumstances. The period of application 

notwithstanding, such long-term tariffs will remain subject to monitoring and 

the other requirements of the Gas Act. 

 

In addition, so-called ‘Z-factors’ are often included to account for highly 

unusual or exogenous events and costs that are not within the control of the 

licensee and hence are inappropriate for performance-based regulation.  

 

Lastly, any tariff methodology will be subject to monitoring and evaluation by 

the Energy Regulator. 
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4 Components of Allowable Revenue (AR) 

 

4.1 Introduction 
 

Each of the regulatory methodologies considered in Section 3 require the 

calculation of an allowable revenue for each year under consideration.  In this 

section, the calculation of some of the elements of the allowable revenue, as 

summarised in the following table, will be discussed.  

 
Table 1: Tariff methodology elements 

Methodology/ 

Component of 

Allowable 

Revenue   

Rate of 

Return 

Regulation 

Incentive 

Regulation 

Profit 

sharing/ 

Sliding scale 

Hybrid Discounted 

Cash flows 

Efficient O&M 

expense 

(Bottom-up) 

          

Flow through 

tax1 

          

Straight-line 

depreciation 

          

TOC for RAB 

Valuation2 

          

CAPM & Real 

cost of equity 

          

Real cost of 

debt3 

          

Real WACC3           

Inflation 

CPI/PPI 

          

Financial 

Indicators  

e.g. hurdle rate, 

DSCR, Interest 

Cover 

      

Correction 

Factor 

 = C  = K  = cost of 

capital trigger 

 = pre-

determined 

formula 

 = financial 

indicators 

trigger 

Cost of 

Service for 

initial P0/R0 

      

Allowable 

Revenue 

 = AR  =  

P1 * Volume = R1 
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Note 1: See section 4.3 for exceptions to use Normalized tax approach; Note 2: See section 4.4 for exceptions regarding 100% 

TOC versus trending of equity financed portion of asset; and Note 3 see section 4.4 for exceptions regarding applying real Ke on 

equity funded portion of assets versus use of real WACC on 100% on full asset base. 

 

In order to ensure a systematic approach to tariff approval, the Energy 

Regulator will use Rate of Return elements in addition to the applicant’s 

chosen methodology to assess the reasonableness of each application. For 

instance, the standard (i.e. textbook) DCF method does not cater for a 

clawback calculation or an allowance for funds used during construction. 

Hence, while an application can be made using the standard DCF for tariffs, 

NERSA will use elements of Rate of Return regulation to perform 

reasonableness tests in order to monitor and approve the tariffs. 

 

 

4.2 The efficient level of operating and maintenance costs (Opex) 

 

4.2.1 Data for monitoring Expenses 

 

The Operating and Maintenance (O&M) cost efficiency analysis will be 

based on: 

 NERSA receiving operating cost projections from the regulated 

transmission or storage licensee; 

 NERSA forming a view as to the efficient level of maintenance and 

operational expenditure; and 

 the revised operating and maintenance costs based on NERSA’s 

view being included in the Allowable Revenue calculation. 

 

Operating and Maintenance cost data for tariff determinations should 

be provided in a form consistent with that laid out in the Regulatory 

Reporting Manuals prescribed by NERSA4  to facilitate comparisons 

between actuals and projections over the tariff period.  The provided 

costs should be such that there is a clear separation of storage from 

transmission activities and between individual pipelines as prescribed. 

In addition, the following should be noted: 

 Allowable expenses relate to all expenses that are incurred in 

relation to the regulated services. These costs include normal 

operating expenditure, maintenance (excluding refurbishment costs 

that must be capitalised), manpower or labour costs, and 

overheads, as stipulated in the Regulatory Reporting Manuals. 

 Operating expenses referred to as ‘other costs’ must be unbundled. 

                                                      

4 NERSA [2008]: Regulatory Reporting Manual Volume 3: Piped-Gas (effective 01 September 2008). 
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 Litigation costs incurred in the production of income in accordance 

with South African Revenue Services rules are allowed. The costs 

of litigation arising from the transgression of laws by the licensee 

are not allowed. 

 Research and development expenses are permitted, subject to 

adequate justification. 

 The following are examples of expenses that may be considered by 

NERSA as unjustified expenses. NERSA will scrutinise these 

expenses on a case-by-case basis and consider whether these 

costs benefit tariff paying customers. The list of expenses is not 

exhaustive, but are indicative of costs that may not be allowed into 

the allowable revenue calculation. 

o advertising and sponsorship services; golf day and fair expenses;  

o value adjustment, exceeding the amount of 1% of total operating 

revenue of the operator; 

o occasional awards; 

o annual awards to the members of the Management Board; 

o costs of life insurance premiums, in the total amount; 

o entertainment expenses; 

o internal representation and publicity expenses; 

o gifts (donations); 

o fines, penalties, compensation for damages and expenses arising 

from the contract, in the total amount;  

o expenditures such as write-offs of tangible and intangible assets 

if the subject assets are replaced by new assets entered into the 

regulated assets; and 

o BEE and other CSR costs. 

 The provision for land rehabilitation or decommissioning costs must 

be applied for and collected separately. These funds must be kept 

in accordance with section 34(1)(d) of the Gas Act and regulations 

11(4) and 11(5), which require licensees to provide for security in 

respect of rehabilitation obligations. 

 

4.2.2 An approach to determining efficient operating and maintenance 

costs 

 

To effectively monitor pipeline tariffs on a pipeline-by-pipeline basis or 

for individual storage facilities, at any point during the lifetime of the 

facility, NERSA may undertake an assessment of the efficient level of 

operating and maintenance expenditure by licensees. 
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The Energy Regulator may use the ‘bottom up’ approach to assess the 

efficient level of O&M expenses in transmission and storage activities.   

 

The bottom up assessment is typically based on the regulator 

appointing a suitably qualified expert to review the data provided by 

the licensee and to conduct interviews with the licensee to identify 

opportunities for cost reduction.   

 

A top down benchmarking approach to efficiency assessments may 

also be used to complement the bottom up assessment. 

 

4.2.3 Considerations in efficient O&M expenses 

 

A number of other factors will be considered by NERSA in assessing 

the O&M expenses incurred by licensees. These include the following: 

 Expenses must be prudently and efficiently incurred. In assessing 

whether the expense was prudently and efficiently incurred, NERSA 

will consider the following factors: 

o determination if the expenses were arm’s length bargaining; 

o expenses must be legitimate for providing regulated services; 

o the costs should be incurred through efficient company 

processes; 

o expenses should represent the normal operations of the licensee 

and may be adjusted for pending increases or decreases; and 

o expenses that will not be allowed by other commissions or 

authorities. 

 NERSA may undertake prudency checks on the efficiency of the 

expenses, including using the previous year’s actual values as a 

benchmark. NERSA may also use another internationally 

acceptable standard to test the reasonableness of the escalation 

indices to be applied in the following tariff application or period. 

 In incentive regulation, such as CPI-X regulation, the X factor is 

referred to as the efficiency factor. This efficiency factor is likely to 

be different from a simple target set for O&M expenses reduction for 

a number of reasons, including that the X factor represents the 

change in tariff therefore taking into account total efficiency (e.g. 

capital efficiency as well as O&M expense efficiency); and often the 

X factor is calculated to smooth the tariff over a number of years, 
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which does not specifically reflect operating cost efficiency in any 

particular year. 

 

4.3 Determining TAX (T) 

 

Tax refers to a licensee’s estimated tax payable to the tax authority with 

respect to taxable allowable revenue from the regulated activity for the tariff 

period under review.  

 

NERSA allows the licensee a choice between the flow-through and 

normalised tax approaches. However, once a licensee has chosen an 

approach, it is not permitted to change. However, the flow-through tax 

approach is the Energy Regulator’s preferred tax methodology. 

 

The flow-through (of taxes payable) approach is an approach whereby only 

current income taxes payable are factored into the allowable revenue and 

recovered in the tariff during the period under review. In this flow-through of 

taxes payable method, it is not necessary to provide for future income taxes 

(deferred taxes), since there is a reasonable expectation that future taxes 

payable will be included in future costs of service and provided for in 

allowable revenues at that time.5 Thus, in applying the flow-through of taxes 

payable approach, income taxes payable are estimated for the tariff period 

under review based on taxable income as opposed to accounting income.  

 

To derive the taxable income (as opposed to accounting income), the 

licensee is obligated to maximise all eligible deductions for income tax. 

Differences between the estimated flow-through tax at time of the tariff 

application and actual flow-through taxes paid will be adjusted through the 

appropriate +/- correction factor contained in the tariff methodology chosen 

by the licensee. The formula that will be used to assess the flow through tax 

is as follows: 

 

Tax = {(NRBTA)/(1-t)*t} 

 

Where 

NRBTA   =  Net Revenue Before Tax Allowance 

=  {(RAB*WACC) + E + D(historic + write up) +/-C} – {E +     

D(historic) + Kd (nominal)} 

                                                      
5 The taxes payable method of accounting for income taxes is used for tariff setting purposes for Canadian natural gas 
transmission operations. 
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  T   = Prevailing Corporate Tax Rate 

 

Although the flow-through tax methodology is preferred, the Energy 

Regulator may, upon request, allow a licensee to use the normalised6 tax 

approach under one of the following conditions: 

 Where a licensee has been using the normalised tax approach in the past 

and has obtained approval from the Energy Regulator to continue using 

this approach. In this case, the deferred taxes are deducted from the 

Regulatory Asset Base (RAB) because the licensee would have collected 

the funds necessary to meet its deferred tax liability obligations in its tariff 

in advance. In addition, the licensee must maintain adequate records for 

the assets creating the deferred tax liability and the tariff application must 

include a schedule disclosing the year-on-year deferred tax liability and 

expected year-on-year reversal of the deferred tax liability until the time 

that such a deferred tax liability ‘zeros out’. 

 Any other licensee wishing to use the normalised tax approach must 

motivate to the Energy Regulator before using the normalised approach 

and provide sufficient undertakings that detailed records must be kept as 

indicated, as well as proof that sufficient funds will be set aside to be 

available in the later years to pay the taxes when the deferred taxes start 

reversing. 

 

With regard to the flow-through tax approach, its main advantage is the 

avoidance of the over-recovery of corporate tax payments by the regulated 

entity. The extent of the over-recovery can be significant, particularly for 

major assets that have economic lives extending many decades.  

 

It must be emphasised that the flow-through approach does not take away 

the tax benefits from an accelerated wear and tear allowance envisaged by 

the tax authorities. The difference is in the timing. When a company 

accelerates the depreciation of asset in accordance with tax laws, more 

depreciation is recorded in the first few years of the asset’s life, and less in 

the later years of the asset’s life, relative to regulatory depreciation. 

                                                      
6 The normalized tax approach is a method in which a licensee collects more revenue from tariff payers to cover its tax 

obligation early in the life of a depreciable asset than the licensee is obliged to pay in taxes in the early tariff period(s). This 
arises from the fact that the licensee would ordinarily use a straight-line depreciation method to determine depreciation 
expenses charged against operating income for tariff making purposes while in contrast, accelerated depreciation deductions 
are permitted by the tax authority for determining corporate income taxes. Deferred taxes for this asset are built up in a deferred 
tax account, and then drawn down to zero over the asset’s life as lower tax charges during the asset’s early years are followed 
by higher taxes during its later years. The fundamental aspect of ‘normalization’ accounting is that the deferred tax account must 
‘zero out’.  
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Cumulative tax and regulatory depreciation are generally equal over the 

course of an asset’s life. 7  

 

The main disadvantage of the flow-through approach is the potential 

complexity arising from calculating the accelerated depreciation allowances 

for each of the regulated entity’s assets. This calculation, to some extent, 

would also be required under the notional tax approach for the calculation of 

the deferred tax assets and liabilities, which are added to/deducted from the 

RAB.  However, deferred tax assets and liabilities are reported separately in 

statutory accounts, making it possible to obtain these values without detailed 

calculations.  

 

The advantage/disadvantage of the normalised tax approach is the inverse of 

the advantage/disadvantage of the flow-through approach described above, 

i.e. it is simple to administer, but allows for the over-recovery of the taxation 

allowance in the early years of an asset’s life. In addition, given that the tax 

allowance is calculated with reference to straight line depreciation, the 

normalised approach allows for a more smoothed tariff profile compared to 

the flow-through approach. 

 

 

4.4 Calculating returns – the Regulatory Asset Base (RAB) 

 

The key principle for setting a regulatory asset base value is to ensure that 

the investment in assets receives an appropriate level of reward to recoup 

the investment and earn a return commensurate with risk. At the same time, 

this requires the WACC to be set at an appropriate level for an adequate 

‘return on capital’. In addition, setting the asset value correctly for the 

calculation of depreciation is fundamental to ensuring that an appropriate 

level of funds is available for a ‘return of capital’ towards the eventual 

replacement of those assets. 

 

 

4.4.1 Prudency Assessment 

 

NERSA will perform prudency tests on the investment to be included in 

the RAB for the tariff determination. Prudency means that the 

investment is reasonable based on cost-minimisation to avoid 

                                                      

7 Edison Electric institute, 2013, ‘Comprehensive Tax Reform Priorities: Maintain Normalization Rules’, available:  

http://www.eei.org/issuesandpolicy/finance/Documents/Maintain%20Normalization%20Rules.pdf. 
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unnecessary over investment. When determining prudency, the 

following assessment will be undertaken: 

 

 The investment is prudent if it was prudent at the time the decision 

was made. Meaning that this requires accurately assessing what 

information management had available and used to make its 

decision. 

 The investment is prudent if management acted to minimise cost by 

fully considering the changing conditions that would affect the 

investment. This requires assessing what management should have 

known and should have considered in making this decision. 

 Aligned to prudency is the used and useful concepts. Used and 

useful means that the plant is actually being used to provide a 

service and that it is contributing to the provision of the service. 

 

4.4.2 Determining the value of the Regulatory Asset Base (RAB) 
 

The value of the regulatory asset base is the inflation-adjusted 

historical cost or trended original cost (TOC) of plant, property and 

equipment less the accumulated depreciation at the commencement of 

the period under consideration plus the net working capital. The 

following formula may be used to determine the value of the regulatory 

asset base: 

 

RAB = V + AFUDC – d + w  

 

Where    

V =  Value of used and usable regulated property, plant, vehicles 

and equipment at commissioning date, indexed by TOC 

plus the Allowance for Funds Used During Construction 

(AFUDC).  

AFUDC=  Allowance for Funds Used During Construction. This refers 

to the recovery of costs incurred by a licensee during 

construction of a licensed facility. It includes the net cost for 

the period of the construction of the borrowed funds and a 

reasonable rate of return on funds such as equity, when so 

used. The amount should not exceed, without the prior 

approval of the Energy Regulator, allowances computed in 

accordance with the formula prescribed below 

d =  accumulated depreciation at the commencement of the tariff 

period under review  
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w =  net working capital 

 

The trending can be done for the entire asset base if the so-called 

‘patient equity capital’ approach is used. However, if there are assets 

that are funded by debt, then the licensee can opt to only trend the 

equity financed proportion of the asset base.   

 

4.4.3 Value of Property, Plant, Vehicles and Equipment (V) using TOC 

 

The value of used and usable property, plant, vehicles and equipment 

comprises only non-current assets used in the regulated activity.  

 

The RAB must be adjusted for capital additions upon commissioning of 

the assets concerned. This is the approach used by regulators when 

capital additions occur infrequently. Should additions occur frequently 

and in small increments, the RAB on which return for any given year is 

calculated can be calculated by averaging opening and closing 

balances: [(RABt-1 + RABt)/2]. 

 

Inflation adjustments must be based on appropriate inflation indices as 

approved by the Energy Regulator. The same inflation index CPI used 

in trending will be applied in adjusting the nominal return on 

equity/nominal WACC to real rate of return on equity/real WACC and 

vice versa. 

 

The full asset base will be trended for inflation if the ‘patient capital’ 

approach is used. If however the debt is treated as a pass-through, 

then only the equity-financed portion of the assets is trended, as 

explained below. Of these two approaches, the ‘patient capital’ 

approach is preferred to avoid asset abandonment. 

 

Non-current assets must be calculated for each asset category and 

added to arrive at the value for V using the TOC valuation method as 

follows: 

 The Starting Regulatory Asset Base (SRAB) will be determined 

using depreciated original cost. Where original cost does not exist, 

then the SRAB should be determined as prescribed in the 

Regulatory Reporting Manuals. 

 The SRAB for existing assets determined as explained above 

becomes the proxy for original cost to be trended for the future. 
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 In the so-called ‘patient capital’ approach, the equity investor takes 

the risk by getting less of its return upfront, but more return later 

(e.g. from year 8 as per the attached example 1).  

 

In the patient capital approach: 

 The equity holder is entitled to full trending of the asset base for 

both the debt and the equity-financed asset portion.  

 The real WACC that combines both debt and equity as per the 

capital structure financing the asset will be applied to the Trended 

RAB.  

 The real WACC times the total regulatory asset base yields the 

yearly allowed total return on assets in Rands.  

 The inflation factor multiplied by the total regulatory asset base 

yields the regulatory asset base write-up for inflation (adjustment) to 

be added to the RAB balance carried forward to the next tariff 

period.   

 

In the cost of debt pass-through approach, the equity holder has not 

taken as much risk since the full debt costs are a pass through. 

Hypothetical debt costs will not be considered in this approach as this 

would not enable a like for like comparison with the Regulatory 

Financial Reports. Hence if a licensee opts to use the debt pass 

through approach, it must use its actual debt profile in the calculations. 

 

Under this approach, the following applies: 

 It is required to trend the equity portion only in order to ensure that 

the equity holder will not benefit from an inflation adjustment or 

inflation ‘write-up’ of the rate base with respect to assets financed 

by debt.  

 The equity holder will only be compensated for the inflation to the 

extent that assets are financed by equity. The real cost of equity 

(not WACC) will be applied to the trended equity-financed portion of 

RAB.  

 The real rate of return on equity (not WACC) times the equity share 

of the regulatory asset base yields the yearly allowed return in 

Rands.  

 The inflation factor multiplied by the equity share of the regulatory 

asset yields the regulatory asset base adjustment (write-up) added 

to the RAB balance carried forward to the next tariff period.  
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 In determining the proportion of equity-funded assets to be trended, 

the capital structure should be representative of the regulated 

business’ risk, and therefore the actual capital structure must be 

used. 

 However, the Energy Regulator may use an ‘optimal’ or ‘deemed’ 

capital structure in order to provide incentives for efficient financing.  

 Where debt cost is a pass through, both the interest as well as the 

difference between depreciation of debt-financed asset and the 

actual debt principal are allowable as a pass-through in the tariff 

through a calculation to achieve the desired debt service cover ratio 

(DSCR).  

 The write-up or adjustment is, similar to depreciation, written off or 

amortised over the useful life of the asset. Prior periods’ write-ups 

will be excluded from the tariff calculation because a nominal rate of 

return, which included inflation, has already been earned by the 

licensee. 

 

The Energy Regulator intends to implement this approach based on 

depreciated original cost or, in the absence of original cost, as 

prescribed in the Regulatory Reporting Manuals. The annual change in 

the asset value with this approach is equal to the value of net 

(expected) new investment during the year.   

 

4.4.4 General provisions  

 

The provisions below provide guidance regarding the treatment of 

assets in the tariff methodology: 

 plant, property and equipment under construction are excluded from 

the Regulatory Asset Base; 

 non-current assets must be used and usable, of a long-term 

economic lifespan and in a condition that makes it possible to be 

used in the short term; 

 capital expenditure is admitted to the Regulatory Asset Base when 

the asset concerned becomes used and usable, i.e. is 

‘commissioned’; 

 other costs of an extraordinary nature, for example major storm 

damage repairs not covered by insurance, may be included in the 

Regulatory Asset Base if the licensee decides to capitalise these 

costs; 
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 funds deposited by customers with the licensee are excluded from 

the Regulatory Asset Base; 

 contributions received in lieu of connection charges representing 

non-refundable funds contributed by customers are excluded from 

the Regulatory Asset Base; 

 where a normalized tax approach is applied, the deferred tax 

collected from tariff payable earlier than the licensee currently must 

pay in taxes is deducted from the Regulatory Asset Base; 

 leasehold improvement constitutes an investment in a right-to-use 

property and is admitted to the Regulatory Asset Base; 

 non-current assets expected to become used and usable during the 

forthcoming tariff period (i.e. one year) are admitted to the 

Regulatory Asset Base in proportion to the share of the forthcoming 

tariff period during which they will be used and usable, however if a 

difference occurs between the expected share of the asset and the 

actual share of the asset that has become used and usable during 

the year under review, then a clawback or giveback is made in the 

year following the submission of the audited financial and regulatory 

accounts; and 

 plant equipment (spares) held for emergency stores for security of 

supply (if not already included in working capital) are allowed for 

inclusion in the Regulatory Asset Base and depreciated at a rate 

specific to its respective asset class. 

 This approach also provides for the classification of the assets used in the 

Compressed Natural Gas industry, as well as guidance on treatment of 

Liquefied Natural Gas and distribution assets in the allowable revenue. 

  

 

4.4.5 Regulatory assets/liabilities 

 

Regulatory assets/liabilities result from a tariff approval decision in a 

particular period that results in an allowable revenue that differs from 

the amount that would have been allowable if the full allowable 

revenue was earned in that same period. See excerpt from the 

Regulatory Reporting Manuals below: 

 

145 Regulatory Assets 
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This account shall include the amounts of regulatory-

created assets, not included in other accounts, resulting 

from the ratemaking actions of the Energy Regulator. 

 

The amounts recorded in this account are to be established 

by those charges which would have been included in net 

income, determinations in the current period under the 

general accounting norms are being deferred and to be 

included in a different period(s) for the purposes of 

developing rates that the Licensee is authorized to change 

for tis regulated services. The amounts recorded in this 

account are generally to be changed, concurrently with the 

recovery of the amounts in rates, to the same account that 

would have been charged if included in income when 

incurred. 

 

Regulatory Assets are ‘deferred’ allowable revenue or income. Hence 

the licensees should provide the Energy Regulator with a calculation of 

the allowable revenue according to the chosen methodology (using the 

estimated volume projection for instance) for the relevant tariff periods, 

so as to determine the regulatory asset to be raised in the accounts, 

that will be included in future tariff periods (i.e. over the entire multi-

year tariff period). The Energy Regulator may request licensees to 

defer a portion of their allowable revenue (for instance, this may be 

deferred investment costs or deferred operational costs) to later years 

in both multi-year and one-year tariff applications as well, because the 

licensee will still need to ramp up the volume. 

 

As illustrated by the example shown in Table 2 below, the licensee is 

entitled to allowable revenue over the lifetime of the asset of a certain 

value in real terms. If, during the ramp-up of the facility, the actual 

volumes are lower than average for the lifetime of the asset, the 

Energy Regulator may request the licensee to defer some of this 

allowable revenue to a later year in the multi-year tariff period (indexed 

with inflation) so as to smooth the tariffs and to arrive at a stable real 

tariff path. This deferred income must be recovered during the multi-

year tariff period that the licensee has applied for or in successive tariff 

applications in the case of a one-year application that is not yet fully 

ramped up, but the licensee expects to reach full capacity within a 

foreseeable period in the future. 
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Table 2: Example 

  
Year 1 Year 2 Total 

Allowable revenue (Rands) 50 50 100 

Volume (GJ) 25 75 100 

Tariff according to methodology 

(Rands/GJ) 
2.00 0.67 

 

Adjusted allowable revenue 

(Rands) 
25 75 100 

Adjusted tariff (Rands/GJ) 1.00 1.00   

 

In Table 2 above, the total allowable revenue is R100 over 2 years. 

The total project volume is 100 GJ, so that in constant terms, R100 

must be recovered over 100 GJ, which yields an average tariff of R1. 

By charging R1 per GJ in year 1, a total of R25 revenue is earned, 

while a total of R75 is earned in year 2. Half of the allowable revenue 

is recorded as a regulatory asset in year 1, and a liability of the same 

amount is raised in year 2. Please note that in the example real values 

are used for clarity purposes, thereby removing the inflation write-up 

that would be applied to the year 2 regulatory assets that is part of the 

adjusted allowable revenue.  

 

A licensee can calculate the levelised cost of the infrastructure and 

calculate stable tariffs in real terms over a longer time frame. Actual 

tariffs will be inflated when being implemented. 

 

4.4.6 The treatment of cross-border assets 

 

A cross-border asset is an infrastructure project with activities 

spanning two or more countries, one of which is the Republic of South 

Africa, or a domestic infrastructure project that has significant cross-

border impact. 

 

The costs of cross-border assets can equitably be allocated on the 

basis of the ‘Beneficiaries Pay’ principle. The beneficiary pays principle 

entails that each country is allocated the share of the costs based on 

capacity reservation on the asset. This applies to greenfield projects 

as well capacity additions.  
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Licensees will be required to provide an assessment of the benefits of 

the project, and the allocation of costs to the different beneficiaries 

based on the assessment. In particular, the following is relevant: 

 The benefits of the project should be clearly laid out, which may 

include capacity enhancement, congestion reduction or other 

benefits. Where possible, these benefits should be quantified, for 

example, the project will increase the capacity of the transmission 

pipeline by 1 million GJ per annum. 

 The beneficiaries of the project should be clearly identified 

indicating the benefits and how much of the benefits will accrue to 

each beneficiary. For example, the beneficiaries of the project are 

Company X supplying customers in Country X and Company Y 

supplying customers in Country Y. 50% of the increased capacity 

has been reserved by Company X and therefore 50% of the 

capacity has been allocated to Company X. 

 The costs of the project should be clearly laid out, including capital 

expenditure, operational and maintenance expenditure over the 

technical lifecycle of the project and decommissioning and waste 

management costs. 

 Where significant benefits of the project cannot be quantified but 

should impact on the cost allocation, NERSA will assess whether 

the cost allocation is fair and comports to the principle of the 

beneficiary pays. 

 Based on the assessment of the benefits and beneficiaries of the 

project, the costs should be allocated accordingly.  

 

Documentary evidence detailing the analysis undertaken by the 

licensee should be provided to support this assessment. 

 

NERSA will treat cross-border asset cost allocation by taking into 

account the following criteria: 

 The investment cost must be prudently and efficiently incurred.  

 The cost of the cross-border asset that will be allowed to be 

included in the RAB of the licensee will be reflective of the capacity 

reserved for the domestic market. This will ensure that one country 

does not subsidise the capacity reserved for another country and 

also ensures fair allocation of cost. For instance the cost of cross-

border transmission pipelines with off-takes in both countries 

involved, would be split according to the capacity reserved for or 

utilised by each country’s off-take. The estimate of the relative use 
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of the pipeline by both countries must be indicated in the tariff 

application and may be subject to a clawback/giveback provision in 

a case of substantial deviation between the estimated and actual 

usage split. Similarly, in the case of capacity additions to existing 

cross-border infrastructure, the cost for the additional capacity 

would be split according to the capacity reserved for or utilised by 

each country’s off-take. 

o It is acknowledged that country risk premia differ between 

countries and this is particularly important for cross-border 

assets. As many infrastructure assets are in fact interdependent 

and indivisible in nature, country risk premia applied to the cost of 

capital will be that of the highest risk-premium country. This will 

ensure that the allowable revenue component is adjusted to 

reflect the country risk that the project as a whole is exposed to.  

o The decommissioning costs for the asset that is located outside 

the border of South Africa will be split according to the capacity 

reserved or utilised between the two countries. This approach is 

aligned to the treatment of capital costs (RAB) that which gave 

rise to the need for decommissioning cost. Capital costs including 

decommissioning costs will be split between countries in 

proportion to capacity reservation. 

o The tax treatment of the cross-border assets will be aligned with 

the RRM principles and tax laws, including tax treaties. According 

to SARS, resident companies are taxed on world-wide income 

and non-residents are taxed on income sourced from South 

Africa. For cross-border assets that are owned by a South African 

registered company, the entire tax relating to the asset will be 

included in the allowable revenue at the South African tax rate. 

For a non-resident company, only the part of the cross-border 

asset that caters for capacity that is earmarked for the South 

African market will be included in the allowable revenue at the 

South African tax rate and the foreign share will be included at 

the relevant foreign tax rate. The split of the tax dues will be 

according to the cost allocation principles applied for. 

o Unutilised capacity costs will be allocated pro rata, in accordance 

with the cross-border cost allocation mechanism outlined above. 

o NERSA may conduct a review of the reserved capacity 

assumptions periodically so that should the capacity reservation 

profiles change, the costs can be re-allocated.  
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The underlying principle in terms of cross border assets is to ensure 

that asset costs are shared fairly between countries in line with 

benefits accrued and risks faced by the countries involved. 

 

4.4.7 Allowance for funds used during construction 

 

The Regulatory Reporting Manuals provide guidance on the Allowance 

for Funds Used During Construction (AFUDC).8 NERSA’s proposed 

approach as outlined below is consistent with this guidance. 

 

The AFUDC refers to the recovery of costs incurred by a licensee 

during construction of a licensed facility. It includes the net cost for the 

period of the construction of the borrowed funds and a reasonable rate 

of return on funds such as equity, when so used. The amount should 

not exceed, without the prior approval of the Energy Regulator, 

allowances computed in accordance with the formula prescribed 

below.  

 

The costs should have been incurred on a continuous, planned and 

progressive basis. The Energy Regulator suggests that the licensee 

inform the Regulator of potential costs prior to the tariff application. 

Preferably, the applicant should state the costs when the application 

for a construction licence is submitted.  

 

The formula and elements for the computation of the allowance for 

funds used during construction shall be the approved weighted 

average cost of capital multiplied by the sum of the following: 

 average balance in construction work in progress (CWIP); 

 plus average capital inventory balance; 

 less construction accounts payable; and 

 less asset retirement costs (if included in the CWIP). 

 

The weighted average cost of capital rate shall be determined in the 

manner indicated and approved by NERSA for the applicable year. 

The resulting amount should be added to the allowable revenue. The 

AFUDC may, if so directed by the Energy Regulator, be prorated over 

the appropriate depreciable plant accounts.9 

 

                                                      

8 NERSA. 2008. Regulatory Reporting Manual Volume 3: Piped Gas, pg. 15-16 

9 NERSA. 2008. Regulatory Reporting Manual Volume 3: Piped Gas, pg. 19 
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The formula for the AFUDC is calculated as follows: 

 

AFUDC = WACC x [Average CWIP + Average capital inventory 

balance – Construction accounts payable – Asset retirement 

costs] 

 

Where: 

WACC =  Weighted Average Cost of Capital 

Average CWIP =  {(Opening CWIP balance + Closing CWIP 

balance)/2} 

Average capital inventory balance = {(Opening balance + Closing 

balance)/2} 

 

As the definition of the RAB includes the AFUDC value, it should not 

be multiplied by the WACC in isolation, but the amount over which the 

allowance may be earned must be added to the RAB, after which the 

WACC * RAB value is calculated over the entire value of the RAB 

including the amount for the AFUDC. 

 

The Energy Regulator will consider the following rules in deciding 

whether to allow the AFUDC to be included as part of the allowable 

revenue: 

 For AFUDC to be allowed, the licensee should demonstrate to the 

Energy Regulator’s satisfaction that the capital expenditure on the 

project has been incurred and that the activities required for 

construction completion of the assets are in progress. 

 The activities allowed under AFUDC exclude a return on funds used 

during the preliminary survey and investigation activities required to 

prepare the construction project for its intended use, unless they are 

capitalised in accordance with acceptable accounting principles.  

 Capital expenditures must have been incurred prudently. 

 The company must also retain the records supporting the 

commencement of AFUDC accruals. 

 Piped-gas companies must show that the ‘activities’, that are 

necessary to get the construction project ready for its intended use 

are in progress. 

 No AFUDC should be accrued during periods of interrupted 

construction unless the company can justify the interruption as 

being reasonable under the circumstances. Capitalisation of 

AFUDC stops when the facilities have been tested and are placed 
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in, or are ready for, service. This would include those portions of 

construction projects completed and put into service although the 

project may not be fully completed. 

 When only part of the plant or project is placed in operation or is 

completed and ready for service, but the construction work as a 

whole is incomplete, that part of the cost of the property placed in 

operation or ready for service, shall be treated as a gas plant in 

service and AFUDC as a charge to construction should cease. 

AFUDC on the part of the cost of the plant that is incomplete may 

be continued as a charge to construction until such time as it is 

placed in operation or is ready for service. 

 No AFUDC will be included for projects where a 100% contribution 

has been received up front on a direct assigned project. For those 

projects where contributions are received up front and no AFUDC is 

calculated, the contribution would be included in the rate base in the 

same period as the asset. 

 The AFUDC accruals will be subject to scrutiny through audit as 

well as during the tariff application. Once the project is completed 

and commissioned, the AFUDC accruals have to cease.  

 

4.5 Depreciation (d) and amortisation 

 

Accumulated depreciation is the cumulative depreciation against plant property, 

vehicles and equipment in service. It is calculated on a straight line basis over 

the economic life of the asset. Depreciation can be calculated on the historical 

(original) cost of the asset. The inflation write-up from the trending of the asset 

value is treated in a similar manner to the depreciation of the historical cost and 

amortised over the remaining economic useful life of the asset. 

 

4.6 Net Working Capital (w)  

 

Net working capital refers to various regulatory asset base funding requirements 

other than utility plant in service. These funding requirements include 

inventories, prepayments, cash working capital and other non-plant operating 

requirements. Working capital funded by investors may be included in the 

regulatory asset base.  

 

The following formula may be used to determine net working capital:  
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Net working capital =  inventory + receivables + operating cash – trade 

payables  

 

The calculation method for inventory should be consistent with that included in 

the Regulatory Reporting Manuals. 

 

Operating cash refers to the amount of investor-supplied funds needed to 

finance operations. This is finance to bridge the gap between the time 

expenditures are made to provide service and the time collections are received 

for that service. It is the cash supplied by investors to finance operating costs 

during the time lag before revenues are collected. Measurement of the required 

operating cash must be based on the licensee’s standard practice subject to a 

maximum 45 days’ operating expenses, excluding depreciation. To claim a 

provision for operating cash for more than 45 days, the licensee must submit a 

lead-lag study demonstrating the difference between receivables and payables. 

 

Receivables refer to current assets for which the amount to be received is 

usually known and is to be included in the net working capital calculation, based 

on an amount for between 30 and 45 days.  

 

Trade payables refer to current liabilities for which the amount to be settled is 

usually known and is to be included in the net working capital calculation to a 

maximum of 45 days.  

 

The Energy Regulator will expect licensees to observe optimal working capital 

management practices such as timely collections and minimizing uncollectible 

(bad debts) and abnormal inventory losses/unaccounted for gas in accordance 

with international standards. 

 

4.7 Weighted Average Cost of Capital (WACC) 
 

The weighted average cost of capital is the average of the cost of equity and 

debt, weighted by the proportions of equity and debt that an efficiently financed 

company can be expected to use to fund its activities. Hence, to determine the 

WACC, it is necessary to determine the cost of debt and equity and the 

proportions of debt and equity that would be employed in an efficiently financed 

company.  

  

As providers of equity and debt are interested in the post-tax returns available to 

them, when determining the allowed revenues and tariffs, NERSA must allow 

not only for the post-tax WACC return, but must also allow for corporate taxation 
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that will be incurred by the regulated company.  Since the tax treatment of debt 

(deductible as a cost) is different from the tax treatment of equity (not deductible 

as a cost), the allowed revenues to fund taxation will be a function of the 

proportions of debt and equity that would be employed by an efficiently financed 

business.   

 

Pipeline and storage companies will be expected to submit their WACC 

expectations based on evidence regarding the cost of debt and the cost of 

equity. Internationally recognised approaches to the calculation of cost of debt 

and the return on equity should be used. For example, the Capital Asset Pricing 

Model (CAPM) can be used for the cost of equity.   

 

Besides CAPM, a licensee is allowed to opt for the use of any other 

internationally accepted methodology to estimate the cost of equity, provided 

that such methodology must be supported by expert testimony from credible 

financial sources. Quotations or estimates from different lenders could provide 

further justification. 

 

 The following formula is used to determine the WACC using CAPM: 

 

Post-tax WACC = 
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Where: 

E =  Equity 

Dt =  Debt 

Ke =  the Cost of Equity in terms of the Capital Asset Pricing Model 

(CAPM) 

SSP = Small stock premium is calculated based on the approach 

outlined below 

Kd=  is the post-tax rate of return on Debt capital 

 

CAPM is the preferred approach as it is the most common methodology in the 

determination of cost of capital.  

 

However, if CAPM is considered to be inappropriate, applicants have the option 

to submit an application based on any other internationally recognised and used 

cost of capital approaches. Companies are expected to provide a rationale for 

the approach used, and this will be assessed by NERSA on a case-by-case 

basis.   

 



Guidelines for Monitoring and Approving Piped-Gas Transmission and Storage Tariffs – Final 

 - 38 - 

When tariffs are considered by NERSA, the tariff level will be set to ensure that 

appropriate levels of financial indicators will be met, based on prevailing 

financial market conditions and best practice. 

 

If the CAPM is adopted for the calculation of WACC, one of the key components 

that will need to be estimated is Beta, which will be discussed below. 

 

As much regulatory certainty can be provided by narrowing down the range of 

acceptable input variables, NERSA will publish preferred sources of information 

for the key input variables discussed in the remainder of this section.  These 

sources of data will be subject to stakeholder comment and will be determined 

and revised by the Energy Regulator from time to time. 

 

 

Cost of equity 

 

The cost of equity is the rate of return available on alternative equity 

investments of comparable risk. In the WACC formula, it is calculated as: 

 

Ke = r(f) + β(e)*MRP 

 

Where 

 

r(f) = The risk-free rate  

It represents the return an investor can achieve on the least 

risky asset in the market, i.e. government bonds. In 

particular, the spot prices of South African government 

bonds with a maturity of at least 10 years should be used 

for the expected risk free return when estimating the cost of 

equity.  

β(e) = The equity beta 

This measures the covariance between the return on the 

firm’s equity and the returns from the stock market as a 

whole.  Beta is an important parameter calculated by the 

regulator, and more details on its calculation are provided 

below. 

MRP = The market risk premium  

This represents the additional expected return investors 

require to invest funds into equities rather than risk-free 

instruments. It should be calculated using the arithmetic 
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mean of the returns on the Johannesburg Stock Exchange 

All Share Index for a period of 30 years.  

 

The NERSA-preferred sources of information for input variables, to be 

determined from time to time, will provide clarity on the appropriate sources to 

be used for r(f), β(e) and MRP. 

 

Beta 

 

Beta (β) is the systematic risk parameter for regulated entities providing 

transmission and storage. The methodology to be used to determine the beta is 

set out below: 

 

For licensees that are not publicly listed and where there are insufficient publicly 

listed competitors, the equity beta must be determined by proxy. International 

pipeline companies can be used as a proxy for gas transmission and storage 

licensees. Licensees supplying compressed natural gas can use international 

compressed natural gas companies as well as those supplying compressed 

natural gas for use in vehicles as proxies. The companies used as proxies by 

licensees should be listed on stock exchanges. A total of six international 

companies should be used to determine the equity beta. The companies 

included as proxies need to be approved by NERSA. Licensees can calculate 

the beta based on the weekly previous two years data. The beta will be applied 

for the duration of the tariff period. 

 

To make adjustments for differences in gearing between the proxy and the 

licensee, the process involves ‘unlevering’ and ‘relevering’ as follows:  

 obtaining the equity beta for the proxy company; 

 unlevering the beta of the proxy company by the gearing level of the 

proxy company (this unlevered beta is known as the ‘asset beta’);  

 calculating the weighted average of the asset betas for the chosen 

proxy companies; and 

 relevering the average asset beta by the (optimal) gearing expected 

of an efficiently financed licensee to fund its licensed activities.  

 

The following steps and formulae must be used:  

 

Step 1 – Calculate asset beta (or unlevered beta) for proxy firm  

 

The following formula must be used to determine the asset beta:  
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            βа1=
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Where:  

βa1 =  asset beta for proxy company 1  

β1 =  beta of proxy company 1  

Tr =  tax rate of relevant country  

Dt =  debt  

Eq =  equity  

 

Repeat step 1 for each of the six chosen proxy companies.  

 

Step 2 – Calculate weighted average asset beta of proxy companies  

 

Weight each of the six proxy firm asset betas by their proportion of the 

total debt plus equity of the six proxy firms and sum the six results 

using the following formula: 
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Where:  

 аE =  weighted average asset beta of the regulated entity  

 nED )  =  sum of the debt and equity for a specific proxy company  

 na =  asset beta of the corresponding specific proxy company  





6

1

)
n

nED =  sum of debt and equity for all proxy companies  

 

Step 3 – Calculation of beta (β) for licensee  

 

The following formula must be used to determine the beta for the 

licensee: 

 

βL = [WA β][1+(1-t)(D/E)]  
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Where:  

ΒL = beta for the licensee  

WA β = the weighted average β of the proxy firms asset betas from 

Step 2. The Energy Regulator may adjust this factor to take 

account of a difference in country risk ratings between the 

host country of the proxy firms and South Africa.  

t = tax rate of the licensee  

Dt = the debt of the licensee subject to a minimum gearing level of 

30%  

Eq = the equity of the licensee  

 

 

Cost of debt 

 

The actual cost of debt (interest charges) incurred by the licensee must be used 

for Kd and for the calculation of the WACC (both real or nominal as 

appropriate), subject to the Energy Regulator finding it reasonable through the 

application of reasonableness tests. 

 

The cost of debt is calculated as: 

 

Kd = Kdpre-tax * (1 – t ) 

 

Where: 

Kd = is the post-tax rate of return on debt capital 

Kdpre-tax = is the pre-tax rate of return on debt capital 

t = is the corporate tax rate 

 

Where actual interest rates are not known (for example where the interest rate 

fluctuates), the lender’s estimate of interest rates for the forthcoming tariff period 

must be used.10 At the end of the tariff period, the actual interest rates achieved 

must be compared with the estimated interest rates used in the tariff application 

and any adjustment necessary must be made in the Allowable Revenue in the 

subsequent year of the tariff period (i.e. the clawback/giveback adjustment to be 

calculated using the audited financials and regulatory reports).  

 

Where the licensee has business activities that are not regulated by the Energy 

Regulator and the licensee raises corporate debt, the actual cost of debt 

                                                      

10 Tariff applicants must provide the estimates made by their lenders in writing. 
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charged to the regulated activities must fairly reflect the risks of those regulated 

activities as prescribed in the RRM and approved by the Energy Regulator in 

the Cost Allocation Manual. 

 

The cost of debt is based on the pre-tax rate of return on debt capital. Pre-tax 

cost of debt is rated before deducting the South African corporate tax. 

 

Gearing 

 

When calculating the cost of capital, regulators make assumptions on the 

gearing level of the regulated companies. Typically, an assumption is made 

based on an ‘optimal’ level of gearing that an efficient company would be 

expected or deemed to have, rather than on the actual level of gearing of the 

licensee.  

 

The Energy Regulator will use actual gearing ratios as submitted by the 

applicant, subject to motivation of its reasonableness. Infrastructure finance 

experience suggests however that at least 30% debt is a reasonable minimum 

gearing. NERSA will continue using the 30% minimum gearing requirement to 

ensure optimal gearing levels of regulated entities. 

 

Premia included in the WACC formula 

 

A number of different premia could be included in the WACC formula to adjust 

the return to account for additional risks over and above that already factored 

into the Beta and MRP. The Energy Regulator will only consider allowing premia 

to be included in the WACC if the costs associated with the additional risk are 

not catered for elsewhere in the Allowable Revenue formula. The following 

principles will be applied by NERSA in determining whether to allow a premium 

to be added to the WACC: 

 A small stock premium is an adjustment to the CAPM to account for the 

other risks associated with small companies that the model does not 

address. Some of the risks that have been cited in the literature include the 

often-concentrated ownership of small companies, which may imply that 

investors are not well-diversified; asymmetries of information between 

small companies and potential investors results in these companies being 

more difficult to value and hence may be perceived as riskier; small 

companies may not have access to significant resources to endure 

external economic shocks and shares issued by small companies tend to 

be more illiquid than shares issued by large companies (due to higher 
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transaction costs). Generally, regulators that have awarded a premium 

have done so due to the relative illiquidity of capital in small companies 

compared to large ones. As these measures are largely subjective, 

NERSA’s approach for awarding a small stock premium will be based on 

the size of the licensee as explained below:  

 This premium is allowed for all companies that fall into the size bands for 

which small stock premiums are allowed by practitioners as noted in the 

latest available PwC Valuation Methodology Survey.11 The size of the 

company should be based on the total value of the assets for the regulated 

activity of the licensee (covering all countries in which the regulated entity 

has assets relating to the regulated activity). For trading companies the 

Energy Regulator may consider the level of turnover as a benchmark for 

size. The awarded premium should be the average used by practitioners 

surveyed in the PwC survey for the particular company size band 

applicable to a particular licensee. The small stock premium should be 

added to the cost of equity component of the post-tax WACC calculated 

based on the approach outlined above.  

 A liquidity or marketability adjustment is generally applied to an equity 

valuation in which a firm's value is discounted to reflect a risk associated 

with illiquidity of the firm’s assets. The Energy Regulator will not permit a 

liquidity premium to be added to the cost of equity portion of the WACC for 

any licensee whether a small stock premium is applicable or not. Given the 

relationship between a liquidity risk premium and the small stock premium, 

awarding both a small stock premium and liquidity premium would result in 

double counting in correcting for illiquidity. 

 

Adjusting the WACC for assets located in another country 

 

Where a portion of the Regulatory Asset Base is located in another country and 

where that country has a country risk rating that is different from South Africa’s 

country risk rating, then the WACC may be adjusted to take into account the 

difference between these two countries’ risk ratings if the costs associated with 

that risk are not catered for elsewhere in the Allowable Revenue formula. The 

adjusted WACC will apply to that portion of the Regulatory Asset exposed to 

that risk. The WACC may be adjusted by adding the Country Risk Premia to the 

Cost of Equity to account for this additional risk.  

 

 

                                                      

11 As at the date of publication of this document, the latest available survey is for 2016/2017. 
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4.8 Financial Indicators  

 

Financial indicators used in a tariff methodology may include inter alia the 

interest cover ratio and the internal rate of return (discount/hurdle rate). 

 

Interest cover ratio 

 

The interest cover ratio is estimated by dividing the earnings before interest and 

taxes by the interest expense. i.e.  

 

Interest Cover Ratio = EBIT/Interest Expense 

 

EBIT stands for Earnings Before Interest and Tax and the Interest 

Expense is the total cost of borrowing in a given tariff period as determined 

by applying the annual percentage rate on the qualifying debt. 

 

Internal rate of return  

 

Internal rate of return (IRR) is a rate of return (discount rate) on an investment 

(project) that will give a net present value of zero. The IRR for a project will be 

selected at a value that meets a set target cost of capital (known as the hurdle 

rate). The hurdle rate is therefore an investor’s set minimum acceptable 

required rate of return for making an investment. 

4.9 Correction Factor or Clawback/Giveback 

 

Under incentive regulation, the following applies: 

 

 K= correction factor. This is a factor to adjust for variations between 

estimated and actual values of variables, such as the demand forecast. 

 

Under Hybrid regulation the following applies: 

 

 Pre-determined earnings-sharing formula. The licensee can propose an 

appropriate earnings-sharing formula to the Energy Regulator. For 

example, using a rate of return formula with an explicit earnings sharing 

requirement via which any additional earnings are divided between the 

licensee and customers. 

 

Under Profit sharing/Sliding Scale the following applies: 
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 Cost of capital trigger mechanism. This is a mechanism by which 

allowable revenues or tariffs are adjusted to account for changes in the 

cost of capital. There will be some type of revenue or earnings sharing 

component, whereby customers and the licensee share the excess of 

actual revenues over allowable revenues. 

 

Under Discounted Cash Flow the following applies: 

 

 Financial indicators triggers. This involves a mechanism by which 

allowable revenues or tariffs are adjusted to account for the variance from 

a target range of the hurdle rate or specific financial indicator.  

 

Clawback/Giveback principles 

 

The main purpose of applying a clawback/giveback adjustment is to ensure that 

the licensees do not gain or lose out from differences emanating from the 

forecasts and assumptions used at the time of submitting the tariff application 

and the actual values achieved as contained in and proven by the audited 

financial statements and regulatory reports. When an over-recovery has 

occurred due to estimation errors, a commensurate downward adjustment will 

be made to the allowable revenue of the first tariff period following the 

submission of audited financial statements (a ‘clawback/giveback’); when an 

under-recovery has occurred, a commensurate upward adjustment will be made 

to the first year’s allowable revenue subsequent to the submission of audited 

financials. 

 

Any differences between the reason for decision (RfD) values and actual values 

must be recorded in the regulatory deferral accounts as provided for in the 

Regulatory Reporting Manual.  

 

Only the audited financial statements and regulatory reports shall be used to 

determine clawback or giveback calculations. 

 

The following principles will be applied by NERSA in determining the 

clawback/giveback required. These principles are applicable to all 

methodologies, where appropriate: 

 For all tariff applications, whether for single- or multi-year tariffs, the 

over/under recovery shall be given/clawed back in the financial year 

directly following the submission of the audited financial reports (in 
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practical terms, this is a one-year lag, as the clawback/giveback from year 

1 will be applied to the allowable revenues of year 3). 

 In order to compensate for the time value of money, the 

clawback/giveback will be corrected for inflation. In practical terms, the 

under- or over-recovery from year 1 will be adjusted for the estimated CPI 

of year 2, and added to the allowable revenue of year 3. For example, if 

the under-recovery is 100 in year 1, and inflation is determined to be 5% in 

year 2, the allowable revenue of year 3 will be increased by 105. Note that 

this will be applied in the same fashion for over-recoveries. In order to 

encourage accurate estimates, the inflation adjustment is calculated over 

one tariff period only, and not further inflated for inflation that occurs in 

year 3. 

 The clawback/giveback will be implemented in full in the subsequent year 

of the tariff period, unless extraordinary circumstances, such as an 

exogenous economic shock or force majeure events occur, in which case 

the Energy Regulator may decide to spread the tariff adjustment over 

several years. 

 Non-submission of the audited financial reports within six months of the 

finalisation thereof will result in a forfeit of an upwards tariff adjustment, 

where warranted. 

 For multi-year tariff applications, the actual data will replace the assumed 

variables. 

 Should the Energy Regulator apply a multi-year clawback/giveback 

spread, this will be corrected for inflation. The text above applies mutatis 

mutandis for multi-year clawbacks/givebacks. 

 A clawback/giveback will only be permitted on the following assumptions: 

o Volumes: Variances between the forecast and actual sales volumes 

shall be assessed and analysed to determine the cause of the 

variance. The Energy Regulator will use the audited regulatory 

financial reports as the source for the actual volumes. 

o Regulated Asset Base: The Energy Regulator will use the audited 

financial statements and regulatory financial reports to assess the 

capital expenditure variances. The Energy Regulator will further 

assess whether the capital expenditure was prudently incurred. 

o Operating & Maintenance Expenses: Any differences in the operating 

and maintenance expenses emanating between the assumptions 

used at the time of submitting the tariff application and the actual 

values contained in the audited financial statements and regulatory 

reports will be included as part of the clawback/giveback. Only 

efficient and prudently incurred costs will be included in the 
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clawback/giveback. The Energy Regulator will be guided in its 

assessment of whether costs were prudently incurred by the 

principles outlined in the section of these guidelines relating to 

operating and maintenance expenses.12 

o Return on Capital: The return on capital is made up of a return on 

debt and a return on equity. The latter is based on the WACC and 

CAPM. The Energy Regulator will permit a clawback/giveback based 

on the difference in the cost of debt, which will be based on the 

values contained in the audited financial statements and regulatory 

reports. A clawback/giveback on the return on equity will not be 

permitted as the return on equity is based on historical values, not 

predicted values.  

o Calculation errors: The Energy Regulator will not permit a 

clawback/giveback on calculation errors regarding the cost of equity 

made by the licensee in its tariff application. 

 The actual adjustment (whether clawback or giveback) will be determined 

by the Energy Regulator, taking the net result of all relevant variable 

adjustments into account.  

 In order to provide regulatory certainty and predictability, NERSA will apply 

a rules-based system, utilising its discretion where appropriate and based 

on reasons, facts and evidence, to determine each case on its merits. 

 

4.10 Cost of Service for initial P0/R0 

 

The components of Cost of Service for the initial price and revenue (P0/R0) are 

the same as those listed under the rate of return methodology as defined in 

Section 3.2 above. 

 

4.11 The determination of tariffs for liquefied natural gas terminals and related 

facilities 

 

Currently, NERSA’s mandate does not extend to the ‘monitoring and approval’ 

of regasification tariffs. In order to provide certainty and predictability to potential 

investors in Liquefied Natural Gas (LNG) terminals and related facilities and 

support the South African Government's proposed Gas-to-Power programme, 

NERSA provides the following guidance on the methodology for a licensee to 

determine reasonable and equitable tariffs for LNG terminals and related 

facilities. Applicants for the construction or operation of regasification facilities 

                                                      

12 In determining whether the expense was prudently incurred, the Energy Regulator will be guided by the definition and 

principles discussed in the section on operating and maintenance costs. 
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will be expected to provide their financial model in the context of the 

requirements to demonstrate the viability of the proposed facility, which should 

contain the projected regasification tariffs.   

 

NERSA’s approach will be guided by the following principles: 

 licensees should be able to recover all efficient and prudently incurred 

investment and operational costs, and make a profit commensurate with 

risk; and 

 tariffs for services should be cost reflective and non-discriminatory, except 

for objectively justifiable and identifiable differences. 

 

Licensees can use any of the five approved tariff methodology approaches 

outlined in the guidelines to calculate the tariffs for the LNG terminals and 

related facilities. The guidance regarding the calculation of the components of 

allowable revenue can also be used by licensees to determine tariffs for LNG 

facilities and services. The formula to be used for calculating the allowable 

revenue for the LNG activities is: 

 

AR = (RAB x WACC) + E + T + D ± C  

 

The elements will have the same definitions as defined above. 

 

4.12 The determination of tariffs for distribution  

 

Currently, NERSA’s mandate does not extend to the ‘monitoring and approval’ 

of distribution tariffs. In order to provide certainty and predictability to the gas 

industry and in anticipation of amendment to be made to the Gas Act when 

providing the necessary mandate. NERSA provides the following guidance on 

the methodology to determine tariffs for distribution.  

 

NERSA’s approach will be guided by the following principles: 

 licensees should be able to recover all efficient and prudently incurred 

investment and operational costs, and make a profit commensurate with 

risk; and 

 tariffs for services should be cost reflective and non-discriminatory, except 

for objectively justifiable and identifiable differences. 

 

Licensees can use any of the five approved tariff methodology approaches 

outlined in the guidelines to calculate the tariffs for the distribution. The 

guidance regarding the calculation of the components of allowable revenue can 
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also be used by licensees to determine distribution tariffs. The formula to be 

used for calculating the allowable revenue for distribution is: 

 

AR = (RAB x WACC) + E + T + D ± C  

 

The elements will have the same definitions as defined above. 

 

4.13 The determination of tariffs for Compressed Natural Gas 

 

Currently, NERSA regulates the storage and transportation of Compressed 

Natural Gas as ‘mobile’ storage. The Gas Act clearly states that Compressed 

Natural Gas falls under the definition of ‘gas’ and, as long as the process 

involves a gas pipeline in the value chain, it is considered ‘piped-gas’ and 

therefore its tariffs and maximum prices are regulated by NERSA. It is noted 

that Compressed Natural Gas that originates from a landfill or other facility that 

does not involve a pipeline is currently not considered piped-gas. 

 

For compressed natural gas facilities licensed as mobile storage, NERSA’s 

approach to the assessment of tariffs will be guided by the following principles: 

 licensees should be able to recover all efficient and prudently incurred 

investment and operational costs, and make a profit commensurate with 

risk; and 

 tariffs and trading margins for services should be cost reflective and non-

discriminatory except for objectively justifiable and identifiable differences. 

 

Licensees can use any of the five approved tariff methodology approaches 

outlined in the guidelines to calculate the tariffs for Compressed Natural Gas 

facilities. The guidance regarding the calculation of the components of allowable 

revenue can also be used by licensees to determine tariffs for compressed 

natural gas facilities and services. Alternatively, the assets and costs of the 

Compressed Natural Gas facilities can be included in the trading margin as 

assets and operational costs, this approach will be allowed on application and 

on a case by case basis.  

 

The formula to be used for calculating the allowable revenue for the 

activities is: 

 

AR = (RAB x WACC) + E + T + D ± C  

 

The elements will have the same definitions as defined above. 
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5 Assessment of Tariffs 

 

5.1 Introduction 

 

In this section, the process that will be followed by NERSA to monitor and 

approve proposed tariffs is described.  
 

5.2 Approach of testing tariff proposals  

 

NERSA may choose to use any reasonable comparator to the tariff applied for 

by the applicant. In principle, the methodology used by the licensee will be used 

to ensure a comparison of like with like and to achieve consistent and objective 

decision-making. In addition, NERSA may use additional information; alternative 

methodologies; or rely on expert views.  

 

Further, the Energy Regulator intends to specify the preferred sources of 

information that may be used for tariff calculation input variables. The published 

sources of information will include the following:  

 Historical equity/stock returns for determining Market Risk Premium; 

 Historical RSA government bonds returns; 

 Risk-free rate (Rf) expectations; 

 Tax rate; 

 Beta benchmarks of proxy companies including adjustments thereof; 

 Historical Consumer Price Index and Producer Price Index data; and  

 Consumer Price Index and Producer Price Index expectations. 

 

The intended publishing of sources of data is aimed at addressing the need for 

clearly defined input factors and stakeholders’ requests that each input element 

be reviewed and approved on a regular basis.  

 

In addition, an applicant retains the option to use data from a source different 

from the list of preferred sources for input variables, in other words, the 

preferred sources are not an exclusive and exhaustive list. However, before 

using such data, it must be approved by the Energy Regulator after the due 

process is followed.  

 

Moreover, an applicant or licensee may submit an application for an amendment 

of these guidelines should a strong preference for an alternative methodology 

occur. In the event of such application, the Energy Regulator will consider the 

request to include an additional methodology after thedue process is followed.  
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The above implies that the Energy Regulator will request licensees to submit 

tariff applications based on their preferred methodologies using the Energy 

Regulator’s published preferred sources of information. The Energy Regulator 

will perform the comparison test on each tariff application and may request a 

licensee to provide evidence of the calculation of specific elements in the tariff 

application. 

 

Any deviation from the tariff calculated by the Energy Regulator will be dealt 

with on a case-by-case basis. The Energy Regulator is not able to set a 

‘maximum deviation allowed’ as requested by stakeholders as this would 

constitute prejudging of individual cases and would encourage speculative 

applications. 

 

The following objectives will be followed in testing tariff proposals:  

 promote the efficient, effective, sustainable and orderly development and 

operation of gas transmission and storage facilities; 

 promote the provision of efficient, effective and sustainable transmission 

and storage services;  

 facilitate investment in gas transmission and storage; 

 ensure the safe, efficient, economic and environmentally responsible 

transmission and storage of gas; 

 ensure that gas transmission and storage services are provided on an 

equitable basis and that the interests and needs of all parties concerned 

are taken into consideration; 

 promote the development of competitive markets for gas and gas services; 

 facilitate gas trade between the Republic and other countries; and 

 promote access to gas in an affordable and safe manner. 

 

In practice, this requires a delicate balance to be struck between facilitating 

investment and the requirement that ‘the interests and needs of all parties 

concerned are taken into consideration’. The desired outcome should be one 

that results in tariffs that are sufficiently high to promote access to gas in an 

affordable manner as well as to promote investment while not preventing the 

development of gas markets.  

 

5.3 Regulatory financial reporting and data requirements for regulation 
 

To effectively monitor and approve tariffs on individual pipelines and storage 

activities or facilities will require licensees to develop financial and operating 

data for both the business plan (prospective) and regulatory returns 
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(retrospective submissions) for each gas transmission and storage facility. This 

approach is described as accounting separation for regulatory reporting 

purposes and will be a key requirement for implementing a monitoring 

methodology for gas transmission and storage. 

 

For this purpose, NERSA has developed the Regulatory Reporting Manuals. 

The Manuals prescribe the format in which financial data, facilitated by a cost 

allocation manual, must be submitted to the Energy Regulator. Key aspects of 

appropriate accounting separations are: 

 that only the costs related to the specific activity are attributed to that 

activity; and 

 that vertically integrated businesses must be managed separately with 

separate accounts and data, with no cross-subsidisation between 

activities/facilities. 

 

The regulatory reporting data and projections are required by NERSA for tariff 

monitoring purposes regardless of which tariff methodology or which tariff 

structure is adopted by licensees. 

 

5.4 Indexation of the tariffs 

 

Tariffs must be adjusted or indexed on an annual basis only, unless there are 

compelling circumstances that must be approved by the Energy Regulator. 



Guidelines for Monitoring and Approving Piped-Gas Transmission and Storage Tariffs – Final 

 - 54 - 

6 Common Approaches to Tariff Structuring 

 

6.1 Introduction 

 

This section of the tariff methodology is not intended to be prescriptive, but aims 

to provide an overview of typical approaches to tariff structuring. Licensees are 

able to choose the tariff structure most appropriate to their particular 

circumstances, within the confines of the tariff principles outlined in section 2. 

 

Below are the common approaches to tariff structuring. In particular, these 

concentrate on the geographic dimension of the tariff structure, namely: 

 full-distance pricing; 

 entry/exit pricing; and 

 postal pricing. 

 

6.2 Geographic dimension of tariff structure 

 

6.2.1 Full-distance pricing 

 

Full-distance-related pricing is the calculation of tariffs (for both capacity 

and volume) for individual pairs of entry and off-take points. The tariffs 

will reflect the distance between the off-take point and the point where 

gas was delivered into the pipeline system (the entry point). It will be 

necessary to calculate a tariff for each entry and off-take point, based 

on the distance between the off-take point and each entry point.   

 

Where the configuration of the pipeline system is complex (i.e. there are 

many interconnections) and there is a large number of off-take points, 

full distance pricing may be complicated to develop and impracticable to 

administer and maintain. 

 

6.2.2  Entry/exit pricing 

 

Entry/exit pricing is a simplified approximation of full-distance pricing. 

Off-take points are grouped according to their location – the Exit Zone. 

Tariffs (both capacity and volume) are set for each Exit Zone. The tariff 

for the off-take point is then determined according to the Exit Zone in 

which it is located. 
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In addition, tariffs will be set for the transmission of gas from the point at 

which it is delivered into the system – the Entry Point – to the Exit Point.  

The Entry Point may be an import terminal, processing or storage facility 

or regasification plant.   

 

The high-pressure system may be divided into regions, with staging 

posts along its length. The customer will be charged the tariff applicable 

for each leg of the pipeline system through which gas is transported. A 

variant of this tariff structure is the use of a nodal system, where 

congestion at certain points in the system can be priced accordingly. 

 

6.2.3  Postal pricing 

 

Postal pricing is a system in which each off-take point in a particular 

region is charged a flat rate, irrespective of its capacity, the distance gas 

is transported or any other characteristics, similar to a postage stamp 

system. 

 

Postal pricing has the advantage of simplicity, although it may be less 

suitable for a regulated environment, as it does not fully reflect costs 

associated with gas transportation over specific distances. 

 

6.3 Approach to calculating the level of cost based tariffs 

 

Gas pipelines can, within certain geographical limits, be considered as natural 

monopolies. In the absence of competition, the objective of regulation is to 

ensure that tariffs will be closely related to the costs of providing gas storage or 

transmission services. The first step, therefore, in approving tariffs, is to define 

the costs that are to be recovered through tariffs. 

 

The approach preferred by the Energy Regulator for calculating the level of 

cost-based tariffs is the average accounting cost (also known as fully allocated 

cost) approach. The fully allocated cost approach is prescribed in the 

Regulatory Reporting Manuals. 

 

 

 

6.3.1 Average accounting cost (or Fully Distributed Cost) 

 

Definition 



Guidelines for Monitoring and Approving Piped-Gas Transmission and Storage Tariffs – Final 

 - 56 - 

 

The average accounting cost (AAC) method is based on the allocation 

of total costs of operating the system to different storage or transmission 

services and then expressing these as an average unit cost. This 

approach is also known as ‘fully distributed cost’. 

 

For each service, the allocated costs may be further segregated 

according to the cost drivers. The cost drivers will include fixed and 

distance-related elements: 

 distance (or geographic zone); 

 seasonality; 

 load factor (i.e. the ratio of average daily demand to peak day 

demand);  and  

 volume. 

 

Average tariffs may then be calculated for each service and cost 

segment. 

 

Issues for developing AAC tariffs 

 

The development of tariffs on this basis requires a detailed 

understanding of the costs associated with each service.   

 

Unbundling of accounting information is required to support this 

approach.  The number of services identified depends on the degree of 

unbundling that is adopted.   

 

It is generally accepted that the higher the number of services to which 

costs are allocated (and hence the higher the degree of unbundling) the 

more correct the economic signals given by the tariffs.  

 

Section 21(1)(c) of the Gas Act provides that the gas transmission, 

storage, distribution, trading, liquefaction and re-gasification, activities of 

vertically integrated companies must be managed separately with 

separate accounts and data and with no cross-subsidisation. Hence  
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________________________________________________________________ 

REASONS FOR DECISION 

 
1. APPLICABLE LAW 

 

The National Energy Regulator of South Africa (NERSA) derives its mandate to 

regulate maximum prices and tariffs of piped-gas from the National Energy 

Regulator Act, 2004 (Act No. 40 of 2004) (‘the National Energy Regulator Act’), 

read with the Gas Act, 2001 (Act No. 48 of 2001) (‘the Gas Act’). 

 

2. BACKGROUND 
 

2.1 In terms of section 4(g) of the Gas Act, the Energy Regulator must, as 

appropriate, in accordance with this Act regulate prices in terms of section 

21(1)(p) in the prescribed manner.  

 

2.2 Section 21(1) (p) of the Gas Act prescribes that the Energy Regulator may 

impose licence conditions within the following framework of requirements 

and limitations: ‘maximum prices for distributors, reticulators and all 

classes of consumers must be approved by the Gas Regulator where there 

is inadequate competition as contemplated in chapters 2 and 3 of the 

Competition Act, 1998 (Act No. 89 of 1998)’. 

 
2.3 The essence of section 4(g), therefore, is that when the licensee holds a 

licence that contains a condition in terms of section 21(1)(p), then such 

licensee’s maximum prices must be approved by the Energy Regulator in 

the prescribed manner where there is inadequate competition. 

 

2.4 In line with the legislative requirements, NERSA developed a methodology 

for approving/regulating maximum prices for gas in the piped-gas industry 

in October 2011. This is the Reasons for Decision for reviewing the 

methodology.  

 

2.5 Regulating maximum prices and using this methodology is contingent on 

NERSA determining that ‘there is inadequate competition as contemplated 

in chapters 2 and 3 of the Competition Act, 1998 (Act No. 89 of 1998)’.  
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2.6 The determination of inadequate competition was approved by the Energy 

Regulator on 27 March 2019 (The 2019 determination of inadequacy of 

competition) and is available on the NERSA website at www.nersa.org.za.  

 

a. Market Analysis – Determination of Inadequate Competition in 

the Relevant Piped-Gas Markets 
 

2.7 NERSA conducted an assessment to establish the adequacy of 

competition in the relevant piped-gas markets before embarking on the 

current process to review the Maximum Pricing Methodology for Piped-

Gas.   

 

2.8 The assessment reached the following conclusions regarding the definition 

of the relevant markets in the South African piped-gas industry: 

 

2.8.1 Piped-gas was defined to be in a separate relevant product market to 

other energy sources such as coal, diesel, electricity, heavy fuel oil 

and liquefied petroleum gas. 

2.8.2 Separate markets were defined for the transmission, distribution and 

the trading of the gas molecule.  

2.8.3 The market for trading of piped-gas was further delineated into a 

national market for the trading of piped-gas to traders1 and a market 

for the trading of piped-gas to end-user customers2. 

2.8.4 The further delineation of the market for trading of piped-gas to end-

user customers was also considered. Although the markets for 

trading to industrial and vehicular customers were analysed, separate 

markets for these two types of customers were not definitively 

defined.3 

 

                                                           

1 The scope of the geographic market for the trading of piped-gas to traders were found to be national. 

2 A national market for the trading of piped-gas to industrial customers or separate markets for the trading of 
piped-gas to industrial customers in the Gauteng/Mpumalanga/Free State region and the KwaZulu-Natal 
region could be defined. 

3 A market for the trading of piped-gas to vehicular customers in the Greater Tshwane, Johannesburg and 

Benoni areas was assessed, however, the scope of the market was left open.  

http://www.nersa.org.za/
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2.9 The outcome of the assessment was that the South African piped-gas 

industry continues to be dominated by Sasol Gas, which has a vertically 

integrated monopoly or near monopoly position throughout the gas supply 

chain.  In this regard, it was found that Sasol Gas still maintains a monopoly 

position in respect of gas infrastructure through its ownership and operation 

of gas transmission and distribution pipelines in South Africa.  In addition, 

it was found that Sasol Gas was the only upstream supplier of gas to third-

party traders.   

 

2.10 The assessment further revealed that the only level of the gas supply chain 

where Sasol Gas does not hold a monopoly position is at the trading level, 

where Sasol Gas and six other third-party traders are active.4  However, 

even with this number of traders active in the market, Sasol Gas has still 

maintained an irrefutably dominant position at the trading level of the gas 

supply chain.  

 

2.11 Sasol Gas’ persistent and irrefutable dominance at the trading level of the 

gas supply chain, and the slow pace at which third-party traders have been 

able to grow their share of sales to end-user customers, point towards the 

existence of barriers that hinder the meaningful expansion of the 

operations of third-party traders. The assessment revealed that the most 

significant factor that hampers growth and competition in the gas industry 

is the lack of availability of new gas supplies, and the infrastructure required 

to enable such supplies (e.g. infrastructure required to import Liquefied 

Natural Gas [LNG]). This may be exacerbated by other factors, such as 

issues of access to infrastructure to transport new gas supplies to traders 

and end-user customers. 

 

2.12 In addition, customer countervailing power in the gas industry also remains 

limited, most obviously due to the lack of viable alternative sources of gas 

for customers to switch to, or threaten to switch to.  

 

2.13 Therefore, and on the basis of the above considerations, the outcome of 

NERSA’s assessment was that competition in the gas industry remains 

                                                           

4 These include: SLG/SL-CNG, VGN/NGV, NOVO, Egoli/Reatile Gas, Tetra4 and Evraz. 
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inadequate. On 27 March 2019, the Energy Regulator subsequently made 

a determination that there is inadequate competition in the relevant gas 

markets. The Energy Regulator’s reasons for decision document is 

available on the NERSA website at www.nersa.org.za. 

 

2.14 This meant that in terms of section 4(g) and section 21(1)(p) of the Gas 

Act, NERSA has a mandate to approve maximum prices for piped-gas.  

The purpose of such maximum prices would be to mitigate for the lack of 

sufficient competition within the relevant piped-gas markets by setting 

maximum prices that would serve to emulate prices that would persist in 

competitive markets. 

 

b. The Piped-Gas Regulations, April 2007 (GG No. 29792 of  

20 April 2007) 

 

2.15 The maximum price determination principles outlined in this methodology, 

are further informed by the Price Regulation and Procedures Principles 

prescribed in the Piped-Gas Regulations, promulgated in terms of the Gas 

Act, 2001 (Act No. 48 of 2001), Gazette No. 29792, 20 April 2007, (‘the 

Regulations’). The following are pertinent to this methodology: 

 

 Sub-regulation 4(3) prescribes that the Energy Regulator must, when 

approving the maximum price in accordance with section 21(1)(p) of 

the Act:  

 
a) be objective, i.e. based on a systematic methodology applicable 

on a consistent and comparable basis; 

b) be fair; 

c) be non-discriminatory; 

d) be transparent; 

e) be predictable; and 

f) include efficiency incentives. 

 

 Sub-regulation 4(4) prescribes that the maximum prices referred to in 

sub-regulation 4(3) must enable the licensee to: 

a) recover all efficient and prudently incurred investment and 

operation costs; and 

http://www.nersa.org.za/
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b) make a profit commensurate with risk. 

 

 Sub-regulation 4(6) requires that when gas is sold, the accompanying 

invoice must itemise the constituent elements of the total price 

reflected on the invoice, including at least the cost of gas, and transport 

tariffs and any other charges. 

 

 Sub-regulation 4(7) states that licensees must provide the Gas 

Regulator with sufficient information, as required by the Gas Regulator 

for it to determine maximum prices. 

 

 Sub-regulation 4(13), provides that when ownership of gas changes, 

the price of gas in the new owner’s hands refers to the price of gas 

from the seller plus any tariffs charged by that seller. 

 

2.16 These legislative aspects, as prescribed by the Gas Act and the 

Regulations, are key to defining the scope and nature of the maximum 

pricing methodology of piped-gas developed by NERSA. 

  

c. Determining the Trading Cost 

 

2.17 The maximum price contemplated in the abovementioned Gas Act 

provisions comprises of both the gas price and the trading cost so as to 

avoid leaving traders with only an approved – 

 

2.17.1 underlying gas price without a trading cost since this would have 

the undesired effect of expecting such licensees to either trade 

without recovering trading costs or of encouraging their non-

compliance by trading without a trading cost portion approved by 

NERSA through a transparent process; or 

 

2.17.2 trading cost without a valid underlying price for their gas molecule 

as this would mean they have no gas price to add that trading 

cost onto.   
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2.18 The Maximum Pricing Methodology requires a trader to provide its costs to 

the Energy Regulator. When it is applying for a maximum price, the trader 

is expected to provide its acquisition cost of gas and to separately show 

the costs incurred to trade the gas molecule. The format is shown below. 

 

Costs of the gas molecule   

Component R/GJ 

Cost of gas molecule xx 

Trading cost per gigajoule xx 

Total costs of the trader xx 

 

2.19 The trading cost per gigajoule is essentially the calculation of costs of 

providing a trading service. The determination of such trading costs is 

referenced to the Tariff Guidelines. Determining the trading part separately 

from the molecule cost would enable this service cost that is similar to 

transportation or storage to be determined using the same approach. This 

will ensure that there is consistency in the decisions taken by the Energy 

Regulator.   

 

2.20 The determination of an appropriate margin that will be added to these 

costs is discussed in this document. 

  

3. REASONS FOR THE REVIEW AND LEGAL MANDATE 
 

3.1 The current Maximum Prices Methodology that was approved in  

October 2011 contains a clause that provides for its review after five years 

of implementation. However, the special dispensation given to Sasol Gas 

that allowed customers to be charged according to the Market Value 

Pricing (MVP) principles only came to an end in March 2014. As such, the 

Methodology only became applicable to Sasol Gas effective from  

March 2014. Five years lapsed in 2019, hence NERSA commenced the 

process of reviewing the methodology. 

 

3.2 During the five years to March 2019 when the methodology was being 

implemented, NERSA received various comments and feedback from 

stakeholders, particularly on the option that uses a basket of prices of 
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certain energy indicators (basket of alternatives). Such feedback included 

the criticism of using electricity prices in the price formula while such prices 

are not competitive. It was further emphasised that the drivers of prices of 

alternative energy sources is not the same driver for the price of natural 

gas, and when compared with other markets, may lead to natural gas 

pricing that is not in sync with the global market, among several other 

issues that were raised.  

 

3.3 Another consideration was that gas users formed a group, called the 

Industrial Gas Users Association of South Africa (IGUA SA), and took 

NERSA to court over its decision to approve the Sasol Gas’ maximum 

prices using the basket of alternatives approach. The matter was ultimately 

decided at the Constitutional Court and the NERSA decision of 2013 to 

approve Sasol Gas maximum prices was deemed to be irrational, primarily 

on the basis that NERSA did not take into account Sasol’s marginal costs. 

The Constitutional Court decision provided additional insights that ought to 

be considered when approving maximum prices. 

 

3.4 Thus, NERSA conducted a desktop research to identify the various ways 

of pricing natural gas that are being used around the world. NERSA also 

conducted an assessment of the adequacy of competition in the market. 

 

3.5 Subsequently, NERSA developed and published a consultation document 

on the review of the Maximum Price Methodology in November 2019. 

Stakeholders were engaged through workshops and media invitations to 

comment on the proposals contained in the consultation document. 

 

3.6 The role and mandate of NERSA in approving maximum prices was one of 

the topical issues on which stakeholders commented. 

a. The Role of NERSA in Approving Maximum Prices 

 

3.7 In regulating maximum gas prices: 

 NERSA will review maximum prices prepared by licensees or 

applicants; 

 NERSA may request licensees or applicants to amend maximum 

prices;  
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 NERSA may approve or decide not to approve maximum prices; and 

 NERSA may eventually determine a maximum price for an applicant 

that is not able/unwilling to alter its maximum price application.  

 

3.8 The process of a maximum price application is envisaged to be as follows: 

3.8.1 Applicants must submit their applications for a maximum price 

based on a systematic methodology approved  by the Energy 

Regulator. 

  

3.8.2 To ensure consistency of applications and predictability of 

analysis of the applications, NERSA will specify the following: 

a) Preferred sources of information that must be used for the 

price as input variables for price calculations  

b) Criteria for price adjustment factors 

c) Methodology to determine the trading cost. 

 

3.8.3 Applicants must submit an application for maximum piped-gas 

price approval (a price application) to NERSA.  

 

3.8.4 Applicants must provide information regarding the assumptions 

made in the price calculation, as well as the detailed calculation 

of the maximum price(s) applied for. 

 

3.8.5 The application must: 

 be provided on an annual basis, although applicants are 

allowed to apply for approval of price for a longer (i.e. multi-

year) or shorter (e.g. quarterly) period; and  

 indicate the frequency of price adjustment to be approved 

by the Energy Regulator. 

 

3.9 In the event of an applicant that is unwilling or unable to reconfigure its 

application to enable NERSA to approve the application, NERSA may 

proceed to set or determine the maximum price that it considers 

appropriate for such a licensee. 
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3.10 NERSA will periodically conduct reviews of approved prices to assess the 

impact of the prices on the piped-gas industry, and ensure compliance with 

the requirements of the Act and the Regulations. 

 

Stakeholder comments on the role of NERSA in approving prices 

 

3.11 Stakeholders, particularly NERSA licensees, submitted that the regulator 

must regulate prices in terms of section 21(1)(p) of the Gas Act that states 

that maximum prices must be approved by the regulator where there is 

inadequate competition. The term ‘regulate’ in section 4(g) is qualified by 

section 21(1) (p) of the Gas Act. According to some stakeholders, NERSA 

does not have powers to set maximum prices and any attempt to do so 

would be ultra vires. 

 

3.12 On the other hand, IGUA SA indicated that NERSA is expected to 

determine a price that allows Sasol Gas to make a fair and reasonable 

return as long as there is compliance with the requirements of section 4(g), 

read with section 21(1)(p), of the Gas Act and the relevant regulations. The 

users referred to regulation 4(3) and 4(4) and argued that the maximum 

price must have two components, namely production costs and a 

reasonable return, which is added based on the risk of the trader. 

 

3.13 The users emphasised that the statutory provisions must be followed when 

NERSA discharges its duties. The following are the steps that NERSA is 

expected to follow: 

 

a. Firstly identify the various markets. 

b. Establish whether there is inadequate competition in each of the 

identified markets. 

c. A separate parallel process of determining a maximum price must then 

occur for each of the identified markets. 

 

3.14 The users emphasised that each separate market identified requires an 

entirely distinct process of maximum price determination. 
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NERSA assessment on its role in approving maximum prices 

 

3.15 NERSA understands that section 4(g) of the Gas Act empowers it to 

‘regulate prices in terms of section 21(1)(p) in the prescribed manner’. In 

turn, section 21(1)(p), read with most parts of regulation 4 of the Piped Gas 

Regulations, references the gas price regulation powers bestowed upon 

NERSA by section 4(g) to the maximum price approval mechanism.5  

 

3.16 NERSA acknowledges that both section 21(1)(p) and most parts of 

regulation 4 seem to raise rather than answer the question of whether 

‘approval’ of maximum prices includes ‘setting/determining’ maximum 

prices.  

 

3.17 Despite this acknowledgment, NERSA understands the significance of the 

qualification ‘regulate prices in terms of section 21(1)(p)’ to be no more 

than an emphasis that NERSA is not enjoined to fix the actual charge for 

the gas molecule. Instead, NERSA only has power to rule on permissible 

maximum levels beyond which licensees may not impose actual prices on 

their customers; and this regulatory power is only triggered when there is 

inadequate competition in the market so as to mimic the competition that 

would otherwise have been. On this ground, therefore, NERSA does not 

agree that the expression ‘in terms of section 21(1)(p)’ in section 4(g) was 

intended to limit the wide meaning of the word ‘regulate’ in that section.  

 

3.18 In support of the above view, NERSA relies on the aid of well-established 

rules of legal interpretation as derived from some most renowned judicial 

approaches to the interpretation of legal documents, including statutory 

interpretation.6 This recourse to legal interpretation rules leads NERSA to 

two fundamental considerations, which suggest that NERSA’s power to 

‘regulate’ prices of gas is not necessarily limited to the power to approve, 

                                                           

5 Regulation 4(7) of the Piped Gas Regulations refers to the determination of maximum prices, based on 

information that NERSA would have still required and obtained from licensees. 

6 See Natal Joint Municipal Pension Fund v Endumeni Municipality 2012 (4) SA 593 (SCA), paragraphs 

18-26; Kubyana v Standard Bank of South Africa Limited 2014 (3) SA 56 (CC), paragraph 78; Thomas v 

Minister of Defence and Military Veterans 2015 (1) SA 253 (SCA), paragraph 8; and Commissioner for 

South African Revenue Services v Bosch and Another 2015 (2) SA 174, paragraph 9.  
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but it also includes the power to set maximum prices. The first of these two 

fundamental considerations pertains listening closely to the controlling 

statutory objectives listed in section 2 of the Gas Act, and the second 

fundamental consideration is the ordinary meaning of the word ‘regulate’. 

 

3.19 Insofar as the first fundamental consideration goes – 

 

3.19.1 NERSA takes the view that section 2 of the Gas Act makes this law 

a remedial legislation, which was designed to, inter alia – 

a. promote the provision of efficient, effective and sustainable 

gas trading services as set out in section 2(a); and 

b. ensure that gas trading services are provided on an equitable 

basis and that the interests and needs of all parties 

concerned are taken into account as set out in section 2(e). 

 

3.19.2 That said, NERSA is cognisant of the emphasis made by the 

Constitutional Court, in the case of Sishen Iron Ore,7 on the 

important role played by the statutory objects of remedial 

legislations on the interpretation of such legislations.  

 

3.19.3 It is therefore partly on the basis of the above-mentioned remedial 

legislation approach of interpretation that NERSA remains 

persuaded that the price regulation power conferred to it by section 

4(g) of the Gas Act does extend to the setting of maximum prices, 

should the circumstances so dictate, if it is to ever find itself in a 

position to meaningfully promote the objects of the Gas Act listed in 

                                                           

7 Minister of Mineral Resources and Others v Sishen Iron Ore Co (Pty) Limited and Another 2014 (2) 

SA 603 (CC). At paragraphs 42 and 43, the Constitutional Court held the following – 

"Section 2 of the MPRDA lists nine objects...A few observations arise from the reading of s2. The 

first is that the transformation of the mining and petroleum industries could not be achieved without 

abolishing private ownership of mineral rights and vesting the resources in the nation as a whole, 

and giving the state a free hand in allocating rights to exploit those resources. If this were not 

done, any attempt to transform the industry would have failed. By placing the mineral wealth of 

the country in the hands of the state, parliament acted in accordance with an internationally 

accepted practice." 

See also paragraphs 83 to 89. 
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section 2(a) and (e). In this regard, NERSA cannot fathom how it 

could ever be able to attain the above-mentioned statutory objects 

of the Gas Act unless it is able to set the maximum prices of gas 

where necessary.  

 

3.19.4 It is also the considered view of NERSA that its approach on the 

wide meaning of the word ‘regulate’ in section 4(g) would help avoid 

undesirable situations whereby the piped-gas industry is left 

operating without a regulated price and the gas consumers are 

solely left at the mercy of licensees, after NERSA has decided not 

to approve their maximum price applications, as these would result 

in a regulatory uncertainty which could not have been intended by 

the lawmakers.  

 

3.19.5 Accordingly, NERSA takes the view that restricting the price 

regulation powers conferred to it to a reactive type of regulation 

instead of proactive regulation absurdly emphasises the word 

‘approve’ in section 21(1)(p) above the generality of the power to 

‘regulate’ in section 4(g).  

 

3.20 Insofar as the second fundamental consideration goes – 

 

3.20.1 NERSA is aware that the word ‘regulate’ has received attention of 

different courts,8 albeit in the context of other legislative provisions 

than the Gas Act, where these courts have all arrived at similar 

conclusions that ‘regulate’ means determining; taking control; 

governing; subjecting to guidance/restrictions; or adjusting 

something according to some standard/purpose.  

                                                           
8 In Rex v Beerman and Another 1947 (2) SA 1029 (C), paragraph 1030, the Court held that the ordinary 

meaning of the word “regulate” is “to control or govern”. In De Beers Industrial Diamond Division (Pty) 

Limited v Ishizuka 1980 (2) SA 191 (T), paragraph 196D-F, the Court held that “to regulate" means to 

“control, govern, or direct by rule or Regulations; to subject to guidance or restrictions; to adapt to 

circumstances or surroundings. To bring or reduce (a person or body of persons) to order. To correct by 

control. To adjust, in respect of time, quantity, etc., with reference to some standard or purpose ...”. In 

Philipson-Stow and Others v Inland Revenue Commissioner [1960] 3 ALL ER 814 (HL), the House of 

Lords held that the verb “regulating" includes “determining". 
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3.20.2 It is therefore also on this basis that NERSA is persuaded that the 

phrase ‘regulate prices’ in section 4(g) of the Gas Act carries a far 

wider and broader meaning than the word ‘approve’ used in section 

21(1)(p) and most parts of regulation 4; and that, in its ordinary 

meaning, it includes setting or determining prices.  

 

3.21 As to whether the wider meaning of the word ‘regulate’ must be restricted 

by the narrower meaning of the word ‘approved/approving/approve’, 

NERSA concludes that there are no compelling textual or contextual 

considerations in either section 4(g) alone or the entire Gas Act, which 

commend such restriction. This conclusion has been arrived at by having 

regard to the following considerations –  

 

3.21.1 Section 4(g) of the Gas Act, which is the enabling provision for gas 

price regulation purposes in South Africa, uses the word of wide 

import (i.e. regulate); while section 21(1)(p), which flows from 

section 4(g), uses the word of a narrow meaning (i.e. approve). 

 

3.21.2 If the word of a narrow meaning is strictly what was intended by the 

lawmakers, NERSA believes that there would have been textually 

no need for the Gas Act to use the word ‘regulate’ in section 4(g). 

Instead, it would have been sufficient for section 4(g) to simply 

provide that the power of NERSA is to approve maximum prices of 

piped-gas. 

 

3.21.3 Therefore, any interpretation of section 4(g), which equates the 

meaning of the word ‘regulate’ to that of the word ‘approve’ in 

section 21(1)(p), renders the use of the word ‘regulate’ in section 

4(g) nugatory. And this contradicts one of the fundamental rules of 

statutory construction that discourage a light presumption of 

surplusage (i.e. excessive or meaningless use of words) in statutory 

provisions.  
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3.21.4 Restricting the meaning of ‘regulate’ to ‘approve only’ would 

potentially yield an undesirable consequence of regulatory 

uncertainty, in the event that NERSA does not approve a maximum 

price application and a licensee is unwilling or unable to amend its 

application in line with the directions of NERSA. 

 

3.22 In view of all the above clarifications, NERSA is satisfied that the process 

it envisages to follow in executing its price regulation mandate, as outlined 

in paragraphs 3.7 to 3.9 above, falls precisely within the scope of section 

4(g), read with section 21(1)(p) of the Gas Act and regulation 4 of the Piped 

Gas Regulations. 

 

3.23 The adoption by NERSA of a stance that it will not set maximum prices for 

cooperative licensees, but will do so only for those that are unwilling or 

unable to reconfigure their original maximum price applications in order to 

enable NERSA to grant approvals when it considers them for the second 

time, should be assurance enough that it does not mean to execute its 

maximum price regulation mandate in an arbitrary manner.  

 

Steps followed by NERSA in discharging its maximum price regulation mandate  

 

3.24 According to the Determination of Inadequate Competition in the Piped-

Gas Industry made by NERSA on 27 March 2019, the finding was that no 

adequate competition exists yet in all relevant markets found within the 

piped-gas industry.  

 

3.25 As a result, NERSA considers that it would be premature at this point to 

engage in a lengthy discussion about whether there should be a separate 

parallel process of determining a maximum price for each identified market 

in response to comments received from some gas users. 
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4. DETERMINATION OF THE MAXIMUM PRICE 

 
The Maximum Price Formula 

 

4.1 The maximum price of piped-gas proposed by an applicant or licensee 

shall be reviewed for purposes of approval by the Energy Regulator based 

on the following formula: 

 

Max Price = 0.4 (HH) + 0.5 (TTF)  + 0.1 (NBP)  

 

where:   

Maximum Price of Gas =  Maximum price for gas energy 
(ZAR/GJ) 

 

Henry Hub (HH)  =  Twelve months simple average of the 
Henry Hub monthly prices with a 40% 
weight in the energy basket  

 

Transfer Title Facility (TTF)  = Twelve months simple average of the 
TTF monthly prices with a 50% weight 
in the energy basket 

 

National Balancing Point (NBP)  = Twelve months simple average of the 
NBP monthly prices with a 10% weight 
in the energy basket. 

 
4.2 The maximum price of gas energy does not include distribution tariffs, 

transmission tariffs, storage tariffs and levies. Once the maximum price of 

gas is arrived at, all other charges (tariffs and levies) mentioned above shall 

be included to arrive at the ‘total gas charges’ to be invoiced by a licensee. 

 

Determining the Weights in the Formula 

 

4.3 The weights used in the maximum price formula will be taken from the 

maturity and liquidity of the hub concerned. The evaluation of the maturity 

of hubs is based on the following five key elements, which will assist in 

judging whether the criteria of depth, liquidity and transparency of hubs are 
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being met and to what degree.9 The five key elements are: market 

participants, traded products, traded volumes, tradability index and churn 

rates. The churn rate is regarded as the most important measure of a gas 

hub’s commercial success. The churn rate is calculated as the ratio 

between the volume of all trades, in all time frames, executed in a given 

market and its total demand. Churn rates are regarded as an appropriate 

measure of a hub’s real liquidity and maturity. As a result, churn rates are 

used in most commodity and financial markets. 

 

4.4 In this regard, the Energy Regulator took guidance from the churn rates of 

each of the aforementioned gas hubs in determining its weight allocation 

for the identified competitive gas hubs. Below is how the churn rates are 

used to establish the weights used in the methodology. 

 

Table 1: Weight allocation for Dutch’s TTF, US’ Henry Hub and Britain’s NBP, 2018 

HUB Churn rate Share / Weight 

TTF 70,9 50% 

HH 53,9 40% 

NBP 16,9 10% 

Total 141,7 100,00%* 

*the percentage weight is to the nearest 10. 

Source: NERSA’s own compilation, 2020 

 
 

Price Adjustment  

 
4.5 The maximum price in the formula in section 6.12 above will be adjusted 

as detailed below.  

 

4.6 The maximum gas prices will be reviewed over a period of 12 months, 

using the preceding 12 months average prices of the Henry Hub, the TTF 

and NBP prices as shown in the formula. Should licensees choose a 

different review period based on their commercial agreements, they would 

                                                           

9 See, https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-
hubs-a-decade-of-change-Insight-55.pdf, accessed 5 March 2020 

https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-hubs-a-decade-of-change-Insight-55.pdf
https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-hubs-a-decade-of-change-Insight-55.pdf
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request the Energy Regulator to approve such a different period. However, 

in all instances, the preceding 12 months’ average price of the Henry Hub, 

TTF and NBP will be used.  

 
4.7 The implication of this approach is that it will minimise the volatility that may 

result from the use of a shorter period. 

 

4.8 The approach adopted by NERSA is in line with the comments received 

from stakeholders as they have stated that the use of international hubs 

would lead to high volatility in the maximum price. 

 

4.9 NERSA also retained the use of the pass through of costs as a second 

option in the Methodology. This option is discussed further in section 10 

below. 

 

5. DECISION-MAKING PROCESS 
 

5.1 In its consultation document, NERSA published three options for 

stakeholder comments. The options being a pass-through (cost build-up) 

approach, an amended pass-through approach and the use of a 

competitive benchmark. Stakeholders provided their comments on these 

approaches as discussed below. 

a. Option 1 – Pass-Through (Cost Build-Up) Approach 

 

Stakeholder comments 

 

5.2 The gas users provided extensive comments highlighting why this 

approach ought to be the only approach that is adopted by NERSA. Firstly, 

it was indicated that the inadequate competition study identified relevant 

markets in which Sasol Gas is the only supplier. It was added that the only 

new entrants that could be relevant are those that supply gas on 

substantially comparable terms to those Sasol Gas enjoys. It was claimed 

that Sasol Gas has been pricing gas at excessive levels, yet no new entry 

has been observed for more than a decade. It was indicated that setting a 

price to encourage entry into the market would therefore be irrational.  
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5.3 The gas users indicated that the objectives of the Gas Act include notions 

of efficiency, economic and equitabality. Section 2(j) of the Gas Act 

provides that it is an object of the act to promote access to gas in an 

affordable manner. 

 

5.4 The gas users argue that the objects of the Gas Act are advanced by 

ensuring that Sasol Gas monopoly pricing is constrained to the level 

required by regulation 4(4). It is argued that the wording of regulation 4(4) 

envisages that NERSA will mimic a competitive market by allowing Sasol 

Gas to be remunerated for its outlay and to the extent of a reasonable or 

fair return, one commensurate with its risk. 

 

5.5 It was further indicated that the Constitutional Court found that the pass-

through approach is consistent with what regulation 4(4) requires. A price 

that over-recovers on the marginal costs of producing the gas molecule, its 

fixed costs of producing the molecule and a reasonable return would not 

be justified. The reasonable return in this instance was deemed to be one 

that is calculated using the weighted cost of capital (WACC). The gas users 

also provided extensive calculations to link the average production costs 

of the gas molecule to the price at which Sasol Gas purchases the 

molecule. The users demonstrated, using their assumptions, that the 

upstream Sasol Gas supplier already makes a reasonable return with the 

price it transfers the gas molecule to Sasol Gas and that there is no need 

for Sasol Gas to earn any additional surplus. 

 

5.6 During the public hearing, IGUA SA provided additional comments where 

it reiterated that Sasol Gas should only be allowed to generate sufficient 

revenue to recover its fixed, variable and capital costs and to earn a return 

commensurate with risk. Among the additional submissions are that the 

following: 

 

5.6.1 A cost-plus approach to regulating the maximum price for piped-

gas does not imperil the incentive of higher-cost providers to 

enter the market. An artificially high price, set well above the 

relevant costs of Sasol Gas, would baselessly allow Sasol Gas to 
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continue reaping excessive profits – to the detriment of gas users, 

end consumers and, ultimately, the economy as a whole. 

Contrary to the claims of Sasol Gas, such an approach would be 

detrimental to the development of the gas industry as a whole.  

 

5.6.2 It is not true that there is no international support for a cost-plus 

approach to natural gas pricing (in fact, the pass-through 

approach was suggested as an option by NERSA). For instance, 

IGUA SA understands that small-scale LNG import applications 

are currently approached on the cost-plus basis. For all the 

reasons set out above and in the written submission, IGUA SA is 

of the view that the pass-through approach is eminently 

reasonable. 

 

5.6.3 The cost-plus approach plainly meets the regulatory 

requirements of transparency, predictability, and objectivity. 

Moreover, if applied appropriately, a cost-plus approach to price 

regulation can preserve efficiency incentives. For instance, if a 

regulatory lag is put in place and price-setting episodes are 

spread out over time, the monopolist will benefit from any profits 

generated by the lowering of costs, thus creating an incentive for 

the monopolist to operate efficiently and to keep costs down. 

 

5.6.4 A price set in line with the relevant variable, fixed and capital costs 

of Sasol Gas, including a reasonable return on investment 

commensurate with risk, is more likely to mimic a competitive 

outcome. The pass-through option is firmly grounded in an 

assessment of the costs that the monopolist actually incurred in 

the production of the gas molecule. 

 

5.7 One trader also supports that Sasol Gas’ maximum price should be 

determined using a pass-through approach but its own maximum price 

should be determined using the prices of other energy indicators (basket 

of alternatives) because only the decision on Sasol Gas’ maximum price 

was found to be irrational by the Constitutional Court.  
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5.8 Another trader prefers that the maximum price be linked to a competing 

fuel such as LPG or to tweak the current methodology that calculates the 

maximum price based on a basket of prices of certain energy indicators. 

 

5.9 Extensive comments were also received from other traders that did not 

support the pass-through approach. It was acknowledged that cost build-

up approaches are suited in regulating tariffs for infrastructure that can 

accommodate multiple users such as pipelines, storage facilities and 

regasification units. Infrastructure is fixed and tariffs sprout from a return 

on and off capital and the recovery of costs. It was highlighted that capital 

is known while cost and volume are estimated for a forward-looking period 

and claw/give-back calculations are then done to ensure that an 

appropriate return is achieved. 

 

5.9.1 It was indicated that in a commodity world, LNG for instance, the 

uncertainty and volatility are far greater and cost can only be 

determined on a cargo–by-cargo basis. It was reported that there 

is limited conceptual and international support for the regulation 

of gas molecules based on cost. It is stated that linking price to 

cost removes important price signals to both customers and 

potential suppliers that are needed for the ongoing development 

of the sector. 

 

5.9.2 It was also highlighted that a number of legal and regulatory 

issues arise, which render the proposed cost-based approach 

inconsistent with NERSA’s legislative framework, as well as 

principles determined in the Constitutional Court ruling. For 

instance, a pass-through approach, as proposed, will have the 

effect of setting an actual price and therefore goes beyond 

NERSA’s mandate. 

 

5.9.3 It is also reported that a cost-based approach will not result in an 

equitable sharing of the surplus between consumer and producer, 

as indicated by the Constitutional Court judgement, but rather 

transfers the entire surplus to the gas consumers. 
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5.9.4 It was also indicated that a pass-through approach does not 

incentivise efficiency on the part of the licensee as any cost 

incurred will be passed through. Hence the licensee will not be 

concerned about efficiency. 

 

5.9.5 It was also indicated that a cost-based approach risks severe 

negative consequences, such as stifling growth, for South Africa.  

 

5.9.6 Sasol Gas commented indicating that a cost-based approach will 

create disincentives for it to continue supplying gas to third parties 

at the current basis. Sasol Gas indicated that it would re-examine 

the amounts of gas sold to external customers versus what it uses 

for internal operations. Sasol Gas stated that it has various 

internal uses for the gas, which would yield higher returns than a 

regulated price set using its acquisition cost of gas. 

 

5.9.7 It was further stated that many countries have moved away or 

avoided cost regulation of gas molecules. The US, India and 

China have previously regulated gas on the basis of cost but have 

since abandoned such regulations with the aim of adopting a 

price regulation that better facilitates the industry development. 

 

5.9.8 Another argument was on the fact that regulation 4(4) allows 

licensees to inter alia make a profit commensurate with risk. It 

was indicated that NERSA’s proposed pass-through approach is 

deficient in that it makes provision for cost of purchasing the gas 

molecule and cost of trading the gas molecule and treats the 

trading cost as a margin on the molecule when it is in fact a tariff 

charge. It was stated that NERSA fails to include a critical 

component of the pass-through approach, that is a margin on the 

molecule that would constitute the profit referred to in regulation 

4(4).  

 

5.10 The stakeholders were all opposed to an amended pass-through 

approach. The issues raised include the criticism on the measure of 
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marginal cost as proposed by NERSA, and the subjective sharing of 

economic surplus as alluded to in the consultation document. It was added 

that the LNG price that is expected to proxy customers’ willingness to pay 

must reflect the full cost that consumers would pay if they were to purchase 

LNG. 

 

NERSA assessment of the pass-through of costs 

 

5.11 NERSA is required to determine maximum prices that are fair such that, in 

the absence of competition in the South African piped-gas markets, they 

mimic competitive gas prices. In accordance with the guidance provided by 

the Constitutional Court in its ruling in the GUG case10, such maximum 

prices should comply with section 2(e) of the Gas Act that provides that 

NERSA should ensure that gas transmission, storage, distribution, trading, 

liquefaction and regasification services are provided on an equitable basis 

and that interests and needs of all parties concerned are taken into 

consideration. The Constitutional Court also held that the maximum prices 

set by NERSA should serve to allocate the economic surplus in the relevant 

piped-gas markets between producers/suppliers and customers in a fair 

manner. 

 

5.12 NERSA thus assessed whether this pass-through approach is aligned to 

the other objects and provisions of the Gas Act, as well as the Piped-Gas 

Regulations. NERSA in this assessment is mindful of its mandate, which is 

to approve a maximum price of gas and not set an actual price of gas. 

 

5.13 As stated by some stakeholders, the pass-through approach achieves 

requirements alluded to in the Piped-Gas Regulations as it will ensure that 

maximum prices enable the licensee to recover all efficient and prudently 

incurred investment costs and make a profit commensurate with risk. A 

noted criticism from the stakeholders is that the current methodology does 

not provide a margin on the molecule but rather only provides a margin on 

trading costs. NERSA would need to ensure that it provides for a margin 

                                                           

10 National Energy Regulator of South Africa and Another v PG Group (Pty) Limited and Others 2019 ZACC 28.   



 

RFD  Max Price Methodology                                
                          Page 25 of 56 

on the molecule should it consider adopting the pass-through approach as 

its preferred methodology. 

 

5.14 The pass-through approach will also meet the objective of the Gas Act 

(section 2[j]) of promoting access to gas in a safe and affordable manner.  

 

5.15 Economic literature and case law on the assessment of excessive prices 

provide some insights on how to determine the economic value of a 

product, and whether a price is fair and competitive. In the seminal United 

Brands case11, a cumulative test with two legs was proposed to assess the 

relation between price and economic value and to establish unfair pricing. 

According to this two-pronged test: 

 

i. an assessment should be made as to ’whether the difference 

between the costs actually incurred and the price actually charged 

is excessive’; and  

 

ii. if the answer is yes, an assessment should be made as to ‘whether 

a price has been imposed which is either unfair in itself or when 

compared to competing products’.12   

 

5.16 The court also clarified that other methods could be used to establish unfair 

pricing.13 In the Gazprom case, the EC stated that the first limb of the above 

United Brands test can be interpreted as a screening exercise to assess 

whether the price charged is suspiciously high.14 

  

5.17 The second limb of the test is to confirm whether the suspiciously high price 

in the first part of the test reflects the economic value of the product and in 

order to establish whether the price is fair or unfair. The Court then 

proposed two alternative options to establish whether the price is fair:  

either by carrying out a comparison with a competitive price benchmark 

                                                           

11 Case C-27/76 United Brands Company v Commission 

12 Case C-27/76 United Brands Company v Commission, paragraph 252. 

13 Case C-27/76 United Brands Company v Commission, cited above, paragraph 253.  See also CASE AT.39816 – 
Upstream gas supplies in Central and Easter Europe, paragraph 65. 

14 CASE AT.39816 – Upstream gas supplies in Central and Easter Europe, paragraph 65 
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(which can be seen as a proxy of the economic value of the product), or if 

no appropriate price benchmark exists, by directly estimating the economic 

value of the product (unfair in itself).15   

 

5.18 Essentially, therefore, the latter approach (i.e. assessing whether the price 

is unfair in itself) requires an assessment as to whether the profit margin 

established during the first limb of the United Brands test is unfair, without 

the use of a competitive price benchmark.  This approach has been 

criticised on account of difficulties in defining an appropriate profit margin 

that would be regarded as fair.16 

 

5.19 For example, Evans and Padilla (2005) observe the following in this regard: 

Measurement issues are the least of the concerns with using profit 

benchmarks, though. Accounting procedures do not provide for 

capitalization of R&D and advertising, do not address inflation, and do not 

properly adjust rates of return for risk. Thus accounting profits do not reflect 

economic profits except under the most unrealistic assumptions. The 

relationship between accounting and economic rates of return hinges on 

the time shape of net revenues, something that varies across industries, 

across firms within an industry, and even across time for a given firm.17 

 

5.20 Moreover, the courts have also not established the level of profit margins 

that can be regarded as unfair, other than to note that they would only 

regard these as unfair when they are substantially higher than the defined 

economic value of the product.18 

                                                           

15 Case C-27/76 United Brands Company v Commission, cited above, paragraph 253.  See also CASE AT.39816 – 
Upstream gas supplies in Central and Easter Europe, paragraph 65, and Damien Geradin, The Necessary Limits to the 
Control of “Excessive” Prices by Competition Authorities - A View from Europe, SSRN Scholarly Paper (Rochester, NY, 
2007), page 6 

16 Damien Geradin, The Necessary Limits to the Control of “Excessive” Prices by Competition Authorities - A View from 
Europe, SSRN Scholarly Paper (Rochester, NY, 2007), pages 9 and 10,  Omar Vasquez Duque, “Excessive Pricing: A 
view from Chile”, University of Oxford Centre for Competition Law and Policy, Working Paper CCLP(L) 41, 2015, pages 
10 and 14, David S. Evans and A. Jorge Padilla, “Excessive Prices: Using Economics to Define Administrable Legal Rules,” 
Jnl of Competition Law & Economics 1, no. 1 (2005), page 5.   

17 David S. Evans and A. Jorge Padilla, “Excessive Prices: Using Economics to Define Administrable Legal Rules,” Jnl of 
Competition Law & Economics 1, no. 1 (2005), page 5.   

 

18 In Polymers (Case No: 131/CAC/Jun14, Sasol Chemical Industries Limited / Competition Commission) the 
court stated that a price which is significantly less than 20% of the figure employed to determine economic 
value falls short of justifying judicial interference in this complex area.  On the other hand, E. Pijnhacker 
Hordijk, “Excessive Pricing under EC Competition Law ; An Update in the Light of ‘Dutch Developments’”, 
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5.21 As such, NERSA notes that the economic theory and case law on 

excessive pricing do not provide sufficient guidance on the percentage 

profit to be added to the molecule in order to meet the test as to whether a 

profit margin is fair or reasonable. Neither does it provide sufficient 

guidance on how to establish profit margins that would mimic competitive 

conditions nor does it provide sufficient guidance on how to determine a 

margin that would allocate the economic surplus between 

producers/suppliers and consumers of gas in a fair manner, without the 

use of a competitive benchmark. Such an attempt would be subjective and 

fraught with difficulties.   

 

5.22 NERSA also considered the level of opposition and the reasons thereof  

levelled by the gas traders against the pass-through approach. Hence 

approving the pass-through approach as it is will be ignoring the concerns 

raised by these stakeholders. On the other hand, NERSA also ought to 

consider the level of detail and comments provided by gas consumers 

advocating for the pass-through approach in its current form. Therefore, 

NERSA was mindful of the concerns raised by both opposing arguments.   

 

5.23 It is on a balance of scale that NERSA proposes that a competitive price 

benchmark be used to set maximum prices. The formula for the competitive 

benchmark will be discussed in the next section. However, NERSA will not 

mechanically input details into this formula but will take guidance from a 

paragraph in the Constitutional Court decision that states that: 

 

The Maximum Pricing Methodology is not law, but rather a guideline made 

in accordance with the empowering legislation. NERSA has discretion not 

to rigidly apply the methodology if its application would lead to irrational or 

otherwise unlawful results. In Britten, Innes CJ noted that although policies 

and general principles are sometimes inevitable, a decision-maker must 

                                                           
pages 474 and 475, notes that the EC’s administrative practice shows that only margins in the range of 100% 
or more have given rise to interventions on account of excessive pricing. 
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remain alive to the existence of circumstances in a case that would justify 

departure from the policy or precedent.19 

 

5.24 Hence, the methodology will require a licensed trader to provide enough 

detail on its cost information when it applies for a maximum price. This 

information would be used as a guide or floor and will be compared to the 

price calculated by the benchmark. In other words, such a competitive 

benchmark will be a transparent mechanism for establishing a reasonable 

profit margin for the gas trader. 

 

5.25 Moreover, the methodology will retain the pass-through approach as an 

option albeit not in its current form. The pass-through approach is 

discussed further under the section on how new entrants will price their gas 

imports.  

 

b. Option 2 – A Competitive Benchmark 

 
5.26 NERSA consulted stakeholders on the use of a competitive benchmark in 

the approval of a maximum price of piped-gas. Consultations were held on 

the following formula: 

 

Maximum 
Price =  

[Price Henry Hub x Weight Henry hub]+ [Price Europe X Weight Europe] 

 
 

5.27 The US and European gas prices are used in a formula to calculate the 

maximum price of gas price for South Africa. The formula above shows that 

the gas price for the corresponding market was weighed using the volumes 

traded that market. For instance, the henry hub benchmark price was 

weighed with the volumes traded in the USA.   

 

5.28 Stakeholders provided comments on the proposal to adopt this approach 

as the maximum price.  

                                                           

19 National Energy Regulator of South Africa and Another v PG Group (Pty) Limited and Others 2019 ZACC 28 - 

paragraph 33 
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5.29 The users of gas indicated that the use of competitive prices is a broadly 

similar aggregation of comparative prices that the Constitutional Court 

found to be at odds with the object of the Gas Act and the Piped Gas 

Regulations and, therefore, irrational and unreasonable. It was indicated 

that it would be important for the new methodology to properly account for 

each of Sasol Gas’ operations, specifically its marginal costs of producing 

the molecule, the fixed costs of producing the gas molecule and a 

reasonable return on capital. A detailed analysis and discussion on costs 

was provided, which NERSA assessed and noted.  

 

5.30 A notable conclusion to such a discussion was that Sasol Gas’ upstream 

operations already make a sufficient return when it sells the molecule to its 

downstream affiliate such that the proposal to use a competitive 

benchmark would result in excessive prices. It was added that it would be 

wholly unjustified as a matter of both law and economics, and would hurt 

gas customers and end-users. 

 

5.31 It was highlighted that while the option produces prices that are below the 

current maximum price level, it still falls short of how NERSA is required to 

regulate the piped-gas maximum prices, as it would allow Sasol Gas to 

charge above a point that allows Sasol Gas to recover its cost and make a 

reasonable return. 

 

5.32 During the public hearing, IGUA SA further criticised the proposed 

benchmark by stating that international benchmarks might provide some 

information about gas prices in other parts of the world, consistency with 

international benchmarks is by no means a requirement of the Gas Act or 

of the Regulations. It is also not found in the Constitutional Court’s 

judgement on NERSA’s decision.  

 

5.33 It was argued that a price based on international benchmarks does not 

replicate or mimic a competitive outcome. As explained in IGUA SA’s 

written submission, in a perfectly competitive environment, firms have 

incentives to price all the way down to their marginal costs. However, in the 

long run, firms will also be required to cover their fixed operating and capital 
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costs. Many firms will also have to pay a return to their investors, in 

exchange for any initial capital outlays. As such, a price set in line with the 

relevant variable, fixed and capital costs of Sasol Gas, including a 

reasonable return on investment commensurate with risk, is more likely to 

mimic a competitive outcome. 

 

5.34 IGUA SA concluded its submission stating that the international 

benchmarking approach is inconsistent with the Gas Act and the NERSA 

decision. IGUA SA also submitted that it would appear that this approach 

has been devised to generate a price that allows Sasol Gas to continue 

reaping excessive monopoly profits, to the detriment of gas users and end 

consumers – and of South Africa as a whole. 

 

5.35 On the other hand, gas suppliers indicated that the methodology should be 

adequate in pricing current supplies of natural gas, as well as provide 

incentives to enable future supplies or entrants into the market. It was 

indicated that NERSA’s proposed approach of using competitive 

benchmark prices would be inadequate for future sources of gas supply, 

such as LNG imports. This is because US and European hub prices reflect 

competition between available sources of supply at a wholesale level. 

Therefore, these prices are below a price level that could accommodate 

LNG imports. A measure suggested was the JKM price plus an additional 

premium to account for shipping to South Africa, long-term contracting, 

terminal and regasification costs, as well as any additional pipeline charges 

from the terminal to the existing network. 

 

5.36 A price that is linked to the oil price was also suggested, typically 

representing 9% to 14% of crude oil. 

 

5.37 The traders also commented on the suitability of the proposed competitive 

benchmark on the current gas supply. Sasol Gas indicated that it supports 

the use of international hub prices as a basis for approving maximum prices 

in South Africa. However, it expressed its reservations on the choice of 

international benchmarks that NERSA is proposing. 
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5.38 Sasol Gas further indicated that if the correct international benchmarks are 

used, the index is capable of delivering regulated prices, which reflect 

prices obtained in other markets where strong rivalry exists between 

suppliers. It is stated that this would be consistent with NERSA’s objective 

of setting a price that mimics a competitive outcome and also provides an 

objective mechanism of dividing the surplus between customers and 

suppliers. 

 

5.39 It was added that the international hub prices would provide a pricing 

methodology that is transparent, predictable, non-discriminatory and 

objective. It would also create strong efficiency incentives for the licensee 

because setting maximum prices with this methodology would reward the 

licensee for reductions in cost. It encourages the licensee to reduce costs 

and enhance efficiency as opposed to cost-based methods as a licensee 

can pass its higher costs through and is not rewarded for any efficiency 

gains. 

 

5.40 It was also reported that the method has strong international backing as is 

the case in India and Italy. 

 

5.41 The drawbacks of international hub prices have also been highlighted as 

the following: 

 

i. International prices can be highly volatile; such volatility may require 

NERSA to impose a collar on the prices determined by the index hub 

to ensure that sales do not occur below cost. 

 

ii. The international hub prices do not incentivise new entry as their prices 

will be lower than the cost of supply of a new supplier of gas, such as 

an LNG supplier. 

 

NERSA assessment on a competitive benchmark 

 

5.42 NERSA assessed the stakeholder comments commencing with the 

criticism of adopting international hub prices approach. The first criticism is 

that this approach is similar to the basket of prices of certain energy 
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indicators and is therefore irrational and unlawful. NERSA notes that the 

criticism that was levelled against the basket of prices of certain energy 

indicators was the failure to consider Sasol’s costs when it approved the 

Sasol Gas maximum price. Hence, the Constitutional Court did not throw 

out the methodology but provided guidance on the aspect that was deemed 

irrational. 

 

5.43 Furthermore, the proposed methodology will require a licensed trader to 

provide enough detail on its cost information when it applies for a maximum 

price. This information would be used as a guide or floor and will be 

compared to the price calculated by the benchmark. In other words, such 

a competitive benchmark will be a transparent mechanism for establishing 

a reasonable profit margin for the gas trader. 

 

5.44 Another criticism that is highlighted throughout by the IGUA SA is that 

international benchmarking falls short of how NERSA is required to 

regulate the piped-gas maximum prices as it would allow Sasol Gas to 

charge above a point that allows Sasol Gas to recover its cost and make a 

reasonable return. IGUA SA further submits that a reasonable return ought 

to be calculated as a weighted average cost of capital and provided on the 

capital outlay in an allowable revenue type of calculation. As noted earlier, 

economic theory and case law on excessive pricing does not provide 

sufficient guidance on the percentage profit to be added to the commodity 

price, such as natural gas, in order to meet the test as to whether a profit 

margin is fair or reasonable. 

 

5.44.1 It is difficult to define and establish what would be an appropriate 

profit margin that would be regarded as fair.  

 

5.44.2 For instance, should failed exploration costs be recovered in the 

successful venture? Should new prospecting and exploration 

costs be included in the costs? Hence, researchers noted that 

accounting procedures do not provide for capitalisation of 

Research and Development and advertising, do not address 

inflation, and do not properly adjust rates of return for risk. Thus, 
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accounting profits do not reflect economic profits except under 

the most unrealistic assumptions. The relationship between 

accounting and economic rates of return hinges on the time 

shape of net revenues, something that varies across industries, 

across firms within an industry, and even across time for a given 

firm. 

 

5.44.3 Moreover, NERSA’s mandate is to determine a maximum price 

that mimics the outcome from a competitive market. NERSA is 

not mandated to set an actual price of gas. Therefore, NERSA 

was inclined to adopt the competitive international hubs as a 

benchmark to use to establish a maximum price. 

 

5.45 NERSA noted that the use of competitive benchmarks to regulate the 

prices of commodities has strong international support.  For example: 

 
a. India uses an index made up of international prices to set prices for 

domestic gas. Wholesale gas prices in India are regulated using an 

index of four international price series – the UK’s NBP; the US’s Henry 

Hub; Canada’s Alberta Energy Company (AECO) hub; and Russian 

piped-gas prices as published by the Federal Tariff Service.20  

 

b. Italy links the regulation of its last resort tariff to the Dutch TTF hub. 

The only category of customers in the European Union that are still 

eligible to receive regulated tariffs are those that receive the so called 

last resort tariff (LRT).21 In Italy, the LRT is set with reference to the 

highly liquid TTF hub in the Netherlands.22 

 
c. NERSA’s review of gas pricing practices internationally has revealed 

that regulators are increasingly moving away from a cost-based 

                                                           

20 Petroleum Planning & Analysis Cell (2019), ‘Guidelines for marketing and pricing freedom,’ Available online: 
https://www.ppac.gov.in/   

21 The LRT tariff generally only applies to a small portion of customers deemed to be most vulnerable.   

22 Although Italy has its own gas trading hub, the Italian regulator did not consider it to have adequate liquidity to serve as 
a good benchmark for prices.   
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approach in regulating gas prices (for example China23), in favour of 

the use of competitive benchmarks. 24 

 
d. Moreover, competition authorities have, in numerous instances, used 

competitive price benchmarks to establish whether the prices of 

products sold by firms with market power are excessive.   For example, 

the EC, in its 2018 investigation of various alleged anticompetitive 

practices by Russian gas supplier, Gazprom, in respect of its gas 

supplies to Central and Eastern European countries, Bulgaria, Estonia, 

Latvia, Lithuania and Poland, used inter alia competitive Western 

European price benchmarks to establish that Gazprom had charged 

excessive gas prices to these countries.25  Furthermore, to remedy 

Gazprom’s conduct, the European Commission had agreed that 

amendments be made in Gazprom’s supply contracts with these five 

countries to include price revision clauses of well-defined, competitive 

and publicly available benchmarks such as prices at competitive gas 

hubs in Western Europe, even though the countries in question relied 

primarily on Gazprom for their gas supplies, and did not at the time 

have access to the gas sold at these gas hubs.26   

 
5.46 IGUA SA argued that a price based on international benchmarks does not 

replicate or mimic a competitive outcome. NERSA, as indicated through 

research on excessive pricing cases, found that benchmark pricing, such 

as international gas hub prices that reflect the actual prices paid in gas 

markets where the market price has been formed through a competitive 

process involving multiple suppliers and buyers, is an acceptable 

approach. In fact, the use of such benchmarks would be consistent with 

NERSA’s objective to regulate maximum prices so that they mimic a more 

competitive outcome and provide an objective means to divide surplus 

value between suppliers and customers.    

                                                           

23 IGU Wholesale Gas Price Survey 2019, p13   

24 Regulated gas prices account for 30% of international consumption.  Only 10% of gas pricing is reported to be regulated 
at cost. 

25 CASE AT.39816 – Upstream gas supplies in Central and Easter Europe 

26 See the European Commission’s decision of 24.5.2018 relating to a proceeding under Article 102 of the Treaty on the 
Functioning of the European Union (TFEU) and Article 54 of the EEA Agreement.  Case AT.39816 – Upstream Gas 
Supplies in Central and Eastern Europe. Available at 
https://ec.europa.eu/competition/antitrust/cases/dec_docs/39816/39816_10148_3.pdf 
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6. SELECTION OF THE HUBS 

 

6.1 Stakeholders also provided their views on which international hub prices 

should form the pricing benchmark. It was stated that the pricing 

benchmarks must be based on international gas hubs that are highly liquid 

with multiple sources of competing supply. This would ensure that the 

benchmark reflects prices borne out of strong rivalry between competing 

suppliers. Four main international hubs were provided being (i) the UK’s 

NBP; (ii) the Netherlands TTF; (iii) the US Henry Hub and (iv) the Japan 

Korean Marker (JKM), for gas deliveries in Asia Pacific. 

 

6.2 It was stated that the source of supply and associated market dynamics 

must be reasonably similar to the South African context. It was indicated 

that the international benchmark should be based on supply sources that 

broadly reflect the type of gas available in South Africa. South Africa is 

largely supplied by conventional natural gas from Mozambique. For that 

reason, it was highlighted that three European hubs, the TTF and NBP  and 

the JKM, which are supplied with conventional gas should be used, and it 

was suggested that the three should be used in a formula as the new 

maximum price of South Africa. 

 

6.3 The stakeholder also stated that for transparency, the hub prices should all 

have equal weighting in the formula as the gas sold in the relevant markets 

is not easily obtainable. 

 

6.4 The prices calculated from this proposed hub were used in a calculation 

that was shown. It was stated that this benchmark is only appropriate for 

current supplies, and it was suggested that NERSA allow a licensee to 

motivate and justify an alternative hub index should they believe such a 

price benchmark to be more appropriate. 

 

NERSA assessment 

 

6.5 NERSA assessed the stakeholder comments. Firstly, an assessment 

based on the suggestion that the South African maximum price should be 
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based on hubs other than those proposed in the consultation and should 

be constructed based on the TTF, NBP and JKM, was conducted. NERSA 

assessed whether the suggested hubs meet the liquidity criteria required 

for them to be regarded as benchmark hubs. A benchmark hub or a price 

marker hub is one that offers prices for other hubs, and must have good 

liquidity from spot trading to several years forward and must be fully 

transparent, open, and accessible to a wide range of participants or 

traders.27  

 

6.6 Liquid gas hubs are said to foster gas on gas competition, thus resulting in 

a market where gas prices are determined by the interplay of supply and 

demand28. A frequently used indicator of liquidity is the churn rate (i.e. the 

number of times gas generated in a market is subsequently traded). The 

churn rate is also calculated as the ratio between the volume of all trades 

in all time frames executed in a given market and its total demand. In 

particular, inter-dealer (ID) liquidity can be expressed as the ratio between 

ID traded volumes and total demand. The churn rate is then used to denote 

the liquidity of a hub. A churn rate: 

 

6.6.1 below 10 = illiquid (light blue);  

6.6.2 10 < 15 = mature (orange);  

6.6.3 15 <  50 = liquid (light green); 

6.6.4  >50 = very liquid (dark green).29  

 
6.7 Table 2 below shows the extent to which hubs located within the main 

global regions (North America, Europe and Asia) are liquid. 

  

                                                           

27 See, Heather, P. (2015). The evolution of traded gas hubs in Europe. Oxford Institute for 
Energy Studies, OIES Paper, 104. 

28 See, Hulshof, D., van der Maat, J. P., & Mulder, M. (2016). Market fundamentals, competition 
and natural-gas prices. Energy policy, 94, 480-491. 

29 See, 
http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER_Market_
Monitoring_Report_2015.pdf 

http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER_Market_Monitoring_Report_2015.pdf
http://www.acer.europa.eu/Official_documents/Acts_of_the_Agency/Publication/ACER_Market_Monitoring_Report_2015.pdf
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 Table 2: Global benchmark churn rates for 2018 

Country Hub Churn rate 

Netherlands TTF 70.9 

United States Henry Hub 53.9 

Britain NBP 16.9 

FR-DE-AT-CZ-Benelux TTF 16.7 

UK-IE NBP 15.9 

Austria VTP 6.9 

Germany NCG+GPL 3.3 

Belgium ZEE+ZTP 3.1 

Source: The Oxford Institute of Energy Studies, 201930 

 

6.8 Table 2 above shows that North America’s Henry Hub, the Netherlands 

TTF and the UK NBP are the liquid hubs as reflected in the churn rates of 

above 15. The NBP is the benchmark for the UK and the Republic of 

Ireland. Asia does not have a gas trading hub as such but the Platts JKM 

is being used for the pricing of some LNG contracts in the region. Even 

though the trading volumes have grown exponentially, the Asian JKM is 

still in its infancy, when set against the very large physical underlying 

volumes in China, Japan, Korea and Taiwan. For instance, the JKM’s churn 

rate in 2018 was only 0.2, thus, indicating that it is classified as illiquid. 

 
6.9 The Henry Hub, TTF and NBP are successful, mature, benchmark hubs, 

that can be used for benchmark purposes. These hubs are very 

competitive and exhibit strong rivalry between suppliers, hence NERSA 

considered them. 

 

6.10 A proposal that each trader may choose a benchmark or international hub 

price that suits them would not be consistent with the Piped-Gas 

Regulations that require that a methodology should be objective, i.e. based 

on a systematic methodology applicable on a consistent and comparable 

basis. A methodology also has to be predictable and transparent. 

 

                                                           

30 See, https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-
hubs-a-decade-of-change-Insight-55.pdf, accessed 5 March 2020 

https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-hubs-a-decade-of-change-Insight-55.pdf
https://www.oxfordenergy.org/wpcms/wp-content/uploads/2019/07/European-traded-gas-hubs-a-decade-of-change-Insight-55.pdf
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Conclusion 

 

6.11 In conclusion, NERSA chose to use the Henry Hub, the Dutch TTF and the 

UK NBP for the maximum pricing formula as they are very liquid and will 

ensure that the maximum price mimics a competitive market. The Dutch’s 

TTF, Britain’s NBP and United States’ (US) Henry Hub (HH) are currently 

the main gas trading hubs that are classified as liquid in the world. As such, 

gas prices in these trading hubs are largely determined by the interplay 

between supply and demand (gas-on-gas competition). In this regard, the 

Dutch TTF, Britain’s NBP and US’ HH are the suitable benchmark hubs 

against which a gas price that seeks to mimic competition can be linked. 

 

7. PROCESS OF IDENTIFYING ECONOMIC SURPLUS IN THE PIPED-
GAS MARKET 

 

a.  Marginal/Actual Costs of the Gas Molecule 

 

7.1 NERSA stated in the consultation document that it interprets Sasol Gas’ 

marginal costs as the actual costs of procured gas from the upstream 

suppliers. This is the pass-through actual cost of gas plus trading cost of 

Sasol Gas. The marginal cost of Sasol Gas would be the provable Sasol 

Gas purchase cost price of gas and not theoretic upstream costs. 

 

7.2 Another interpretation would entail Sasol Gas establishing the cost of its 

next available molecule. This would be a projection or an estimate. 

However, this cost would be an imaginary cost and may fall into the same 

category that was criticised by the Constitutional Court judgement. NERSA 

indicated that it will request that Sasol Gas should provide its provable 

actual costs of gas. 

 
Stakeholder comments on which costs to use 

 

7.3 Sasol Gas stated that its acquisition cost of gas from its unincorporated 

Mozambican joint venture is an inappropriate basis for establishing its 

costs. According to Sasol, the price from this upstream joint venture reflects 

an agreement that was struck between vertically related entities at the time 
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the overall gas project was undertaken and is intrinsically linked to the risks 

and investments undertaken by Sasol Gas along the whole value chain. 

This includes developing a market in South Africa into which gas could be 

placed, as well as investments in the upstream production and processing 

at Pande and Temane. Sasol Gas further argues that the price reflected in 

the gas supply agreement with its upstream joint venture is born out of a 

particular and unique context of stranded gas resource that was 

determined at a time when a very specific political risk associated with the 

development of natural gas as a whole, existed. 

 

7.4 Sasol Gas stated that the upstream price is even lower than other 

measures of the value of gas. For example, in the calendar year 2019, 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX. Sasol Gas further stated 

that this price is below other measures of value that emerge from several 

of Sasol’s uses of gas in its production and related processes. Sasol Gas 

argues that attempting to regulate prices at this acquisition cost of gas 

would be inappropriate and would distort the true value of the gas 

molecule. 

 

7.5 Sasol Gas concludes by indicating that its acquisition cost of gas is not an 

appropriate measure for economic cost and, therefore, cannot be used in 

the determination of a floor price for the maximum price. 

 

7.6 On the other hand, the gas users contend that NERSA should consider 

whether the upstream production costs are linked to the price at which 

Sasol Gas buys the gas molecule. IGUA SA provided details on how to 

estimate Sasol Gas’ actual upstream production costs. The gas users 

provided production costs of Sasol Gas from various sources such as the 

Wood Mackenzie report titled ‘Pande, Temane and Inhassaro fields’, dated 

January 2019; the operating costs reported in the CMH annual financial 

statements for the FY2016 to FY 2019 financial years, as well as average 

production costs reported in Sasol’s Form 20-Fs.   

 

7.7 NERSA notes the extensive details provided by IGUA SA in showing the 

connection between Sasol’s production cost and its transfer cost. NERSA 
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particularly notes the illustrations and assumptions, as well as sentiments 

from the users that this price is higher than the production cost and 

adequately compensates for the capital costs and the upstream risk taken.  

 

NERSA assessment of the stakeholder comments on costs 

 

7.8 NERSA assesse the comments from stakeholders and considered their 

views on which costs to include. NERSA’s assessment relied on the current 

legislative framework and first identified the licensee, and ultimately the 

costs involved in the trading of gas.  

 

7.9 The Constitutional Court decided that the irrationality of the NERSA 

decision on the Sasol Gas’ maximum price was the failure to consider 

Sasol’s marginal costs. Hence the need to identify the costs to which 

reference was made.  

 

7.10 In this instance, the licensee of NERSA is Sasol Gas and not Sasol 

Petroleum Temane or another upstream producer. Hence NERSA has 

confined its enquiry in establishing the costs incurred by Sasol Gas to 

acquire the molecule and deliver it to a customer. NERSA could not rely on 

upstream marginal costs as these include exploration costs for new gas 

resources. The stakeholders’ assumption that the transfer price between 

the upstream player and Sasol Gas already reflects a profit margin is not 

premised on marginal costs but rather uses historical average costs. Sasol 

Gas, in its comments, indicated that its upstream marginal costs would 

indeed include all its upstream exploration activities. Therefore, NERSA is 

reluctant to include upstream marginal costs or interrogate such a link as 

these include exploration costs, as stated by Sasol Gas. It was stated that 

the price paid by Sasol Gas to the upstream player is a reflection of a price 

that was negotiated in an environment that had a perceived high level of 

political risk.  

 

7.11 Therefore, NERSA is not relying on the marginal costs of an upstream 

player as it will not be in a position to interrogate the composition of such 
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costs given that its regulatory mandate does not include upstream 

activities. 

 

7.12 Sasol Gas added that NERSA should not use its acquisition cost of gas as 

the price may not reflect the true cost of the gas molecule. Furthermore, it 

is highlighted that such a price is influenced by peculiar historical 

circumstances and it was structured in the current way to compensate for 

the investment risk in an environment that was perceived to be risky. 

NERSA acknowledges these sentiments. However, the Constitutional 

Court decision found NERSA to be irrational for not considering Sasol’s 

marginal costs. It would perpetuate this irrationality if NERSA were to use 

costs other than Sasol Gas’ costs. 

 

Conclusion on the costs of the gas molecule 

 

7.13 In response to the stakeholder comments, NERSA will seek the actual 

costs of acquisition of the gas molecule and of trading the molecule from 

the licensee. These costs of the gas molecule and costs to trade the 

molecule will be the floor of the maximum price.  

 

b. LNG as the Upper Bound of the Piped-Gas Market 

 

7.14 In the consultation document, NERSA stated that the piped-gas industry is 

supply constrained. In the 2019 adequacy of competition determination, 

the lack of adequate sources of gas was identified as one of the key 

barriers to competition in the relevant piped-gas markets. The current gas 

supply to the market is finite and will last until 2029. Hence, NERSA is 

cognisant of the fact that new sources of gas ought to be found to ensure 

continuity of gas supply when the current reserves in Pande and Temane 

become depleted.  

 

7.15 NERSA also established that some gas users that consume an estimated 

70% of the piped-gas volumes supplied by Sasol Gas to its external 
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customers31 would not switch to an alternative energy source once current 

piped-gas supplies become depleted, but would instead prefer to continue 

using natural gas. Thus, NERSA is considering LNG and the estimated 

costs of a new LNG supplier into the market to represent the marginal costs 

of the marginal supplier. This new LNG supplier would represent the upper 

bounds in the determination of an appropriate method to use to establish 

the maximum price for approval. 

 

Stakeholder comments on the use of LNG as an upper bound 

 

7.16 Various stakeholders provided their views on this issue. Some gas users 

clearly stated that LNG is not the upper bound of the current piped-gas 

market. It was stated that the importation of LNG should not be taken into 

account when considering the maximum price of piped-gas, on account of 

the fact that the importation of LNG does not form part of the South African 

piped-gas market.   

 

7.17 It was argued that a product has to form part of the relevant South African 

piped-gas market in order for it to be regarded as an appropriate 

benchmark for maximum gas prices. Reliance was placed on the following 

extracts by competition economist Willem H. Boshoff: 

A defence of market definition as a preliminary screen is helpful, but 

focuses attention away from the significant other benefit of a market 

definition exercise, namely that it identifies and ranks competitors of 

the firm under investigation. Competitor identification and ranking is 

very important, for the extent of substitution lies at the heart of what 

competition policy considers facilitating conditions for the exercise of 

market power. By treating market definition as a remnant of an old 

approach to antitrust, we forego a large chunk of information directly 

relevant to the effects-based approach. An effects-based approach 

requires the analyst to link supposedly anti-competitive behaviour with 

market effect and substitution patterns are crucial for this: anti-

                                                           

31 External customers refer to Sasol Gas’ piped-gas customers that do not form part of the Sasol 
Group 
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competitive behaviour requires the use of market power, which only 

exists in the absence of meaningful competitors. The market definition 

exercise therefore helps us to assess the feasibility and possible effect 

of anti-competitive strategies – the heart of an antitrust inquiry.32 

 

And 

We argue that market definition is an essential first step in a 

competition investigation, not only for the purposes of calculating 

market shares, but more importantly because it involves an analysis of 

substitutability. Substitution patterns are central in evaluating the 

competitive effects of a merger or of a particular business practice.33 

 
7.18 It was argued that it would be irrational, in regulating the prices of piped-

gas, to consider entrants in other markets, even adjacent markets or even 

to consider increases in the regulated price in order to encourage entry or 

facilitate investment in other markets. 

 

7.19 IGUA SA indicated that the LNG price that is determined by NERSA is too 

high, and provided an alternative LNG price that was calculated in a 

Western Cape Integrated Liquefied Gas Importation and Gas to Power 

Feasibility Study Report. According to the study report, the appropriate cost 

of LNG would be US$7.17/GJ (about R99.5/GJ).  

 

7.20 A trader also commented that LNG will not be available in the near future 

and that the current basket of fuels should be used as the upper bound in 

the determination of an appropriate maximum price. LPG was suggested 

as another alternative to LNG. 

 

7.21 Other traders simply agreed that the next gas molecule will be supplied as 

LNG. It was indicated that there is substantial excess LNG export capacity 

in the world, which could enable credible buyers to buy the commodity. It 

was added that Floating Regasification and Storage Unit (FSRU) 

                                                           

32 Paragraph 3.4 (2) of the IGUA SA submission 

33 Paragraph 3.4 (3) of the IGUA SA submission 
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technology is developing at a rapid pace such that purchasing or leasing 

of such is now commonplace. 

 

7.22 Transnet is currently considering plans for an LNG import terminal using 

an FSRU. It was also reported that the Total Group (in collaboration with 

Gigajoule and Matola Gas Company) is involved in a project for the 

importation of LNG through the Matola harbour. This involves investment 

in an FSRU and connection to the South African market. It was indicated 

that this project could come online as early as 2022, supplying significant 

volumes of natural gas to the South African market.  

 

7.23 It was further submitted that the Integrated Resource Plan (IRP) of  

October 2019 envisages an expanded role for gas in the generation of 

electricity going forward and the same IRP acknowledges that in the short 

term the natural gas will have to be imported. Gas will be part of the energy 

mix and the country will generate 1 000 MW from gas in 2023 and 2 000 

MW in 202734 although with a low load factor. The country will convert 

open-cycle gas plants that currently use diesel to run on gas. The IRP 2019 

acknowledges that gas for power projects will likely have to be imported. 

 

7.24 Another trader stated that its own investigations confirm that additional and 

new sources of gas will have to be imported and any local developments 

will only materialise in the long term. 

 

NERSA assessment on LNG as upper bound and the use of competitive 

benchmarks 

 

7.25 NERSA found that the supply of piped-gas in South Africa is constrained 

and that the relevant gas markets are immature. At the same time NERSA 

is cognisant that it has to set a maximum price that reflects the economic 

value of piped-gas, and that mimics the outcome of a competitive market. 

As a first step in this process, NERSA has estimated the economic surplus 

that is prevailing in the market, with the view to allocate the surplus 

                                                           

34 Integrated Resource Plan 2019 – pg. 42 (Table 5) 
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between producers and consumers of piped-gas in a fair manner. Such 

economic surplus will be the difference between the consumers’ 

willingness to pay and the producers’ costs of supply. This is the context of 

establishing the costs of the marginal supplier into the market. 

 

7.26 NERSA agrees that LNG imports are currently not part of the current piped-

gas markets in South Africa, on account of various factors, including the 

following: 

  
(i) Some actual prices charged by Sasol Gas are significantly lower 

than the estimated costs of LNG imports, such that gas customers 

would not switch from their current gas source to LNG in response 

to a small but significant and non-transitory increase in price 

(SSNIP) of 5% to 10%.  

 

(ii) LNG is not currently available to South African customers, on 

account that the relevant infrastructure to supply same to customers 

is not yet in place. As such, even if the prices of current piped-gas 

and LNG imports were similar, customers would currently not be 

able to switch to or substitute their current piped-gas supplies with 

LNG. However, indications are that there are numerous plans 

underway to erect the infrastructure to supply bulk LNG imports to 

customers, and NERSA has already received a licence application 

for the import and supply of small-scale LNG to South African 

customers.  As such, although it may not be available immediately, 

indications are that LNG is likely to be the next source of gas for 

South African customers that will serve to supplement existing 

supplies, and eventually replace such supplies once they are 

depleted. 

 

7.27 It is NERSA’s view that a product does not have to form part of the relevant 

South African piped-gas markets in order for it to be regarded as an 

appropriate benchmark for maximum gas prices, unless the rival-firm-as-
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a-benchmarking method35, which is but one of a number of recognised 

competitive price benchmarking methods, is used to set maximum prices 

for piped-gas. 

 

7.28 A key criticism to the use of a rival firm’s price as a benchmarking method 

in excessive pricing cases is that the presence of competitors might 

suggest that the market is subject to competitive constraints, which is 

considered an important requirement for intervention in excessive pricing 

cases.36 This is even more so in the case of NERSA’s task of setting 

maximum prices to mitigate for the lack of competition in the relevant piped-

gas markets, where NERSA only has a mandate to set such prices when 

there is inadequate competition in the relevant piped-gas markets.   

 

7.29 In the current instance, therefore, the rival-firm price benchmarking method 

is not suggested as an appropriate measure to set maximum prices or 

profits for piped-gas in South Africa, as there are no equally efficient 

competitors to Sasol Gas in the relevant piped-gas markets to benchmark 

against. If there were competitors, then this would suggest that the relevant 

piped-gas market is subject to sufficient competitive constraints. However, 

as set out in the 2019 adequacy of competition determination, there are no 

competitors.  

 

7.30 Rather, NERSA will look to other recognised price benchmarking methods 

to guide it in determining an appropriate maximum price for piped-gas in 

South Africa.  The other recognised benchmarks that have been suggested 

in the economic literature, and used by the courts in excessive pricing 

cases to determine the economic value of a product include (i) 

comparisons of prices charged by the same firm across customers or 

geographical markets (also known as discrimination benchmarks); (ii) price 

                                                           

35 This benchmarking method entails setting the price of the relevant product to be regulated with reference 
to the prices of competing products.  In excessive pricing cases, the benchmarking method entails a 
comparison of the prices charged by the dominant firm with those charged by its competitors.  The cases of 
General Motors (Case 26/75 General Motors Continental v Commission [1975] ECR 1367) and United 
Brands (United Brands v. Commission [1978] ECR 207) are leading examples where this method was put 
into place. 

36 See Geradin, The Necessary Limits to the Control of “Excessive” Prices by Competition Authorities - A 
View from Europe, 13.   
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comparisons by the same firm over time; (iii) cost-plus reasonable profit 

margin benchmarks; and (iv) competitive market price comparisons.37 

 

7.31 In this regard, the discrimination benchmark cannot practically be used by 

NERSA to set maximum prices of gas, as none of the relevant markets in 

which the irrefutably dominant supplier of gas is active are regarded as 

competitive. As such, there is no relevant price discrimination benchmark 

that can be used to guide NERSA in setting maximum piped-gas prices in 

South Africa. 

 

7.32 The historical price benchmark can also not practically be used by NERSA 

to set maximum prices of gas. This is because NERSA is currently 

reviewing the maximum price methodology for a number of reasons, 

including, inter alia, criticism regarding the inclusion of electricity prices in 

the price formula, while such prices are not competitive. The other criticism 

is that the driver of the prices of alternative energy sources in the current 

methodology is not the same market as that of natural gas. Thus, setting 

maximum prices on the basis of the historical maximum prices would not 

serve the purpose of reviewing the current maximum price methodology.38   

 

7.33 In addition, the cost-plus reasonable profit approach is a useful first step in 

calculating the economic surplus, and in determining what the profit margin 

of a relevant supplier is as a screening exercise in excessive pricing cases. 

However, the economic literature recognises that this method is fraught 

with difficulties in determining a profit margin that is fair – i.e. that would 

mimic profit margins that would be prevalent under competitive conditions 

                                                           

37 See O’Donoghue and Padilla, The Law and Economics of Article 102 TFEU, 748; Miguel de la Mano, 

Renato Nazzini, and Hans Zenger, “Article 102,” 519–22; Damien Geradin, Anne Layne-Farrar, and Nicolas 
Petit, EU Competition Law and Economics (Oxford, U.K: Oxford University Press, 2012), 276–80; Massimo  
Motta and Alexandre de Streel, “Excessive Pricing and Price Squeeze under EU Law,” in European 
Competition Law Annual 2003: What is an Abuse of a Dominant Position, ed. Claus-Dieter Ehlermann and 
Isabela Atanasiu (Oxford; Portland, Ore.: Hart Publishing, 2006), 93–104; Roberts, “Assessing Excessive 
Pricing”, Omar Vasquez Duque, “Excessive Pricing: A view from Chile”, University of Oxford Centre for 
Competition Law and Policy, Working Paper CCLP(L) 41, 2015   

38 It is nevertheless useful to note that all the options for setting maximum prices set out in the consultation 
document will lead to maximum prices that are significantly lower than those set under the basket of 
alternatives approach. 
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– and that would allocate the economic surplus between 

producers/suppliers and consumers of gas in a fair manner. 39  

 

7.34 Therefore, and in line with the practice internationally in countries such as 

China, it is prudent for NERSA to consider using competitive benchmarks 

internationally40 to guide it in setting maximum prices or profit margins that 

would be considered to be fair, and allocate the economic surplus between 

producers/suppliers and consumers of gas in a fair manner. This would 

entail the identification of appropriate benchmark price(s) or profit margins 

that would reflect price levels or profit margins obtained in other 

geographical markets where strong rivalry exists between suppliers.   

 

7.35 The competitive market price benchmarking approach has recently been 

used in the European Commission’s (EC) 2018 investigation that sought to 

assess whether Gazprom had charged excessive prices for the supply of 

gas to five central and eastern European countries, namely Bulgaria, 

Estonia, Latvia, Lithuania and Poland (the Gazprom case).41 In this case, 

the EC first used the price/cost test as a screening step to establish that 

Gazprom’s prices net of export duties in the five countries exceeded its 

costs by a large margin (an average of 170%). Thereafter, EC used the 

geographic price benchmark approach to determine whether these prices 

were unfair.   

 

7.36 Specifically, the EC compared Gazprom’s long-term contract prices in the 

five CEE countries with Western European hubs such as the Dutch TTF 

hub and German NCG hub ‘front month’ forward prices. The EC found that 

Gazprom’s long-term contract prices in all five CEE countries had 

significantly and persistently exceeded both hub prices by between 22% 

                                                           

39 Damien Geradin, The Necessary Limits to the Control of “Excessive” Prices by Competition Authorities - A View from 
Europe, SSRN Scholarly Paper (Rochester, NY, 2007), pages 9 and 10,  Omar Vasquez Duque, “Excessive Pricing: A 
view from Chile”, University of Oxford Centre for Competition Law and Policy, Working Paper CCLP(L) 41, 2015, pages 
10 and 14, David S. Evans and A. Jorge Padilla, “Excessive Prices: Using Economics to Define Administrable Legal Rules,” 
Jnl of Competition Law & Economics 1, no. 1 (2005), page 5.   

40 In excessive pricing cases such as the United Brands case, this method is used by comparing the prices 
of the dominant firm with those of other firms that operate in different geographic markets where those 
markets are characterized by effective competition in the long run.   

41 CASE AT.39816 – Upstream gas supplies in Central and Easter Europe 
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and 40% over the period 2009 – 2014. The EC considered these 

differences to be indicative of unfair prices.42     

 

7.37 After the EC’s intervention, prices for the supply of gas to these countries 

were effectively reduced to prices prevailing in ‘competitive Continental 

Western European gas markets’, with an explicit reference to ‘liquid gas 

hubs in continental Europe’.43 The EC further noted that this remedy would 

ensure that gas prices in the five CEE countries are closely linked to prices 

that are formed in parts of the EU where other sources of gas are available 

and prices are competitive.4445 

 
7.38 In the consultation document, it was proposed that LNG prices be used to 

determine the willingness of customers to pay by determining where the 

next source of gas would come from to supplement existing gas supplies, 

and to eventually replace them when the current source of gas becomes 

depleted, rather than to substitute for current gas supplies in South Africa. 

Most stakeholders were in agreement that the next source of gas would 

come from LNG. 

 

7.39 Moreover, and by way of clarification it should be noted that the gas prices 

discovered at competitive hubs, such as the Dutch TTF and US HH as 

stated in the consultation document are not LNG prices. Rather, these are 

prices for natural gas that can be purchased on the spot market, and these 

prices are discovered through competitive forces of supply and demand. 

LNG, as with piped-gas, merely refers to the method/form in which natural 

gas is transported to customers. The prices discovered through competitive 

                                                           

42 CASE AT.39816 – Upstream gas supplies in Central and Easter Europe, paragraph 73 

43 CASE AT.39816 – Upstream gas supplies in Central and Easter Europe, paragraphs 152-157 

44 https://ec.europa.eu/commission/presscorner/detail/en/MEMO_17_546 
45 It is noteworthy that, over the relevant period during which Gazprom’s anticompetitive conduct investigated 

by the EU in this matter persisted (2004 – 2014) the market structures of the gas markets in the five CEE 

countries exhibited similarities to the South African piped-gas markets.  In particular, in spite of being part of 

the EU, the five CEE countries were largely isolated from gas supplies in the rest of the EU due to the 

unavailability of gas infrastructure and a lack of interconnection agreements with neighbouring countries, 

particularly prior to the opening of a liquefied gas terminal in Lithuania at the end of 2014. 
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forces of supply and demand at the Dutch TTF and US HH are prices of 

natural gas molecules, which can be delivered either in gaseous form 

through pipelines, shipped in liquid form (LNG), or transported in 

compressed form (CNG). 

 

7.40 NERSA notes the comments by stakeholders indicating that indeed LNG 

would be the next source of gas. However, the dispute is whether the LNG 

would be the upper bound of the piped-gas market, thus reflecting 

customers’ willingness to pay. The above paragraphs adequately address 

this aspect and show that the marginal supplier of piped-gas would be an 

LNG importer. NERSA acknowledges comments from stakeholders that 

recent the Government Policy, in the form of the October 2019 IRP includes 

gas to power electricity generation and allocates 1 000 MW for this purpose 

by 2023.  

 

7.41 In conclusion, NERSA will use LNG as the upper bounds in the 

determination of an appropriate method to calculate a maximum price for 

approval for applicants. NERSA will use the JKM marker to establish this 

LNG price. The maximum price that NERSA will establish will have to lie 

somewhere between the costs of the gas supplier and this upper bound of 

the market. 

 

8. DETERMINING THE PIPED-GAS TRADING COSTS 

 
8.1 To approve the trading costs component, NERSA will reference the Tariff 

Guidelines as the elements that ought to be included. The trading costs are 

similar to those used in determining tariffs. 

 

8.2 An opportunity cost (%) will also be calculated in nominal terms. A nominal 

Weighted Average Cost of Capital (WACC) of the trader will be used in 

calculating the opportunity cost of the trading activity. The WACC will be 

applied to the sum of Trading RAB of that trader plus Working Capital. 

 
8.3 The nominal WACC will be calculated as prescribed in the Appendix to the 

methodology. 
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8.4 The formula for the trading cost will be as follows:  

 

 

Allowable Revenue     = (Trading Assets + Working Capital) * WACC + OPEX + TAX + C 

 

 

8.5 To be billed to customers as a trading cost per Giga Joule as follows:  

Trading Costs in ZAR Gigajoule = Allowable Revenue/VOLUME. 
 

8.6 The formula shows that trading assets and a working capital will receive a 

nominal WACC. To eliminate the problem whereby the gas molecule may 

be rewarded twice, i.e. in order to eliminate double counting, the cost of 

sales figure will be excluded from calculating trading costs as the profit for 

that limb of the gas price is estimated using a competitive benchmark that 

is shown in earlier paragraphs. 

 

8.7 Stakeholders commented that they would prefer that this leg of the 

maximum price be determined separately from the molecule. NERSA will, 

however, not approve trading costs separately as these are one part of the 

maximum price. 

 
9. DATA SOURCES 

 
9.1 In order to provide certainty and predictability, the following data source will 

be used for the various elements in the formula for the determination of 

maximum price of piped-gas energy.  

 

Table 3: Sources of Data  

Variable element Source of data 

a) Prices of Henry Hub, TTF and Japan Gas 

Prices 

World Bank Commodity Prices Publication 

‘Pink Data’ sheet 

b) NBP Bloomberg 

c) JKM Platts, Australian Competition and 

Consumer Commission 

d) Inputs for Weighted Average Cost of 

Capital (WACC) for Trading cost 

Approved data sources for Tariff Guidelines 

published on NERSA website 

e) Financial information to determine piped-

gas trading service margin 

As prescribed by the Regulatory Reporting 

Manuals vol. 3 
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Variable element Source of data 

f) Exchange rates 
South African Reserve Bank 

- Historical exchange rates (monthly mean) 

South African Revenue Service (SARS) 

 

10. NEW ENTRANTS AND THIRD-PARTY TRADERS 

 

10.1 Third-party traders (referring to those that purchase gas from other traders 

in the market) provided comments to the proposal in the consultation 

document where it is stated that the pricing of traders that purchase gas 

from other traders will take into account regulation 4(13) of the Piped Gas 

Regulations. This regulation states that when ownership of gas changes, 

the price of gas in the new owner’s hands refers to the price of gas from 

the seller plus any pass-through costs already levied.  

 

10.2 This means that traders will only add their trading cost to the total charges 

levied by Sasol Gas. The calculated trading cost will also account for their 

producer surplus. The proposal to calculate the surplus was the difference 

between the third-party traders’ purchase price and the upper bounds of 

the gas market (LNG price) will be shared between these traders and their 

customers. That is a trader’s profit will be increased by 50% of the 

difference between its costs and the upper bounds of the gas market. The 

trader will also calculate its trading costs and add these to its molecule 

price.  

 

Stakeholder comments 

 

10.3 Third-party traders provided extensive comments on the proposal 

contained. Firstly, it was highlighted that Sasol Gas is the dominant 

integrated firm and there are no alternative suppliers to Sasol Gas. Traders 

are limited in their ability to compete against Sasol Gas. They are 

effectively captive customers as they cannot legitimately threaten Sasol 

Gas with switching to an alternative supplier as there are no alternatives. 
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10.4 The traders stated that the Constitutional Court judgement was against a 

specific applicant being Sasol Gas and that the methodology was not set 

aside. It was indicated that the principles set out in the judgement apply to 

Sasol Gas and any other licensee that occupies the same position as Sasol 

Gas. A section in the Constitutional Court judgment states that the existing 

basket of alternatives approach, albeit ‘somewhat arbitrary’, may be 

rationally related to a potential competitive price in the piped-gas market. 

 
10.5 It was stated that it is not the Methodology that was criticised by the court 

but its application to Sasol Gas by NERSA. 

 
10.6 It was highlighted that the proposal, as articulated in the consultation 

document, is unlawful as it does not promote competition. 

 
10.7 It was stated that the proposal in the consultation document to allocate 50% 

of the economic surplus to traders, will have the result of customers 

receiving more than a fair share of the surplus. The context provided is that 

only a miniscule of the volumes can be sold at the maximum price. Criticism 

was also levelled at the theoretic determination of the economic surplus. 

 
10.8 Comments were also received that the proposed methodologies do not 

address the Sasol Gas monopoly in the separate market of trading to other 

traders. It was reported that traders buy gas on the same basis as large 

end-user customers (with the exception of a limited discount by way of a 

trading cost). It was reported that there is insufficient margin from the gas 

supplier and the trader to make trading to large customers worthwhile. 

 
10.9 The proposal was deemed not clear as to how actual LNG imports and 

notional LNG pricing will be used to determine maximum prices. It was 

reported that the proposed regulatory approach for third-party traders will 

only be efficient for an interim period until LNG actually flows into the piped-

gas network. 

 
10.10 A detailed analysis on the preferred approach  for the cost of the marginal 

supplier into the South African market, was also provided. It was indicated 

that if LNG is to be adopted, then it has to include all the various costing 
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scenarios, including shipping costs and regasification costs for each of the 

South African ports. 

 
10.11 It was further highlighted that traders are thus not in favour of the 

methodology suggested, as the determination of the surplus would be 

subjective.  

 
10.12 It was highlighted that the adjustment of Sasol’s actual price is aligned with 

the adjustment of the maximum price, traders will need to revise their 

maximum price escalation to account for revisions that Sasol Gas may 

make to its actual price mechanism. It was suggested that NERSA ought 

to change the maximum price determination for traders and base it on the 

import parity LNG price. 

 
10.13 It was mentioned that the proposals ultimately benefit smaller customers. 

The impact on traders will be a reduced ability to provide differentiated 

pricing to customers, which will impinge on the development of new 

markets. It was further stated that smaller customers are supplied at a 

greater credit risk to traders and impose a higher cost of service per GJ 

than larger customers, justifying higher pricing than that charged to larger 

customers. 

 

NERSA assessment 
 

10.14  NERSA assessed the comments from third-party traders. NERSA agrees 

that traders do not have an alternative supplier of natural gas. NERSA also 

agrees that the methodology was not set aside, but NERSA’s decision on 

the Sasol Gas maximum price was set aside. However, the current 

methodology that was approved in October 2011 contains a clause that 

provides for the review of the methodology after five years of 

implementation. This period has lapsed, hence NERSA is reviewing its 

methodology. 

 

10.15 NERSA noted the concern that the calculation of a 50% surplus would be 

subjective and has adopted the recommendation of the traders to use an 

international benchmark as well. Traders will still be required to submit their 
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costs of gas as per regulation 4(13) of the Piped Gas Regulations.  

However, NERSA decided to place a second option into the methodology 

to address these issues and it is the pass through of costs. 

A. PASS THROUGH OF COSTS 

 

10.16 The pass through of costs will be used by third-party traders and by 

importers of LNG.  

 

10.17 The pricing of traders that purchase gas from other traders will take into 

account regulation 4(13) of the Piped-Gas Regulations. This regulation 

states that when ownership of gas changes, the price of gas in the new 

owner’s hands refers to the price of gas from the seller plus any pass-

through costs already levied.  

 
10.18 Therefore, traders will only add a reasonable profit plus their trading costs 

to the total charges levied by their supplier. The main issue to be 

established is what such a reasonable profit ought to be. As such, NERSA 

is also proposing the use of a benchmark, being the Japan Korea Marker 

(JKM) Platts price. This price becomes the maximum price of third-party 

traders that purchase gas from the importers of gas in the current period. 

The use of such a landed JKM price would be a reasonable way of 

estimating a reasonable profit for such third-party traders. 

 
10.19 NERSA proposes that a shipping cost be added to this JKM price for the 

gas molecule to arrive at a landed price. Other charges, such as 

regasification tariffs, will be added separately to the price of the gas 

molecule. Thus a benchmark will be used in conjunction with the cost-plus 

approach to establish appropriate profit margins when determining the 

maximum gas prices of third-party traders. 

 
10.20 The importer of LNG would also use the JKM price as its maximum price 

and add its actual shipping and transportation costs, as well as eventually 

add all the other pass-through tariffs. The maximum price becomes the 

JKM. In addition, the importer of gas and third-party traders will add their 

trading costs that are calculated as shown in this methodology. 
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11. CONCLUSION 

 

11.1 On 15 April 2020, the Energy Regulator approved the Methodology to 

Approve Maximum Prices of Piped-Gas in South Africa. 

 

11.2 The Methodology to Approve Maximum Prices in South Africa is 

appropriate and complies with legislative and regulatory requirements. 

 



Annex HH - Certificate of Acquaintance with conditions of contract with TNPA 

 

NAME OF ENTITY: ___________________________________ 

We 

_____________________________________________________________________ 

do hereby certify that we are aware that any Bid Response submitted which is suspicious 

will be reported to the Competition Commission for investigation by the Commission and 

the possible imposition of administrative penalties in terms of section 59 of the 

Competition Act and may be reported to the National Prosecuting Authority for a criminal 

investigation and/or be restricted from conducting business with the public sector in 

terms of the Prevention of Combating of Corrupt Activities Act No. 12 of 2004. 

SIGNED at ___________________________ on this _____ day of 

___________________20___ 

  

 

_____________________________             ___________________________ 

SIGNATURE OF WITNESS    SIGNATURE OF BIDDER 
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͞ŵĂƐƚĞƌ͟�ŵĞĂŶƐ�ĂŶǇ�ƉĞƌƐŽŶ͕�ŽƚŚĞƌ�ƚŚĂŶ�Ă�ƉŝůŽƚ͕�ŚĂǀŝŶŐ�ĐŚĂƌŐĞ�Žƌ�ĐŽŵŵĂŶĚ�ŽĨ�Ă�ǀĞƐƐĞů�Žƌ�
ƉůĞĂƐƵƌĞ�ǀĞƐƐĞů͘ 
 

͞/^K�ĐŽŶƚĂŝŶĞƌ͟�ŵĞĂŶƐ�Ă�ĨƌĞŝŐŚƚ�ĐŽŶƚĂŝŶĞƌ�ǁŝƚŚ�ƚŚĞ�ƐƉĞĐŝĮĐĂƟŽŶƐ�ƉƌĞƐĐƌŝďĞĚ�ďǇ�ƚŚĞ�/ŶƚĞƌͲ
ŶĂƟŽŶĂů�KƌŐĂŶŝǌĂƟŽŶ�ĨŽƌ�^ƚĂŶĚĂƌĚŝƐĂƟŽŶ͘ 
 

͞ŽǁŶĞƌ͟�ŵĞĂŶƐ�ĂŶǇ�ƉĞƌƐŽŶ�ƚŽ�ǁŚŽŵ�Ă�ǀĞƐƐĞů�Žƌ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞů�Žƌ�Ă�ƐŚĂƌĞ�ŝŶ�Ă�ǀĞƐƐĞů�Žƌ�
ƉůĞĂƐƵƌĞ�ǀĞƐƐĞů�ďĞůŽŶŐƐ�Žƌ�ĂŶǇ�ŽƚŚĞƌ�ŽƌŐĂŶŝƐĂƟŽŶ�Žƌ�ƉĞƌƐŽŶ͕�ƐƵĐŚ�ĂƐ�ƚŚĞ�ŵĂŶĂŐĞƌ�Žƌ�ĐŚĂƌͲ
ƚĞƌĞƌ͕�ǁŚŽ�ŚĂƐ�ĂƐƐƵŵĞĚ�ƚŚĞ�ƌĞƐƉŽŶƐŝďŝůŝƚǇ�ĨŽƌ�ƚŚĞ�ŽƉĞƌĂƟŽŶ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů�Žƌ�ƉůĞĂƐƵƌĞ�ǀĞƐͲ
ƐĞů�ĨƌŽŵ�ƚŚĞ�ŽǁŶĞƌ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů�Žƌ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞů͘ 
 

͞ƉĂƐƐĞŶŐĞƌ͟�ŵĞĂŶƐ�ĂŶǇ�ƉĞƌƐŽŶ�ĐĂƌƌŝĞĚ�ŝŶ�Ă�ǀĞƐƐĞů͕�ĞǆĐĞƉƚ͗ 
ŝͿ Ă�ƉĞƌƐŽŶ�ĞŵƉůŽǇĞĚ�Žƌ�ĞŶŐĂŐĞĚ�ŝŶ�ĂŶǇ�ĐĂƉĂĐŝƚǇ�ŽŶ�ďŽĂƌĚ�Ă�ǀĞƐƐĞů�ŽŶ�ƚŚĞ�ďƵƐŝŶĞƐƐ�

ŽĨ�ƚŚĞ�ǀĞƐƐĞů͖ 
ŝŝͿ Ă�ƉĞƌƐŽŶ�ŽŶ�ďŽĂƌĚ�ƚŚĞ�ǀĞƐƐĞů�ĞŝƚŚĞƌ� ŝŶ�ƉƵƌƐƵĂŶĐĞ�ŽĨ�ƚŚĞ�ŽďůŝŐĂƟŽŶ� ůĂŝĚ�ƵƉŽŶ�ƚŚĞ�

ŵĂƐƚĞƌ�ƚŽ�ĐĂƌƌǇ�ƐŚŝƉǁƌĞĐŬĞĚ͕�ĚŝƐƚƌĞƐƐĞĚ�Žƌ�ŽƚŚĞƌ�ƉĞƌƐŽŶƐ�Žƌ�ďǇ�ƌĞĂƐŽŶ�ŽĨ�ĂŶǇ�ĐŝƌͲ
ĐƵŵƐƚĂŶĐĞ�ƚŚĂƚ�ŶĞŝƚŚĞƌ�ƚŚĞ�ŵĂƐƚĞƌ�ŶŽƌ�ƚŚĞ�ŽǁŶĞƌ�ŶŽƌ�ƚŚĞ�ĐŚĂƌƚĞƌĞƌ�;ŝĨ�ĂŶǇͿ�ĐŽƵůĚ�
ŚĂǀĞ�ƉƌĞǀĞŶƚĞĚ͖�ĂŶĚ 

ŝŝŝͿ Ă�ĐŚŝůĚ�ƵŶĚĞƌ�ŽŶĞ�ǇĞĂƌ�ŽĨ�ĂŐĞ͘ 
 

͞ĂƌĞĂ�ŽĨ�ũƵƌŝƐĚŝĐƟŽŶ͟�ŵĞĂŶƐ�ƚŚĞ�ĂƌĞĂ�ǁŝƚŚŝŶ�ǁŚŝĐŚ�dƌĂŶƐŶĞƚ�ŚĂƐ�ũƵƌŝƐĚŝĐƟŽŶ�Ăƚ�ƚŚĞ�ƌĞƐƉĞĐͲ
ƟǀĞ�ƉŽƌƚƐ�ĂƐ�ĂƉƉĞĂƌŝŶŐ�ŝŶ�ƚŚĞ�WŽƌƚ�ZĞŐƵůĂƟŽŶƐ͘ 
 

͞WŽƌƚ�ZĞŐƵůĂƟŽŶƐ͟�ŵĞĂŶƐ�ƚŚĞ�ZĞŐƵůĂƟŽŶƐ�ƚŚĂƚ�ƚŚĞ�DŝŶŝƐƚĞƌ�ŽĨ�dƌĂŶƐƉŽƌƚ�ƉƌŽŵƵůŐĂƚĞĚ�ŝŶ�
ƚŚĞ�'ŽǀĞƌŶŵĞŶƚ�'ĂǌĞƩĞ͕�Ϯϯ�EŽǀĞŵďĞƌ�ϮϬϬϳ͘ 
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͞WŽƌƚ� ZƵůĞƐ͟� ĂƌĞ�ƚŚĞ�ƌƵůĞƐ�ƚŚĂƚ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ŵĂǇ͕�ǁŝƚŚ�ƚŚĞ�ĂƉƉƌŽǀĂů�ŽĨ� ƚŚĞ�DŝŶŝƐƚĞƌ�ŽĨ�
dƌĂŶƐƉŽƌƚ͕�ĂĚŽƉƚ�ŝŶ�ƚĞƌŵƐ�ŽĨ�^ĞĐƟŽŶ�ϴϬ;ϮͿ�ŽĨ�ƚŚĞ��Đƚ͘ 
 

͞ZĞƉƵďůŝĐ͟�ŵĞĂŶƐ�ƚŚĞ�ZĞƉƵďůŝĐ�ŽĨ�^ŽƵƚŚ��ĨƌŝĐĂ͘ 
 

͞ZĞǀĞŶƵĞ�KĸĐĞ͟�ŵĞĂŶƐ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͛Ɛ�ZĞǀĞŶƵĞ�KĸĐĞ͘ 
 

͞^�D^�͟�ŵĞĂŶƐ� ƚŚĞ� ^ŽƵƚŚ� �ĨƌŝĐĂŶ�DĂƌŝƟŵĞ� ^ĂĨĞƚǇ� �ƵƚŚŽƌŝƚǇ͕� ĞƐƚĂďůŝƐŚĞĚ� ĂƐ� Ă� ũƵƌŝƐƟĐ�
ƉĞƌƐŽŶ�ďǇ�ǀŝƌƚƵĞ�ŽĨ�ƐĞĐƟŽŶ�Ϯ;ϭͿ�ŽĨ�ƚŚĞ�^ŽƵƚŚ��ĨƌŝĐĂŶ�DĂƌŝƟŵĞ�^ĂĨĞƚǇ��ƵƚŚŽƌŝƚǇ��Đƚ�EŽ͘�ϱ�
ŽĨ�ϭϵϵϴ͘ 
 

͞ƐŚŝŌ͟�ŵĞĂŶƐ� ƚŚĞ� ŵŽǀĞŵĞŶƚ� ŽĨ� Ă� ǀĞƐƐĞů� ĨƌŽŵ� ŽŶĞ� ƉůĂĐĞ� ŝŶ� ƚŚĞ� ƉŽƌƚ� ƚŽ� ĂŶŽƚŚĞƌ͕� ĂŶĚ�
͞ƐŚŝŌŝŶŐ͟�ďĞĂƌƐ�Ă�ĐŽƌƌĞƐƉŽŶĚŝŶŐ�ŵĞĂŶŝŶŐ͘ 
 

͞ƐŵĂůů�ǀĞƐƐĞů͟�ŵĞĂŶƐ�Ă�ĐŽŵŵĞƌĐŝĂů�ƐŵĂůů�ǀĞƐƐĞů�ƚŚĂƚ͗ 
ŝͿ ŝƐ�ƌĞŐŝƐƚĞƌĞĚ�ŝŶ�ƚŚĞ�ZĞƉƵďůŝĐ͖ 
ŝŝͿ ůŝĞƐ�ŝŶ͕�ŝƐ�ƵƐĞĚ�ŝŶ�Žƌ�ŽƉĞƌĂƚĞƐ�ĨƌŽŵ�Ă�ƉŽƌƚ͖�ĂŶĚ 
ŝŝŝͿ ŝŶĐůƵĚĞƐ�Ă�ƚƵŐ͕�ĮƐŚŝŶŐ�ǀĞƐƐĞů͕�ůĂƵŶĐŚ͕�ďĂƌŐĞ͕�ůŝŐŚƚĞƌ͕�ƌŽǁŝŶŐ�ďŽĂƚ͕�ƐŬŝ�ďŽĂƚ͕�ƐĂŝůŝŶŐ�

ďŽĂƚ͕�ǇĂĐŚƚ�Žƌ�ƐŝŵŝůĂƌ�ǀĞƐƐĞů͕�Žƌ�Ă�ŚƵůŬ�ŽĨ�ĂŶǇ�ŽĨ�ƚŚĞ�ǀĞƐƐĞůƐ�ĞŶƵŵĞƌĂƚĞĚ͕�ďƵƚ�ĞǆͲ
ĐůƵĚĞƐ�Ă�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞů͘ 

 

͞ƚĂŶŬĞƌ͟�ŵĞĂŶƐ�Ă�ǀĞƐƐĞů�ĚĞƐŝŐŶĞĚ�ƚŽ�ĐĂƌƌǇ� ůŝƋƵŝĚ�ĐĂƌŐŽ� ŝŶ�ďƵůŬ͕� ŝŶĐůƵĚŝŶŐ�Ă�ĐŽŵďŝŶĂƟŽŶ�
ĐĂƌƌŝĞƌ�ďĞŝŶŐ�ƵƐĞĚ�ĨŽƌ�ƚŚŝƐ�ƉƵƌƉŽƐĞ͘ 
 

͞dĂƌŝī��ŽŽŬ͟�ŵĞĂŶƐ�ƚŚĞ�dĂƌŝī��ŽŽŬ�ĐŽŶƚĞŵƉůĂƚĞĚ�ŝŶ�ƐĞĐƟŽŶ�ϳϮ�ŽĨ�ƚŚĞ��Đƚ͘ 
 

͞dƌĂŶƐŚŝƉŵĞŶƚ͟�ŵĞĂŶƐ�ĂŶ�ĂĐƚ�ŽĨ�Žī-ůŽĂĚŝŶŐ� ĐĂƌŐŽ� ĨƌŽŵ�ŽŶĞ� ƐŚŝƉ� ;ŐĞŶĞƌĂůůǇ� Ăƚ� ƚŚĞ�ŚƵď�
ƉŽƌƚͿ�ĂŶĚ�ůŽĂĚŝŶŐ�ŝƚ�ŽŶƚŽ�ĂŶŽƚŚĞƌ�ƐŚŝƉ�ƚŽ�ďĞ�ĨƵƚŚĞƌ�ĐĂƌƌŝĞĚ�ƚŽ�ƚŚĞ�ĮŶĂů�ƉŽƌƚ�ŽĨ�ĚŝƐĐŚĂƌŐĞ�
ŽƵƚƐŝĚĞ�^��ƉŽƌƚƐ͘ 
 

͞dƌĂŶƐŶĞƚ͟�ŵĞĂŶƐ�dƌĂŶƐŶĞƚ�^K�;>ƚĚͿ�ƌĞŐŝƐƚƌĂƟŽŶ�EŽ͘�ϭϵϵϬͬϬϬϵϬϬͬϯϬ͘ 
 

͞hŶŝƚ�ŽĨ�ƚŽŶŶĂŐĞ͟�ŵĞĂŶƐ 
ϭ�ŵĞƚƌŝĐ�ƚŽŶ�;ϭ�ϬϬϬ�ŬŐͿ͕�ƐƵďũĞĐƚ�ƚŽ�Ă�ŵŝŶŝŵƵŵ�ŽĨ�ϭ�ƚŽŶ͕�ĞǆĐĞƉƚ�ĨŽƌ�ƚŚĞ�ĨŽůůŽǁŝŶŐ͗ 
 

· ��ǀĞŚŝĐůĞ�ŝƐ�Ă�ƉƵƌƉŽƐĞůǇ�ďƵŝůƚ�ŵŽďŝůĞ�ŵĂĐŚŝŶĞ�ŽŶ�ǁŚĞĞůƐͬƚƌĂĐŬƐ�ƚŚĂƚ�ŝƐ�ĐĂƉĂďůĞ�ŽĨ�ďĞͲ
ŝŶŐ� ƐƚĞĞƌĞĚͬĚƌŝǀĞŶͬƚŽǁĞĚ� ;/ŶĐůƵĚŝŶŐ� ǁĂŐŽŶƐ͕� ďŝĐǇĐůĞƐ͕� ŵŽƚŽƌ� ǀĞŚŝĐůĞƐ͕� ŵŽƚŽƌĐǇĐůĞƐ͕�
ĐĂƌƐ͕�ƚƌƵĐŬƐ͕�ďƵƐĞƐ͕�ƌĂŝůĞĚ�ǀĞŚŝĐůĞƐ͕�ůŽĐŽŵŽƟǀĞƐ͕�ƚĂŵƉŝŶŐ�ŵĂĐŚŝŶĞƐͿ͕�tĂƚĞƌĐƌĂŌ�;ƐŚŝƉƐ͕�
ďŽĂƚƐͿ͕��ŝƌĐƌĂŌ�;ŚĞůŝĐŽƉƚĞƌƐ�ĂŶĚ�ƐƉĂĐĞĐƌĂŌͿ͘ 

 

· �ƵůŬ�ůŝƋƵŝĚƐ�с�ϭ�ŬŝůŽůŝƚƌĞ 
 

· dŚĞ�ŵĞƚƌŝĐ�ƚŽŶŶĂŐĞ�ĨŽƌ�ƚĂƌŝĸŶŐ�ƉƵƌƉŽƐĞƐ�ŽĨ�ĐĂƌŐŽ�ĚƵĞƐ�ƐŚĂůů�ŝŶĐůƵĚĞ�Ăůů�ƉĂĐŬĂŐŝŶŐ�ŝ͘Ğ͘�
ŵĂƐƐ�ŽĨ�ĐĂƌŐŽ͕�ĐĂƐĞƐ͕�ƉĂůůĞƚƐ͕�ďĂŐƐ�ĞƚĐ͘ 
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͞ǀĞƐƐĞů͟�ŵĞĂŶƐ�ĂŶǇ�ǁĂƚĞƌ-ŶĂǀŝŐĂďůĞ�ǀĞƐƐĞů�Žƌ�ƐƚƌƵĐƚƵƌĞ�ĂŶĚ�ŝŶĐůƵĚĞƐ�Ă�ƉĂƐƐĞŶŐĞƌ�ǀĞƐƐĞů͕�
ƐŚŝƉ͕�ƐĞĂƉůĂŶĞ͕�ƐŵĂůů�ǀĞƐƐĞů�ĂŶĚ�Ă�ŶŽŶ-ĚŝƐƉůĂĐĞŵĞŶƚ�ǀĞƐƐĞů͕�ďƵƚ�ĞǆĐůƵĚĞƐ�Ă�ƉůĞĂƐƵƌĞ�ǀĞƐͲ
ƐĞů͕�ƚŽ�ǁŚŝĐŚ�WĂƌƚ���ŽĨ��ŚĂƉƚĞƌ�Ϯ�ĂƉƉůŝĞƐ͘ 
 
͞ǀĞƐƐĞů�ĂŐĞŶƚ͟�ŵĞĂŶƐ�ƚŚĞ�ĂŐĞŶƚ�Žƌ�ŽǁŶĞƌ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů͘ 
 
͞ǀĞƐƐĞů� ŝŶ� ŶĞĞĚ� ŽĨ� ĂƐƐŝƐƚĂŶĐĞ͟�ŵĞĂŶƐ� Ă� ǀĞƐƐĞů� ŝŶ� Ă� ƐŝƚƵĂƟŽŶ͕� ĂƉĂƌƚ� ĨƌŽŵ�ŽŶĞ� ƌĞƋƵŝƌŝŶŐ�
ƌĞƐĐƵĞ�ŽĨ�ƉĞƌƐŽŶƐ�ŽŶ�ďŽĂƌĚ͕�ƚŚĂƚ�ĐŽƵůĚ�ŐŝǀĞ�ƌŝƐĞ� ƚŽ�ƚŚĞ� ůŽƐƐ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů�Žƌ�ĂŶ�ĞŶǀŝƌŽŶͲ
ŵĞŶƚĂů�Žƌ�ŶĂǀŝŐĂƟŽŶĂů�ŚĂǌĂƌĚ͘ 
 
͞ǀĞƐƐĞů͛Ɛ�ƚŽŶŶĂŐĞ͟�;ĞǆĐůƵĚŝŶŐ�^ĞĐƟŽŶ�ϲͿ�ŵĞĂŶƐ�ƚŚĞ�ƚŽŶŶĂŐĞ�ĨŽƌ�ƉŽƌƚ�ƚĂƌŝī�ƉƵƌƉŽƐĞƐ�ŝƐ�ƚŚĞ�
ŐƌŽƐƐ� ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ� ƚŚĞ� ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ� ŝƐƐƵĞĚ� ŝŶ� ƚĞƌŵƐ�ŽĨ� ƚŚĞ�dŽŶŶĂŐĞ�
�ŽŶǀĞŶƟŽŶ�ϭϵϲϵ͘�;EKd�ĐŽŶǀĞƌƚĞĚ�ƚŽ�ĐƵďŝĐ�ŵĞƚƌĞƐ͘Ϳ 
 
tŚĞƌĞ�ƚŚĞ�ǀĞƐƐĞůΖƐ�ƚŽŶŶĂŐĞ�ŝƐ�ŶŽƚ�ĂǀĂŝůĂďůĞ͕�ƚŚĞ�ŚŝŐŚĞƐƚ�ƚŽŶŶĂŐĞ�ƌĞŇĞĐƚĞĚ�ŝŶ�>ůŽǇĚƐ�ZĞŐŝƐͲ
ƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ͕�ŝƐ�ĂĐĐĞƉƚĂďůĞ͘ 
 
͞sd^͟�ŵĞĂŶƐ�ƚŚĞ�ǀĞƐƐĞů�ƚƌĂĸĐ�ƐĞƌǀŝĐĞ�ŽĨ�Ă�ƉŽƌƚ�ĂĚŵŝŶŝƐƚĞƌĞĚ�ďǇ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ŝŶ�ƌĞƐƉĞĐƚ�
ŽĨ�Ă�sd^�ǌŽŶĞ͘ 
 
/ŵƉŽƌƚĞƌͬ�ǆƉŽƌƚĞƌ� –� ƚŚĞ� ƌĞƐƉŽŶƐŝďůĞ�ƉĂƌƚǇ� Ăƚ� ƚŚĞ�ƟŵĞ�ŽĨ� ƐŚŝƉ� ƚŽ� ƐŚŽƌĞ� ͬ� ƐŚŽƌĞ� ƚŽ� ƐŚŝƉ�
ƚƌĂŶƐĨĞƌ�ŽĨ�ĐĂƌŐŽ͘ 

· /ŵƉŽƌƚĞƌ�с�ƚŚĞ�ďƵǇĞƌ�Žƌ�ŶŽŵŝŶĂƚĞĚ�ƌĞƉƌĞƐĞŶƚĂƟǀĞ 

· �ǆƉŽƌƚĞƌ�с�ƚŚĞ�ƐĞůůĞƌ�Žƌ�ŶŽŵŝŶĂƚĞĚ�ƌĞƉƌĞƐĞŶƚĂƟǀĞ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 

���/,*+7�'8(6�21�9(66(/6 

>ŝŐŚƚ�ĚƵĞƐ�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ�ǀĞƐƐĞůƐ�ƚŽŶŶĂŐĞ�ĚĞĮŶŝƟŽŶ�ĂƐ�ĨŽůůŽǁƐ͗ 
 
dŚĞ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĨŽƌ�ƉŽƌƚ�ƚĂƌŝī�ƉƵƌƉŽƐĞƐ�ŝƐ�ƚŚĞ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ�ƚŚĞ�
ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ�ŝƐƐƵĞĚ�ŝŶ�ƚĞƌŵƐ�ŽĨ�ƚŚĞ�dŽŶŶĂŐĞ��ŽŶǀĞŶƟŽŶ�ϭϵϲϵ͘�;EKd�ĐŽŶǀĞƌƚĞĚ�ƚŽ�
ĐƵďŝĐ�ŵĞƚƌĞƐͿ͘ 
 
tŚĞƌĞ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ� ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ� ŝƐ�ŶŽƚ�ĂǀĂŝůĂďůĞ͕� ƚŚĞ�ŚŝŐŚĞƐƚ�ƚŽŶŶĂŐĞ�ƌĞŇĞĐƚĞĚ� ŝŶ�
>ůŽǇĚƐ�ZĞŐŝƐƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ͕�ŝƐ�ĂĐĐĞƉƚĂďůĞ͘ 
 
dŚĞ� ƐĞĂ�ǁŝƚŚŝŶ� Ă� ĚŝƐƚĂŶĐĞ� ŽĨ� ƚǁĞůǀĞ� ;ϭϮͿ� ŶĂƵƟĐĂů�ŵŝůĞƐ� ĨƌŽŵ� ƚŚĞ� ďĂƐĞůŝŶĞƐ� ƐŚĂůů� ďĞ� ƚŚĞ�
ƚĞƌƌŝƚŽƌŝĂů�ǁĂƚĞƌƐ�ŽĨ� ƚŚĞ�ZĞƉƵďůŝĐ͘�tŚĞŶ�ǀĞƐƐĞůƐ�ŐŽ�ďĞǇŽŶĚ� ƚǁĞůǀĞ� ;ϭϮͿ�ŶĂƵƟĐĂů�ŵŝůĞƐ� ŝƚ�
ǁŽƵůĚ�ďĞ�ĚĞĞŵĞĚ�ĂƐ�ďĞŝŶŐ�ŽƵƚƐŝĚĞ�ƚŚĞ�ƉŽƌƚƐ�ƚĞƌƌŝƚŽƌŝĂů�ǁĂƚĞƌƐ͘ 

/,*+7�'8(6 

WĂǇĂďůĞ�ďǇ͗ 
^ĞůĨ-ƉƌŽƉĞůůĞĚ� ǀĞƐƐĞůƐ͕� ǀĞƐƐĞůƐ� ůŝĐĞŶƐĞĚ� ďǇ� ƚŚĞ��ĞƉĂƌƚŵĞŶƚ� ŽĨ� �ŶǀŝƌŽŶŵĞŶƚĂů� �īĂŝƌƐ� ĂŶĚ�
dŽƵƌŝƐŵ͕�Ăƚ�ƚŚĞŝƌ�ƌĞŐŝƐƚĞƌĞĚ�ƉŽƌƚ͗ 
 

WĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ƚŚĞ�ůĞŶŐƚŚ�ŽǀĞƌĂůů�ƉĞƌ�ĮŶĂŶĐŝĂů�ǇĞĂƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙ϮϮ͘Ϭϯ 
�ůů�ŽƚŚĞƌ�ǀĞƐƐĞůƐ 
 

>ŝŐŚƚ�ĚƵĞƐ�ƌĂŝƐĞĚ�Ăƚ�ƚŚĞ�ĮƌƐƚ�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ�ŽĨ�ĐĂůů�ĂŶĚ�ƌĞŵĂŝŶƐ�ǀĂůŝĚ�ƵŶƟů�ƚŚĞ�ǀĞƐƐĞů�
ĚĞƉĂƌƚƐ�ĨƌŽŵ�ƚŚĞ�ůĂƐƚ�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ�ŽĨ�ĐĂůů͕�ƐƵďũĞĐƚ�ƚŽ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ĐŽŶĚŝƟŽŶƐ͗ 
ϭ͘ sĞƐƐĞů� ĚŽĞƐ� ŶŽƚ� ƉƌŽĐĞĞĚ� ďĞǇŽŶĚ� ƚŚĞ� ďŽƌĚĞƌƐ� ŽĨ� ƚŚĞ� ^ŽƵƚŚ� �ĨƌŝĐĂŶ� ĐŽĂƐƚůŝŶĞ� ĂƐ�

ĚĞĮŶĞĚ͘ 
Ϯ͘ dŝŵĞ�ƐƉĞŶƚ�ŝŶ�^ŽƵƚŚ��ĨƌŝĐĂŶ�ǁĂƚĞƌƐ�ĚŽĞƐ�ŶŽƚ�ĞǆĐĞĞĚ�ϲϬ�ĚĂǇƐ͘ 

· �ŌĞƌ�ϲϬ�ĚĂǇƐ�ƚŚĞ�ǀĞƐƐĞů�ǁŝůů�ďĞ�ĚĞĞŵĞĚ�ĐŽĂƐƚĂů�ĨŽƌ�>ŝŐŚƚ��ƵĞƐ�ƉƵƌƉŽƐĞƐ�ŽŶůǇ�
ĂŶĚ�ǁŝůů�ďĞ�ůŝĂďůĞ�ĨŽƌ�>ŝŐŚƚ��ƵĞƐ�ƌĂŝƐĞĚ�ŽŶ�Ă�ƉĞƌ�ĐĂůĞŶĚĂƌ�ŵŽŶƚŚ�ďĂƐŝƐ͘ 

· /ƚ�ǁŽƵůĚ�ƐƟůů�ďĞ�ƚŚĞ�ǀĞƐƐĞůΖƐ�ƉƌĞƌŽŐĂƟǀĞ�ƚŽ�ƌĞƋƵĞƐƚ�ĨŽƌ�ĐŽĂƐƚĂů�ƐƚĂƚƵƐ�ǁŝƚŚŝŶ�
ƚŚĞ�ϲϬ�ĚĂǇ�ǁŝŶĚŽǁ͘ 

ϯ͘�sĞƐƐĞůƐ�ƌĞŵĂŝŶŝŶŐ�ǁŝƚŚŝŶ�Ă�ƐƉĞĐŝĮĐ�ƉŽƌƚ�ĨŽƌ�ĞǆƚĞŶĚĞĚ�ƉĞƌŝŽĚƐ�ǁŝůů�ŽŶůǇ�ďĞ�ĐŚĂƌŐĞĚ�ŽŶĐĞ�
ĂŶĚ�ǁŽƵůĚ�ŶŽƚ�ďĞ�ĂīĞĐƚĞĚ�ďǇ�ƚŚĞ�ůĞŶŐƚŚ�ŽĨ�ƐƚĂǇ͗ 
 

WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϬϰ͘ϲϵ 
 

>ŝŐŚƚ�ĚƵĞƐ�ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ĐŽĂƐƚĞƌƐ�ĂƌĞ�ƉĂǇĂďůĞ�ŝŶ�ƚĞƌŵƐ�ŽĨ�Ă�ƐƉĞĐŝĂů�ĂŐƌĞĞŵĞŶƚ͘ 
�ŽĂƐƚĞƌ�>ŝŐŚƚ��ƵĞƐ�ǁŝůů�ďĞ�ƌĂŝƐĞĚ�ŽŶ�Ă�ŵŽŶƚŚůǇ�ďĂƐŝƐ�ƚŽ�ǀĞƐƐĞůƐ�ŐƌĂŶƚĞĚ�͞�ŽŶĂĮĚĞ��ŽĂƐƚͲ
ĞƌƐ͟� ƐƚĂƚƵƐ͘� /Ŷ�ƚŚĞ�ĞǀĞŶƚ�ǁŚĞƌĞ�ďŽŶĂĮĚĞ�ĐŽĂƐƚĞƌƐ�ĞŶƚĞƌ�Ă�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ� ĨŽůůŽǁŝŶŐ�Ă�
ǀŝƐŝƚ�Žƌ�ĐĂůů�ĨƌŽŵ�Ă�ĨŽƌĞŝŐŶ�ƉŽƌƚ͕�ĨƵůů�>ŝŐŚƚ��ƵĞƐ�ŝƐ�ƉĂǇĂďůĞ�Ăƚ�ƚŚĞ�ĮƌƐƚ�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ�ŽĨ�
ĐĂůů͘ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

�ǆĞŵƉƟŽŶƐ 
��ƌĞĚƵĐƟŽŶ�ŽĨ�ϭϬϬй�ǁŽƵůĚ�ďĞ�ĂůůŽǁĞĚ�ŝŶ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶƐƚĂŶĐĞƐ͗ 
 
· ^�W^�ĂŶĚ�^�E�&�ǀĞƐƐĞůƐ͖ 
· ^�D^��ǀĞƐƐĞůƐ͖ 
· ^��DĞĚŝĐĂů�Θ�ZĞƐĞĂƌĐŚ�ǀĞƐƐĞůƐ͖ 
· EŽŶ-ƐĞůĨƉƌŽƉĞůůĞĚ�ƐŵĂůů�ĂŶĚ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞůƐ�ŶŽƚ�ƵƐĞĚ�ĨŽƌ�ŐĂŝŶ͖ 
· sĞƐƐĞůƐ� ƚŚĂƚ� ƌĞŵĂŝŶ� Ăƚ� ƚŚĞ� ĂŶĐŚŽƌĂŐĞ� ŽƵƚƐŝĚĞ� ƚŚĞ� ƉŽƌƚ� ĞǆĐĞƉƚ� ŝŶ� ƚŚĞ� ĨŽůůŽǁŝŶŐ�

ŝŶƐƚĂŶĐĞƐ͗ 
-�tŚĞŶ�ŵŽŽƌĞĚ�Ăƚ�Ă�ƐŝŶŐůĞ�ďƵŽǇ�ŵŽŽƌŝŶŐ�Žƌ�ĂŶǇ�ƐŝŵŝůĂƌ�ĨĂĐŝůŝƚǇ͘ 

���6287+�$)5,&$1�0$5,7,0(�6$)(7<�$87+25,7<��6$06$��/(9< 

^�D^�� ůĞǀŝĞƐ� ĂƐ� ƉƌĞƐĐƌŝďĞĚ� ŝŶ� ƚŚĞ� ^�D^�� >ĞǀǇ� �ĞƚĞƌŵŝŶĂƟŽŶ� ZĞŐƵůĂƟŽŶƐ� ŝŶ� ĨŽƌĐĞ� ĂƌĞ�
ƉĂǇĂďůĞ�ďǇ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ŽǁŶĞƌ͕�ĐŚĂƌƚĞƌĞƌ͕�ŽƉĞƌĂƚŽƌ�Žƌ�ĂŐĞŶƚ͘ 
 
�ǆĞŵƉƟŽŶƐ 
 
· &ŽƌĞŝŐŶ�ŶĂǀĂů�ͬ�ǁĂƌ�ǀĞƐƐĞůƐ͘ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 

9(66(/�75$)),&�6(59,&(6��976� 

sĞƐƐĞů�dƌĂĸĐ�^ĞƌǀŝĐĞ� ;sd^Ϳ�ĐŚĂƌŐĞƐ�ŚĂǀĞ�ďĞĞŶ� ŝŶƚƌŽĚƵĐĞĚ� ŝŶ� ƚŚĞ� ŝŶƚĞƌĞƐƚ�ŽĨ� ƐĂĨĞ�ŶĂǀŝŐĂͲ
ƟŽŶ͕�ƉŽůůƵƟŽŶ�ĂŶĚ�ĐŽŶƐĞƌǀĂŶĐǇ�ŽĨ�ƚŚĞ�ƉŽƌƚƐ�ďĂƐĞĚ�ŽŶ�ƚŚĞ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů͘ 
 
dŚĞ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĨŽƌ�ƉŽƌƚ�ƚĂƌŝī�ƉƵƌƉŽƐĞƐ�ŝƐ�ƚŚĞ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ�ƚŚĞ�
ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ� ŝƐƐƵĞĚ� ŝŶ� ƚĞƌŵƐ�ŽĨ�ƚŚĞ�dŽŶŶĂŐĞ��ŽŶǀĞŶƟŽŶ�ϭϵϲϵ͘� ;EKd�ĐŽŶǀĞƌƚĞĚ�ƚŽ�
ĐƵďŝĐ�ŵĞƚƌĞƐ͘Ϳ 
 
tŚĞƌĞ� ƚŚĞ� ǀĞƐƐĞů͛Ɛ� ƚŽŶŶĂŐĞ� ĐĞƌƟĮĐĂƚĞ� ŝƐ�ŶŽƚ� ĂǀĂŝůĂďůĞ͕� ƚŚĞ� ŚŝŐŚĞƐƚ� ƚŽŶŶĂŐĞ� ƌĞŇĞĐƚĞĚ� ŝŶ�
>ůŽǇĚƐ�ZĞŐŝƐƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ͕�ŝƐ�ĂĐĐĞƉƚĂďůĞ͘ 

���9(66(/�75$)),&�6(59,&(6�&+$5*(�21�9(66(/6 

����976�&+$5*(6 

WĂǇĂďůĞ�ďǇ͗ 
· sĞƐƐĞůƐ�ĐĂůůŝŶŐ�Ăůů�WŽƌƚƐ�ƵŶĚĞƌ�ƚŚĞ�ĐŽŶƚƌŽů�ŽĨ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͕�ĂŶĚ�ǀĞƐƐĞůƐ�ƉĞƌĨŽƌŵŝŶŐ�ƉŽƌƚ�

ƌĞůĂƚĞĚ�ƐĞƌǀŝĐĞƐ�ǁŝƚŚŝŶ�ƉŽƌƚ�ůŝŵŝƚƐ͕�ĂƐ�ĨŽůůŽǁƐ͗ 
 

WĂǇĂďůĞ�ƉĞƌ�'d�ƉĞƌ�ƉŽƌƚ�ĐĂůů�Ăƚ�Ăůů�ƉŽƌƚƐ�ĞǆĐůƵĚŝŶŐ��ƵƌďĂŶ�ĂŶĚ�^ĂůĚĂŶŚĂ��ĂǇ͙͙͙͙Ϭ͘ϰϴ 
 

WĂǇĂďůĞ�ƉĞƌ�'d�ƉĞƌ�ƉŽƌƚ�ĐĂůů�Ăƚ�ƚŚĞ�ƉŽƌƚƐ�ŽĨ��ƵƌďĂŶ�ĂŶĚ�^ĂůĚĂŶŚĂ��ĂǇ͙͙͙͙͙͙͘͘͘͘͘Ϭ͘ϱϴ 
 

DŝŶŝŵƵŵ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϮϭϬ͘ϱϵ 
 

�ǆĞŵƉƟŽŶƐ 
· sĞƐƐĞůƐ� ďĞůŽŶŐŝŶŐ� ƚŽ� ƚŚĞ� ^ŽƵƚŚ� �ĨƌŝĐĂŶ� WŽůŝĐĞ� ^ĞƌǀŝĐĞƐ� ;^�W^Ϳ� ĂŶĚ� ƚŚĞ� ^ŽƵƚŚ��ĨƌŝĐĂŶ�

EĂƟŽŶĂů��ĞĨĞŶĐĞ�&ŽƌĐĞ�;^�E�&Ϳ͖ 
 

· sĞƐƐĞůƐ�ďĞůŽŶŐŝŶŐ�ƚŽ�^�D^�͖ 
 

· ^��DĞĚŝĐĂů�Θ�ZĞƐĞĂƌĐŚ�ǀĞƐƐĞůƐ͖ 
 

· sĞƐƐĞůƐ�ƌĞƚƵƌŶŝŶŐ�ĨƌŽŵ�ĂŶĐŚŽƌĂŐĞ�Ăƚ�ƚŚĞ�ŽƌĚĞƌ�ŽĨ�ƚŚĞ�,ĂƌďŽƵƌ�DĂƐƚĞƌ͖ 
 

· sĞƐƐĞůƐ�ƌĞƐŽƌƟŶŐ�ƵŶĚĞƌ�^ĞĐƟŽŶ�ϰ͕�;ƐŵĂůů�ǀĞƐƐĞůƐ�ĂŶĚ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞůƐͿ͘ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 
0$5,1(�6(59,&(6 

���*(1(5$/�7(506�$1'�&21',7,216 

͞KƌĚŝŶĂƌǇ�tŽƌŬŝŶŐ�,ŽƵƌƐ͟ 
 

WŽƌƚ�ŽĨ�DŽƐƐĞů��ĂǇ 
DŽŶĚĂǇƐ�ƚŽ�&ƌŝĚĂǇƐ͕�ŽƚŚĞƌ�ƚŚĂŶ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͗�Ϭϲ͗ϬϬ�ƚŽ�ϭϴ͗ϬϬ͘ 
 

^ƵƌĐŚĂƌŐĞƐ�ŵĂǇ�ĂƉƉůǇ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ�DŽƐƐĞů��ĂǇ�ĨŽƌ�ŵĂƌŝŶĞ�ƐĞƌǀŝĐĞƐ�ƉƌŽǀŝĚĞĚ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬͲ
ŝŶŐ�ŚŽƵƌƐ͘ 
 

WŽƌƚ�ŽĨ��ĂƐƚ�>ŽŶĚŽŶ 
DŽŶĚĂǇƐ�ƚŽ�&ƌŝĚĂǇƐ͕�ŽƚŚĞƌ�ƚŚĂŶ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͗�Ϭϲ͗ϬϬ�ƚŽ�ϮϮ͗ϬϬ͘ 
^ĂƚƵƌĚĂǇƐ͕�ŽƚŚĞƌ�ƚŚĂŶ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͗�Ϭϲ͗ϬϬ�ƚŽ�ϭϮ͗ϬϬ͘ 
 

^ƵƌĐŚĂƌŐĞƐ�ŵĂǇ�ĂƉƉůǇ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ĂƐƚ�>ŽŶĚŽŶ�ĨŽƌ�ŵĂƌŝŶĞ�ƐĞƌǀŝĐĞƐ�ƉƌŽǀŝĚĞĚ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬͲ
ŝŶŐ�ŚŽƵƌƐ͘ 
 

WŽƌƚƐ�ŽĨ�ZŝĐŚĂƌĚƐ��ĂǇ͕��ƵƌďĂŶ͕�EŐƋƵƌĂ͕�WŽƌƚ��ůŝǌĂďĞƚŚ͕��ĂƉĞ�dŽǁŶ�ĂŶĚ�^ĂůĚĂŶŚĂ 
ϬϬ͗Ϭϭ�ƚŽ�Ϯϰ͗ϬϬ�;Ϯϰ�ŚŽƵƌƐ�ƐĞƌǀŝĐĞͿ 
 

DĂƌŝŶĞ�KƉĞƌĂƟŽŶƐ�ĂǀĂŝůĂďůĞ�ŽŶ�ƐƉĞĐŝĂů�ƌĞƋƵĞƐƚ�ŽŶ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ�ŝ͘Ğ͘�tŽƌŬĞƌƐ��ĂǇ͕��ŚƌŝƐƚŵĂƐ͕�EĞǁ�
zĞĂƌΖƐ��ĂǇ͕�ĞƚĐ͘ 
 

͞^ƉĞĐŝĂů�^ĞƌǀŝĐĞƐ͟ 
&ĞĞƐ�ĂƌĞ�ŶŽƚ�ƌĂŝƐĞĚ�ĨŽƌ�ƐĞƌǀŝĐĞƐ�ƉĞƌĨŽƌŵĞĚ�ĨŽƌ�ƚŚĞ�ĐŽŶǀĞŶŝĞŶĐĞ�ŽĨ�ƚŚĞ�ƉŽƌƚ͘ 
 

&ĞĞƐ� ĨŽƌ� ƚŚĞ� ƵƐĞ� ŽĨ� ĂƉƉůŝĂŶĐĞƐͬĞƋƵŝƉŵĞŶƚ� ĂŶĚ� ĨŽƌ� ƐĞƌǀŝĐĞƐ� ŶŽƚ� ƉƌŽǀŝĚĞĚ� ĨŽƌ� ŚĞƌĞŝŶ� ĂƌĞ� ƋƵŽƚĞĚ�ŽŶ�
ĂƉƉůŝĐĂƟŽŶ͘ 
 

͞dŽŶŶĂŐĞ�ŽĨ�sĞƐƐĞůƐ�ĨŽƌ�WŽƌƚ�dĂƌŝī�WƵƌƉŽƐĞƐ͟ 
· dŚĞ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ�ƚŚĞ�ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ�ŝƐƐƵĞĚ�ŝŶ�ƚĞƌŵƐ�ŽĨ�ƚŚĞ�dŽŶŶĂŐĞ��ŽŶͲ

ǀĞŶƟŽŶ�ϭϵϲϵ͘�;EKd�ĐŽŶǀĞƌƚĞĚ�ƚŽ�ĐƵďŝĐ�ŵĞƚƌĞƐͿ͗ 
 

tŚĞƌĞ� ƚŚĞ� ǀĞƐƐĞů͛Ɛ� ƚŽŶŶĂŐĞ� ĐĞƌƟĮĐĂƚĞ� ŝƐ� ŶŽƚ� ĂǀĂŝůĂďůĞ͕� ƚŚĞ� ŚŝŐŚĞƐƚ� ƚŽŶŶĂŐĞ� ĂƐ� ƌĞŇĞĐƚĞĚ� ŝŶ� >ůŽǇĚƐ�
ZĞŐŝƐƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ�ŝƐ�ĂĐĐĞƉƚĞĚ͘ 
���0$5,1(�6(59,&(6�,1&(17,9( 

sĞƐƐĞůͬ�ĂƌŐŽ�
dǇƉĞ 

dŚƌĞƐŚŽůĚ�
EŽ͘�ŽĨ�

sĞƐƐĞů��ĂůůƐ 

�ŝƐĐŽƵŶƚ��ƉƉůŝĐĂďůĞ DĂǆŝŵƵŵ�EŽ͘�
ŽĨ�sĞƐƐĞů��ĂůůƐ�
ĨŽƌ��ŝƐĐŽƵŶƚ�

�KEd�/E�Z ϱϬϬ ϭй�;Žƌ�ƉƌŽƉŽƌƟŽŶĂƚĞͿ�ĨŽƌ�ĞǀĞƌǇ�ϱϬ�ĐĂůůƐ�ĂďŽǀĞ�dŚƌĞƐŚŽůĚ ϭϱϬϬ 

�hdK���ZZ/�Z^ ϭϬϬ ϭй�;Žƌ�ƉƌŽƉŽƌƟŽŶĂƚĞͿ�ĨŽƌ�ĞǀĞƌǇ�ϭϬ�ĐĂůůƐ�ĂďŽǀĞ�dŚƌĞƐŚŽůĚ ϯϬϬ 

�Z��<��h>< ϭϬϬ ϭй�;Žƌ�ƉƌŽƉŽƌƟŽŶĂƚĞͿ�ĨŽƌ�ĞǀĞƌǇ�ϭϬ�ĐĂůůƐ�ĂďŽǀĞ�dŚƌĞƐŚŽůĚ ϯϬϬ 

�Zz��h>< ϭϬϬ ϭй�;Žƌ�ƉƌŽƉŽƌƟŽŶĂƚĞͿ�ĨŽƌ�ĞǀĞƌǇ�ϭϬ�ĐĂůůƐ�ĂďŽǀĞ�dŚƌĞƐŚŽůĚ ϯϬϬ 

>/Yh/���h>< ϭϬϬ ϭй�;Žƌ�ƉƌŽƉŽƌƟŽŶĂƚĞͿ�ĨŽƌ�ĞǀĞƌǇ�ϭϬ�ĐĂůůƐ�ĂďŽǀĞ�dŚƌĞƐŚŽůĚ ϯϬϬ 

dŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶĐĞŶƟǀĞ�ĂƉƉůŝĞƐ�ƚŽ�ƚŚĞ�ƐĞƌǀŝĐĞ�ĐŚĂƌŐĞƐ�ŽĨ�ƉŝůŽƚĂŐĞ͕�ĐƌĂŌ�ĂƐƐŝƐƚĂŶĐĞ�ĂŶĚ�ďĞƌƚŚŝŶŐ��ƐĞƌͲ

dŚĞƐĞ�ŝŶĐĞŶƟǀĞƐ�ĂƉƉůǇ�ƉĞƌ�ƐŚŝƉƉŝŶŐ�ůŝŶĞ�ŽŶ�Ă�ŶĂƟŽŶĂů�ďĂƐŝƐ�;Ăůů�ƉŽƌƚ�ĐĂůůƐͿ�ƚŽ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�ǀĞƐƐĞůƐ�
ŽŶůǇ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���3,/27$*(�6(59,&(6 

�ůů� ƚŚĞ�WŽƌƚƐ�ŽĨ�ZŝĐŚĂƌĚƐ��ĂǇ͕��ƵƌďĂŶ͕��ĂƐƚ�>ŽŶĚŽŶ͕�EŐƋƵƌĂ͕�WŽƌƚ��ůŝǌĂďĞƚŚ͕�DŽƐƐĞů��ĂǇ͕�
�ĂƉĞ�dŽǁŶ�ĂŶĚ�^ĂůĚĂŶŚĂ�ƉŝůŽƚĂŐĞ�ŝƐ�ĐŽŵƉƵůƐŽƌǇ͕�ƚŚĞ�ƐĞƌǀŝĐĞ�ďĞŝŶŐ�ƉĞƌĨŽƌŵĞĚ�ďǇ�ƚŚĞ��ƵͲ
ƚŚŽƌŝƚǇ�;DĂƌŝŶĞ�^ĞƌǀŝĐĞƐͿ͘ 
 
dŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĨŽƌ�WŝůŽƚĂŐĞ�ƐĞƌǀŝĐĞƐ�ƉƵƌƉŽƐĞƐ͗ 

3RUWV 5LFKDUGV�
%D\ 

'XUEDQ 3RUW� 

(OL]DEHWK���
1JTXUD 

&DSH�
7RZQ 

6DOGDQKD 2WKHU 

WĞƌ�^ĞƌǀŝĐĞ�
;ŶŽƌŵĂů�ĞŶƚĞƌŝŶŐ�
Žƌ�ůĞĂǀŝŶŐ�ƚŚĞ�
ƉŽƌƚͿ 
 
�ĂƐŝĐ�&ĞĞ 

���������������������������������������
Ϯϳ�ϲϴϯ͘ϳϰ� 

���������������������������������������
ϭϲ�ϲϯϵ͘ϭϱ� 

�����������������������������������������
ϴ�ϬϮϬ͘ϲϲ� 

�����������������������������������������
ϱ�ϲϳϭ͘ϭϰ� 

�����������������������������������������
ϴ�ϲϰϵ͘ϳϲ� 

�����������������������������������������
ϱ�ϴϱϰ͘ϰϵ� 

WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ 

�������������������������������������������������
ϵ͘ϳϴ� 

�������������������������������������������������
ϴ͘ϳϬ� 

�����������������������������������������������
ϭϮ͘ϴϭ� 

������������������������������������������������
ϵ͘ϭϮ� 

�����������������������������������������������
ϭϮ͘Ϯϭ� 

�������������������������������������������������
ϵ͘ϯϴ� 

WŝůŽƚĂŐĞ�ĚƵĞƐ�ĨŽƌ�ƐĞƌǀŝĐĞƐ�ŽƚŚĞƌ�ƚŚĂŶ�ŶŽƌŵĂů�ĞŶƚĞƌŝŶŐ�Žƌ�ůĞĂǀŝŶŐ�ƚŚĞ�ƉŽƌƚ�ƐƵĐŚ�ĂƐ�ƚŽǁĂŐĞ͕�
ƐƚĂŶĚŝŶŐ�ďǇ͕�ĞƚĐ͘�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 

�ŶǇ�ŵŽǀĞŵĞŶƚ�ŽĨ�ǀĞƐƐĞůƐ�ǁŝƚŚŽƵƚ�ƚŚĞ�ĐŽŶƐĞŶƚ�ŽĨ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ǁŝůů�ďĞ�ƐƵďũĞĐƚ�ƚŽ�ĨƵůů�ƉŝůŽƚͲ
ĂŐĞ�ĐŚĂƌŐĞƐ�ĂƐ�ŝĨ�ƚŚĞ�ƐĞƌǀŝĐĞ�ǁĂƐ�ƉĞƌĨŽƌŵĞĚ͘ 
 

��ƐƵƌĐŚĂƌŐĞ�ŽĨ�ϱϬй�ŝƐ�ƉĂǇĂďůĞ�Ăƚ�Ăůů�ƉŽƌƚƐ�ŝŶ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶƐƚĂŶĐĞƐ͗ 
 
· /Ĩ�ƚŚĞ�ƉŝůŽƚĂŐĞ�ƐĞƌǀŝĐĞ�ƚĞƌŵŝŶĂƚĞƐ�Žƌ�ĐŽŵŵĞŶĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͖ 
 

· /Ĩ� ƚŚĞ� ǀĞƐƐĞů� ŝƐ� ŶŽƚ� ƌĞĂĚǇ� ƚŽ� ďĞ�ŵŽǀĞĚ� ϯϬ�ŵŝŶƵƚĞƐ� ĂŌĞƌ� ƚŚĞ� ŶŽƟĮĞĚ�ƟŵĞ�Žƌ� ϯϬ�
ŵŝŶƵƚĞƐ�ĂŌĞƌ�ƚŚĞ�ƉŝůŽƚ�ŚĂƐ�ďŽĂƌĚĞĚ͕�ǁŚŝĐŚĞǀĞƌ�ŝƐ�ƚŚĞ�ůĂƚĞƌ͖ 

 

· /Ĩ� ƚŚĞ� ƌĞƋƵĞƐƚ� ĨŽƌ� Ă� ƉŝůŽƚĂŐĞ� ƐĞƌǀŝĐĞ� ŝƐ� ĐĂŶĐĞůůĞĚ� Ăƚ� ĂŶǇ� ƟŵĞ�ǁŝƚŚŝŶ� ϯϬ�ŵŝŶƵƚĞƐ�
ƉƌŝŽƌ�ƚŽ�ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ�ĂŶĚ�ƚŚĞ�ƉŝůŽƚ�ŚĂƐ�ŶŽƚ�ďŽĂƌĚĞĚ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

��ƐƵƌĐŚĂƌŐĞ�ŽĨ�ϱϬй�ŝƐ�ŽŶůǇ�ĂƉƉůŝĐĂďůĞ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ�ŝŶ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶƐƚĂŶĐĞ͗ 
 
· /Ĩ�ƚŚĞ�ƌĞƋƵĞƐƚ�ĨŽƌ�Ă�ƉŝůŽƚĂŐĞ�ƐĞƌǀŝĐĞ�ŝƐ�ĐĂŶĐĞůůĞĚ�Ăƚ�ĂŶǇ�ƟŵĞ�ǁŝƚŚŝŶ�ϲϬ�ŵŝŶƵƚĞƐ�ƉƌŝŽƌ�ƚŽ�

ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ�ĂŶĚ�ƚŚĞ�ƉŝůŽƚ�ŚĂƐ�ŶŽƚ�ďŽĂƌĚĞĚ͘ 
 

�ƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ͗ 
W>K�ĚƵƟĞƐ�ĨŽƌ�ƉŝůŽƚƐ�ŽŶ�ďŽĂƌĚ�ƚĂŶŬĞƌ�ǀĞƐƐĞůƐ�ĚƵƌŝŶŐ�ƐƚĂǇ�ĐŚĂƌŐĞ�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͘ϳϵϮ͘ϰϭ 
 

�ǆĞŵƉƟŽŶƐ 
· sĞƐƐĞůƐ�ďĞůŽŶŐŝŶŐ� ƚŽ� ƚŚĞ�^�W^�ĂŶĚ�^�E�&�ĞǆĐĞƉƚ� ŝĨ�ƉŝůŽƚĂŐĞ�ƐĞƌǀŝĐĞƐ�ĂƌĞ�ƉĞƌĨŽƌŵĞĚ�

ŽŶ�ƌĞƋƵĞƐƚ͘ 

���6859(<�(;$0,1$7,21�2)�60$//�9(66(/6�$1'�/,)(�6$9,1*�$33/,$1&(6 

&ĞĞƐ�ĨŽƌ�ƐƵƌǀĞǇŝŶŐͬĞǆĂŵŝŶĂƟŽŶ�ŽĨ�ƐŵĂůů�ǀĞƐƐĞůƐ͕�WĞƌ�ƐĞƌǀŝĐĞ͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭ�Ϯϲϭ͘ϰϵ 
&ĞĞƐ�ĨŽƌ�ƐƵƌǀĞǇŝŶŐͬĞǆĂŵŝŶĂƟŽŶ�ŽĨ�ůŝĨĞ�ƐĂǀŝŶŐ�ĂƉƉůŝĂŶĐĞƐ͕�WĞƌ�ƐĞƌǀŝĐĞ͙͙͙͙͙͘͘͘͘͘͘͘͘͘͘͘ϱϱϬ͘ϱϬ 

���3,/27$*(�(;(037,21�&(57,),&$7( 

sĞƐƐĞůƐ�ƵƉ�ƚŽ�ĂŶĚ�ŝŶĐůƵĚŝŶŐ�ϯϬ�ŵĞƚƌĞƐ�ŝŶ�ůĞŶŐƚŚ�ŽǀĞƌĂůů 
 

WĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭϮϰ͘Ϭϴ 
 

DŝŶŝŵƵŵ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�ϮϰϬ͘ϴϳ 
 

sĞƐƐĞůƐ�ŽǀĞƌ�ϯϬ�ŵĞƚƌĞƐ�ƵƉ�ƚŽ�ϱϬ�ŵĞƚƌĞƐ�ŝŶ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯ�ϳϮϯ͘ϭϳ 
ƉůƵƐ 
ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽǀĞƌ�ϯϬ�ŵĞƚƌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϴϲ͘ϭϵ 
 

sĞƐƐĞůƐ�ŽǀĞƌ�ϱϬ�ŵĞƚƌĞƐ�ƵƉ�ƚŽ�ϳϬ�ŵĞƚƌĞƐ�ŝŶ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϳ�ϰϰϲ͘ϯϭ 
ƉůƵƐ 
ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽǀĞƌ�ϱϬ�ŵĞƚƌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯϰϴ͘Ϯϰ 
 

sĞƐƐĞůƐ�ďĞůŽŶŐŝŶŐ�ƚŽ�ƚŚĞ�^�W^�ĂŶĚ�^�E�&�ĂƌĞ�ĞǆĞŵƉƚĞĚ͘ 
 

WŝůŽƚĂŐĞ�ĞǆĞŵƉƟŽŶ�ĐĞƌƟĮĐĂƚĞƐ�ĂƌĞ�ǀĂůŝĚ�ƉĞƌ�ĮŶĂŶĐŝĂů�ǇĞĂƌ͘ 
 

WŝůŽƚĂŐĞ�ĞǆĞŵƉƟŽŶƐ�ĂŶĚ�ĨĞƌƌǇŵĂŶ�Žƌ�ĐŽǆƐǁĂŝŶ�ůŝĐĞŶĐĞƐ�ŵĂǇ�ďĞ�ĞŶĚŽƌƐĞĚ�ƚŽ�ĐŽǀĞƌ�Ăůů�ǀĞƐͲ
ƐĞůƐ�ďĞůŽŶŐŝŶŐ�ƚŽ�ƚŚĞ�ƐĂŵĞ�ĐŽŵƉĂŶǇ͕�ƉƌŽǀŝĚĞĚ�Ăůů�ǀĞƐƐĞůƐ�ĂƌĞ�ůŝĐĞŶĐĞĚ�ĂŶĚ�ĨĂůů�ǁŝƚŚŝŶ�ƚŚĞ�
ĐĂƚĞŐŽƌǇ�ĐŽǀĞƌĞĚ�ďǇ�ƚŚĞ�ůŝĐĞŶĐĞ͘�/Ĩ�Ă�ůŝĐĞŶĐĞ�ŝƐ�ĞǆƚĞŶĚĞĚ�ƚŽ�ŝŶĐŽƌƉŽƌĂƚĞ�Ă�ůĂƌŐĞƌ�ǀĞƐƐĞů͕�ƚŚĞ�
ĂƉƉůŝĐĂďůĞ�ĨĞĞƐ�ŵƵƐƚ�ďĞ�ĂĚũƵƐƚĞĚ�ĂĐĐŽƌĚŝŶŐůǇ͘ 
 

EŽƚĞ͗���ƉŝůŽƚĂŐĞ�ĞǆĞŵƉƟŽŶ�ĞŶĚŽƌƐĞŵĞŶƚ�ĐĂŶŶŽƚ�ďĞ�ĂƉƉůŝĞĚ�ƚŽ�ǀĞƐƐĞůƐ�ƚŚĂƚ�ĚŽ�ŶŽƚ�ŚĂǀĞ�
ĂŶ�ĞǆĞŵƉƟŽŶ�ůŝĐĞŶƐĞ͘ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���78*6�9(66(/�$66,67$1&(�$1'�25�$77(1'$1&( 

dŚĞ�ƚĂďůĞ�ŚĞƌĞƵŶĚĞƌ�ƐŚŽǁƐ�ƚŚĞ�ĐƌĂŌ�ĂƐƐŝƐƚĂŶĐĞ�ĂůůŽĐĂƟŽŶ�ĨŽƌ�ƚŚĞ�ǀĂƌŝĞĚ�ǀĞƐƐĞů�ƐŝǌĞ�ƌĂŶŐĞƐ͘ 

s�^^�>�dKEE�'� D�y/DhD�EhD��Z�K&��Z�&d 

hƉ�ƚŽ�Ϯ�ϬϬϬ Ϭ͘ϱϬ 

Ϯ�ϬϬϬ—ϭϬ�ϬϬϬ ϭ 

ϭϬ�ϬϬϭ—ϱϬ�ϬϬϬ Ϯ 

ϱϬ�ϬϬϭ—ϭϬϬ�ϬϬϬ ϯ 

ϭϬϬ�ϬϬϬ�ƉůƵƐ ϰ 

Ϭ͘ϱϬ�ZĞƉƌĞƐĞŶƚƐ�ǁŽƌŬďŽĂƚ 
 

dŚĞ�ƵŶĚĞƌŵĞŶƟŽŶĞĚ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ�ĨŽƌ�ƚƵŐƐͬǀĞƐƐĞůƐ�ĂƐƐŝƐƟŶŐ�ĂŶĚͬŽƌ�ĂƩĞŶĚŝŶŐ�ǀĞƐƐĞůƐ͕�
ǁŝƚŚŝŶ�ƚŚĞ�ĐŽŶĮŶĞƐ�ŽĨ�ƚŚĞ�ƉŽƌƚ�ĂŶĚ�ĂƌĞ�ĂƐ�ĨŽůůŽǁƐ͗ 
· dŚĞ�ĐƌĂŌ�ƚǇƉĞ�ĂŶĚ�ŶƵŵďĞƌ�ƚŚĞƌĞŽĨ�ƚŽ�ďĞ�ĂůůŽĐĂƚĞĚ�ĨŽƌ�Ă�ƐĞƌǀŝĐĞ�ǁŝůů�ďĞ�ĚĞĐŝĚĞĚ�ďǇ�

ƚŚĞ�ƉŽƌƚ͘ 
· WĞƌ�ƐĞƌǀŝĐĞ�ďĂƐĞĚ�ŽŶ�ǀĞƐƐĞů͛Ɛ�ƚŽŶŶĂŐĞ͗ 

 5LFKDUGV�
%D\ 

'XUEDQ (DVW�
/RQGRQ 

3RUW� 
(OL]DEHWK 
���1JTXUD 

0RVVHO 
%D\ 

&DSH�
7RZQ 

6DO�
GDQKD 

hƉ�ƚŽ�Ϯ�ϬϬϬ 
Ϯ�ϬϬϭ�ƚŽ�ϭϬ�ϬϬϬ 
WůƵƐ 
WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ� 
ƚŚĞƌĞŽĨ�ĂďŽǀĞ� 
Ϯ�ϬϬϬ 

ϲ�ϮϲϬ͘ϲϰ 
ϭϭ�ϲϰϮ͘ϲϮ 

 
Ϯϰϲ͘ϭϴ 

ϳ�Ϯϳϴ͘ϱϬ 
ϭϭ�Ϯϵϲ͘ϴϲ 

 
ϮϰϬ͘ϱϮ 

ϱ�ϬϮϳ͘ϭϯ 
ϳ�Ϯϴϵ͘ϯϱ 

 
ϭϳϵ͘ϳϬ 

ϲ�ϰϰϰ͘ϮϮ 
ϵ�ϵϴϲ͘ϰϯ 

 
ϮϭϮ͘ϯϵ 

ϱ�ϲϰϴ͘ϬϮ 
ϳ�Ϯϴϵ͘ϯϱ 

 
ϭϱϱ͘ϬϮ 

ϰ�ϴϯϴ͘ϳϱ 
ϳ�ϬϲϮ͘ϲϮ 

 
ϭϳϰ͘Ϭϯ 

ϴ�Ϭϴϭ͘ϴϯ 
ϭϯ�ϳϱϭ͘ϭϱ 

 
ϮϵϮ͘ϳϴ 

ϭϬ�ϬϬϬ�ƚŽ�ϱϬ�ϬϬϬ 
WůƵƐ 
WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ� 
ƚŚĞƌĞŽĨ�ĂďŽǀĞ� 
ϭϬ�ϬϬϬ 

ϯϱ�ϳϲϲ͘ϰϲ 
 

ϵϬ͘ϯϴ 

ϯϰ�ϰϮϬ͘ϰϭ 
 

ϳϱ͘ϵϲ 

Ϯϰ�ϵϵϴ͘Ϭϳ 
 

ϱϵ͘ϲϮ 

Ϯϴ�ϴϰϯ͘ϵϯ 
 

ϲϱ͘ϯϲ 

Ϯϯ�Ϭϳϱ͘ϭϰ 
 

ϱϯ͘ϴϰ 

Ϯϰ�ϴϬϱ͘ϳϳ 
 

ϱϳ͘ϲϵ 

ϰϮ�ϯϬϰ͘ϰϯ 

ϵϮ͘ϯϬ 

ϱϬ�ϬϬϭ�ƚŽ�ϭϬϬ�ϬϬϬ 
WůƵƐ 
WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ� 
ƚŚĞƌĞŽĨ�ĂďŽǀĞ� 
ϱϬ�ϬϬϬ 

ϳϭ�ϱϯϮ͘ϵϮ 
 

Ϯϲ͘ϵϯ 

ϲϱ�ϯϳϵ͘ϱϲ 
 

Ϯϴ͘ϴϯ 

ϰϵ�ϵϵϲ͘ϭϯ 
 

Ϯϯ͘Ϭϳ 

ϱϳ�ϲϴϳ͘ϴϲ 
 

ϭϵ͘Ϯϯ 

ŶͬĂ 
 

ŶͬĂ 

ϰϴ�Ϯϲϱ͘ϱϬ 
 

ϰϮ͘ϯϭ 

ϴϬ�ϳϲϮ͘ϵϵ 

Ϯϱ͘Ϭϭ 

�ďŽǀĞ�ϭϬϬ�ϬϬϬ 
WůƵƐ 
WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ� 
ƚŚĞƌĞŽĨ�ĂďŽǀĞ� 
ϭϬϬ�ϬϬϬ 

ϵϮ�ϵϵϮ͘ϴϭ 
 

ϭϵ͘Ϯϯ 

ϴϯ�ϲϰϳ͘ϯϵ 
 

Ϯϭ͘ϭϱ 

ŶͬĂ 
 

ŶͬĂ 

ϳϯ�ϴϬϲ͘ϱϮ 
 

ϭϵ͘Ϯϯ 

ŶͬĂ 
 

ŶͬĂ 

ϳϭ�ϭϰϴ͘ϯϲ 
 

ϯϰ͘ϲϭ 

ϵϵ�ϵϵϮ͘Ϯϳ 

ϰϮ͘ϯϭ 

/ŶĐƌĞŵĞŶƚĂů�ĐŚĂƌŐĞ�͞WůƵƐ͟�ŝƐ�ƉĞƌ�ĂĚĚŝƟŽŶĂů�ϭϬϬ�ƚŽŶͬƉĂƌƚ�ƚŚĞƌĞŽĨ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

· ��ƐƵƌĐŚĂƌŐĞ�ŽĨ�Ϯϱй� ŝƐ�ƉĂǇĂďůĞ� ĨŽƌ�Ă� ƐĞƌǀŝĐĞ�ĞŝƚŚĞƌ�ĐŽŵŵĞŶĐŝŶŐ�Žƌ� ƚĞƌŵŝŶĂƟŶŐ�ŽƵƚƐŝĚĞ�
ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ŽŶ�ǁĞĞŬĚĂǇƐ�ĂŶĚ�^ĂƚƵƌĚĂǇƐ�Žƌ�ŽŶ�^ƵŶĚĂǇƐ�ĂŶĚ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͖ 

 

· ��ƐƵƌĐŚĂƌŐĞ�ŽĨ�ϱϬй�ŝƐ�ƉĂǇĂďůĞ�ƉĞƌ�ƚƵŐ�ǁŚĞŶ�ĂŶ�ĂĚĚŝƟŽŶĂů�ƚƵŐͬǀĞƐƐĞů�ŝƐ�ƉƌŽǀŝĚĞĚ�ŽŶ�ƚŚĞ�
ƌĞƋƵĞƐƚ�ŽĨ�ƚŚĞ�ŵĂƐƚĞƌ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů�Žƌ� ŝĨ�ĚĞĞŵĞĚ�ŶĞĐĞƐƐĂƌǇ� ŝŶ�ƚŚĞ�ŝŶƚĞƌĞƐƚ�ŽĨ�ƐĂĨĞƚǇ�ďǇ�
ƚŚĞ�,ĂƌďŽƵƌ�DĂƐƚĞƌ͖�;ŝŶ�ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�ŵĂǆŝŵƵŵ�ĂůůŽĐĂƟŽŶ�ĂƐ�ƉĞƌ�ĐƌĂŌ�ĂůůŽĐĂƟŽŶ�ƚĂďůĞͿ 

 

· ��ƐƵƌĐŚĂƌŐĞ�ŽĨ�ϱϬй�ŝƐ�ƉĂǇĂďůĞ�ǁŚĞƌĞ�Ă�ǀĞƐƐĞů�ǁŝƚŚŽƵƚ�ŝƚ͛Ɛ�ŽǁŶ�ƉŽǁĞƌ�ŝƐ�ƐĞƌǀŝĐĞĚ͘�^ŚŽƵůĚ�
ĂŶ�ĂĚĚŝƟŽŶĂů�ƚƵŐͬǀĞƐƐĞů�ďĞ�ƉƌŽǀŝĚĞĚ�ŽŶ�ƚŚĞ�ƌĞƋƵĞƐƚ�ŽĨ�ƚŚĞ�ŵĂƐƚĞƌ�ƚŽ�ƐĞƌǀŝĐĞ�ƐƵĐŚ�Ă�ǀĞƐͲ
ƐĞů͕� Ă� ϭϬϬй� ƐƵƌĐŚĂƌŐĞ� ŝƐ� ƉĂǇĂďůĞ͖� ;ŝŶ� ĂĚĚŝƟŽŶ� ƚŽ� ƚŚĞ�ŵĂǆŝŵƵŵ�ĂůůŽĐĂƟŽŶ� ĂƐ� ƉĞƌ� ĐƌĂŌ�
ĂůůŽĐĂƟŽŶ�ƚĂďůĞͿ 

 

· ^ŚŽƵůĚ� ƚŚĞ� ƌĞƋƵĞƐƚ� ĨŽƌ�Ă� ƚƵŐͬǀĞƐƐĞů� ƚŽ� ƌĞŵĂŝŶͬĐŽŵĞ�ŽŶ�ĚƵƚǇ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�
ŚŽƵƌƐ�ďĞ�ĐĂŶĐĞůůĞĚ�Ăƚ�ĂŶǇ�ƟŵĞ�ĂŌĞƌ�ƐƚĂŶĚďǇ�ŚĂƐ�ĐŽŵŵĞŶĐĞĚ͕�ƚŚĞ�ĨĞĞƐ�ĂƐ�ŝĨ�ƚŚĞ�ƐĞƌǀŝĐĞ�
ŚĂĚ�ďĞĞŶ�ƉĞƌĨŽƌŵĞĚ͕�ĂƌĞ�ƉĂǇĂďůĞ͕�ŝ͘Ğ͘�ŶŽƌŵĂů�ĨĞĞƐ�ĞŶŚĂŶĐĞĚ�ďǇ�Ϯϱй͘ 

 

· ^ŚŽƵůĚ�Ă�ǀĞƐƐĞů�ĂƌƌŝǀĞ�Žƌ�ĚĞƉĂƌƚ�ϯϬ�ŵŝŶƵƚĞƐ�Žƌ�ŵŽƌĞ�ĂŌĞƌ�ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ�ƚŚĞ�ĨĞĞ�ƉĞƌ�
ƚƵŐ�ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŝƐ�;Ăůů�ƉŽƌƚƐ�ĞǆĐůƵĚŝŶŐ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂͿ͙͙͘ϳ�ϭϵϴ͘ϳϬ 

 

· WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϵ�Ϭϳϳ͘ϳϮ 

���0,6&(//$1(286�78*�9(66(/�6(59,&(6 

dĂŶŬĞƌ�ĮƌĞ�ǁĂƚĐŚ͕�ĮƌĞ�ĮŐŚƟŶŐ�ĂŶĚ�ƐƚĂŶĚďǇ�ƐĞƌǀŝĐĞƐ 
 

&Žƌ�ƌĞŵĂŝŶŝŶŐͬĐŽŵŝŶŐ�ŽŶ�ĚƵƚǇ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ� ĨŽƌ�ƉƵƌƉŽƐĞƐ�ŽĨ�ƚĂŶŬĞƌ�ĮƌĞ�
ǁĂƚĐŚ�ĂŶĚͬŽƌ�ĮƌĞ�ĮŐŚƟŶŐ�ĚƵƌŝŶŐ�Žƌ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ĨŽƌ�ĂŶǇ�ŽƚŚĞƌ�ƐƚĂŶĚďǇ�
ƐĞƌǀŝĐĞƐ͕�ƐƵĐŚ�ĂƐ�ďĂĚ�ǁĞĂƚŚĞƌ͕�ĨŽƌ�ůŽŶŐ�ƵŶŝŶƚĞƌƌƵƉƚĞĚ�ƉĞƌŝŽĚƐ͗ 
 

tŚĞŶ� ĨŽĂŵ� ŝƐ�ƵƐĞĚ� ƚŽ� ĐŽŵďĂƚ�Ă�ĮƌĞ�ĂŶĚͬŽƌ�Žŝů� ƐƉŝůůƐ� Ăůů� ĐŽƐƚƐ� ŝŶĐƵƌƌĞĚ�ǁŝůů� ďĞ� ƌĞĐŽǀĞƌĞĚ�
ĨƌŽŵ�ƚŚĞ�ǀĞƐƐĞů͘ 
 

&ĞĞƐ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 

�ůů�ƉŽƌƚƐ�ĞǆĐůƵĚŝŶŐ�ƚŚĞ�ƉŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ 
 

&ŝƌƐƚ�ϭϮ�ŚŽƵƌƐ͕�ƉĞƌ�ƚƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭϰ�ϯϵϰ͘ϱϮ 
 

DĂǆŝŵƵŵ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭϭϱ�ϭϱϲ͘Ϯϲ 
 

&ŽůůŽǁŝŶŐ�ϭϮ�ŚŽƵƌƐ�ƵƉ�ƚŽ�Ϯϰ�ŚŽƵƌƐ�ƉĞƌ�ƚƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͘͘͘͘͘͘ϵ�ϱϵϵ͘ϭϱ 
 

DĂǆŝŵƵŵ�ĨŽƌ�Ϯϰ�ŚŽƵƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϮϬϭ�ϱϴϮ͘ϵϳ 
 

dŚĞƌĞĂŌĞƌ͕�ƉĞƌ�ƚƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϳ�ϭϵϴ͘ϳϬ 
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�ƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ 
 
&ŝƌƐƚ�ϭϮ�ŚŽƵƌƐ͕�ƉĞƌ�ƚƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭϴ�ϭϱϱ͘ϰϬ 
 
DĂǆŝŵƵŵ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϰϱ�Ϯϱϭ͘ϴϱ 
 
&ŽůůŽǁŝŶŐ�ϭϮ�ŚŽƵƌƐ�ƵƉ�ƚŽ�Ϯϰ�ŚŽƵƌƐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϮ�ϭϬϰ͘ϱϴ 
 
DĂǆŝŵƵŵ�ĨŽƌ�Ϯϰ�ŚŽƵƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯϱϰ�Ϯϭϴ͘ϯϴ 
 
dŚĞƌĞĂŌĞƌ͕�ƉĞƌ�ƚƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϵ�Ϭϳϳ͘ϳϮ 
 
DŽďŝůŝƐĂƟŽŶ�ĂŶĚ�ĚĞŵŽďŝůŝƐĂƟŽŶ�ĐŚĂƌŐĞ�ĨŽƌ�ŇŽĂƟŶŐ�ĐƌĂŶĞƐ 
 
DŝŶŝŵƵŵ�ĨĞĞ�ƉĞƌ�ƐĞƌǀŝĐĞ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϯϵ�ϲϳϳ͘ϳϳ 
 
dŚĞ�ŵŽďŝůŝƐĂƟŽŶ�ĂŶĚ�ĚĞŵŽďŝůŝƐĂƟŽŶ�ŽĨ�ƚŚĞ�ŇŽĂƟŶŐ�ĐƌĂŶĞ�ĐŽŶƐƟƚƵƚĞƐ�ŽŶĞ�ƐĞƌǀŝĐĞ͘ 
dŚĞ�ĨĞĞ�ŝƐ�ĂƉƉůŝĐĂďůĞ�ƚŽ�ĞĂĐŚ�ǀĞƐƐĞů�ƐĞƌǀŝĐĞĚ͘ 
 

&ůŽĂƟŶŐ�ĐƌĂŶĞƐ 
 

&Žƌ�ŚĂŶĚůŝŶŐ�ůŽĂĚƐ͕�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 
�ƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϳ�ϬϬϰ͘ϳϳ 
 
 
dŚĞ�ŚŝƌĞ�ƉĞƌŝŽĚ�ǁŝůů�ďĞ�ƐƵďũĞĐƚ�ƚŽ�Ă�ŵŝŶŝŵƵŵ�ŽĨ�Ϯ�ŚŽƵƌƐ�ĐĂůĐƵůĂƚĞĚ�ĨƌŽŵ�ƚŚĞ�ƟŵĞ�ƚŚĞ�ĐƌĂŶĞ�
ŝƐ�ƉůĂĐĞĚ� ŝŶ�ƉŽƐŝƟŽŶ� ƚŽ�ƵŶĚĞƌƚĂŬĞ� ƚŚĞ�ƐĞƌǀŝĐĞ͕�ƵŶƟů� ŝƚ� ŝƐ� ƌĞůĞĂƐĞĚ͘�dŚĞ� ĨĞĞ� ŝƐ�ĂƉƉůŝĐĂďůĞ� ƚŽ�
ĞĂĐŚ�ǀĞƐƐĞů�ƐĞƌǀŝĐĞĚ͘ 
 

KƚŚĞƌ�ǀĞƐƐĞů�ƐĞƌǀŝĐĞƐ͗ 
 

&ĞĞƐ�ĨŽƌ�>ĂƌŐĞ�dƵŐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͘ 
�ůů�WŽƌƚƐ͕�ĞǆĐĞƉƚ�ƚŚĞ�WŽƌƚ�ŽĨ�EŐƋƵƌĂ͕�WŽƌƚ��ůŝǌĂďĞƚŚ�ĂŶĚ�^ĂůĚĂŶŚĂ͙͙͙͙͙͙͙͙͙͘͘͘ϭϰ�ϯϵϭ͘ϲϴ 
WŽƌƚ�ŽĨ�EŐƋƵƌĂͬWŽƌƚ��ůŝǌĂďĞƚŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϵ�ϳϭϲ͘ϱϵ 
 

�ƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ�ĨŽƌ�ƐĞƌǀŝĐĞƐ�ŽĨ�Ă�ƐƉĞĐŝĂů�ŶĂƚƵƌĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϴ�ϭϱϮ͘ϱϵ 
 
&ĞĞƐ�ĨŽƌ�^ŵĂůů�dƵŐͬ�tŽƌŬďŽĂƚ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ 
 
�ůů�WŽƌƚƐ͕�ĞǆĐĞƉƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ĂƐƚ�>ŽŶĚŽŶ͕�EŐƋƵƌĂ�ĂŶĚ�WŽƌƚ��ůŝǌĂďĞƚŚ͙͙͙͙͙͙͙͙͘͘ϱ�ϯϮϱ͘ϮϮ 
WŽƌƚ�ŽĨ��ĂƐƚ�>ŽŶĚŽŶ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϴ�ϴϬϴ͘ϰϳ 
WŽƌƚ�ŽĨ�EŐƋƵƌĂͬWŽƌƚ��ůŝǌĂďĞƚŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϳ�Ϯϵϱ͘ϱϱ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

&ĞĞƐ�ĨŽƌ�ůĂƵŶĐŚ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ 
�ůů�WŽƌƚƐ͕�>ĂƌŐĞ�>ĂƵŶĐŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘Ϯ�ϭϭϵ͘ϵϯ 
�ůů�WŽƌƚƐ͕�^ŵĂůů�>ĂƵŶĐŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭ�ϰϴϯ͘ϵϯ 
WŽƌƚ�ŽĨ�EŐƋƵƌĂͬWŽƌƚ��ůŝǌĂďĞƚŚ͕�>ĂƌŐĞ�>ĂƵŶĐŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯ�ϵϬϰ͘Ϯϲ 
WŽƌƚ�ŽĨ�EŐƋƵƌĂͬWŽƌƚ��ůŝǌĂďĞƚŚ͕�^ŵĂůů�>ĂƵŶĐŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯ�ϬϯϮ͘ϵϵ 
 
 
dƵŐƐͬǀĞƐƐĞůƐ� ŝŶǀŽůǀĞĚ� ŝŶ�ƐĂůǀĂŐĞ͗�^ƉĞĐŝĂů�ĐŽŶĚŝƟŽŶƐ�ĂƉƉůǇ�ǁŚĞŶ�ƐĞƌǀŝĐĞƐ�ƌĞŶĚĞƌĞĚ�ĐŽŶƐƟͲ
ƚƵƚĞ�ƐĂůǀĂŐĞ͘�dŚĞ��ƵƚŚŽƌŝƚǇ�ƌĞƐĞƌǀĞƐ�ƚŚĞ�ƌŝŐŚƚ�ƚŽ�ĐůĂŝŵ�ƌĞǁĂƌĚ�ĨŽƌ�ƐĂůǀĂŐĞ�ŝĨ�ƚŚĞ�ƐĞƌǀŝĐĞ�ƌĞŶͲ
ĚĞƌĞĚ�ƚŽ�Ă�ǀĞƐƐĞů�ŝŶ�ĚŝƐƚƌĞƐƐ�ĐŽŶƐƟƚƵƚĞƐ�ƐĂůǀĂŐĞ͘ 

���%(57+,1*�6(59,&(6 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ�ƉĞƌ�ƐĞƌǀŝĐĞ͕� ŝŶĐůƵĚŝŶŐ�ĐŽŶǀĞǇĂŶĐĞ�ŽĨ�ƐƚĂī͕�ĨŽƌ�ǀĞƐƐĞůƐ�ĞŶͲ
ƚĞƌŝŶŐ� Žƌ� ůĞĂǀŝŶŐ� Ă� ƉŽƌƚ͕� ƐŚŝŌŝŶŐ� ďĞƌƚŚ� ;ŝŶĐůƵĚŝŶŐ�ǁĂƌƉŝŶŐ� ĂůŽŶŐ� ƚŚĞ� ůŝŶĞ� ŽĨ� Ă�ǁŚĂƌĨ� ĂŶĚ�
ƐŚŝŌŝŶŐ�ƚŽ�Žƌ�ĨƌŽŵ�Ă�ĚƌǇĚŽĐŬ�Žƌ�ƐůŝƉǁĂǇͿ�ƵŶĚĞƌŐŽŝŶŐ�ĞŶŐŝŶĞ�ƚƌŝĂůƐ͕�ƌĞŵŽŽƌŝŶŐ�ĂŶĚ�ĐƌĞǁŝŶŐ͕�
ďĞƌƚŚŝŶŐ�ŐĂŶŐ�ƐƚĂŶĚŝŶŐ�ďǇ�Žƌ�ĚĞƚĂŝŶĞĚ�Ăƚ�Ă�ǀĞƐƐĞů͛Ɛ�ƌĞƋƵĞƐƚ�ĨŽƌ�ƐŝŵŝůĂƌ�ƉƵƌƉŽƐĞƐ͕�ǁŝƚŚ�Žƌ�
ǁŝƚŚŽƵƚ� ƚƵŐͬǀĞƐƐĞů�ĂƐƐŝƐƟŶŐ�Žƌ� ŝŶ�ĂƩĞŶĚĂŶĐĞ� ;ƵŶŵŽŽƌŝŶŐ�ĂŶĚ�ŵŽŽƌŝŶŐ�ŽĨ�Ă�ǀĞƐƐĞů�ǁŚĞŶ�
ƐŚŝŌŝŶŐ�ďĞƌƚŚ�Žƌ�ǁĂƌƉŝŶŐ�ĂůŽŶŐƐŝĚĞ�ƚŚĞ�ďĞƌƚŚ͘Ϳ��ĞƌƚŚŝŶŐ�ƐĞƌǀŝĐĞƐ�ƉƌŽǀŝĚĞĚ�ǁŚĞŶ�Ă�ǀĞƐƐĞů�
ƐŚŝŌƐ�ďĞƌƚŚ�ĂůŽŶŐƐŝĚĞ� ƚŚĞ�ďĞƌƚŚ�ĂŶĚ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�ŽŶ�Ă�ƉĞƌ� ƐĞƌǀŝĐĞ�ďĂƐŝƐ�ĂŶĚ�ďĞƌƚŚŝŶŐ�
ĂŶĚ�ƵŶďĞƌƚŚŝŶŐ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�ĂƐ�ƚǁŽ�ƐĞƉĂƌĂƚĞ�ƐĞƌǀŝĐĞƐ͘ 

 5LFKDUGV�
%D\ 

3RUW� 
(OL]DEHWK 
���1JTXUD 

&DSH�7RZQ 6DOGDQKD 2WKHU�3RUWV 

�ĂƐŝĐ�ĨĞĞ 
WůƵƐ 
WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ 

Ϯ�ϴϯϵ͘ϳϳ 
 
 

ϭϮ͘Ϭϰ 

ϯ�ϰϯϮ͘ϯϲ 
 
 

ϭϲ͘ϳϰ 

Ϯ�ϳϮϵ͘Ϯϵ 
 
 

ϭϯ͘ϯϰ 

ϯ�ϱϴϮ͘ϯϮ 
 
 

ϭϱ͘ϭϴ 

Ϯ�ϱϬϱ͘ϯϳ 
 
 

ϭϮ͘Ϯϯ 

��ƐƵƌĐŚĂƌŐĞ�ŽĨ�ϱϬй�ǁŝůů�ďĞ�ƉĂǇĂďůĞ�ŝŶ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶƐƚĂŶĐĞƐ͗ 
 

· /Ĩ�ƚŚĞ�ƐĞƌǀŝĐĞ�ĞŝƚŚĞƌ�ƚĞƌŵŝŶĂƚĞƐ�Žƌ�ĐŽŵŵĞŶĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͖ 
· ^ŚŽƵůĚ� ƚŚĞ� ƌĞƋƵĞƐƚ� ĨŽƌ� ƚŚĞ� ďĞƌƚŚŝŶŐ� ƐƚĂī� ƚŽ� ƌĞŵĂŝŶͬĐŽŵĞ� ŽŶ� ĚƵƚǇ� ŽƵƚƐŝĚĞ� ŽƌĚŝŶĂƌǇ�

ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ďĞ�ĐĂŶĐĞůůĞĚ�Ăƚ�ĂŶǇ�ƟŵĞ�ĂŌĞƌ�ƐƚĂŶĚďǇ�ŚĂƐ�ĐŽŵŵĞŶĐĞĚ͖ 
· /Ĩ�ƚŚĞ�ǀĞƐƐĞů�ĂƌƌŝǀĞƐ�Žƌ�ĚĞƉĂƌƚƐ�ϯϬ�ŵŝŶƵƚĞƐ�Žƌ�ŵŽƌĞ�ĂŌĞƌ�ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ͘ 
 
&Žƌ�ďĞƌƚŚŝŶŐ�ƐƚĂī�ŝŶ�ĂƩĞŶĚĂŶĐĞ�ĚƵƌŝŶŐ�Žƌ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ŽŶ�ďŽĂƌĚ�ƚĂŶŬĞƌ�
ǀĞƐƐĞůƐ͕�ĚŝƐĐŚĂƌŐŝŶŐ�ĐƌƵĚĞ�ĂŶĚ�ƉĞƚƌŽůĞƵŵ�ƉƌŽĚƵĐƚƐ� ;ŝŶĐůƵĚŝŶŐ�>W'�ǀĞƐƐĞůƐͿ�Ăƚ� ƚŚĞ�WŽƌƚ�ŽĨ�
DŽƐƐĞů��ĂǇ�ĂŶĚ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ��ĂǇ͕�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͘ϭ�ϭϯϯ͘ϲϱ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���5811,1*�2)�9(66(/�/,1(6 

ZƵŶŶŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ͛�ůŝŶĞƐ�ŝƐ�ǁŚĞƌĞ�Ă�ůĂƵŶĐŚͬŵŽŽƌŝŶŐ�ďŽĂƚ�ŝƐ�ƵƐĞĚ�ƚŽ�ƌƵŶ�ƚŚĞ�ǀĞƐƐĞůƐ͛�ůŝŶĞƐ�
;ƐƚĞĞů�ǁŝƌĞ�ůŝŶĞƐͬŵŽŽƌŝŶŐ�ƌŽƉĞƐͿ�ĨƌŽŵ�ƚŚĞ�ƐŚŝƉ�ƚŽ�ƚŚĞ�ďŽůůĂƌĚ͘�ZƵŶŶŝŶŐ�ŽĨ�ƚŚĞ�ǀĞƐƐĞůƐ͛�ůŝŶĞƐ�
Žƌ�ƐƚĂŶĚŝŶŐ�ďǇ�ƚŽ�ƌƵŶ� ůŝŶĞƐ�ĨŽƌ�ǀĞƐƐĞůƐ�ĞŶƚĞƌŝŶŐ͕� ůĞĂǀŝŶŐ�Žƌ�ƐŚŝŌŝŶŐ͖�ƉĞƌ� ƐĞƌǀŝĐĞ�ĚƵƌŝŶŐ�Žƌ�
ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͗ 

 3RUW� 
(OL]DEHWK 
���1JTXUD 

&DSH�7RZQ 6DOGDQKD 2WKHU�3RUWV 

WĞƌ�ƐĞƌǀŝĐĞ 
/Ĩ�ƚŚĞ�ƐĞƌǀŝĐĞ�ƚĞƌŵŝŶĂƚĞƐ�Žƌ�
ĐŽŵŵĞŶĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�
ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͕�ŵŝŶŝŵƵŵ 

Ϯ�ϬϮϲ͘ϴϯ 
ϰ�Ϭϱϯ͘ϲϮ 

Ϯ�ϭϭϵ͘ϵϮ 
Ϯ�ϵϱϴ͘ϴϯ 

ϭ�ϴϲϰ͘ϴϲ 
ϯ�ϳϮϵ͘ϳϮ 

ϭ��ϰϳϵ͘ϰϱ 
Ϯ�ϵϱϴ͘ϴϯ 

/Ĩ�ƚŚĞ�ǀĞƐƐĞů�ĂƌƌŝǀĞƐ�Žƌ�ĚĞƉĂƌƚƐ�ϯϬ�ŵŝŶƵƚĞƐ�Žƌ�ŵŽƌĞ�ĂŌĞƌ�ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ͕�ƚŚĞ�ĨŽůůŽǁŝŶŐ�
ĐŚĂƌŐĞƐ�ĂƉƉůǇ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͕�ĐĂůĐƵůĂƚĞĚ�ĨƌŽŵ�ƚŚĞ�ŶŽƟĮĞĚ�ƟŵĞ�ƵŶƟů�ƐĞƌǀŝĐĞ� ŝƐ�
ĐŽŵƉůĞƚĞĚ͗ 

 3RUW� 
(OL]DEHWK 
���1JTXUD 

&DSH�7RZQ 6DOGDQKD 2WKHU�3RUWV 

WĞƌ�ƐĞƌǀŝĐĞ 
/Ĩ�ƚŚĞ�ƐĞƌǀŝĐĞ�ƚĞƌŵŝŶĂƚĞƐ�Žƌ�
ĐŽŵŵĞŶĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�

Ϯ�ϬϮϲ͘ϴϯ 
ϰ�Ϭϱϯ͘ϲϮ 

Ϯ�ϭϭϵ͘ϵϮ 
ϰ�Ϯϯϵ͘ϴϱ 

ϭ�ϴϲϰ͘ϴϲ 
ϯ�ϳϮϵ͘ϳϮ 

ϭ�ϰϳϵ͘ϰϱ 
Ϯ�ϵϱϴ͘ϴϯ 

/Ĩ�ƚŚĞ�ƌĞƋƵĞƐƚ�ĨŽƌ�Ă�ƚƵŐͬǀĞƐƐĞů�ƚŽ�ƌĞŵĂŝŶ�ŽŶ�ĚƵƚǇ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ŝƐ� 
ĐĂŶĐĞůůĞĚ�Ăƚ�ĂŶǇ�ƟŵĞ�ĂŌĞƌ�ƐƚĂŶĚďǇ�ŚĂƐ�ĐŽŵŵĞŶĐĞĚ͕� ƚŚĞ� ĨŽůůŽǁŝŶŐ� ĨĞĞ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�
ƚŚĞƌĞŽĨ͕�ǁŝůů� ďĞ�ŵĂŝŶƚĂŝŶĞĚ� ĨŽƌ� ƚŚĞ�ĂĐƚƵĂů�ƉĞƌŝŽĚ� ƚŚĂƚ� ƚŚĞ� ƚƵŐͬǀĞƐƐĞů� ƌĞŵĂŝŶĞĚ�ŽŶ�ĚƵƚǇ͕�
ƐƵďũĞĐƚ�ƚŽ�Ă�ŵŝŶŝŵƵŵ�ŽĨ�Ϯ�ŚŽƵƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭ�ϰϳϵ͘ϰϱ 
 
�ƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ�ǁŚĞŶ�ƌĞŵŽŽƌŝŶŐ�ǁŝƚŚŽƵƚ�ƚƵŐͬƉŝůŽƚƐ�ŽĐĐƵƌƐ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞ�ƉĞƌ�
ƐĞƌǀŝĐĞ�ŝƐ�ĂƉƉůŝĐĂďůĞ�͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰ�Ϯϯϳ͘ϱϳ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

����+,5(�2)�0$5,1(�(48,30(17�0$5,1(�6(59,&(6 

�ĂĐŚ�ƉĞƌ�ĚĂǇ�ŽĨ�Ϯϰ�ŚŽƵƌƐ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͕�ŝĨ�ĂǀĂŝůĂďůĞ 
 
WĂƐƐĞŶŐĞƌ�ŐĂŶŐǁĂǇƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯϴϲ͘ϮϮ 
DŽŽƌŝŶŐ�ƌŽƉĞƐ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�ϯϱϭ͘ϴϰ 
 
�ĂĐŚ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͕�ŝĨ�ĂǀĂŝůĂďůĞ 
 
WƵŶƚ�ŚŝƌĞ�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϯϬ͘ϳϵ 
 
&ŽƌŬůŝŌƐ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ�DŽƐƐĞů��ĂǇ�ƉĞƌ�ŚŽƵƌ 
 
ϯ�ƚŽŶ�&ŽƌŬůŝŌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϳϳ͘ϴϰ 
ϰ�ƚŽŶ�&ŽƌŬůŝŌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϱϯϮ͘Ϯϱ 
 
 
�ůĞĐƚƌŝĐ�WŽǁĞƌ͗�&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ 
 
�ŽŵƉƌĞƐƐĞĚ��ŝƌ͗�&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ 
 
�ŶǇ�ŽƚŚĞƌ�ĞƋƵŝƉŵĞŶƚ͗�&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 
�ŝǀĞƌƐ�^ĞƌǀŝĐĞƐ�;ǁŚĞƌĞ�ĂǀĂŝůĂďůĞͿ͗�&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ 
 
�ŶǇ�ŽƚŚĞƌ�ĞƋƵŝƉŵĞŶƚ͗�&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 
EŽƚĞ͗��ŶǇ�ƌŽƉĞ͕�ŵŽŽƌŝŶŐ�ƐƉƌŝŶŐ�Žƌ�ƐƚƌĂƉ�ĚĂŵĂŐĞĚ�Žƌ�ĚĞƐƚƌŽǇĞĚ�ďǇ�ĐŚĂĮŶŐ�Žƌ�ĐƵƫŶŐ�ƐŚĂůů�
ďĞ�ƉĂŝĚ�ĨŽƌ�ďǇ�ƚŚĞ�ŽǁŶĞƌ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů�ƌĞƐƉŽŶƐŝďůĞ͘��ůů�ŽƚŚĞƌ�ĞƋƵŝƉŵĞŶƚ�ĚĂŵĂŐĞĚ�ƚŚƌŽƵŐŚ�
ŽƚŚĞƌ� ƚŚĂŶ� ďǇ� ŶŽƌŵĂů� ǁĞĂƌ� ĂŶĚ� ƚĞĂƌ�ŵĂǇ� ďĞ� ƌĞƉĂŝƌĞĚͬƌĞƉůĂĐĞĚ� Ăƚ� ƚŚĞ� ŚŝƌĞƌ͛Ɛ� ĞǆƉĞŶƐĞ͘�
&ĞĞƐ�ƋƵŽƚĞĚ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 

WKZd�&��^�KE�s�^^�>^͕�D/^��>>�E�Kh^�&��^��E��^�Zs/��^ 

���3257�)((6�21�9(66(/6 

dŚĞ�ƚŽŶŶĂŐĞ�ŽĨ�ǀĞƐƐĞůƐ�ĨŽƌ�ƉŽƌƚ�ƚĂƌŝī�ƉƵƌƉŽƐĞƐ�ŝƐ�ƚŚĞ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ�ƚŚĞ�
ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ� ŝƐƐƵĞĚ� ŝŶ�ƚĞƌŵƐ�ŽĨ�ƚŚĞ�dŽŶŶĂŐĞ��ŽŶǀĞŶƟŽŶ�ϭϵϲϵ͘� ;EKd�ĐŽŶǀĞƌƚĞĚ�ƚŽ�
ĐƵďŝĐ�ŵĞƚƌĞƐͿ 
 

tŚĞƌĞ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ�ŝƐ�ŶŽƚ�ĂǀĂŝůĂďůĞ�ƚŚĞ�ŚŝŐŚĞƐƚ�ƚŽŶŶĂŐĞ�ĂƐ�ƌĞŇĞĐƚĞĚ�ŝŶ�
>ůŽǇĚƐ�ZĞŐŝƐƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ�ŝƐ�ĂĐĐĞƉƚĞĚ͘ 

����3257�'8(6 

WĂǇĂďůĞ�ďǇ͗ 
 

· sĞƐƐĞůƐ�ĞŶƚĞƌŝŶŐ�ƚŚĞ�ƉŽƌƚ�ĨƌŽŵ�ƚŚĞ�ƟŵĞ�ŽĨ�ƉĂƐƐŝŶŐ�ƚŚĞ�ĞŶƚƌĂŶĐĞ�ŝŶǁĂƌĚƐ�ƵŶƟů�ƚŚĞ�ƟŵĞ�
ŽĨ�ƉĂƐƐŝŶŐ�ƚŚĞ�ĞŶƚƌĂŶĐĞ�ŽƵƚǁĂƌĚƐ͖ 

 

· sĞƐƐĞůƐ�ƚĂŬŝŶŐ�ŝŶ�ďƵŶŬĞƌƐ�Ăƚ�ƚŚĞ�ĚĞƐŝŐŶĂƚĞĚ�ĂŶĐŚŽƌĂŐĞ͖ 
 

· sĞƐƐĞůƐ�Ăƚ�ŽīƐŚŽƌĞ�ŵŽŽƌŝŶŐƐ�Žƌ�ƐŝŵŝůĂƌ�ĨĂĐŝůŝƟĞƐ͕�ĂƐ�ĨŽůůŽǁƐ͗ 
 

�ĂƐŝĐ�ĨĞĞ�ƉĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϭϳϮ͘ϯϯ 
ƉůƵƐ 
ƉĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ƉĞƌ�Ϯϰ�ŚŽƵƌ�ƉĞƌŝŽĚ͕�Ă�ƉĂƌƚ�ŽĨ�Ă�Ϯϰ�ŚŽƵƌ 
ƉĞƌŝŽĚ�ďĞŝŶŐ�ĂƉƉůŝĞĚ�ƉƌŽ�ƌĂƚĂ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϱϭ͘ϲϳ 
 

^ŵĂůů� ǀĞƐƐĞůƐ� ĂŶĚ� ƉůĞĂƐƵƌĞ� ǀĞƐƐĞůƐ� ƌĞƐŽƌƟŶŐ� ƵŶĚĞƌ� ^ĞĐƟŽŶ� ϰ�ǁŚĞŶ� ǀŝƐŝƟŶŐ� Ă� ƉŽƌƚ� ŽƚŚĞƌ�
ƚŚĂŶ�Ăƚ�ƚŚĞŝƌ�ƌĞŐŝƐƚĞƌĞĚ�ƉŽƌƚ�ǁŝůů�ďĞ�ƐƵďũĞĐƚ�ƚŽ�Ă�ŵŝŶŝŵƵŵ�ĨĞĞ�͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϮϭ͘ϭϰ 
 

��ƌĞĚƵĐƟŽŶ�ŽĨ�ϯϱй�ǁŝůů�ďĞ�ĂůůŽǁĞĚ�ŝŶ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ŝŶƐƚĂŶĐĞƐ͗ 
 

· sĞƐƐĞůƐ�ŶŽƚ�ĞŶŐĂŐĞĚ�ŝŶ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�ĨŽƌ�ƚŚĞ�ĮƌƐƚ�ϯϬ�ĚĂǇƐ�ŽŶůǇ͖ 

· �ŽŶĂ�ĮĚĞ�ĐŽĂƐƚĞƌƐ͖ 
· WĂƐƐĞŶŐĞƌ�ǀĞƐƐĞůƐ͖ 
· ^ŵĂůů�ǀĞƐƐĞůƐ�ƌĞƐŽƌƟŶŐ�ƵŶĚĞƌ�^ĞĐƟŽŶ�ϰ͕��ůĂƵƐĞ�Ϯ�ǁŚĞŶ�ǀŝƐŝƟŶŐ�Ă�ƉŽƌƚ�ŽƚŚĞƌ�ƚŚĂŶ�ƚŚĞŝƌ�

ƌĞŐŝƐƚĞƌĞĚ�ƉŽƌƚ͘ 
 

sĞƐƐĞůƐ� ŝŶ�ƉŽƌƚ� ĨŽƌ� ůŽŶŐĞƌ� ƚŚĂŶ�ϯϬ�ĚĂǇƐ�ŶŽƚ�ĞŶŐĂŐĞĚ� ŝŶ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�Žƌ�ƵŶĚĞƌŐŽŝŶŐ� ƌĞͲ
ƉĂŝƌƐ�ǁŝůů�ďĞ�ůŝĂďůĞ�ĨŽƌ�Ă�ϮϬй�ƐƵƌĐŚĂƌŐĞ�ŽŶ�ƚŚĞ�ŝŶĐƌĞŵĞŶƚĂů�ĨĞĞ�ŽĨ�ƉŽƌƚ�ĚƵĞƐ͘ 
 

�� ƌĞĚƵĐƟŽŶ�ŽĨ� ϲϬй�ǁŝůů� ďĞ� ĂůůŽǁĞĚ� ƚŽ� ǀĞƐƐĞůƐ� ĐĂůůŝŶŐ� ĨŽƌ� ƚŚĞ� ƐŽůĞ� ƉƵƌƉŽƐĞ� ŽĨ� ƚĂŬŝŶŐ� ŽŶ�
ďƵŶŬĞƌƐ�ĂŶĚͬŽƌ�ƐƚŽƌĞƐ�ĂŶĚ�ͬŽƌ�ǁĂƚĞƌ�Žƌ�Ă�ĐŽŵďŝŶĂƟŽŶ�ŽĨ�Ăůů�ƚŚƌĞĞ͕�ƉƌŽǀŝĚĞĚ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�
ĞŶƟƌĞ�ƐƚĂǇ�ĚŽĞƐ�ŶŽƚ�ĞǆĐĞĞĚ�ϰϴ�ŚŽƵƌƐ͘�dŚŝƐ�ƌĞĚƵĐƟŽŶ�ǁŝůů�ŶŽƚ�ďĞ�ĞŶũŽǇĞĚ�ŝŶ�ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�
ϯϱй�ƌĞĚƵĐƟŽŶ�ŐƌĂŶƚĞĚ�ĨŽƌ�ǀĞƐƐĞůƐ�ŶŽƚ�ĞŶŐĂŐĞĚ�ŝŶ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�ĨŽƌ�ƚŚĞ�ĮƌƐƚ�ϯϬ�ĚĂǇƐ�ŽŶůǇ͕�
ďŽŶĂ�ĮĚĞ�ĐŽĂƐƚĞƌƐ͕�ƉĂƐƐĞŶŐĞƌ�ǀĞƐƐĞůƐ�ĂŶĚ�ƐŵĂůů�ǀĞƐƐĞůƐ�ƌĞƐŽƌƟŶŐ�ƵŶĚĞƌ�^ĞĐƟŽŶ�ϰ͕��ůĂƵƐĞ�
Ϯ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

�� ƌĞĚƵĐƟŽŶ�ŽĨ� ϭϬй�ǁŝůů� ďĞ� ĂůůŽǁĞĚ� ƚŽ� ĐĞƌƟĮĞĚ� ĚŽƵďůĞ� ŚƵůůĞĚ� ůŝƋƵŝĚ� ďƵůŬ� ƚĂŶŬĞƌƐ͕� ůŝƋƵŝĚ�
ďƵůŬ�ƚĂŶŬĞƌƐ�ĞƋƵŝƉƉĞĚ�ǁŝƚŚ�ƐĞŐƌĞŐĂƚĞĚ�ďĂůůĂƐƚ�ƚĂŶŬƐ�ĂŶĚ�ůŝƋƵŝĚ�ďƵůŬ�ƚĂŶŬĞƌƐ�ŝŶ�ƉŽƐƐĞƐƐŝŽŶ�
ŽĨ� Ă� ͞'ƌĞĞŶ��ǁĂƌĚ͘͟� dŚĞ� ƌĞĚƵĐƟŽŶ� ŝƐ� ĂƉƉůŝĞĚ� ĨŽƌ� ĂŶǇ�ŽŶĞ� ĐĞƌƟĮĐĂƟŽŶ�Žƌ� Ă�ĐŽŵďŝŶĂƟŽŶ�
ƚŚĞƌĞŽĨ�ǁŝƚŚ�Ă�ŵĂǆŝŵƵŵ�ŽĨ�ϭϬй͘�WƌŽŽĨ�ŽĨ�ĂĨŽƌĞŵĞŶƟŽŶĞĚ�ŶĞĞĚƐ�ƚŽ�ďĞ�ƐƵďŵŝƩĞĚ�ƚŽ�ƚŚĞ�
�ƵƚŚŽƌŝƚǇ�ƉƌŝŽƌ�ƚŽ�sĞƐƐĞů�ƐĂŝůŝŶŐ͘ 
 

�� ǀĞƐƐĞů� ƌĞŵĂŝŶŝŶŐ� ŝŶ� ƉŽƌƚ� ĨŽƌ� ůĞƐƐ� ƚŚĂŶ� ϭϮ� ŚŽƵƌƐ�ǁŝůů� ďĞ� ĂůůŽǁĞĚ� Ă� ƌĞĚƵĐƟŽŶ�ŽĨ� ϭϱй� ŝŶ�
ĂĚĚŝƟŽŶ�ƚŽ�ŽƚŚĞƌ�ƌĞĚƵĐƟŽŶƐ�ƚŚĂƚ�ŵĂǇ�ďĞ�ĞŶũŽǇĞĚ͘ 
 

�ǆĞŵƉƟŽŶƐ 
· sĞƐƐĞůƐ�ďĞůŽŶŐŝŶŐ�ƚŽ�ƚŚĞ�^��WŽůŝĐĞ�^ĞƌǀŝĐĞƐ�;^�W^Ϳ�ĂŶĚ�ƚŚĞ�^��EĂƟŽŶĂů��ĞĨĞŶĐĞ�&ŽƌĐĞ�

;^�E�&Ϳ͖ 
· sĞƐƐĞůƐ�ďĞůŽŶŐŝŶŐ�ƚŽ�^�D^�͘ 
· ^��DĞĚŝĐĂů�Θ�ZĞƐĞĂƌĐŚ�ǀĞƐƐĞůƐ͖ 
· dŚĞ�ƟŵĞ�Ă�ǀĞƐƐĞů�ŽĐĐƵƉŝĞĚ�Ă�ĚƌǇĚŽĐŬ͕�ŇŽĂƟŶŐ�ĚŽĐŬ͕�ƐǇŶĐƌŽůŝŌ�Žƌ�ƐůŝƉǁĂǇ͖ 
· sĞƐƐĞůƐ�ƌĞƐŽƌƟŶŐ�ƵŶĚĞƌ�^ĞĐƟŽŶ�ϰ͕��ůĂƵƐĞ�Ϯ�ďƵƚ�ŽŶůǇ�Ăƚ�ƚŚĞŝƌ�ƌĞŐŝƐƚĞƌĞĚ�ƉŽƌƚ͖ 
· &ŝƐŚŝŶŐ�ǀĞƐƐĞůƐ� ůŝĐĞŶƐĞĚ�ďǇ� ƚŚĞ��ĞƉĂƌƚŵĞŶƚ�ŽĨ��ŶǀŝƌŽŶŵĞŶƚĂů��īĂŝƌƐ�ĂŶĚ�dŽƵƌŝƐŵ͕�ďƵƚ�

ŽŶůǇ�ǁŝƚŚŝŶ�ƚŚĞ�ĮƐŚŝŶŐ�ƉŽƌƚ�ĚĞĐůĂƌĞĚ�ƵŶĚĞƌ�ƚŚĞ�^ĞĂ�&ŝƐŚĞƌŝĞƐ��Đƚ͕�ϭϵϳϯ�;�Đƚ�ϱϴ�ŽĨ�ϭϵϳϯͿ�
Ăƚ�^ĂůĚĂŶŚĂ͘ 

· sĞƐƐĞůƐ�ĐĂůůŝŶŐ�ĨŽƌ�ƚŚĞ�ƐĞĐŽŶĚ�ƟŵĞ͕�ƌĞƚƵƌŶŝŶŐ�ĨƌŽŵ�ĂŶĐŚŽƌĂŐĞ�Ăƚ�ƚŚĞ�ŽƌĚĞƌ�ŽĨ�ƚŚĞ�ƉŽƌƚ͘ 
 

/Ŷ�ƚŚĞ�ĞǀĞŶƚ�ŽĨ�Ă�ĐŽĂƐƚĂů�ǀĞƐƐĞů�ĞŶƚĞƌŝŶŐ�ĨƌŽŵ�Ă�ĨŽƌĞŝŐŶ�ƉŽƌƚ�ĨƵůů�ƉŽƌƚ�ĚƵĞƐ�ǁŽƵůĚ�ďĞ�ƉĂǇĂͲ
ďůĞ�Ăƚ�ƚŚĞ�ĮƌƐƚ�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ�ŽĨ�ĐĂůů͘ 

����%(57+�'8(6 

WĂǇĂďůĞ�ďǇ�ĂŶǇ�ǀĞƐƐĞů�ŽĐĐƵƉǇŝŶŐ�Ă�ƌĞƉĂŝƌ�ƋƵĂǇ�Žƌ�ĂŶǇ�ŽƚŚĞƌ�ďĞƌƚŚ�ĂŶĚ�ŶŽƚ�ŚĂŶĚůŝŶŐ�ĐĂƌŐŽ͕�
ŝŶ�ĂĚĚŝƟŽŶ�ƚŽ�ƉŽƌƚ�ĚƵĞƐ͕�ĨŽƌ�ĞĂĐŚ�Ϯϰ�ŚŽƵƌ�ƉĞƌŝŽĚ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ĂƐ�ĨŽůůŽǁƐ͗ 
 

WĞƌ�ϭϬϬ�ƚŽŶƐ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ 
 

hƉ�ƚŽ�ϭϳ�ϳϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϱ͘Ϯϭ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ϭϳ�ϲϬϬ�ƚŽŶƐ�;ƵƉ�ƚŽ�ϯϱ�ϯϬϬ�ƚŽŶƐ͘Ϳ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯϵ͘ϵϭ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ϭϳ�ϳϬϬ�ƚŽŶƐ�;ƵƉ�ƚŽ�ϱϯ�ϬϬϬ�ƚŽŶƐ͘Ϳ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϱ͘Ϭϰ 
 

KǀĞƌ�ϱϯ�ϬϬϬ�ƚŽŶƐ͗�EŽ�ĂĚĚŝƟŽŶĂů�ĨĞĞ͘ 
 
��ǀĞƐƐĞů�ƉĂǇŝŶŐ�ƚŚĞ�ĨĞĞƐ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�Ă�ĚƌǇĚŽĐŬ͕�ŇŽĂƟŶŐ�ĚŽĐŬ͕�ƐǇŶĐƌŽůŝŌ�Žƌ�ƐůŝƉǁĂǇ�ĐĂŶ�ůŝĞ�
ĂůŽŶŐƐŝĚĞ�Ă�ƋƵĂǇ�ĨŽƌ�ƌĞƉĂŝƌƐ�ǁŝƚŚŽƵƚ�ƉĂǇŝŶŐ�ďĞƌƚŚ�ĚƵĞƐ�ĨŽƌ�ƚŚĞ�ƐĂŵĞ�ŶƵŵďĞƌ�ŽĨ�ĚĂǇƐ�ĂƐ�ŝƚ�
ĚŝĚ�ŝŶƐŝĚĞ�ƚŚĞ�ĚƌǇĚŽĐŬ͕�ŇŽĂƟŶŐ�ĚŽĐŬ͕�Žƌ�ŽŶ�ƚŚĞ�ƐǇŶĐƌŽůŝŌ�Žƌ�ƐůŝƉǁĂǇ͘ 
 
sĞƐƐĞůƐ�ĐĂůůŝŶŐ�ĨŽƌ�ƚŚĞ�ƐŽůĞ�ƉƵƌƉŽƐĞ�ŽĨ� ůĂŶĚŝŶŐͬƐŚŝƉƉŝŶŐͬƚƌĂŶƐŚŝƉƉŝŶŐ�ĐĂƌŐŽ�ĂƌĞ�ĂůůŽǁĞĚ�Ă�
ĨƌĞĞ� ƉĞƌŝŽĚ� ŽĨ� Ɛŝǆ� ĐĂƌŐŽ� ǁŽƌŬŝŶŐ� ŚŽƵƌƐ� ďĞĨŽƌĞ� ĐĂƌŐŽ� ǁŽƌŬŝŶŐ� ĐŽŵŵĞŶĐĞƐ� ĂŶĚ� Ɛŝǆ� ĐĂƌŐŽ�
ǁŽƌŬŝŶŐ� ŚŽƵƌƐ� ĂŌĞƌ� ĐĞƐƐĂƟŽŶ� ŽĨ� ĐĂƌŐŽ�ǁŽƌŬŝŶŐ� ƉĞƌ� ĐĂůů͕� Ăƚ� ďĞƌƚŚƐ� ŽƚŚĞƌ� ƚŚĂŶ� ĐŽŶƚĂŝŶĞƌ�
ŚĂŶĚůŝŶŐ�ďĞƌƚŚƐ�ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ǁŚŝĐŚ�ƚŚĞ�ĨƌĞĞ�ƉĞƌŝŽĚ�ŝƐ�ƚǁŽ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͘ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

�ĞƌƚŚ�ĚƵĞƐ�ĂƌĞ�ĐĂůĐƵůĂƚĞĚ�ďǇ�ŽďƚĂŝŶŝŶŐ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ƐŽƵƌĐĞ�ĚŽĐƵŵĞŶƚƐ�ĨƌŽŵ�ƚŚĞ�dĞƌŵŝŶĂů�
KƉĞƌĂƚŽƌƐ͗ 
 
· �ƵůŬ�ĂŶĚ�ďƌĞĂŬ�ďƵůŬ�ǀĞƐƐĞůƐ͗�ƚŚĞ�ƐŽƵƌĐĞ�ĚŽĐƵŵĞŶƚ�ŝƐ�ƚŚĞ��ƌĂŶĞ�ĂůůŽĐĂƟŽŶ�ƐŚĞĞƚ�ĨƌŽŵ�ƚŚĞ�

ƉůĂŶŶŝŶŐ�ĚĞƉĂƌƚŵĞŶƚ�Ăƚ�DWdͬ�dWd 
· �ŽŶƚĂŝŶĞƌ�ǀĞƐƐĞůƐ͗�ƚŚĞ�ƐŽƵƌĐĞ�ŝƐ�ƚŚĞ�dĞƌŵŝŶĂů�WĞƌĨŽƌŵĂŶĐĞ�ZĞƉŽƌƚ�ĨƌŽŵ�ƚŚĞ�D/^� 

ĚĞƉĂƌƚŵĞŶƚ�Ăƚ�dWd 
· KƚŚĞƌ�ǀĞƐƐĞůƐ͗�ƚŚĞ�ƐŽƵƌĐĞ�ŝƐ�ƚŚĞ�^ƚĂƚĞŵĞŶƚ�ŽĨ�&ĂĐƚƐ�ĨƌŽŵ�ƚŚĞ�ǀĞƐƐĞůƐ�ĂŐĞŶƚƐ͘ 
 
�ĞƌƚŚ� ĚƵĞƐ� ĂƌĞ� ĐĂůĐƵůĂƚĞĚ� ďǇ� ĚĞĚƵĐƟŶŐ� ƚŚĞ� ŶƵŵďĞƌ� ŽĨ� ŚŽƵƌƐ�ǁŽƌŬĞĚ� ĂƐ� ƉĞƌ� ƚŚĞ� ƐŽƵƌĐĞ�
ĚŽĐƵŵĞŶƚ�ĨƌŽŵ�ƚŚĞ�ƉĞƌŝŽĚ�ƚŚĞ�ǀĞƐƐĞů�ŝƐ�ŝŶ�ƉŽƌƚ͕�ƚĂŬŝŶŐ�ŝŶƚŽ�ĂĐĐŽƵŶƚ�ƚŚĞ�ĨƌĞĞ�ƉĞƌŝŽĚƐ�ďĞĨŽƌĞ�
ĂŶĚ�ĂŌĞƌ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͘ 
 

�ǆĞŵƉƟŽŶƐ 
 

· ^�W^�ĂŶĚ�^�E�&�ǀĞƐƐĞůƐ͖ 
· sĞƐƐĞůƐ� ůǇŝŶŐ�ĂůŽŶŐƐŝĚĞ�Ă�ďĞƌƚŚ�ĨŽƌ�ƚŚĞ�ƐŽůĞ�ƉƵƌƉŽƐĞ�ŽĨ�ƚĂŬŝŶŐ�ŝŶ�ǀĞƐƐĞů͛Ɛ�ƐƚŽƌĞƐ�ĂŶĚͬŽƌ�

ĐŽĂů�ĂŶĚ� ůŝƋƵŝĚ� ĨƵĞů� ĨŽƌ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ�ĂƌĞ�ĞǆĞŵƉƚĞĚ� ĨŽƌ�ŽŶůǇ�ϰϴ�ŚŽƵƌƐ�ǁŚĞƌĞĂŌĞƌ�
ƚŚĞ�ĨĞĞƐ�ƐƉĞĐŝĮĞĚ�ĂƌĞ�ƉĂǇĂďůĞ͖ 

· sĞƐƐĞůƐ�ƌĞƐŽƌƟŶŐ�ƵŶĚĞƌ�^ĞĐƟŽŶ�ϰ͕��ůĂƵƐĞ�Ϯ�ďƵƚ�ŽŶůǇ�Ăƚ�ƚŚĞŝƌ�ƌĞŐŝƐƚĞƌĞĚ�ƉŽƌƚ͖ 
· sĞƐƐĞůƐ�ĐĂůůŝŶŐ�ĨŽƌ�ƚŚĞ�ƐŽůĞ�ƉƵƌƉŽƐĞ�ŽĨ�ůĂŶĚŝŶŐ�ƐƵƌǀŝǀŽƌƐ͖ 
· sĞƐƐĞůƐ�ĐĂůůŝŶŐ�ĨŽƌ�ƚŚĞ�ƐŽůĞ�ƉƵƌƉŽƐĞ�ŽĨ�ŽďƚĂŝŶŝŶŐ�ŵĞĚŝĐĂů�ĂƐƐŝƐƚĂŶĐĞ͖ 
· ^��DĞĚŝĐĂů�Θ�ZĞƐĞĂƌĐŚ�ǀĞƐƐĞůƐ͖ 
· WĂƐƐĞŶŐĞƌ�ǀĞƐƐĞůƐ�ŽŶ�ŶŽƌŵĂů�ďƵƐŝŶĞƐƐ͖ 
· sĞƐƐĞůƐ�ďĞŝŶŐ�ĨƵŵŝŐĂƚĞĚ�ƉƌŝŽƌ�ƚŽ�ƚĂŬŝŶŐ�ŝŶ�ĐĂƌŐŽ͘ 
 
�ĞƌƚŚ�ĚƵĞƐ�ƉĂǇĂďůĞ�ďǇ�ǀĞƐƐĞůƐ�ƐŚŝƉƉŝŶŐ�ŽƌĞ�Ăƚ�ƚŚĞ�ŽƌĞ�ůŽĂĚŝŶŐ�ũĞƩǇ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ� 
^ĂůĚĂŶŚĂ 
 
�ŶǇ�ǀĞƐƐĞů�ƐŚŝƉƉŝŶŐ�ŽƌĞ�ǁŚŝĐŚ͕�ĂŌĞƌ�ďĞƌƚŚŝŶŐ�ĂůŽŶŐƐŝĚĞ�ƚŚĞ�ŽƌĞ�ůŽĂĚŝŶŐ�ũĞƩǇ�ĂŶĚ͕�ƚŚƌŽƵŐŚ�
ŶŽ�ĨĂƵůƚ�ŽĨ�ƚŚĞ�ƉŽƌƚ͕�ŝƐ�ƵŶĂďůĞ�ƚŽ�ĐŽŵŵĞŶĐĞ�ůŽĂĚŝŶŐ�ǁŝƚŚŝŶ�ƚǁŽ�ŚŽƵƌƐ͕�Žƌ�ǁŚŝĐŚ�ŝƐ�ƵŶĂďůĞ�
ƚŽ�ĐŽŶƟŶƵĞ� ůŽĂĚŝŶŐ�ĨŽƌ�Ă�ƉĞƌŝŽĚ�ĞǆĐĞĞĚŝŶŐ�ƚǁŽ�ŚŽƵƌƐ�ƉĞƌ�ŽĐĐƵƌƌĞŶĐĞ͕�Žƌ�ǁŚŝĐŚ�ŽĐĐƵƉŝĞƐ�
ƚŚĞ�ďĞƌƚŚ�ĂŌĞƌ�ĐŽŵƉůĞƟŽŶ�ŽĨ�ůŽĂĚŝŶŐ�ĂŶĚͬŽƌ�Ă�ĚƌĂƵŐŚƚ�ƐƵƌǀĞǇ�ĨŽƌ�Ă�ƉĞƌŝŽĚ�ĞǆĐĞĞĚŝŶŐ�ƚǁŽ�
ŚŽƵƌƐ͕�ǁŝůů�ďĞ�ƐƵďũĞĐƚ�ƚŽ�ďĞƌƚŚ�ĚƵĞƐ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ďĂƐĞĚ�ŽŶ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ƐƵŵŵĞƌ�
ĚĞĂĚ-ŵĂƐƐ� ƚŽŶŶĂŐĞ� ;ŵĞƚƌŝĐ� ƚŽŶƐͿ� ĂŶĚ� ĐĂůĐƵůĂƚĞĚ� ƐĞƉĂƌĂƚĞůǇ� ĨŽƌ� ƚŚĞ�ƟŵĞ�ĞǆĐĞĞĚŝŶŐ�ĞĂĐŚ�
ƉĞƌŝŽĚ�ŽĨ�ƚǁŽ�ŚŽƵƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭ͘Ϭϯ 
 
^ƚĂƚĞŵĞŶƚ�ŽĨ�&ĂĐƚƐ� ĨŽƌ�ĞĂĐŚ�ǀŽǇĂŐĞ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ� ƚŽ� ƚŚĞ��ƵƚŚŽƌŝƚǇ�ǁŝƚŚŝŶ�Ϯϰ�ŚŽƵƌƐ�
ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƐ͘� 
 
&ĞĞ�ĨŽƌ�ŶŽŶ�ƐƵďŵŝƐƐŝŽŶ�ŽĨ�^ƚĂƚĞŵĞŶƚ�ŽĨ�ĨĂĐƚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭ�ϴϭϭ͘Ϭϳ 
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7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���3257�'8(6�)25�60$//�9(66(/6��+8/.6�$1'�3/($685(�9(66(/6 

^ŵĂůů�ǀĞƐƐĞůƐ͕�ŚƵůŬƐ�ĂŶĚ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞůƐ�ǁŝůů�ďĞ�ĂůůŽǁĞĚ�ĂĐĐĞƐƐ�ƚŽ�ƚŚĞ�ƉŽƌƚ�Ăƚ�ƚŚĞ�ĚŝƐĐƌĞͲ
ƟŽŶ�ŽĨ�ƚŚĞ�ƉŽƌƚ͘ 
 
^ŵĂůů�ǀĞƐƐĞůƐ 
 
WĞƌ�ĮŶĂŶĐŝĂů�ǇĞĂƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͕�ƉĞƌ�ŵĞƚƌĞ�ŽĨ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͕�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 
 
EŽŶ-ŵĞĐŚĂŶŝĐĂůůǇ�ƉƌŽƉĞůůĞĚ�ďŽĂƚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϮ͘ϬϮ� 
 
^ĞůĨƉƌŽƉĞůůĞĚ�ďŽĂƚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϳϬ͘ϭϭ 
 
&ŝƐŚŝŶŐ�ǀĞƐƐĞůƐ�;ŚŽǁĞǀĞƌ�ƉƌŽƉĞůůĞĚͿ�ŽƉĞƌĂƟŶŐ�ĨƌŽŵ�ƚŚĞ�ĮƐŚŝŶŐ�ŚĂƌďŽƵƌ�Ăƚ�ƚŚĞ 
WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϮϯ͘Ϭϵ 
 
&ŝƐŚŝŶŐ�ǀĞƐƐĞůƐ�;ŚŽǁĞǀĞƌ�ƉƌŽƉĞůůĞĚͿ͕�ǁŝƚŚ�ŶŽŶ-ƐƚĞĞů�ĐŽŶƐƚƌƵĐƚĞĚ�ŚƵůůƐ 
· &Žƌ�ƚŚĞ�ĮƌƐƚ�ϭϬ�ŵĞƚƌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϲϵ͘ϯϯ 
· dŚĞƌĞĂŌĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯϯϴ͘ϲϭ 
 
&ŝƐŚŝŶŐ�ǀĞƐƐĞůƐ�;ŚŽǁĞǀĞƌ�ƉƌŽƉĞůůĞĚͿ͕�ǁŝƚŚ�ƐƚĞĞů�ĐŽŶƐƚƌƵĐƚĞĚ�ŚƵůůƐ 
· &Žƌ�ƚŚĞ�ĮƌƐƚ�ϭϬ�ŵĞƚƌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯϰϭ͘ϴϰ 
· dŚĞƌĞĂŌĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϲϴϯ͘ϲϬ 
 
,ƵůŬƐ 
 
,ƵůŬƐ͗�ƉĞƌ�ŵĞƚƌĞ͕�ƉĞƌ�ĚĂǇ�ĐĂůĐƵůĂƚĞĚ�ŽŶ�ƚŚĞ�ůĞŶŐƚŚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϴ͘Ϯϭ 
�Ŷ�ĂƉƉůŝĐĂƟŽŶ�ƚŽ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ŵƵƐƚ�ďĞ�ůŽĚŐĞĚ�ƉƌŝŽƌ�ƚŽ�ƚŚĞ�ĞǀĞŶƚ�ĂŌĞƌ�ǁŚŝĐŚ�ǁƌŝƩĞŶ�ĂƉͲ
ƉƌŽǀĂů�ǁŝůů�ďĞ�ŐƌĂŶƚĞĚ�ŝĨ�ĨĂǀŽƵƌĂďůǇ�ĐŽŶƐŝĚĞƌĞĚ͘ 
 
/Ĩ�ďƌŽŬĞŶ�ƵƉ�Ăƚ�Ă�ĐŽŵŵĞƌĐŝĂů�ǁŚĂƌĨ� ŝŵƉŽƌƚ�ĐĂƌŐŽ�ĚƵĞƐ� ŝƐ�ĂůƐŽ�ƉĂǇĂďůĞ� ŝŶ�ĂĚĚŝƟŽŶ� ƚŽ� ƚŚĞ�
ŚƵůŬ�ĨĞĞ͘ 
 
WůĞĂƐƵƌĞ�ǀĞƐƐĞůƐ 
 
�ĂĐŚ�ƉĞƌ�ĮŶĂŶĐŝĂů�ǇĞĂƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 
 
ZŽǁŝŶŐ�ďŽĂƚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϬϬ͘Ϭϵ 
KƚŚĞƌ�ǀĞƐƐĞůƐ�ŽĨ�ƵƉ�ƚŽ�ĂŶĚ�ŝŶĐůƵĚŝŶŐ�ϲ�ŵĞƚƌĞƐ�ŝŶ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͙͙͙͙͙͙͙͙͙͙͙͙͙ϮϬϬ͘ϭϴ 
KƚŚĞƌ�ǀĞƐƐĞůƐ�ŽĨ�ŽǀĞƌ�ϲ�ŵĞƚƌĞƐ�ŝŶ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϬϬ͘ϯϯ 
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sŝƐŝƟŶŐ�ǀĞƐƐĞůƐ�ƚŚĂƚ�ĂƌĞ�ŶŽƚ�ĞŶŐĂŐĞĚ�ŝŶ�ƚƌĂĚĞ�ĂŶĚ�ĚŽ�ŶŽƚ�ŵŽŽƌ�Ăƚ�Ă�ĐŽŵŵĞƌĐŝĂů�ďĞƌƚŚ�ĂƌĞ�
ĂůůŽǁĞĚ�Ă�ĨƌĞĞ�ƐƚĂǇ�ŽĨ�ϯϬ�ĚĂǇƐ�ŝŶ�ƉŽƌƚ͘ 
 
&ĞĞƐ�ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͕�ƉĞƌ�ĚĂǇ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͘ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ƌĂƚĞƐ�ŵƵƐƚ�ďĞ�ĂƉƉůŝĞĚ�ĂŌĞƌ�ƚŚĞ�ϯϬ�ĚĂǇ�ĨƌĞĞ�ƉĞƌŝŽĚ͘ 
 
&Žƌ�ƚŚĞ�ŶĞǆƚ�ϵϬ�ĚĂǇƐ͕�ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ůĞŶŐƚŚ�ŽǀĞƌĂůů�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͙͘Ϯ͘ϱϮ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ϵϬ�ĚĂǇƐ͕�ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͕�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͘ϰ͘ϵϴ 
 
dŚĞƌĞĂŌĞƌ͕�ĨŽƌ�ƚŚĞ�ƌĞŵĂŝŶŝŶŐ�ƉĞƌŝŽĚ�ƵƉ�ƚŽ�ϭϮ�ŵŽŶƚŚƐ͕�ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ůĞŶŐƚŚ�
ŽǀĞƌĂůů͕�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϵ͘ϵϲ 
 
/Ĩ�ǀŝƐŝƟŶŐ�ǇĂĐŚƚƐ�ĂŶĚ�ŽƚŚĞƌ�ǀŝƐŝƟŶŐ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞůƐ�ƌĞŵĂŝŶŝŶŐ�ŝŶ�ƉŽƌƚ�ĨŽƌ�Ă�ƉĞƌŝŽĚ�ŝŶ�ĞǆĐĞƐƐ�
ŽĨ�ϭϮ�ŵŽŶƚŚƐ͕�ƉĞƌ�ŵĞƚƌĞ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�ŽĨ�ůĞŶŐƚŚ�ŽǀĞƌĂůů͕�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͙͙͙͙͘Ϯϵ͘ϵϭ 

9LVLWLQJ�9HVVHOV��QRW�HQJDJHG�LQ�WUDGH��)RUHLJQ�/RFDO�\DFKWV��SRUW�GXHV� 
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���0,6&(//$1(286�6(59,&(6 

&ĞĞƐ�ĂƉƉůŝĐĂďůĞ�Ăƚ�ƉŽƌƚƐ�ǁŚĞƌĞ�ƚŚĞƐĞ�ƐĞƌǀŝĐĞƐ�Žƌ�ĞƋƵŝƉŵĞŶƚ�ĂƌĞ�ĂǀĂŝůĂďůĞ͘ 
 
͞�͟�tŚĞƚŚĞƌ�ƚŚĞ�ĮƌĞ�ŚĂƐ�ďĞĞŶ�ĞǆƟŶŐƵŝƐŚĞĚ�Žƌ�ŶŽƚ�ŽŶ�ƚŚĞ�ĂƌƌŝǀĂů�ŽĨ�ƚŚĞ�&ŝƌĞ�ĂŶĚ��ŵĞƌŐĞŶͲ
ĐǇ�^ĞƌǀŝĐĞƐ�ŽŶ�ƚŚĞ�ƐĐĞŶĞ͘ 
 
͞�͟�tŚĞƚŚĞƌ�ƚŚĞ�͞,ĂǌŵĂƚ͟�ŝŶĐŝĚĞŶƚ�ŚĂƐ�ďĞĞŶ�ƌĞƐŽůǀĞĚ�Žƌ�ŶŽƚ�ŽŶ�ƚŚĞ�ĂƌƌŝǀĂů�ŽĨ�ƚŚĞ�&ŝƌĞ�ĂŶĚ�
�ŵĞƌŐĞŶĐǇ�^ĞƌǀŝĐĞƐ�ŽŶ�ƚŚĞ�ƐĐĞŶĞ͘ 
 
͞�͟�tŚĞƚŚĞƌ�ƚŚĞ�ƌĞƐĐƵĞ�ĂŶĚͬŽƌ�ƐĂůǀĂŐĞ�ŽƉĞƌĂƟŽŶ�ŚĂƐ�ďĞĞŶ�ĐŽŵƉůĞƚĞĚ�Žƌ�ŶŽƚ�ŽŶ�ƚŚĞ�ĂƌƌŝͲ
ǀĂů�ŽĨ�ƚŚĞ�&ŝƌĞ�ĂŶĚ��ŵĞƌŐĞŶĐǇ�^ĞƌǀŝĐĞƐ͘ 
 
ZĞĨĞƌ�ƚŽ��͕���ĂŶĚ���ĨŽƌ�ƚŚĞ�ĨŽůůŽǁŝŶŐ�ĞŵĞƌŐĞŶĐǇ�Žƌ�ŝŶĐŝĚĞŶƚƐ�ďĞůŽǁ 
 
&ĞĞƐ͗ 

����),5(�$1'�(0(5*(1&<�6(59,&(6 

ϯ͘ϭ͘ϭ�&ŝƌĞ�ƚĞŶĚĞƌ�ƚƵƌŶ-ŽƵƚ�ĨĞĞ�—�,ĞĂǀǇ�ĚƵƚǇ�;ϳ�ϬϬϬ�ŬŐͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϯ�ϯϲϰ͘ϬϮ 
 

ϯ͘ϭ͘Ϯ�&ŝƌĞ�ƚĞŶĚĞƌ�ƚƵƌŶ-ŽƵƚ�ĨĞĞ�—�>ŝŐŚƚ�ĚƵƚǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯ�ϯϴϮ͘ϭϵ 
 

ϯ͘ϭ͘ϯ�,ĂǌŵĂƚ�;�ŚĞŵŝĐĂůͿ�ǀĞŚŝĐůĞ�ƚƵƌŶ-ŽƵƚ�—�,ĞĂǀǇ�ĚƵƚǇ�;ϳ�ϬϬϬ�ŬŐͿ͙͙͙͙͙͙͙͙͙͘ϯ�ϯϲϰ͘ϬϮ 
 

ϯ͘ϭ͘ϰ�,ĂǌŵĂƚ�;�ŚĞŵŝĐĂůͿ�ǀĞŚŝĐůĞ�ƚƵƌŶ-ŽƵƚ�—�>ŝŐŚƚ�ĚƵƚǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘Ϯ�ϯϴϮ͘ϭϵ 
 

ϯ͘ϭ͘ϱ�hƐĞ�ŽĨ�ƚŚĞ�ĮƌĞ�ƚĞŶĚĞƌ͕�ĞƋƵŝƉŵĞŶƚ�ĂŶĚ�ĐƌĞǁ͘ 
dŚĞ�ĨĞĞ�ŝƐ�ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭ�ϲϴϭ͘ϵϴ 
 

;�ƌĞǁсϭ�ǆ�ĮƌĞ�ŽĸĐĞƌ͕�ϰ�ǆ�ĮƌĞ�ĮŐŚƚĞƌƐ�ĨŽƌ�ĂŶǇ�ŝŶĐŝĚĞŶƚ�ŵĞŶƟŽŶĞĚ�ƵŶĚĞƌ�ŶƵŵďĞƌƐ��͕�͕�Ϳ͘ 
dŚĞ�ĨĞĞ�ŝƐ�ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ 
 

ϯ͘ϭ͘ϲ�hƐĞ�ŽĨ�,ĂǌŵĂƚ�ǀĞŚŝĐůĞ͕�ĞƋƵŝƉŵĞŶƚ�ĂŶĚ�ĐƌĞǁ͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘ϭ�ϲϴϭ͘ϵϴ 
 

ϯ͘ϭ͘ϳ��ĚĚŝƟŽŶĂů�ĮƌĞ�ĮŐŚƟŶŐ�ƐƚĂī�ĨĞĞ�ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ�—ĞĂĐŚ�ĂĚĚŝƟŽŶĂů�ŵĞŵͲ
ďĞƌ�ŽĨ�ƚŚĞ�ĮƌĞ�ƐĞƌǀŝĐĞ�ĂƐƐŝƐƟŶŐ�ŝŶ�ĂŶǇ�ŝŶĐŝĚĞŶƚ�ŵĞŶƟŽŶĞĚ�ƵŶĚĞƌ��͕���ĂŶĚ��͙͙͙͙͙͘͘Ϯϴϭ͘ϲϱ 
 

ϯ͘ϭ͘ϴ�&ŝƌĞ�ĮŐŚƚĞƌ�ŽŶ�ƐƚĂŶĚďǇ�ĚƵƚǇ�Ăƚ�ƚŚĞ� ŝŶĐŝĚĞŶƚ� ŝŶĐůƵĚŝŶŐ�ĞƋƵŝƉŵĞŶƚ�—ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯϴϭ͘ϲϱ 
 

ϯ͘ϭ͘ϵ�hƐĞ�ŽĨ�Ă�ƉŽƌƚĂďůĞ�ĮƌĞ�ƉƵŵƉ͕�ĐŚĞŵŝĐĂů� ƚƌĂŶƐĨĞƌ�ƉƵŵƉ͕�ŐĞŶĞƌĂƚŽƌ͕� ͞ǀĞůĚ�ĮƌĞ͟�ƉƵŵƉ͕�
ďŽďĐĂƚ�ŝŶĐůƵĚŝŶŐ�ƚŚĞ�ĮƌĞ�ĮŐŚƚĞƌ�ƚŽ�ŽƉĞƌĂƚĞ�ƚŚĞ�ƉƵŵƉ�ƉĞƌ�ŚĂůĨ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͘͘͘ϰϰϳ͘ϰϴ 
 

ϯ͘ϭ͘ϭϬ�hƐĞ�ŽĨ�ĂĚĚŝƟŽŶĂů�ďƌĞĂƚŚŝŶŐ�ĂƉƉĂƌĂƚƵƐ͘�WĞƌ�ƐĞƚ�—�ƚŚŝƐ�ŝƐ�ŝŶ�ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�ďƌĞĂƚŚŝŶŐ�
ĂƉƉĂƌĂƚƵƐ�ƐĞƚƐ�ĐĂƌƌŝĞĚ�ŽŶ�ƚŚĞ�ĮƌĞ�ƚĞŶĚĞƌ�Žƌ�ŚĂǌŵĂƚ�ǀĞŚŝĐůĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϮϭ͘ϭϰ 
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ϯ͘ϭ͘ϭϭ� hƐĞ� ŽĨ� ĂĚĚŝƟŽŶĂů� ĐŚĞŵŝĐĂů� ƉƌŽƚĞĐƟŽŶ� ƐƵŝƚƐ͘� WĞƌ� ƐƵŝƚ�—� ƚŚŝƐ� ŝƐ� ŝŶ� ĂĚĚŝƟŽŶ� ƚŽ� ƚŚĞ�
ĐŚĞŵŝĐĂů�ƐƵŝƚ�ĐĂƌƌŝĞĚ�ŽŶ�ƚŚĞ�ŚĂǌŵĂƚ�ǀĞŚŝĐůĞ�͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�ϲϴϭ͘ϵϴ 
 
ϯ͘ϭ͘ϭϮ�hƐĞ�ŽĨ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌƐ�ĨŽĂŵ�ƉĞƌ�ůŝƚƌĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϴϰ͘Ϯϳ 
 
ϯ͘ϭ͘ϭϯ�hƐĞ�ŽĨ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌƐ͘�dŚŝƐ� ŝƐ� ŝŶ�ĂĚĚŝƟŽŶ� ƚŽ� ƚŚŽƐĞ�ĐĂƌƌŝĞĚ�ŽŶ� ƚŚĞ�ĮƌĞ� ƚĞŶĚĞƌ�Žƌ�
ŚĂǌŵĂƚ�ǀĞŚŝĐůĞ 
 
dŚĞ� ĨĞĞƐ� ďĞůŽǁ� ŝŶĐůƵĚĞ� ƚŚĞ� ĐŽƐƚ� ŽĨ�ŵĂƚĞƌŝĂů͕� ůĂďŽƵƌ� ĂŶĚ� ƐƵƉĞƌǀŝƐŝŽŶ� ŝŶǀŽůǀĞĚ� ŝŶ� ƚŚĞ� ƌĞͲ
ĐŚĂƌŐŝŶŐ�ŽĨ�ƚŚĞ�ĞƋƵŝƉŵĞŶƚ͘ 
 
�͗�ϵ�>ƚ�ǁĂƚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϯϵ͘ϱϰ 
�͗�ϵ�>ƚ�ĨŽĂŵ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϲϴ͘ϰϯ 
�͗�ϵ�ŬŐ��ƌǇ�ƉŽǁĚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϮϭϬ͘ϱϵ 
�͗�ϱ-ϳ�ŬŐ��ĂƌďŽŶ��ŝŽǆŝĚĞ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯϯϲ͘ϵϮ 
 
ϯ͘ϭ͘ϭϰ��ŵĞƌŐĞŶĐǇ�ƐƵƉƉŽƌƚ�ǀĞŚŝĐůĞ�—�ZͬŬŵ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳ͘ϴϴ 
 
ϯ͘ϭ͘ϭϱ�dĂŶŬĞƌ�&ŝƌĞ�tĂƚĐŚ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ�^ĂůĚĂŶŚĂ 
 
ϭϮ-ϯϲ�,ŽƵƌƐ�dĂŶŬĞƌ�&ŝƌĞ�tĂƚĐŚ�-�dƵŐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϳ�ϲϲϱ͘ϳϰ 
;DĂǆŝŵƵŵ�ĨĞĞͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯϰϯ�ϵϳϴ͘ϲϯ 
ϭϮ-ϰϴ�,ŽƵƌƐ�dĂŶŬĞƌ�&ŝƌĞ�tĂƚĐŚ�-�dƵŐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϲ�ϬϴϮ͘ϲϮ 
;DĂǆŝŵƵŵ�ĨĞĞͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϭϱ�ϭϯϰ͘ϰϵ 

ϯ͘Ϯ͘ϭ�sĞƐƐĞů�ĮƌĞ�ƉƌŽƚĞĐƟŽŶ�ĚƵƟĞƐ�—�ĮƌĞ�ĮŐŚƚĞƌ�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯϭϯ͘ϮϮ� 
����������ϯ͘Ϯ͘ϭ͘ϭ��ƚ�ƚŚĞ�ƉŽƌƚ�ŽĨ��ƵƌďĂŶ�—�ĮƌĞ�ĮŐŚƚĞƌ�;ŝŶĐůƵĚŝŶŐ�ƐĞĐƵƌŝƚǇͿ�ƉĞƌ�ŚŽƵƌ͙͙͙͘͘ϱϯϭ͘ϱϰ 
 
ϯ͘Ϯ͘Ϯ��ĂƌŐŽ�ĮƌĞ�ƉƌŽƚĞĐƟŽŶ�ĚƵƟĞƐ�—�ĮƌĞ�ĮŐŚƚĞƌ�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϯϭϯ͘ϮϮ 
����������ϯ͘Ϯ͘Ϯ͘ϭ��ƚ�ƚŚĞ�ƉŽƌƚ�ŽĨ��ƵƌďĂŶ�—�ĮƌĞ�ĮŐŚƚĞƌ�;ŝŶĐůƵĚŝŶŐ�ƐĞĐƵƌŝƚǇͿ�ƉĞƌ�ŚŽƵƌ͙͙͙͘͘ϱϯϭ͘ϱϰ 
 
ϯ͘Ϯ͘ϯ�͞,ŽƚǁŽƌŬ͟�ĮƌĞ�ƐĂĨĞƚǇ�ŝŶƐƉĞĐƟŽŶ�ƐĞƌǀŝĐĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯϯϲ͘ϵϮ 

����),5(�3527(&7,21 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

����),5(�$:$5(1(66�75$,1,1*��0($/6�(;&/8'('� 

ϯ͘ϯ͘ϭ�&ŝƌĞ�ŝŶĚƵĐƟŽŶ�ĐŽƵƌƐĞ�ƉĞƌ�ƉĞƌƐŽŶ�ƉĞƌ�ĚĂǇ�;ϭ�ĚĂǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭ�ϬϱϬ͘Ϯϲ 
 

ϯ͘ϯ͘Ϯ�,ĂǌŵĂƚ�ĂǁĂƌĞŶĞƐƐ�ĐŽƵƌƐĞ�ƉĞƌ�ƉĞƌƐŽŶ�;Ϯ�ĚĂǇƐͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯ�ϭϬϯ͘ϭϰ 
 

ϯ͘ϯ͘ϯ�&ŝƌĞ�ŵĂƌƐŚĂů�ĐŽƵƌƐĞ�ƉĞƌ�ƉĞƌƐŽŶ�;ϭ�ĚĂǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�ϬϱϬ͘Ϯϲ 
 

ϯ͘ϯ͘ϰ�&ŝƌĞ�ƚĞĂŵ�ĐŽƵƌƐĞ�ƉĞƌ�ƉĞƌƐŽŶ�;Ϯ�ĚĂǇƐͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘Ϯ�ϭϬϯ͘ϭϰ 
 

ϯ͘ϯ͘ϱ�&ŝƌĞ�ĐŽ-ŽƌĚŝŶĂƟŽŶ�ĐŽƵƌƐĞ�ƉĞƌ�ƉĞƌƐŽŶ�;ϯ�ĚĂǇƐͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯ�ϭϱϯ͘ϰϮ 
 

ϯ͘ϯ͘ϲ�KŶ�ƐŝƚĞ�ĞǀĂĐƵĂƟŽŶ�ĚƌŝůůƐ�ͬ�ƐŝŵƵůĂƟŽŶƐ�ĂŶĚ�ĨĞĞĚďĂĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϱ�ϲϬϲ͘ϲϱ 
 

ϯ͘ϯ͘ϳ�,ĂǌŵĂƚ�ƚƌĂŝŶŝŶŐ�ĨŽƌ�ĚƌŝǀĞƌƐ�;Ϯ�ĚĂǇƐͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘Ϯ�ϭϬϯ͘ϭϰ 
 

ϯ͘ϯ͘ϴ�&ŝƌĞ�ƌŝƐŬ�ĂƐƐĞƐƐŵĞŶƚ�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘Ϯ�ϴϬϯ͘ϯϯ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

����),5(�(48,30(17�0$,17(1$1&( 

ϯ͘ϰ͘ϭ�>ĂďŽƵƌ�ĐŽƐƚ�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯϬϳ͘ϵϳ 
 
ϯ͘ϰ͘Ϯ�^ĞƌǀŝĐĞ�ŽĨ��KϮ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϱϱ͘ϯϬ� 
 
ϯ͘ϰ͘ϯ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŽĨ��KϮ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϯϯϲ͘ϵϮ 
 
ϯ͘ϰ͘ϰ�ZĞĐŚĂƌŐĞ�ŽĨ��KϮ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯϯϲ͘ϵϮ 
 
ϯ͘ϰ͘ϱ�^ĞƌǀŝĐĞ�ŽĨ�ϵ�ŬŐ�ƉŽǁĚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϲ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŽĨ�ϵ�ŬŐ�ƉŽǁĚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͘ϯϲϯ͘Ϯϴ 
 
ϯ͘ϰ͘ϳ�ZĞĐŚĂƌŐĞ�ŽĨ�ϵ�ŬŐ�ƉŽǁĚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯϯϲ͘ϵϮ 
 
ϯ͘ϰ͘ϴ�^ĞƌǀŝĐĞ�ŽĨ�ϵ�>ƚ�ǁĂƚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ�͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϵ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŽĨ�ϵ�>ƚ�ǁĂƚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϴϭ͘ϲϭ 
 
ϯ͘ϰ͘ϭϬ�ZĞĐŚĂƌŐĞ�ŽĨ�ϵ�>ƚ�ǁĂƚĞƌ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϭϭ�^ĞƌǀŝĐĞ�ŽĨ�ϵ�>ƚ�ĨŽĂŵ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϭϮ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŽĨ�ϵ�>ƚ�ĨŽĂŵ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϵϳ͘ϯϵ 
 
ϯ͘ϰ͘ϭϯ�ZĞĐŚĂƌŐĞ�ŽĨ�ϵ�>ƚ�ĨŽĂŵ�ĮƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϲϴ͘ϰϯ 
 
ϯ͘ϰ͘ϭϰ�^ĞƌǀŝĐĞ�ĮƌĞ�ŚŽƐĞ�ƌĞĞů͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϵϳ͘ϯϵ 
 
ϯ͘ϰ͘ϭϱ�^ĞƌǀŝĐĞ�ĂŶĚ�ƉƌĞƐƐƵƌĞ�ƚĞƐƚ�ŚŽƐĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϭϲ�^ĞƌǀŝĐĞ�ŵŽďŝůĞ�ĨŽĂŵ�ĮƌĞ�ƵŶŝƚ�;хϵ�>ƚƐ�ĐĂƉĂĐŝƚǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϭϳ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŵŽďŝůĞ�ĨŽĂŵ�ĮƌĞ�ƵŶŝƚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳϴϰ͘ϰϮ 
 
ϯ͘ϰ͘ϭϴ�ZĞĐŚĂƌŐĞ�ŵŽďŝůĞ�ĨŽĂŵ�ĮƌĞ�ƵŶŝƚ�;хϵ�>ƚƐ�ĐĂƉĂĐŝƚǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϱϴϵ͘ϲϮ 
 
ϯ͘ϰ͘ϭϵ�^ĞƌǀŝĐĞ�ŵŽďŝůĞ�ƉŽǁĚĞƌ�ĮƌĞ�ƵŶŝƚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϱϱ͘ϯϬ 
 
ϯ͘ϰ͘ϮϬ�WƌĞƐƐƵƌĞ�ƚĞƐƚ�ĂŶĚ�ƌĞĐŚĂƌŐĞ�ŵŽďŝůĞ�ƉŽǁĚĞƌ�ĮƌĞ�ƵŶŝƚ�;хϵ�ŬŐ�ĐĂƉĂĐŝƚǇͿ͙͙͙͙͙͘͘ϳϴϰ͘ϰϮ 
 
ϯ͘ϰ͘Ϯϭ�ZĞĐŚĂƌŐĞ�ŵŽďŝůĞ�ƉŽǁĚĞƌ�ĮƌĞ�ƵŶŝƚ�;хϵ�ŬŐ�ĐĂƉĂĐŝƚǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϱϴϵ͘ϲϮ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

ϯ͘ϱ͘ϭ�dƌĂŝŶŝŶŐ�&ĂĐŝůŝƟĞƐ�,ŝƌĞ�ƉĞƌ�ĚĂǇ�;ĞǆĐůƵĚŝŶŐ�ĮƌĞ�ĞƋƵŝƉŵĞŶƚͿ͙͙͙͙͙͙͙͙͙͙͙͘ϰ�ϵϬϲ͘ϱϬ 
 

ϯ͘ϱ͘Ϯ�&ŝƌĞ�ƉƵŵƉ�ŚŝƌĞ�;ƉĞƌ�ŚĂůĨ�ŚŽƵƌͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϰϳ͘ϱϬ 
 

ϯ͘ϱ͘ϯ��ũĞĐƚŽƌ�ƉƵŵƉ�ŚŝƌĞ�;ƉĞƌ�ŚĂůĨ�ŚŽƵƌͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϲϴ͘ϰϯ 
 

ϯ͘ϱ͘ϰ�&ŝƌĞ�ŚŽƐĞ�ŚŝƌĞ�;ƉĞƌ�ŚĂůĨ�ŚŽƵƌͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϰϮ͘ϭϮ 
 

ϯ͘ϱ͘ϱ��ƌĂŶĐŚ�ƉŝƉĞ�ĂŶĚ�ŶŽǌǌůĞ�ŚŝƌĞ�;ƉĞƌ�ϴ�Śƌ�ĚĂǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϮ͘ϭϮ 
 

ϯ͘ϱ͘ϲ�&ŝƌĞ�ĞǆƟŶŐƵŝƐŚĞƌ�ŚŝƌĞ�;ƉĞƌ�ϴ�Śƌ�ĚĂǇͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϯϵ͘ϱϰ 
 

ϯ͘ϱ͘ϳ�&ŝƌĞ�ƚĞŶĚĞƌ�ĂŶĚ�ĚƌŝǀĞƌ�—�ƐŽĐŝĂů�ĨƵŶĐƟŽŶƐ�;ƉĞƌ�ŚŽƵƌͿ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϯ�ϯϲϰ͘ϬϮ 

����),5(�(48,30(17�+,5( 

���6(&85,7<�6(59,&(6 

ϰ͘ϭ��ƌĞǁ�dƌĂŶƐƉŽƌƚĂƟŽŶ 
 

WŽƌƚ�ŽĨ��ƵƌďĂŶ͗ 
 

sĞŚŝĐůĞ�ƉƌŽǀŝĚĞĚ�ďǇ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͛Ɛ� �ƐĞĐƵƌŝƚǇ�ƚŽ�ĐƌĞǁ�ŵĞŵďĞƌƐ�ĨŽƌ�ǀĞƐƐĞůƐ�Ăƚ�/ƐůĂŶĚ�sŝĞǁ�
ďĞƌƚŚƐ�ϭ-ϴ�ƚŽ�ƚƌĂŶƐƉŽƌƚ�ĐƌĞǁ�ŵĞŵďĞƌƐ�ĨƌŽŵ�ǀĞƐƐĞů�ƚŽ��ŚĞĐŬ�WŽŝŶƚ� 
 

�ƌĞǁ�dƌĂŶƐƉŽƌƚĂƟŽŶ�ƉĞƌ�ĚĂǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭ�Ϭϲϱ͘ϵϰ 
 

ϰ͘Ϯ�&ĞĞƐ�ĨŽƌ�ŽƚŚĞƌ�ƐĞĐƵƌŝƚǇ�ƐĞƌǀŝĐĞƐ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 

���)5(6+�:$7(5 

&ĞĞƐ�ĨŽƌ�ƚŚĞ�ƐƵƉƉůǇ�ŽĨ�ĨƌĞƐŚ�ǁĂƚĞƌ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 

���(/(&75,&,7< 

&ĞĞƐ�ĨŽƌ�ĞůĞĐƚƌŝĐŝƚǇ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 

���5(029$/�2)�5()86( 

&ĞĞƐ�ĨŽƌ�ƚŚĞ�ƌĞŵŽǀĂů�ŽĨ�ƌĞĨƵƐĞ�ĨƌŽŵ�ƚŚĞ�ƉŽƌƚ�ĂƌĞ�ĐŽŵƉƵůƐŽƌǇ�;ǁŚĞƌĞ�ĂƉƉůŝĐĂďůĞͿ�ĂŶĚ�ĂǀĂŝůͲ
ĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
���&20%$7,1*�2)�2,/�32//87,21 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ŵƵƐƚ�ďĞ�ƌĂŝƐĞĚ�ĨŽƌ�ƚŚĞ�ĐŽŵďĂƟŶŐ�ŽĨ�Žŝů�ƉŽůůƵƟŽŶ�ŝŶ�ƚŚĞ�ƉŽƌƚ�ĂƌĞĂ͘ 
 
· hƟůŝǌĂƟŽŶ�ŽĨ�Žŝů�ďŽŽŵ�ƉĞƌ�ŚŽƵƌ�Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϵϮϭ͘Ϭϵ 
· Kŝů�ƐƉŝůů�ĞŵƵůƐŝĮĞƌ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�ƉĞƌ�ůŝƚƌĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ�͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘͘KŶ�ĂƉƉůŝĐĂƟŽŶ 
· &ĞĞƐ�ĨŽƌ�ĂŶǇ�ƚƵŐƐ�ƵƐĞĚ�ŝŶ�ƚŚĞ�ĐŽŵďĂƟŶŐ�ŽƉĞƌĂƟŽŶ�ǁŝůů�ďĞ�ƌĂŝƐĞĚ�ƐĞƉĂƌĂƚĞůǇ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���3$66(1*(5�%$**$*(��$//�32576 

tŚĞƌĞ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ŝƐ�ŝŶǀŽůǀĞĚ�ŝŶ�ƚŚĞ�ŚĂŶĚůŝŶŐ�ŽĨ�ƉĂƐƐĞŶŐĞƌ͛Ɛ�ďĂŐŐĂŐĞ͕�ŽƚŚĞƌ�ƚŚĂŶ�ŵĂŶŝͲ
ĨĞƐƚĞĚ� ďĂŐŐĂŐĞ͕� ƚŚĞ� ĨŽůůŽǁŝŶŐ� ĨĞĞƐ� ƐŚĂůů� ďĞ� ĐŽůůĞĐƚĞĚ� ĨƌŽŵ� ŽǁŶĞƌƐͬĂŐĞŶƚƐ� ŽĨ� ƉĂƐƐĞŶŐĞƌ-
ĐĂƌƌǇŝŶŐ�ǀĞƐƐĞůƐ�ĨŽƌ�Ăůů�ƉĂƐƐĞŶŐĞƌƐ�ŽŶ�ĞŵďĂƌŬĂƟŽŶ�Žƌ�ŽŶ�ĚŝƐĞŵďĂƌŬĂƟŽŶ͘ 
 

WĞƌ�ƉĂƐƐĞŶŐĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϴϬ͘ϲϰ 

����3$66(1*(56¶�/(9<��$//�32576 

dŚĞ�ůĞǀǇ�ĐŚĂƌŐĞ�ǁŝůů�ďĞ�ŝŶ�ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�ĂďŽǀĞŵĞŶƟŽŶĞĚ�ďĂŐŐĂŐĞ�ĐŚĂƌŐĞ�ĨŽƌ�Ăůů�ƉĂƐƐĞŶͲ
ŐĞƌƐ�ŽŶ�ĞŵďĂƌŬĂƟŽŶ�Žƌ�ŽŶ�ĚŝƐĞŵďĂƌŬĂƟŽŶ͘ 
 

�ŵďĂƌŬĂƟŽŶ�ƉĞƌ�ƉĂƐƐĞŶŐĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϴϱ͘Ϭϭ 
�ŝƐĞŵďĂƌŬĂƟŽŶ�ƉĞƌ�ƉĂƐƐĞŶŐĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϴϱ͘Ϭϭ 
sŝƐŝƟŶŐ�ƉĂƐƐĞŶŐĞƌ�ŝŶ�ƚƌĂŶƐŝƚ�ƉĞƌ�ĐĂůů͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϴϱ͘Ϭϭ 
 

dŚĞ�ƉĂƐƐĞŶŐĞƌ�ůĞǀǇ�ŝƐ�ƌĂŝƐĞĚ�Ăƚ�Ăůů�ƉŽƌƚƐ�ǁŚĞƌĞ�ƉĂƐƐĞŶŐĞƌƐ�ĞŵďĂƌŬ�͕�ĚŝƐĞŵďĂƌŬ�Žƌ�ǀŝƐŝƚ�ƚŚĞ�
ƉŽƌƚƐ͘�dŚĞ�ůĞǀǇ�ŝƐ�ƌĂŝƐĞĚ�ŽŶ�Ă�ƉĞƌ�ĐĂůů�ďĂƐŝƐ͘ 

����$'0,1,675$7,9(�)((6 

ϭϭ͘ϭ��ŵĞŶĚŝŶŐ�&ĞĞƐ 
 

�ŵĞŶĚŝŶŐ�ĨĞĞƐ�ǁŝůů�ďĞ�ĂƉƉůŝĐĂďůĞ�ĨŽƌ�Ăůů�ĐŚĂŶŐĞƐ�ƚŽ�ŵĂƌŝŶĞ�ŽƌĚĞƌ�ƉŽƐƚ�ŝŶǀŽŝĐŝŶŐ�ǁŚŝĐŚ�ĂƌŝƐĞ�
ĨƌŽŵ�ĐƵƐƚŽŵĞƌ�ŝŶŝƟĂƚĞĚ�ƌĞƋƵĞƐƚƐ 
 

�ŵĞŶĚŝŶŐ�&ĞĞ�ƉĞƌ�ƌĞƋƵĞƐƚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϭϬ͘ϳϱ 
 

ϭϭ͘Ϯ�^Ɖůŝƚ��ĐĐŽƵŶƚ�&ĞĞƐ 
WZ/KZ�ƚŽ�ǀĞƐƐĞů�ƐĂŝůŝŶŐ�ƉĞƌ�ƉĂƌƚǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϮϭ͘ϭϰ 
�&d�Z�ǀĞƐƐĞů�ƐĂŝůŝŶŐ�ǁŝůů�ƌĞƐƵůƚ�ŝŶ�ƚŚĞ�ƐƉůŝƚ�ĂĐĐŽƵŶƚ�ĨĞĞ�ďĞŝŶŐ�ůĞǀŝĞĚ�ƚǁŝĐĞ�ƉĞƌ�ƉĂƌƚǇ͘ 
 

�ƌĞĚŝƚ�Θ�ZĞ-ĚĞďŝƚ�ŽĨ�ŵĂƌŝŶĞ�ŝŶǀŽŝĐĞ�ĂƐ�ƉĞƌ�ĐůŝĞŶƚ͛Ɛ�ƌĞƋƵĞƐƚ�ĂŌĞƌ�ǀĞƐƐĞů�ƐĂŝůŝŶŐ�ǁŝůů�ƌĞƐƵůƚ�ŝŶ�
Ă�ĨĞĞ�ďĞŝŶŐ�ůĞǀŝĞĚ�ƚǁŝĐĞ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 
WKZd�^�Zs/���>/��E��͕�WKZd�Zh>��>/��E��͕�WKZd�Zh>��Z�'/^dZ�d/KE��E��WKZd�Zh>��
W�ZD/d�&��^ 

ϭ͘�&��^�W�z��>��&KZ�WKZd�^�Zs/���>/��E���dK����/^^h����z�d,���hͲ
d,KZ/dz�/E�d�ZD^�K&�^��d/KE�ϱϳ�K&�d,��E�d/KE�>�WKZd^���d͕�EŽ͘�
ϭϮ�ŽĨ�ϮϬϬϱ 

>ŝĐĞŶĐĞ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ�ŝŶ�ĞƋƵĂů�ŝŶƐƚĂůůŵĞŶƚƐ͕�ŽŶ�ĂŶ�ĂŶŶƵĂů�ďĂƐŝƐ͕�ŽǀĞƌ�ƚŚĞ�ƉĞƌŝŽĚ�ŽĨ�ƚŚĞ�
ůŝĐĞŶĐĞ͘ 
 
&ĞĞ�ĨŽƌ�ĚƵƌĂƟŽŶ�ŽĨ�ůŝĐĞŶĐĞ�ƉĞƌ�ƉŽƌƚ 
 

&ůŽĂƟŶŐ�ĐƌĂŶĞ�ƐĞƌǀŝĐĞƐ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘Ϯϭ�ϵϮϯ͘ϬϬ 
^ƚĞǀĞĚŽƌĞ�ƐĞƌǀŝĐĞƐ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘Ϯϭ�ϵϮϯ͘ϬϬ 
tĂƐƚĞ�ĚŝƐƉŽƐĂů�ƐĞƌǀŝĐĞƐ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘�Ϯϭ�ϵϮϯ͘ϬϬ 

Ϯ͘�&��^�W�z��>��&KZ�>/��E��^͕�Z�'/^dZ�d/KE��E��W�ZD/d^�dK����
/^^h����z�d,���hd,KZ/dz�/E�d�ZD^�K&�WKZd�Zh>�^�D�����z�d,��
�hd,KZ/dz�/E�d�ZD^�K&�^��d/KE�ϴϬ;ϮͿ�K&�d,��E�d/KE�>�WKZd^���d͕�
EŽ͘�ϭϮ�ŽĨ�ϮϬϬϱ͗ 
Ϯ͘ϭ�WŽƌƚ�ZƵůĞ�>ŝĐĞŶĐĞƐ�;&ĞĞ�ĨŽƌ�ĚƵƌĂƟŽŶ�ŽĨ�ůŝĐĞŶĐĞͿ�ƉĞƌ�ƉŽƌƚ 
 

�ƵŶŬĞƌŝŶŐ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘�Ϯϭ�ϵϮϯ͘ϬϬ 
�ŝǀŝŶŐ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙�Ϯϭ�ϵϮϯ͘ϬϬ 
&ŝƌĞ�ƉƌŽƚĞĐƟŽŶ�ĂŶĚ�ĮƌĞ�ĞƋƵŝƉŵĞŶƚ�ŝŶƐƚĂůůĂƟŽŶ�ĂŶĚ�ŵĂŝŶƚĞŶĂŶĐĞ�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͘͘͘Ϯϭ�ϵϮϯ͘ϬϬ 
WĞƐƚ�ĐŽŶƚƌŽů�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘Ϯϭ�ϵϮϯ͘ϬϬ 
WŽůůƵƟŽŶ�ĐŽŶƚƌŽů�ůŝĐĞŶĐĞ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯϭ�ϵϮϯ͘ϬϬ 
 
Ϯ͘Ϯ�WŽƌƚ�ZƵůĞ�ZĞŐŝƐƚƌĂƟŽŶ�;&ĞĞ�ĨŽƌ�ĚƵƌĂƟŽŶ�ŽĨ�ƌĞŐŝƐƚƌĂƟŽŶͿ�ƉĞƌ�ƉŽƌƚ 
 

sĞƐƐĞů�ĂŐĞŶƚ�ƌĞŐŝƐƚƌĂƟŽŶ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϳϮϭ͘ϭϲ 
 

Ϯ͘ϯ�WŽƌƚ�ZƵůĞ�ĂĐĐĞƐƐ�ƉĞƌŵŝƚ�ĨŽƌ�ƉĞƌƐŽŶƐ�ĂŶĚ�ǀĞŚŝĐůĞƐ 
 

WĞƌƐŽŶƐ�ĂĚ�ŚŽĐ�ĂĐĐĞƐƐ�ƉĞƌŵŝƚ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ĨƌĞĞ 
WĞƌƐŽŶƐ�ůŽŶŐĞƌ-ƚĞƌŵ�ĂĐĐĞƐƐ�ƉĞƌŵŝƚ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ Ĩ͘ƌĞĞ 
DŽƚŽƌ�ǀĞŚŝĐůĞ�ĂĐĐĞƐƐ�ƉĞƌŵŝƚ�ĨĞĞ�ƉĞƌ�ĮŶĂŶĐŝĂů�ǇĞĂƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϯϯϴ͘ϴϲ 
 

Ϯ͘ϰ�WŽƌƚ�ZƵůĞ�ƉĞƌŵŝƚƐ�ĨŽƌ�ƐŵĂůů�ǀĞƐƐĞůƐ�ĂŶĚ�ƉůĞĂƐƵƌĞ�ǀĞƐƐĞůƐ 
 

^ŵĂůů�ǀĞƐƐĞů�ƉĞƌŵŝƚ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ĨƌĞĞ� 
WůĞĂƐƵƌĞ�ǀĞƐƐĞů�ƉĞƌŵŝƚ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ĨƌĞĞ 
 

Ϯ͘ϱ�ZĞƉůĂĐĞŵĞŶƚ�ŽĨ�ƉĞƌŵŝƚƐ 
 

WĞƌŵŝƚ�ƌĞƉůĂĐĞŵĞŶƚ�ĨĞĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϰϬϲ͘ϲϰ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 

�Zz�K�<^͕�&>K�d/E'��K�<^͕�^zE�ZK>/&d^��E��^>/Wt�z^ 

���*(1(5$/�7(506�$1'�&21',7,216 

͞KƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͟ 
 

WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
�ĐĐŽƌĚŝŶŐ�ƚŽ�ƚŚĞ�ĐƵƐƚŽŵ�ŽĨ�ƚŚĞ�ĨĂĐŝůŝƚǇ͘ 
 

WŽƌƚ�ŽĨ��ƵƌďĂŶ 
ϬϳŚϬϬ�-�ϭϳŚϬϬ�tĞĞŬĚĂǇƐ 
 
͞tĞĞŬ-ĞŶĚƐ�ĂŶĚ�WƵďůŝĐ�,ŽůŝĚĂǇƐ͟ 
 

^ƉĞĐŝĂů� ƉĞƌŵŝƐƐŝŽŶ�ŵƵƐƚ� ďĞ� ŽďƚĂŝŶĞĚ� ĨŽƌ�ǁŽƌŬ� ƚŽ� ďĞ� ƵŶĚĞƌƚĂŬĞŶ� ŽŶ� ^ĂƚƵƌĚĂǇƐ͕� ^ƵŶĚĂǇƐ�
ĂŶĚ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͘�^ƉĞĐŝĂů�ĂƌƌĂŶŐĞŵĞŶƚƐ�ŵƵƐƚ�ĂůƐŽ�ďĞ�ŵĂĚĞ�ĨŽƌ�ƚŚĞ�ƉƌŽǀŝƐŝŽŶ�ŽĨ�ƐĂůƚ�ǁĂͲ
ƚĞƌ͕�ĐŽŵƉƌĞƐƐĞĚ�Ăŝƌ͕�ĐƌĂŶĂŐĞ�ĞƚĐ͘�ŽƵƚƐŝĚĞ�ŶŽƌŵĂů�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ͘ 
 
͞dŽŶŶĂŐĞ�ŽĨ�ǀĞƐƐĞůƐ�ĨŽƌ�ƚĂƌŝī�ƉƵƌƉŽƐĞƐ͟ 
 
dŚĞ�ŐƌŽƐƐ� ƚŽŶŶĂŐĞ�ŽĨ�Ă�ǀĞƐƐĞů� ŝŶ�ĐƵďŝĐ�ŵĞƚƌĞƐ� ;ĐŽŶǀĞƌƐŝŽŶ�ĨĂĐƚŽƌ�Ϯ͕ϴϯͿ�ŽĨ�Ă�ǀĞƐƐĞů�ĂƐ�ƉĞƌ�
ƚŚĞ�ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ�ŝƐƐƵĞĚ�ŝŶ�ƚĞƌŵƐ�ŽĨ�ƚŚĞ�dŽŶŶĂŐĞ��ŽŶǀĞŶƟŽŶ�ϭϵϲϵ͕ 
 

WůƵƐ 
 

dŚĞ�ƚŽŶŶĂŐĞ�ŝƐ�ŵĂƐƐ͕�ŽĨ�Ăůů�ĐĂƌŐŽ�ŽŶ�ďŽĂƌĚ͘ 
 
tŚĞƌĞ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ƚŽŶŶĂŐĞ�ĐĞƌƟĮĐĂƚĞ�ŝƐ�ŶŽƚ�ĂǀĂŝůĂďůĞ�ƚŚĞ�ŚŝŐŚĞƐƚ�ƚŽŶŶĂŐĞ�ĂƐ�ƌĞŇĞĐƚĞĚ�ŝŶ�
>ůŽǇĚƐ�ZĞŐŝƐƚĞƌ�ŽĨ�^ŚŝƉƉŝŶŐ�ĐŽŶǀĞƌƚĞĚ�;ǆϮ͕ϴϯͿ�ƚŽ�ĐƵďŝĐ�ŵĞƚƌĞƐ�ŝƐ�ĂĐĐĞƉƚĞĚ͘ 

���%22.,1*�)((6 

Ϯ͘ϭ��ŽŽŬŝŶŐƐ�Ăƚ�ƚŚĞ�WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
 

dŚĞ� ĨŽůůŽǁŝŶŐ� ĚĞƉŽƐŝƚƐ� ĂƌĞ� ƌĞƋƵŝƌĞĚ� ĨŽƌ� ƚŚĞ� ƵƐĞ� ŽĨ� Ă� ĚƌǇĚŽĐŬ͕� ŇŽĂƟŶŐ� ĚŽĐŬ� Žƌ� ƐǇŶĐƌŽůŝŌ�
ǁŚĞŶ�Ă�Įƌŵ�ďŽŽŬŝŶŐ�ŚĂƐ�ďĞĞŶ�ŵĂĚĞ͗ 
 

�ƌǇĚŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϱϲ�ϮϮϮ͘ϱϲ 
 

^ǇŶĐƌŽůŝŌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϰ�Ϭϱϱ͘ϲϰ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

Ϯ͘Ϯ��ŽŽŬŝŶŐƐ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĚĞƉŽƐŝƚƐ�ĂƌĞ�ƌĞƋƵŝƌĞĚ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�Ă�ĚƌǇĚŽĐŬ�Žƌ�ŇŽĂƟŶŐ�ĚŽĐŬ�ǁŚĞŶ�Ă�Įƌŵ�
ďŽŽŬŝŶŐ�ŚĂƐ�ďĞĞŶ�ŵĂĚĞ͗ 
 

�ƌǇĚŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϱϲ�ϮϮϮ͘ϱϲ 
&ůŽĂƟŶŐ��ŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϱϲ�ϮϮϮ͘ϱϲ 
 

Ϯ͘ϯ��ŽŽŬŝŶŐƐ�ĨŽƌ�^ůŝƉǁĂǇƐ�Ăƚ�ƚŚĞ�ƉŽƌƚ�ŽĨ�DŽƐƐĞů��ĂǇ�ĂŶĚ�WŽƌƚ��ůŝǌĂďĞƚŚ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĚĞƉŽƐŝƚƐ�ĂƌĞ�ƌĞƋƵŝƌĞĚ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�ƐůŝƉǁĂǇ�ǁŚĞŶ�Ă�Įƌŵ�ďŽŽŬŝŶŐ�ŚĂƐ�ďĞĞŶ�
ŵĂĚĞ͗ 
^ůŝƉǁĂǇƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�ϲϴϲ͘ϲϴ 

���3(1$/7,(6 

1. ^ŚŽƵůĚ�ƚŚĞ�ďŽŽŬŝŶŐ�ŶŽƚ�ďĞ�ƚĂŬĞŶ�ƵƉ�Žƌ�ĐĂŶĐĞůůĞĚ�ǁŝƚŚŝŶ�ϲϬ�ĐŽŶƐĞĐƵƟǀĞ�ĚĂǇƐ�ƉƌŝŽƌ�ƚŽ�
ƚŚĞ�ďŽŽŬĞĚ�ĚĂƚĞ͕�ƚŚĞ�ĚĞƉŽƐŝƚ�ǁŝůů�ďĞ�ĨŽƌĨĞŝƚĞĚ͘�/Ĩ�ƚŚĞ�ďŽŽŬŝŶŐ�ŝƐ�ĐĂŶĐĞůůĞĚ�ŐƌĞĂƚĞƌ�ƚŚĂŶ�
ϲϬ�ĚĂǇƐ͕�Ă�ĨƵůů�ƌĞĨƵŶĚ�ǁŝůů�ďĞ�ŐŝǀĞŶ� 

2. sĞƐƐĞůƐ�ƚŚĂƚ�ĞǆĐĞĞĚ�ƚŚĞŝƌ�ĂůůŽĐĂƚĞĚ�ƐĐŚĞĚƵůĞĚ�ďŽŽŬŝŶŐ�ĚĂƚĞƐ�ĨŽƌ�ƚŚĞ�ĚƌǇ-ĚŽĐŬ͕�ŇŽĂƟŶŐ�
ĚŽĐŬ� ĂŶĚ� ƐǇŶĐƌŽůŝŌ� ŽĐĐƵƉĂŶĐǇ� ƉĞƌŝŽĚ�ǁŝůů� ŝŶĐƵƌ� Ă� ϰϬй�ƉĞŶĂůƚǇ� ŽŶ� ĚƌǇ-ĚŽĐŬ͕� ŇŽĂƟŶŐ�
ĚŽĐŬ�ĂŶĚ�ƐǇŶĐƌŽůŝŌ�ĚƵĞƐ�ĨŽƌ�ĞĂĐŚ�ƐƵďƐĞƋƵĞŶƚ�ϭϮ-ŚŽƵƌ�ƉĞƌŝŽĚ�ŽĨ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ŽǀĞƌƐƚĂǇ�
ŽŶ�ƚŚĞ�ƐŚŝƉ�ƌĞƉĂŝƌ�ĨĂĐŝůŝƚǇ͘ 

���35(3$5$7,21 

ϰ͘ϭ�WƌĞƉĂƌĂƟŽŶ�Ăƚ�ƚŚĞ�WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
 

EŽƚĞ͗�^ŚŽƵůĚ�ƚŚĞ�ďŽŽŬŝŶŐ�ŽĨ�Ă�ĚƌǇĚŽĐŬ�ďĞ�ĐĂŶĐĞůůĞĚ�ĂŌĞƌ�ƚŚĞ�ƉƌĞƉĂƌĂƚŽƌǇ�ǁŽƌŬ�ŚĂƐ�ďĞŐƵŶ͕�
ƉƌĞƉĂƌĂƟŽŶ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ͘ 
 

dŽŶƐ�ƐŚĂůů�ŵĞĂŶ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŝŶ�ĐƵďŝĐ�ŵĞƚƌĞƐ 
 

sĞƐƐĞůƐ�ƵƉ�ƚŽ�ϭ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯ�ϭϱϴ͘ϵϲ� 
 

sĞƐƐĞůƐ�ĨƌŽŵ�ϭ�ϬϬϭ�ƵƉ�ƚŽ�ϭϬ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϰ�ϯϭϳ͘ϵϭ 
 

sĞƐƐĞůƐ�ĨƌŽŵ�ϭϬ�ϬϬϭ�ƵƉ�ƚŽ�ϮϬ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϴ�ϲϯϱ͘ϳϴ 
 

sĞƐƐĞůƐ�ĨƌŽŵ�ϮϬ�ϬϬϭ�ƵƉ�ƚŽ�ϱϬ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭϮ�ϵϱϯ͘ϳϮ 
 

sĞƐƐĞůƐ�ĂďŽǀĞ�ϱϬ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘͘ϭϳ�Ϯϳϭ͘ϱϲ 
 
ϰ͘Ϯ�WƌĞƉĂƌĂƟŽŶ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ĨŽƌ�ƚŚĞ�ƉƌĞƉĂƌĂƟŽŶ�ŽĨ�Ă�ĚƌǇĚŽĐŬ�ĂŶĚ�ŇŽĂƟŶŐ�ĚŽĐŬ�ƉĞƌ�ǀĞƐƐĞů͕�ĂƌĞ�ƉĂǇĂͲ
ďůĞ͗ 
�ƌǇĚŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϳ�ϮϴϮ͘ϴϭ 
 

&ůŽĂƟŶŐ��ŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϲ�ϵϲϱ͘ϭϳ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���'2&.,1*�$1'�81'2&.,1*�2)�9(66(/6 

ϱ͘ϭ��ŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ�Ăƚ�ƚŚĞ�WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ͕�ƉĞƌ�ƐĞƌǀŝĐĞ͕�ĨŽƌ�ƚŚĞ�ĚŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ�;ƚŚĞ�
ĚŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ĂƌĞ�ƌĞŐĂƌĚĞĚ�ĂƐ�ƐĞƉĂƌĂƚĞ�ƐĞƌǀŝĐĞƐͿ͗ 
 
�ƌǇĚŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϯ�Ϭϴϯ͘ϬϬ 
 

^ǇŶĐƌŽůŝŌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϱ�ϳϳϭ͘Ϯϯ 
 
/Ŷ�ƚŚĞ�ĞǀĞŶƚ�ŽĨ�Ă�ƌĞƋƵĞƐƚ�ĨŽƌ�ƐĞƌǀŝĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ďĞŝŶŐ�ĐĂŶĐĞůůĞĚ�ĂŌĞƌ�
ƚŚĞ�ƐƚĂī�ŚĂǀĞ�ďĞĞŶ�ďƌŽƵŐŚƚ�ŽŶ�ĚƵƚǇ͕�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ�ĂƐ�ŝĨ�ƚŚĞ�ƐĞƌǀŝĐĞ�ǁĂƐ�ƌĞŶĚĞƌĞĚ͘ 
 
ϱ͘Ϯ��ŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ͕�ƉĞƌ�ƐĞƌǀŝĐĞ͕�ĨŽƌ�ƚŚĞ�ĚŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ�;ƚŚĞ�
ĚŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐ�ĂƌĞ�ƌĞŐĂƌĚĞĚ�ĂƐ�ƐĞƉĂƌĂƚĞ�ƐĞƌǀŝĐĞƐͿ͗ 
 
�ƌǇĚŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭϯ�Ϭϴϯ͘ϬϬ 
 

&ůŽĂƟŶŐ��ŽĐŬ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϮ�ϴϯϴ͘ϰϬ 
 
/Ŷ�ƚŚĞ�ĞǀĞŶƚ�ŽĨ�Ă�ƌĞƋƵĞƐƚ�ĨŽƌ�ƐĞƌǀŝĐĞƐ�ŽƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ďĞŝŶŐ�ĐĂŶĐĞůůĞĚ�ĂŌĞƌ�
ƚŚĞ�ƐƚĂī�ŚĂǀĞ�ďĞĞŶ�ďƌŽƵŐŚƚ�ŽŶ�ĚƵƚǇ͕�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ�ĂƐ�ŝĨ�ƚŚĞ�ƐĞƌǀŝĐĞ�ǁĂƐ�ƌĞŶĚĞƌĞĚ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���'5<'2&.��)/2$7,1*�'2&.�$1'�6<1&52/,)7�'8(6 

�ůů� ĐŚĂƌŐĞƐ� ƵŶĚĞƌ� ĐůĂƵƐĞ� ϲ� ďĞůŽǁ� ĂƌĞ� ƐƵďũĞĐƚ� ƚŽ� ƚŚĞ� ŽǀĞƌƐƚĂǇ� ƉĞŶĂůƟĞƐ� ĂƐ� ƐƉĞĐŝĮĞĚ� ŝŶ�
�ůĂƵƐĞ�ϯ�ŽŶ�ƉĂŐĞ�ϯϰ͘ 
 
ϲ͘ϭ��ƌǇĚŽĐŬ͗�WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ǁŚŝĐŚ�ŝŶĐůƵĚĞ�ĐƌĂŶĂŐĞ�ĂŶĚ�ƐĂůƚ�ǁĂƚĞƌ�ĚƵƌŝŶŐ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ĂƌĞ�
ƉĂǇĂďůĞ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�Ă�ƌĞƉĂŝƌ�ĨĂĐŝůŝƚǇ͗ 
 

dŽŶƐ�ƐŚĂůů�ŵĞĂŶ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŝŶ�ĐƵďŝĐ�ŵĞƚƌĞƐ͘ 

�ƌǇĚŽĐŬ &ŝƌƐƚ� ƉĞƌŝŽĚ� ŽĨ� Ϯϰ� ŚŽƵƌƐ�
Žƌ�ƉĂƌƚ�ƚŚĞƌĞŽĨ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

ϲϬ�ϬϬϭ�ƚŽ�ϴϬ�ϬϬϬ 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϱϭ�ϰϵϰ͘Ϯϭ�������������������������������������������������
ϯ͘ϱϯ 

Ϯϱ�ϳϰϳ͘ϭϮ��������������������������������������������������
Ϭ͘ϵϰ� 

sĞƐƐĞůƐ�ƵƉ�ƚŽ�ϯ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϴ�ϱϴϱ͘ϮϬ������������������������������������������������
Ϯ͘ϱϮ� 

ϰ�ϮϵϮ͘ϱϳ��������������������������������������������������
Ϭ͘ϴϰ� 

ϯ�ϬϬϭ�ƚŽ�ϲ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϭϭ�ϯϬϬ͘ϳϯ�������������������������������������������������
Ϯ͘ϴϴ� 

ϱ��ϲϱϬ͘ϯϴ��������������������������������������������������
Ϭ͘ϵϰ� 

ϲ�ϬϬϭ�ƵƉ�ƚŽ�ϭϬ�ϬϬϬ�ƚŽŶƐ� 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϭϵ�ϴϰϲ͘ϱϲ��������������������������������������������
ϯ͘ϱϯ� 

ϵ�ϵϮϯ͘Ϯϴ��������������������������������������������������
ϭ͘ϯϵ� 

ϭϬ�ϬϬϭ�ƚŽŶƐ�ƚŽ�ϯϬ�ϬϬϬ�ƚŽŶƐ� 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϮϬ�ϳϳϵ͘ϴϱ�������������������������������������������������
ϯ͘ϱϯ� 

ϭϬ�ϯϴϵ͘ϵϯ��������������������������������������������������
ϭ͘ϯϵ� 

ϯϬ�ϬϬϭ�ƚŽ�ϲϬ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ�ƉĞƌ�ƚŽŶ 

ϰϯ�ϯϬϴ͘ϮϮ�������������������������������������������������
ϯ͘ϱϯ� 

Ϯϭ�ϲϱϰ͘ϭϰ��������������������������������������������������
ϭ͘ϮϬ� 

�ďŽǀĞ�ϴϬ�ϬϬϬ�ƚŽŶƐ͕�ĨĞĞƐ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

ϲ͘Ϯ��ƌǇĚŽĐŬ͗�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ǁŚŝĐŚ�ŝŶĐůƵĚĞ�ĐƌĂŶĂŐĞ�ĂŶĚ�ƐĂůƚ�ǁĂƚĞƌ�ĚƵƌŝŶŐ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ĂƌĞ�
ƉĂǇĂďůĞ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�Ă�ƌĞƉĂŝƌ�ĨĂĐŝůŝƚǇ͗ 
 
dŽŶƐ�ƐŚĂůů�ŵĞĂŶ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŝŶ�ĐƵďŝĐ�ŵĞƚƌĞƐ͘ 

�ƌǇĚŽĐŬ &ŝƌƐƚ�ƉĞƌŝŽĚ�ŽĨ�Ϯϰ�ŚŽƵƌƐ�Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

Ϭ�ƚŽ�ϯϬ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϮϬ�ϳϵϲ͘ϳϭ���������������������������������� 
�������������������������������������������������

ϯ͘ϱϯ� 

ϭϬ�ϯϵϴ͘ϯϰ������������������������������
�������������������������������������������������

ϭ͘ϯϳ� 

ϯϬ�ϬϬϭ�ƚŽ�ϲϬ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϰϯ�ϯϬϴ͘ϮϮ� 
������ 

ϯ͘ϱϯ� 

Ϯϭ�ϲϱϰ͘ϭϰ���� 
�������������������������������������������

ϭ͘ϮϬ� 

ϲϬ�ϬϬϭ�ƵƉ�ƚŽ�ϴϬ�ϬϬϬ�ƚŽŶƐ� 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϱϭ�ϰϵϰ͘Ϯϭ����������� 
 

ϯ͘ϱϯ� 

Ϯϱ�ϳϰϳ͘ϭϮ� 
������������ 

�������������������������������������Ϭ͘ϵϯ� 

�ďŽǀĞ�ϴϬ�ϬϬϬ�ƚŽŶƐ͕�ĨĞĞƐ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 

ϲ͘ϯ�&ůŽĂƟŶŐ��ŽĐŬ͗�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 
dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ǁŚŝĐŚ�ŝŶĐůƵĚĞ�ĐƌĂŶĂŐĞ͕�ƐĂůƚ�ǁĂƚĞƌ͕�ĞƋƵŝƉŵĞŶƚ͕�ŬĞĞů�ĞƚĐ͘�ĚƵƌŝŶŐ�ŽƌĚŝŶĂƌǇ�
ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ĂƌĞ�ƉĂǇĂďůĞ�ĨŽƌ�ƚŚĞ�ƵƐĞ�ŽĨ�Ă�ƌĞƉĂŝƌ�ĨĂĐŝůŝƚǇ͗ 
 
dŽŶƐ�ƐŚĂůů�ŵĞĂŶ�ŐƌŽƐƐ�ƚŽŶŶĂŐĞ�ŝŶ�ĐƵďŝĐ�ŵĞƚƌĞƐ͘ 

&ůŽĂƟŶŐ��ŽĐŬ &ŝƌƐƚ�ƉĞƌŝŽĚ�ŽĨ�Ϯϰ�ŚŽƵƌƐ�Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

Ϭ�ƵƉ�ƚŽ�ϭϬ�ϱϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϮϬ�ϰϬϴ͘ϴϭ���������������������������������� 
�������������������������������������������������

ϯ͘ϱϬ� 

ϭϬ�ϮϬϰ͘ϰϬ 
�������������������������������������������������

ϭ͘ϯϵ� 
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ϲ͘ϰ�^ǇŶĐƌŽůŝŌ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ĂƉĞ�dŽǁŶ 

^ǇŶĐƌŽůŝŌ &ŝƌƐƚ� Ϯϰ� ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

sĞƐƐĞůƐ�ƵƉ�ƚŽ�ϮϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϭ��ϲϬϮ͘ϯϯ 
�������������������������������������������������

ϯ͘ϱϯ� 

ϴϬϭ͘ϭϵ 
�������������������������������������������������

ϭ͘ϰϲ� 

sĞƐƐĞů�ĂďŽǀĞ�ϮϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

Ϯ�ϭϬϴ͘ϯϱ 
 

ϯ͘ϱϯ 

ϭ�Ϭϱϰ͘ϭϲ 
 

ϭ͘ϰϲ 

ϲ͘ϱ�DŝŶŝŵƵŵ�ĨĞĞƐ 

 &ŝƌƐƚ� Ϯϰ� ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

^ƚƵƌƌŽĐŬ� ĂŶĚ� WƌŝŶĐĞ� �ĚǁĂƌĚ�
ĚƌǇĚŽĐŬƐ 

ϰϴ�ϱϳϬ͘ϲϰ 
������������������������������������������������� 

ϮϬ�ϯϴϵ͘ϭϮ 
�������������������������������������������������

WƌŝŶĐĞƐƐ� �ůŝǌĂďĞƚŚ� ĂŶĚ�ZŽďŝŶƐŽŶ�
ĚƌǇĚŽĐŬƐ 

ϭϴ�ϲϯϰ͘ϵϳ 
 

ϴ�ϯϮϵ͘ϯϳ 

&ůŽĂƟŶŐ�ĚŽĐŬƐ ϮϬ�ϰϬϴ͘ϴϭ ϭϬ�ϮϬϰ͘ϰϬ 

^ǇŶĐƌŽůŝŌ ϲ�ϲϮϱ͘ϴϯ Ϯ�ϮϬϲ͘ϳϰ 

EŽƚĞ͗ 
 
^ŚŝŌŝŶŐ�ŽĨ�ĚŽĐŬŝŶŐ�ďůŽĐŬƐ�ĂƌĞ�ŽďƚĂŝŶĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 
dŚĞ�ĚĂŵĂŐĞ�ŽĐĐƵƌƌĞĚ�ďǇ�ďĂƌͬďŽǆ�ŬĞĞů�ǀĞƐƐĞůƐ�Ăƚ�ĂŶǇ�ǀĞƐƐĞů�ƌĞƉĂŝƌ�ĨĂĐŝůŝƚǇ�ǁŝůů�ďĞ�ƌĞĐŽǀĞƌĞĚ�
ĂƐ�ƉĞƌ�ĚĂŵĂŐĞ�ŝŶĐƵƌƌĞĚ�ĂŶĚ�Ăƚ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͛Ɛ�ĚŝƐĐƌĞƟŽŶ͘ 
 
^ƉĞĐŝĂů� ĐŽŶĚŝƟŽŶƐ�ŵĂǇ�ďĞ�ĂƉƉůŝĞĚ� ƚŽ�DĞĚŝĐĂů͕�ZĞƐĞĂƌĐŚ�ǀĞƐƐĞůƐ�Žƌ�ǁŚĞƌĞ� ĨŽƵƌ�ĂŶĚ�ŵŽƌĞ�
ǀĞƐƐĞůƐ� ŽĨ� Ă� ĐŽŵƉĂŶǇ� ĂƌĞ� ĚƌǇĚŽĐŬĞĚ� Ăƚ� ĂŶǇ� ŽĨ� ƚŚĞ� �ƵƚŚŽƌŝƚǇ͛Ɛ� ĚƌǇĚŽĐŬƐ� ;ĞǆĐůƵĚŝŶŐ� ƐǇŶͲ
ĐƌŽůŝŌ͕�ŇŽĂƟŶŐ�ĚŽĐŬƐ�ĂŶĚ�ƐůŝƉǁĂǇƐͿ�ĚƵƌŝŶŐ�Ă�ϭϮ�ŵŽŶƚŚ�ƉĞƌŝŽĚ͘ 
 
�ĞƚĂŝůƐ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
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���6/,3:$< 

^ůŝƉǁĂǇ�ƉƌĞƉĂƌĂƟŽŶ�ĐŽƐƚƐ 
 
EŽƚĞ͗�^ŚŽƵůĚ�ƚŚĞ�ďŽŽŬŝŶŐ�ŽĨ�Ă�ƐůŝƉǁĂǇ�ďĞ�ĐĂŶĐĞůůĞĚ�ĂŌĞƌ�ƚŚĞ�ƉƌĞƉĂƌĂƚŽƌǇ�ǁŽƌŬ�ŚĂƐ�ďĞŐƵŶ͕�
ƚŚĞ�ĂďŽǀĞ�ŵĞŶƟŽŶĞĚ�ĨĞĞƐ�ĂƌĞ�ƉĂǇĂďůĞ͗ 
 
sĞƐƐĞůƐ�ƵƉ�ƚŽ�ϭ�ϬϬϬ�ƚŽŶƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘Ϯ�ϭϱϲ͘ϭϯ 
 
�ŽĐŬŝŶŐ�ĂŶĚ�hŶĚŽĐŬŝŶŐ�ŽĨ�ǀĞƐƐĞůƐ�Ăƚ�Ă�ƐůŝƉǁĂǇ 
 
dŚĞ� ĨŽůůŽǁŝŶŐ� ĨĞĞ� ŝƐ� ƉĂǇĂďůĞ͕� ƉĞƌ� ƐĞƌǀŝĐĞ� ĨŽƌ� ƚŚĞ� ĚŽĐŬŝŶŐ� ĂŶĚ� ƵŶĚŽĐŬŝŶŐ� ŽĨ� ǀĞƐƐĞůƐ� ;ƚŚĞ�
ĚŽĐŬŝŶŐ�ĂŶĚ�ƵŶĚŽĐŬŝŶŐͿ�ĂƌĞ�ƌĞŐĂƌĚĞĚ�ĂƐ�ƐĞƉĂƌĂƚĞ�ƐĞƌǀŝĐĞƐͿ 
 
^ůŝƉǁĂǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϭ�ϭϯϬ͘Ϭϵ 

�ŽĐŬŝŶŐ� ĂŶĚ� hŶĚŽĐŬŝŶŐ� ŽĨ� ǀĞƐͲ
ƐĞůƐ�Ăƚ�Ă�ƐůŝƉǁĂǇ 

&ŝƌƐƚ� Ϯϰ� ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ�
ƉĂƌƚ�ƚŚĞƌĞŽĨ͗ 

�ĂĐŚ� ƐƵďƐĞƋƵĞŶƚ� ϭϮ�
ŚŽƵƌ� ƉĞƌŝŽĚ� Žƌ� ƉĂƌƚ�
ƚŚĞƌĞŽĨ 

sĞƐƐĞůƐ�ƵƉ�ƚŽ�Ϯ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

ϭ�ϲϬϮ͘ϯϯ 
�������������������������������������������������

ϯ͘ϱϯ� 

ϴϬϭ͘ϭϵ 
�������������������������������������������������

ϭ͘ϰϲ 

sĞƐƐĞůƐ�ĂďŽǀĞ�Ϯ�ϬϬϬ�ƚŽŶƐ 
WůƵƐ 
ƉĞƌ�ƚŽŶ 

Ϯ�ϭϬϴ͘ϯϱ 
�������� 

ϯ͘ϱϯ� 

ϴϳϴ͘ϰϵ 
�������������������������������������������

ϭ͘ϰϲ 

DŝŶŝŵƵŵ�ĨĞĞƐ ϰ�ϯϮϵ͘ϭϮ ϭ�ϱϴϴ͘Ϯϵ 
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���:+$5)�&5$1(6 

ϴ͘ϭ�tŚĂƌĨ�ĐƌĂŶĞƐ�Ăƚ�ƚŚĞ�WŽƌƚƐ�ŽĨ��ĂƉĞ�dŽǁŶ�ĂŶĚ��ĂƐƚ�>ŽŶĚŽŶ 
 
KƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ŽŶůǇ͗ 
 
2QH�FUDQH�ZLOO�EH�SURYLGHG�SHU�YHVVHO�LI�UHTXLUHG��LQFOXVLYH�RI�WKH�GXHV� 

/ƌƌĞƐƉĞĐƟǀĞ�ŽĨ�ƚŚĞ�ĐƌĂŶĞ�ůŝŌŝŶŐ�ĐĂƉĂĐŝƚǇ͕�ƉĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭ�Ϯϲϱ͘ϬϬ 
 
ϴ͘Ϯ�tŚĂƌĨ�ĐƌĂŶĞƐ�Ăƚ�ƚŚĞ�WŽƌƚ�ŽĨ��ƵƌďĂŶ 
 
KƵƚƐŝĚĞ�ŽƌĚŝŶĂƌǇ�ǁŽƌŬŝŶŐ�ŚŽƵƌƐ�ŽŶůǇ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϭ�Ϯϲϱ͘ϬϬ 
 
KŶĞ�ĐƌĂŶĞ�ǁŝůů�ďĞ�ƉƌŽǀŝĚĞĚ�ƉĞƌ�ǀĞƐƐĞů�ŝĨ�ƌĞƋƵŝƌĞĚ͕�ŝŶĐůƵƐŝǀĞ�ŝŶ�ƚŚĞ�ĚƵĞƐ͘ 

�ĚĚŝƟŽŶĂů�ĐƌĂŶĞƐ͕�ŝƌƌĞƐƉĞĐƟǀĞ�ŽĨ�ƚŚĞ�ĐƌĂŶĞ�ůŝŌŝŶŐ�ĐĂƉĂĐŝƚǇ͕�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�ĂƐ�ĨŽůůŽǁƐ͗ 

WĞƌ�ŚŽƵƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϭ�Ϯϲϱ͘ϬϬ 

���0,6&(//$1(286 

&ƌĞƐŚ�ǁĂƚĞƌ 
&ĞĞƐ�ĨŽƌ�ƚŚĞ�ƐƵƉƉůǇ�ŽĨ�ǁĂƚĞƌ�ǁŚĞŶ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 
�ůĞĐƚƌŝĐŝƚǇ 
&ĞĞƐ�ĨŽƌ�ƚŚĞ�ƐƵƉƉůǇ�ŽĨ�ĞůĞĐƚƌŝĐŝƚǇ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
 
�ŽŵƉƌĞƐƐĞĚ�Ăŝƌ 
&ĞĞƐ�ĨŽƌ�ƚŚĞ�ƐƵƉƉůǇ�ŽĨ�ĐŽŵƉƌĞƐƐĞĚ�Ăŝƌ�ĂƌĞ�ĂǀĂŝůĂďůĞ�ŽŶ�ĂƉƉůŝĐĂƟŽŶ͘ 
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6(&7,21�� 

��Z'K��h�^�KE�/DWKZd^͕��yWKZd^͕�dZ�E^,/WD�Ed^��E���K�^dt/^� 
 
�ĂƌŐŽ�ĚƵĞƐ�ŽŶ�Ăůů�ĐŽŵŵŽĚŝƟĞƐ͕�ĂƌƟĐůĞƐ͕�ƚŚŝŶŐƐ�Žƌ�ĐŽŶƚĂŝŶĞƌƐ�;ĨƵůů�Žƌ�ĞŵƉƚǇͿ�ŝƐ�ůĞǀŝĞĚ�Ăƚ�Ăůů�
ƉŽƌƚƐ͘��ĂƌŐŽ�ĚƵĞƐ�ĂƌĞ�ĐŚĂƌŐĞĚ�ƚŽ�ƌĞĐŽǀĞƌ�ƚŚĞ�ĐĂƌŐŽ�ĐŽŶƚƌŝďƵƟŽŶ�ƚŽǁĂƌĚƐ�ƉŽƌƚ� ŝŶĨƌĂƐƚƌƵĐͲ
ƚƵƌĞ͘ 

81,7�2)�7211$*( 

ϭ�ŵĞƚƌŝĐ�ƚŽŶ�;ϭ�ϬϬϬ�ŬŐͿ͕�ƐƵďũĞĐƚ�ƚŽ�Ă�ŵŝŶŝŵƵŵ�ŽĨ�ϭ�ƚŽŶ͕�ĞǆĐĞƉƚ�ĨŽƌ�ƚŚĞ�ĨŽůůŽǁŝŶŐ͗ 
 
�� ǀĞŚŝĐůĞ� ŝƐ� Ă� ƉƵƌƉŽƐĞůǇ� ďƵŝůƚ�ŵŽďŝůĞ�ŵĂĐŚŝŶĞ� ŽŶ�ǁŚĞĞůƐͬƚƌĂĐŬƐ� ƚŚĂƚ� ŝƐ� ĐĂƉĂďůĞ� ŽĨ� ďĞŝŶŐ�
ƐƚĞĞƌĞĚͬĚƌŝǀĞŶͬƚŽǁĞĚ� ;/ŶĐůƵĚŝŶŐ� ǁĂŐŽŶƐ͕� ďŝĐǇĐůĞƐ͕� ŵŽƚŽƌ� ǀĞŚŝĐůĞƐ͕� ŵŽƚŽƌĐǇĐůĞƐ͕� ĐĂƌƐ͕�
ƚƌƵĐŬƐ͕�ďƵƐĞƐ͕� ƌĂŝůĞĚ�ǀĞŚŝĐůĞƐ͕� ůŽĐŽŵŽƟǀĞƐ͕� ƚĂŵƉŝŶŐ�ŵĂĐŚŝŶĞƐͿ͕�tĂƚĞƌĐƌĂŌ� ;ƐŚŝƉƐ͕�ďŽĂƚƐͿ͕�
�ŝƌĐƌĂŌ�;ŚĞůŝĐŽƉƚĞƌƐ�ĂŶĚ�ƐƉĂĐĞĐƌĂŌͿ 
 
�ƵůŬ�ůŝƋƵŝĚƐ͗�ϭ�ŬŝůŽůŝƚƌĞ 
 
dŚĞ�ŵĞƚƌŝĐ�ƚŽŶŶĂŐĞ�ĨŽƌ�ƚĂƌŝĸŶŐ�ƉƵƌƉŽƐĞƐ�ŽĨ�ĐĂƌŐŽ�ĚƵĞƐ�ƐŚĂůů�ŝŶĐůƵĚĞ�Ăůů�ƉĂĐŬĂŐŝŶŐ�ŝ͘Ğ͘�ŵĂƐƐ�
ŽĨ�ĐĂŐĞƐ͕�ĐĂƐĞƐ͕�ƉĂůůĞƚƐ͕�ďĂŐƐ͕�ĞƚĐ͘ 
 
· �ĂƌŐŽ�ĚƵĞƐ�ŽŶ�Ăůů�ĐŽŵŵŽĚŝƟĞƐ͕�ĂƌƟĐůĞƐ͕�ƚŚŝŶŐƐ�Žƌ�ĐŽŶƚĂŝŶĞƌƐ�;ĨƵůů�Žƌ�ĞŵƉƚǇͿ�ŝƐ�ůĞǀŝĞĚ�Ăƚ�

Ăůů�ƉŽƌƚƐ͘ 
· dŚĞ�ƚŽŶŶĂŐĞ�ŵƵƐƚ�ďĞ�ƐƵďƐƚĂŶƟĂƚĞĚ�ďǇ�ƉƌĞƐĞŶƚĂƟŽŶ�ŽĨ�Ă�ďŝůů�ŽĨ�ůĂĚŝŶŐ͕�ŵĂŶŝĨĞƐƚ͕�ƉĂĐŬͲ

ŝŶŐ�ĚĞĐůĂƌĂƟŽŶ�Žƌ�ƐƵƉƉůŝĞƌΖƐ�ŝŶǀŽŝĐĞƐ͕�ĂƐ�ƚŚĞ�ĐĂƐĞ�ŵĂǇ�ďĞ͘ 
· /Ŷ�ŝŶƐƚĂŶĐĞƐ�ǁŚĞƌĞ�ƚŚĞ�ƚŽŶŶĂŐĞ�ĨŽƌ�ĐĂƌŐŽ�ĚƵĞƐ�ƉƵƌƉŽƐĞƐ�ŚĂƐ�ďĞĞŶ�ŝŶĐŽƌƌĞĐƚůǇ�ĚĞĐůĂƌĞĚ͕�

ǁŚĞƚŚĞƌ�ǁŝůĨƵů�Žƌ�ŶŽƚ͕�Ă�ůĂƚĞ�ŽƌĚĞƌ�ĨĞĞ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ͘ 
· dŚĞ�ŵŝŶŝŵƵŵ�ĨĞĞ�ĨŽƌ�ĐĂƌŐŽ�ĚƵĞƐ�ŽŶ�ďƌĞĂŬďƵůŬ�ĐĂƌŐŽ�ǁŝůů�ďĞ�ďĂƐĞĚ�ŽŶ�ϭ�ƚŽŶ͘ 
· dŚĞ�ŵŝŶŝŵƵŵ�ĨĞĞ�ĨŽƌ�ĐĂƌŐŽ�ĚƵĞƐ�ŽŶ�ĐŽŶƚĂŝŶĞƌƐ�ǁŝůů�ďĞ�ďĂƐĞĚ�ŽŶ�ϭ�d�h͘ 
· ��ŶĞǁ� ĐĂƚĞŐŽƌǇ� ͚ŽƚŚĞƌ͛� ŚĂƐ� ďĞĞŶ� ŝŵƉůĞŵĞŶƚĞĚ� ĨŽƌ� Ăůů� ďƵůŬ� ĐŽŵŵŽĚŝƟĞƐ� Ăƚ� ƚŚĞ� ďĂƐĞ�

ƌĂƚĞ͘�dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ǁŝůů�ĂƉƉůǇ�ƉĞƌ�ƚŽŶ�ǁŝƚŚ�ƚŚĞ�ĞǆĐĞƉƟŽŶ�ŽĨ�ƚŚŽƐĞ�ůŝƐƚĞĚ�ƚŚĞƌĞĂŌĞƌ͗ 

 /ŵƉŽƌƚƐ �ǆƉŽƌƚƐ 

�ƌĞĂŬďƵůŬ� 
>ŝƋƵŝĚ�ďƵůŬ� 
�ƌǇ�ďƵůŬ� 
�ƌĞĂŬďƵůŬ�ĞŵƉƚǇ�ƌĞƚƵƌŶƐ� 
DŽƚŽƌ�ǀĞŚŝĐůĞƐ�ŽŶ�ŽǁŶ�ZKHHOV�SHU�PHWUH� 

ϯϭ͘ϱϬ��������������������������������������
Ϯϯ͘ϱϰ���������������������������������������
ϲ͘ϲϲ���������������������������������������
ϰ͘ϲϵ�������������������������������������

ϭϲϴ͘ϵϰ� 

ϯϭ͘ϱϬ���������������������������������������������
Ϯϯ͘ϱϰ��������������������������������������������
ϲ͘ϲϲ����������������������������������������������
ϰ͘ϲϵ����������������������������������������������

ϲϲ͘ϲϱ� 
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���%5($.%8/. 

�ŽŵŵŽĚŝƚǇ /ŵƉŽƌƚƐ �ǆƉŽƌƚƐ 

ϭ͘ �ůƵŵŝŶĂ 
Ϯ͘ �ƌƟĐůĞƐ�ŽĨ�ĐĞŵĞŶƚ�ͬ�ƐĂŶĚ�ͬ�ƐƚŽŶĞ 
ϯ͘ �Ăŝƚ 
ϰ͘ �ƌŝĐŬƐ 
ϱ͘ �ĞŵĞŶƚ�Θ�ĐůŝŶŬĞƌ 
ϲ͘ �ŚƌŽŵĞ�ŽƌĞ 
ϳ͘ �ŝƚƌƵƐ�ĨƌƵŝƚ 
ϴ͘ �ůĂǇ 
ϵ͘ �ŽĂů 
ϭϬ͘ &ĞƌƟůŝǌĞƌƐ 
ϭϭ͘ &ŝƐŚ�ŵĞĂů�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϮ͘ &ůƵŽƌƐƉĂƌ 
ϭϯ͘ 'ůĂƐƐ�Θ�ŐůĂƐƐǁĂƌĞ 
ϭϰ͘ 'ƌĂŶŝƚĞ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϱ͘ 'ǇƉƐƵŵ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϲ͘ /ƌŽŶ�ŽƌĞ 
ϭϳ͘ >ĞĂĚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϴ͘ >ŝŵĞ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϵ͘ >ŽŐƐ 
ϮϬ͘ DĂŝǌĞ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
Ϯϭ͘ DĂŶŐĂŶĞƐĞ�ŽƌĞ 
ϮϮ͘ KƌĞƐ�Θ�ŵŝŶĞƌĂůƐ͗�KůŝǀŝŶĞ 
Ϯϯ͘ KƌĞƐ�Θ�ŵŝŶĞƌĂůƐ͗�KƚŚĞƌ 
Ϯϰ͘ WŝŐ�ŝƌŽŶ 
Ϯϱ͘ WŝƚĐŚ�ƉĞŶĐŝů 
Ϯϲ͘ WŽƚĂƐŚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
Ϯϳ͘ ^Ăůƚ� 
Ϯϴ͘ ^ĐƌĂƉ�ƐƚĞĞů 
Ϯϵ͘ ^ƚĂŝŶůĞƐƐ�ƐƚĞĞů�;ĞǆĐůƵĚŝŶŐ�ƉŝƉĞƐ�Θ�ƚƵďĞƐͿ 
ϯϬ͘ ^ƚĞĞů�ƉĞůůĞƚƐ 
ϯϭ͘ ^ƚĞĞů�ƌĞďĂƌƐ�ͬ�ƐŚĞĞƚƐ�ͬ�ƉůĂƚĞƐ�ͬ�ĂŶŐůĞƐ 
ϯϮ͘ ^ƚĞĞů͗��ŽůĚ�ƌŽůůĞĚ�ĐŽŝůƐ͕�ŐĂůǀĂŶŝƐĞĚ͕�ĂůƵǌŝŶĐ�ĐŽŝůƐ 
ϯϯ͘ ^ƚĞĞů͗�,Žƚ�ƌŽůůĞĚ�ĐŽŝůƐ͕�ƐůĂďƐ͕�ďŝůůĞƚƐ 
ϯϰ͘ dŝŵďĞƌ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ�;ĞǆĐůƵĚŝŶŐ�ĨƵƌŶŝƚƵƌĞͿ 
ϯϱ͘ �ŝŶĐ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϯϲ͘ �ŝƌĐŽŶ 
 

ϯϭ͘ϱϬ������������������������������������������������
Ϯϴ͘ϭϴ�����������������������������������������������
ϯϭ͘ϱϬ������������������������������������������
ϯϭ͘ϱϬ�����������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
ϭϵ͘ϰϯ�����������������������������������������
Ϯϱ͘ϵϭ�������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
ϭϬ͘ϴϴ�����������������������������������������
Ϯϳ͘ϱϵ������������������������������������������
ϯϭ͘ϱϬ�������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
ϯϭ͘ϱϬ�����������������������������������������
ϯϭ͘ϱϬ������������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
Ϯϴ͘ϭϴ�����������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
ϯϭ͘ϱϬ������������������������������������������
ϯϭ͘Ϭϭ������������������������������������������
ϭϵ͘ϳϯ�����������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
Ϯϴ͘ϭϴ�����������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
Ϯϳ͘ϱϵ������������������������������������������
Ϯϴ͘ϭϴ��������������������������������������������
ϵ͘ϯϲ������������������������������������������

ϯϭ͘ϱϬ��������������������������������������������
ϭϬ͘ϯϯ������������������������������������������
Ϯϴ͘ϲϴ�������������������������������������������
Ϯϴ͘ϲϴ�������������������������������������������
Ϯϴ͘ϲϴ�����������������������������������������
ϯϭ͘ϱϬ������������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
ϯϭ͘ϱϬ 

 

Ϯϴ͘ϭϴ������������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
ϱ͘ϲϯ�������������������������������������������

ϭϱ͘ϵϱ�������������������������������������������
Ϯϱ͘ϵϭ�����������������������������������������
Ϯϴ͘ϭϴ��������������������������������������������
ϰ͘ϲϳ������������������������������������������

ϭϵ͘ϳϯ�������������������������������������������
ϯϭ͘ϱϬ�����������������������������������������
Ϯϴ͘ϭϴ�������������������������������������������
ϭϳ͘ϳϬ������������������������������������������
ϭϬ͘ϴϵ������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
Ϯϴ͘ϭϴ������������������������������������������
ϮϮ͘ϱϮ������������������������������������������
Ϯϴ͘ϭϴ��������������������������������������������
ϳ͘ϱϯ�����������������������������������������

ϯϭ͘Ϭϭ��������������������������������������������
ϭϵ͘ϳϯ������������������������������������������
ϯϭ͘ϱϬ������������������������������������������
Ϯϴ͘ϭϴ�����������������������������������������
ϭϱ͘ϬϬ�������������������������������������������
Ϯϲ͘ϯϮ�����������������������������������������
ϭϵ͘ϳϯ�������������������������������������������
Ϯϴ͘ϭϴ��������������������������������������������
ϵ͘ϯϲ�����������������������������������������

Ϯϴ͘ϲϴ����������������������������������������������
ϭϬ͘ϯϯ������������������������������������������
Ϯϴ͘ϲϴ�������������������������������������������
Ϯϴ͘ϲϴ������������������������������������������
Ϯϴ͘ϲϴ������������������������������������������
ϮϬ͘ϲϯ������������������������������������������
Ϯϴ͘ϭϴ�����������������������������������������
Ϯϴ͘ϭϴ 
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�ŽŵŵŽĚŝƚǇ /ŵƉŽƌƚƐ �ǆƉŽƌƚƐ 

ϭ͘ �ŐƌŝĐƵůƚƵƌĂů�ƉƌŽĚƵĐƚƐ�ͬ�ƐĞĂǁĞĞĚ 
Ϯ͘ �ůƵŵŝŶĂ 
ϯ͘ �ŶĚĂůƵƐŝƚĞ 
ϰ͘ �ĂƌůĞǇ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϱ͘ �ĞŵĞŶƚ�Θ�ĐůŝŶŬĞƌ 
ϲ͘ �ŚƌŽŵĞ�ŽƌĞ 
ϳ͘ �ŽĂů 
ϴ͘ �ŽƉƉĞƌ�ĐŽŶĐĞŶƚƌĂƚĞƐ 
ϵ͘ �ŽƩŽŶ�ƐĞĞĚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϬ͘ &ĞƌƌŽ�ĂůůŽǇƐ 
ϭϭ͘ &ĞƌƟůŝǌĞƌ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϮ͘ &ůƵŽƌƐƉĂƌ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϯ͘ 'ƌĂŝŶ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϰ͘ 'ǇƉƐƵŵ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϱ͘ /ƌŽŶ�KƌĞ 
ϭϲ͘ /ƌŽŶ�KǆŝĚĞ�;,ĞŵĂƟƚĞͿ 
ϭϳ͘ >ĞĂĚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϴ͘ DĂŝǌĞ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϭϵ͘ DĂůƚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϮϬ͘ DĂŶŐĂŶĞƐĞ�ŽƌĞ 
Ϯϭ͘ KƌĞƐ�Θ�ŵŝŶĞƌĂůƐ͗�DĂŐŶĞƟƚĞ 
ϮϮ͘ KƌĞƐ�Θ�ŵŝŶĞƌĂůƐ͗�^ŝůŝĐŽ�DĂŶŐĂŶĞƐĞ 
Ϯϯ͘ WĞƚƌŽůĞƵŵ��ŽŬĞ 
Ϯϰ͘ WŝŐ�ŝƌŽŶ 
Ϯϱ͘ WŽƚĂƐŚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
Ϯϲ͘ ZŝĐĞ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
Ϯϳ͘ ZŽĐŬƉŚŽƐƉŚĂƚĞ 
Ϯϴ͘ ZƵƟůĞ 
Ϯϵ͘ ^Ăůƚ� 
ϯϬ͘ ^ŽĚĂ�ĂƐŚ 
ϯϭ͘ ^ƚĞĞů͗�^ƚĞĞů�ƉĞůůĞƚƐ 
ϯϮ͘ ^ƵŐĂƌ 
ϯϯ͘ ^ƵůƉŚƵƌ 
ϯϰ͘ dŝŵďĞƌ�ƉƌŽĚƵĐƚƐ͗�tŽŽĚ�ƐŚĂǀŝŶŐƐ͕�ƐĂǁĚƵƐƚ 
ϯϱ͘ dŝƚĂŶŝƵŵ�ƐůĂŐ 
ϯϲ͘ sĞƌŵŝĐƵůŝƚĞ 
ϯϳ͘ tŚĞĂƚ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϯϴ͘ tŽŽĚĐŚŝƉƐ 
ϯϵ͘ �ŝŶĐ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϰϬ͘ �ŝƌĐŽŶ 

ϭϴ͘ϬϬ�����������������������������������������������
ϭϴ͘ϬϬ����������������������������������������
ϭϴ͘ϬϬ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ�����������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϭ͘ϯϵ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ�����������������������������������������
ϭϴ͘ϬϬ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϬ͘ϳϭ������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϲ͘ϱϵ������������������������������������������

ϭϴ͘ϬϬ��������������������������������������������
ϭϬ͘ϯϯ�������������������������������������������
ϭϴ͘ϬϬ���������������������������������������������
ϳ͘ϭϱ������������������������������������������

ϭϴ͘ϬϬ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ� 

ϭϴ͘ϬϬ������������������������������������������������
ϭϴ͘ϬϬ�����������������������������������������
ϭϯ͘ϭϱ�������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϱ͘ϲϯ��������������������������������������������
ϲ͘ϳϲ���������������������������������������������
ϱ͘ϰϲ�������������������������������������������

ϭϴ͘ϬϬ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϵ͘ϳϴ�������������������������������������������
ϵ͘ϱϳ��������������������������������������������

ϭϴ͘ϬϬ�������������������������������������������
ϭϱ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϵ͘ϳϴ��������������������������������������������
ϰ͘ϳϴ�������������������������������������������

ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ�������������������������������������������
ϭϱ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϬ͘ϳϭ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϳ͘ϱϯ������������������������������������������

ϭϴ͘ϬϬ���������������������������������������������
ϳ͘ϭϱ��������������������������������������������
ϳ͘ϴϴ�������������������������������������������

ϭϴ͘ϬϬ�������������������������������������������
ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ��������������������������������������������
ϳ͘ϴϴ������������������������������������������

ϭϴ͘ϬϬ������������������������������������������
ϭϴ͘ϬϬ� 

���'5<�%8/. 
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���/,48,'�%8/. 

�ŽŵŵŽĚŝƚǇ /ŵƉŽƌƚƐ �ǆƉŽƌƚƐ 

ϭ͘ �ŵŵŽŶŝƵŵ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
Ϯ͘ �ŶŚǇĚƌŽƵƐ�ĂŵŵŽŶŝĂ 
ϯ͘ �ŶŝŵĂů�ͬ�ǀĞŐĞƚĂďůĞ�ŽŝůƐ�ͬ�ĨĂƚƐ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϰ͘ �ĂƵƐƟĐ�ƐŽĚĂ 
ϱ͘ �ƌƵĚĞ�Θ�ƉĞƚƌŽůĞƵŵ�ƉƌŽĚƵĐƚƐ 
ϲ͘ DŽůĂƐƐĞƐ�Θ�ƉƌŽĚƵĐƚƐ�ƚŚĞƌĞŽĨ 
ϳ͘ WŚŽƐƉŚŽƌŝĐ�ĂĐŝĚ 
ϴ͘ WŝƚĐŚ�ƉĞŶĐŝů 
ϵ͘ ^ƵŶŇŽǁĞƌ�ƐĞĞĚ�Žŝů 

Ϯϴ͘ϴϱ�����������������������������������������������
Ϯϴ͘ϴϱ������������������������������������������
ϯϳ͘ϬϬ�����������������������������������������
ϯϳ͘ϬϬ�������������������������������������������
ϯϮ͘ϰϰ��������������������������������������������
ϳ͘Ϭϲ������������������������������������������

ϯϳ͘ϬϬ�������������������������������������������
ϭϱ͘ϭϰ�����������������������������������������
ϯϳ͘ϬϬ� 

Ϯϴ͘ϴϱ����������������������������������������������
Ϯϴ͘ϴϱ�����������������������������������������������
ϯϳ͘ϬϬ������������������������������������������
ϯϳ͘ϬϬ�����������������������������������������
ϭϴ͘Ϭϯ���������������������������������������������
ϯ͘ϲϬ�����������������������������������������

ϯϳ͘ϬϬ��������������������������������������������
ϯϳ͘ϬϬ������������������������������������������
ϯϳ͘ϬϬ� 
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���&217$,1(56 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĨĞĞƐ�ǁŝůů�ĂƉƉůǇ�ƉĞƌ�ĐŽŶƚĂŝŶĞƌ�ĂƐ�ƐƉĞĐŝĮĞĚ͗ 

· /^K� ĐŽŶƚĂŝŶĞƌƐ� ĮůůĞĚ� ǁŝƚŚ�Dd� ƌĞƚƵƌŶƐ� ŽĨ� ǁŚĂƚĞǀĞƌ� ŶĂƚƵƌĞ� ďĞŝŶŐ� ƌĞƚƵƌŶĞĚ� ĨŽƌ� ĮůůŝŶŐ͕�
ƉƌŽǀŝĚĞĚ�Ă�ĐĞƌƟĮĐĂƚĞ�ŝƐ�ŐŝǀĞŶ�ƚŽ�ƚŚĞ�ĞīĞĐƚ�ƚŚĂƚ�ƚŚĞǇ�ĂƌĞ�ďĞŝŶŐ�ƌĞƚƵƌŶĞĚ�ƚŽ�ƚŚĞ�ŽƌŝŐŝŶĂů�
ƐĞŶĚĞƌ�ĨŽƌ�ƌĞĮůůŝŶŐ�ĂƐ�ǁĞůů�ĂƐ�ŶĞǁ�Dd�/^K�ĐŽŶƚĂŝŶĞƌƐ�ǁŝůů�ďĞ�ƌĞŐĂƌĚĞĚ�ĂƐ�ĂŶ�ĞŵƉƚǇ�ĐŽŶͲ
ƚĂŝŶĞƌ͘�dƌĂŶƐŚŝƉŵĞŶƚƐ�ĂƌĞ�ĞǆĐůƵĚĞĚ�ĨƌŽŵ�ƚŚŝƐ�ƌƵůŝŶŐ͘ 

· �ůů�ĐŽŶƚĂŝŶĞƌƐ�ƵƉ�ƚŽ�ƚŚĞ�ƐŝǌĞ�ŽĨ�Ă�ϲŵ�ͬ�ϮϬ͛�ĐŽŶƚĂŝŶĞƌ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�Ăƚ�ϲŵ�ͬ�ϮϬ͛�ĐŽŶƚĂŝŶͲ
Ğƌ�ƌĂƚĞ͘ 

 /ŵƉŽƌƚƐ �ǆƉŽƌƚƐ 

ϲŵ�ͬ�ϮϬ͛�ĐŽŶƚĂŝŶĞƌƐ 
ϭϮŵ�ͬ�ϰϬ͛�͕�ϭϯ͕ϳŵͬϰϱ͛�ĐŽŶƚĂŝŶĞƌƐ 
�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ͕�Ăůů�ƐŝǌĞƐ 

ϭ�ϴϳϰ͘ϭϰ����������������������������������������
ϯ��ϳϰϴ͘Ϯϰ���������������������������������������� 

ϳϱ͘ϰϯ� 

ϰϭϮ͘ϭϱ���������������������������������������������
ϴϮϰ͘ϯϬ�����������������������������������������
ϳϱ͘ϰϯ� 

���&2$67:,6(�&$5*2 

�ƌĞĂŬďƵůŬͬ�ƵůŬ 
 
�ůů�ĐĂƌŐŽ�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ͕�ƉĞƌ�ƚŽŶ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϭϳ͘ϯϭ 
�ƌĞĂŬďƵůŬ�ĞŵƉƚǇ�ƌĞƚƵƌŶƐ͕�ƉĞƌ�ƚŽŶ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙ϰ͘ϲϵ 
 
�ŽŶƚĂŝŶĞƌŝƐĞĚ 
 
�ůů�ĐĂƌŐŽ�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ�ŝƌƌĞƐƉĞĐƟǀĞ�ŽĨ�ĐŽŶƚĞŶƚƐ͕�ƉĞƌ�ĐŽŶƚĂŝŶĞƌ͗ 
ϲŵ�ͬ�ϮϬ͛�ĐŽŶƚĂŝŶĞƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳϲ͘ϵϱ 
ϭϮŵ�ͬ�ϰϬ͛�͕�ϭϯ͕ϳŵ�ͬ�ϰϱ͛�ĐŽŶƚĂŝŶĞƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϱϯ͘ϴϴ 
�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ͕�Ăůů�ƐŝǌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳϲ͘ϵϱ 
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· �ƵŶŬĞƌƐ�ĂŶĚͬŽƌ�ǁĂƚĞƌ�ĨŽƌ�ƚŚĞ�ǀĞƐƐĞů͛Ɛ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ�Ăƚ�Ă�ĐŽŵŵĞƌĐŝĂů�ďĞƌƚŚ͕�ũĞƩǇ�Žƌ�
ŵŽŽƌŝŶŐ͖ 

· �ĂƌŐŽ�ůĂŶĚĞĚ�ŝŶ�ĞƌƌŽƌ�ĂŶĚ�ƌĞƐŚŝƉƉĞĚ�ŽŶƚŽ�ƚŚĞ�ƐĂŵĞ�ǀĞƐƐĞů͖ 
· &ŝƐŚ�ůĂŶĚĞĚ�ĨŽƌ�ůŽĐĂů�ĐŽŶƐƵŵƉƟŽŶ�Ăƚ�Ă�ůĞĂƐĞĚ�ďĞƌƚŚ�ĨƌŽŵ�ůŽĐĂůůǇ�ƌĞŐŝƐƚĞƌĞĚ�ĮƐŚŝŶŐ�ǀĞƐͲ

ƐĞůƐ�ůŝĐĞŶƐĞĚ�ďǇ�ƚŚĞ��ĞƉĂƌƚŵĞŶƚ�ŽĨ��ŶǀŝƌŽŶŵĞŶƚĂů��īĂŝƌƐ�Θ�dŽƵƌŝƐŵ͖ 
· �ůŝƉ-ŽŶ�ƵŶŝƚƐ�ĨŽƌ�/^K�ƌĞĞĨĞƌ�ĐŽŶƚĂŝŶĞƌƐ�ĂŶĚ�ƚŚĞ�ĐƌŝďƐ�ŝŶ�ǁŚŝĐŚ�ƚŚĞǇ�ĂƌĞ�ĐŽŶǀĞǇĞĚ�ǁŚĞŶ�

ƌĞƚƵƌŶĞĚ�ƚŽ�ƚŚĞ�ŽƌŝŐŝŶĂů�ƉŽƌƚ�ŽĨ�ƐŚŝƉŵĞŶƚ͖ 
· �ĂƌŐŽ�ƌĞƐƚŽǁĞĚ�ďǇ�ƵƟůŝǌŝŶŐ�ƚŚĞ�ǁŚĂƌĨ͘� 
 

sĞƐƐĞů͛Ɛ�ƐƉĂƌĞƐ�ͬ�ƐƚŽƌĞƐ�ĨŽƌ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ 
 

· sĞƐƐĞů͛Ɛ� ƐƚŽƌĞƐ� ŝŶĐůƵĚŝŶŐ�ďĂŝƚ�ĂŶĚ�ƉĂĐŬĂŐŝŶŐ�ŵĂƚĞƌŝĂůƐ͕� ǀĞƐƐĞů͛Ɛ� ƐƉĂƌĞƐ�Ăůů� ĨŽƌ� ƚŚĞ�ǀĞƐͲ
ƐĞů͛Ɛ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ�Ăƚ�ĂŶǇ�ĐŽŵŵĞƌĐŝĂů�ďĞƌƚŚ͕�ũĞƩǇ�Žƌ�ŵŽŽƌŝŶŐ͖ 

· �ŽŶĂ�ĮĚĞ� ƚƌĂŶƐŚŝƉŵĞŶƚƐ�ǁŝůů� ƋƵĂůŝĨǇ� ĨŽƌ� ƚŚĞ�ĂďŽǀĞ�ĞǆĞŵƉƟŽŶ�ŽŶůǇ� ŝĨ� ƚŚĞ� ŝŵƉŽƌƚ� ĂŶĚ�
ĞǆƉŽƌƚ�ĚŽĐƵŵĞŶƚƐ�ŚĂǀĞ�ďĞĞŶ�ƐƵŝƚĂďůǇ�ĞŶĚŽƌƐĞĚ͘ 

 
EŽƚĞƐ͗ 
ŝ͘�sĞƐƐĞůΖƐ�ƐƉĂƌĞƐͬƐƚŽƌĞƐ�ŝŵƉŽƌƚĞĚ�ĂŶĚ�ŵŽǀĞĚ�ƚŽ�Ă�ďŽŶĚĞĚ�ǁĂƌĞŚŽƵƐĞ�ƉĞŶĚŝŶŐ�ƉůĂĐŝŶŐ�ŽŶ�
ďŽĂƌĚ�ĂŶŽƚŚĞƌ�ǀĞƐƐĞů�ĂƌĞ�ůŝĂďůĞ�ĨŽƌ�ĐĂƌŐŽ�ĚƵĞƐ�ŽŶ�ƚŚĞ�ŝŶĐŽŵŝŶŐ�ůĞŐ͘��ŌĞƌ�ƉůĂĐŝŶŐ�ŽŶ�ďŽĂƌĚ�
ĂƐ�ǀĞƐƐĞů�ĨŽƌ�ŽǁŶ�ƵƐĞ͕�ŝŵƉŽƌƚ�ĐĂƌŐŽ�ĚƵĞƐ�ǁŝůů�ďĞ�ƌĞĨƵŶĚĞĚ�ǁŚŝůƐƚ�ƚŚĞ�ŽƵƚŐŽŝŶŐ�ƚƌĂŶƐĂĐƟŽŶ�
ŝƐ�ĞǆŽŶĞƌĂƚĞĚ�ĨƌŽŵ�ƉĂǇŵĞŶƚ�ŽĨ�ĐĂƌŐŽ�ĚƵĞƐ�ƉƌŽǀŝĚĞĚ�ƚŚĂƚ�ďŽƚŚ�ƚƌĂŶƐĂĐƟŽŶƐ�ĂƌĞ�ĚŽŶĞ�ǁŝƚŚͲ
ŝŶ� ϯϬ� ĚĂǇ� ƉĞƌŝŽĚ͘� &ĂŝůŝŶŐ� ǁŚŝĐŚ� ŶŽƌŵĂů� ŝŵƉŽƌƚ� ͬ� ĞǆƉŽƌƚ� ĐĂƌŐŽ� ĚƵĞƐ� ǁŝůů� ďĞ� ŵĂŝŶƚĂŝŶĞĚ͘�
;�ŽƚŚ�ŝŵƉŽƌƚ�ĂŶĚ�ĞǆƉŽƌƚ�ĐĂƌŐŽ�ĚƵĞƐ�ĚŽĐƵŵĞŶƚĂƟŽŶͿ�ŵƵƐƚ�ďĞ�ƐƵŝƚĂďůǇ�ĞŶĚŽƌƐĞĚ͕�ĐĞƌƟĮĞĚ�
ĂŶĚ�ĐƌŽƐƐ-ƌĞĨĞƌĞŶĐĞĚͿ 
 
ŝŝ͘�sĞƐƐĞůΖƐ�ƐƉĂƌĞƐͬƐƚŽƌĞƐ�ƚƌĂŶƐƐŚŝƉƉĞĚ�ĨƌŽŵ�ŽŶĞ�ǀĞƐƐĞů�ƚŽ�ĂŶŽƚŚĞƌ�ĂƌĞ�ĞǆĞŵƉƚĞĚ�ĨƌŽŵ�ĐĂƌͲ
ŐŽ�ĚƵĞƐ͘��ŽĐƵŵĞŶƚƐ�ŵƵƐƚ�ďĞ�ĐĞƌƟĮĞĚ�ƚŽ�ƚŚĞ�ĞīĞĐƚ�ƚŚĂƚ�ƚŚĞ�ĐĂƌŐŽ�ŝƐ�ǀĞƐƐĞů�ƐƉĂƌĞƐͬƐƚŽƌĞƐ�
ĨŽƌ�ƚŚĞ�ƌĞĐĞŝǀŝŶŐ�ǀĞƐƐĞůΖƐ�ŽǁŶ�ƵƐĞ�ĂŶĚ�ĐŽŶƐƵŵƉƟŽŶ 
 
ŝŝŝ͘�sĞƐƐĞůΖƐ�ƐƉĂƌĞƐͬƐƚŽƌĞƐ�ĞŵĂŶĂƟŶŐ�ĨƌŽŵ�ůŽĐĂů�ƐƵƉƉůŝĞƌƐ�Žƌ�ďĞŝŶŐ�ĂŝƌĨƌĞŝŐŚƚĞĚ�ĂƌĞ�ĞǆĞŵƉƚͲ
ĞĚ�ĨƌŽŵ�ĐĂƌŐŽ�ĚƵĞƐ͘�/Ŷ�ƚŚĞƐĞ�ŝŶƐƚĂŶĐĞƐ͕�ĚŽĐƵŵĞŶƚƐ�ŵƵƐƚ�ĂůƐŽ�ďĞ�ĐĞƌƟĮĞĚ 
 
ŝǀ͘� sĞƐƐĞůΖƐ� ƐƉĂƌĞƐͬƐƚŽƌĞƐ� Žƌ� ĚƵƚǇ� ĨƌĞĞ� ǀĞƐƐĞůΖƐ� ƐƚŽƌĞƐͬƐƉĂƌĞƐ� ŝŵƉŽƌƚĞĚ� ĂŶĚ� ŵŽǀĞĚ� ƚŽ� Ă�
ƉƌŝǀĂƚĞ�ǁĂƌĞŚŽƵƐĞ�;ŶŽƚ�ďŽŶĚĞĚͿ�ĂƐ�Ă�ŶŽƌŵĂů�ŝŵƉŽƌƚ�ƚƌĂŶƐĂĐƟŽŶ�ǁŝůů�ĂƩƌĂĐƚ�ŶŽƌŵĂů�ŝŵƉŽƌƚ�
ĐĂƌŐŽ�ĚƵĞƐ�ĂŶĚ�ŝĨ�ƉůĂĐĞĚ�ŽŶ�ďŽĂƌĚ�Ă�ǀĞƐƐĞů�Ăƚ�Ă�ůĂƚĞƌ�ƐƚĂŐĞ�ĂƐ�ǀĞƐƐĞůΖƐ�ƐƉĂƌĞͬƐƚŽƌĞƐ�ĨŽƌ�ŽǁŶ�
ƵƐĞ͕�ƚŚĞ�ŽƵƚŐŽŝŶŐ�ƚƌĂŶƐĂĐƟŽŶ�ŝƐ�ĞǆŽŶĞƌĂƚĞĚ�ĨƌŽŵ�ƉĂǇŵĞŶƚ�ŽĨ�ĐĂƌŐŽ�ĚƵĞƐ 
 
ǀ͘� EŽƚĞƐ� ;ŝͿ� ĂŶĚ� ;ŝǀͿ� ŽŶůǇ� ĂƉƉůǇ� ǁŚĞƌĞ� ǀĞƐƐĞůΖƐ� ƐƉĂƌĞƐͬƐƚŽƌĞƐ� ƚƌĂŶƐĂĐƟŽŶ� ƚĂŬĞ� ƉůĂĐĞ� Ăƚ� Ă�
ĐŽŵŵĞƌĐŝĂů�ďĞƌƚŚ͕�ũĞƩǇ�Žƌ�ŵŽŽƌŝŶŐ�ŽĨ�dƌĂŶƐŶĞƚ 

���(;(037,216 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���75$16+,33('�&$5*2 

dŚĞ�ĨĞĞƐ�ĨŽƌ͗ 
 
· �ĂƌŐŽͬ�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ�ŵĂŶŝĨĞƐƚĞĚ�ƚŽ�ƚŚĞ�ƉŽƌƚ�ŽĨ�ĚŝƐĐŚĂƌŐĞ�ĨŽƌ�ƚƌĂŶƐƐŚŝƉŵĞŶƚ�ƚŽ�ĂŶͲ

ŽƚŚĞƌ�ƉŽƌƚ͖�Žƌ 
· �ĂƌŐŽͬ�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ� ĨŽƌ�ǁŚŝĐŚ� ƚƌĂŶƐƐŚŝƉƉŝŶŐ�ŽƌĚĞƌƐ�ŚĂǀĞ�ďĞĞŶ�ĂĐĐĞƉƚĞĚ�ƉƌŝŽƌ� ƚŽ͕�

Žƌ�ǁŝƚŚŝŶ�ϯ�ĚĂǇƐ�ŽĨ�ƚŚĞ�ĚŝƐĐŚĂƌŐŝŶŐ�ǀĞƐƐĞů�ŚĂǀŝŶŐ�ĐŽŵŵĞŶĐĞĚ�ĚŝƐĐŚĂƌŐĞ͖�Žƌ 
· �ĂƌŐŽͬ�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ�ƚƌĂŶƐƐŚŝƉƉĞĚ�ĨƌŽŵ�ŽŶĞ�ǀĞƐƐĞů� ƚŽ�ĂŶŽƚŚĞƌ�ǁŝƚŚŽƵƚ�ƚŽƵĐŚŝŶŐ�Ă�

ǁŚĂƌĨ�Žƌ�ũĞƩǇ͖�Žƌ 
· �ĂƌŐŽͬ�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ�ůĂŶĚĞĚ�ŝŶ�ĞƌƌŽƌ�Žƌ�ŽǀĞƌ�ĐĂƌƌŝĞĚ�ĂŶĚ�ƌĞƐŚŝƉƉĞĚ�ŽŶƚŽ�Ă�ĚŝīĞƌĞŶƚ�

ǀĞƐƐĞů͖�Žƌ 
· �ƵŶŬĞƌ�ĨƵĞů�Žŝů�ƐƵƉƉůŝĞĚ�ƚŽ�ǀĞƐƐĞůƐ�ĚŝƌĞĐƚ�ĨƌŽŵ�ƚĂŶŬĞƌƐ�;ĞǆĐůƵĚŝŶŐ�ďƵŶŬĞƌƐ�ďĂƌŐĞƐͿ͖ 
· �ĂƌŐŽ�ůŽĂĚĞĚ�Ăƚ�Ă�^ŽƵƚŚ��ĨƌŝĐĂŶ�ƉŽƌƚ�ĂŶĚ�ƚŚĞŶ�ĚŝƐĐŚĂƌŐĞĚ�ĨƌŽŵ�ƚŚĞ�ƐĂŵĞ�ǀĞƐƐĞů�ĚƵĞ�ƚŽ�

ĐŽŶƚĂŝŶĞƌ�ŵĂůĨƵŶĐƟŽŶͬĚĂŵĂŐĞͬƵŶƉĂĐŬͬƌĞƉĂĐŬ͖ 
· �ĂƌŐŽ�ŶŽƚ�ŵĂŶŝĨĞƐƚĞĚ͘ 
· �ĂƌŐŽ�ŶŽƚ�ŵĂŶŝĨĞƐƚĞĚ�ĨŽƌ�^��ƚŚĂƚ� ŝƐ�ĚŝƐĐŚĂƌŐĞĚ�ĚƵĞ�ƚŽ�ĚĂŵĂŐĞͬŵĂůĨƵŶĐƟŽŶ�ĂŶĚ�ƚŚĞŶ�

ƐŚŝƉƉĞĚͬ�ĂŝƌĨƌĞŝŐŚƚĞĚ�ƚŽ�ƚŚĞ�ĐŽƵŶƚƌǇ�ŽĨ�ĮŶĂů�ĚĞƐƟŶĂƟŽŶ�ǁŝƚŚŝŶ�ϵϬ�ĚĂǇƐ�ŽĨ�ĐĂƌŐŽ�ďĞŝŶŐ�
ĚŝƐĐŚĂƌŐĞĚ͘� hŶƉĂĐŬ� ĂŶĚ� ƌĞƉĂĐŬ� ŵƵƐƚ� ďĞ� ĚŽŶĞ� Ăƚ� Ă� �ƵƐƚŽŵƐ� ďŽŶĚĞĚ� ǁĂƌĞŚŽƵƐĞͬ
�ƵƐƚŽŵ͛Ɛ�ƐƵƉĞƌǀŝƐŝŽŶ͘��ŽĐƵŵĞŶƚĂƌǇ�ƉƌŽŽĨ�ŵƵƐƚ�ďĞ�ĂǀĂŝůĂďůĞ�ƚŽ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͘ 

 
�ƌĞ�ĂƐ�ĨŽůůŽǁƐ͗ 
�ŽŶƚĂŝŶĞƌŝƐĞĚ�ĐĂƌŐŽ͕�ƉĞƌ�ĐŽŶƚĂŝŶĞƌ�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ͖ 
 
ϲŵ�ͬ�ϮϬ͛�ĐŽŶƚĂŝŶĞƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳϲ͘ϵϱ� 
ϭϮŵ�ͬ�ϰϬ͛�͕�ϭϯ͕ϳŵ�ͬ�ϰϱ͛�ĐŽŶƚĂŝŶĞƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϱϯ͘ϴϴ 
�ŵƉƚǇ�ĐŽŶƚĂŝŶĞƌƐ͕�Ăůů�ƐŝǌĞƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϳϱ͘ϰϮ 
KƚŚĞƌ�ĐĂƌŐŽ͕�ƉĞƌ�ƚŽŶ�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϰ͘ϰϰ 
 
&ĞĞƐ� ƉĂǇĂďůĞ� ŽŶ� ďƵůŬ� ůŝƋƵŝĚƐ� ƚƌĂŶƐƐŚŝƉƉĞĚ� ĚŝƌĞĐƚ� ĨƌŽŵ�ŽŶĞ� ǀĞƐƐĞů� ƚŽ� ĂŶŽƚŚĞƌ� Žƌ� ŽŶ� ďƵůŬ�
ůŝƋƵŝĚƐ�ƉƵŵƉĞĚ� ŝŶƚŽ�ƉƌŝǀĂƚĞ�ƐƚŽƌĂŐĞ� ŝŶƐƚĂůůĂƟŽŶƐ�ĂǁĂŝƟŶŐ� ƚŚĞ�ŽŶ�ĐĂƌƌǇŝŶŐ�ǀĞƐƐĞů�ĂƌĞ͕�ƉĞƌ�
ƚŽŶ�;ŬŝůŽůŝƚƌĞͿ 
 
&ŝƌƐƚ�ϭϬϬ�ϬϬϬ�ƚŽŶƐ�;ŬŝůŽůŝƚƌĞƐͿ͕�ƉĞƌ�ƚŽŶ�;ŬŝůŽůŝƚƌĞͿ͕�ƉĞƌ�ĐŽŶƐŝŐŶŵĞŶƚ͕�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚͲ
ǁĂƌĚƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϰ͘ϰϰ 
 

dŚĞƌĞĂŌĞƌ͕�ƉĞƌ�ƚŽŶ�;ŬŝůŽůŝƚƌĞͿ͕�ƉĞƌ�ĐŽŶƐŝŐŶŵĞŶƚ͕�ƉĞƌ�ůĞŐ�ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ͙͙͙͙͙͘͘͘Ϯ͘ϮϮ 
 
WĞƌŝƐŚĂďůĞ�ĐĂƌŐŽ�ĂŶĚ�ŝŶ�ďŽŶĚ�ĐĂƌŐŽ�ŶŽƚ�ƚƌĂŶƐƐŚŝƉƉĞĚ�ǁŝƚŚŝŶ�ϯϬ�ĚĂǇƐ�ĂŌĞƌ�ƚŚĞ�ĚĂƚĞ�ƚŚĂƚ�ƚŚĞ�
ĚŝƐĐŚĂƌŐŝŶŐ�ǀĞƐƐĞů�ĐŽŵŵĞŶĐĞĚ�ĐĂƌŐŽ�ǁŽƌŬŝŶŐ͕�ƐŚĂůů�ĨŽƌ�ĐĂƌŐŽ�ĚƵĞƐ�ƉƵƌƉŽƐĞƐ�ďĞ�ƌĞŐĂƌĚĞĚ�
ĂƐ�ĐĂƌŐŽ�ŝŵƉŽƌƚĞĚ�ĂŶĚ�ĞǆƉŽƌƚĞĚ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

���/$7(�25'(5�$1'�5(/$7('�)((6 

>ĂƚĞ�ŽƌĚĞƌ�ĨĞĞ�ŝƐ�ĂƉƉůŝĐĂďůĞ�ĨŽƌ�ĐĂŶĐĞůůĂƟŽŶƐ�ĂŶĚ�ůĂƚĞ�ƐƵďŵŝƐƐŝŽŶ�ŽĨ�ĐĂƌŐŽ�ĚŽĐƵŵĞŶƚĂƟŽŶ�
ĂƌĞ�ĂƐ�ĨŽůůŽǁƐ͗ 
 
�ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ĂŵĞŶĚŵĞŶƚ�ĨĞĞ�ƉĞƌ�ŽƌĚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϯϰϲ͘ϵϰ 
>ĂƚĞ͕� ŝŶĐŽŵƉůĞƚĞ� ĂŶĚ� ŶŽŶ-ƐƵďŵŝƐƐŝŽŶ� ŽĨ� ŵĂŶŝĨĞƐƚƐ� ĂŶĚ� ŽƵƩƵƌŶ� ƌĞƉŽƌƚƐ� ƉĞƌ� ŵĂŶŝĨĞƐƚͬ
ŽƵƩƵƌŶ�ƌĞƉŽƌƚ͘ 
ƉĞƌ�ŵĂŶŝĨĞƐƚ�ĂŶĚ�ŽƵƩƵƌŶ�ƌĞƉŽƌƚ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭ�ϳϯϰ͘ϳϲ 
�ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ĨƌĂŵŝŶŐ�ĨĞĞ�ƉĞƌ�ŽƌĚĞƌ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘ϯϰϲ͘ϵϰ 
 
�ůů�ĂŵĞŶĚĞĚ�ŽƌĚĞƌƐ�ƚŽ�ďĞ�ĂĐĐŽŵƉĂŶŝĞĚ�ďǇ�ƚŚĞ�ŽƌŝŐŝŶĂů�ŽƌĚĞƌ�;ƵƉŽŶ�ƌĞƋƵĞƐƚ�ĨƌŽŵ�ƚŚĞ��ƵͲ
ƚŚŽƌŝƚǇͿ͘ 

ϵ͘���Z'K��KEs�z����z�s�^^�>�W�ZD/dd���dK�^�Zs/���s�^^�>^�t/d,/E��E��
Khd^/���d,��WKZd 

WĞƌ�ƚƌŝƉ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϰϭϭ͘ϯϬ 
 
�ĚŵŝŶŝƐƚƌĂƟǀĞ�ĨĞĞƐ 
ĨŽƌ�ƉŚŽƚŽĐŽƉŝĞƐ�ƉĞƌ�ƉĂŐĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϬ͘ϴϳ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

6(&7,21�� 

���&$5*2�'8(6�25'(5 

�h^/E�^^�WZK��^^�^��E���K�hD�Ed�d/KE 

�ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƉƌĞƐĞŶƚĞĚ�Ăƚ�ƚŚĞ�ƉŽƌƚ�ǁŚĞƌĞ�ƚŚĞ�ĐŽŶƐŝŐŶŵĞŶƚ�ǁŝůů�ďĞ�ůĂŶĚĞĚͬ
ƐŚŝƉƉĞĚͬƚƌĂŶƐŚŝƉƉĞĚ͘ 
 
�ĂƌŐŽ�ĚƵĞƐ�ŝƐ�ƉĂǇĂďůĞ�ďǇ�ƚŚĞ�ŝŵƉŽƌƚĞƌͬĞǆƉŽƌƚĞƌ�ŽĨ�ĐĂƌŐŽ�ǁŚŽ�ŵĂǇ�ĂƉƉŽŝŶƚ�Ă�ĐůĞĂƌŝŶŐ�ĂŶĚ�
ĨŽƌǁĂƌĚŝŶŐ�ĂŐĞŶƚ�ƚŽ�ƵŶĚĞƌƚĂŬĞ�ƚƌĂŶƐĂĐƟŽŶƐ�ŽŶ�ƚŚĞŝƌ�ďĞŚĂůĨ͘�dŚĞ�ĂĐĐŽƵŶƚ�ŶƵŵďĞƌ�ĂƉƉĞĂƌͲ
ŝŶŐ�ŽŶ�ƚŚĞ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ǁŝůů�ďĞ�ĚĞďŝƚĞĚ�ĂĐĐŽƌĚŝŶŐůǇ͘ 
 
/Ŷ�ŝŶƐƚĂŶĐĞƐ�ǁŚĞƌĞ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌƐ�ŚĂǀĞ�ŶŽƚ�ďĞĞŶ�ƌĞĐĞŝǀĞĚ͕�ƐƵĐŚ�ĐŚĂƌŐĞƐ�ǁŝůů�ďĞ�ďŝůůĞĚ�
ƚŽ�ƚŚĞ�ĐŽŶƚĂŝŶĞƌ�ŽƉĞƌĂƚŽƌ�ĨŽƌ�ĐŽŶƚĂŝŶĞƌ�ƚƌĂĸĐ�ĂŶĚ�ƚŚĞ�ǀĞƐƐĞů�ĂŐĞŶƚ�ĨŽƌ�ďƵůŬ�ĂŶĚ�ďƌĞĂŬďƵůŬ�
ƚƌĂĸĐ͘ 
 
/^K�ĐŽŶƚĂŝŶĞƌƐ�ĮůůĞĚ�ǁŝƚŚ�Dd�ƌĞƚƵƌŶƐ�ŽĨ�ǁŚĂƚĞǀĞƌ�ŶĂƚƵƌĞ�ďĞŝŶŐ�ƌĞƚƵƌŶĞĚ�ĨŽƌ�ĮůůŝŶŐ͕�ƉƌŽǀŝĚͲ
ĞĚ�Ă�ĐĞƌƟĮĐĂƚĞ�ŝƐ�ŐŝǀĞŶ�ƚŽ�ƚŚĞ�ĞīĞĐƚ�ƚŚĂƚ�ƚŚĞǇ�ĂƌĞ�ďĞŝŶŐ�ƌĞƚƵƌŶĞĚ�ƚŽ�ƚŚĞ�ŽƌŝŐŝŶĂů�ƐĞŶĚĞƌ�ĨŽƌ�
ƌĞĮůůŝŶŐ͕�ĂƐ�ǁĞůů�ĂƐ�ŶĞǁ�Dd�/^K�ĐŽŶƚĂŝŶĞƌƐ�ǁŝůů�ďĞ�ƌĞŐĂƌĚĞĚ�ĂƐ�ĂŶ�ĞŵƉƚǇ�ĐŽŶƚĂŝŶĞƌ͘�dƌĂŶͲ
ƐŚŝƉŵĞŶƚƐ�ĂƌĞ�ĞǆĐůƵĚĞĚ�ĨƌŽŵ�ƚŚŝƐ�ƌƵůŝŶŐ͘ 
 
�ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ĐĂŶ�ďĞ�ŐƌŽƵƉĞĚ�ĂŶĚ�ƐƵďŵŝƩĞĚ�ĂƐ�Ă�ůŝƐƚ͕�ŝ͘Ğ͘�ŽŶĞ�ŽƌĚĞƌ�ƐƵƉƉŽƌƚĞĚ�ďǇ�Ă�
ůŝƐƚ� ĐŽŶƚĂŝŶŝŶŐ� ƚŚĞ� ƌĞůĞǀĂŶƚ� ĐŽŶƚĂŝŶĞƌ� ŶƵŵďĞƌƐ͕� ƚŽ� ƚŚĞ� ƌĞůĞǀĂŶƚ� WŽƌƚ� ZĞǀĞŶƵĞ�KĸĐĞƐ͕� ĂƐ�
ĨŽůůŽǁƐ�;/ŵƉŽƌƚƐ�ĂŶĚ��ǆƉŽƌƚƐ�ƐĞƉĂƌĂƚĞůǇͿ͗ 
 
· �ŽŶƚĂŝŶĞƌƐ͗� KŶ� Ă� ƉĞƌ� ǀĞƐƐĞů͕� ƉĞƌ� ĐŽŶƚĂŝŶĞƌ� ŽƉĞƌĂƚŽƌ� ďĂƐŝƐ͕� ƐĞƉĂƌĂƚĞĚ� ďĞƚǁĞĞŶ�

ĚĞĞƉƐĞĂ͕�ĐŽĂƐƚǁŝƐĞ�ĂŶĚ�ƚƌĂŶƐƐŚŝƉŵĞŶƚ�ŵŽǀĞŵĞŶƚƐ͘ 
 
· �ƌĞĂŬďƵůŬ�ĂŶĚ��ƵůŬ͗�KŶ�Ă�ƉĞƌ�ǀĞƐƐĞů͕�ƉĞƌ�ĂŐĞŶƚ�ďĂƐŝƐ͕� ƐĞƉĂƌĂƚĞĚ�ďĞƚǁĞĞŶ�ĚĞĞƉƐĞĂ͕�

ĐŽĂƐƚǁŝƐĞ�ĂŶĚ�ƚƌĂŶƐƐŚŝƉŵĞŶƚ�ŵŽǀĞŵĞŶƚƐ͘ 
 
��ƐŝŶŐůĞ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ�ĐĂŶ�ĂůƐŽ�ďĞ�ƐƵďŵŝƩĞĚ�ĨŽƌ�ŵƵůƟƉůĞ�ĐŽŶƚĂŝŶĞƌƐ�ƉƌŽǀŝĚĞĚ�ƚŚĂƚ�ƚŚĞ�
ĐŽŶƚĂŝŶĞƌ�ŶƵŵďĞƌƐ�ĂƌĞ�ŝŶĚŝĐĂƚĞĚ�ŽŶ�ƚŚĞ�ŽƌĚĞƌ�ĂŶĚ�ŝŵƉŽƌƚ�ĂŶĚ�ĞǆƉŽƌƚ�ŽƌĚĞƌƐ�ĂƌĞ�ƐƵďŵŝƩĞĚ�
ƐĞƉĂƌĂƚĞůǇ͘�KƌĚĞƌƐ�ƐŚŽƵůĚ�ĨƵƌƚŚĞƌ�ďĞ�ƐĞƉĂƌĂƚĞĚ�ďĞƚǁĞĞŶ�ĚĞĞƉƐĞĂ͕�ĐŽĂƐƚǁŝƐĞ�ĂŶĚ�ƚƌĂŶƐŚŝƉͲ
ŵĞŶƚƐ͘ 
 
�ŶǇ�ĐĂŶĐĞůůĂƟŽŶƐ�ĂŶĚ�ĂŵĞŶĚŵĞŶƚƐ�ŽŶ�ƚŚŝƐ�ŽƌĚĞƌ�ǁŝůů�ďĞ�ĂƉƉůŝĐĂďůĞ�ƉĞƌ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ͘�
�ŶǇ�ĂƉƉůŝĐĂďůĞ�ĨĞĞƐ�ǁŝůů�ďĞ�ůĞǀŝĞĚ�ƉĞƌ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

����7<3(6�2)�'2&80(17$7,21 

dŚĞ�ĨŽůůŽǁŝŶŐ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ŵƵƐƚ�ďĞ�ƉƌŽǀŝĚĞĚ�ƚŽ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͗ 

�ŽŶƚĂŝŶĞƌ�/ŵƉŽƌƚ�ĂŶĚ��ǆƉŽƌƚƐ͗ 

· �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ 
· sĞƐƐĞů�DĂŶŝĨĞƐƚ 
· �ŵƉƚǇ��ŽŶƚĂŝŶĞƌ�>ŝƐƚ 

�ƵůŬ�ĂŶĚ��ƌĞĂŬďƵůŬ��ǆƉŽƌƚƐ͗ 

· �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ 
· DĂƚĞƐ�ZĞĐĞŝƉƚ 
· sĞƐƐĞů�DĂŶŝĨĞƐƚ 
· �ƌĂŌ�ƐƵƌǀĞǇ�ĨŽƌ�ďƵůŬ�ĞǆƉŽƌƚƐ 

�ƵůŬ�ĂŶĚ��ƌĞĂŬďƵůŬ�/ŵƉŽƌƚƐ͗ 

· �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ 
· �ŝůů�ŽĨ�>ĂĚŝŶŐ�ͬ��ĞůŝǀĞƌǇ�KƌĚĞƌ 
· sĞƐƐĞů�DĂŶŝĨĞƐƚ 
· >ĂŶĚŝŶŐ�KƌĚĞƌ 

�ŽĂƐƚĂů��ĂƌŐŽ͗ 

· �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ�ƉĞƌ� ŝŶǁĂƌĚ�ĂŶĚ�ŽƵƚͲ
ǁĂƌĚƐ� ŵŽǀĞŵĞŶƚ͕� ƐƵƉƉŽƌƚĞĚ� ďǇ� ĂŶ�
ŝŶǁĂƌĚƐ�Žƌ�ŽƵƚǁĂƌĚƐ�ůŝƐƚ͕�ĚŝīĞƌĞŶƟĂƚĞĚ�
ďĞƚǁĞĞŶ� ĨƵůů͕� ĞŵƉƚǇ͕� ϲŵ� ;ϮϬ͛Ϳ͕� ϭϮŵ�
;ϰϬ͛Ϳ�Žƌ�ϭϯ͕ϳϱŵ�;ϰϱ͛Ϳ͘ 

^ƵƉƉŽƌƟŶŐ�ĚŽĐƵŵĞŶƚĂƟŽŶ͗�sĞŚŝĐůĞƐ 
 

/Ŷ�ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�ƚǇƉĞƐ�ŽĨ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ůŝƐƚĞĚ�ŝŶ�^ĞĐƟŽŶ�ϴ͕��ůĂƵƐĞ�ϭ͘ϭ�ĂďŽǀĞ�ƉůĞĂƐĞ�ŝŶͲ
ĐůƵĚĞ�ĂŶǇ�ŽĨ� ƚŚĞ� ĨŽůůŽǁŝŶŐ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ďĞůŽǁ�ƐƉĞĐŝĨǇŝŶŐ� ƚŚĞ� ůĞŶŐƚŚͬƐ�ŽĨ� ƚŚĞ�ǀĞŚŝĐůĞͬƐ�
ǁŚĞŶ�ƉĂƐƐŝŶŐ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ĨŽƌ�ǀĞŚŝĐůĞƐ͗ 
 

· WŽƐƚ�ůŽĂĚ�ͬ��ĞůŝǀĞƌǇ�ZĞƉŽƌƚ 
· �ĞƌƟĮĐĂƚĞ�ĂŶĚ�ůŝƐƚ�ŽĨ�DĞĂƐƵƌĞŵĞŶƚ�ĂŶĚ�tĞŝŐŚƚ 
· �ǆƉŽƌƚ��ĞƌƟĮĐĂƚĞ 
· WĂĐŬŝŶŐ�^ƉĞĐŝĮĐĂƟŽŶ 
· ^ƵƉƉůŝĞƌƐ�/ŶǀŽŝĐĞ 
· �ĸĚĂǀŝƚ�—� ;ŽŶůǇ� ĂƉƉůŝĐĂďůĞ� ƚŽ� ŝŶƐƚĂŶĐĞƐ�ǁŚĞƌĞ�ŽǁŶĞƌƐ� ĂƌĞ� ƌĞůŽĐĂƟŶŐ�ĂŶĚ�ǀĞŚŝĐůĞͬƐ�

ĨŽƌŵ�ƉĂƌƚ�ŽĨ��͞ƉĞƌƐŽŶĂůͬŚŽƵƐĞŚŽůĚ�ĞīĞĐƚƐ͟Ϳ 
 

tŚĞƌĞ�ƐƵĐŚ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ĐĂŶŶŽƚ�ďĞ�ƉƌŽǀŝĚĞĚ� ƚŚĞ� ĨŽůůŽǁŝŶŐ�ĂǀĞƌĂŐĞ� ůĞŶŐƚŚ�ǁŝůů�ďĞ�ĂƉͲ
ƉůŝĞĚ�ĨŽƌ 
ƚĂƌŝĸŶŐ�ƉƵƌƉŽƐĞƐ͗ 
· WĂƐƐĞŶŐĞƌ�ǀĞŚŝĐůĞ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϱ͘ϬϬ�ŵĞƚƌĞƐ 
· >ŝŐŚƚ�ĐŽŵŵĞƌĐŝĂů�ǀĞŚŝĐůĞƐͬƚƌĂĐƚŽƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘ϴ͘ϬϬ�ŵĞƚƌĞƐ 
· ,ĞĂǀǇ�ĐŽŵŵĞƌĐŝĂů�ǀĞŚŝĐůĞƐ�;ƚƌƵĐŬƐ͕�ƚƌĂĐƚŽƌƐ͕�ĞƚĐ͘Ϳ͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘ϭϬ͘ϬϬ�ŵĞƚƌĞƐ 
· �ƌĂŶĞƐͬĞǆĐĂǀĂƚŽƌƐͬďƵůůĚŽǌĞƌƐ͕�ĞƚĐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘ϭϮ͘ϬϬ�ŵĞƚƌĞƐ 
· dƌĂŝůĞƌƐ͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͙͘͘͘͘͘ϭϰ͘ϬϬ�ŵĞƚƌĞƐ� 

dƌĂŶƐƐŚŝƉŵĞŶƚ��ĂƌŐŽ͗ 
· �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ�ƉĞƌ�ŝŶǁĂƌĚ�ĂŶĚ�ŽƵƚǁĂƌĚƐ�ŵŽǀĞŵĞŶƚ͕�ƐƵƉƉŽƌƚĞĚ�ďǇ�ĂŶ�ŝŶǁĂƌĚƐ�Žƌ�

ŽƵƚǁĂƌĚƐ�ůŝƐƚ͕�ĚŝīĞƌĞŶƟĂƚĞĚ�ďĞƚǁĞĞŶ�ĨƵůů͕�ĞŵƉƚǇ͕�ϲŵ�;ϮϬ͛Ϳ͕�ϭϮŵ�;ϰϬ͛Ϳ�Žƌ�ϭϯ͕ϳϱŵ�;ϰϱ͛Ϳ͘ 
 

�ƚ�ƚŚĞ�ƌĞƋƵĞƐƚ�ŽĨ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͕�ŝŶĐůƵĚŝŶŐ�ƌĞůĞǀĂŶƚ��ƵƐƚŽŵƐ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ŵƵƐƚ�ďĞ�ƉƌŽͲ
ǀŝĚĞĚ�ƚŽ�ƐƵďƐƚĂŶƟĂƚĞ�ĐĂƌŐŽ�ĚĞĐůĂƌĂƟŽŶƐ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

����7,0,1*�2)�'2&80(17$7,21 

,03257�'2&80(17$7,21 

ϭ͘��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ĮǀĞ�;ϱͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ�ĨŽƌ�ďƵůŬ�
;ĚƌǇ�ĂŶĚ�ůŝƋƵŝĚͿ�ĐĂƌŐŽ�ĂŶĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ�ĨŽƌ�Ăůů�ŽƚŚĞƌ�ĐĂƌŐŽ�
ƚǇƉĞƐ͘� dŚĞ� ŽŶůǇ� ĞǆĐĞƉƟŽŶ� ƚŽ� ƚŚŝƐ� ƌƵůĞ� ďĞŝŶŐ� ĨƌĞƐŚ� ĮƐŚ� ŝŵƉŽƌƚƐ�ǁŚĞƌĞ� ĐĂƌŐŽ� ĚƵĞƐ� ŽƌĚĞƌƐ�
ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƐĞǀĞŶ�;ϳͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĂƌƌŝǀĂů͘ 
 

Ϯ͘�DĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ŽŶĞ�;ϭͿ�ĚĂǇ�ďĞĨŽƌĞ�ǀĞƐƐĞů�ĂƌƌŝǀĂů͘ 
Ϯ͘ϭ�DĂŶŝĨĞƐƚ� ŝŶ� ƌĞƐƉĞĐƚ�ŽĨ� ĞŵƉƟĞƐ�ŵƵƐƚ�ďĞ� ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ� ƚŚƌĞĞ� ;ϯͿ�ĚĂǇƐ� ĂŌĞƌ� ǀĞƐƐĞů�
ĚĞƉĂƌƚƵƌĞ͘ 
 

ϯ͘��ƌĞĂŬďƵůŬ�ĂŶĚ��ƵůŬ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵƉƉŽƌƚĞĚ�ďǇ�ƚŚĞ��ŝůů�ŽĨ�>ĂĚŝŶŐ�Žƌ��ĞůŝǀͲ
ĞƌǇ�KƌĚĞƌ�Žƌ�ƐƵƌǀĞǇ�ƌĞƉŽƌƚƐ�ĨŽƌ�ďƵůŬ�ǀĞƐƐĞůƐ͘ 
 

ϰ͘�dŚĞ�ƐƵƉƉŽƌƟŶŐ�ĚŽĐƵŵĞŶƚƐ�ĂƌĞ�ƌĞƋƵŝƌĞĚ�ĨŽƌ�ĞŵƉƚǇ�ƌĞƚƵƌŶƐ�ĂŶĚ�Ă��ƵƐƚŽŵƐ�ĂƉƉƌŽǀĞĚ��ŝůů�
ŽĨ��ŶƚƌǇ�ĨŽƌ�ǀĞƐƐĞů�ƐƚŽƌĞƐ�ͬ�ƐƉĂƌĞƐ�ĨŽƌ�ǀĞƐƐĞůƐ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ͘ 

(;3257�'2&80(17$7,21 

ϭ͘��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ�ĨŽƌ�Ăůů�
ŽƚŚĞƌ�ĐĂƌŐŽ�ƚǇƉĞƐ͘ 
 

Ϯ͘�DĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƐĞǀĞŶ�;ϳͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ͘ 
Ϯ͘ϭ�DĂŶŝĨĞƐƚƐ� ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ĞŵƉƟĞƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƐĞǀĞŶ�;ϳͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�
ĚĞƉĂƌƚƵƌĞ͘ 
 

ϯ͘��ƌĞĂŬďƵůŬ�ĂŶĚ��ƵůŬ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵƉƉŽƌƚĞĚ�ďǇ�ƚŚĞ�ŵĂƚĞ͛Ɛ�ƌĞĐĞŝƉƚ�Žƌ�ĚƌĂŌ�
ƐƵƌǀĞǇ͘ 
 

ϰ͘�dŚĞ�ƐƵƉƉŽƌƟŶŐ�ĚŽĐƵŵĞŶƚƐ�ĂƌĞ�ƌĞƋƵŝƌĞĚ�ĨŽƌ�ĞŵƉƚǇ�ƌĞƚƵƌŶƐ�ĂŶĚ�Ă��ƵƐƚŽŵƐ�ĂƉƉƌŽǀĞĚ��ŝůů�
ŽĨ��ŶƚƌǇ�ĨŽƌ�ǀĞƐƐĞů�ƐƚŽƌĞƐ�ͬ�ƐƉĂƌĞƐ�ĨŽƌ�ǀĞƐƐĞůƐ�ŽǁŶ�ĐŽŶƐƵŵƉƟŽŶ͘ 

,1%281'�75$166+,30(17�$1'�&2$67:,6(�'2&80(17$7,21 

ϭ͘ �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ͘ 
 

Ϯ͘ /ŶďŽƵŶĚ�ƚƌĂŶƐƐŚŝƉŵĞŶƚ�ŵĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�
ĚĞƉĂƌƚƵƌĞ͘ 

 

ϯ͘ �ŽĂƐƚĂů�ŵĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ�ĨŽƌ�
ŝŶǁĂƌĚ�ŵŽǀĞƐ͘ 

 

ϰ͘ DĂŶŝĨĞƐƚƐ� ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ĞŵƉƟĞƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ� ƚŚƌĞĞ� ;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�
ĚĞƉĂƌƚƵƌĞ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 

 

7DULIIV�VXEMHFW�WR�9$7�DW������7DULIIV�LQ�6RXWK�$IULFDQ�5DQG 

287%281'�75$166+,30(17�$1'�&2$67:,6(�'2&80(17$7,21 

ϭ͘ �ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ͘ 
Ϯ͘ KƵƚďŽƵŶĚ�ƚƌĂŶƐƐŚŝƉŵĞŶƚ�ŵĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐͲ

ƐĞů�ĚĞƉĂƌƚƵƌĞ͘ 
ϯ͘ �ŽĂƐƚĂů�ŵĂŶŝĨĞƐƚƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ�ĨŽƌ�

ŽƵƚǁĂƌĚ�ŵŽǀĞƐ͘ 
ϰ͘ DĂŶŝĨĞƐƚƐ�ŝŶ�ƌĞƐƉĞĐƚƐ�ŽĨ�ĞŵƉƟĞƐ�ŵƵƐƚ�ďĞ�ƐƵďŵŝƩĞĚ�ǁŝƚŚŝŶ�ƚŚƌĞĞ�;ϯͿ�ĚĂǇƐ�ĂŌĞƌ�ǀĞƐƐĞů�

ĚĞƉĂƌƚƵƌĞ͘ 
 

dŚĞ�ĂďŽǀĞ�ƟŵĞ�ĨƌĂŵĞƐ�ĞǆĐůƵĚĞƐ�ƚŚĞ�ĮƌƐƚ�ǁĞĞŬĞŶĚ�ĂŶĚ�ƉƵďůŝĐ�ŚŽůŝĚĂǇ͘ 

���5(63216,%/(�3$57< 

�ĂƌŐŽ�ĚƵĞƐ�ŝƐ�ƉĂǇĂďůĞ�ďǇ�ƚŚĞ�ŝŵƉŽƌƚĞƌͬĞǆƉŽƌƚĞƌ�ŽĨ�ĐĂƌŐŽ�ǁŚŽ�ŵĂǇ�ĂƉƉŽŝŶƚ�Ă�ĐůĞĂƌŝŶŐ�ĂŶĚ�
ĨŽƌǁĂƌĚŝŶŐ�ĂŐĞŶƚ�ƚŽ�ƵŶĚĞƌƚĂŬĞ�ƚƌĂŶƐĂĐƟŽŶƐ�ŽŶ�ƚŚĞŝƌ�ďĞŚĂůĨ͘�dŚĞ�ĂĐĐŽƵŶƚ�ŶƵŵďĞƌ�ĂƉƉĞĂƌͲ
ŝŶŐ�ŽŶ�ƚŚĞ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ǁŝůů�ďĞ�ĚĞďŝƚĞĚ�ĂĐĐŽƌĚŝŶŐůǇ͘ 
 

/Ŷ�ŝŶƐƚĂŶĐĞƐ�ǁŚĞƌĞ�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌƐ�ŚĂǀĞ�ŶŽƚ�ďĞĞŶ�ƌĞĐĞŝǀĞĚ͕�ƐƵĐŚ�ĐŚĂƌŐĞƐ�ǁŝůů�ďĞ�ďŝůůĞĚ�
ƚŽ�ƚŚĞ�ĐŽŶƚĂŝŶĞƌ�ŽƉĞƌĂƚŽƌ�ƉĞƌ�d�h�ĨŽƌ�ĐŽŶƚĂŝŶĞƌ�ƚƌĂĸĐ�ĂŶĚ�ƚŚĞ�ǀĞƐƐĞů�ĂŐĞŶƚ�ĨŽƌ�ďƵůŬ�ĂŶĚ�
ďƌĞĂŬďƵůŬ�ƚƌĂĸĐ͘ 
 

�ĂƌŐŽ��ƵĞƐ�ĂŶĚ�Ăůů�ƌĞůĂƚĞĚ�ĐŚĂƌŐĞƐ�ĨŽƌ�ƵŶĐůĞĂƌĞĚ�ĐŽŶƚĂŝŶĞƌƐ�ǁŝůů�ďĞ�ďŝůůĞĚ�ƚŽ�ƚŚĞ�ĐŽŶƚĂŝŶĞƌ�
ŽƉĞƌĂƚŽƌ�ƉĞƌ�d�h�ĨŽƌ�ĐŽŶƚĂŝŶĞƌŝƐĞĚ�ĐĂƌŐŽ͘ 
 

�ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ƐƵďŵŝƩĞĚ�ĨŽƌ� ŝŶĚŝǀŝĚƵĂů�>�>�ĐŽŶƐŝŐŶŵĞŶƚƐ�ǁŝůů�ďĞ� ŝŶǀŽŝĐĞĚ�Ăƚ�ƚŚĞ�ĨƵůů�
ĐĂƌŐŽ�ĚƵĞƐ�ƚĂƌŝī�ƉĞƌ�d�h�ĂƐ�ƉƵďůŝƐŚĞĚ�ŝŶ�ƚŚĞ�dĂƌŝī��ŽŽŬ͘�/Ŷ�Ăůů�ĐĂƐĞƐ͕�Ă��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ�
ŵƵƐƚ�ďĞ�ƉƌĞƐĞŶƚĞĚ͕�ŝŶĚŝĐĂƟŶŐ�Ăůů�ƚŚĞ�ĐŽŶƚĂŝŶĞƌ�ŶƵŵďĞƌƐ�ŽŶ�ƚŚĞ�ŽƌĚĞƌ͕�Žƌ�ĂůƚĞƌŶĂƟǀĞůǇ�ƚŚĞ�
�ĂƌŐŽ��ƵĞƐ�KƌĚĞƌ�ĐĂŶ�ďĞ�ƉƌĞƐĞŶƚĞĚ͕�ǁŝƚŚ�ĂŶ�ĂƩĂĐŚĞĚ�ůŝƐƚ�ĐŽŶƚĂŝŶŝŶŐ�ƚŚĞ�ƌĞůĞǀĂŶƚ�ĐŽŶƚĂŝŶͲ
Ğƌ�ŶƵŵďĞƌƐ͘ 

���/$7(�25'(5�)((6 

ϯ͘ϭ�>ĂƚĞ�ŽƌĚĞƌ�ĨĞĞƐ�ĨŽƌ�ůĂƚĞ�ƐƵďŵŝƐƐŝŽŶ�ŽĨ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ 
 

�ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ�ǁŝůů�ďĞ�ĐŽŶƐŝĚĞƌĞĚ�ůĂƚĞ�ǁŚĞŶ�ƐƵďŵŝƩĞĚ�ƚŽ�ƚŚĞ��ƵƚŚŽƌŝƚǇ�ĂŌĞƌ�ƚŚĞ�ƐƟƉƵͲ
ůĂƚĞĚ�ƟŵĞĨƌĂŵĞƐ͘� dŚĞ��ƵƚŚŽƌŝƚǇ�ǁŝůů� ĐŚĂƌŐĞ� ŝŶƚĞƌĞƐƚ� ŽŶ� ƚŚĞ� ŶŽƌŵĂů� ĐĂƌŐŽ� ĚƵĞƐ� ƉĂǇĂďůĞ͕�
ĐĂůĐƵůĂƚĞĚ�Ăƚ� ƚŚĞ�ƉƌĞǀĂŝůŝŶŐ�ƉƌŝŵĞ� ƌĂƚĞ� ƉůƵƐ�ŽŶĞ� ƉĞƌĐĞŶƚ�ŽĨ� ƚŚĞ� ǀĂůƵĞ�ŽĨ� ƚŚĞ��ĂƌŐŽ��ƵĞƐ�
KƌĚĞƌ͘�dŚĞ�ĨŽůůŽǁŝŶŐ�ĞǆĂŵƉůĞ�ŝůůƵƐƚƌĂƚĞƐ�ƚŚŝƐ�ĐĂůĐƵůĂƟŽŶ͗ 
 

WƌŝŵĞ�ZĂƚĞ�ϵ͘Ϭй 
WƌŝŵĞ�ZĂƚĞ�ƉůƵƐ�ϭй�с�ϭϬ͘Ϭй 
sĂůƵĞ�ŽĨ�KƌĚĞƌ�ZϭϬ�ϬϬϬ 
EƵŵďĞƌ�ŽĨ�ĚĂǇƐ�ůĂƚĞ�ϭϰ 
/ŶƚĞƌĞƐƚ��ĂůĐƵůĂƟŽŶ�;ϭϬ͘Ϭй�ǆ�;ϭϰͬϯϲϱͿͿ�с�Zϯϴ͘ϯϳ 
dŽƚĂů��ĂƌŐŽ��ƵĞƐ�WĂǇĂďůĞ�ZϭϬ�Ϭϯϴ͘ϯϳ 
 

dŚĞ�ĮƌƐƚ�ƉƵďůŝĐ�ŚŽůŝĚĂǇ�ĂŶĚ�ĮƌƐƚ�ǁĞĞŬĞŶĚ�ǁŝůů�ďĞ�ĞǆĐůƵĚĞĚ�ŝĨ�ŝƚ�ĨĂůůƐ�ǁŝƚŚŝŶ�ƚŚĞ�ŶƵŵďĞƌ�ŽĨ�
ĚĂǇƐ�ƚŚĂƚ�ƚŚĞ�KƌĚĞƌ�ŚĂƐ�ďĞĞŶ�ƐƵďŵŝƩĞĚ�ůĂƚĞ�ĨŽƌ�ƉƵƌƉŽƐĞƐ�ŽĨ�ŝŶƚĞƌĞƐƚ�ĐĂůĐƵůĂƟŽŶ͘ 



7DULII�%RRN�$SULO�����—0DUFK������ ��
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ϯ͘Ϯ�EŽŶ-ƐƵďŵŝƐƐŝŽŶ�ŽĨ��ĂƌŐŽ��ƵĞƐ�KƌĚĞƌƐ 
 

dŚĞ��ƵƚŚŽƌŝƚǇ�ǁŝůů� ĂƉƉůǇ� ĂŶ� ŝŶĐƌĞŵĞŶƚĂů� ůĂƚĞ�ŽƌĚĞƌ� ĨĞĞ�ďĂƐĞĚ�ŽŶ� ƚŚĞ� ĐĂƌŐŽ�ĚƵĞƐ�ƉĂǇĂďůĞ�
ĂŶĚ�ĚĞƉĞŶĚĞŶƚ�ŽŶ�ŚŽǁ�ůĂƚĞ�ĚŽĐƵŵĞŶƚĂƟŽŶ�ŝƐ�ƐƵďŵŝƩĞĚ�Žƌ�ǁŚĞŶ�Ă�ŶŽŶ-ƐƵďŵŝƐƐŝŽŶ�ŝƐ�ĚŝƐͲ
ĐŽǀĞƌĞĚ�ďǇ�ƚŚĞ��ƵƚŚŽƌŝƚǇ͛Ɛ�ŝŶƚĞƌŶĂů�ǀĞƌŝĮĐĂƟŽŶ�ƉƌŽĐĞƐƐ͘�ZĞĨĞƌ�ďĞůŽǁ�ĨŽƌ�ůĂƚĞ�ŽƌĚĞƌ�ĂƉƉůŝĐĂͲ
ƟŽŶ͗ 

EƵŵďĞƌ�ŽĨ�ĚĂǇƐ�ůĂƚĞ� WĞŶĂůƚǇ�ĂƉƉůŝĐĂƟŽŶ 

ϯϭ-ϲϬ�ĚĂǇƐ� 
ϲϭ-ϵϬ�ĚĂǇƐ� 
ϵϭ-ϭϮϬ�ĚĂǇƐ 
хϭϮϬ�ĚĂǇƐ�� 

;ϭϬй�sĂůƵĞ�ŽĨ��ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�Ϳ 
;ϯϬй�sĂůƵĞ�ŽĨ��ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�Ϳ 
;ϱϬй�sĂůƵĞ�ŽĨ��ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�Ϳ 

;ϭϬϬй�sĂůƵĞ�ŽĨ��ĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�Ϳ 

tŚĞƌĞ�ĂŶ�ĂŵĞŶĚŵĞŶƚ�ŽĨ�Ă�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ŝƐ�ƐƵďŵŝƩĞĚ͕�ůĂƚĞ�ŽƌĚĞƌ�ĨĞĞ�ĐŚĂƌŐĞƐ͕�ŝĨ�ĂƉƉůŝͲ
ĐĂďůĞ͕�ǁŝůů�ďĞ� ůĞǀŝĞĚ� ĨƌŽŵ�ƚŚĞ�ĚĂƚĞ�ŽĨ� ƚŚĞ�ŶĞǁ�ŽƌĚĞƌ�ŽŶ� ƚŚĞ�ƵŶĚĞƌ�ĚĞĐůĂƌĞĚ�ƋƵĂŶƚƵŵ͕� ŝŶ�
ĂĚĚŝƟŽŶ�ƚŽ�ƚŚĞ�ĂŵĞŶĚŵĞŶƚ�ĨĞĞ�ŽĨ�Zϯϰϲ͘ϵϰ�ƉĞƌ�ŽƌĚĞƌ 
 

ϯ͘ϯ�>ĂƚĞ�ĂŶĚ�ŝŶĐŽŵƉůĞƚĞ�Žƌ�ŶŽŶ-ƐƵďŵŝƐƐŝŽŶ�ŽĨ�DĂŶŝĨĞƐƚƐͬKƵƩƵƌŶ�ƌĞƉŽƌƚƐ 
 

dŚĞ�ůĂƚĞ�ŽƌĚĞƌ�ĨĞĞ�ĨŽƌ�ůĂƚĞ�ĂŶĚ�ŝŶĐŽŵƉůĞƚĞ�Žƌ�ŶŽŶ-ƐƵďŵŝƐƐŝŽŶ�ŽĨ�ŵĂŶŝĨĞƐƚƐͬŽƵƩƵƌŶƐ�ǁŝůů�ďĞ�
Zϭ�ϳϯϰ͘ϳϲ�ƉĞƌ�ŵĂŶŝĨĞƐƚͬŽƵƩƵƌŶ͘ 
 

ϯ͘ϰ�dŚĞ�ƌĞƐƉŽŶƐŝďůĞ�ƉĂƌƟĞƐ�ĨŽƌ�ƚŚĞ� ůĂƚĞ�ŽƌĚĞƌ�ĨĞĞ� ŝƐ�ƐƟƉƵůĂƚĞĚ� ŝŶ�^ĞĐƟŽŶ�ϴ͕��ĂƌŐŽ��ƵĞƐ�
KƌĚĞƌƐ�;WĂŐĞ�ϰϵͿ�ĂŶĚ�ZĞƐƉŽŶƐŝďůĞ�WĂƌƚǇ�;WĂŐĞ�ϱϮͿ͘ 

���$0(1',1*�25'(56 

ϭ͘ �ĂƌŐŽ� ĚƵĞƐ� ŽƌĚĞƌƐ� ĂŵĞŶĚĞĚ�ǁŝƚŚŝŶ� ƐĞǀĞŶ� ;ϳͿ� ĚĂǇƐ� ĨƌŽŵ� ƚŚĞ� ĚĂƚĞ� ŽĨ� ƐƵďŵŝƐƐŝŽŶ�
;ŝŶĐůƵƐŝǀĞ�ŽĨ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐͿ�ǁŝůů�ŶŽƚ�ĂƩƌĂĐƚ�ĂŶ�ĂŵĞŶĚŝŶŐ� ĨĞĞ� ĨŽƌ�ĂŶǇ�ĐŚĂŶŐĞƐ� ƚŽ�
ĐŽŶƚĂŝŶĞƌͬĞŶŐŝŶĞ�ŶƵŵďĞƌƐͬĐŽƵŶƚƌǇ�ŽĨ�ŽƌŝŐŝŶ�Žƌ�ĐŽƵŶƚƌǇ�ŽĨ�ĚĞƐƟŶĂƟŽŶͬ�ŝůů�ŽĨ�ůĂĚŝŶŐ�
Žƌ�DĂƚĞƐ� ƌĞĐĞŝƉƚͬWŽƌƚ� ŽĨ� ůŽĂĚŝŶŐ� ĂŶĚ� ĚŝƐĐŚĂƌŐĞͬdĞƌŵŝŶĂůͬ�ŽŶƚĂŝŶĞƌ� KƉĞƌĂƚŽƌ� Žƌ�
^ŚŝƉƉŝŶŐ� �ŐĞŶƚ͘� ;EŽƚĞ� ƚŚĂƚ� ƚŚĞ� ƐĂŵĞ� ŽƌĚĞƌ� ŶƵŵďĞƌ� ĂŶĚ� ŝŶǀŽŝĐĞ� ŶƵŵďĞƌ� ǁŝůů� ďĞ�
ƌĞƚĂŝŶĞĚ�ĂŶĚ�ĂŶ�ƵƉĚĂƚĞĚ�ĐŽŶĮƌŵĂƟŽŶ�ǁŝůů�ďĞ�ŝƐƐƵĞĚͿ͘ 

Ϯ͘ dŚĞ�ĮƌƐƚ�ĂŵĞŶĚŵĞŶƚ�ŵĂĚĞ�ƚŽ�Ă�ĐĂƌŐŽ�ĚƵĞƐ�ŽƌĚĞƌ�ǁŝƚŚŝŶ�ϳ�ĚĂǇƐ�ŽĨ� ŝŶŝƟĂů�ƐƵďŵŝƐͲ
ƐŝŽŶ͕� ŝŶĐůƵĚŝŶŐ�ǁĞĞŬĞŶĚƐ�ĂŶĚ�ƉƵďůŝĐ�ŚŽůŝĚĂǇƐ͕�ĂŶĚ�ǁŚŝĐŚ�ĚŽĞƐ�ŶŽƚ� ŝŵƉĂĐƚ�ŽŶ� ƚŚĞ�
ǀĂůƵĞ�ŽĨ�ƚŚĞ�ŝŶŝƟĂů�ŝŶǀŽŝĐĞ͕�ǁŝůů�ŶŽƚ�ĂƩƌĂĐƚ�ĂŶ�ĂŵĞŶĚŝŶŐͬĐĂŶĐĞůůŝŶŐ�ĨĞĞ͘ 

ϯ͘ �ŌĞƌ�ƐĞǀĞŶ�;ϳͿ�ĚĂǇƐ͕�ĂŶ�ĂŵĞŶĚŝŶŐ�ĨĞĞ�ŽĨ�Z�ϯϰϲ͘ϵϰ�ǁŝůů�ďĞ�ĐŚĂƌŐĞĚ�ƉĞƌ�ŽƌĚĞƌ͘ 

���7(50,1$/�2877851�5(3257 

KƵƩƵƌŶ� ƌĞƉŽƌƚƐ� ĂƌĞ� ƌĞƋƵŝƌĞĚ� ŽŶ� Ă� ƉĞƌ� ǀĞƐƐĞů� ďĂƐŝƐ� ĨƌŽŵ� Ăůů� ƚĞƌŵŝŶĂůƐ� Ăƚ� ƚŚĞ� ƌĞƐƉĞĐƟǀĞ�
ƉŽƌƚƐ͕�ǁŝƚŚŝŶ�ϱ�ĚĂǇƐ�ĂŌĞƌ�ƚŚĞ�ǀĞƐƐĞů�ĚĞƉĂƌƚƵƌĞ͘ 

7DULII�%RRN�$SULO������-�0DUFK�����     �� 
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����3257�5(9(18(�2)),&(6 

dŚĞ��ƵƚŚŽƌŝƚǇ͛Ɛ�WŽƌƚ�ZĞǀĞŶƵĞ�KĸĐĞ�Ăƚ�ƚŚĞ�ǀĂƌŝŽƵƐ�ƉŽƌƚƐ͕�ĂƌĞ�ůŽĐĂƚĞĚ�ĂƐ�ĨŽůůŽǁƐ͗ 

WŽƌƚ� ŽĨ� WŽƌƚ� �ůŝǌĂďĞƚŚͬ
EŐƋƵƌĂ 
 
'ƌŽƵŶĚ�&ůŽŽƌ 
�ƵƐƚŽŵĞƌ�^ĞƌǀŝĐĞ��ĞŶƚƌĞ 
WŽƌƚ��ĚŵŝŶ���ƵŝůĚŝŶŐ 
WŽƌƚ�ŽĨ�WŽƌƚ��ůŝǌĂďĞƚŚ 
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ANNEX KK 

Certificate of Attendance of RFP Briefing 

It is hereby certified that – 

1. ___________________________________ 

2. ___________________________________ 

3. ___________________________________ 

4. ___________________________________ 

 

Representative(s) of _______________________________________ [name of entity] 

attended the RFP briefing session in respect of the proposed development of a LNG Terminal in 

the Port of Richards Bay.  

 

 

__________________________ 

Name: 

Entity Details: _________________________ 

  _________________________ 

  _________________________  

 

 

 



 
 

Annex NN – Letter of Support Template from Lender 

 

Dear Sirs, 

Transnet National Port Authority – Port Elizabeth– tender for 25 (twenty – five) year 

concession for a Multi-Purpose Terminal in the Port of Port Elizabeth (the Project)  

We, [Lender] ("abbreviated Tier 1 Lender name"), are delighted to provide this letter of support to 

[Bidder name] ("[abbreviated Bidder name]") in our role as External Debt provider to [name of 

project vehicle] in respect of its Bid Response to the Request for Qualification and Proposals for 

[xxx]  (Tender no:) (“the RFP”). 

This letter details the work we have undertaken in our role as External Lender to confirm our support 

to [abbreviated Bidder name] in the Bid Response to the RFP. 

For purposes of this letter, the capitalised terms shall have the meanings assigned in the RFP, unless 

the context requires otherwise. 

In support of the Bid Response from [abbreviated Bidder name] we confirm that, except as 

specifically stated in this letter, we have completed sufficient due diligence to enable us to issue this 

letter of support. We are not aware of any material issues that may impact on the proposed External 

Debt or the achievement of Financial Close other than those indicated below.   

[insert material issues (if any)] 

Specifically, we have received and reviewed the following information: 

1. The RFP and the Terminal Operator Agreement ; 

2. The Base Case  Financial Model(s) based on our offered terms and required sensitivities 

[insert name of Financial Model]; 

3. A model audit review opinion for the Financial Model(s) submitted in the Bid Response dated 

[insert date of model audit opinion letter], prepared by and signed off by [the Bidder's 

model auditor].  We confirm that any issues raised from the model audit opinion letter have 

been discussed with [insert bidder name] and confirm that, to our knowledge, there are no 

material issues that may impact on the Project or achievement of Financial Close and 

confirms in particular that the tariff formula is correctly reflected ;  and 



 
 

4. The Business Plan 

Timetable 

We are of the opinion that the proposed transaction is deliverable as currently structured 

and within the proposed timetable to Financial Close.  The Project has preliminary credit 

committee approval.  Obtaining final credit approval is not expected to impede the proposed 

timetable.  Our analysis to date confirms that the Project lies within our expected risk and 

return profile.   

Legal 

In providing this letter of support we confirm that we have reviewed the RFP and the 

Terminal Operator Agreement.  

Following this review we confirm acceptance of the commercial terms and risk profile 

presented in the Terminal Operator Agreement.  

Technical 

We have reviewed the technical and commercial details of this Bid Response and confirm 

that there are no material issues in relation to the technical and commercial aspects of the 

Bid Response that may impact on the achievement of Financial Close.   

Financial 

In providing this letter of support we confirm that, we have reviewed the Financial Model to 

be submitted with the Bid Response and have performed all required sensitivities and are 

satisfied that Financial Close is achievable within the timeframes indicated by the Bidder in 

its Bid Response. 

We confirm that the Banking Case Financial Model accurately reflects the relevant terms in 

the term sheet. 

Terms 

[Attach term sheet] 

We confirm our commitment to keeping the terms attached in the term sheet, subject to 

material changes to the Bid Responses resulting from conducting further due diligence as 

identified in paragraph 6 below.  



 
 

Other conditions 

[Please identify other conditions if any, with regards to the Project generally, as well as Bidder 

specific issues.] 
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Port Tariff Methodology for Tariff Years 2021/22 – 2023/24 

1. Introduction 

In 2007, the Ports Regulator of South Africa (‘the Regulator’) was established through the promulgation 
of the National Ports Act, Act 12 of 2005 (‘the Act’) as ‘an independent ports regulatory body1’, with a 
mandate to “exercise economic regulation of the ports system in line with government’s objective2”. The 
Act also sets out the functions of the National Ports Authority (‘the NPA / the Authority’) as the landlord 
of South Africa’s (SA) ports and requires that “the NPA must, with the approval of the Ports Regulator, 
determine tariffs for services and facilities offered by the Authority and annually publish a tariff book 
containing those tariffs3”. 

Subsequently, the Directives to the Act (as approved on 13 July 2009, gazetted on 06 August 2009 and 
amended on 29 January 2010) requires that when considering the proposed tariffs the Regulator must 
give due consideration to whether it is desirable that the tariffs which it approves enables the NPA to: 

• Recover its investment in owning, managing, controlling and administering ports and its 
investment in port services and facilities; 

• Recover its costs in maintaining, operating, managing, controlling and administering ports and its 
costs in providing port services and facilities; and  

• Make a profit commensurate with the risk of owning, managing, controlling and administering 
ports and of providing port services and facilities4 if prudent. 

This mandate, coupled with the history of both SA and the NPA, required regulatory intervention as 
well as various tools and mechanisms to ensure the ports system of SA is fair, transparent, and 
competitive. 

In line with the functions of NPA, as defined in Section 11 of the Act, the revenue generated from NPA’s 
services is utilised inter alia to:  

• Provide and arrange for road and rail access within ports;  

• Regulate and control port access (navigation within port limits; enhancement of safety and 
security);  

• Provide and arrange for tugs, pilot boats, and other services and facilities for the navigation and 
berthing of vessels in the ports; and 

• Provide, control and maintain vessel traffic services. 

The Regulator’s approval is required for the tariffs charged for services and facilities offered by the NPA 
in accordance with the National Ports Act, 12 of 2005 (the Act). 

  

 

i. 1 Section 29 of the National Ports Act 

2 Section 30(1)(a) of the National Ports Act 
3 Section 72(1)(a) of the National Ports Act 
4 Directive 23(2) 
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In terms of Section 72(1) of the Act, and Chapter 7 of the Directives of 2009 promulgated in terms of 
Section 30(3) of the Act as amended in 2010, the NPA must submit to the Regulator an application 
regarding the tariffs it proposes to charge for the services and facilities that it offers. The Regulator’s 
approval of such tariffs is subsequently required and therefore takes into consideration the Application, 
all subsequent submissions, written and oral comments received during the consultation process, 
including the responses thereto, as well as conducts its own research prior to publishing a Record of 
Decision (ROD). 

Since the commencement of economic regulation with the 2009/10 ROD, the Regulator has issued, on 
an annual basis, a ROD for each application year in which an assessment of the NPA’s compliance with 
the Regulatory Framework has been made. All RODs have contained an outline of corrective action 
required.  

Furthermore, the Regulator has formulated a long term Tariff Strategy (the ‘Strategy’) which is based 
on a ‘use and benefit’ approach to cost allocation. The Strategy (updated in 2019/20) depends on the 
adapted Revenue Requirement (RR) approach to allocate costs to specific user groups. Tariffs from 
2017/18 onwards were adjusted in accordance with the consulted and adopted Tariff Strategy. The Act, 
its Regulations, and the Directives constitute the South African Ports’ Economic Regulatory Framework 
which, amongst other instruments, allows for a transparent tariff setting process.  

Reference: https://www.portsregulator.org/about/legislation-regulations-and-policies 

Reference: https://www.portsregulator.org/images/documents/PRSA-Tariff-Strategy-2015-2016.pdf 
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2. The Tariff Methodology 

2.1. Background 

Significant strides have been made since the first Regulatory decision in 2009/10 and the 
development of the first multi-year tariff methodology in 2015/16 and again in 2018/19 further 
contributed to increased regulatory certainty. Whilst retaining the fundamental elements of earlier 
determinations, the most recent Tariff Methodology was multi-year in its approach, applicable to 
the 2018/19-2020/21 tariff years, and resulted in increased levels of transparency and consistency 
in the tariff setting process. The Methodology has allowed a significant smoothing of the 
Authority’s return and at the same time, it has allowed the Regulator to establish a lower tariff 
trajectory whilst still ensuring the profitability of the NPA, as can be seen in Figure 1: Tariffs vs 
Inflation below. 

This Tariff Methodology, applicable to the 2021/22 – 2023/24 tariff years, seeks to continue and 
strengthen the transparency and effectiveness of the regulatory tariff setting process whilst 
expanding its scope and providing greater focus on the embedded incentives inherent to the Tariff 
Strategy published in July 2015 and updated in 2019. In addition, this Tariff Methodology serves to 
provide some guidance as to the regulatory approach prior to, during and after the transition of 
the NPA as a corporate entity in terms of the National Ports Act. 

Figure 1: Tariffs vs Inflation 

 

2.2. In Context 

The “multi-year” tariff methodology (the ‘Methodology’) in the current instance refers to the 
determination of tariffs over the period 2021/22 – 2023/24 based on a single methodology.  

The Authority’s multi-year tariff application contains different calculations for each tariff year in 
the tariff period, consisting of forecasts and calculations of each of the components of the Required 
Revenue (RR) approach. Annual adjustments to the values of the components will be taken into 
account through a claw-back (or give-back) mechanism. 

The NPA publishes a revised tariff book of all prices reflecting the decisions of the Regulator as set 
out in the Record of Decision (ROD), for the first year of each rolling multi-year period. In addition, 
the NPA is required to submit, as part of the application, any proposed changes to the existing tariff 
book that will reflect increases (or decreases) different from the average tariff increase applied for.  
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3. Port Tariff Methodology 

3.1. Methodology Period 

This Tariff Methodology is applicable for tariffs within the period 2021/22, 2022/23, and 2023/24. 

The Regulator has previously allowed for an annual review and an annual adjustment of tariffs 
within a three-year period as opposed to fixing the prices for the period as a whole; this is intended 
to protect users from possible large step changes in the tariff. In addition, unlike other regulated 
industries such as electricity or oil and gas pipelines, there are large variations in the users and 
usage of port infrastructure and services. Therefore, an annual review allows a more efficient and 
appropriate allocation / distribution of prices attributable directly to particular port users in the 
short term as opposed to adjustments only after three years.  

Provision for an annual review and adjustment of tariffs within a three-year period is contained 
within the Methodology, and the NPA is required to apply for a fixed tariff adjustment for each year 
under review as well as to provide indicative tariffs for the two outlying years. This in turn allows 
the Regulator, and port users, to take a medium term view of the operational expenses, volume 
forecasts, and tariff trajectories, whilst at the same time provides the Regulator the flexibility to 
adjust, in the short term, for economic or other external impacts. 

This Methodology will therefore apply until the end of 2023/24 tariff year, and incorporates  future 
changes being introduced by Government; this includes a change in the corporate structure of the 
NPA in line with the National Ports Act, as well as the establishment of the Transport Economic 
Regulator. As such, the Regulator may, from time to time, make corrections or changes to the 
Methodology as required. 

4. The Elements  

4.1. Rate of Return Regulation - Revenue Required (RR) Methodology/Revenue Cap 

The Rate of Return regulation methodology is often used to determine fair and reasonable prices 
for all parties. The prices are considered reasonable as they provide a regulated company the 
opportunity to recover its costs, as well as to earn a fair return on the capital employed. 
Simultaneously, the method protects customers from paying excessive monopolistic prices, with 
the argument being that monopolistic firms should be required to charge the price that would 
prevail in a competitive market.  

The Revenue Required5 methodology as adopted by the Ports Regulator embraces the Rate of 
Return principle as in the determination (and capping) of the overall revenue requirement of the 
regulated entity for a year, it enables the firm to make a reasonable return on their assets after 
covering all operating costs, depreciation and taxes. This approach further satisfies the 
requirements of the Directives to the Act, as set out in section 1.  

 

5 The inclusion of a claw back mechanism results in a Required Revenue approach which closely 
reflects a Revenue Cap approach. For purposes of consistency in terminology we continue to use the 
term Revenue Requirement (RR).  
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An assessment of the various components of the RR formula is required in order to determine a 
feasible outcome. In regulatory practice, tariffs for far-lying future years are based on forecasts of 
various considerations. As a general rule, the longer the forecast period is, the less accurate the 
forecasts towards the end of the period is likely to be. In time, forecasts can be replaced with actual 
data for the forecasted variables and when sufficient actual data is available for a tariff year, the 
tariff is recalculated. Claw-backs or give backs are then calculated to offset any differences. This 
calculation and subsequent claw-back will be completed during each year of a multi-year tariff 
decision, as has been the practice of the Regulator. As actual data for tariff year one will only be 
available in tariff year two, the applicable claw back or giveback, if any, will only be fully 
implemented in tariff year three.  

Actual volumes will replace estimates for the calculation of claw backs or give backs. The use of a 
three-year period in the current Methodology includes a mid-period adjustment, that should, in 
theory, reduce the volatility over the period as a result of the claw-back. 

The Regulator will apply the adapted Revenue Required approach  for the 2021/22 – 2023/24 
financial years, and the formula is as follows: 

𝑅𝑒𝑣𝑒𝑛𝑢𝑒	𝑅𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡
= 𝑅𝑒𝑔𝑢𝑙𝑎𝑡𝑜𝑟𝑦	𝐴𝑠𝑠𝑒𝑡	𝐵𝑎𝑠𝑒	(𝑅𝐴𝐵)
×𝑊𝑒𝑖𝑔ℎ𝑡𝑒𝑑	𝐴𝑣𝑒𝑟𝑎𝑔𝑒	𝐶𝑜𝑠𝑡	𝑜𝑓	𝐶𝑎𝑝𝑖𝑡𝑎𝑙	(𝑊𝐴𝐶𝐶) + 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔	𝐶𝑜𝑠𝑡𝑠
+ 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 + 𝑇𝑎𝑥𝑎𝑡𝑖𝑜𝑛	𝐸𝑥𝑝𝑒𝑛𝑠𝑒 ± 𝐶𝑙𝑎𝑤𝑏𝑎𝑐𝑘
± 𝐸𝑥𝑐𝑒𝑠𝑠𝑖𝑣𝑒	𝑇𝑎𝑟𝑖𝑓𝑓	𝐼𝑛𝑐𝑟𝑒𝑎𝑠𝑒	𝑀𝑎𝑟𝑔𝑖𝑛	𝐶𝑟𝑒𝑑𝑖𝑡	(𝐸𝑇𝐼𝑀𝐶) 	
±𝑊𝑒𝑖𝑔ℎ𝑡𝑒𝑑	𝐸𝑓𝑓𝑖𝑒𝑐𝑖𝑒𝑛𝑐𝑦	𝐺𝑎𝑖𝑛𝑠	𝑓𝑟𝑜𝑚	𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛𝑠	(𝑊𝐸𝐺𝑂)	 

The above formula reflects a standard building block approach to setting the revenue requirement 
of a regulated service provider and has been used by the Regulator in a similar manner in previous 
tariff determinations. This approach accords with the rate-of-return revenue requirement 
calculations by Regulators in SA as well as internationally (as modified in the ports regulatory 
practice over time) and has been used as the basis for assessments by the Regulator in preceding 
tariff periods. 

The Methodology requires that the NPA estimate its operating costs, depreciation, taxation 
expenses, and return on capital; a product of the Weighted Average Cost of Capital (WACC) as well 
as the value of assets in the RAB for the period under review. In addition, the Methodology contains 
a claw-back mechanism (that corrects for over or under recoveries in previous tariff periods) and 
an Excessive Tariff Increase Margin Credit (ETIMC) facility. The ETIMC allows for large increases in 
required revenue and/or tariffs that may arise from volume volatility or substantial capital 
expenditure programmes in future years to be partly offset by moderately higher tariff increases in 
the short-term. 

Whilst the Methodology as set out below contains an efficiency variable (the Weighted Efficiency 
Gains from Operations) and will continue to incentivise operational efficiencies, the Regulator still 
retains the right to include, at any time during this methodology period, positive incentives in 
support of any national objectives or positive operational or financial outcomes in the Records of 
Decision.  
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The exposition of the Revenue Requirement approach is: 

RR	=	(v	–	d	+	w)	r	+	D	+	E	+	T	±	C	±	ETIMC	±	WEGO		

Where:	

RR		 	 =	 Revenue	Requirement	
v		 	 =	 Value	of	the	assets	used	in	the	regulated	services	
d	 	 =	 Accumulated	depreciation	on	such	assets	
w		 	 =	 Working	Capital	
r		 	 =	 Regulated	Return	on	Capital		
D		 	 =	 Depreciation	on	the	RAB	accounted	for	in	the	tariff	period	
E		 	 =	 Operating	Expenditure	(OPEX)	
T		 	 =	 Taxation	expense	
C		 	 =	 Claw-back	
ETIMC	 	 =	 Excessive	Tariff	Increase	Margin	Credit	
WEGO	 	 =	 Weighted	Efficiency	Gains	from	Operations	
(v	–	d	+	w)		 =	 Regulated	Asset	Base	(RAB)	
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4.2. Regulatory Asset Base (RAB) 

The RAB represents the value of those assets the NPA is allowed to earn a return on. As the return 
earned on these assets is expressed in real terms, the value of total assets in the RAB is indexed to 
inflation each year using the Trended Original Cost (“TOC”) approach6. Each year, estimated capital 
expenditure (CAPEX) and depreciation is added to the closing balance for the previous year to arrive 
at an updated closing balance for the current year. The expected working capital balance is added 
to arrive at a total RAB estimate, which is averaged over the year to account for the progressive 
spending of capital works in progress (CWIP) over the period. 

4.2.1. Calculation and Adjustment of the RAB  

The Regulator concluded that the appropriate (minimum) criteria elements, as determined by the 
Regulator for the purpose of setting an appropriate RAB and asset valuation system must: 

• be based on a principled and sound rationale; 
• produce a reasonable asset value for existing assets; 
• result in an acceptable price-path; 
• ensure financial capital maintenance; 
• encourage efficiency and caution with respect to new investment decisions on the part 

of the NPA;  
• be reconcilable back to the NPA asset register, at least at a particular point in time; and 
• minimise regulatory information asymmetry problems. 

The Regulator concluded that the TOC approach (satisfying the principle of Financial Capital 
Maintenance) based on the capitalisation dates and values in the NPA asset register best meets the 
criteria, however, some concerns related to the older assets capitalised before 1990 were raised. 
Therefore, assets with capitalisation dates prior to 1990 will be treated on a historical cost (HC) 
basis. The underlying assumption is that assets in existence at 1990 have now been in existence for 
a long period of time and, for most of that time, have been depreciated on a trajectory following 
this method. The Regulator will therefore treat these assets with the HC method, while treating 
any assets created from 1990 onwards on the basis of the TOC approach. 

The following is the approach to be implemented: 

i. TOC values provide a viable approach to setting the value of the RAB and will be applied to 
newer (post 1990) assets. 

ii. The Regulator will differentiate between assets in existence in 1990 and those with 
capitalisation dates after 1990 and will treat the older (pre-1990) assets on a HC valuation 
basis. 

iii. On application by the NPA as part of its annual Tariff Application, the Regulator may, in 
considering the revenue impact of the implementation of the methodology decide to 
accelerate the depreciation period of the pre-1990 assets in order to smooth out the revenue 
impact thereof.  

 

6 This excludes the pre-1990 assets, on which a Historical Cost approach to depreciation and a nominal 
WACC will apply. 
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iv. If during the period of this Tariff Methodology, the National Ports Authority is corporatised 
from a division of Transnet, into a subsidiary or stand-alone SOC with borrowing powers, the 
Regulator will, in order to ensure good credit ratings of the NPA , consider applying the TOC 
to both pre-1990 assets as well as post 1990 assets (as a deviation) until credit metrics like 
cash-interest cover (not applicable to a non-borrowing division) have been proven to be 
within sustainable limits.  

v. The Board/governing body of the NPA must write a motivation to the Regulator at least three 
months prior to the tariff  application submission requesting a deviation on the RAB 
calculation, filing its Memorandum of Incorporation with the Regulator and providing all its 
credit metric calculations, or alternatively or citing significant progress on corporatisation, if 
any. On subsequent approval by the Ports Regulator, the NPA may make its tariff application 
on a RAB valuation calculation based on the decision of the Regulator. The NPA deviation 
letter as well as the Regulator’s ROD on the RAB valuation calculation will be published.  

vi. See section 9 for more details on the implications and requirements with respect to 
corporatisation.  

4.2.2. Rules for Inclusion in the Regulatory Asset Base (RAB) 

The RAB covers all assets employed/owned by the NPA in the provision and supply of port capacity 
and services. The following are the conditions that must be met in order to include an asset in the 
RAB. The following rules set out the criteria for inclusion and valuation of assets and treatment of 
maintenance on the RAB: 

Prudency tests are applicable to new and used assets for inclusion in the RAB. 

The amount by which the capital base may be increased in any specific year is the amount of the 
actual project capital expenditure incurred in that specific year provided that:  

i. The amount does not exceed the amount that would be invested by a prudent landlord port 
owner acting efficiently in accordance with good industry practice to achieve the lowest 
sustainable cost of delivering the required services; and  

ii. At least one of the following conditions is satisfied: 

a. The anticipated incremental revenue (subjected to the claw back mechanism in outer 
years if found to not be true) generated by the capital expenditure exceeds the 
investment cost;  

b. The NPA can satisfy the Regulator that the new capital expenditure has system wide 
benefits that, in the Regulator’s opinion, justify its inclusion in the capital base; or  

c. The new capital expenditure is necessary to maintain physical safety and functional 
integrity of National Ports Authority infrastructure, installations and marine services 
equipment in the port system.  

iii. The fixed asset is long-term in nature and is operationally used and useable;  

iv. Fixed and other assets that are not in an operationally used and useable (useful) form will not 
be included in the RAB;  

v. The asset is used and useable and should be in a condition that makes it possible to supply 
demand for port services in the short to medium-term (within 12-36 months). 
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Additional conditions regarding assets include: 

- New assets will be included in the RAB and subjected to the TOC methodology as set out if the 
expected life of the asset exceeds five years.  

- Inclusion in the RAB of land outside of port limits for strategic purposes, will be assessed on a 
case by case basis. 

- If the asset’s lifespan is five or less years (i.e. depreciation periods of five years or less at the 
acquisition of said assets) it will attract straight line depreciation to be included in the tariff 
calculation. Maintenance on these “short term assets” may have maintenance costs included if 
used beyond full depreciation. 

- The NPA shall, with each tariff application, provide a list of temporary and long term unused 
assets (i.e. all assets not used operationally). This list will be published.  

- All capital expenditure must be approved by formal PCC and NPCC resolutions and communicated 
to the Regulator. 

- All capital expenditure must be submitted to the Regulator as part of the annual Tariff 
Applications for consideration by the Regulator on 01 August. 

- All capital expenditure forming part of the annual tariff application to the Regulator must be 
accompanied by an approval letter signed by the Chairperson of the relevant Board/Governing 
body of the Authority, outlining capital expenditure approved in each port and all other business 
units of the Authority. 

4.2.3. Calculation of the RAB 

The RAB value for the period under review is be determined using the following formulas: 

𝑹𝑨𝑩𝒚 =
𝟏
𝟐
y𝑹𝑨𝑩𝒄,𝒚 + 𝑹𝑨𝑩𝒐,𝒚z + 𝒘𝒚																																																											

	𝑹𝑨𝑩𝒄,𝒚 		= 	𝑹𝑨𝑩𝒐.𝒚(𝟏 + 𝑪𝑷𝑰𝒀) + 𝑪𝑾𝑰𝑷𝒀. (𝟏 + 𝑪𝑷𝑰𝒚)/2 − 𝑫𝒚																																						
Where:	

RABy		 	 =	 value	of	the	RAB	used	to	determine	the	returns	for	period	y	
𝑅𝐴𝐵),*	 	 =	 opening	value	of	RAB	for	the	period	y	
𝑅𝐴𝐵+,*	 	 =	 closing	value	of	RAB	for	the	period	y	
𝑤*	 	 =	 forecast	average	net	working	capital	over	period	y	
𝐶𝑊𝐼𝑃,	 	 =	 value	of	expected	capital	investment	over	period	y	
𝐷*	 	 =	 depreciation	allowance	for	assets	over	review	period	y	
𝐶𝑃𝐼,	 	 =	 annual	rate	of	Headline	CPI	expected	over	period	y	

 

i. Working capital will be included in the RAB for the purposes of calculating the return as per the 
Tariff Methodology. 

ii. The return on capital will be based on the TOC value of the assets for assets with capitalisation 
dates post 1990, and HC value for assets predating 1990, to ensure financial capital 
maintenance.  

iii. A real return will be applied in the case of assets that is valued on a TOC basis and a nominal 
return will be applied to the HC asset values in the RAB. 
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iv. The net TOC value is determined by calculating the accumulated and annual depreciation on a 
straight line basis over the elapsed life for those assets that are depreciated (with appropriate 
adjustments for refurbishments etc.). 

v. The historic asset base as at 31 March 1990 will be used as an opening asset base (This asset 
base will be used as a basis to determine the current trended net value of NPA’s assets).  

vi. Concession funded assets and prepayments (e.g. concessions that resulted in assets 
transferring back to the NPA) will be recorded on the regulatory asset base at R1 (One Rand). 

4.2.4. RAB Depreciation 

The fundamental contextual decision for the Regulator in determining the appropriate application 
of depreciation centres around the aim of regulation, specifically the intention to satisfy the 
principle of financial capital maintenance. Currently, to fully take into account capital expenditure 
and inflation, the following formula is used in the calculation of depreciation: 

𝐷*	=	(RAB(o,y)	+	(RAB(o,y).CPI(y))+(Capex(y)/2.CPI(y)))/RUL	
Where:	

RABy		 	 =	 value	of	the	RAB	used	to	determine	the	returns	for	period	y	
𝑅𝐴𝐵),*	 	 =	 opening	value	of	RAB	for	the	period	y	
𝑅𝐴𝐵+,*	 	 =	 closing	value	of	RAB	for	the	period	y	
𝐷*	 	 =	 depreciation	allowance	for	assets	over	review	period	y	
𝐶𝑃𝐼,	 	 =	 annual	rate	of	Headline	CPI	expected	over	period	y	
𝑅𝑈𝐿																							 = 												𝑅𝑒𝑚𝑎𝑖𝑛𝑖𝑛𝑔	𝑢𝑠𝑒𝑓𝑢𝑙	𝑙𝑖𝑓𝑒	𝑖𝑛	𝑦𝑒𝑎𝑟𝑠	

It must be noted that the Tariff Methodology includes the use of asset specific depreciation rates 
as opposed to an average asset life. The treatment of those assets that have exceeded their 
expected lifespan and/or depreciation periods are dealt with in Annexure C.  

Depreciation will only be allowed in the calculation of the tariff upon commissioning, and as such 
will require an annual re-investment of the return on equity proportional to the depreciation 
calculated for non-completed investment projects and will therefore result in an adjusted 
depreciation based on the RUL at the date of commissioning. Efficient implementation and 
management of capital projects, timely completion of infrastructure construction, and on-schedule 
acquisition of capital equipment is thereby incentivised.  

The following provisions apply: 

i. The depreciation should be calculated on the historical cost of an asset (this is independent of 
the amortization of the trended portion) and be based on the remaining useful life of each 
asset; See Annexure B; 

ii. The total accumulated depreciation and accumulated amortisation is deducted from the TOC 
cost of the RAB to obtain the RAB on which the return is calculated. See Annexure B; 

iii. Mothballed and/or impaired assets will not earn a return although the maintenance of 
mothballed assets with a definite plan for future use, will be allowed in the OPEX; 

iv. Similarly, the maintenance on assets still in use, but fully depreciated, will be allowed in the 
OPEX; and 
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v. A complete list of assets in this category must be compiled and updated on an annual basis by 
the NPA. The required information must be supplied to the Regulator. 

 

4.2.5. Maintenance 

i. Maintenance to be treated as operational expenditure (i.e. not capitalised and included in the 
RAB) for purposes of tariff calculation and will be defined as: “work undertaken within the port 
system with the intention of:  

a. re - instating the physical condition of an asset to its original specified/design standard 
(e.g. dredging to the specified/design depth); 

b. preventing pre-mature deterioration or failure in order to ensure functionality for the 
duration of the asset’s designed useful life;  

c. restoring correct operation within specified parameters; 

d. replacing components of assets at the end of their useful/economic life with modern 
engineering equivalents; 

e. making temporary repairs or servicing for immediate health, safety and security reasons; 
and/or 

f. assessing assets for maintenance requirements (e.g. to obtain accurate and objective 
knowledge of physical and operating condition, including risk and financial impact, for the 
purpose of maintenance). 

ii. Expenditure on assets or projects that may be included in the RAB as capital expenditure when 
it results in the following: 

a. an increase in the asset’s useful function or service capacity (e.g. dredging to a greater 
than specified depth); 

b.  an extension of the useful life of an asset; 

c.  an improvement to the quality of the service(s) delivered through utilisation of the asset, 
or resolving the unintended consequences of a poor engineering design (e.g. the 
installation of a mooring system in Ngqura); 

d.  a reduction in future operating costs; and/or 

e.  the upgrade or enhancement becoming an integral part of the asset.  

iii. Maintenance dredging must be subjected to the criteria above. 

Annexure C summarises the treatment of different assets descriptions in the RAB. 

4.3. Inflation Trending 

The inflation rate for calculating the trend in the value of assets between rebasing periods will be 
the Headline Consumer Price Index (CPI) forecast in each financial year during the tariff period. The 
same inflation rate is used in the calculation of the Weighted Average Cost of Capital (WACC).  

Due to the Regulator finalising a RoD by 01 December, it will utilise a final National Treasury 
published CPI forecast from the National Treasury’s October/November  Medium Term Budget 
Policy Statement (MTBPS) and if it deems necessary, also estimates published by the South African 
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Reserve Bank, the Bureau of Economic Standards, other institutions, and its own economic 
forecasts in its assessment of future price changes. 

 

4.4. Capital Works in Progress (CWIP) 

CAPEX implementation since the publication of the last multi-year Tariff Methodology has been 
dismal. Therefore the Regulator will require the following from the NPA with every tariff 
application: 

i. CWIP projections for the tariff period detailed as follows: 

a. per asset class; 

b. per service; 

c. per project; and 

d. monthly planned expenditure schedules. 

These projections are to serve as motivation for the inclusion of the CWIP in the RAB. All CAPEX 
which has been approved and not fully implemented shall be taken into account as part of the claw-
back process and the RAB, and its return shall be then adjusted accordingly. In addition, no 
depreciation allowance will be included until commissioning of the relevant asset. The Authority 
shall officially inform the Regulator of the commissioning of each asset in writing in each year as 
part of its Tariff Application supplying the date of commissioning, final expenditure value, and any 
other information the Regulator deems necessary. 

The Regulator has in the past relied on the PCCs to “in principle” approve or support the NPA’s 
CAPEX requirements, however, the NPA’s ability to implement projects, recent CAPEX 
implementation record, as well as the relevance and appropriateness of the CAPEX plan will be 
taken into consideration in future. In addition, each project in the application7 must contain the 
underlying motivation (business case) for all CAPEX projects, including volume projections etc. (See 
Annexure A) . Whilst the NPA will be allowed to approach the Regulator to amend the RAB within 
the cycle, any amendments will require the same rigorous probity assessment. This is particularly 
important in the early stages of the implementation of the Methodology during the ramp up in 
terms of business case submissions.  

As such, the assessment of determining the final closing balance at the end of the CAPEX period 
will require an assessment of actual achievement of the approved CAPEX plan. This will require an 
assessment of the various construction elements including disbursements, actual outputs, and 
cumulative project specific Engineer’s payment certificates and completion certificates.  

  

 

7 In excess of R10 million 
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4.5. Working Capital 

The regulatory purpose of the RR approach is to determine the revenue required by the NPA to 
recover its costs and an appropriate return. This must include the concept of the time value of 
money as the time at which a particular cost is incurred may not necessarily be matched with the 
associated tariff. Therefore, capital is required to cover the time delay, however there is a cost 
associated with the additional capital requirement. In order to correct for the inherent assumption 
in the RR approach (that expenses and revenues occur at the same point in time), an allowance for 
the time difference is included. 

The estimate of working capital included to adjust for the cash requirements related to CAPEX 
requirements, equates to the actual net working capital as per the latest available NPA annual 
financial statements (not the change in working capital), consisting of accounts receivable plus 
inventory less accounts payable (i.e. operating cash is excluded), adjusted by forecast volume 
growth and CPI inflation for the following year. In addition, CWIP payables, which are estimated at 
1/12th of the CAPEX projected for that year is included. This is adjusted for the previous year’s 
proportion of under-expenditure on the capex programme. Volume and CPI forecasts used in the 
calculation of outer years’ working capital will be updated as and when these numbers become 
available as part of the claw-back mechanism. 

4.6. Weighted Average Cost of Capital (WACC) - Vanilla WACC 

In general, the WACC represents the risk adjusted opportunity costs of capital, and is the minimum 
return for an investment in order to continue to attract capital, given the risks.  

A real WACC8 (the cost of equity and the cost of debt) will be applied and expressed in Vanilla terms 
(i.e. post-tax cost of equity and pre-tax cost of debt) to the post-1990 assets and a nominal WACC 
will be applied to pre-1990 assets.  Accordingly, a separate allowance for the tax expense in the RR 
formula is required.  

𝑾𝑨𝑪𝑪𝒗𝒂𝒏𝒊𝒍𝒍𝒂 = 𝒌𝒅. 𝒈 + 𝒌𝒆(𝟏 − 𝒈)                                                          
Where:	

𝑘4 	 =	 pre-tax	cost	of	debt	
𝑘5	 =	 post	tax	cost	of	equity	
𝑔	 	 =	 gearing,	which	is	debt	over	total	capital	

  

 

8 Adjusting for inflation will use Fisher’s Equation: (1+nominal	WACC)	=	(1+real	WACC)*(1+cpi)	
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4.7. Cost of Equity (𝒌𝒆)  

The post-tax Cost of Equity is calculated with reference to the Capital Asset Pricing Model (CAPM), 
which is expressed as: 

𝒌𝒆 =	𝒓𝒇 + 𝜷 ×𝑴𝑹𝑷	
Where:	

Rf		 =	 Real	risk	free	rate	
𝛽	 	 =	 Measure	of	NPA’s	exposure	to	market	(non-diversifiable)	risk	
MRP	 =		 The	market	risk	premium	measuring	the	premium	over	and	above	the	
risk	free	rate	that	investors	might	expect	to	earn	

The exclusion of the return on equity rate from the claw back calculation ensures that the use of a 
CAPM calculation establishes a clear and consistent determined risk premium above the RFR, 
significantly reducing the NPA’s revenue risk as well as additional tariff volatility. 

4.8. Risk Free Rate (rf) (RFR) 

In establishing a risk profile for a regulated entity like the NPA involved in the development of 
billions of Rands of infrastructure through debt, one of the main risks facing the business is that of 
the volatility of interest rates and other associated borrowing costs. In addition, over-runs, lack of 
engineering and project management skills, cost uncertainty, and regulatory risk further 
contributes to their risk profile. With regards to the latter two risks, namely cost uncertainty and 
regulatory risk, the RR methodology, as implemented by the Regulator in this instance, adequately 
covers the perceived risk. In the first instance, the granting of operational expenditure as a revenue 
item and the inclusion of a claw back, together with a transparent tariff methodology sufficiently 
compensates the NPA for the associated risk. To compensate for the interest rate risk, regulators 
are generally in agreement that longer dated government bonds should apply for two reasons, 
firstly to retain consistency in the calculations, the RFR should be set on a basis that is consistent 
with other variables in CAPM, notably the MRP. Secondly, to ensure alignment with the average 
length of remaining life of an asset in the RAB or at least the remaining debt maturity periods. 

This Methodology utilises the South African Reserve Bank’s published time series KBP2003M “Yield 
on loan stock traded on the stock exchange: Government bonds - 10 years and over” in order to 
avoid anomalies in single data series bond as an appropriate measure of the RFR, and is seen to 
adequately reflects the market’s perception of sovereign risk and inflation over the regulatory 
period. The average RFR is calculated as a monthly moving average over a five-year period. 

The Real RFR is deduced by using the Fisher Equation.  

𝟏 + 𝒊 = (𝟏 + 𝒓)(𝟏 + 𝑬(𝑰))	
Where:	

i	 	 =	 Nominal	rate	
r	 	 =	 Real	rate	
E(I)	 =	 Expected	inflation	
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4.9. Market Risk Premium (MRP) 

The MRP is in essence forward-looking and therefore cannot be observed but must rather be 
forecasted. A general consensus exists that the historical premium is, in fact, the best estimate of 
the forward looking MRP. For this purpose, the Regulator uses the latest available Dimson, Marsh 
and Staunton (DMS) estimate of the mean MRP as measured against bonds for SA to determine an 
MRP for the NPA’s cost of equity calculation. The existence of negative serial correlation in the 
returns on South African equities results in an overestimation of the MRP when using the arithmetic 
mean. In addition, the relative (and recent) changes in terms of market diversification, 
improvements in the regulatory and legal frameworks safeguarding investors points to the 
appropriate risk premium forecast to be at the lower end of the long term view.  
As such the Regulator will retain the use of the geometric mean of the DMS MRP. The calculation 
of the MRP average is done over the full period available in the DMS dataset as the cost associated 
with the larger standard error of a shorter period surpasses any advantages of using a more recent 
shorter period MRP. 

4.10. Beta (β) 

As the NPA is not a traded company, there is no published beta (β) which reflects its risk relative to 
firms listed on the market. Therefore, a β has to be set in order to reflect the risks faced by the NPA 
under the RR methodology that will ensure an appropriate return (for the risk faced). 

The inclusion of a claw-back mechanism reduces exposure to systematic risk and the existence of 
an interventionist regulatory regime ensuring future returns to a state-owned monopoly with no 
competitors to its business in SA, requires the Regulator to use a β substantially lower than that of 
large firms listed on the market such as the JSE top forty. The unique nature of the NPA as a 
regulated monopoly with an implied government guarantee, makes any comparison with other 
private sector port companies impossible as by definition, they cannot be in the same business as 
a monopoly.  

The consistent returns allowed by the Regulator and the claw back mechanism that effectively 
removes systematic risk (mainly through decreasing volumes) combined with the view that the β 
must be considered as endogenous to the methodology applied, argues for a lower beta. Due to 
the complexity of establishing the correct β, the Regulator will apply an asset beta of 0.35 over the 
period.9 10 The lower asset beta value (as opposed to the 0.5 previously applied) responds to the 
slow-down of CAPEX by the NPA over the last Tariff Methodology period relative to CAPEX applied 
for in tariff applications over the period. With a lower beta, equity returns on the RAB are reduced, 
however increased delivery of CAPEX will lead to higher values of the RAB and in turn higher 
returns. Efficient implementation and management of capital projects, re-establishment of 
engineering capacity in the NPA, timely completion of infrastructure construction, and on-schedule 
acquisition of capital equipment is thereby incentivised, and if such results are not achieved, the 
Regulator may again revise the beta downwards in future years.  The Hamada equation will be used 
to re-lever the beta to result in an equity β. 

 

9 The actual calculated beta of the NPA is closer to 0 due to the reasons set out above. 
10 This should also serve as an incentive to the NPA to increase CAPEX implementation efficiencies as increased profit can still 
be achieved through higher capex spend. 
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4.11. Gearing (g) 

The Regulator, taking into consideration previous applications, previous patterns of variation in the 
applications, various submissions, and its own analysis of the NPA’s gearing, has determined that 
an appropriate gearing for the entity (an infrastructure heavy landlord monopoly) for the period is 
(at least) 50%. Further, this reflects a median position within a sample of ports as well as adequately 
signals a required re-investment of profits into the port system whilst balancing costs with a lower 
cost of debt. 

If during the period of this Tariff Methodology, the National Ports Authority is corporatized from a 
division of Transnet, into a subsidiary or stand-alone entity with an independent Board, 
independent financial disclosure, borrowing powers, and control of its own cash flow bank account, 
the Regulator will consider using the actual gearing calculated through a due diligence process. See 
section 0 for more details on the implications and requirements with respect to corporatisation.  

4.12. Cost of Debt (kd) 

NPA’s actual, embedded (adjusted for an effective weighted) debt costs should be used to 
determine the cost of debt applied within the WACC. Until such time that the corporate structure 
of the NPA is amended, the use of the Transnet Group short term vs long term debt structure will 
be applied to determine an efficient deemed short term vs long term debt ratio for the NPA.  

The NPA is required to submit the initial calculation of the variable as well as revised average 
embedded debt costs based on the average embedded NPA allocated Transnet Group cost of debt 
on a group level, on an annual basis as part of the annual tariff application. This forecast will be 
corrected on an annual basis based on audited financial information through the claw back 
mechanism. 

If during the period of this Tariff Methodology, the National Ports Authority is corporatized from a 
division of Transnet, into a subsidiary or stand-alone entity  the Regulator will consider using the 
actual short term vs long term debt structure. The actual cost of debt of the National Ports 
Authority must be determined through a due diligence process. See section 9 for more details on 
the implications and requirements with respect to corporatisation.  
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4.13. Taxation Expense (T) 

The Regulator will accept the current corporate tax rate of 28% (t) (to be adjusted if amended by 
the National Treasury) if the NPA is corporatized from a division of Transnet, into a subsidiary or 
stand-alone entity. If not, the Equitable Tax Rate, as outlined below, will be utilised.  

As the current corporate structure of Transnet enables the Group to offset profits of one operating 
division against losses elsewhere, a taxation allowance based on the corporate tax rate granted to 
the NPA may result in excess revenue, if large losses incurred by other divisions result in lower taxes 
payable by the Group. An equitable tax rate, based on the assumption that the NPA is still an 
operating division, as opposed to a subsidiary of the Transnet Group, will be calculated and 
corrected through the claw back mechanism.  

The equitable tax rate is calculated as that rate which will result in the proportional sharing of the 
Transnet Group taxation liability by each of its profitable divisions/segments/business units. The 
equitable tax rate is thus the rate which if applied to the profits of each profitable division/segment, 
will amount, if added together, to the full 28% tax payable by the group to the Tax Authority (SARS) 
on its pre-tax net profit in any one financial year.  

The Equitable Tax Rate is calculated as follows: 

𝒕𝒆 = 𝒕(
𝑷𝒈
∑𝑷𝒊

)	

Where:	
𝑡𝑒				 =	equitable	tax	rate,			
t				 =	28%	or	the	corporate	tax	rate,	
𝑃𝑔			 =	Transnet	Group	pre-tax	net	profit	for	the	year,	
∑𝑃𝑖		 =	Sum	of	pre-tax	profits	of	profitable	divisions/segments/	units	for	the	year	

The equitable tax rate will be applied by the Regulator in its tax calculation (for the NPA as a 
profitable division) in the RR calculation, as the average equitable tax rate over the previous 5 years. 
The clawback mechanism will be used to correct for the actual equitable tax rate in any year when 
appropriate audited segmental financial statements are published. All fair value and similar once-
off accounting adjustments on segmental profits will be not be considered in the calculation of the 
equitable tax rate in future and in the retrospective 5 years forming part of the calculation. 

The calculation of the equitable tax rate is contingent on Transnet publishing (or providing the Ports 
Regulator) audited segmental financials each year that shows the group net profit as well as the 
profits and losses, costs and revenues, for each division/segment/business unit as well as any 
adjustments. Failure to do this will result in the Regulator not providing for taxation in the revenue 
required calculation, and revenue required for tax will be deemed to be a part of the allowed return 
on equity. 
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4.14. Operating Expenditure (OPEX) 

The Regulator currently analyses the operating cost estimates for the period on a detailed, line by 
line item basis. The NPA is requested to provide detailed and complete motivation for each of the 
expenses applied for, especially on large items such as labour and energy costs.  

The Regulator continues to allow the inclusion of the Transnet Group costs in the total allowed 
expenses, subject to the requirement that the NPA submits detailed explanations and motivations 
for the amounts to be transferred to the Transnet group. These are expected on a level of detail 
that will allow assessment of its necessity, as well as the actual services/goods received, and for 
which function of the NPA it will be utilised. Adjustments are made on an annual basis if and when 
the Regulator determines any group cost component to be inappropriate based on audited reports 
if made available timeously.  

In addition, the NPA shall provide an externally and independently audited financial report (with all 
supporting documentation and detailed explanations including basis of allocation and policy 
documents that support such allocation) on all line items that form part of the group costs that 
have been expended for the NPA each year. This shall be provided in the year after the close of the 
financial year or until an alternative methodology or amendment of this methodology is published. 

Furthermore, the Regulator reserves the right to claw-back all or any portion of the amount in 
future tariff decisions, should the Regulator not be satisfied that the expenditure is within the scope 
and mandate of the NPA, and that the amounts are reasonable, or reasonably allocated to the NPA. 

Comprehensive information requirements must be met with for each application. See Annexure A. 

4.15. Claw-Back 

The key purpose of applying claw-backs is to ensure that the NPA or any port user is fairly treated 
and is not subjected to unfair gains or losses that are the result of incorrect forecasting, inaccurate 
information and system shocks. This includes the reducing and the sharing of risks faced by all port 
system participants including the NPA. Its main application is to reduce the impact of differences 
between allowed revenue (based on a number of forecasts and assumptions) calculated at the time 
of the tariff application, and actual audited figures, and is intended to ensure the coherence and 
integrity of the regulatory regime. The volatility of trade volumes and the difficulty in forecasting 
imports and exports accurately presents significant problems, especially regarding the prediction 
of volumes in outer years of a multi-year tariff period.  

However, the following variables that are estimated (in line with the Regulatory Manual) on an 
annual basis, prior to the start of the following tariff year, for claw-back purposes are the: 

- RAB (excluding CAPEX): The RAB is adjusted annually to reflect actual working capital 
requirements in line with audited AFS numbers and inflation trending; 

- Depreciation: Re-calculated based on the adjusted RAB; 

- Volumes:  Actual volume numbers are used to calculate the clawback; 

- Inflation (CPI): Whilst the return on equity is not changed, the actual inflation rate is used in the 
recalculation of a number of variables, including the trending of the RAB, working capital 
forecasts, and other latest estimates during the assessment; and 
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- Taxation: The taxation allowance will be corrected to recalculate the equitable tax rate based on 
group and segmental profit performance based on published Transnet Group’s actual audited 
financial statements. 

The forecast or estimation of these variables is conducted annually and actual data is used in 
determining the claw-back pertaining to the previous tariff year where the 50% rule applies. The 
final claw-back is determined in the following year when actual numbers are available.  

As noted in section 0, the Return on Equity (rate) will be fixed upon assessment for claw-back 
purposes – the amount included in the claw-back will still depend on RAB corrections. 

Detailed steps for the calculation of the Clawback can be found in Annexure D. 

4.16. Excessive Tariff Increase Margin Credit (ETIMC) 

The Regulator regulates in the long term interest of the maritime sector and the SA economy. This 
requires that the Regulator not only confine itself to the immediate tariff decision, but also 
considers ways to ease any future shocks to the system. It is generally accepted that CAPEX may 
spike at some point in the foreseeable future, but that these projects have not as yet been specified 
to a level of detail that allows for accurate prediction. In addition, external market related factors 
such as unexpected (or expected) fluctuations in volumes, inflation, the RFR etc. may result in 
significant spikes to the tariff as well.  

As such, the Regulator has, in the past, considered it prudent to avoid excessive future tariff 
changes by retaining and increasing the NPA’s Excessive Tariff Increase Margin Credit (ETIMC), in 
order to allow the smoothing of unaffordable tariff spikes over multiple periods in the future or to 
apply a countercyclical tariff decision in time of depressed economic activity. 

As the ETIMC is ‘revenue collected from port users’ before the NPA is entitled to it, it should yield 
a return for users to compensate them for the opportunity cost of their capital. The ETIMC will 
therefore earn a return which is equal to the WACC allowed by the Regulator as the opportunity 
cost of the fund available to the NPA is indeed the WACC. The return on the ETIMC will be factored 
into the balance and the calculation of the total available under the ETIMC facility will be published 
annually (as part of the RoD). 

Currently, the Regulator further deems it necessary to define the use of the ETIMC facility in the 
following way: 

“The Regulator may authorise the release of part, or the whole, of the value of the ETIMC facility 
to influence tariff levels whenever it deems necessary including, but not limited to, spikes in tariffs 
(defined as an average tariff increase in excess of the CPI inflation forecast) due to a sharp increase 
in capital expenditure, volume volatility, or any market related factor. Further, the Regulator may 
consider national objectives when making decision to add to, or to utilise the ETIMC facility to 
adjust tariffs.” 
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5. Volume Forecast 

The NPA is required to submit detailed volume forecasts with reasons as well as revenue calculations 
based on the forecast volumes and current tariff levels as well as proposed tariffs for the period. The 
level of detail will be agreed to with the Authority. 

6. Weighted Efficiency Gains in Operations (WEGO) 

The incentives built into the RR methodology do not favour increased efficiency or competitiveness as 
the claw back mechanism takes away the gains from higher efficiency with additional market volume 
effects. This is therefore be addressed in an integrated manner through the inclusion of an efficiency 
measure within the Methodology.  

Whilst the introduction of efficient pricing through the Tariff Strategy is intended to have positive 
effects, these will only impact over the long term. The response is thus to identify and differentiate 
between volume gains (or volume losses) due to efficiency impacts and market effects and to incentivise 
or disincentivise these respectively, as an increase or decrease on profit earned by the NPA.  

The introduction and continued evolution of the Terminal Operator Performance Standards (TOPS), Rail 
Operator Performance Standards (ROPS), Road Operator Performance Standards (HOPS), as well as the 
Marine Operators Performance Standards (MOPS), is of high interest to the Regulator. The 
measurement and monitoring role that the operator performance standard systems play will produce 
an input for the tariff system in order to establish more transparent and concrete incentive targets with 
benefits to both the port owner as well as port users.  
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In particular, the inclusion of an efficiency variable Weighted Efficiency Gains from Operations (WEGO) 
is proposed as set out in the RR formula (page 6). The formula for calculating the WEGO is as follows: 

WEGOt	 =	 EGt-1	x	0.075	x	Ret-1	-	Downtime	Adjustment	
Where:		
Efficiency	Gain	(EG)		 =	 Agreed	 efficiency	 gain	 through	 operations,	 excluding	 the	 effect	 of	
market	driven	volume	growth.	
Return	on	Equity	(Re)		 =	Return	on	equity	as	determined	in	the	ROD.	
t		 	 	 =	Current	financial	year	under	review	

Composite Ports System Efficiency Gain 
% as calculated EG for inclusion in the WEGO formula 

≥15% 1 

12% 0.9 

10% 0.8 

8% 0.7 

6% 0.6 

5% 0.5 

4% 0.4 

3% 0.3 

2% 0.2 

1% 0.1 

0% 0 

-1% -0.1 

-2% -0.2 

-3% -0.3 

-4% -0.4 

-5% -0.5 

-6% -0.6 

-8% -0.7 

-10% -0.8 

-12% -0.9 

≤-15% -1 

 

EG will be a weighted average growth rate of a selected group of audited performance results on a port 
by port basis. These key performance indicators, as well as the appropriate weightings for every port, 
will be selected by the Regulator in consultation with port users through the PCC process as well as with 
the NPA. It will be required that the WEGO TOPS and MOPS results be signed off by PCC representatives 
at a port level, and agreed to with the Regulator. 

For the calculation of operational efficiency, port revenue contribution will establish the weighted 
contribution on a per port basis to calculate the overall EG, however, all ports’ PCC’s must present 
signed off results to the Regulator for consideration and inclusion in the Tariff Assessment.  
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Efficiency gains in individual KPI’s per port will be capped for calculation purposes at 15%, similarly, 
reductions in efficiencies will be capped at 15%. Measured performance of a particular KPI in a port will 
be compared against a WEGO historical best measured performance (the Baseline) to produce a 
percentage efficiency gain or loss (EG) for that KPI in that port, and contribute towards and 
overall/composite port level efficiency gain or loss (EG).  

A declining or negative value of EGt-1 will result in an increased claw back over period t. 

7. Operational Performance Calculations 

 

 

 

 

 

 

 

 

 

The Regulator has, in the final year of the previous Tariff Methodology (2019/20), developed and 
consulted on key performance indicators that form part of the WEGO over the three year period. The 
approved results from 2017/18 formed the baseline for measurement in the first year of this Tariff 
Methodology (2018/19) and the process will continue on an annual basis with the “best recorded 
achievement” forming the baseline.  

KPI’s and their relative weights will be annually consulted per port and the NPA and port users are free 
to propose new weights as well as new KPI’s including land-side measures, as well as the formulation 
of KPI’s and the proposed measurement methodology. The Regulator will come to a decision and 
publish the final list of KPIs for the NPA to measure and report on over the following period. 

  

1
•Determination of applicable KPI basket and weights on port level 
•PCC and NPA port specific KPI's presented to all port users and agreed

2
•Regulator approves port specific KPI's for inclusion in WEGO

3
•Establish audited base line for KPI measurement 

4
•Implement WEGO and measure against baseline

5
•Weight port consolidated number by port revenue for overall port system 
number

6
•Compare with baseline i.e. translate hours/throughput etc into % change and 
calculate WEGO value based appropriate EG value. Finally adjust for Downtime
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The process, and the requirements of the different role-players in establishing the KPIs for inclusion in 
the tariff setting process, is outlined below.  

Process Y1 Y2 Y3 etc. 

Process for 
port users 

- Port by Port KPI 
determinations 
presented to port 
users by PCC  

- Port by Port KPI 
determinations 
presented to port 
users by PCC 

- Port by Port KPI 
determinations 
presented to port 
users by PCC 

Process for 
NPA 

- Port by Port KPI 
determinations 
presented to port 
users by NPA 

- Report on achieved 
performance to 
PRSA by year end to 
establish an annual 
result and baseline 

- Application to 
include report on 
actual audited KPI 
performance in 
previous year 

- Report to PRSA on 
actual performance  

- Port by Port KPI 
determinations 
presented to port 
users by NPA 

- Application to 
include report on 
actual audited KPI 
performance 

- Port by Port KPI 
determinations 
presented to port 
users by NPA 

 

Tariff 
Setting 
Process 

- Regulator to 
approve final Port by 
Port and national 
KPI’s 

- Implement WEGO as 
per audited KPI 
performance 
through the claw-
back mechanism. 

- Regulator to 
approve final Port by 
Port and national 
KPI’s 

- Implement WEGO as 
per audited KPI 
performance 
through the claw-
back mechanism. 

- Regulator to 
approve final Port by 
Port and national 
KPI’s 

- Implement WEGO as 
per audited KPI 
performance 
through the claw-
back mechanism 

8. WEGO Downtime Adjustment / Disincentive 

The unacceptable levels of downtime resulting from breakdowns due to lack of maintenance and other 
concerns in container terminals in mainly 2019/20, has forced the Regulator to respond to the tariff risk 
faced by port users as a result thereof (the clawback mechanism will compensate for any under 
recoveries). As such, the Regulator is off the view that shifting the tariff risk from the port users to the 
NPA incentivises stronger regulatory oversight on terminal operators, and allows the NPA to play its 
legislated “Authority” role as the regulator of operators.  

The adjustment of the WEGO allowance for downtime due to mechanical breakdown, unavailability of 
equipment, labour related incidents, or any other similar unplanned occurrence resulting in a services 
not being rendered, (excluding weather delays and ‘force majeure’), will be calculated on the basis of 
previous (3 year moving average) revenue streams as a ratio of the collected Cargo Dues per port and 
terminal. These ratios will be applied to the number of days of operational delay applicable at each 
terminal of each port and the resulting calculated reduction in cargo dues will be used as an adjustment 
to the WEGO calculated revenue amount (i.e. it will be an adjustment to profit or the Return on Equity).  
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𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛𝑎𝑙	𝑃𝑟𝑜𝑓𝑖𝑡	𝑅𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛	𝑅𝑎𝑡𝑖𝑜	(𝑂𝑃𝑅𝑅) =
1
365

	¤[𝑃𝑅7¤(𝐷8	 ×	𝑇𝑅7,8)]
:

8;<

		
=

7;<

 

𝐷𝑜𝑤𝑛𝑡𝑖𝑚𝑒	𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 = 𝑂𝑃𝑅𝑅 × 𝑇𝐶𝐷 
Where:	

Dj	 =	 Days	lost	per	terminal	j	due	to,	mechanical	breakdown,	labour	action	or	similar*	
PRi	 =	 Port	Revenue	Ratio-	Proportional	cargo	dues	per	commercial	port	i**	
TRij		 =	 Terminal	Revenue	Ratio-	Proportional	cargo	dues	per	terminal	j	in	port	i	***	
TCD	 =	 Total	cargo	dues	collected	in	port	system	
i	 =	 Individual	port	reference		
j	 =	 Individual	terminal	reference	
n	 =	 Total	number	of	Terminals	in	each	port	
p	 =	 Total	number	of	Ports	

- *Days lost will be based on recorded downtime due to equipment failure or unavailability, or labour 
strike.  In the case of a ‘go-slow’ every day recorded as a “go-slow” strike action, 0.5 days will be 
assumed lost. Downtime due to weather delays and force majeure will not be taken into 
consideration. 

- **The proportional cargo dues revenue ratio will be based on all cargo dues revenue collected from 
the individual ports as a share of total cargo dues revenue collected (moving average of the previous 
3 years). 

- ***The proportionally cargo dues revenue ratio will be based on all cargo dues collected per terminal 
as a ratio of total cargo dues revenue collected per port. (moving average of the previous 3 years). 

Information requirement to be submitted to the Regulator by the NPA (quarterly): 

a) All Cargo Dues per terminal per port; and 

b) All recorded operational delays per terminal per port with reasons for delays. 
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9. Corporatisation 

The exact corporate structure, dividend policies, transitional arrangements, debt allocation, and other 
related matters of the corporatized National Ports Authority as per the National Ports Act remains 
unknown at the time of publishing this Tariff Methodology (March 2020). The Regulator needs to 
consider the sustainability of the NPA on an ongoing basis, and corporatisation may require 
consideration of assessment of the entity from a credit rating perspective as a standalone borrowing 
entity (in the future). As such, the following arrangements with regard to the application of the Tariff 
Methodology will apply: 

- Three months prior to the date of the Tariff Application, the Governing Body / Board of the NPA 
is required to engage with the Regulator in order to determine the applicable methodology under 
which to apply. See section 4.1 for details/requirements.  

- In the instance of an announcement by the Minister of Public Enterprises on the corporatisation 
of the NPA in terms of section 3(2), or alternatively section 3(2) and section 4(1) of the Act, the 
following information must be submitted to the Regulator within 30 days of announcement or 
incorporation as applicable: 

o Memorandum of Incorporation; 

o Proof of Registration (Registration/Enterprise number, registration certificate, etc); 

o Due Diligence analysis conducted; 

o All other assessments completed by the Department of Public Enterprises / Transnet / 
NPA; 

o Full audited Annual Financial Statements; 

o Full debt portfolio with conditions and other attached requirements; 

o Debt Allocation Policy – transitional process; 

o Complete and updated (to date) Asset Register; 

o Comprehensive report on services provided by Transnet Group including value of 
services; 

o Detailed plan to acquire cost competitive replacements; and 

o Dividends Policy that will apply (if relevant). 
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10. Annexure A: Information Requirements 

The following information requirements must accompany the annual application of the NPA. 

- Business cases must be provided on all CAPEX projects in excess of R10 million in the ffg  stages: 

• During every application, business cases for the next three years will be required; 

• The nature of the content and detail of business will be further defined and developed 
between the Authority and the Regulator. Further, the nature and content of the business 
case submissions would be summarised to focus on the more salient aspects including:  

§ Objective of project;  
§ Demand to be addressed  
§ Alignment to Port Development Plans  
§ Solution alternatives  
§ Project Costing  
§ Financial Returns and Payback periods  
§ Timing of Delivery  
§ Key Risks  

- All acquisition of land and other Capital Assets (including motivation thereof);	
- All disposal/or removal of land and assets (including motivation thereof); 

- Data, results and progress applicable to the implementation and monitoring of Operator 
Performance Standards, as per TOPS/ MOPS/ ROPS/ HOPS; 

- Audited Financial Statements as well as port level financials. A full set of segmental financial 
statements of the Transnet Group must be included.  

- Historical information: All NPA relevant annual debt stock levels as well as annual debt 
redemption payments itemised, as well as the relevant debt instruments and applicable 
interest/coupon rates since the inception of Regulation;  

- Current debt cost information including estimated debt costs (calculation and forecasts) for the 
current tariff year (i.e. the year that the application is made in) as well as the outlying tariff year. 
Schedule to reflect the estimated annual change to the relevant debt stock levels of the NPA; 
itemized annual debt redemption payments, as well as the relevant debt instruments and 
applicable interest/coupon rates;  

- Itemized maintenance schedule for the next 3 years for all planned and unplanned maintenance 
projects above R1 million, categorized as OPEX as well as “capitalized maintenance”. 

- All infrastructure assets on the Authority’s RAB, not operated by the NPA, and for which the NPA 
does not charge an operator for rental / lease; and 

- Completed, updated Lease Register (as per agreed to template) setting out: 
• All port lessees; 
• Leased area; 
• Tenure of leases; 
• B-BBEE levels; and 
• Rental received  
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The following information must be submitted by the NPA to the Regulator on a quarterly basis: 

- Lease Information 

• Copies of all new agreements and licences entered into or issued in the quarter, as well as 
the supporting documentation thereof, including Sections 79s, 72s, 56s, 57s, and lease 
agreements (inclusive of all annexures, including but not limited to updated rentals and 
terminal operator tariffs); and 

• All applicable B-BBEE certificates for the abovementioned licences and agreements; 
• Schedule of vacant properties available for lease.  

- All CAPEX projects (infrastructure and capital acquisitions) underway (to include, but not limited 
to, information pertaining to project stage, tender specifics, construction progress etc.), 
Itemisation of Contractors and Consultants with regard to NPA projects undertaken by Transnet 
Group Capital / Transnet Capital Projects, and B-BBEE certificates; 

- List all land paid for by the NPA/port users funds, transferred to Transnet properties or any other 
division; 

- Key performance indicators relating to port capacity, port performance, and volumes per port 
and all WEGO information requirements as per template; 

- All due diligence and other information pertaining to the implementation of Sections 3(2),26 and 
27 of the National Ports Act; and 

- Compliance Risk Management Plans and its quarterly progress report for all mandatory legislative 
provisions in the National Ports Act.  

Timelines 

All quarterly progress information must be submitted to the Ports Regulator by no later than the 
end of the month after the end of the applicable quarter, based on the reporting templates 
provided to the NPA by the Ports Regulator on 16 March 2016. The Ports Regulator reserves the 
right to amend these on an ongoing basis.  

11. Confidentiality 

The Ports Regulator remains bound by the confidentiality provisions of the directives. 

The Ports Regulator strives to assure that all information, including internal, third party, personal 
and electronic data, is treated with complete confidentiality; maintain integrity of all such 
information; ensure that our information system and the information contained therein meet the 
needs of our core and supporting business operations; comply with all applicable statutory and 
regulatory requirements and perform reliable access control to protect our information system 
against unauthorised access. 
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12. Annexure B: RAB Calculation 

The example below illustrating the calculation of depreciations and the TOC value (for new assets and 
those that postdates 1990 capitalisation dates) of the RAB is based on the following basic assumptions: 

- Historical cost of R100 m; 

- Inflation 5% per annum; 

- Depreciation on a straight line basis over 30 years life of asset; 

- Service life of the asset is 30 years; and 

- No adjustment in the Remaining Useful Life. 
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13. Annexure C: Asset Treatment 

Asset 
Description 

Remaining 
Useful Life 

RAB 
Depreciation 
and Valuation 
Treatment 

Maintenance 
allowed as 
part of OPEX 

Return 
allowed 
(included in 
RAB calc. for 
return 
purposes) 

Notes 

Short term 
assets 5 years or less Straight line 

Historical Cost Yes Yes  

Existing assets 
in  
use not fully  
depreciated 

More than 5 
years 

Trended 
Original Cost Yes Yes  

Existing asset 
in use-fully 
depreciated 

Any 

If leased – 
lease revenue 
will be 
assumed 
value 
If not leased 
(e.g. 
breakwater – 
maintenance 
on the asset 
may be 
capitalised 

Yes/optional 

Allowed to 
capitalise 
maintenance. 
Value on RAB 
for return 
calculation 
will be 0. 

Risk of gold 
plating 
requires 
prudency 
assessment 
and NPCC 
approval for 
capex 
inclusion in 
RAB 

Assets no 
longer in use Any Removed 

from RAB Yes No  

 

Notes: 

Capitalisation dates will be 1990 if no capitalisation date post 1990 is available 
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14. Annexure D: Clawback Calculation 

The Claw Back to be applied in the Tariff Application must be calculated in the following way: 

Step Action 

Step 1: 
Recalculate the Required Revenue for yr1 since we have actual 
numbers as at 31 March  
(Let the Recalculated RR be S1)  

Step 2: 
Compare S1 to yr1 AFS Revenue (T1),  
subtract Bilateral Agreements (B1)  

Step 1 & 2: 
[Corrected RR yr1 – AFS Revenue yr1 – Bilateral Agreements yr1] 
or  
[S1 -T1 – B1]  

Step 3: 
Add or Subtract 50% of the estimated Provisional Claw back 
Adjustment made in yr1 (P1)  

Step 1, 2, & 3: [S1 -T1 – B1] ± P1 = Final Claw back yr1 adjusted in Yr3 ROD (W1)  

Step 4: 
Calculate then add or subtract Claw back Return for yr1  
[(W1 x WACC yr1)/2] (V1) 

Step 5: 
Calculate then add or subtract Claw back Return for yr2  
[(W1 +V1) x WACC yr2)/2] (X1)  

Thus Far: 

Full Claw back yr1  
(G1) = W1 + V1 + X1   
Estimated Claw back for yr2  
(YY2) = Revenue Required as per ROD yr2 – Latest Estimate 
Revenue yr2 

Step 6: YY2 x 50% = (VV2)  

Total Clawback for 
ROD  

G1 + VV2  

  



 

33 

Port Tariff Methodology for Tariff Years 2021/22 – 2023/24 

The total Claw Back amount calculated will be included in the Revenue Requirement formula as set 
out in section 4.15 on page 6.  

End. 

 

 



EX
constant change

 

 

 

 

 

 

 
 

TRANSNET NATIONAL PORTS AUTHORITY (TNPA)  
A DIVISION OF TRANSNET SOC LTD 

BBBEE Contribution Level: 

4 
BEE Supplier Recognition: 

100% 
A Transformex Generic Verification Scorecard 

Products and Services Responsible for the safe, efficient, effective and economic functioning of 
the national ports system 

Physical Address 30 Wellington Road, Parktown, Johannesburg, 2193 

Registration Number 1990/000900/30 

Vat Number   4720103177 
 

 
Scorecard Elements Maximum 

Score 
Company 
Score 

Principle Used  Yes/No 
 

BEE Ownership N/A N/A Modified Flow through No  

BEE Management Control 11.00 9.86 Exclusion Principle No  

Employment Equity 18.00 15.53 Discounting Principle No  

Skills Development 25.00 17.78 Participated in Y.E.S Initiative No 

Preferential Procurement 33.00 23.07 Achieve Y.E.S Target and 2.5% Absorption No 

Enterprise Development 15.00 1.70 Achieve 1.5 x Y.E.S Target and 5% Absorption No 

Socio-Economic Development 5.00 3.72 Achieve Double Y.E.S Target and 5% 
Absorption 

No 
Total Score 107.00 71.65 

Value Adding Supplier  
YES 

Issue Date  
23 December 2021 

Certificate Number TRA001G6951221 Re-Issue Date  N/A 

Issue Number  1 Expiry Date  22 December 2022 

  

 
 

 
 
  

Financial Year End: 31 March 2021 

Measurement Period: 01 April 2020 - 31 March 2021 

Standard Used: Public Entities including SOE’s for BBBEE Gazette No. 32511 Released 21 August 2009 

Act Broad-Based Black Economic Empowerment Amendment Act, 2013: Gazette No. 37271 

                                                       
 
 
 
 
 
 
 
 
 
 

 

Analysis Result Analysis Result 

Black Economic Ownership: N/A Black Disabled Ownership: N/A 

Black Voting Rights: N/A Black Unemployed Ownership: N/A 

Black Women Economic Ownership: N/A Black People living in Rural Areas: N/A  

Black Women Voting Rights: N/A Black Military Veterans: N/A 

Black Designated Ownership: N/A Black New Entrant:  N/A 

Black youth Ownership: N/A 

 

 

_____________________ 
Carmanthra Naidoo 

For Transformex CC 
TRANSFORMEX CC. Reg 2007/043419/23                                            

Contact 011 477-5622 or visit www.transformex.co.za 
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Annexure RR Pricing Schedule  

 

 COST OF INFRASTRUCTURE     

 
Item No Description of Item 

A B C D= (BxC) 

 

 

Unit Qty Rate 
TOTAL COST OF ITEM 

(ZAR)  
 

 1.1 Management fees Lump Sum 1      

 
1.2 

Site Investigations / 

Geotechnical studies 
Lump Sum 1     

 

 

1.3 
Detailed Engineering and 
Design (Marine infrastructure, 
Bulk services and Pipeline) 

Lump Sum 1     

 

 
1.4 

Environmental scoping and 
approvals 

Lump Sum 1     
 

 1.5 Regulatory approvals Lump Sum 1      

 

1.6 

Construction costs (As per the 
detailed design and bill of 
quantities for Port 
Infrastructure and Common 
User Infrastructure) 

Lump Sum 1     

 

 
SUB-TOTAL      

 ADD VAT @15%    

 
TOTAL PRICE     
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Note 

For the purposes of this document, any reference to a/the “Concessionaires” shall be construed to mean 

a reference to a Respondent (in terms of this RFP) and/or to a successful Respondent (to whom the 

concession is to be awarded), as so indicated by the context hereinafter. 
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1 WHAT IS ECONOMIC DEVELOPMENT? 

The ECONOMIC DEVELOPMENT (ED) Programme is an initiative of the Department of 

Public Enterprises (DPE) supported by Transnet. The aim of ED is to increase the competitiveness, capability 

and capacity of the South African supply base where there are comparative advantages and potential for 

local or regional supply. This can be achieved through skills transfer, as well as building new capability and 

capacity in the South African supply base.  In addition, ED has its roots grounded firmly around the 

transformation of South Africa and the empowerment of previously disadvantaged individuals and 

enterprises.  

2 BACKGROUND AND GUIDANCE ON THE ECONOMIC DEVELOPMENT OBJECTIVES FOR 

SOUTH AFRICA 

As a developing economy with inherent structural and social imbalances, South Africa is facing the significant 

economic challenge of increasing growth in a manner that includes all South Africans. The historical lack of 

investment in infrastructure in South Africa has negatively impacted on local industry, resulting in a loss of 

key skills and a decrease in manufacturing industry capabilities. To respond to this, Government policies 

have been designed to address these imbalances and to act as a catalyst of change for the benefit of South 

Africa. 

One of these Government policies, the National Development Plan (NDP) aims to enhance growth, 

employment creation and equity by reducing the dependencies of South African industries on imports, and 

promoting the development of skills and capabilities that are in short supply within the country. It identifies 

strategies that will enable South Africa to grow in a more equitable and inclusive manner and promotes the 

development of new industry to attain South Africa’s developmental agenda.  

Transnet’s ED effort is closely aligned to the NDP objectives and as a result we are able to fulfil our 

commitment to sustainability within South Africa whilst at the same time addressing other corporate 

objectives including increasing productivity and efficiency, volume growth, capital investment, financial 

stability, funding, human capital, SHEQ regulatory compliance and improving customer service. 

The combined objectives of Transnet and Government will be realised through: 

 aggressively implementing capital investment plans which will result in competitive local industries; 

 improving operational efficiency; 

 using procurement to influence the development of the local supplier industry; and 

 ensuring it creates sufficient economic opportunities for the participation of previously disadvantaged 

groups. 

This will lead to Transnet achieving its long-term objective of increasing both shareholder and societal value 

using its procurement expenditure to ensure local development through the sustainable growth of capability 

and capacity in South Africa’s supply chain and the inclusion of the previously disadvantaged individuals in 

the economy in a manner that is beneficial to Transnet, South African industry and the people of South 

Africa. As a result this State Owned Company (SOC) is able to fulfil its responsibility as the biggest link in 

the South African freight logistics chain whilst complementing the objectives of Government. 
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3 TRANSNET’S ECONOMIC DEVELOPMENT OBJECTIVES AND 

FRAMEWORK 

To aid its implementation of ED, Transnet has adapted an existing framework from the DPE. This framework 

allows for a basic set of principles to be applied to appropriately target ED initiatives. ECONOMIC 

DEVELOPMENT initiatives aim to assist local concessionaires in developing their competitive advantage 

through increasing their capability and capacity potential. Hence the framework has been termed the 

Increased Competitiveness, Capability and Capacity (IC3) ECONOMIC DEVELOPMENT Classification Matrix. 

This framework encapsulates the types of ED opportunities which Transnet currently considers effective 

and allows Transnet to move its ED structure away from a dynamic policy environment towards a framework 

that is designed around general ECONOMIC DEVELOPMENT objectives. This enables Transnet to adopt a 

standard structure but also allows the flexibility to reconsider emphasis on certain aspects as objectives 

change. The IC3 Matrix (refer to Figure 1 below) categorises ED opportunities in a matrix based on their 

value, extent of industrial leverage and strategic importance to Transnet. Further categorisation of 

opportunities into the relevant quadrants is based on concessionaire-new business development manager 

power, industrial complexity, risk and the length of procurement period.  
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Value Leverage Refers to transactions where the financial scale of the transaction allows the new business development manager the opportunity 

 to negotiate economic  

To negotiate economic development
Industrial Leverage of the procurement is such that the scale and the industrial complexity of  
the item being purchased allows for local supply chain development around a particular industry
Strategic Importance to Transnet refers to the extent to which the product to be procured has a impact on Transnet’s core business 

Value leverage

High

Low
High Low 

Focused

Small 

Enterprise 

Development

Programmatic 

Strategic

Industrial leverage

Stra tegic Im portance to T ransnet

Industrialisation

Localisation and 
Economic 
Development

Skills
Development

To ease implementation of ED 
within Transnet, a framework to 
encompass all types of ED 
opportunities was developed by 
the DPE

The IC3 economic development 
classification matrix assists in 
categorising opportunities 
according to their industrial 
leverage, value leverage and 
strategic importance to 
Transnet

Once opportunities are 
identified it will be possible to 
identify the policy/procedural 
tools that should be 
implemented to maximise the 
full economic development 
potential from the opportunities 

IC 3 Economic Development Classification Matrix Not currently a focus area
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Figure 1: The IC3 ECONOMIC DEVELOPMENT Classification Matrix 

In order for Concessionaires to successfully meet the needs of a particular initiative, a 

detailed understanding of each quadrant is required.  

3.1 Programmatic 

Programmatic initiatives follow a longer than normal planning horizon and generally exceed the 

funding capacity of Transnet’s balance sheet. Collaboration between the SOC and Government is 

achieved through focused task teams whereby infrastructure development and industrialisation is 

achieved through joint support and in some cases public spending. Investment is focused in plant, 

technology and skills in both intermediate and advanced capabilities to develop competitive 

advantage.  

3.2 Strategic 

Strategic initiatives follow a three to five year planning horizon, involving investment in at least plant, 

technology and/or skills in intermediate capabilities. This enforces the need for multinational 

corporations and Original Equipment Manufacturers (OEMs) to develop a certain percentage of their 

products locally. Strategic initiatives can therefore be used to achieve Transnet’s objectives by 

increasing the competitiveness, capability and efficiency of local concessionaires. Strategic initiatives 

can sometimes focus on advanced capabilities but will in most cases require Government support to 

develop local capability.  

3.3 Focused 

Focused initiatives include all high value transactions with limited industrial leverage and medium to 

low strategic importance. These initiatives address short to medium-term contracts that can be 

leveraged to encourage ECONOMIC DEVELOPMENT, with a focus on investment in technology or 

skills to enhance existing local capability. Emphasis will largely be placed on benefiting previously 

disadvantaged individuals. The overall result improves the socio-economic environment by creating 

competitive local concessionaires and furthers objectives of empowerment, transformation and 

regional development.  

3.4 Small Enterprise Development 

Small Enterprise Development initiatives are typically of low value and have no industrial leverage 

as they are characterised by typically low complexity goods and high competition. These initiatives 

concentrate on increasing the capability of small local concessionaires and are targeted toward 

historically disadvantaged individuals and communities, providing basic skills development and 

improving local employment and quality job creation. It includes a wide range of non-financial 

services that help entrepreneurs start new business and grow existing ones.  

4 RESPONSE BASED ON THE IC3 MATRIX QUADRANTS 

Based on the concessionaire-new business development manager power, industrial complexity, risk and the 

length of procurement period, the Concessionaire is expected to formulate a ED Plan to identify the 

opportunities that it will pursue. Ideally the ED Bid Plan should address factors that are specific to the 

applicable quadrant of the IC3 matrix.  
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Transnet has identified a number of opportunities which may aid a Concessionaire in 

formulating its response based on each quadrant. Each of the opportunities identified by 

the Concessionaire should have a direct or indirect effect on the value it creates for the country in order to 

maximise the socio-economic impact. 

 

 

 

 

Figure 2: Transnet value capture through supplier influence 

4.1 Programmatic 

The strategic objective of “Programmatic transactions” is to assist Government to achieve its 

industrialisation objectives through the development of the local concessionaire base, in order to 

increase the cost efficiency of SOC procurement, support and maintenance programmes. In order 

to satisfy this objective a number of focus areas and key outcomes have been identified: 

4.1.1 Programmatic Focus Areas - 

 Industrialisation 

 Capability and capacity building in South Africa 

 Technology transfer  

 Skills development related to the manufacturing process and the industry 

 Development of new technology and innovation 

 Investment in plant 

Transformation Growth

Strategic 

Focused 

ED

Programmatic 

Job creation/
preservation 

Enterprise
Development

Focused

Strategic

Programmatic

Industrial-
isation

Technology 
transfer/ 
sustainability 

Skills 
development 

Job creation/ 
preservation 

Enterprise 
development

Rural 
integration 

Localisation*

Technology 
transfer/ 
sustainability 

Skills 
development 

Job creation/ 
preservation 

Enterprise 
development

Rural 
integration 

Localisation

Skills 
development 

Job creation/ 
preservation 

Enterprise 
development

Rural 
integration 

• Ownership
• Management 

control
• Employment  

equity
• Preferential 

procurement
• Enterprise 

development
• Skills 

development
• Socio-economic 

development

Decreasing 
emphasis on 
evaluation 
criteria 
categories

Sphere of 
influence

B-BBEE FRC

Rural 
integration 

*capacity and capability building

• Ownership
• Management 

control
• Employment  

equity
• Preferential 

procurement
• Enterprise 

development
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 Development of local companies aligned to empowerment objectives 

4.1.2 Key Outcomes - 

 Industrialisation 

 Manufacturing capability and capacity building 

 Technology transfer 

 Skills development 

4.2 Strategic 

The main objective of Strategic transactions is to leverage local downstream concessionaires through 

large-scale SOC procurement in order to develop a competitive local concessionaire base. In 

response to these objectives the following are the specific focus areas and key outcomes applicable: 

4.2.1 Strategic Focus Areas - 

 Capability and capacity building in South Africa 

 Transfer of technology and innovation to local concessionaires from foreign OEM’s 

 Skills development related to the industry 

 Development of local companies aligned to empowerment objectives 

4.2.2 Key Outcomes - 

 Increased S.A. manufacturing capability and capacity 

 Increased technology transfer 

 Skills development 

 Job creation/preservation 

4.3 Focused 

Focused initiatives assist local concessionaires to improve their performance, enhance their existing 

production and skills capabilities with emphasis being placed on benefiting previously disadvantaged 

individuals and rural development. In order to satisfy these objectives a number of focus areas and 

key outcomes have been identified: 

4.3.1 Focused Focus Areas - 

 Developing a local concessionaire base that supports preferential procurement 
outcomes 

 Developing skills within the specific industry 

 Creating opportunity for job preservation 

 Reducing income inequality in specific regions 

4.3.2 Key Outcomes - 

 Empowerment 

 Skills development 

 Rural development 

 Job creation/preservation 

4.4 Small Business Development 
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Enterprise Development (ED) objectives are centred around assisting local 

concessionaires to improve their skills by placing increased emphasis on benefiting 

previously disadvantaged individuals and rural development in line with the Broad-Based Black 

Economic Empowerment (B-BBEE) strategy. The following focus areas and key outcomes have been 

identified: 

4.4.1 Small Business Development Focus Areas - 

 Providing small businesses with opportunities and preferential trading terms,  increased 

focus on Black woman-owned enterprises, focus on the youth, people with disabilities 

and region-specific initiatives 

 Empowering previously disadvantaged individuals to create their own businesses 

resulting in quality job creation 

4.4.2 Key Outcomes - 

 Empowerment 

 Rural development 

 Skills development 

 Job creation/preservation 

Based on these focus areas and key outcomes, a concessionaires would need to actively focus on the 

quadrant-specific requirements in order to maximise the potential commercial benefit for Transnet, South 

Africa and themselves. In doing so value can be created across all lines of reporting resulting in continued 

relations.  

5 ECONOMIC DEVELOPMENT CATEGORY DEFINITIONS AND HIGH LEVEL 

DESCRIPTIONS 

5.1 Industrialisation 

Industrialisation refers specifically to industrial development that will result in globally leading 

capabilities within South Africa. 

Criteria Description 

 Value of investment in plant  Quantification of the monetary value invested in 
machinery, equipment and/or buildings as a result of 
this RFP  

 Percentage  of the investment of 
plant purchased in South Africa 

 Percentage value invested in machinery, equipment 
and/or buildings that are sourced from local 
companies  

 Reduction in import leakage  A percentage indication of the increase in locally 
supplied products and therefore the resultant 
decrease in imports as a result of the award of a 
contract  

 Potential increase in export 
content 

 The percentage increase in exports that will result 
from increased industrial capability locally in relation 
to the award of a contract 
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5.2 South African Capability and Capacity Building 

South African capability and capacity building refers specifically to industrial 

development that focuses on value-added activities for the local industry through manufacturing or 

service-related functions. 

Criteria Description 

 Value-added manufacturing 
activity/activities to be undertaken 
in South Africa 

 Description of value-added activities to be performed 
during the contract period in South Africa 

 Service-related functions to be 
undertaken in South Africa 

 Description of service-related functions to be 
performed during the contract period in South Africa 

 Number of local suppliers in the 
supply chain 

 Number of South African suppliers that are to be 
utilised in the fulfilment of a contract 

5.3 Technology transfer/sustainability 

Technology improvements are intangible assets with significant economic value. The concessionaires 

will be measured on its plan to transfer knowledge and IP to contribute towards capability building 

of the local supply base, which ultimately leads to improved efficiency and capability. Plans to assist 

in this by a concessionaires must be assessed to enable the local supply base to potentially export 

its newly-acquired technological know-how, thereby decreasing capital leakage. 

Criteria Description 

Technology transfer including:  

 Methods of manufacturing  Introduction of a new/improved method of 
manufacturing 

 Introduction of new technologies  Provision of new technologies:  

o For processes 

o ICT 

 IP transfer (number and value)  The provision of patents, trademarks and copyrights 

 Number of local concessionaires to 
be evaluated for integration into 
the OEM supply chain 

 An indication of the number of South African 
concessionaires that an OEM/Service Provider plans 
to evaluate for possible inclusion into its supply 
chain, should it meet the requirements 

 

5.4 Skills development 

Skills development indicates the company’s commitment to education and whether that fits in with 

targeted groups (artisans, technicians, etc.). Consideration needs to be directed towards the 

adequate quality and value of skills so developed in order to allow for better evaluation in line with 

Government’s objectives. 

Criteria Description 

 Number of downstream supply 
chain individuals to be trained 
including: 

• Number of artisans trained  

• Number of technicians trained 

 Number of individuals that the concessionaires plans 
to train in the local industry over the contract period; 
training undertaken in the previous year will be taken 
into account 

 



 

 

 Page 11 of 16 

Criteria Description 

• Number of black people trained 

• Total number of people trained 

 Number of company employees to 
be trained 

 Number of individuals within the company (in South 
Africa) that the concessionaires plans to train over 
the contract period; training undertaken in the 
previous year will not be taken into account as past 
employee training appears in the skills development 
pillar of the B-BBEE scorecard; criteria broken down 
as for industry training above  

 Certified training (yes/ no)  Compliance with local and/or international skills 
accreditation 

 

 Rand value spent on training  Total planned monetary value spend (as a % of 
contract value) on skills development /training for 
the contract period within the industry; money spent 
in the previous year will be included in year 1 to 
make allowance for concessionaire who have just 
completed a training drive within the industry 

 Number of bursaries/ scholarships  
(specify field of study) 

 The number of higher education 
bursaries/scholarships provided  in the previous year 
and planned for the length of the contract 

 Number of apprentices (sector 
must be specified) 

 The number of apprentices that the concessionaire 
plans to enlist during the course of the contract 

 Investment in Schools in specific 
sectors e.g. engineering   

 The monetary value that the concessionaire is 
prepared to invest in the development and running 
of schools to increase technical skills development 

 

5.5 Job creation/preservation 

Job creation and/or preservation allows assessment of Government’s objectives to increase labour 

absorption, focusing on unskilled workers and the youth. 

Criteria Description 

 Number of jobs preserved 

 

 

 Number of jobs created including: 

 Number of jobs which would be preserved through 
Award of Contract 

 

 Number of jobs to be created during the period of 
the contract 

 New skilled jobs created  Jobs for people in a specialised field of work 
requiring a defined training path and / or 
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.  

 New unskilled jobs created  Jobs for people where the field of work  does 
not require extensive formal training or from 
whom no minimum level of education is 
required 

 Number of jobs created for youth    Jobs created for individuals aged 16 – 35 years  
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 Number of jobs created for Black 
youth  

 Jobs created for Black individuals aged 16 – 35 
years  

5.6 Enterprise and ECONOMIC DEVELOPMENT 

Small business promotion criteria give an indication of the Supplier/Service Provider’s commitment 

to developing small business in line with NDP and B-BBEE requirements. 

Criteria Description 

 Percentage procurement from: 

• QSEs 

• EMEs 

• Start-ups 

 B-BBEE Facilitators 

 Refers to the planned procurement from small 
business  as a % of the total planned  procurement 
spend 

 

 Sub-contracting  Refers to sub-contracting to QSEs/EMEs that are 
preferably Black Owned, Black Women Owned, Black 
Youth Owned or owned by Black People with 
disabilities 

 Non-financial support provided to 
small business 

 Concessionaires will be credited for each non-
financial ED support that they are planning to give to 
small business e.g. Professional support; employee 
time allocated to assisting small business 

 Financial support provided to small 
business 

 Concessionaires will be credited for each financial ED 
support initiative that they are planning to undertake 
during the contract period  e.g. Shorter payment 
terms; interest free loans 

 Joint ED initiatives with Transnet  The number of ED initiatives that the 
Concessionaires will jointly run with Transnet: 

• That are aligned to Transnet’s objectives  

• That are non-financial in nature 

5.7 Rural development/integration 

Rural development / integration indicates the Supplier’s/Service Provider’s planned use of local 

labour and business which will contribute to Governments NDP objectives and result in supply chain 

efficiencies. Commitment to rural development will result in the alleviation of poverty and thereby 

contribute to development objectives. The development must be sustainable in order to have a long-

term and meaningful impact. 

Criteria Description 

 Number of local employees  Number of people employed from within the 
town/city of operation 

 Value spent on local business  Monetary value spent on businesses within the 
town/city of operation 

 Proximity of business to operations  The locality of the business in relation to operations, 
preference is given for regional (provincial) locality 

 Number of rural businesses to be 
developed   

 The number of rural businesses that the 
Concessionaire plans to develop as a result of the 
contract 
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 Value of development to local 
community (sustainable) 

 The monetary value spent on rural community 
development that will result in long–term social 
improvements 

6 MARKET INTELLIGENCE ASSISTANCE 

Concessionaires with limited knowledge of the local market, supply base and its capabilities may require 

assistance in identifying local concessionaires and the development needs in order to develop its ED Plan. 

The United Nations Industrial Development Organisation (UNIDO) supplies a benchmarking service in South 

Africa which will be able to assist concessionaires in identifying potential local suppliers with which to work. 

In addition, this service will provide insight as to the type of support that these local suppliers require in 

order to become more competitive. UNIDO’s benchmarking tool gives insight into the performance levels 

being seen in Suppliers’/Service Providers’ businesses and the practices used to deliver the products or 

services being offered. The benchmarking tool focuses on: 

6.1 Performance data relating to - 

6.1.1 Financial performance 

6.1.2 Customer data  

6.1.3 Processes 

6.1.4 Learning & growth 

6.2 Company’s current business situation - 

6.2.1 Plans for the business and capabilities to manage their fulfilment 

6.2.2 Ability to generate business 

6.2.3 Employee relationships  

6.2.4 Developing new markets  

6.2.5 Developing products and services  

6.2.6 Managing money 

 

The UNIDO benchmarking tool provides a basic framework through which an understanding of the South 

African market can be established. Whilst the list of criteria may not be exhaustive, Concessionaires are 

free to meet with UNIDO to further understand how they can work together to develop a deeper 

understanding of the market and the ED opportunities available. 

7 GOVERNMENT POLICY DOCUMENTS 

NIPP http://www.thedti.gov.za/industrial_development/nipp.jsp 

IPAP2 http://www.thedti.gov.za/DownloadFileAction?id=561 

CEDP http://www.dpe.gov.za/res/transnetCEDP1.pdf 
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8 OTHER REFERENCE WEBSITES 

References Website 

Department of Public Enterprise (DPE) www.dpe.gov.za 

United Nations Industrial Development 
Organisation (UNIDO) 

www.unido.org/spx 
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GLOSSARY OF WORDS 

 

Broad-Based Black Economic Empowerment 

(B-BBEE) 

A South African legal requirement that require all entities 

operating in the South African economy to contribute to 

empowerment and transformation 

Enterprise Development (ED) An element contained within the B-BBEE scorecard whereby 

a Measured Entity can receive recognition for any Qualifying 

Enterprise Development Contributions towards Exempted 

Micro-Enterprises or Qualifying Small Enterprises which are 

50% black owned or 30% black woman owned. Enterprise 

Development Contributions consists of monetary and non-

monetary, recoverable and non-recoverable contributions 

actually initiated in favour of a beneficiary entity by a 

measured entity with the specific objective of assisting or 

accelerating the development, sustainability and ultimate 

financial independence of the beneficiary. This is commonly 

accomplished though the expansion of a beneficiaries 

financial and/ or operation capacity. 

Industrial Policy Action Plan II (IPAPII) The implementation plan for the National Industrial Policy 

Framework (NIPF) which details key action plans (KAPs) and 

timeframes for the implementation of industrial policy 

actions in line with the NIPF. 

Integrated Supply Chain Management 

(iSCM) 

Refers to an integrated “one supply chain management” 

strategy within Transnet which has been developed with 

Centres of Excellence (COEs) with cross-functional teams 

comprising divisional and corporate task team members, to 

deliver value through improved efficiencies and compliance 

with the regulatory environment. 

National Development Plan (NDP) Developed by the National Planning Commision in 2010 and  

tabled in 2013, the plan frames a new approach to unlocking 

economic growth by knitting together the IPAP2 as well as 

policies and programmes in rural development, agriculture 

and, sciences & technology, education, skills development, 

labour, mining and beneficiation, tourism and social 

development with the aim to target limited capital and 

capacity at activities that maximise the creation of decent 

work opportunities. Key indicators include: Quality job 

creation, Youth employment, Labour intensive growth, and 

Equity. 
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Original Equipment Manufacturer (OEM) Refers to a manufacturing company that owns the 

intellectual property rights and patents for the equipment it 

sells and services 

Socio-economic Development Refers to development which addresses social and economic 

aspects such as job creation, poverty reduction and 

increased national value add and which not only focuses on 

the business’s financial bottom line.  

State Owned Company (SOC) Refers to Government-owned corporations. They are legal 

entities created, and owned, by Government to undertake 

commercial activities on behalf of an owner Government, 

and are usually considered to be an element or part of the 

state. They are established to operate on a commercial basis. 

ECONOMIC DEVELOPMENT (ED) Improving the socio-economic environment by creating 

competitive local suppliers via Enterprise Development, 

CEDP and other initiatives such as Preferential Procurement. 

This results in a supply base that can eventually be 

competitive to market its goods on the international market 

leading to increased exports. 

United Nations Industrial Development 

Organisation (UNIDO) 

A specialised agency of the United Nations. Its mandate is to 

promote and accelerate sustainable industrial development 

in developing countries and economies in transition, and 

work towards improving living conditions in the world's 

poorest countries by drawing on its combined global 

resources and expertise. 

 



 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ECONOMIC DEVELOPMENT VALUE SUMMARY Annex ………

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO
ED BID  DOCUMENT CROSS-

REFERENCE

1
Capability and 

Capacity Building

1.1
Design and Build: Indicate percentage of projected design and 
build spend which will be subcontracted to South African 
suppliers 

1.1.1
Design and Build: Indicate the percentage of projected design 
and build spend which will be subcontracted to Black Owned 
companies

1.1.2
Design and Build: Indicate the percentage of projected design 
andbBuild spend which will be subcontracted to Black 
Women Owned companies

1.2
Design and Build: Indicate percentage of projected design and 
build spend which will be as a result of a joint venture with 
South African suppliers 

1.2.1
Design and Build: Indicate the percentage of projected design 
and build spend which will be as a result of a joint venture 
with Black Owned companies

1.2.2
Design and Build: Indicate the percentage of projected design 
and build spend which will be as a result of a joint venture 
with Black Women Owned companies

2
New Skills 

Development

2.1

Design and Build: Number and Rand value of people to be 
trained in Engineering Skills (i.e. architectural design, quantity 
surveying, blueprints, computer systems used in design) or 
equivalent over the design and construction contract period

2.2
Design and Build: Number and Rand value of Black* people 
to be trained over the design and construction contract period

2.3
Design and Build: Indicate number and Rand value of 
Black women to be trained over the design and construction 
period of the contract

New skills development initiatives indicate your company’s commitment to skills education, and how this would match with targeted groups. Consideration needs to be 
directed towards the adequate quality and value of proposed skills development to allow for better evaluation in line with Government objectives

Respondents must complete this Annexure AC which summarises your Economic Development [ ED ] Bid Document and related value commitments. 

Capability and capacity building refers specifically to industrial development in South Africa that focuses on value-add activities of the South African industry through 
manufacturing or service-related functions

ED VALUE INDICATORS

Please insert the ED Value Indicators in the table below. Cross-reference the Value Indicators quoted under the column heading “ED BID DOCUMENT CROSS-REFERENCE”  with the corresponding section in your ED Bid 
Document. 

ED CATEGORY

Page 1 of 4

Annexure TT
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ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO
ED BID  DOCUMENT CROSS-

REFERENCE

ED VALUE INDICATORS

ED CATEGORY

2.4

Design and Build: Indicate number and Rand value of 
Black youth to be trained over the design and construction 
period of the contract  [where “Youth” means individuals 
between the ages of 16 - 35 years]

2.5
Design and Build: Indicate number and Rand Value of  
Black People with Disabilities over the design and 
construction period of the contract

2.6
Design and Build: Is the level of the training offered above in 
compliance with the National Qualification Framework 
guidelines [NQF]? - Yes / No 

2.7
Number and Rand value of higher education bursaries 
and/or scholarships to be offered by your company over the 
Constraction period [provide details in your SD Bid Document]

2.8

Of the number listed above, indicate the number and Number 
and Rand Value of higher education bursaries and/or 
scholarships to be offered in the engineering (or related) field 
to Black people from Rural Areas within the Kwazulul Natal 

3 Job Creation

3.1

Design and Build: TOTAL Number and Rand value of new jobs 
to be created, relating to the primary operations of the liquid 
bulk terminal, excluding ad-hoc services  due to award of this 
contract over the Design and Build phase of the contract:

3.1.1
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black men over the contract 
period

3.1.2
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black Women over the 
contract period

3.1.3
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black People with 
Disabilities over the contract period

3.1.4

Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black Youths over the contract 
period[where “Youth” means individuals between the ages of 
18 - 35 years] over the contract period

*Where one job is calculated as one person employed for 12 months in a year, where one month equates to 160 hours of work. Therefore one full time job represents 1920 hours per year. 

*Where “Black”   means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003

The potential for job creation directly due to the award of this Contract allows for assessment of your company’s intentions in terms of the Government’s objective to 
increase labour absorption  focusing on unskilled workers and the youth
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 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO
ED BID  DOCUMENT CROSS-

REFERENCE

ED VALUE INDICATORS

ED CATEGORY

4 Small Business 
Promotion

4.1

Design: Percentage of the estimated design spend which 
would be subcontracted to Black Owned Qualifying Small 
Enterprises [QSEs], Exempt Micro Enterprises [EME's] and 
start-up enterprises with annual turnover of less than R35 
million 

4.2

Build (Construction): Percentage of the estimated construction 
value which would be subcontracted to Black Owned 
Qualifying Small Enterprises [QSEs], Exempt Micro Enterprises 
[EME's] and start-up enterprises with annual turnover of less 
than R35 million 

4.3

Design: Percentage of the estimated design spend which 
would be procured from Black Owned Qualifying Small 
Enterprises [QSEs], Exempt Micro Enterprises [EME's] and 
start-up enterprises with annual turnover of less than R35 
million 

4.4

Build (Construction): Percentage of the estimated construction 
value which would be procured from Black Owned Qualifying 
Small Enterprises [QSEs], Exempt Micro Enterprises [EME's] 
and start-up enterprises with annual turnover of less than R35 
million 

5
Regional  

Development/ 
Local to site

5.1
Design: Percentage of the estimated design spend which will 
be spent within the Region

5.2
Build (Construction): Percentage of the estimated construction 
value which will be spent within the Region

5.3
Build (Procurement of Equipment): Percentage of the 
estimated  equipment spend which will be spent within the 
Region

5.4
Build (Procurement of Raw Materials): Percentage of the 
estimated raw materials (for construction) spend which would 
be spent within the Region

5.5
Design & Build: Total Number and Rand Value of people to 
be employed within the region of construction over the design 
and construction phase

5.5.1
Design & Build -Of the 5.5 above please indicate: Number of 
black people to be employed within the region of construction 
over the design and construction phase

5.5.2
Design & Build -Of the 5.5 above please indicate: Number of 
black women to be employed within the region of construction 
over the design and construction phase

5.5.3
Design & Build -Of the 5.5 above please indicate: Number of 
black youth to be employed within the region of construction 
over the design and construction phase

5.5.4
Design & Build -Of the 5.5 above please indicate: Number of 
black people with disabilities to be employed within the region 
of construction over the design and construction phase

These ED value measurements give an indication of your commitment to developing small businesses in line with the Government’s New Growth Path [NGP] and B-BBEE 
requirements

The Service Provider’s planned use of regional labour and businesses will contribute to the Government’s NGP objectives and result in supply chain efficiencies. 
Commitment to rural development will result in poverty alleviation, thereby contributing to development objectives. This development must be sustainable in order to 
have a long-term and meaningful impact.
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 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO
ED BID  DOCUMENT CROSS-

REFERENCE

ED VALUE INDICATORS

ED CATEGORY

R 0.00

%

ESTIMATED  RAND VALUE TOTAL OF ECONOMIC DEVELOPMENT COMMITMENT :  

ECONOMIC DEVELOPMENT COMMITMENT EXPRESSED AS A PERCENTAGE OF ESTIMATED CONTRACT VALUE :
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 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ECONOMIC DEVELOPMENT VALUE SUMMARY Annexure II

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO ED BID  DOCUMENT CROSS-REFERENCE

1
Capability and 

Capacity Building

1.1
Operations and Maintenance: Indicate percentage of projected 
operations and maintenance spend which will be 
subcontracted to South African suppliers 

1.1.1
Operations and Maintenance: Indicate the percentage of 
projected operations and maintenance spend which will be 
subcontracted to Black Owned companies

1.1.2
Operations and Maintenance: Indicate the percentage of 
projected operations and maintenance spend which will be 
subcontracted to Black Women Owned companies

1.2
Operations and Maintenance: Indicate percentage of projected 
operations and maintenance spend which will be as a result of 
a joint venture with South African suppliers 

1.2.1
Operations and Maintenance: Indicate the percentage of 
projected operations and maintenance spend which will be as 
a result of a joint venture with Black Owned companies

1.2.2

Operations and Maintenance: Indicate the percentage of 
projected operations and maintenance spend which will be as 
a result of a joint venture with Black Women Owned 
companies

2 Skills Development

2.1
Operations and Maintenance: Indicate percentage of estimated 
EBITDA to be spent on training of Black People over the 
operations period of the contract

2.1.1
Operations and Maintenance: Indicate percentage of estimated 
EBITDA to be spent on training of Black men over the 
operations period of the contract

2.1.2
Operations and Maintenance: Indicate percentage of estimated 
EBITDA to be spent on training of Black Women over the 
operations period of the contract 

2.1.3

Operations and Maintenance: Indicate percentage of estimated 
EBITDA to be spent on training of Black Youths over the 
operations period of the contract [where “Youth” means 
individuals between the ages of 18 - 35 years]

2.1.4
Operations and Maintenance: Indicate percentage of estimated 
EBITDA to be spent on training of Black people with 
disabilities over the operations period of the contract 

2.2
Operations and Maintenance: Is the level of the training 
offered above in compliance with the National Qualification 
Framework guidelines [NQF]? - Yes / No 

2.3

Number  and Rand value  of higher education bursaries and/or 
scholarships to be offered by your company over the 20 year 
concession period of the contract [provide details in your SD 
Bid Document]

2.4

Of the number listed above, indicate the number and Number 
and Rand Value of higher education bursaries and/or 
scholarships to be offered in the engineering (or related) field 
to Black people from Rural Areas within the Eastern Cape

Respondents must complete this Annexure II which summarises your Economic Development [ ED ] Bid Document and related value commitments. 

Capability and capacity building refers specifically to industrial development in South Africa that focuses on value-add activities of the South African industry through manufacturing or 
service-related functions

ED VALUE INDICATORS

Please insert the ED Value Indicators in the table below. Cross-reference the Value Indicators quoted under the column heading “ED BID DOCUMENT CROSS-REFERENCE”  with the corresponding section in your ED Bid Document. 

ED CATEGORY

New skills development initiatives indicate your company’s commitment to skills education, and how this would match with targeted groups. Consideration needs to be directed towards 
the adequate quality and value of proposed skills development to allow for better evaluation in line with Government objectives

Page 1 of 3
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 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO ED BID  DOCUMENT CROSS-REFERENCE

ED VALUE INDICATORS

ED CATEGORY

3 Job Creation

3.1

Operations and Maintenance: TOTAL Number and Rand value 
of new jobs to be created, relating to the primary operations 
of the liquid bulk terminal, excluding ad-hoc services due to 
award of this contract over the Operations and Maintenance 
phase of the contract:

3.1.1
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black men over the contract 
period

3.1.2
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black Women over the 
contract period

3.1.3
Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black People with 
Disabilities over the contract period

3.1.4

Of the jobs indicated in 3.1 above, Indicate the number of new 
jobs which will be created for Black Youths over the contract 
period[where “Youth” means individuals between the ages of 
18 - 35 years] over the contract period

3.2

Operations and Maintenance: TOTAL Number and Rand value 
of new jobs to be created, relating to ad-hoc services (e.g. 
secondary uses, retail, restaurant and entertainment facilities 
etc.) due to award of this contract over the Operations and 
Maintenance phase of the contract:

3.2.1
Of the jobs indicated in 3.2 above, Indicate the number of new 
jobs which will be created for Black men over the contract 
period

3.2.2
Of the jobs indicated in 3.2 above, Indicate the number of new 
jobs which will be created for Black Women over the 
contract period

3.2.3
Of the jobs indicated in 3.2 above, Indicate the number of new 
jobs which will be created for Black People with 
Disabilities over the contract period

3.2.4

Of the jobs indicated in 3.2 above, Indicate the number of new 
jobs which will be created for Black Youths over the contract 
period[where “Youth” means individuals between the ages of 
18 - 35 years] over the contract period

*Where “Black”   means South African Blacks, Coloureds and Indians, as defined in the B-BBEE Act, 53 of 2003

The potential for job creation directly due to the award of this Contract allows for assessment of your company’s intentions in terms of the Government’s objective to increase labour 
absorption  focusing on unskilled workers and the youth

*Where one job is calculated as one person employed for 12 months in a year, where one month equates to 160 hours of work. Therefore 
one full time job represents 1920 hours per year. 

Page 2 of 3



 Transnet Request for Proposal RFP No TRE 
 for the Supply of Carbon Steel

ED MEASUREMENT NUMBER PERCENTAGE RAND VALUE YES/NO ED BID  DOCUMENT CROSS-REFERENCE

ED VALUE INDICATORS

ED CATEGORY

4 Small Business 
Promotion

4.1

Operations and Maintenance: Percentage of projected 
operations and maintenance spend which will be as a result of 
a joint venture with Black Owned QSEs, EMEs and start-up 
enterprises with annual turnover of less than R35 million over 
the operations and maintenance phase of the contract period

4.2

Operations and Maintenance: Percentage of projected 
operations and maintenance spend which will be 
subcontracted to Black Owned QSEs, EMEs and start-up 
enterprises with annual turnover of less than R35 million over 
the operations and maintenance phase of the contract period

5
Regional  

Development/ 
Local to site

5.1
Operations and Maintenance: Total Number of people to be 
employed within the region over the operations and 
maintenance

5.2
Operations and Maintenance -Of the 5.1 above please indicate: 
Number of black people to be employed within the region of 
operation over the operations and maintanance phase

5.3
Operations and Maintenance -Of the 5.1 above please indicate: 
Number of black men to be employed within the region of 
operation over the operations and maintanance phase

5.4
Operations and Maintenance -Of the 5.1 above please indicate: 
Number of black women to be employed within the region of 
operation over the operations and maintanance phase

5.5

Operations and Maintenance -Of the 5.1 above please indicate: 
Number of black people with disabilities to be employed 
within the region of operation over the operations and 
maintanance phase

5.6
Operations and Maintenance: Percentage of Outsourced 
functions which will be conducted by businesses within the 
Region

R 0.00

%

ESTIMATED  RAND VALUE TOTAL OF ECONOMIC DEVELOPMENT COMMITMENT :  

ECONOMIC DEVELOPMENT COMMITMENT EXPRESSED AS A PERCENTAGE OF ESTIMATED CONTRACT VALUE :

These SD value measurements give an indication of your commitment to developing small businesses in line with the Government’s New Growth Path [NGP] and B-BBEE requirements

The Service Provider’s planned use of regional labour and businesses will contribute to the Government’s NGP objectives and result in supply chain efficiencies. Commitment to rural 
development will result in poverty alleviation, thereby contributing to development objectives. This development must be sustainable in order to have a long-term and meaningful 
impact.
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Annexure VV 

 

 

DRAFT TERMINAL OPERATOR AGREEMENT IN RESPECT OF THE LNG TERMINAL AND 

REGASIFICATION FACILITY AT SOUTHDUNES IN THE PORT OF RICHARDS BAY 

between 

TRANSNET NATIONAL PORTS AUTHORITY, a division of TRANSNET SOC LTD 

(registration number 1990/000900/06) 

and 

[NAME OF TERMINAL OPERATOR TO BE INSERTED] 

(registration number [●]) 

 

 

 

 

Note to Bidders:   

 

1. All Bidders and to note the provisions of clause 19.4 and 19.5 of the RFP and are reminded to submit 

“marked up” versions of the negotiable clauses of this Terminal Operator Agreement. 

 

2. As the Terminal Operator Agreement has been drafted in B general terms, TNPA reserves the right 

to amend or vary any of the terms of this Terminal Operator Agreement to ensure alignment with the 

preferred Bidders Business Case and the commercial risk allocation between the TNPA and the 

Preferred Bidder. 

 

3. Schedule 25 (Financiers Direct Agreement, will be negotiated and agreed between the TNPA, the 

Preferred Bidder and the Lenders of the Preferred Bidder should third party finance be provided to 

undertake the project. This Financiers Direct Finance Agreement and the negotiable clauses of the 

Terminal Operator Agreement will be revised to ensure consistency between Terminal Operator 

Agreement and the Financiers Direct Finance Agreement. 
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PART I – GENERAL PROVISIONS 

1. Definitions and Interpretation 

1.1 In this Agreement and its Schedules, the following terms shall, unless inconsistent with the 

context in which they appear, have the following meanings and cognate expressions shall 

bear corresponding meanings: 

1.1.1.  “Act” -  the National Ports Act, 12 of 2005; 

1.1.2. “Actual Operations 

Commencement Date" 

- the date of Operation Commencement as 

stated in the Operations Certificate issued by 

the Independent Certifier in accordance with 

clause 29.3 (approval to provide Services); 

1.1.3. “Agent - the agent bank appointed by the Lenders as 

their agent; 

1.1.4. “Agreed Interest Rate”   

1.1.5. “this Agreement” - this Terminal Operator Agreement and its 

schedules, as amended, extended, replaced 

and varied from time to time 

1.1.6. “Associated 

Agreement” 

- the Construction Agreement, the Operations 

Agreement, [the Charter Agreement, the 

Management Agreement,] [the Terminal Use 

Agreements], the Constitutional Documents 

and any other agreements entered into by 

the Terminal Operator in respect of the 

Project (other than the Financing 

Agreements) that the TNPA may designate 

as falling within this clause 1.1.6 

1.1.7. "Base Case Equity 

 IRR" 

- the nominal post-tax internal rate of return on 

Equity over the full period up to the expiry of 

the Term as specified in the Financial Model 

at the Effective Date; 

1.1.8.  “B-BBEE” - Broad-Based Black Economic 

Empowerment 



PoRB LNG RFP 25 /11/2022 Annexure VV 

8 
 

1.1.9.  "Berth" 

  

- the berth 207 to be located at South Dunes 

in the Port as demarcated in Schedule 12; 

1.1.10  "Bidder" - means a Bidder, who having received an 

RFP, responds thereto by submitting a Bid 

Response to undertake the Project 

1.1.1.  "Bid Response" - the bid submitted by a Bidder in response to 

the RFP; 

1.1.2.  “Briefing Note” -  any document issued in writing by the TNPA 

that amended the RFP issued by the TNPA 

in respect of the Project; 

1.1.3.  “Business Day” - means any Day other than a Saturday, 

Sunday or gazetted national public holiday in 

South Africa; 

1.1.4.  “Business Case” - means the business case relating to the 

Project as prepared by the Terminal 

Operator and approved by the TNPA 

1.1.5.  “Cargo” - means a quantity of LNG expressed in 

MMBTU carried by an LNG Carrier to be 

loaded at the LNG Terminal.  

1.1.6.  "Change in Control" - any change whatsoever in Control whether 

effected directly or indirectly, excluding any 

change of Control in respect of a company 

listed on a stock exchange; 

1.1.7.  "Change in Law"  

- 

means:  

any enactment, promulgation, execution, 

ratification or issue of any new Law or any 

change, amendment, alteration, 

modification, repeal or commencement of 

any existing Law, or any change in the 

interpretation or application of any Law, by a 

competent court, tribunal or legislature in 

South Africa, other than any Law which, at 

the Effective Date, has been published in a 
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bill or draft statutory instrument and is 

available for public scrutiny, to the extent 

such Law is enacted in the form so 

published;  or 

  - any enactment, promulgation, execution, 

ratification or issue of any new Law or any 

change, amendment, alteration, 

modification, repeal or commencement of 

any existing Law, or any change in the 

interpretation or application of any Law, by a 

competent court, tribunal or legislature in 

South Africa, other than any Law which, at 

the Effective Date, has been published in a 

bill or draft statutory instrument and is 

available for public scrutiny, to the extent 

such Law is enacted in the form so 

published;  or; 

  - any change in any requirement in relation to 

any Consent as a result of any administrative 

action which is contrary to the interpretation 

thereof which existed and was generally 

accepted at the Effective Date, 

   in each case coming into effect after the 

Effective Date 

1.1.8.  "Charter  

 Agreement" 

- means the charter agreement entered into 

between the Terminal Operator and the 

FSRU / FSU Supplier and or Owner on or by 

the Effective Date; 

1.1.9.  “Claims” - means any and all suits, sanctions, legal 

proceedings, claims, assessments, 

judgments, damages, penalties, fines, 

liabilities, demands and or losses by, on 

behalf of or in favour of any third party; 
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1.1.10.  “Codes” - means, as may be applicable, any code in 

respect of electricity generation, dispatch, 

scheduling, communications, distribution or 

transmission as published by NERSA from 

time to time 

1.1.11.  “Common User 

Terminal 

Infrastructure” 

- means loading arms, pipe racks, pipelines, 

interconnection manifolds, flow meters and 

the like as is more fully described in the D & 

C Specifications. 

1.1.12.  “Companies Act” - the Companies Act, 71 of 2008 and where 

relevant, applicable provisions of the 

Companies Act No. 61 of 1973 

1.1.13.  “Company” - a private company incorporated in the 

Republic of South Africa, in terms of the 

relevant Companies Act; 

1.1.14.  “Compensation Event” - any breach by the TNPA of any of its 

obligations under this Agreement (save for 

any breach that constitutes the TNPA 

Default), and to the extent in each case that 

the breach is not caused or contributed to by 

the Terminal Operator or any of its 

Subcontractors, and any other event that is 

designated in this Agreement to be dealt with 

in accordance with clause 41 

(Consequences of a Compensation Event); 

1.1.15.  “Completion 

Certificate” 

- the certificate to be issued by the 

Independent Certifier in terms of clause 28.4 

(completion of Construction Works) upon the 

completion of the Construction Works; 

1.1.16.  “Conduit Shareholder” - means an entity that is established for the 

purpose only to hold Equity in a member of 

the Terminal Operator and or equity in other 

entities undertaking projects similar to the 

Project; 
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1.1.17.  “Confidential 

Information” 

- has the meaning ascribed to it in clause 55 

1.1.18.  “Consents” - all consents, permissions, permits, 

clearances, authorisations, approvals, 

rulings, exemptions, registrations, filings, 

decisions, licences, required to be issued by 

or made with or from any Responsible 

Authority, which is required from time to time 

in respect of the Project or to be held by the 

Terminal Operator or which has any impact 

(whether direct or indirect) on the Project or 

the Terminal Operator 

1.1.19.  “Constitution” - the Constitution of the Republic of South 

Africa, 1996 

1.1.20.  “Constitutional 

Documents” 

- the Terminal Operator's memorandum of 

incorporation and registration certificate, as 

well as the shareholders' agreement, equity 

subscription agreements and equity 

guarantees entered into and provided in 

respect of the Terminal Operator and any 

documents or agreements in respect of any 

debentures issued by the Terminal Operator, 

all of which are attached to this Agreement 

as Schedule 3 and the terms all of which are 

to be to the satisfaction of the TNPA; 

1.1.21.  “Construction 

Agreement” 

- each and every written agreement to be 

entered into between the Terminal Operator 

and the Construction Contractor in respect of 

any of the Construction Works, which 

agreement shall, in respect of the 

Construction Works, be in substantially the 

same form and content as the agreement 

attached hereto as Schedule 4 
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1.1.22.  “Construction 

Completion” 

- the execution of the Construction Works that 

are required for the use of the Terminal 

Facility and for the Services to be provided in 

safety; 

1.1.23.  “Construction 

Contractor” 

- the person who is appointed as the 

construction contractor by the Terminal 

Operator in the Construction Agreement in 

force at the relevant time and any 

replacement or successor-in-title of such 

person; 

1.1.24.  “Construction 

Documents  

- all documents, drawings, data, reports, 

specifications, bill of quantities and other 

information (whether in printed form or in 

electronic form) produced in respect of the 

Construction Works 

1.1.25.  “Construction Period” - the period commencing on the Effective Date 

and terminating on the issue of the 

Completion Certificate, and shall not be for a 

period longer than 18 to 24 months, unless 

otherwise agreed 

1.1.26.  “Construction 

Performance 

Guarantee” 

- the performance guarantee to be issued by a 

financial institution, of whom the TNPA 

approves on behalf of the Construction 

Contractor in respect of the Construction 

Works in favour of the Terminal Operator, 

substantially in the form of the guarantee 

attached to this Agreement as Schedule 14 

and which is to be on terms to the satisfaction 

of the TNPA; 

1.1.27.  “Construction Works” - the construction works and any other design, 

construction, equipping and commissioning 

of and in respect of the Terminal Facility 

pursuant to the Operating Rights but 

excluding the Operation and Maintenance. 
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1.1.28. “ “Contract Year” - means each twelve (12) Month period, 

commencing at 00:00 hours on 1 April and 

ending at 24:00 hours on 31 March of the 

following year, provided that: 

  - the first Contract Year shall commence at 

00:00 hours on the first day of the Operations 

Period, or otherwise at 00:00 hours on the 

Commercial Operation Date, and shall end at 

24:00 hours on 31 March of the following 

year;  and; 

  - the final Contract Year shall end at 24:00 

hours on the Termination Date 

1.1.29.  “Control” - the power, directly or indirectly, to direct or 

cause the direction of the management and 

policies of a person, whether through the 

ownership of voting securities or any interest 

carrying voting rights, or to appoint or 

remove or cause the appointment or removal 

of any directors (or equivalent officials) or 

those of its directors (or equivalent officials) 

holding the majority of the voting rights on its 

board of directors (or equivalent body), 

whether by contract or otherwise, and 

"Controlled" shall be construed accordingly 

1.1.30. C

or

ru

pt 

“Corrupt Act” - means any offence involving any act of 

corruption or corrupt activities contemplated 

in the Prevention and Combating of Corrupt 

Activities Act No. 12 of 2004 and or similar 

legislation/law of a foreign jurisdiction. 

1.1.31.  “CPI” - means the consumer price inflation 

1.1.32.  “Day” - any period of 24 (twenty-four) hours that 

starts at 00h01 and ends at 24h00; 
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1.1.33.  “D & C Specifications”  - the design and construction specifications 

detailed in Schedule 1; 

1.1.34.  “Debt” - means, at any date, all amounts due and 

payable by the Terminal Operator that are 

outstanding under the Financing 

Agreements at that date, excluding 

Shareholder Loans or interest thereon and 

all default interest;  

1.1.35.  “Decommissioning 

Costs” 

- the costs of decommissioning each of the 

Terminal Infrastructure upon the termination 

of this agreement, whether prematurely or 

due to the effluxion of time, which costs are 

detailed, in respect of each Contract Year, in 

the Financial Model, which costs must, at a 

minimum, include the costs of undertaking 

the following: 

(a) the rehabilitation of the adverse 

environmental impacts of the listed 

or specified activities detailed in the 

environmental consents; 

(b) engagement with all necessary 

stakeholders and Responsible 

Authorities, TNPA and relevant port 

users;  

(c) rehabilitation of the impacts of 

making the Terminal available and 

the generation and dispatch of 

Energy Output, including;  

(i) the pumping, treatment and 

storage of any waste material;  

(ii) the handling and storage of 

fuel (if applicable);  
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(iii) the pumping, storage and 

containment of fuel oil;  

(iv) any other waste or 

hazardous material including 

asbestos, insulation, other oils, 

grease, industrial gases, PCBs, 

heavy metals and chemicals; 

and; 

(v) polluted or extraneous 

water; 

(d) removal and disposal of waste, 

including any waste associated with 

any battery or other storage 

technologies; 

(e) securing, making safe, 

decommissioning, isolation and 

closure of the LNG Terminal and 

supporting infrastructure; 

(f) remediation of latent or residual 

environmental impacts which are 

presently identifiable pursuant to 

the Consents; 

(g) demolition and removal of buildings, 

structures, plant, equipment and 

other objects including subsurface, 

foundations and services; 

(h) rehabilitation of the Project Site, in 

respect of each Facility comprising 

the Project, any or all of the Facility 

Site(s) making up the Project, 

including capping and covering if 

necessary and landscaping; 
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(i) consideration and management of 

the heritage requirements; 

(j) compliance with all Laws applicable 

to the decommissioning, demolition 

or rehabilitation process; 

(k) monitoring of residual risks such as 

dam condition and leachate; 

(l) obtaining all necessary permits or 

approvals for decommissioning, 

demolition, remediation and 

rehabilitation; and; 

(m) remediation of any other negative 

environmental impacts. 

1.1.36.  “Decommissioning 

Bank Guarantee” 

- means a bank guarantee issued by a 

financial institution that meets the TNPA's 

satisfaction, not to be unreasonably withheld, 

and substantially in the form of the bank 

guarantee attached hereto as Schedule 9 

(Form of Decommissioning Costs Bank 

Guarantee); 

1.1.37.  “Decommissioning 

Reserve” 

- means one or a combination of a S37A Trust 

and or a Decommissioning Cost Bank 

Guarantee; 

1.1.38.  “Detailed Designs  - the detailed design for the Construction 

Works, which is to be prepared by the 

Terminal Operator and reviewed and 

approved by the Independent Certifier, in 

terms of clause 28.1 (performance of 

Preliminary Design and Detailed Design) and 

the Detailed Design Procedure; 

1.1.39.  “Detailed Design 

Procedure” 

- the procedure in respect of the preparation 

and approval of the Detailed Design that is 

contained in the D&C Specifications 
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1.1.40.   “Direct Agreement” - he Direct Agreement to be entered into 

between the TNPA, the Terminal Operator 

and the Lenders, which shall be substantially 

in the form and substance of the agreement 

attached to this Agreement as Schedule 7 

1.1.41.  “Effective Date” - the date on which this Agreement has been 

duly executed by each of the Parties; 

1.1.42.  “Energy” - means electrical energy generated by the 

power generation facility as may be 

applicable, as the case may be, and 

measured in MWh; 

1.1.43.  “Environment”  the surroundings within which humans exist 

and that are made up of: 

(a) the land, water and atmosphere of 

the earth; 

(b) micro-organisms, plant and animal 

life; 

(c) any part or combination of (a) and 

(b) and the interrelationships among 

and between them; and 

(d) the physical, chemical, aesthetic and 

cultural properties and conditions of 

the foregoing that influence human 

health and well-being;  

1.1.44.  “Environmental 

Authorisation” 

 any authorisations or consents to be 

obtained from the Responsible Authority in 

compliance with the Environmental Laws in 

order to perform the Project Deliverables 

1.1.45.  “Environmental Laws”  means any Laws designed to: 

(a) protect ecosystems and dependant 

animal and plant species; 
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(b) regulate the harm caused to the 

environment and or public health by 

pollution or degradation;  or 

(c) regulate the generation, handling, 

storage, use, release, emission or 

spillage of any substance which, 

alone or in combination with any 

other, is capable of causing harm to 

the environment, including, without 

limitation, any waste; 

1.1.46.  “Environmental 

Management Plan” 

 the environmental management plan and 

system prepared in respect of the Project for 

the monitoring and management of 

environmental issues raised as a result of the 

Environmental Impact Assessment and 

based on the TNPA's environmental policy 

and any Environmental Consents issued in 

respect of the Project pursuant to the 

Environment and the Environmental Laws; 

1.1.47.  “Equity”  the entire issued share capital of and 

Shareholder Loans to the Terminal Operator; 

1.1.48.  “Expiry Date” - the expiry date of the Terminal Operator 

Agreement; 

1.1.49.  “Final Maintenance 

Guarantee”  

- the final maintenance guarantee to be issued 

by a financial institution (of whom the TNPA 

approves) on behalf of the Operator in favour 

of the Terminal Operator, substantially in the 

form of the guarantee attached to this 

Agreement as Schedule 16 and shall be on 

terms to the TNPA's satisfaction; 

1.1.50.  “Finance Agreements” - Agreements relating to the Debt payable by 

the Terminal Operator to the Lenders as the 
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Effect Date and excluding all amendments 

thereto not approved by the TNPA 

1.1.51.   “Financial Model” - means the financial base case for the Project 

as reflected in the computer model to be 

attached to this Agreement on an electronic 

storage device that can be used to store 

data, as provided for in Schedule 5 (Financial 

Model), which model incorporates the 

forecast cash flow statements of the 

Terminal Operator including all expenditure, 

revenues, taxation and financing of the 

Construction, Operation and Maintenance of 

the Facility together with the income 

statements and balance sheets for the 

Terminal Operator over the Term, and details 

of all assumptions, calculations and 

methodology used in the compilation thereof; 

1.1.52.  “Force Majeure” - any act, event or circumstance or any 

combination of acts, events or circumstances 

which: 

(a) is beyond the reasonable control of 

the Affected Party; 

(b) is without fault or negligence on the 

part of the Affected Party and is not 

the direct or indirect result of a 

breach by the Affected Party of any 

of its obligations under any Project 

Documents; 

(c) could not have been (including by 

reasonable anticipation) avoided or 

overcome by the Affected Party, 

acting in accordance with the 
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standards of a Reasonable and 

Prudent Operator; 

(d) prevents, hinders or delays the 

Affected Party in its performance of 

all (or part) of its obligations under 

this Agreement 

  - Without limiting the generality of the 

foregoing, a Force Majeure Event may 

include any of the following acts, events or 

circumstances, but only to the extent that it 

satisfies the requirements set out in 

subclauses (a) and (b) above: 

(e) any action or failure to act by a 

Responsible Authority, including 

without limitation, any Consent or 

Supplier Consent (a) ceasing to 

remain in full force and effect other 

than in accordance with the terms 

and conditions upon which it was 

issued or by reason of the failure of 

the holder thereof to comply with any 

of its terms or conditions or (b) not 

being issued or renewed upon 

application having been properly 

made; 

(f) lightning, fire, earthquake, tsunami, 

drought, unusual flood, storm, 

cyclone, typhoon, tornado or other 

natural calamity or act of God; 

(g)  epidemic or plague; 

(h) strikes, lock outs and other industrial 

action other than by employees of 

the Affected Party or of any Affiliate 
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or of any contractor of the Affected 

Party or of any Affiliate; 

(i) accidents or explosions; 

(j) acts of war whether declared or not, 

invasion, armed conflict, act of 

foreign enemy or blockade in each 

case occurring within or involving the 

Republic of South Africa; 

(k) acts of rebellion, riot, civil 

commotion, act or campaign of 

terrorism, or sabotage of a political 

nature, in each case occurring within 

the Republic of South Africa; 

(l) boycott, sanction or embargo; 

(m) any natural event, disaster or Act of 

God, (which includes but is not 

limited to cyclone, drought, fire, 

lightning, earthquake, explosion, 

tsunami, tempest, unusual flood, 

violent storm, typhoon, tornado, 

ionising radiation, epidemic or 

plague);  or 

   each such act, event or circumstance or 

combination thereof being a Force Majeure 

Event, provided always that the following 

shall not constitute Force Majeure: 

(n) failure of either Party to make any 

payment of money in accordance 

with its obligations under this 

Agreement; 

(o) late delivery of fuel, equipment, 

machinery, plant, spare parts or 

materials caused by negligent 
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conduct or wilful misconduct on the 

part of the Affected Party or any of 

its Suppliers or contractors; 

(p) late performance by either Party, 

caused by such Party’s or such 

Party’s Subcontractor’s failure to 

engage qualified Subcontractors 

and suppliers or to hire an adequate 

number of personnel or labour;  

(q) mechanical or electrical breakdown 

or failure of equipment, machinery or 

plant owned or operated by either 

Party due to the manner in which 

such equipment, machinery or plant 

has been operated or maintained; 

(r) delays resulting from reasonably 

foreseeable unfavourable weather 

or reasonably foreseeable 

unsuitable ground conditions or 

other similar reasonably foreseeable 

adverse conditions; 

(s) any failure by the Affected Party to 

obtain and/or maintain or cause to 

be obtained or and maintained any 

Consent; 

(t) strikes, lockouts and other industrial 

action by the employees of the 

Affected Party, any of its Affiliates or 

any contractor of the Affected Party 

or of any Affiliate, unless such action 

is part of any wider industrial action 

involving a significant section of the 

public sector, the public 

administration, the construction 
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industry or the electricity supply 

sector;  

(u) wear and tear or random flaws in 

materials and equipment or 

breakdown in or degradation of 

equipment or machinery of the 

Affected Party; 

(v) an event, circumstance or situation 

that arises as a direct or indirect 

result of any appeal or review being 

lodged against any amendment to 

any of the Consents issued in terms 

of any Environmental Laws; 

(w)  an event, circumstance or situation 

that arises as a direct or indirect 

result of the Terminal Operator's 

failure to obtain the conversion of its 

provisional air emissions licence into 

a final air emissions licence, in terms 

of the Environmental Laws, due to its 

failure to comply with the terms and 

conditions of the provisional air 

emissions licence; 

(x) an event, circumstance or situation 

that arises as a direct or indirect 

result of any Responsible Authority 

imposing additional conditions on 

the Terminal Operator in terms of 

any Consents issued in terms of any 

Environmental Laws, pursuant to a 

review by the Responsible Authority 

of the Terminal Operator's 

provisional or final air emissions 

licence or waste management 

licence;  or 



PoRB LNG RFP 25 /11/2022 Annexure VV 

24 
 

(y) an event, circumstance or situation 

that arises as a direct or indirect 

result of the Responsible Authority 

declaring the area in which the 

Project Site is situated as an air 

pollution priority area and imposing 

additional requirements on the 

Terminal Operator in terms of its air 

emissions licence to align with the 

air quality management plan for that 

area; 

1.1.53.  “Force Majeure Event” - any event of Force Majeure as more fully 

described in 1.1.62 above 

1.1.54.  “FSRU” - means the LNG floating storage and 

regasification unit; 

1.1.55.  “FSU” - a floating storage unit with onshore 

regasification [including modulated solutions 

allowing for future expansions]; 

1.1.56.  “Hazardous 

Substances” 

- means: 

(a) any petroleum or petroleum 

products, radioactive materials, 

asbestos in any form, urea 

formaldehyde foam insulation, 

transformers or other equipment 

that contain dielectric fluid 

containing regulated levels of 

polychlorinated biphenyls (PCBs) 

and radon gas; and 

(b) any pollutants, contaminants, 

pesticides, chemicals, materials or 

other substances (including any 

special, dangerous or toxic wastes) 

defined as or included in the 

definition of "pollutant", "hazardous 
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substances", 'hazardous wastes", 

"hazardous materials", "extremely 

hazardous wastes", "restricted 

hazardous wastes", "toxic 

substances", "toxic pollutants", or 

other words of similar import, by 

any Responsible Authority. 

1.1.57.  “IFRS” - means the International Financial Reporting 

Standards; 

1.1.58.  “Independent Certifier” - the person appointed by the Terminal 

Operator in respect of the Project, and 

whose duties are specified in this Agreement 

under clause 27. (Independent Certifier), the 

Construction Agreement, the Operations 

Agreement and the Independent Certifier 

Agreement; 

1.1.59.  “Independent Certifier 

Agreement” 

- the agreement entered into between the  

Terminal Operator and the Independent 

Certifier 

1.1.60.  “Independent Expert” - shall mean: 

(a) an accountant of not less than 10 

(ten) years professional experience 

or investment banker agreed to 

between the Parties, and failing 

agreement nominated (at the 

request of either Party) by the 

President for the time being of the 

South African Institute of Chartered 

Accountants: Northern Region, if the 

matter relates primarily to a financial 

matter;  or 

(b) an attorney or advocate of not less 

than 10 (ten) years professional 

experience agreed to between the 

Parties, and failing agreement 
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nominated (at the request of either 

Party) by the Chairman for the time 

being of the Law Society of the 

Northern Provinces, if the matter 

relates primarily to a legal matter;  or 

(c) an engineer of not less than 10 (ten) 

years professional experience 

agreed to between the Parties and 

failing agreement nominated (at the 

request of either Party) by the 

President for the time being of the 

Engineering Council of South Africa, 

if the matter relates primarily to an 

engineering matter;  or 

(d) a port LNG Terminal / Terminal 

Equipment manager of not less than 

10 (ten) years professional 

experience agreed to between the 

Parties and failing agreement 

nominated (at the request of any 

Party) by the President for the time 

being of South African Facilities 

Management Association, if the 

matter relates primarily to a port 

facilities management matter; 

1.1.61.  “Intellectual Property 

Rights”  

- all registered or unregistered trademarks, 

service marks, patents, design rights 

(whether the aforementioned rights are 

registered, unregistered or formed pending 

applications), utility models, applications for 

any of the a foregoing, copyrights (including 

copyright in any software programmes, data 

and documents), database rights, the sui 

generis rights of extraction relating to 

databases and any similar or analogous 

rights to any of the above, whether arising or 
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granted under the Laws or any other 

jurisdiction; 

1.1.62.  “Insurance” - the project insurance that the Terminal 

Operator is required to purchase and 

maintain in terms of clause 16 (Project 

Insurance); 

1.1.63.  “International Best 

Practice” 

- in relation to the design, construction, 

equipping and commissioning of the 

Terminal Facility, and in relation to the 

provision of the Operation and Maintenance 

and the Services, the exercise of that degree 

of skill, diligence, prudence, foresight and 

operating practice that would reasonably and 

ordinarily be expected from a skilled and 

experienced person engaged in providing a 

facility similar to the Terminal Facility or the 

same type of business as the Services 

(irrespective of whether or not that facility or 

that business is conducted by or on behalf of 

any organ of State), under the same or 

similar circumstances; 

1.1.64.  “Laws” - the Constitution, the common law, 

Legislation, and all judicial decisions and any 

notifications or other similar directives made 

pursuant thereto that have the force of law, 

issued by any executive, legislative, judicial 

or administrative entity in the Republic of 

South Africa or by the TNPA or the 

municipality in which the Port is located; 

1.1.65.  “Legislation” - all applicable statutes, statutory 

instruments, by-laws, regulations, orders, 

rules, executive orders and other 

secondary, provincial or local legislation, 

treaties, directives and codes of practice 

having the force of law in South Africa; 
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1.1.66.  “Lender” - any funder, other than in its capacity as a 

Member or Shareholder 

1.1.67.  “LNG” - means Liquefied Natural Gas; 

1.1.68.  “LNG Carrier” - means an ocean-going vessel carrying LNG 

which calls at the Port for the purpose of 

discharging Cargo at the LNG Terminal; 

1.1.69.  “LNG Terminal” - means the Port Infrastructure, Common User 

Infrastructure, Terminal Infrastructure and 

Terminal equipment located at the Project 

Site and used for the import, export and or 

transhipment of Cargo.  

1.1.70.  “Long Stop Date” - the date which falls twenty four (24) months 

after the Scheduled Operations 

Commencement Date being the date by 

which the Services must have commenced 

failing which the TNPA shall be entitled to 

terminate this Agreement in accordance with 

the provisions in clause 45 (Terminal 

Operator Default); 

1.1.71.  “Losses” - losses, damages, liabilities, claims, actions, 

proceedings, demands, costs, charges or 

expenses of any nature in respect of the 

Project; 

1.1.72.  “Management 

Agreement” 

- means the operation and management 

agreement entered into between the 

Terminal Operator and the Management 

Company on or by the Effective Date; 
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1.1.73.  “Member” - in relation to any Respondent, any legal entity 

and or natural person which will become a 

Shareholder (either itself or through an 

intermediary entity) once the Project 

Company is incorporated to undertake the 

Project, and if the Project Company has 

already been incorporated, then any 

Shareholder 

1.1.74.  “National Energy 

Regulator Act” 

- means the National Energy Regulator Act 

No. 40 of 2004 

1.1.75.  “NERSA” - the National Energy Regulator of South 

Africa, established pursuant to Section 3 of 

the National Energy Regulator Act; 

1.1.76. “ “Operating 

Performance 

Guarantee” 

 the performance guarantee to be issued by a 

financial institution (of whom the TNPA 

approves) on behalf of the Operator in favour 

of the Terminal Operator, substantially in the 

form of the guarantee attached to this 

Agreement as Schedule 15 and the terms of 

which are to be to the satisfaction of the 

TNPA; 

1.1.77.  “Operating Rights” - all the rights and obligations conferred and 

imposed on the Terminal Operator in terms 

of and pursuant to this Agreement in respect 

of and for the purposes of carrying out the 

Project; 

1.1.78. 1 “Operating 

Specifications” 

- the specifications and standards in 

accordance with which the Services are to be 

provided, the Operation and Maintenance 

conducted and the LNG Terminal is to be 

maintained and upgraded, all of which are 

detailed in Schedule 2 
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1.1.79.  “Operating Term” -   the period for which the Operating Rights are 

granted to the Terminal Operator, which 

period is as detailed in clause 4 (Duration of 

this Agreement); 

1.1.80.  “Operating Term” - all operation and maintenance activities in 

respect of the Project, that are requirements 

in order to provide the Services and for the 

operation and maintenance of the LNG 

Terminal, in accordance with the 

requirements of Schedule 2 of this 

Agreement, the Operating Specifications 

and International Best Practice; 

1.1.81.  “Operation and 

Maintenance” 

- the commencement of the Services 

subsequent to the issue of the Operations 

Certificate in accordance with clause 30.3 

(approval to provide Services); 

1.1.82.  “Parties” - the TNPA and the Terminal Operator 

1.1.83.  “Payment Expert” - a chartered accountant of not less than 10 

(ten) years professional experience or 

investment banker as agreed to between the 

Parties, and failing agreement, nominated 

(at the request of either Party) by the 

President for the time being of the South 

African Institute of Chartered Accountants: 

Northern Region, if the matter relates 

primarily to a financial matter or financial 

management matter 

1.1.84.  “Performance 

Guarantees” 

- the Construction Performance Guarantee, 

the Operating Performance Guarantee and 

the Final Maintenance Guarantee 

1.1.85.  “PFMA” - the Public finance Management Act, 1 of 

1999 
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1.1.86.  “Port Infrastructure” - the basic common use structures of the Port 

of Richards Bay, including the Berths, 

breakwaters, seawalls, channels, basins, 

quay walls, jetties, roads, railways and 

infrastructure used for the provision of water, 

lights, power, sewage and similar services, 

other than the Terminal Infrastructure 

1.1.87. N “Port Rules” - any rules, by-laws, regulations and 

delegated legislation issued from time to time 

in respect of the operate of the Port 

specifically or ports in South Africa generally 

and or in respect of the behaviour, conduct 

and manner of conducting business of users 

of the Port specifically or ports in South 

Africa generally; 

1.1.88.  “Port Users” - any person other than the Terminal 

Operator, organisation and or agency 

utilizing the facilities of the Port and or 

conducting business within the Port limits, 

including shipping lines, vessel agents, 

licenced operators, operators of other 

terminals within the Port and any 

Subcontractor and or any third parties 

authorised to conduct business on behalf of 

any Port User 

1.1.89.  “Preliminary Design” - the preliminary design of the LNG Terminal 

and required Port Infrastructure carried out 

prior to the Effective Date by the Terminal 

Operator in accordance with the Preliminary 

Design Procedure 

1.1.90.  “Preliminary Design 

Procedure” 

- the procedure designated as such in the 

D&C Specifications 

1.1.91.  “Project” - the Design, Development, Financing, 

Construction, Operation, Maintenance of 

Port Infrastructure, Common User 
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Infrastructure, Terminal Infrastructure and 

Terminal Equipment in accordance with the 

terms of this Agreement 

1.1.92.  “Project Company” -  

1.1.93. “ “Project Site” - the site on which the Project will be 

undertaken as demarcated on Schedule 12A 

(Project Site); 

1.1.94.  “Project Deliverables - the deliverables in respect of the design, 

development and commissioning of the 

required Terminal Infrastructure and 

required Port Infrastructure to be undertaken 

by the Terminal Operator, as specified in 

Schedule 8 of this Agreement; 

1.1.95.  “Project Documents”  all drawings, data, books, reports, 

documents, software, source codes and 

manuals and other information, which the 

Terminal Operator, Construction Contractor 

and or Operator has or have been using and 

which are necessary for the Construction 

Works and or continuing Operation and 

Maintenance 

1.1.96.  “Provisional 

Operations Certificate” 

- the certificate to be issued by the 

Independent Certifier prior to Construction 

Completion when, in the reasonable opinion 

of the Independent Certifier, Construction 

Completion is likely to be achieved by the 

Construction Contractor by the date specified 

in the certificate 

1.1.97.  “Rand” - the lawful currency of South Africa 
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1.1.98.  “Reasonable and 

Prudent Terminal 

Operator” 

- a person seeking in good faith to perform its 

contractual obligations and, in so doing and 

in the general conduct of its undertaking, 

exercising that degree of skill, diligence, 

prudence, responsibility and foresight which 

would reasonably and ordinarily be expected 

from a skilled and appropriately experienced 

developer, contractor, owner or operator 

internationally, who is complying with all 

applicable Laws, engaged in the same or a 

similar type of undertaking, in the same or 

similar circumstances and conditions, and 

any references herein to the "standards of a 

Reasonable and Prudent Operator" shall be 

construed accordingly 

1.1.99.  “Refinancing” - at any time after the Signature Date: 

(a) any material amendment, 

assignment, novation, replacement 

or supplementing of any of the 

Finance Agreements and or the 

Constitutional Documents, whether 

independently or in combination with 

any connected arrangements; 

(b) the exercise of any right or grant of 

any waiver, indulgence or approval 

under any of the Finance 

Agreements (other than a Permitted 

Borrowing) and or the Constitutional 

Documents; 

(c) the disposition or encumbering (by 

whatever means) of any rights under 

any of the Finance Agreements and 

or the Constitutional Documents or 

the creation or granting of any other 

benefit or interest in any of the 

Finance Agreements and or the 

Constitutional Documents or any of 
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the Terminal Operator’s other 

contracts, revenues or the Terminal; 

and/or 

(d)  any other arrangements having any 

of the effects in clauses (a) to (c) 

above. 

1.1.100.  “Related Party” - a person who: 

(a) directly, or indirectly through one or 

more intermediaries, controls, or is 

controlled by, a person who holds, at 

least 5% Equity in the Terminal 

Operator; 

(b) is under common control with any 

person who holds at least 5% Equity 

in the Terminal Operator; or 

(c) any person who holds at least 5% 

Equity in the Terminal Operator,  

where "control" in respect of any person 

means the power to direct the management 

and policies of such person, whether through 

the holding of voting rights or the ability to 

nominate and or appoint a majority of the 

directors or through any contractual 

arrangement (whether at Law or pursuant to 

a contractual arrangement) and the term 

"controlled" has a cognitive meaning; 

1.1.101.  “Related Party 

Transaction” 

- any transaction relating in any way directly or 

indirectly to the Project in which the Terminal 

Operator or any Subcontractor of the 

Terminal Operator leases, transfers or 

otherwise disposes of any of its properties or 

assets to, or purchases any property or 

assets from, or enters into any contract, 

agreement, understanding, loan, advance or 
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guarantee with, or for the benefit of, a 

Related Party (other than the Terminal 

Operator), but excluding the Financing 

Agreements; 

1.1.102.  “Responsible 

Authority” 

- any ministry or department, any minister, any 

organ of state, any official in the public 

administration or any other governmental or 

regulatory department, commission, 

institution, entity, service utility, board, 

agency, instrumentality or authority (in each 

case, whether national, provincial or 

municipal) or any court, each having 

jurisdiction over the matter in question 

1.1.103.  ‘Schedules” - the schedules to this Agreement, as 

amended, replaced and varied from time to 

time 

1.1.104.  “Scheduled 

Operations 

Commencement Date” 

-  [insert date], the date stipulated in the 

Programme for Construction Works, set out 

in Schedule 22, as the day after the date on 

which the Operations Certificate is 

scheduled to be issued and the Services are 

due to commence; 

1.1.105.  “Services” - the provision of services at the LNG Terminal  

in respect of the berthing of LNG Carriers at 

the LNG Terminal  at the designated Port 

locations, the unloading and receipt of LNG 

from LNG carriers at the Terminal receipt 

point, storage of the Terminal User's 

inventory and regasification of LNG held in 

storage, transportation of the Gas to the 

delivery point and other activities related to 

performance by the Terminal Operator of 

the foregoing, and including the 

maintenance of the LNG Terminal , which 

services are more fully described in and are 

to be provided in accordance with the 

specifications and standards detailed in 
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Operating Specifications and Schedule 12B 

(Description of the Services);   

1.1.106.  “Shareholders” - means the holders of the Equity, whether 

directly or as a Conduit Shareholder 

1.1.107.  “Signature Date” - the date on which this Agreement has been 

signed by both Parties and, if signed on 

different dates, the last of such dates 

1.1.108.  “South Africa” - the Republic of South Africa;  

1.1.109. S

c 

“Special Loss” - means, in relation to either Party, any loss or 

damage suffered or incurred by it which does 

not constitute a Direct Loss, including 

indirect losses, consequential or special 

losses and wasted or increased overheads; 

1.1.110.  “Subcontractor” - any subcontractor of the Terminal Operator, 

who has contracted directly with the Terminal 

Operator in respect of the Project 

1.1.111.  “Subcontractor and 

Suppliers Cost” 

- the reasonable costs and or losses of a 

Subcontractor or Supplier resulting directly 

from the early termination of its agreement 

with the Terminal Operator which in turn 

arises as a consequence of the early 

termination of this Agreement as a 

consequence of a TNPA Default, but only to 

the extent that:  

(a) such costs are incurred under 

agreements that have been entered 

into in the ordinary course of 

business and on an arms-length and 

otherwise reasonable commercial 

basis; 

(b)  the Subcontractor’s or Supplier's 

losses of profits included in such 

costs, shall be for a period not 
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exceeding 6 (six) months and shall 

not exceed the amount detailed in 

Schedule 23 (Details of 

Subcontractors' and Suppliers' loss 

of profits); and  

(c) each of the Terminal Operator and 

the relevant Subcontractor or 

Supplier has used reasonable 

endeavours to mitigate such costs 

and or losses; 

1.1.112.  “Substitute Entity” - a person duly and properly appointed to be 

the new terminal operator in the place and 

stead of the Terminal Operator in terms of the 

Direct Agreement; 

1.1.113.  “Supplier” - equipment suppliers of the Terminal Operator 

[including the Regasification and Storage 

Unit Provider] 

1.1.114.  ‘Supplier Development 

Plan” 

- the Terminal Operator's Supplier 

Development Plan as set forth in Schedule 

10B hereto 

1.1.115.  “Target Completion 

Date” 

- the date by which Construction Completion 

is, at the Signature Date, intended to occur, 

which date is specified in Schedule 22 

1.1.116.  “Tax” - VAT, any tax, levy, impost, duty or other 

charge or withholding of a similar nature 

(including any related penalty or interest); 

1.1.117.  “Terminal Delivery 

Point” 

- the point of interconnection between the 

LNG Terminal and the downstream pipeline 

at the battery limits of the LNG Terminal 

1.1.118.  “Terminal Equipment” - the assets, including equipment and 

machinery, tanks (whether affixed to the 

Project Site or not), including but not limited 

to the FSU and / or FSRU and any other 
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related regasification facilities that are 

required in order to operate the Terminal; 

1.1.119.  “Terminal 

Infrastructure” 

- the land-based structures including the 

storage facilities, terminal buildings, sheds, 

workshops, substations, surfacing and the 

internal network for the provision of water, 

lights, power, sewerage and similar services 

within the Terminal boundaries demarcated 

in Schedule 12A 

1.1.120.  “Terminal Operator” - [insert name, registration number and 

description of the Terminal Operator]; 

1.1.121.  ‘Terminal Receipt 

Point” 

- the point at the LNG Terminal at which the 

flange coupling of the LNG Terminal ’s 

receiving line joins the flange coupling of the 

LNG unloading manifold on board an LNG 

Carrier 

1.1.122.  “Terminal Use 

Agreement” 

- the agreement between the Terminal 

Operator and each of the Terminal Users in 

respect of the provision of the Services by 

the Terminal Operator 

1.1.123.  “Terminal Users” - the users or customers of the LNG Terminal; 

1.1.124.  “Termination Amount” - the amount payable on termination of this 

Agreement in terms of Part VII 

1.1.125.  “Termination Date” - any dates on which this Agreement is 

terminated in accordance with its terms, 

other than by way of effluxion of time 

1.1.126.  “Third Party Access” - the granting of access to the uncommitted 

capacity in the LNG Terminal to parties other 

than the Project Company on a: 
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(a) commercial basis; and  

(b) transparent, non-discriminatory and 

an arms-length basis in line with 

applicable law; and 

(c) in accordance with the provisions of 

the Gas Act and any Directives and 

or Rules as may be issued by 

NERSA 

1.1.127.  “TNPA” - Transnet National Ports Authority  

1.1.128.  “Unforeseeable 

Conduct” 

- 1.2 such conduct shall occur if, after the 

Signature Date, the TNPA or any 

Responsible Authority takes any action 

(including the introduction, application, or 

change of any law, regulation, by-law or 

order having the force of law) or fails to 

carry out its obligations as prescribed by 

law: 

(a) the principal effect of which is 

directly borne by: 

(i) the Project and not other 

similar transactions; 

(ii) the Terminal Operator and 

not other persons; or 

(iii) parties undertaking port 

terminal operations and not 

other persons; 

1.3 (b) in respect of which the Terminal 

Operator is not entitled to any other 

relief pursuant to any other provisions of 

this Agreement; 
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1.4 (c) which was not foreseen by the 

Terminal Operator on or before the 

Signature Date; and 

1.5 (d) which could not reasonably have 

been foreseen by any person in the 

position of the Terminal Operator on or 

before the Signature Date; 

1.6 provided that: 

1.7 (e) Unforeseeable Conduct shall be 

deemed not to have occurred under 

circumstances where any action or 

omission of the TNPA or Responsible 

Authority is in direct response to any act 

or omission of the Terminal Operator 

which is illegal (other than an act or 

omission rendered illegal by virtue of 

such conduct of the TNPA or 

Responsible Authority) or in violation of 

agreements to which the Terminal 

Operator is a party; 

1.8 (f) an increase in taxes of general 

application which does not discriminate 

against the TNPA or against the TNPA 

and other parties undertaking similar 

transactions shall be deemed not to be 

Unforeseeable Conduct; and 

1.9 (g) Unforeseeable Conduct shall be 

deemed not to have occurred if such 

conduct by the TNPA or any 

Responsible Authority is required as a 

result of an event of Force Majeure and 

is reasonably proportionate thereto; 

1.1.129.  “Utilities” - all facilities serving the public and Port Users 

such as water, electricity, sewage, gas and 
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telecommunications and where appropriate 

includes the relevant provider thereof 

 

1.1. Interpretation 

1.1.1. In this Agreement, unless inconsistent with the context, words referring to: 

1.1.1.1. one gender include a reference to the other genders; 

1.1.1.2. the singular includes the plural and vice versa; 

1.1.1.3. natural persons include juristic persons and vice versa, and "person" 

includes a corporation, company, firm, government, state or agency of a state 

or any association or partnership (whether or not having separate legal 

personality) of any of the foregoing that is recognised by Law as the subject 

of rights and duties, and references to a "person" (or to a word incorporating 

a person) shall be construed so as to include that person's successors in title 

and assigns or transferees. 

1.1.2. When a number of days is prescribed in this Agreement, such number shall be 

calculated including the first and excluding the last day, unless the last day falls on a 

day that is not a Business Day, in which case, the last day shall be the first succeeding 

day which is a Business Day.  In computation of periods of time from a specified day 

to a later specified day, "from" means from and including and "until" or "to" means to 

and including. Unless otherwise specified, all references to any time shall be to the 

time of day in Johannesburg, South Africa. 

1.1.3. The words "include", "including" and "in particular" shall not be construed as being 

by way of limitation, illustration or emphasis only and shall not be construed as, nor 

shall they take effect as, limiting the generality of any preceding words. The words 

"other" and "otherwise" shall not be construed so as to be limited or defined by any 

preceding words, where a wider construction is reasonably possible. 

1.1.4. The terms "hereof, "herein", "hereunder" and similar words refer to this entire 

Agreement and not to any particular clause, paragraph, Part, Schedule or any other 

subdivision of this Agreement. 

1.1.5. References to any recital, clause, paragraph, Schedule or Annex are to those 

contained in this Agreement, and references to a part of a Schedule are to the part of 

the Schedule in which the reference is relevant, and all Schedules and Annexes to 

this Agreement are an integral part of this Agreement.  If there is a conflict between 
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the provisions of a Schedule and the provisions of this Agreement, the provisions of 

this Agreement shall prevail. 

1.1.6. Any reference to legislation, a statute, a statutory instrument, by-law, regulation, rule, 

subordinate legislation or delegated legislation or order or a standard in this 

Agreement shall be a reference to such legislation, statute, statutory instrument, by-

law, regulation, rule, subordinate legislation or delegated legislation or order or 

standard as amended, replaced, consolidated, varied or re-enacted from time to time. 

1.1.7. Words and expressions defined in any sub-clause shall, for the purpose of the clause 

of which that sub-clause forms part, bear the meaning assigned to such words and 

expressions in that sub-clause. 

1.1.8. If any provision in a definition is a substantive provision conferring rights or imposing 

obligations on any party, effect shall be given to it as if it were a substantive clause in 

the body of the agreement, notwithstanding that such provision is contained in such 

clause. 

1.1.9. Any reference in this Agreement to this "Agreement" or to another agreement shall 

be to this "Agreement" or such agreement as amended, supplemented, varied, 

novated or replaced from time to time in accordance with its terms and conditions 

provided that, in the case of any other document, such amendment, variation, 

novation, supplement or replacement has received the prior written approval of the 

TNPA. 

1.1.10. The index and titles of clauses and schedules of and to this Agreement are inserted 

for the sake of convenience only and shall not be used in respect of or in any way 

affect the interpretation of any provision of this Agreement. 

1.1.11. A reference in this agreement to any person shall be a reference to such person's 

permitted successor, transferee, cessionary and or delegatee. 

1.1.12. Any reference in this Agreement to the Updated Financial Model shall, unless the 

context requires otherwise, be a reference to such document as most recently 

updated, amended or replaced and approved by the TNPA, in accordance with the 

terms of this Agreement. 

1.1.13. Where this Agreement requires that the waiver, consent, approval or permission of 

the TNPA is to be obtained:  

1.1.13.1. such waiver, consent, approval or permission shall at all times be required 

to be obtained by the Terminal Operator prior to undertaking or failing to 
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undertake the course of action to which such waiver, consent, approval or 

permission pertains; and  

1.1.13.2. the granting or withholding of such waiver, consent, approval or permission 

shall not be valid unless it is issued in writing by the TNPA. 

1.1.14. The terms "holding company" and "subsidiary" shall have the meanings ascribed 

to them in the Companies Act. 

1.1.15. References in this Agreement to the TNPA, the Terminal Operator, the Independent 

Certifier, the Agent and the Lenders shall include their respective authorised agents 

and representatives and successors and permitted assignees. 

1.1.16. Any provision of this Agreement that contemplates or provides for performance of an 

obligation or compliance with a provision of this Agreement subsequent to any 

termination or expiry of this Agreement shall survive and termination or expiry of this 

Agreement and shall continue in force and effect for the period contemplated in said 

provision, notwithstanding that these provisions do not expressly state this. 

1.1.17. Termination or expiry of this Agreement shall not affect and shall be without prejudice 

to the accrued rights, obligations, claims, duties and liabilities of either Party which 

such accrued rights, obligations, claims, duties and liabilities arose prior to such 

termination or expiry.  For the avoidance of doubt, such rights, claims and liabilities 

shall include any rights of a Party in respect of an antecedent breach or non-

performance by either Party of any of the terms or conditions of this Agreement.   

1.1.18. The eiusdem generis rule and the contra proferentem rule shall not be applicable to 

this Agreement. 

2. Introduction 

2.1. In terms of the Act, the TNPA exercises authority, power, control and responsibility in respect 

of commercial ports in South Africa, including the Port and has procured the appointment of 

the Terminal Operator in accordance with the provisions of Section 56 of the National Ports 

Act. 

2.2. The TNPA accordingly wishes to appoint the Terminal Operator to undertake the Project 

and the Terminal Operator wishes to accept this appointment on the terms and conditions 

as recorded in this Agreement.  
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2.3. The Parties have been duly authorised to enter into this Agreement  for the design, financing, 

construction, operation and maintenance of an LNG Terminal in the Port in accordance with 

the terms and conditions recorded this agreement. 

3. Appointment of Terminal Operator and Grant of Rights1 

3.1. Grant of Rights 

The TNPA hereby appoints the Terminal Operator to undertake the Project on the terms and 

conditions contained in this Agreement.  The Terminal Operator accepts such appointment 

on the terms and conditions contained in this Agreement. 

3.2. Exclusivity of Rights 

3.2.1. Subject to the provisions of this Agreement, the Operating Rights are granted 

exclusively to the Terminal Operator from the Signature Date until the termination or 

expiry of this Agreement in accordance with its terms. 

3.2.2. The Terminal Operator shall also be entitled to use the Port and Port Infrastructure 

at the LNG Terminal for the purposes of the Project in accordance with the Port 

Rules, subject to the use thereof by any other Port Users in accordance with the Port 

Rules. 

3.2.3. The Terminal Operator acknowledges the LNG Terminal shall be operated on a 

common-user open Third-Party Access basis in terms of the relevant NERSA 

guidelines, rules, regulations and as provided for in this Agreement. 

3.2.4. The Terminal Operator will accordingly in the exercise of its Operating Rights be 

obliged to:  

3.2.4.1. provide reasonable equality of access to the LNG Terminal and to all 

Terminal Users and prospective Terminal Users wishing to use the LNG 

Terminal and the services of the Terminal Operator; 

3.2.4.2. not unreasonably discriminate, in its tariff structure or in its trading 

conditions (including but not limited to all commercial terms and 

conditions) between various users or potential users of the Terminal and 

the loading facilities; and 

 
1   Bidders are to note that this clause has been drafted in the widest possible terms and will be updates and 

aligned to the Preferred Bidders Bid Response. 
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3.2.4.3. afford all Terminal Users who require access and use of the LNG Terminal 

the right to use the LNG Terminal, on a first come, use it or lose it, basis, 

with open access to the LNG Terminal and uncommitted capacity; 

3.2.4.4. not engage in any other form of anti-competitive behaviour in exercising 

its Operating Rights at the LNG Terminal. 

3.2.5. In the event that the Terminal Operator fails and or refuses to grant a Third - Party 

Access to LNG Terminal, TNPA shall within its sole and absolute discretion rights 

grant such Third - Party Access to the Common User Infrastructure, alternatively 

direct the Terminal Operator to provide such access, notwithstanding the Terminal 

Operator’s exclusive right to exercise its Operating Rights. 

3.3. Terminal Operator's obligations 

3.3.1. The Terminal Operator shall undertake the Project at its own cost and risk in 

accordance with the terms of this Agreement.  The TNPA shall not be obliged to 

provide any guarantee, subsidy, grant or any financial support of any nature to the 

Terminal Operator or in respect of the Project, unless otherwise agreed to in writing. 

3.3.2. This Agreement shall not be interpreted as granting the Terminal Operator any rights 

or imposing any obligations or duties on the TNPA or any Responsible Authority, 

except as expressly and specifically stated in this Agreement. 

3.4. Subcontracting 

3.4.1. Regardless of the fact that this Agreement permits or requires the Terminal Operator 

to appoint third parties to perform part of the Project, such appointment shall not 

relieve or excuse the Terminal Operator of any duty, obligation, liability or 

responsibility under this Agreement and in respect of the Project. 

3.4.2. The Terminal Operator shall be responsible for the management and supervision of 

any third parties appointed by it to perform any part of the Project.  The Terminal 

Operator shall be and shall remain, at all times, fully responsible and liable for the 

actions and omissions (whether negligent, wilful or intentional) of all such third parties 

and of the agents, representatives and employees of such third parties, whether such 

third parties are employed directly or indirectly by the Terminal Operator. 

3.4.3. Nothing in this Agreement is intended to create or should be interpreted as creating 

any privity of contract between the TNPA and any third parties appointed by the 

Terminal Operator to perform any part of the Project.  The Terminal Operator shall 

ensure that a provision to this effect is inserted into every contract entered into by it 

with such a third party. 
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3.5. General Rights and Obligations of the Terminal Operator 

3.5.1. The LNG Terminal  shall be used solely for the Services and activities described in 

this Agreement, for purposes incidental to the provision of those Services and 

activities, and for the exercise of the rights and the fulfilment of the obligations set 

out in this Agreement, and for no other purpose whatsoever unless the prior written 

consent of the TNPA has been obtained, in terms of this clause 3.5, for such other 

purpose.  

3.5.2. the Terminal Operator shall, acting as a Reasonable and Prudent Operator, make 

available the following services to the Terminal Users (such available services being 

herein referred to as the "Services") in the manner set out in Schedule 12B 

(Description of Services): 

3.5.2.1. the berthing of LNG Carriers at the LNG Terminal at the designated Port 

locations; 

3.5.2.2. the unloading and receipt of LNG from LNG Carriers at the Terminal 

Receipt Point; 

3.5.2.3. re-gasifying the LNG;  

3.5.2.4. the Storage of the Terminal User’s Cargo; 

3.5.2.5. the transportation and delivery of the Cargo to the Terminal Delivery Point; 

and 

3.5.2.6. other activities directly related to the performance by the Terminal 

Operator of the foregoing. 

3.5.3. Without limiting the other obligations of the Terminal Operator as specified in this 

Agreement or imposed by Law, the Terminal Operator shall be obliged to:   

3.5.3.1. provide reliable, secure and efficient services and facilities to Port Users 

and Terminal Users; 

3.5.3.2. obtain, maintain and renew all documents, permits or other authorisations 

necessary to operate the LNG Terminal, render the Services and perform 

the activities referred to in clauses 3.5.2 and This clause 3.5.3;  

3.5.3.3. ensure that if any Subcontractors, agents and service providers used by it 

require a licence in terms of the Act, such persons are duly licensed; 



PoRB LNG RFP 25 /11/2022 Annexure VV 

47 
 

3.5.3.4. provide, maintain or replace, according to International Best Practice, 

Terminal Equipment and all operating and other equipment necessary for 

the efficient operation of the LNG Terminal ;  

3.5.3.5. procure, install and operate communication, control and administrative 

systems necessary for the efficient operation of the Terminal; 

3.5.3.6. in the future and in accordance with clause 30.4.1, promote customer 

relations and market the LNG Terminal to potential customers;  

3.5.3.7. to the extent that the relevant service at the Terminal is not provided by 

the TNPA, be responsible for the disposal of garbage and waste, including 

garbage and waste generated by LNG Carriers visiting the LNG Terminal;   

3.5.3.8. keep the LNG Terminal in a clean, orderly and sanitary condition; 

3.5.3.9. comply with all applicable provisions of the Act, the Port Rules, the 

Regulations and any directives issued in terms of the Act; 

3.5.3.10. comply with the requirements of SAMSA, including any applicable 

legislation and codes relating to safe working practices; 

3.5.3.11. comply with the ISPS Code and the IMDG Code in relation to security and 

dangerous goods, respectively; and 

3.5.3.12. comply with all other applicable legislation and generally conduct its 

activities and operations in accordance with the Law.  

3.5.4. The Terminal Operator may not: 

3.5.4.1. use the Terminal for residential purposes or as sleeping quarters, save that 

the TNPA may in writing authorise a portion of the Terminal to be used as 

sleeping quarters for operational or security purposes; 

3.5.4.2. do or cause anything to be done that may cause a nuisance to the TNPA 

or to any other port service provider or the occupants of adjoining 

properties or the operators of nearby offshore facilities; 

3.5.4.3. do anything that materially detracts from the appearance of the Terminal; 

or 

3.5.4.4. undertake the Services in any area within the Port, other than in the 

Terminal, unless with the TNPA's prior written consent or with permission 

from another person legally in control of the area.  
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3.5.5. The Terminal Operator shall take all reasonable steps to prevent the spilling, leaking of 

the Cargo and or any other matter at the Port or into the Port’s water. The Terminal 

Operator shall: 

3.5.5.1. immediately notify the TNPA if any Cargo and or any other matter is spilled, 

leaked or dropped in the water as a result of its operation of the LNG Terminal 

or the conduct of its employees, agents, service providers, Subcontractors or 

persons responsible for the LNG Carriers calling at the LNG Terminal; and 

3.5.5.2. immediately take steps to recover such Cargo or otherwise deal with same to 

prevent the contamination of the Environment.   

3.5.6. If the Terminal Operator fails to recover any spilled Cargo and or any other matter as 

envisaged above, the TNPA may take whatever steps are necessary to recover the 

Cargo, and or any other matter and to claim the reasonable costs of taking such steps 

from the Terminal Operator, without prejudice to its right to terminate this agreement in 

terms of clause 45 of this Agreement. 

3.6. Terminal Operator’s Replacement, Repair and Maintenance Obligations 

3.6.1. The Terminal Operator shall generally be responsible for maintaining the LNG Terminal 

and shall at its own cost undertake all maintenance and make all repairs, renewals and 

replacements necessary for the efficient operation of the LNG Terminal, and shall 

specifically be responsible for the following: 

3.6.1.1. The maintenance, repair and or replacement of the Terminal Infrastructure 

(including the surface of the quay, if applicable) and Terminal Equipment in 

accordance with the provisions of clause 30.2. which must always be 

maintained and kept in good order and condition, in accordance with the 

standards of a Reasonable and Prudent Operator, International Best Practice 

and the international standards for a terminal comparable to the LNG 

Terminal.   

3.6.1.2. The maintenance, repair and or replacement of Common User Infrastructure 

in accordance with the provisions of clause 30.2. which must always be 

maintained and kept in good order and condition, in accordance with the 

standards of a Reasonable and Prudent Operator, International Best Practice 

and the international standards for a terminal comparable to the LNG 

Terminal.   

3.6.1.3. The Terminal Operator shall in addition provide additional equipment or 

replace equipment in order to ensure the efficient operation of the LNG 



PoRB LNG RFP 25 /11/2022 Annexure VV 

49 
 

Terminal in accordance with the standards of a Reasonable and Prudent 

Operator, International Best Practice and the international standards for a 

terminal comparable to the Terminal.   

3.6.1.4. The Terminal Operator shall conduct annual inspections of the LNG Terminal 

and must prepare annual reports on those inspections, which reports must be 

submitted to the TNPA, at least 2 (two) Months prior to the start of each of the 

Terminal Operator’s Financial Years. 

3.6.1.5. The Terminal Operator shall provide the TNPA with an annual maintenance 

programme for the LNG Terminal and a replacement programme for the 

Terminal Equipment, at least 2 (two) Months prior to the start of each of the 

Terminal Operator’s Financial Years.   

3.7. Surfaces and Access to the Terminal 

3.7.1. The Terminal Operator shall, at its own cost, construct or maintain in good order and 

condition such surfaces as may be required within the LNG Terminal for the provision 

of the Services and the performance of the activities contemplated in this Agreement.  

3.7.2. The Terminal Operator shall ensure that all LNG Carriers mooring at the LNG Terminal 

shall be scheduled by way of a LNG Carriers calling schedule so as to minimise 

congestion and any queuing of the LNG Carriers outside the LNG Terminal. 

3.7.3. The TNPA’s duly authorised agents, employees and contractors shall have the right of 

access to the LNG Terminal for purposes of performing the TNPA's functions, provided 

that the TNPA ensures that its agents, employees and contractors comply with all 

reasonable safety and security stipulations, environmental and site rules of the 

Terminal Operator whilst in the LNG Terminal.  

4. Duration of this Agreement 

4.1. This Agreement shall commence on the Effective Date and shall continue for a period of 25 

(twenty-five) years during which time the Terminal Operator shall be required to under the 

project and which is inclusive of  

4.1.1. a period of 6 (six) months to complete the Detailed Designs and 

Specifications for the LNG Terminal 

4.1.2. a period at least 12 (twelve) months from the Effective Date for the 

Terminal Operator obtain all Consents and Environmental 

Authorisations to undertake the Project; 
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4.1.3. a period of at least 24 (twenty - four) months from the date the Terminal 

Operator is issued with an Environmental Authorisation to complete the 

Construction and commissioning of the LNG Terminal; 

4.1.4. an Operating Term that commences on the Actual Operations 

Commencement Date and which comes to an end on the Expiry Date.  

4.2.    This Agreement shall come to and end and terminate on  

4.2.1.its termination in accordance with Part VII (Termination); or 

4.2.2.the Expiry Date, 

(such period being the "Term" of this Agreement). 

4.3. The TNPA shall within its sole discretion be entitled to extend the duration of this 

Agreement on such terms and conditions as it determines, unless otherwise agreed, in 

the event that the Terminal Operator submits a bankable business case and financial 

model for the development and landside LNG storage and regasification facilities on 

the Project Site and demonstrates that extended tenure is required to enable the 

Terminal Operator to make whatever capital investment it is required to make. 

5. Concession Fee 

5.1. The Terminal Operator shall pay to the TNPA, upon signature of this Agreement, a 

Concession Fee in respect of the granting to the Terminal Operator of the right to operate 

and maintain the LNG Terminal for the Term of the Agreement, which sum shall comprise 

of: 

5.1.1. R…………….per square meter of land and water area occupied and used by the 

Terminal Operator in advance for the Construction Period; 

5.1.2. R………….per square meter of land and water area occupied and used by the 

Terminal Operator, for the Operating Term; 

 which amount shall be paid monthly in advance on or before the 1st day of each and 

every month for the first Contract Year of this Agreement ("the Concession Fee 

Commencement Date"). 

5.2. Thereafter the monthly Concession Fee payable by the Terminal Operator in terms of 

clause 5.1. shall be reviewed and or escalated annually in accordance with the following 

principles: 
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5.2.1. For the period commencing [insert], the monthly Concession Fee amount shall 

be escalated by TNPA on each anniversary of such date by ….% (…. per 

centum) per annum, with the first such escalation being based on the amount 

that was payable in terms of clause 5.1. above; 

5.2.2. For the 5 (five) year period commencing [insert] and for each subsequent period 

of 5 (five) years, the Concession Fee  payable shall be a market related 

Concession Fee  and escalation determined in accordance with the remaining 

provisions of this clause; 

5.2.3. No later than 6 (six) months prior to the expiry of the first 5 (five) Contract Year 

period referred to in clause 5.2.2. or the expiry of each subsequent discrete 5 

(five) Contract Year period thereafter, the Parties shall meet in order to 

endeavour to agree the Concession Fee and the annual escalation that shall 

apply in respect of the subsequent 5 (five) Contract Year period. 

5.2.4. Should the Parties not be able to agree upon the Concession Fee and escalation 

rate in terms of clause 5.2.3 above, the Concession Fee and escalation rate shall 

be determined by a registered Transnet approved Valuer (or such other Valuer 

as Transnet may appoint) and a Valuer that the Terminal Operator may appoint. 

5.2.5. In the event that the two Valuers referred to in clause 5.2.4. fail to reach 

agreement, within a period of 14 (fourteen) days from the date of referral thereto, 

the Concession Fee and escalation rate shall be determined by an expert Valuer 

mutually agreed upon by the Parties (“External Valuer”). 

5.2.6. In the event that Parties fail to agree on an Expert Valuer within 10 (ten) days 

after the expiry of the said 14 (fourteen) day period, the dispute shall be referred 

to the Chairman of the South African Council for the Property Valuers Profession 

who shall appoint a Valuer of at least 10 (ten) years standing for the purpose of 

determining the Concession Fee and escalation rate (“SAIV Valuer”). 

5.2.7. Forthwith following the appointment of the External Valuer, or the SAIV Valuer, 

as the case may be, each Party shall submit a written Concession Fee estimate 

to such Valuer, together with any information supporting such estimate. 

5.2.8. The External Valuer or SAIV Valuer, as the case may be, will act as an expert 

(and not as an arbitrator) and, within 30 (thirty) days after being appointed, will 

determine the Concession Fee  and the escalation rate for the Site for the 

relevant Concession Fee  review period, which determination shall be reduced 

to writing and shall be final and binding on the parties. 
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5.2.9. The costs of the External Valuer or the SAIV Valuer, as the case may be, shall 

be borne equally by the parties. 

5.2.10. Notwithstanding anything to the contrary contained in this Agreement, pending 

the determination of the Concession Fee and the escalation rate applicable 

during any Concession Fee review period, the Terminal Operator shall continue 

to pay Concession Fee equal to the Concession Fee which prevailed in the 

month immediately prior to the dispute referred to in clause 5.2.4. until such 

determination is made.  Thereafter, if applicable, the Terminal Operator shall on 

demand pay any additional amount it would have had to pay in respect of the 

period from the date of the dispute arising to the end of the month during which 

the determination is made. 

5.3. The Terminal Operator shall not be entitled to set-off against the bank guarantee referred 

to in clause 5.1.8 any amount owed to TNPA in terms of or arising out of this Agreement. 

5.4. Except if TNPA otherwise agrees in writing, all payments shall be made in Rand. 

5.5. All payments to be made in terms of this Agreement by the Terminal Operator to TNPA 

shall be made in full without set-off or counterclaim in immediately available funds, free of 

bank exchange or any other charges or deductions, electronically into the following bank 

account: 

5.6. TNPA shall be entitled in its sole and absolute discretion to appropriate or re-appropriate 

any amounts received from the Terminal Operator towards the payment of any other 

amounts owing by the Terminal Operator to it. 

5.7. The Terminal Operator shall, no later than the Concession Fee  Commencement Date, 

furnish to TNPA an unconditional bank guarantee in an amount equal to …(quantum of 

guarantee to be inserted) ) ……months Concession Fee  as payable during the first year, 

excluding VAT thereon (the “Guarantee”) as security for the payment of any and all 

amounts payable by the Terminal Operator in terms of this Agreement.  The Guarantee 

shall be in favour of TNPA and shall have a term no shorter than the full duration of this 

Agreement and any renewal or extension thereof.  In addition, the Guarantee shall be the 

security for the payment of any and all amounts payable by the Terminal Operator in terms 

of this Agreement. The Terminal Operator shall be required, annually within 30 (thirty) 

days after expiry of the annual anniversary of the Concession Fee Commencement Date, 

to increase the amount of the Guarantee to such amount as is equal, at the relevant time, 

to an amount of 3 (three) months Concession Fee, excluding VAT thereon. 

5.8. TNPA shall have the right to apply the whole or portion of the Guarantee towards the 

payment of any amounts owing by the Terminal Operator, when any such amount has not 
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been paid within 15 (fifteen) Business Days of written notice requesting such payment that 

is due and payable. If any portion or the whole of the guaranteed amount is so applied, 

the Terminal Operator undertakes, within 30 (thirty) days of receipt of request from TNPA, 

to reinstate the amount of the Guarantee to the original amount. 

5.9. The rights and claims to the Guarantee shall be retained by TNPA until the termination of 

this Agreement, the vacating of the Terminal by the Terminal Operator and the complete 

discharge by the Terminal Operator of all its payment obligations under the Agreement, 

whereafter the rights and claims to such amount (or the remaining balance thereof in the 

event that a portion thereof has been applied by TNPA in terms of clause 5.1.9. shall then 

be returned to the Terminal Operator. 

5.10. The Concession Fee is payable irrespective of the performance and volume handled at 

the Terminal. 

6. Ownership and Transfer of the Project Site and the LNG Terminal  

6.1. The Terminal Operator agrees and acknowledges that the TNPA is and shall at all times 

be the owner of the Project Site.  

6.2. The Terminal Operator shall transfer the Port Infrastructure to the TNPA on the 

commissioning thereof and once the TNPA has reimbursed the Terminal Operator for the 

fixed lump sum capital expenditure incurred by the Terminal Operator in undertaking such 

works.   

6.3. The Terminal Operator shall transfer the Common User Infrastructure to the TNPA on the 

commissioning thereof and once the TNPA has reimbursed the Terminal Operator for the 

fixed lump sum capital expenditure incurred by the Terminal Operator in undertaking such 

works.   

6.4. Terminal Operator shall transfer all rights title and interest in and to the Terminal 

Infrastructure developed to undertake the Project, to the TNPA at no cost on the Expiry of 

the Agreement and in the event that the TNPA does not require the Terminal Operator to 

undertake the Decommissioning of the Terminal Infrastructure as provided for in clause 

………of this agreement. 

6.5. The Terminal Operator hereby grants to TNPA the first option to purchase the Terminal 

Equipment on the following terms and conditions: 

6.5.1. the option shall be exercisable by written notice given by the Terminal Operator 

to the TNPA at any time between the date on which notice of termination of this 



PoRB LNG RFP 25 /11/2022 Annexure VV 

54 
 

Agreement is given by either Party to the other in terms of this Agreement and 

the Termination Date and at least two (2) years prior to the Expiry Date; 

6.5.2. the purchase price for the Terminal Equipment shall be its fair value as agreed 

by the Terminal Operator and TNPA as at the Termination Date; 

6.5.3. the Parties shall use their reasonable endeavours to agree the purchase price 

and complete the transfer of the Terminal Equipment to the TNPA within [30] 

days after the Termination Date and or Expiry Date, failing which the TNPA shall 

be deemed not to have exercised the option, and the option shall no longer be 

capable of being exercised. 

6.6. At least 2 (two) Contract Years prior to the expiry of the Operating Term, TNPA shall 

notify the Terminal Operator whether it is required to Decommission Terminal 

Infrastructure and Terminal Equipment. Should TNPA notify the Terminal Operator to 

Decommission the Terminal Infrastructure and Terminal Equipment, the Terminal 

Operator shall decommission, demolish and remove all or the selected Terminal 

Infrastructure during the Decommissioning Period.  

6.7. Upon the termination for any reason or expiry of the Operating Term or subject to clause 

6.6, (the Decommissioning Period), the Terminal Operator will be required to: 

6.7.1. give free and vacant possession of the Terminal, the Project Site, the Terminal 

Infrastructure and subject to clause 6.3, the Terminal Equipment to TNPA; 

6.7.2. hand over all associated manuals, certificates and documents in respect of the 

Terminal Infrastructure and the Terminal Equipment, if applicable; 

6.7.3. leave the Project Site in a safe, clean and orderly condition in accordance with 

the terms and conditions contained in the Draft Terminal Operator Agreement.  

6.8. Subject to clause 6.3, the TNPA shall not be liable for any Decommissioning Costs and 

related costs which shall be for the account of the Terminal Operator.  

7. Indemnity 

7.1. Subject to clauses 7.2 and 7.4, the Terminal Operator shall fully and effectively indemnify 

and hold the TNPA or any Port User harmless in respect of all Losses suffered or incurred 

by the TNPA, or any Port User which arise in connection with the breach of this Agreement 

or the Laws by the Terminal Operator, including, without limitation to the generality of the 

foregoing, any Losses which may be incurred or suffered by the TNPA, or any Port User, 

in respect of personal injury (including injury resulting in death). 
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7.2. Clause 7.1 shall not apply to: 

7.2.1. any Losses to the extent that they arise directly from the wilful default of the TNPA 

or the relevant Port User; 

7.2.2. Losses to the extent that the TNPA or the relevant Port User is reasonably able to 

mitigate such Losses. 

7.3. If the Terminal Operator pays to the TNPA an amount in respect of Losses and the TNPA 

subsequently recovers (whether by payment, discount, credit, saving, relief or other 

benefit or otherwise howsoever) a sum which is directly referable to the fact, matter, event 

or circumstances giving rise to the Losses, the TNPA shall forthwith repay to the Terminal 

Operator: 

7.3.1. an amount equal to the sum recovered or the value of the savings or benefit 

obtained, less any reasonable costs and expenses incurred by the TNPA in 

recovering the same; or 

7.3.2. if the figure resulting under clause 7.3.1 above is greater than the amount paid by 

the Terminal Operator to the TNPA in respect of the Losses, such lesser amount 

that has been paid by the Terminal Operator to the TNPA. 

7.4. The Terminal Operator shall indemnify the TNPA in respect of all Losses relating to the 

use or infringement or alleged use or infringement by the Terminal Operator of Intellectual 

Property Rights. 

7.5. Except as expressly provided in this Agreement, the Terminal Operator shall not make 

any claim against the TNPA or any Port User in respect of any Losses sustained by the 

Terminal Operator by reason of or arising out of or in any way connected with the 

performance of this Agreement. 

7.6. For the avoidance of doubt, this clause 7 (Indemnity) shall take effect without prejudice to 

the Terminal Operator's obligations under the other provisions of this Agreement. 

7.7. The TNPA agrees that it will forthwith notify the Terminal Operator of any claim or any 

matter or thing which comes to its attention and which may give rise to a claim by the 

TNPA against the Terminal Operator under this Agreement pursuant to this clause 7 

(Indemnity), as follows:  

7.7.1. The TNPA will at all times after such notification, disclose in writing to the 

Terminal Operator all information and documents relating to such claim and the 

matter giving rise thereto and will allow the Terminal Operator to see appropriate 

files and records relating to the same and take copies of all relevant documents.  
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7.7.2. The TNPA will take such action as the Terminal Operator may reasonably 

request at the Terminal Operator’s expense to avoid disputes, settle, 

compromise, defend or appeal against such claim and the TNPA will take no 

steps to avoid disputes, settle, compromise, defend or appeal against such claim 

without the Terminal Operator's consent, which consent shall not be 

unreasonably withheld or delayed.  The Terminal Operator shall procure that its 

Subcontractors shall provide identical undertakings to the TNPA. 

8. Related Party Transactions 

8.1. Unless otherwise agreed to by the TNPA and without prejudice to the provisions of clause 

8.3, the Terminal Operator shall not enter into any Related Party Transactions which are 

no less favourable to the Terminal Operator than those that could have been obtained in 

a comparable arm’s length transaction by the Terminal Operator with a person who is not 

a Related Party. 

8.2. The TNPA shall have the right to review the basis for all costs charged, directly or 

indirectly, to the Terminal Operator under any Related Party Transaction.  The Terminal 

Operator shall give prior notice to the TNPA of any Related Party Transaction, together 

with all relevant details relating thereto. 

8.3. [The TNPA acknowledges that [the Construction Agreement and the Operations 

Agreement] are regarded as Related Party Transactions which are no less favourable to 

the Terminal Operator than the ones that could have been obtained in comparable arm’s 

length transactions by the Terminal Operator with persons which are not Related Parties, 

provided that, on the dates of signing of the [Construction Agreement and the Operations 

Agreement], the contract price and the remuneration payable by or to the Terminal 

Operator, Construction Contractor and the Operator, respectively, do not exceed the 

relevant amount indicated in the Financial Model.] 

9. Limitation on financial indebtedness 

The Terminal Operator shall not incur, assume or permit to exist any indebtedness including 

guarantees issued to third parties, the creation of charges, pledges or other encumbrances over 

its assets and or shares and, in general, any claims and rights otherwise than:  

9.1. in accordance with the Associated Agreements or the Financing Agreements; or  

9.2. in the ordinary and normal course of business; or  

9.3. with the prior consent of the TNPA. 
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10. Compliance with D&C Specifications and Operating Specifications 

10.1. The Terminal Operator shall comply with, and shall ensure that its Subcontractors comply 

with, the D&C Specifications in respect of the Construction Works and the Operating 

Specifications in respect of the Operation and Maintenance at all times. 

10.2. The Terminal Operator warrants that the Project shall be carried out in conformity with 

the D&C Specification and the Operating Specifications using Equipment and materials, 

which are of suitable quality for the purposes and uses intended and are free of defects 

and deficiencies.  All such work shall be completed and undertaken in accordance with 

the D&C Specifications and the Operating Specifications to the reasonable satisfaction 

of the Independent Certifier. 

10.3. The Terminal Operator shall ensure that any decision, determination, instruction, 

inspection, examination, testing, consent, approval, expression of satisfaction, 

acceptance, agreement, exercise of discretion (whether sole or otherwise) or similar act 

by any Responsible Authority or the Independent Certifier in respect of this Agreement 

or the Associated Agreements shall be applied for or requested promptly by the Terminal 

Operator. 

11. Contracts 

11.1. The Terminal Operator shall enter into the Associated Agreements, the Financing 

Agreements and such other contracts as are necessary to ensure the timeous and proper 

completion and undertaking of the Project in accordance with the D&C Specifications and 

the Operating Specifications.  The Terminal Operator shall satisfy itself that the terms of 

such agreements fully describe the rights, obligations, risk allocation and protection of 

the Terminal Operator’s rights.  None of the TNPA, any other Responsible Authority or 

their respective officers, employees, agents and or representatives shall have any liability 

whatsoever to the Terminal Operator arising from the Associated Agreements and or the 

Financing Agreements except as provided in or arising from this Agreement. 

11.2. The Terminal Operator shall not:  

11.2.1. amend, replace or cancel any term of the Associated Agreements or the 

Financing Agreements; 

11.2.2. terminate any of the Associated Agreements or the Financing Agreements;  

11.2.3. replace the Construction Contractor or the Operator or the Regasification and 

Storage Unit Provider; 
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11.2.4. enter into a new Construction Agreement, Operations Agreement or Charter 

Agreement; 

11.2.5. consent to the cession, delegation or novation of any Associated Agreement and 

or the Financing Agreements, 

without the prior written consent of the TNPA. 

12. Environmental Compliance 

12.1. The TNPA shall procure that the Consents set out in table A of Schedule 9 in terms of 

Environmental Laws are transferred to the Terminal Operator on or before the Effective 

Date. 

12.2. Notwithstanding the above, the Terminal Operator shall be responsible for obtaining all the 

Consents that are required in respect of the Project in terms of any Environmental Laws 

and shall comply with, maintain and implement such Consents in accordance with their 

respective terms within the period of their validity.  The TNPA shall use its reasonable 

endeavours to assist the Terminal Operator to obtain such Environmental Consents, 

heritage Consents and other Consents as may be required to enable the Terminal Operator 

to execute the Project, provided that the TNPA shall bear no liability or responsibility for 

any failure of the Terminal Operator to obtain such Consents save as provided in this 

Agreement. 

12.3. The Terminal Operator shall take all necessary steps to ensure that appropriate pollution 

control and other environmental protection measures are taken in accordance with the 

Environmental Laws.  The Terminal Operator shall comply with the Environmental 

Management Plan at all times. 

12.4. Upon written request by the TNPA, the Terminal Operator shall conduct an environmental 

site assessment, at the Terminal Operator's expense and within the period specified by the 

TNPA, in respect of all the works conducted at the Port. 

12.5. Such environmental site assessment shall: 

12.5.1. include a systematic identification and evaluation of any potential impacts of any 

current or proposed work on the environment, this includes biophysical, biological, 

social, cultural, economic, aesthetic and technological aspects, to such an extent 

that those aspects are relevant to the works conducted at the Port; 

12.5.2. be conducted by an independent environmental assessment practitioner; 
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12.5.3. form part of the Terminal Operator's Environmental Management Plan (the 

"EMP") and inform the Terminal Operator's Environmental Management System 

(the "EMS"); and 

12.5.4. comply with any other reasonable requirements stipulated for such an 

assessment by the TNPA. 

12.6. Within a period of 3 (three) months of the [Actual Operations Commencement Date], the 

Terminal Operator shall submit, for the approval of the TNPA, the EMP which shall comply 

with National Environmental Management Act, 107 of 1998 ("NEMA") and the TNPA's 

written requirements (which requirements shall be provided to the Terminal Operator).  The 

EMP and EMS shall be developed and implemented by the Terminal Operator for the 

duration of this Agreement.  The EMP and EMS shall be binding upon the Terminal 

Operator. 

12.7. The TNPA shall have the right at all times to conduct audits of the Terminal Operator's 

compliance with the EMP and the EMS.  If, and where the TNPA is of reasonable belief 

that there is non-compliance, inefficiency or inadequacy, then the TNPA may require that 

the Terminal Operator rectify such non-compliancy, inefficiency or inadequacy, without any 

delays, to the reasonable satisfaction of the TNPA. 

12.8. The Terminal Operator, as required by law, shall comply with:  

12.8.1. all the requirements of the South African Maritime Safety Authority (the "SAMSA") 

in relation to the environment; 

12.8.2. all the conditions laid down in respect of the LNG Terminal , if the LNG Terminal  

is declared as a protected natural environment or a special nature reserve; 

12.8.3. the TNPA's requirements for the regular waste removal, including waste originating 

from cleaning or unloading of LNG Carriers; 

12.8.4. all the conditions in environmental permits, consents, licences, certificates, 

authorisations, orders and exemptions from the Responsible Authority in respect 

of the LNG Terminal ; and 

12.8.5. all applicable statutory requirements related to the environment including NEMA, 

the National Water Act, 36 of 1998, the Air Quality Act, 39 of 2004 and the 

Biodiversity Act, 10 of 2004, and any other environmental legislation enacted or 

promulgated before or after the Effective Date. 
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12.9. The TNPA shall appoint, at the Terminal Operator’s reasonable cost, and with the prior 

approval of the Terminal Operator, which shall not be unreasonably withheld, an 

independent environmental monitor who shall be responsible for:  

12.9.1. ensuring that the Construction Works and Operation and Maintenance are 

performed in accordance with the D&C Specifications, the Operating 

Specifications and the Environmental Laws; and  

12.9.2. monitoring and ensuring the implementation and effectiveness of mitigation 

measures and other requirements and targets set forth in the D&C 

Specifications, Operating Specifications and the Environmental Laws. 

12.10. During the construction, Operation and Maintenance of the Port, and in terms of the 

Operational Environmental Management Programme (the "OEMP"), there are conditional 

authorisations and or environmental requirements to be fulfilled by the Parties.  Such 

authorisations are set out in Schedule 9 of this Agreement. 

12.11. The Parties shall review the Environmental Management Plan at the start of each Contract 

Year in order to ascertain whether that plan needs to be amended or replaced.  If the Parties 

are unable to agree whether the Environmental Management Plan should be amended or 

replaced or on the contents of such amendment or replacement, then such dispute shall 

be referred to the monitor detailed in clause 12.9 for determination in terms of clause 53.5 

(fast-track dispute resolution).  The decision of such monitor shall, in the absence of 

manifest error or fraud, be final and binding on the Parties. 

12.12. The Terminal Operator shall, upon the request of the TNPA and within a reasonable period 

of such request, provide the TNPA with certified copies of: 

12.12.1. all environmental permissions obtained regarding the works and Services it 

provides at the Port, and, where the permissions are renewable, in each instance 

a certified copy of a new or updated permission; and 

12.12.2. any measurements undertaken of emissions, effluent, storm water quality and 

material safety data sheet for hazardous substances, which it is, obliged to 

submit to a Responsible Authority. 

12.13. The Terminal Operator may, as required by Law, not by any means cause significant 

pollution or degradation of the environment and shall: 

12.13.1. provide the TNPA within a reasonable period with certified copies of any notices 

and directives issued by a Responsible Authority to the Terminal Operator to take 

steps to address pollution or negative impact on the environment; 
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12.13.2. provide the TNPA with certified copies of any report, including an emergency 

report, submitted by the Terminal Operator to a Responsible Authority regarding 

pollution or negative impacts on the environment; 

12.13.3. take all reasonable measures as envisaged by applicable Environmental Laws, 

including NEMA and the National Water Act, 36 of 1998, to investigate, assess 

and evaluate the impact of its activities on the environment of the Port and on 

the water resources on or below the Port; 

12.13.4. if the Terminal Operator's works and Services directly or indirectly cause any 

significant pollution, environmental degradation or negative impact on the 

environment, which is not authorised by the TNPA or a Responsible Authority, 

the Terminal Operator shall, at its own costs, undertake efficient and effective 

means of combating, mitigating, cleaning, collecting and or disposing of all 

pollutants, or of otherwise addressing the environmental damages or other 

negative impact with the appropriate remedial and or rehabilitative measures, to 

the satisfaction of the TNPA and any Responsible Authority; and 

12.13.5. take every reasonable precaution to prevent the spillage of Cargoes, Gas and or 

other material (including fuel and waste) from LNG Carriers, [vehicles], Cargo 

handling equipment and Terminal Infrastructure, and take immediate steps to 

mitigate and remedy any spillage to the satisfaction of SAMSA and the TNPA, at 

the Terminal Operator's expense. 

12.14. If the Terminal Operator fails to comply promptly with any of the obligations imposed under 

this clause, the TNPA shall be entitled to immediately take whatever steps necessary to 

combat, mitigate and remedy any such pollution, environmental degradation or other 

impact on the environment, and to recover all reasonable costs incurred by the TNPA from 

the Terminal Operator. 

12.15. Should the TNPA, in writing, determine that the LNG Terminal shall be decommissioned 

upon cancellation or termination of this Agreement, the Terminal Operator shall develop 

and submit a Decommissioning-EMP to the TNPA and the Responsible Authority for 

implementation during the decommissioning phase in terms of the Decommissioning-EMP 

guidelines, which guidelines shall be provided to the Terminal Operator by the TNPA.  The 

Decommissioning-EMP shall be required to be approved by the TNPA and all applicable 

Relevant Authorities in order for the duly approved Decommissioning-EMP to be submitted 

to the TNPA within a period of 6 (six) months after termination.  
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13. Economic Development Obligations 

13.1. The Terminal Operator shall comply with the B-BBEE obligations specified in Schedule 10A 

and the Supplier Development Plan in Schedule 10B of this Agreement for the duration of 

this Agreement. 

13.2. [The Terminal Operator shall provide an annual report to the TNPA on the extent to which 

the Terminal Operator’s undertakings contained in this clause 13 and Schedules 10A and 

10B have been met, as well as documenting other achievements in promoting the 

empowerment of the BEE Entities.  The Terminal Operator shall, on an annual basis and 

[by the date determined by the TNPA], provide the TNPA with a certificate of accreditation 

from an accredited verification agency verifying the Terminal Operator's B-BEEE status.]  

13.3. If the Terminal Operator fails to achieve the specific and quantifiable targets detailed in 

Schedule 10A and Schedule 10B within the relevant periods, the Terminal Operator shall 

pay the Penalties detailed in Schedule 11 in respect of the specific targets, to the TNPA in 

accordance with Schedule 11.  

14. Access to documents, copyright and related matters 

14.1. The Terminal Operator shall, at no cost to the TNPA or any other Responsible Authority, at 

any time make available to the TNPA and or such Responsible Authority, as the case may 

be, upon request by any of them, all documents which are or were acquired or brought into 

existence by the Terminal Operator for the purpose of or in connection with the Project or 

supplied to the Terminal Operator from other parties to the Associated Agreements and or 

the Financing Agreements. 

14.2. The Terminal Operator shall use its best endeavours to procure that all software, source 

codes and manuals, programmes and documentation shall be provided to the Terminal 

Operator by the Operator upon termination of each Operating Contract and that the 

Terminal Operator shall be granted a perpetual non-exclusive, royalty-free licence to use 

the same for the continued Operation and Maintenance of the LNG Terminal , which licence 

shall be transferred to a Substitute Entity or to a third party for continuing the Operation, 

Maintenance and or upgrade of the LNG Terminal  in accordance with the provisions of the 

Operations Agreement in force at that time. 

14.3. Copyright owned by the Terminal Operator, Construction Contractor or Operator in all 

Project Documents shall be transferred free of any cost to the TNPA on termination of this 

Agreement or expiry of the Operating Term, whichever is the earlier. 

14.4. Copyright in the D&C Specifications, the Operating Specifications and other documents 

issued by the TNPA or the Terminal Operator, to the extent that the Terminal Operator is 
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the owner of the copyright in any such documents, shall be the property of the TNPA and, 

to the extent necessary, shall be ceded, assigned and made over to the TNPA.  The 

Terminal Operator may at its cost (and shall allow other parties to the Associated 

Agreements and the Lenders and prospective Lenders at their cost to), copy, use and 

communicate any such document for the purposes of the respective Associated 

Agreements and Financing Agreements.  The Terminal Operator shall not (and shall ensure 

that other parties to the Associated Agreements, the Lenders and prospective Lenders shall 

not), without the TNPA’s consent, use, copy or communicate to a third party such 

documents, except as strictly necessary for the purposes of the Associated Agreements 

and the Financing Agreements.  In addition to and without limiting the foregoing, the 

Terminal Operator shall deliver the Construction Documents and Operating Documents, 

and to the extent that the Terminal Operator is the owner of the copyright in any such 

documents or the Terminal Operator is otherwise lawfully able or entitled to do so, transfer 

the copyright in such documents to the TNPA on the earlier of: 

14.4.1. the termination of this Agreement; or 

14.4.2. the termination of the Construction Contract; or 

14.4.3. the termination of the Operations Agreement; or 

14.4.4. if the appointment of a Substitute Entity and provided that such documents have or 

such copyright has not already been delivered or transferred to the TNPA, as the 

case may be, upon the appointment of such Substitute Entity. 

14.5. Upon termination of this Agreement due to Terminal Operator Default, the Terminal 

Operator shall, upon request by the TNPA, provide copies of or access to the TNPA in 

respect of, or to any other Responsible Authority designated by the TNPA, the Project 

Documents, which access and copies shall be at no cost to the TNPA or such Responsible 

Authority, and shall be for their use in relation to the Construction Works and or Operation 

and Maintenance before the appointment of a Substitute Entity, if any.  The Terminal 

Operator further agrees, upon expiry of the Operating Term or termination of this 

Agreement for whatsoever cause, to ensure the transfer of ownership of the Project 

Document (to the extent owned by the Terminal Operator, Construction Contractor or 

Operator) to the TNPA.  The Terminal Operator shall procure that the TNPA is legally 

entitled to use such Project Documentation and any other information which is not owned 

by the Terminal Operator, Construction Contractor or Operator and which is necessary for 

the Construction Works and or continued Operation and Maintenance. 

14.6. Save in the course of the proper discharge of its duties hereunder, the Terminal Operator 

shall not, and shall ensure that other parties to the Associated Agreements and the 

Financing Agreements shall not, during the Construction Period and Operating Term or at 
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any time thereafter, disclose to any person (other than to the Lenders or prospective 

Lenders) or otherwise make use of any information relating to the Project, the TNPA or the 

Terminal Operator (including, but without limitation, information relating to the Construction 

Works, Operation and Maintenance, the contents of any documents, including any legal 

agreements, prepared by or on behalf of the Terminal Operator or to which the Terminal 

Operator is a party), save for such information that is or comes into the public domain (other 

than through the default of the Terminal Operator or other parties to the Associated 

Agreements or the loan agreements), other than with the prior approval of the TNPA.  

Nothing contained in this clause shall preclude the Terminal Operator from using such 

information in enforcing its rights against the TNPA or any other person. 

14.7. Unless otherwise agreed to by the TNPA, and except as provided for in this Agreement or 

the Associated Agreements, the Terminal Operator and other parties to the Associated 

Agreements shall have no other interest or benefit in or to not receive any other 

remuneration in connection with the Project or any part thereof.  The Terminal Operator 

shall not (and shall ensure that other parties, excluding the Lenders acting in their capacity 

as lenders, to the Associated Agreements shall not) be engaged in any activity which might 

conflict with the interests of the TNPA under this Agreement or the Associated Agreements, 

unless such activity is carried out pursuant to the enforcement of its rights thereunder.  

Nothing in this clause shall prevent the Terminal Operator or the Lenders from enforcing 

their rights under this Agreement, the Associated Agreements, the Direct Agreement or the 

Financing Agreements. 

15. Performance Guarantees 

15.1. Delivery of Performance Guarantees 

 The Terminal Operator shall obtain, at its own cost, from a bank or a financial institution 

approved by the TNPA, the Performance Guarantees referred to below in this clause 15 

(Performance Guarantees), in the form of an on demand guarantee in the format, amount 

and currencies specified below or in a form mutually agreed between the TNPA and the 

Terminal Operator.  Where applicable, the Terminal Operator shall cede or assign its right, 

title and interest thereunder and alternatively, where applicable, shall deliver them, to the 

TNPA on or before the dates specified below. 

15.2. Construction Performance Guarantee 

15.2.1. The Terminal Operator shall obtain the Construction Performance Guarantee, 

which shall be an on demand guarantee in favour of the Terminal Operator, from 

the Construction Contractor as at the Effective Date in the amount of R[insert 

amount in millions], (which amount shall reduce to R[insert amount in 
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millions] upon the issue of the Completion Certificate upon completion of the 

Construction Works as contemplated in clause 28.4 (completion of Construction 

Works)) to secure the performance by the Construction Contractor of its 

obligations in terms of the Construction Agreement, as at the Effective Date. 

15.2.2. The Construction Performance Guarantee shall be substantially in the form of 

the guarantee attached to this Agreement as Schedule 14. 

15.2.3. The Construction Performance Guarantee shall be valid from the Effective Date 

until the expiry of the Completion Defects Rectification Period (as this latter term 

is defined in the Construction Agreement) and shall be returned to the Terminal 

Operator within 14 (fourteen) days after the expiry of the Completion Defects 

Rectification Period. 

15.3. Operating Performance Guarantee 

15.3.1. The Terminal Operator shall obtain the Operating Performance Guarantee, 

which shall be an on demand guarantee in favour of the Terminal Operator, from 

the Operator in an initial amount of R[insert amount in millions] (in [insert 

month and year] prices) to secure the performance by each Operator of its 

obligations in terms of each Operating Contract. 

15.3.2. Each Operating Performance Guarantee shall be substantially in the form of the 

guarantee attached to this Agreement as Schedule 15. 

15.3.3. An Operating Performance Guarantee shall be provided by the Terminal 

Operator in respect of each Contract Year after the issue of the Completion 

Certificate so that the amount to be guaranteed by such Operation Performance 

Guarantee for each successive year of the Operating Term takes into account 

any fluctuations in CPI.  The Operation Performance Guarantees for the second 

and successive Contract Years shall be provided not later than 14 (fourteen) 

days before the expiry of the Contract Year in respect of which such guarantee 

was provided. 

15.3.4. Each Operating Performance Guarantee shall be valid from its commencement 

until 14 (fourteen) days after the expiry of the Contract Year in respect of which 

such guarantee was provided and shall be returned to the Terminal Operator 

within 14 (fourteen) days after such later date. 

15.4. Final Maintenance Guarantee 

15.4.1. The Terminal Operator shall obtain a Final Maintenance Guarantee in favour of 

the Terminal Operator from the Operator in an amount equal to the aggregate 
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amount expended by the Operator on Operation and Maintenance (as reported 

by the Terminal Operator to the TNPA in accordance with clause 32 (Financial 

Accounts, Reports, inspection and reporting of changes)) in the period of time 

from the commencement of Contract Year [●] of the Operating Term to the end 

of Contract Year [●] of the Operating Term, and in any event not less than [●] of 

the average annual gross revenues for Contract Years [[●], [●] and [●]] (all 

inclusive) of the Operating Term.   

15.4.2. The Final Maintenance Guarantee shall be substantially in the form of the 

guarantee attached to this Agreement as Schedule 16. 

15.4.3. The Final Maintenance Guarantee shall be valid from the commencement of 

Contract Year [●] of the Operating Term until 90 (ninety) Business Days after the 

expiry or earlier termination of this Agreement. The Final Maintenance 

Guarantee shall be returned to the Terminal Operator upon the expiry of the 

Operating Term, subject to the TNPA's right to call such guarantee in respect of 

any obligations of the Terminal Operator in respect of maintenance of the LNG 

Terminal as detailed in the Operating Specifications that have not be performed 

in full or to the TNPA's satisfaction. 

15.5. Security in respect of Decommissioning of the LNG Terminal  

15.5.1. The Terminal Operator shall, in respect of the Decommissioning Costs, for the 

duration of the Operating Term and or for the entire life of the Project including 

the LNG Terminal (whichever shall be the latest):  

15.5.1.1. either establish a S37A Trust, of which the TNPA is the sole 

beneficiary, or provide a Decommissioning Costs Bank Guarantee, of 

which the TNPA is the sole beneficiary, or provide a combination of 

such trust and bank guarantee; 

15.5.1.2. ensure that the Decommissioning Reserves, at all times from 

[Scheduled Unit Commercial Operations Date or Scheduled 

Commercial Operations Date (as the case may be)], contain and or 

provide sufficient funds to undertake the Decommissioning Costs in 

full, from time to time; 

15.5.1.3. if the Terminal Operator issues a Decommissioning Cost Bank 

Guarantee in favor of the TNPA, which is withdrawn by the issuing 

financial institution in accordance with its terms, the Terminal 

Operator shall ensure that a replacement Decommissioning Cost 
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Bank Guarantee is issued before the lapse of the withdrawn 

Decommissioning Cost Bank Guarantee; and 

15.5.1.4. the Terminal Operator shall, on an annual basis (commencing from 

the Commercial Operation Date) in respect of each Contract Year, 

ensure that the Decommissioning Reserves contain amounts equal 

to the Decommissioning Costs designated in the Terminal Operator's 

Financial Model as the Decommissioning Costs applicable for that 

Contract Year, by not later than the last day of the relevant Contract 

Year.  The Terminal Operator shall provide confirmation from the 

Terminal Operator to the TNPA, on an annual basis, of the amount of 

the Decommissioning Costs that is provided by the Decommissioning 

Reserves, as well as a reconciliation statement of that amount against 

the amount of the Decommissioning Costs that is required, in 

accordance with the Financial Model, to be provided in respect of the 

relevant Contract Year.  The Terminal Operator shall procure that the 

Terminal Operator ensures that the reconciliation shows that the 

amounts are the same. 

15.6. Terminal Operator’s obligations incorporated into Associated Agreements 

15.6.1. The Terminal Operator shall ensure that the Construction Contractor and the 

Operator incur the same obligations to the Terminal Operator under each 

Construction Agreement and Operations Agreement, respectively, as the 

Terminal Operator has imposed upon it in terms of this Agreement in respect of 

the Construction Works and Operation and Maintenance. 

15.6.2. The Performance Guarantees shall also secure the obligations of the 

Construction Contractor and the Operator under the Associated Agreements in 

favour of the Terminal Operator. 

15.7. Cession of Performance Guarantees 

15.7.1. It is recorded that the Terminal Operator has ceded to and in favour of the 

Lenders, as security for the performance by the Terminal Operator of its 

obligations to the Lenders in respect of the Financing Agreements, all its right, 

title and interest in and to the Construction Performance Guarantee and the 

Operating Performance Guarantee.  The Terminal Operator hereby irrevocably 

cedes all reversionary interests in the Construction Performance Guarantee and 

each Operating Performance Guarantee (which it may have after the aforesaid 

cession to the Lenders) to and in favour of the TNPA, as security for the Terminal 

Operator’s obligations to the TNPA in terms of this Agreement. 
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15.7.2. As security for the performance by the Terminal Operator of its obligations to the 

TNPA in terms of this Agreement, the Terminal Operator hereby irrevocably 

cedes in securitatem debiti to and in favour of the TNPA all its right, title and 

interest in and to the Final Maintenance Guarantee, with effect from the date 

such guarantee is executed.  The Terminal Operator shall be entitled, but not 

obliged, to cede any reversionary interest in the Final Maintenance Guarantee 

(which it may have after the aforesaid cession to the TNPA) to and in favour of 

any Lender as security for the Terminal Operator’s obligations to such Lender 

under the Financing Agreements. 

15.8.  Enforcement Action 

15.8.1. Pursuant to the cession of the Terminal Operator’s right, title and interest, or any 

reversionary interest, (as the case may be) in and to the Performance 

Guarantees as contemplated in clause 15.7 (cession of Performance 

Guarantees), such Performance Guarantees shall secure the Terminal 

Operator’s performance of its obligations to the TNPA in respect of the 

Construction Works and Operation and Maintenance and may be called on by 

the TNPA to the extent of any losses, costs, damages or expenses suffered or 

incurred by the TNPA as a result of a breach by the Terminal Operator of the 

aforesaid obligations including, but not limited to, compensation to the TNPA for 

any actions taken by the TNPA as a result of such breach by the Terminal 

Operator of its obligations. 

15.8.2. Prior to enforcing any such Performance Guarantee as aforesaid, the TNPA shall 

give notice to the Terminal Operator, informing the Terminal Operator of the 

breach giving rise to the right, on the part of the TNPA, to enforce the 

Performance Guarantee.  If such breach is not remedied within the stipulated 

remedy period (as contemplated in clause 45.4 (remedy provisions)), and subject 

to the terms and conditions contained in the relevant or applicable Performance 

Guarantee, the TNPA may enforce the applicable Performance Guarantee for an 

amount equal to any cost, losses, damages or expenses incurred by the TNPA 

in respect of any such breach by the Terminal Operator.] 

16. Project Insurance  

16.1. Insurances and information 

16.1.1. The Terminal Operator shall, in accordance with this clause 16 (Project Insurance), 

obtain and maintain in effect, at its own cost and expense, such insurance coverage 

as is required by: 
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16.1.1.1.any Laws;  and 

16.1.1.2.the standards of a Reasonable and Prudent Operator. 

16.1.2. The Terminal Operator shall take reasonable steps to ensure that its Subcontractors 

obtain and maintain in effect at all times such insurance cover as is appropriate for 

a reasonable and prudent contractor. 

16.2. Application of insurance proceeds 

Unless the TNPA (acting reasonably) otherwise agrees in writing, the Terminal Operator shall 

apply all proceeds of any insurance claim made due to loss or damage to the Project or any 

part of the LNG Terminal (other than claims under any loss of revenue policies) towards 

reinstatement, reconstruction, replacement, repair or renewal of such loss or damage in the 

first instance. 

17. Port Users and Port Rules 

The Terminal Operator shall fulfil its obligations, duties and responsibilities under this Agreement 

and in particular (without limitation) its duties in respect of the provision of the Construction 

Works, the Operation and Maintenance and the Services: 

17.1. so as not to interfere with the use of the Port, its facilities and the Port Infrastructure by 

other Port Users; and 

17.2. in compliance at all times with the Act and the Port Rules. 

18. Shareholding in the Terminal Operator 

The Terminal Operator shall procure that there is no change in the equity of the Terminal Operator 

(or in any subsidiary or company of which the Terminal Operator is a subsidiary), unless such 

change in equity has been approved by the TNPA 

19. Assignment 

19.1. The Terminal Operator may not assign its rights and obligations under this Agreement to 

a third party without the written consent of the TNPA which consent shall not be 

unreasonably held.  

19.2. The Terminal Operator may not Assign its rights under this Agreement for the purpose of 

providing security under the relevant Financing Agreements without the consent of the 

TNPA which consent shall not be unreasonably held.  

19.3. The TNPA may not Assign all or any part of its rights and or obligations under this 

Agreement to a creditworthy third party, save with the prior written approval of the Terminal 
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Operator (such approval not to be unreasonably withheld, conditioned or delayed) or to 

give effect to any mandatory requirement of any Law, and provided that all of the TNPA's 

rights and or obligations under the Direct Agreement are assigned together with this 

Agreement. 

20. The TNPA's Assistance and Rights and Limitations on Liability 

20.1. Except as otherwise provided in this Agreement, the TNPA shall; 

20.1.1. apply its best endeavours, assist the Terminal Operator in its dealings with any 

Responsible Authority in connection with implementing the Project in accordance 

with the terms and conditions set forth herein; and 

20.1.2. apply its best endeavours to assist the Terminal Operator to obtain those 

consents necessary for the Construction Works and Operation and Maintenance 

or Services, provided that the TNPA shall not be liable or responsible for any 

failure of the Terminal Operator to obtain any such Consents.  If the Terminal 

Operator fails to obtain any such Consents, the Terminal Operator shall discuss 

with the TNPA mutually acceptable solutions. 

20.2. Nothing in this Agreement shall preclude or in any manner limit the rights of the TNPA or 

any other Responsible Authority from granting such further or other concessions as it in 

its sole discretion deems fit, nor shall the Terminal Operator have any claim against the 

TNPA or any other Responsible Authority arising from the grant of such further or other 

concessions, provided that the TNPA agrees and undertakes for the duration of the 

Operating Term, and the Construction Period that, subject to Part VI of this Agreement, it 

will not itself, nor will it grant a concession or similar right to any person to, operate a 

facility substantially similar to the LNG Terminal  at the Port. 

20.3. The TNPA shall not be liable to the Terminal Operator for the volume of demand for the 

Services. 

20.4. No warranties, representations or undertakings are given as to the accuracy or 

completeness of any information provided by the TNPA and any other Responsible 

Authority and or its advisors.  None of the TNPA nor its advisors shall be liable for any 

error, misrepresentation or omission in any such information. 

20.5. Notwithstanding anything else contained in this Agreement, the Terminal Operator shall 

not in any way be relieved from any obligation under this Agreement nor shall it be entitled 

to claim against the TNPA or any other Responsible Authority and or their respective 

officers, employees, agents and or representatives on grounds that any information, 

whether obtained from or made available by the TNPA or any such other Responsible 

Authority and or their respective officers, employees, agents and or representatives or 
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otherwise is incorrect or insufficient and shall make its own enquiries as to the accuracy 

and adequacy of that information. 

20.6. Where in this Agreement any power, duty, function or discretion is given or is to be carried 

out or exercised by the TNPA, such power, duty, function or discretion may be carried out 

or exercised by any person nominated by the TNPA. 

21. The TNPA Step-in  

21.1. In the event that a serious and urgent risk arises to the health or safety of persons, 

property, the environment and or to the national and public safety of persons and or to 

discharge a statutory duty, the TNPA may be authorised by the Minister of Public 

Enterprises, with the concurrence of the Minister of Transport, to take any action 

necessary in in respect of the Operation, Maintenance, Construction Works and or the 

Services of the Port to prevent or curtail the risk or to discharge the statutory duty.  The 

TNPA shall be entitled to take action in accordance with the following provisions:  

21.1.1. If pursuant to clause 21.1, the TNPA wishes to take action, it shall as soon as 

possible after reaching its determination to do so notify the Terminal Operator in 

writing of: 

21.1.1.1. the action it wishes to take; 

21.1.1.2. its reasons for taking such actions; 

21.1.1.3. the date when it wishes to commence such action; 

21.1.1.4. the time period (the "Step-in Period") which it reasonably believes will 

be necessary for such action and which must be a fixed period; and  

21.1.1.5. to the extent practicable, the effect of such action on the Terminal 

Operator on its obligations to perform the Operation and Maintenance 

and Construction Works, and or Services during Step-in Period. 

21.1.2. Following the service of such notice, the TNPA shall take such action as notified under 

clause 21.1.1 and any ancillary action as it reasonably believes is necessary (the 

"Required Action") and the Terminal Operator shall give all reasonable assistance to 

the TNPA in the conduct of such Required Action. 

21.1.3. If the Terminal Operator is not in breach of its obligations in terms of this Agreement in 

respect of which the Required Action is proposed to be taken, then for so long as and 

to the extent that the Required Action is taken, and this prevents the Terminal Operator 

from providing any part of the Project: 
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21.1.3.1. the Terminal Operator shall be relieved from such obligations; and 

21.1.3.2. in respect of the time period over which such Required Action is conducted 

and provided that the Terminal Operator provides the TNPA with such 

reasonable assistance as the TNPA may need in the conduct of such 

Required Action (such assistance, however, to be at the expense of the TNPA 

to the extent of any incremental costs), the TNPA shall pay to the Terminal 

Operator an amount of monies that is equal to the revenue that the Financial 

Model projects to have been earned by the Terminal Operator at the time of 

and during the period of the Required Action if the Terminal Operator was 

fulfilling all its obligations in respect of the Project that are affected by the 

Required Action over such period.] 

21.1.4. If the Required Action is taken as a result of a breach by the Terminal Operator of any 

of its obligations under this Agreement, then for so long as and to the extent that such 

Required Action is taken and this prevents the Terminal Operator from providing any 

part of the Project: 

21.1.4.1.  the Terminal Operator shall be relieved of its obligations in respect of such 

part; and 

21.1.4.2. the Terminal Operator shall owe the TNPA an amount equal to the TNPA’s 

costs of taking such Required Action,   

provided that, if by the expiry of the Step-in Period, the breach still subsists and if it 

constitutes a Terminal Operator Default, then the TNPA will be entitled to serve a notice 

in terms of clause 45.3 (the TNPA's option) requiring the Terminal Operator to remedy 

the Terminal Operator Default or to put forward a remedial programme. 

PART II – PROVISION OF THE PROJECT SITE AND THE PORT 

22. Provision of the Port 

TNPA shall provide, manage and maintain the Port, in accordance with the Act and any other Laws 

that are applicable to such provision, management and maintenance from time to time and in 

accordance with the Act and other applicable Laws. 

23. Project Site 

23.1. The Terminal Operator acknowledges that the Project Site as at Signature Date, is 

occupied by the Outgoing Terminal Operator. The TNPA shall facilitate the handover of 
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the Project Site from the Outgoing Terminal Operator to the Terminal Operator during the 

Transitional Period in accordance with the Transition Schedule as set out in clause 28. 

(Operations Commencement). 

23.2. As provided for in clause 6 above TNPA, shall remain the owner of the Project Site for the 

duration of this Agreement. The Terminal Operator acknowledges the ownership rights of 

TNPA in respect of the Project Site on which the Port is constructed and shall not in any 

way challenge or procure that any Person challenges or assists any other Person to 

challenge, such ownership rights and title of TNPA.  

23.3. The Terminal Operator acknowledges that it does not have and shall not have any rights 

of title, ownership, lien, leasehold or any other rights in respect of the Project Site, other 

than the rights of occupation and use as detailed in this Agreement. The Terminal Operator 

also acknowledges that the Lenders do not have and shall not have any rights of title, 

ownership, lien, leasehold or any other rights in respect of the Project Site by virtue of 

providing funding to the Terminal Operator in respect of the Project.  

23.4. The Terminal Operator shall bear all risks and costs with regard to the physical conditions 

or obstructions on the Project Site (both above ground and subsurface and whether 

artificial or not) whether foreseen or unforeseen which are encountered during 

Construction Works or otherwise. The Terminal Operator shall be deemed as at the date 

of this Agreement to have satisfied itself in all respects as to the properties, nature, 

condition and extent of the Project Site. 

23.5. The Terminal Operator shall, for the duration of this Agreement, have the right to use and 

occupy the Project Site, commencing on the Effective Date. 

23.6. The Terminal Operator shall, in respect of its rights of use of the Project Site, pay to the 

TNPA the Concession Fee  amount in accordance with the provisions of clause Error! 

Reference source not found. (Concession Fee ) of this Agreement.   

23.7. In addition to the payment of Concession Fee  in terms of clause Error! Reference source 

not found. (Concession Fee ), the Terminal Operator accepts responsibility for the 

payment of all municipal Operation and Maintenance  and Utilities provided in respect of 

the Project Site, rates, Taxes, charges, levies, assessments or any equivalent taxation 

which may at any time be levied by a Relevant Authority upon or in connection with the 

Project Site, in respect of the period covered by this Agreement, other than any Taxes 

imposed in relation to the receipt by TNPA  of the payment detailed in clause Error! 

Reference source not found. or in connection with its disposal of its interest in the Project 

Site used by the Terminal Operator or in relation to any other amounts received by or 
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accrued to TNPA  as a result of or in connection with this Agreement or the Project Site 

used by the Terminal Operator. All amounts payable by the Terminal Operator in terms of 

this clause 21.7  shall be paid monthly within 30 (thirty) days of been issued with an invoice 

from TNPA. 

23.8. The Terminal Operator may object to any rates valuation made by any Relevant Authority 

of the Project Site used by the Terminal Operator or the Project Site of which they form 

part.  The Terminal Operator shall be liable for all costs in prosecuting any such objection 

and the Terminal Operator shall be entitled to any benefit accruing as a result of a 

successful objection.  

23.9. If TNPA  is obliged by the Relevant Authority to make payments referred to in clause 23.7 

, as a result of which TNPA  makes such payments on behalf of the Terminal Operator, 

TNPA  shall notify the Terminal Operator in writing about such payments and following 

such notice the Terminal Operator shall, within 30 (thirty) Days after being called upon to 

do so, refund to TNPA  such payments as TNPA may have made in respect of the rates, 

Taxes, charges, levies, assessments or equivalent Taxes levied. 

23.10. TNPA shall use its reasonable endeavours to ensure that no other Port Users negatively 

affect the use by the Terminal Operator of the Project Site. The Terminal Operator shall 

not negatively affect the use of the Port by TNPA and the other Port Users, other than 

the Project Site and then only to the extent detailed in this Agreement. 

23.11. TNPA shall have the right to enter into and inspect the Project Site and the Terminal at 

reasonable times and on reasonable notice so as to enable it to inspect the Project Site 

and the Terminal, to fulfil its obligations of maintenance in respect of the Port and to fulfil 

its obligations as the port authority of South Africa. 

23.12. The Terminal Operator shall use the Project Site solely for the uses and purposes 

contemplated in this Agreement in respect of the Project. 

23.13. The Terminal Operator shall be responsible for maintaining the Project Site in good 

condition, fair wear and tear excepted, at no cost to TNPA or any other Port User. TNPA 

shall maintain or shall use its reasonable endeavours to procure that other Port Users 

maintain the Port, other than the Project Site, in good condition, fair wear and tear 

excepted, at the cost of TNPA or the relevant Port User. The Parties shall meet and 

discuss any intended maintenance or repair activities so as to ensure that such activities 

are conducted in a manner that minimises any interference with the operations of the 

other Party. 
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23.14. The Terminal Operator shall not be able to transfer any of its rights in respect of the 

Project Site or the use thereof to any other Person without the prior written consent of 

TNPA.  

23.15. The Terminal Operator shall, subject to TNPA ’s approval, provide for: 

23.15.1.the clearance of the Project Site; 

23.15.2.any diversions to and re-routing of roads not forming part of the Project Site; and 

23.15.3.the clearance, relocation and diversion of all Utilities on the Project Site, 

from the date the Project Site is delivered to the Terminal Operator and which are 

necessary for the execution of the Project. 

23.16. The Terminal Operator shall, at its cost, apply for all Consents required for the clearance 

of the Project Site. 

23.17. The Terminal Operator shall continue to be bound by and shall honour any existing 

agreements between TNPA and any person, which grant access or way-leaves to the 

Project Site. The Terminal Operator may, however, apply to TNPA for any necessary 

modifications or cancellations of such agreements, such application to be made 

timeously in order to avoid any delay or additional cost. To the extent that TNPA has the 

right to modify or cancel such agreements, it shall comply timeously with the Terminal 

Operator’s reasonable request to modify and or cancel any such agreements. 

23.18. TNPA shall make available to the Terminal Operator to the extent that it is able to do so, 

all of agreements referred to in clause 23.17.  

24. Key Personnel and Removal of Personnel 

24.1. The Terminal Operator shall at all times ensure that it has sufficient suitable and 

appropriately qualified and experienced personnel to undertake the Project  and that such 

personnel shall be located in South Africa.  Without limiting the generality of the foregoing, 

the Terminal Operator shall ensure that the key personnel positions are always filled as 

soon as reasonably possible. 

24.2. The Terminal Operator shall implement all measures as are required by Law and or as 

may be reasonably necessary to ensure the safety of its employees or Subcontractors 

and shall provide them or ensure that they are provided, free of charge, with any necessary 

personal protective clothing and equipment. 
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24.3. The Terminal Operator accepts full responsibility for the training of staff and shall ensure 

that all its employees and Subcontractors are properly trained for the work they are 

undertaking and are familiar with safety and security requirements that apply to the 

Terminal. 

24.4. The TNPA may require the Terminal Operator to remove any employee or other personnel 

of the Terminal Operator or any Subcontractor from the Project Site and the Terminal 

Operator shall do so (subject to applicable law) if in the reasonable opinion of the TNPA 

such employee or personnel engages in any conduct which might reasonably result in a 

breach of any provision of this Agreement or threaten public health, safety or security, and 

the Terminal Operator shall immediately comply and replace such employee or personnel 

with suitable appropriately qualified and experienced replacements, subject to applicable 

law. 

25. Health and Safety 

25.1. Within 3 Months of the Actual Operations Commencement Date, the Terminal Operator 

shall, at its cost, complete a comprehensive risk assessment of its business, in respect of 

all areas of the Terminal, and the Services or processes it intends to undertake, in 

accordance with the requirements of the Occupational Health and Safety Act No 85 of 

1993, and shall provide the TNPA with a full report on its risk assessment so undertaken 

within 1 (one) Month of completing the assessment.  

25.2. The Terminal Operator shall be responsible for: 

25.2.1. the implementation of and adherence to the IMDG Code and its regulations; 

25.2.2. compliance with the Occupational Health and Safety Act No 85 of 1993 and 

regulations promulgated in terms of that Act; 

25.2.3. procuring and implementing systems and Services for the prevention, monitoring, 

detection and extinguishment of fires or explosions; and 

25.2.4. maintaining a working environment which is safe and designed to minimise the 

risk of injury or illness to any person present on the Project Site and to minimise 

the risk of loss or damage to Cargoes, LNG Carriers or other moveable and 

immoveable property in accordance with Law and the further written requirements 

of the TNPA.   

25.3. Save for the storage of LNG and or Gas, the Terminal Operator may not keep or store on 

the Terminal any hazardous or flammable substances unless: 



PoRB LNG RFP 25 /11/2022 Annexure VV 

77 
 

25.3.1. it reasonably requires such hazardous or flammable substances to be kept or 

stored to enable it to conduct its business on the Port Site; 

25.3.2. it has obtained the prior written approval of the TNPA; and 

25.3.3. it complies with the applicable Law in respect of hazardous substances in general 

and that specific hazardous substance in particular.  

25.4. In addition to the general Port water network provided by the TNPA, the Terminal Operator 

shall provide, at its own cost, such fire water network, facilities or equipment, or other 

protective measures, that are, in the TNPA’s reasonable opinion, necessary in order to 

provide effective fire protection installations and water supply to the Port Site. 

25.5. The TNPA may, from time to time, require the Terminal Operator, by notice in writing, to 

provide and install, at the Terminal Operator’s cost, such further devices, appliances and 

installations as the TNPA may reasonably consider necessary to minimise the risk of any 

fire occurring or to prevent the spread of any fire which may occur. The Terminal Operator 

shall, when so required, comply with the requirements set forth in such notice within the 

time period specified in the notice.]  

26. Security  

26.1. The Terminal Operator must ensure, to the extent necessary, that the perimeter of the 

LNG Terminal is fenced with security fencing of a standard reasonably acceptable to the 

TNPA and which is in compliance with the ISPS Code, and that such fencing is maintained 

at that standard (and repaired as necessary) during the term of this Agreement. 

26.2. The Terminal Operator must otherwise provide for the security of the Terminal 

Infrastructure and Terminal Equipment at its own cost. 

26.3. The Terminal Operator shall comply in all material respects with the provisions of the 

International Maritime Organisation Convention of Safety and Security at Sea, the ISPS 

Code, and the Terminal Operator shall be responsible for the security of the Terminal and 

for all persons and movables therein, including Cargoes, and for the implementation of 

and adherence to the ISPS Code.  The Terminal Operator shall submit to the TNPA, within 

1 (one) Month of the Actual Operations Commencement Date, a Terminal security 

assessment and develop a Terminal security plan for security levels 1, 2 and 3, 

corresponding with normal, medium and high threat situations. The plan shall indicate the 

operational and physical security measures the Terminal Operator will take to ensure that 

it normally operates at security level 1. The plan shall also indicate the additional, or 

intensified, security measures the Terminal Operator will take when instructed to do so by 

the TNPA, to move to and operate at security level 2, and to operate at security level 3. 
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The Terminal Operator will nominate a LNG Terminal security officer, organise regular 

security drills and at all times provide the necessary security equipment on the Terminal.  

26.4. As part of the Terminal security plan the Terminal Operator shall monitor and control all 

Cargo, vehicles and people entering and leaving the Terminal and ensure that security 

communications are always readily available.  

PART III – DESIGN AND CONSTRUCTION, OPERATION AND MAINTENANCE 

27. Independent Certifier 

27.1. Appointment of Independent Certifier 

It is recorded that the Independent Certifier has been appointed by the Terminal Operator 

in terms of the PPA, at the Terminal Operator's cost and expense on terms substantially 

similar to the terms contained in the Independent Certifier Agreement.  

27.2. Performance of duties of Independent Certifier 

27.2.1. The Terminal Operator shall provide the Independent Certifier with a copy of this 

Agreement and shall, to the extent available to the Terminal Operator, provide 

the Independent Certifier with the requisite information and documentation in 

order to enable the Independent Certifier to discharge its duties and or 

obligations.  This information includes, but not limited to, the following: 

27.2.1.1. copies of working drawings, Schedules and specifications prepared 

by the Terminal Operator and its Subcontractors sufficient to 

demonstrate compliance of the Terminal Operator and 

Subcontractor against the requirements of this Agreement; 

27.2.1.2. copies of the Terminal Operator's correspondence relating to the 

LNG Terminal or building control matters; 

27.2.1.3. copies of the Terminal Operator's commission reports; 

27.2.1.4. copies of the operating and maintenance manual; 

27.2.1.5. a copy of the health and safety plan of the Terminal Operator; and 

27.2.1.6. any other information that the Independent Certifier reasonably 

requires in order to fulfil its duties and responsibilities. 

27.2.2. The Independent Certifier shall be required to perform the duties set forth in this 

Agreement and in the Independent Certifier Agreement. 



PoRB LNG RFP 25 /11/2022 Annexure VV 

79 
 

27.2.3. The TNPA and the Terminal Operator shall be entitled to consult with the 

Independent Certifier on any matter relating to the Project.  The TNPA and or the 

Terminal Operator may request the Independent Certifier to deliver and issue an 

opinion, instruction, certificate or valuation, or other determination as applicable 

with respect to all technical matters relating to the Project, in accordance with the 

provisions of and as contemplated in this Agreement.  The Parties agree to 

comply with such decisions of the Independent Certifier until and unless 

otherwise determined pursuant to clause 53 (Dispute Resolution). 

27.2.4. The Independent Certifier’s duties shall include, but shall not be limited to, the 

review, inspection, testing, approving and certification of the Construction 

Contractor’s work to ensure proper performance and completion of the 

Construction Works in accordance with this Agreement, the Construction 

Agreement and the Independent Certifier Agreement.  The Independent 

Certifier’s duties may also include the review, analysis, audit, inspection and 

testing of the Operator's work to ensure proper Operation and Maintenance in 

accordance with the terms of this Agreement, the Operations Agreement and the 

Independent Certifier Agreement. 

27.2.5. Nothing in this clause shall alter the rights and obligations of the Parties under 

this Agreement nor prevent the Parties from challenging any opinion, instruction, 

determination, certification or valuation of the Independent Certifier in 

accordance with clause 53 (Dispute Resolution), provided that the Parties shall 

comply with such decisions by the Independent Certifier until and unless 

otherwise determined pursuant to clause 53 (Dispute Resolution). 

27.2.6. If any determination, which the Independent Certifier is required to make in terms 

of this Agreement or the Independent Certifier Agreement, involves an evaluation 

or assessment of any matter outside the Independent Certifier's field of expertise 

as Independent Certifier, the Independent Certifier shall rely on independent 

expert advice in making such evaluation or assessment. 

28. Design and Construction2 

28.1. Performance of Preliminary Design and Detailed Design  

28.1.1. The Terminal Operator shall complete the preliminary design prior to the Effective 

Date, perform or procure the performance of the Preliminary Design. 

 
2 Bidders to note that this clause is drafted on the premise that the Terminal Operator will undertake the design and construction 

of all the infrastructure and will be revised to the extent that the TNPA confirms that it will undertake the financing, design 
and construction of the Port Infrastructure and Common User Infrastructure.  
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28.1.2. The Terminal Operator shall perform or procure the performance of the Detailed 

Design in accordance with the Detailed Design Procedure and the D&C 

Specifications. 

28.1.3. The LNG Terminal shall be designed and constructed so as to fulfil the following 

requirements of the Operating Specifications. 

28.2. Execution of Construction Works 

28.2.1. The Terminal Operator shall perform or procure the performance of the Construction 

Works in accordance with the provisions of this Agreement and the D&C 

Specifications provided by the bidder. 

28.2.2. The Terminal Operator shall bear sole responsibility for the procurement of all 

construction materials, the adequacy of the design and compliance with the D&C 

Specifications provided by the bidder. 

28.2.3. The Terminal Operator may submit to the Independent Certifier proposals for 

modifications by the Terminal Operator to the design, which, in the Terminal 

Operator’s opinion, would improve the quality or safety of the LNG Terminal. 

28.2.4. The location, design and construction of any points of access to and or egress from 

the Project Site both during construction and afterwards shall be in accordance with 

the D&C Specifications or otherwise be subject to the prior consent of the TNPA and 

the Terminal Operator. 

28.3. Commencement of Construction Works 

The Terminal Operator shall be entitled to commence construction of the Construction Works 

at any time after the Effective Date. 

28.4. Completion of Construction Works 

28.4.1. Completion of the Construction Works shall be effected not later than the Target 

Completion Date unless such date is extended in terms of this Agreement. 

28.4.2. Upon the Construction Contractor giving notice to the Terminal Operator in terms of 

the relevant Construction Agreement of the anticipated date of completion of the 

Construction Works, the Terminal Operator shall promptly and, in any event within 

7 (seven) days after receipt of such notice, notify the TNPA and the Independent 

Certifier of such anticipated date, provided that such notice shall be given not less 

than 28 (twenty-eight) days before such anticipated date. 
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28.4.3. The TNPA and the Independent Certifier shall inspect the Construction Works on 

such anticipated date of Construction Completion or as soon as reasonably 

practicable thereafter, but in any event within 7 (seven) days after such anticipated 

date. 

28.4.4. If the Independent Certifier is reasonably of the opinion that completion of the 

Construction Works has taken place, the Independent Certifier shall forthwith issue 

the Completion Certificate. 

28.4.5. If the Independent Certifier is not satisfied that completion as set out in clause 28.4.4 

has occurred, the Independent Certifier shall notify the Terminal Operator and the 

TNPA of such failure to attain completion of the Construction Works within 5 (five) 

Business Days after the inspection referred to in clause 28.4.3 specifying those 

elements of the LNG Terminal  or other conditions that remain to be satisfied by the 

Terminal Operator. 

28.4.6. The issuing of a Completion Certificate shall not be withheld or delayed 

notwithstanding that minor items have yet to be completed and or attended to and 

such outstanding items shall be reflected in a Snagging List (as defined in clause 

28.4.8). 

28.4.7. The Independent Certifier shall issue a Completion Certificate within 5 (five) 

Business Days after the completion, to the Independent Certifier’s satisfaction, of 

the Construction Works specified in the notice contemplated in clause 28.4.5 and 

the satisfaction of any other conditions specified. 

28.4.8. The Independent Certifier shall identify in a list ("Snagging List") appended to the 

Completion Certificate any unfulfilled obligations of the Terminal Operator 

("Unfulfilled Obligations"), which the Terminal Operator has undertaken to 

complete in respect of the Construction Works and the time within such Unfulfilled 

Obligations are to be completed or certify that there are no Unfulfilled Obligations in 

respect of the Construction Works.  The Terminal Operator shall attend to such 

Unfulfilled Obligations within the time specified in the Snagging List. 

28.5. Archaeological Matters 

28.5.1. All fossils, coins, articles of value or antiquity, structures and other remains or things 

of geological or archaeological interest or burial sites discovered on the Site 

("Archaeological Articles") shall (as between the Parties) be the property of the 

TNPA.  The Terminal Operator shall take all reasonable precautions to prevent its 

agents, representatives and employees, labour or other persons from removing or 

damaging any such Archaeological Articles.  The Terminal Operator shall, 
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immediately upon discovery of such Archaeological Articles, advise the TNPA and 

the Independent Certifier, who shall issue instructions for dealing with it, 

accordingly. 

28.5.2. If the Terminal Operator has suffered delay in the execution of its rights or 

obligations in terms of this Agreement as a result of having followed the Independent 

Certifier’s instructions as contemplated in clause 28.5.1 or any obtaining the 

Consents required in respect of such Archaeological Articles and their removal or 

preservation, the Terminal Operator shall be granted an extension to the Target 

Completion Date and or the Scheduled Operations Commencement Date, 

equivalent to the delay suffered in suspending the Construction Works complying 

with any instructions of the Independent Certifier and the Terminal Operator shall 

be entitled to compensation for any Losses caused as a result of the discovery of 

such Archaeological Articles. 

28.6. Utilities and Utility Way- Leaves 

28.6.1. The TNPA shall provide Utilities between the Port Boundary and the LNG Terminal 

provided that, for the avoidance of doubt, the TNPA shall not be liable or responsible 

for any Utilities at the LNG Terminal , including the removal and disposal of waste. 

28.6.2. The TNPA shall have the right to approve the establishment on or over and or 

relocation from the Port Site, at the request of any public or private Utility, of Utility 

way-leaves including, but not limited to, power pylons or lines, water or gas pipes 

and telecommunication lines or pylons. 

28.6.3. If such establishment and or relocation has delayed the Construction Works or the 

Scheduled Operations Commencement Date or adversely affected the normal 

course of Operation and Maintenance, the Terminal Operator shall be granted an 

extension to the Target Completion Date and or the Scheduled Operations 

Commencement Date, equivalent to the delay suffered in suspending the 

Construction Works and the Terminal Operator shall be entitled to compensation for 

any Losses caused as a result of the establishment and or relocation. 

28.7. Information relating to the Project and the Construction Works  

28.7.1. The Terminal Operator shall furnish to the TNPA, or any of its duly authorised 

representatives, all such reports and other such information in relation to the Project 

and the Construction Works as the TNPA may reasonably request from time to time. 

28.7.2. The Terminal Operator shall cause the Construction Contractor to provide directly to 

the TNPA copies of the reports of the Construction Contractor as set forth in this 

Agreement and the relevant Construction Agreement. 
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28.7.3. Upon completion of any part of the Construction Works, the Terminal Operator shall 

supply the TNPA with the Construction Documents, copies of all "as-built" drawings 

and such other technical and design information and completion records relating to 

the finished Construction Works as the TNPA may reasonably request. 

28.8. Disruption to Port and Port Users 

The Terminal Operator shall ensure that none of the Construction Works cause any disruption 

to existing Port Users nor to activities on adjoining land except to the extent that such 

disruption cannot reasonably be avoided as a result of any Construction Works being carried 

out. Where disruption cannot reasonably be avoided, the Terminal Operator shall ensure that 

appropriate traffic and other appropriate management measures are implemented to 

minimise the effect of any such disruption on Port Users. 

29. Commissioning  

29.1. Commencement of Operation and Maintenance 

The Terminal Operator shall perform or procure the performance of Operation and 

Maintenance in accordance with the D&C Specifications and the Operating Specifications. 

29.2. Inspection 

29.2.1. Upon the Construction Contractor giving notice to the Terminal Operator in terms 

of the Construction Agreement of the anticipated date of Operation 

Commencement, the Terminal Operator shall promptly and, in any event within 

7 (seven) days after receipt of such notice, notify the TNPA, and the Independent 

Certifier of such anticipated date, provided that such notice shall be given not 

less than 28 (twenty-eight) days before such anticipated date. 

29.2.2. The TNPA, and the Independent Certifier shall, no later than 21 (twenty-one) 

days before such anticipated date of Operation Commencement, inspect the 

Construction Works in conjunction with the Terminal Operator to verify whether 

or not Operation Commencement will be achieved by the anticipated date. 

29.2.3. If the Independent Certifier is reasonably of the opinion that Operation 

Commencement will be achieved by the anticipated date and that provision of 

the Services can commence from such anticipated date, the Independent 

Certifier shall within 5 (five) Business Days after such inspection issue the 

Provisional Operations Certificate to the Terminal Operator. 

29.2.4. If any of the conditions set out in clause 29.2.3 have not been satisfied, the 

Independent Certifier shall, within 5 (five) days after the inspection referred to in 
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clause 29.2.2, notify the Terminal Operator, and the TNPA of such failure to 

satisfy the conditions, and shall specify those elements of the Construction 

Works or other conditions that remain to be satisfied by the Terminal Operator 

and shall state the date on which the Independent Certifier reasonably estimates 

those elements or other conditions will be satisfied. 

29.2.5. On the date referred to in clause 29.2.4, the Independent Certifier shall again 

inspect the Construction Works and, if the matters referred to in the notice have 

been satisfied, the Independent Certifier shall issue the Provisional Operations 

Certificate forthwith.  If necessary, the procedure provided for in clause 29.2.4 

shall be repeated until the Independent Certifier has issued the Provisional 

Operations Certificate. Nothing shall prevent the Independent Certifier from 

inspecting earlier than the date given by him if so requested by either the 

Terminal Operator or the TNPA. 

29.2.6. On the anticipated date for Operation Commencement determined in terms of 

clause 29.2.3 or 29.2.5, the Independent Certifier shall inspect the Construction 

Works and, if he is satisfied that Operation Commencement will be achieved, 

shall forthwith and on the same day as the inspection issue to the Terminal 

Operator the Operations Certificate.  If the Independent Certifier is not so 

satisfied, he shall notify the Terminal Operator of those items which require to be 

attended to in order to achieve Operation Commencement and, when such items 

have been attended to, the Independent Certifier shall forthwith and on the same 

day as the relevant items are finally attended to by the Terminal Operator, issue 

the Operations Certificate to the Terminal Operator. 

29.3. Approval to provide Services 

29.3.1. The TNPA shall, subject to and in accordance with the provisions of the Act, 

grant approval to the Terminal Operator to provide the Services and shall at the 

same time announce the LNG Terminal open and that the Terminal Operator is 

authorised to charge and collect fees in respect of the Services, with effect from 

the date that the Independent Certifier issues the Operations Certificate.  The 

date specified by the TNPA in the relevant notice issued in respect of such 

approval, as the date upon which the aforesaid approval and authorisation 

comes into operation or takes effect, shall be the Actual Operations 

Commencement Date.   

29.3.2. Notwithstanding but without prejudice to the provisions of clause 29.3.1, the 

Terminal Operator shall not operate the LNG Terminal  or charge or collect fees 

in respect of the Service until the Independent Certifier has issued the Operations 

Certificate in terms of clause 29.2.6. 
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30. Operation and Maintenance  

30.1. Obligation to Operate and Maintain 

During the Operations Period, the Terminal Operator shall be obliged to undertake 

Operation and Maintenance subject to and in accordance with the terms of this 

Agreement. 

30.2. Standards of Operation and Maintenance 

30.2.1. Operation and Maintenance shall be carried out in accordance with the standards 

of a Reasonable and Prudent Operator, the Law and in conformity with the 

standard of care and workmanship prescribed in the Operating Specification, 

using equipment and materials which are of suitable quality for the purposes and 

uses intended and free of defects and deficiencies, and in accordance with the 

Operating Specifications. 

30.2.2. Prior to the Target Completion Date, the Terminal Operator shall prepare 

operation and maintenance manuals based on the Operating Specifications and 

shall submit such manuals to the TNPA for approval.  Once the TNPA has 

approved such manuals, the manuals shall be the ("Operation and 

Maintenance Manuals"). 

30.2.3. Any changes to the Operation and Maintenance Manuals, after such manuals 

have been approved by the TNPA as contemplated in clause 30.2.2, shall require 

the prior approval of the TNPA. 

30.3. Management 

30.3.1. The Terminal Operator shall ensure that, subject to the other provisions of this 

Agreement, the LNG Terminal  is open to provide the Services and that the use 

of the LNG Terminal  and provision of the Services are convenient and safe at 

all times and (for the avoidance of doubt) 24 (twenty-four) hours of each day. 

30.3.2. The Terminal Operator shall take all reasonable steps in the performance of its 

obligations hereunder in such a way so as to prevent the occurrence of any 

Environmental or health and safety hazards. 

30.3.3. The Terminal Operator shall otherwise manage the LNG Terminal  and all LNG 

Carriers using the LNG Terminal  in accordance with the Act, the Port Rules, the 

Operation and Maintenance Manuals and the Operating Specifications. 

30.3.4. The Terminal Operator shall at all times exercise the Operating Rights strictly in 

compliance with the provisions of this Agreement and applicable Law. 
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30.4. Marketing 

30.4.1. Upon the written request of the TNPA providing the Terminal Operator with no 

less than 6 months prior written notice, the Terminal Operator shall actively 

market the LNG Terminal  and the Services internationally.  The Terminal 

Operator shall submit all information, materials, documents and any other data 

that it intends to use in respect of its marketing campaign in respect of the 

marketing of the LNG Terminal  and the Services to the TNPA for approval prior 

to its use thereof.  

30.4.2. Within 30 (thirty) days of the receipt by the TNPA of the information, materials, 

documents and other data detailed in clause 30.4.1, the TNPA shall either grant 

or withhold its consent in respect of the use thereof in the marketing of the LNG 

Terminal and the Services.  If the TNPA withholds its consent, it will provide its 

written reasons for such withholding at the time that it notifies the Terminal 

Operator that it is withholding its consent.  If the TNPA has withheld its consent 

in respect of any such information, materials, documents or other data, the 

Terminal Operator shall not be entitled to use it in the marketing of the LNG 

Terminal  and the Services. 

30.5. Performance Measures 

30.5.1. Subject to clause 30.5.6, the Terminal Operator shall, from the first anniversary 

of the Actual Operation Commencement Date, meet the minimum performance 

standards to be determined by the TNPA, after consultation with the Terminal 

Operator, and notified to the Terminal Operator in writing at least 3 (three) 

Months prior to such anniversary. 

30.5.2. The minimum performance standards determined in terms of clause 30.5.1 shall 

be reviewed by the TNPA on an annual basis after consultation with the Terminal 

Operator, and new minimum performance standards shall be determined by the 

TNPA and notified in writing to the Terminal Operator prior to expiry of the year 

in which such review is conducted.  

30.5.3. The performance of the Terminal Operator will be reviewed quarterly by the 

TNPA. 

30.5.4. In order to conduct the quarterly review, the Terminal Operator shall provide the 

TNPA, within 10 (ten) Business Days after the end of each Quarter, with all 

information that is, in the reasonable opinion of the TNPA, necessary to conduct 

the review. 
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30.5.5. The TNPA shall communicate its initial comments and any requests for additional 

information within 10 (ten) Business Days after information has been provided to 

the TNPA, by the Terminal Operator in respect of its performance against the 

agreed TOPS. The TNPA will take into consideration any response by the 

Terminal Operator to these initial comments and provided that this response is 

submitted within 10 (ten) Business Days of the initial comments. Where TNPA 

makes a negative finding regarding any aspect of the performance of the 

Terminal Operator, it shall give reasonable notice to that effect to the Terminal 

Operator and representatives of TNPA and the Terminal Operator shall meet to 

discuss and develop a performance improvement plan or a performance 

remediation strategy, in terms of which:  

30.5.5.1. a plan of action with appropriate timelines shall be implemented by the 

Terminal Operator without delay, and   

30.5.5.2. the results thereof be submitted within the set timelines to TNPA for 

review and final decision and/or outcome.   

30.5.6. When, in the opinion of the Terminal Operator, circumstances occur which may 

impact negatively on its achievement of its performance targets, the Terminal 

Operator shall notify the TNPA in writing within 10 (ten) Business Days of the 

occurrence and both the Terminal Operator and the TNPA shall document the 

details of the occurrence.  The performance standards may be relaxed should 

the Terminal Operator be prevented or delayed in performing its obligations by 

reason of a Force Majeure Event. The performance standards may be reviewed 

and amended, by agreement between the Parties, in the case of any other event 

or circumstance demonstrably beyond the control of the Terminal Operator, 

which had a material, negative impact on the achievement of the targets by the 

Terminal Operator. 

30.5.7. Subject to the provisions of clause 42, if the Terminal Operator fails to achieve 

any of the minimum performance standards following receipt of the Annual 

Report, TNPA shall review compliance by the Terminal Operator with the 

performance standards annually in respect of the preceding Contract Year.  

30.5.8. In this clause, Performance Penalties and Incentives” shall mean penalties 

payable by the Terminal Operator to the TNPA for a failure to meet or comply 

with the minimum performance standards and incentives payable to the Terminal 

Operator by the TNPA where the minimum performance standards are achieved. 

The performance standards as set out in Schedule 25 of the TOA shall continue 

to apply and remain binding on the parties.  
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30.5.9. If Terminal Operator achieves the minimum performance standards as agreed 

for the Assessment Period, TNPA will notify the Terminal Operator of their 

entitlement to an Incentive applicable to it as shall be determined in accordance 

with the cascade formula contained in Schedule 25A (Penalty and Incentive 

Cascade Formula).  

30.5.10.Subject to the rights of TNPA to terminate this Agreement under clause 39 

(Terminal Operator Default), if the Terminal Operator fails to achieve the terminal 

operator performance standards set out in Schedule 25 (Performance 

Standards) at the conclusion of the year under assessment (the “Assessment 

Period”), and such failure is not attributable to any action, inaction or breach by 

the TNPA of its obligations under this Agreement ("Failure"), the TNPA will notify 

the Terminal Operator of such Failure and the manner in which the Penalty, as 

determined in accordance with the cascade formula in Schedule 25A (Penalty 

and Incentive Cascade Formula), shall be imposed.  

30.5.11.Any monies due to TNPA or due by TNPA pursuant to the provisions of this 

clause shall be payable over a period of 12 (twelve months) after TNPA has 

certified (as the case may be) that the Terminal Operator is liable or is entitled 

(as the case may be) to such payment.  

30.5.12.The TNPA shall be entitled to set-off any amounts payable as aforesaid against 

any monies due or which may become due to the Terminal Operator under this 

Agreement or against any Performance Guarantee provided that, should the 

Terminal Operator notify TNPA with appropriate supporting information that the 

Terminal Operator has not committed the breach complained of and that no such 

right to set-off or deduct penalties has arisen.  

30.5.13.Any penalty amount payable in terms of this Agreement shall be due and payable 

within the period specified by the TNPA in writing.  

30.5.14.In the instance that a dispute arises under this clause, either Party shall approach 

an “Independent Expert” (a person with appropriate expertise) to determine 

whether TNPA shall be entitled to the aforesaid penalties, the costs of whom 

shall be borne by the Party that refers the dispute and whose determination shall 

be final and binding. The payment or set-off of such penalties shall not relieve 

the Terminal Operator from any liability or any of its obligations under this 

Agreement. 
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31. Reporting Requirements 

31.1. The Terminal Operator shall within 3 (three) Months after the end of the Terminal Operator’s 

Financial Year, submit to the TNPA a report of its Operation and Maintenance during that 

financial year, including: 

31.1.1. the quality and level of service in the financial year under review;  

31.1.2. its compliance with the terms of this Agreement, the Act and the Regulations; 

31.1.3. steps taken to eliminate anti-competitive and discriminatory practices; and  

31.1.4. the quality and level of performance with regard to such environmental criteria 

and social responsibility requirements as may be set by the TNPA or required by 

other national legislation.  

31.2. On an annual basis, the Terminal Operator shall submit to the TNPA: 

31.2.1. such statistical information relating to its operations as may reasonably be 

required by the TNPA, including but not limited to statistics on the quantity and 

status of the LNG and or Gas handled at the Port Site; statistics on the number, 

type and size of LNG Carriers serviced at the Port Site; [and statistics on the 

number of wagons and trucks handled at the Project Site interface with land 

transport and Container dwell time statistics]; and  

31.2.2. its Cargo forecast for the remainder of the Operating Term, or such other shorter 

period as specified, in the form determined by the TNPA. 

31.3. The Terminal Operator shall, if requested by the TNPA in writing, submit to the TNPA an 

information summary regarding the information in clauses 31.1 and 31.2, excluding any 

confidential information and or any information not required to be provided by the Terminal 

Operator, which summary may be disclosed to members of the public.  

31.4. Outturn reports in respect of all Cargo unloaded, must be provided to the TNPA by the 

Terminal Operator on a per vessel basis, 72 (seventy-two) hours subsequent to the LNG 

Carriers having entered the Port. 

31.5. The TNPA may require the Terminal Operator, at the Terminal Operator’s cost, to submit 

such additional information as may be necessary to explain or amplify any report or 

information submitted by the Terminal Operator in terms of clauses 31.1 and 31.2 above.  

31.6. Any information required by the TNPA must be lodged by the Terminal Operator within the 

period and in the manner determined by the TNPA.  
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31.7. The Terminal Operator must, within 24 (twenty-four) hours of its occurrence or discovery, 

inform the TNPA of: 

31.7.1. any industrial dispute between the Terminal Operator and its employees; 

31.7.2. any industrial accident or disaster involving any employee or agent of the 

Terminal Operator or any injury on duty or fatality; 

31.7.3. any occurrence of fire within the Port Site; 

31.7.4. any theft or pilferage within the Project Site or any theft or pilferage involving any 

Cargo in the Terminal Operator’s possession or control; 

31.7.5. any proceedings or claim instituted or made against the Terminal Operator which 

could materially affect its ability to perform any obligation or to comply with any 

term or condition of this Agreement; and 

31.7.6. any spillage or pollution that may have an impact on the Environment. 

32. Financial Accounts, Reports, inspection and reporting of changes 

32.1. Financial accounts and auditors 

32.1.1. The Terminal Operator shall arrange at its own expense and cost for an 

accounting and cost control system consistent with IFRS and for the appointment 

as auditors of a firm of independent accountants.   

32.1.2. The Terminal Operator shall keep all its financial books and records at all times 

within South Africa. The accounts of the Terminal Operator will be kept in Rand.  

Such accounts and the reports of such accountants shall be provided to the 

TNPA. 

32.1.3. The TNPA may meet with the Terminal Operator's auditors regarding the 

Terminal Operator's accounts and operations twice in a Contract Year.  The 

TNPA may also, at its own cost, require that officers of the TNPA or a firm of 

independent accountants conduct additional audits of the Terminal Operator 

after 10 (ten) days prior notice to the Terminal Operator. 

32.2. Right of inspection 

32.2.1. The Terminal Operator shall furnish to the TNPA any information that the TNPA 

may reasonably request and shall permit representatives of the TNPA to visit the 

Construction Works, the LNG Terminal  and the Port Site, and any of the other 

offices where the business of the Terminal Operator is conducted, and to have 
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access to the Terminal Operator's books of accounts and records, designs, 

drawings and generally to all information that is customarily available to any 

shareholder of the Terminal Operator and in connection with the Project, and 

shall cause the Operator to make such information, books of accounts and 

records, drawings and other data relating to Operation and Maintenance, 

available to the TNPA.  The Terminal Operator shall provide the TNPA with full 

read only access to the Operator's computer for the review and monitoring of 

revenue collection at the LNG Terminal . 

32.3. Periodic Reports 

32.3.1. The Terminal Operator shall furnish the TNPA, as soon as practicable but in any 

event not later than 4 (four) calendar months after the end of each Contract Year, 

with: 

32.3.1.1. 3 (three) copies of the Terminal 

Operator’s complete financial 

statements for such financial year 

(which are consistent with the 

books of accounts and prepared 

in accordance with IFRS), 

together with an audit report 

thereon, all in accordance with the 

requirements of the laws and 

regulations pertaining to 

accounting; 

32.3.1.2. a copy of any management letter or other communication sent by 

the auditors to the Terminal Operator or to its management in 

relation to the Terminal Operator’s financial, accounting and other 

systems, management and accounts; 

32.3.1.3. an annual report by the auditors certifying that, based on its said 

financial, accounting and other systems, management and 

accounts, the Terminal Operator was in compliance with its 

financial obligations under the Financing Agreements and as 

contemplated in the Financial Model as at the end of the relevant 

financial year or detailing any non-compliance by the Terminal 

Operator therewith; 

32.3.1.4. a reconciliation of the current year’s profit and loss account and 

the budget for the year, and an analysis thereof. 
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32.3.2. The Terminal Operator shall furnish the TNPA and, as soon as practicable but in 

any event no later than 45 (forty-five) days after the end of each quarterly period 

of each Contract Year (except for the last quarterly period of each financial year), 

with: 

32.3.2.1. 3 (three) copies of the Terminal Operator’s complete financial 

statements for such quarterly period (which are consistent with its 

books of account and prepared in accordance with IFRS), 

including in each such report a balance sheet, a statement of 

income and a statement of cash flows as of the end of and for such 

period, and for the period from the beginning of such year to the 

close of such quarterly period, certified by an officer of the 

Terminal Operator, all in accordance with the requirements of the 

laws and regulations pertaining to accounting; 

32.3.2.2. a report on any factors materially and adversely affecting or which 

might materially and adversely affect the Terminal Operator’s 

business and operation or its financial condition; 

32.3.2.3. a list of each of its lenders and creditors to which the Terminal 

Operator owes a sum in excess of R[insert appropriate 

threshold] (in [month and year] prices) including the amounts 

due to each of them; 

32.3.2.4. a statement describing in detail any Related Party Transaction 

during the respective period; 

32.3.2.5. a report on the implementation and progress of the Project, 

containing such information as the TNPA may reasonably require 

and disclosing any factors of which the Terminal Operator is aware 

materially and adversely affecting or which would be otherwise 

likely, materially and adversely to affect, the carrying out of the 

Project; and 

32.3.2.6. a statement identifying separately the capital costs, construction 

costs and Operation and Maintenance costs, during the respective 

period, for the LNG Terminal  and the provision of the Services 

separately. 

32.3.3. The Terminal Operator shall furnish to the TNPA as soon as practicable, but in 

any event no later than 35 (thirty-five) days prior to the end of each Contract 
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Year, the projected profit and loss account and the budget for the following year, 

together with an analysis thereof. 

32.3.4. The Terminal Operator shall furnish to the TNPA as soon as practicable, but in 

any event no later than the end of each quarterly period of each Contract Year, 

projected cash flow for the following quarterly period, together with an analysis 

thereof. 

32.3.5. The Terminal Operator shall immediately report to the TNPA, details of the 

following events: 

32.3.5.1. any charge, lien or attachment imposed on any of the Terminal 

Operator’s property and any seizure thereof which charge, lien, 

attachment or seizure will have a material adverse effect on the ability 

of the Terminal Operator to perform its obligations under this 

Agreement; 

32.3.5.2. any transaction in respect of the shares of the Terminal Operator of 

which the Terminal Operator is aware; 

32.3.5.3. any default under any Finance Agreement, the circumstances thereof 

and possible results as viewed by the Terminal Operator; and 

32.3.5.4. any matter the Terminal Operator is aware of, which might influence 

the validity of this Agreement or any matter that constitutes a material 

breach, including without limitation, any possible termination event, the 

circumstances thereof, and possible results as viewed by the Terminal 

Operator. 

32.3.6. The Terminal Operator shall provide a monthly written report to the TNPA with 

respect to the matters specified in the D&C Specifications and Operating 

Specifications to be reported relating to provision of the Operation and 

Maintenance and or the Services. 

32.4. Delivery of Records 

 For a period of not more than 4 (four) months following the termination of this Agreement 

for whatever reason, the Terminal Operator shall retain in safe custody and storage all 

such records as are referred to in clause 32.3 (periodic reports) which were in existence 

at the date of termination.  Upon expiry of such period or such earlier date as may be 

agreed by the TNPA and the Terminal Operator, the Terminal Operator shall deliver all 

such records (or where such records are required by legislation to remain with the Terminal 

Operator or the Terminal Operator’s shareholders, copies thereof) to the TNPA or to its 
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duly authorised representative, in such manner and at such location as the TNPA shall 

determine.  The TNPA shall make such records available for inspection by the Terminal 

Operator at any reasonable time.  All costs of retaining such records in safe storage and 

delivering the same shall be borne by the Terminal Operator. 

32.5. Reporting of Changes 

32.5.1. The Terminal Operator shall not without the prior consent of the TNPA: 

32.5.1.1. make or allow any change in or to its corporate structure, the Terminal 

Operator Constitutional Documents or its financial year end; 

32.5.1.2. make or allow any material change in the Terminal Operator’s 

organisational structure, or any other material change which might 

materially adversely affect the performance of the Terminal 

Operator’s obligations under this Agreement; 

32.5.1.3. save for the Financing Agreements and the Associated Agreements, 

enter into any agreement or series of agreements which 

contemplates or could involve one or more payments by or to the 

Terminal Operator in the aggregate in excess of the equivalent of 

R[insert appropriate threshold] (in [month and year] prices); 

32.5.1.4. enter into any Related Party Transaction, save for the Terminal Use 

Agreement; 

32.5.1.5. enter into any agreement or incur any liability which is not in the 

ordinary course of business of the Terminal Operator; or 

32.5.1.6. make any change in the insurance policies contemplated in clause 16 

(Project Insurance). 

32.5.2. The Terminal Operator shall notify the TNPA of any claim brought or threatened 

which is reasonably likely to have a material effect on the Terminal Operator or 

on its ability to perform its obligations under this Agreement. 

33. Rights of Access 

33.1. Subject to the reasonable safety requirements of the Terminal Operator, the TNPA, the 

Lenders, the Independent Certifier and or their representatives may, at their own risk, enter 

upon the LNG Terminal  and the Project Site (or any other site or property used by the 

Terminal Operator for the purposes of the Project) to inspect the Construction Works, the 

LNG Terminal  and Operation and Maintenance, and to monitor compliance by the Terminal 

Operator with its obligations under this Agreement. 
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33.2. The TNPA, the Lenders, the Independent Certifier and or their representatives may at all 

times, but subject to the reasonable security and safety requirements of the Terminal 

Operator, enter upon any property used by the Terminal Operator as training or workshop 

facilities and places where work is being prepared or materials being obtained for the 

Project. 

33.3. The Terminal Operator shall procure that adequate facilities are made available to the 

TNPA, the Lenders, the Independent Certifier and or their representatives and that 

reasonable assistance is given for the purposes of clauses 33.1 and 33.2, subject to the 

Terminal Operator’s construction or operational requirements not being adversely affected 

and to reimbursement of any reasonable costs or expenses of the Terminal Operator. 

PART IV – FINANCIAL PROVISIONS 

34. Fees in respect of Services 

34.1. The Terminal Operator shall have the exclusive right and obligation for its benefit and risk 

to levy and collect fees in respect of the Services in terms of the Terminal Use Agreement, 

with effect from the Actual Operations Commencement Date. 

34.2. None of the TNPA or any other Responsible Authority shall incur or assume any liability 

for or in connection with the fees charged in respect of the Services, any system used in 

respect of such fees or any defect or deficiency therein in terms of the Terminal Use 

Agreement. 

34.3. With effect from the Actual Operations Commencement Date, the Terminal Operator shall 

apply the initial fee rates which accords and complies with the approved the NERSA 

approved tariff as revised from time to time and as recorded in the Terminal Use 

Agreement. 

35. Marine services  

35.1.  Marine services shall be provided by the TNPA in accordance with the agreed service 

between the LNG Carrier agent and the harbour master at the Port, and marine services 

charges will be payable by the LNG Carrier owners to the LNG Carrier agent to cover for 

pilotage, tugs or craft assistance, berthing services running of ships lines and LNG Carrier 

tracking systems.  The details of the marine services tariffs as at the Signature Date are 

stipulated in the table in Schedule 20.  The tariffs specified in Schedule 20 are in [month 

and year] prices.  
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35.2. The TNPA shall provide port and marine services to the Terminal Operator in accordance 

with its berthing and marine resource policies and procedures, as may be revised from 

time time. 

36. Port Dues 

Port dues shall be levied by the TNPA for its costs in providing Port protective works and 

dredging.  The port dues will be payable by the LNG Carrier owner based on each LNG Carrier’s 

technical characteristics.  The port dues as at the Signature Date are specified in Schedule 21 

and are in [month and year] prices.  

37. Refinancing 

37.1. The Terminal Operator agrees that it shall not be entitled to undertake any refinancing or 

re-arrangement of its Debt or Equity at any time during the Operating Term unless it has 

obtained the prior written approval of the TNPA, which consent shall not be unreasonably 

withheld. The Terminal Operator shall ensure that it obtains the prior written approval of 

the TNPA in respect of such refinancing or re-arrangement.   

38. Penalties 

38.1. Subject to the rights of the TNPA to terminate this Agreement and or claim damages or 

otherwise in respect of any Terminal Operator Default, but not in addition to or in lieu of 

penalties, if the Terminal Operator fails to perform any of its obligations under this 

Agreement (a "Failure"), the Independent Certifier shall notify the TNPA and the Terminal 

Operator of such Failure or if there is no Independent Certifier, the TNPA may notify the 

Terminal Operator of such Failure.  If the Terminal Operator fails to rectify such Failure, 

within such reasonable period of time specified by the Independent Certifier or the TNPA 

(as the case may be) for such rectification, to the reasonable satisfaction of the 

Independent Certifier or the TNPA (as the case may be), the latter shall notify TNPA and 

the Terminal Operator of such Failure or the TNPA may notify the Terminal Operator of 

such Failure (if there is no Independent Certifier), and the Terminal Operator shall 

thereupon be liable to pay to the TNPA the penalties specified in relation to such Failure, 

as set forth in Schedule 11, commencing from the first day of such Failure. 

38.2. Any monies due to the TNPA pursuant to clause 38.1 shall be payable by the Terminal 

Operator within 30 (thirty) days after certification by the Independent Certifier or the TNPA 

(as the case may be) that the Terminal Operator is liable for such payment to the TNPA 

and the TNPA shall be entitled to set-off any amounts payable as aforesaid against any 

monies due or which may become due to the Terminal Operator under this Agreement or 

against any Performance Guarantee provided that, should the Terminal Operator notify 

the Independent Certifier with appropriate supporting information that the Terminal 
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Operator has not committed the breach complained of and that no such right to set-off or 

deduct penalties has arisen, the Independent Certifier shall determine whether the TNPA 

shall be entitled to the aforesaid penalties.  The payment or set-off of such penalties shall 

not relieve the Terminal Operator from any liability or from any of its obligations under this 

Agreement. 

39. Foreign exchange risk 

To the extent that the Terminal Operator at any time enters into any agreement in any currency 

whereby the risk of currency fluctuations is hedged, the TNPA shall not in any circumstances be 

liable for such hedging arrangements and the Terminal Operator shall not enter into in any such 

arrangements whereby the TNPA is or may become so liable.  The costs and losses arising out 

of such hedging arrangements shall not be included in or form part of the Termination Amount. 

40. Default Interest 

Interests shall accrue on all overdue amounts payable in terms of this Agreement at the Agreed 

Interest Rate) plus [2]% (two percent).   

PART V –COMPENSATION AND FORCE MAJEURE EVENTS, CHANGE OF LAW 

41. Consequences of a Compensation Event  

41.1. If, as a direct result of the occurrence of a Compensation Event: 

41.1.1. the Terminal Operator is unable to complete the Construction Works before the 

Target Completion Date or to provide the Services on or before the Scheduled 

Operations Commencement Date; 

41.1.2. the Terminal Operator is unable to comply with its obligations under this 

Agreement; and or  

41.1.3. the Terminal Operator incurs costs or loses revenue,  

then the Terminal Operator is entitled to apply for relief from its obligations and or claim 

compensation in terms of this clause. 

41.2. In order for the Terminal Operator to obtain relief and or claims compensation, the Terminal 

Operator must: 

41.2.1. as soon as practicable, and in any event within [14 (fourteen)] days after it 

became aware that the Compensation Event has caused or is likely to cause 

delay, breach of an obligation under this Agreement and or the Terminal 

Operator to incur costs or lose revenue, give to the TNPA a notice of its claim for 
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an extension of time of the Target Completion Date and or the Scheduled 

Operations Commencement Date, payment of compensation and or relief from 

its obligations under this Agreement; 

41.2.2. within [10 (ten)] days of receipt by the TNPA of the notice referred to in clause 

41.2.1, give full details of the Compensation Event and the extension of time and 

or any estimated change in project costs claimed; and 

41.2.3. demonstrate to the reasonable satisfaction of the TNPA that: 

41.2.3.1. the Compensation Event was the direct cause of the estimated 

change in project costs and or any delay in the achievement of the 

Target Completion Date and or the Scheduled Operations 

Commencement Date; and 

41.2.3.2. the estimated change in project costs, time lost, and or relief from the 

obligations under the Agreement claimed, could not reasonably be 

expected to be mitigated or recovered by the Terminal Operator 

acting in accordance with International Best Practice. 

41.2.4. If the Terminal Operator has complied with its obligations under clause 41.2 

above, then the Target Completion Date and or the Scheduled Operations 

Commencement Date shall be postponed by such time as shall be reasonable 

for such a Compensation Event, taking into account the likely effect of delay; 

41.2.5. In the case of an additional cost being incurred by the Terminal Operator: 

41.2.5.1. on or before the Scheduled Operations Commencement Date; or 

41.2.5.2. as a result of capital expenditure being incurred by the Terminal 

Operator at any time, 

the TNPA shall compensate the Terminal Operator for the actual estimated 

change in project costs as adjusted to reflect the actual costs reasonably incurred 

within [60 (sixty)] days of its receipt of a written demand by the Terminal Operator 

supported by all relevant information;  

41.2.5.3. in the case of a payment of compensation for the estimated change 

in the costs of the Project that does not result in capital expenditure 

being incurred by the Terminal Operator but which reflects a change 

in the costs being incurred by the Terminal Operator after the Actual 

Operations Commencement Date, the TNPA shall compensate the 

Terminal Operator; and or  
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41.2.5.4. the TNPA shall give the Terminal Operator such relief from its 

obligations under this Agreement, as is reasonable for such a 

Compensation Event. 

41.3. If the information is provided after the dates referred to in clause 41.2, then the Terminal 

Operator shall not be entitled to any extension of time, compensation, or relief from its 

obligations under this Agreement in respect of the period for which the information is 

delayed. 

41.4. If the Parties cannot agree the extent of any compensation, delay incurred, relief from the 

Terminal Operator’s obligations under this Agreement, or the TNPA disagrees that a 

Compensation Event has occurred (or as to its consequences), or that the Terminal 

Operator is entitled to any relief under this clause, the Parties shall resolve the matter in 

accordance with clause 53.5 (fast-track dispute resolution). 

42. Force Majeure 

42.1. If a Party (the "Affected Party") is unable to perform all or part of its obligations under this 

Agreement by reason of Force Majeure, the Affected Party shall, as soon as reasonably 

practicable, notify the other Party in writing (such notice being a "Force Majeure Notice") 

setting out:  

42.1.1. full particulars of the Force Majeure Event; 

42.1.2. the impact of the Force Majeure Event on the Affected Party's obligations under 

this Agreement; 

42.1.3. the Affected Party’s reasonable estimate of the length of time by which its 

performance has been and will be affected by such Force Majeure Event;  and 

42.1.4. the steps which it is taking or intends to take or will take to remove and mitigate 

the adverse consequences of the Force Majeure Event on its performance 

hereunder.  

42.2. The Affected Party shall have the burden of proving both the existence of any Force 

Majeure Event and the effect (both as to nature and extent) which any such Force Majeure 

Event has on its performance.  

42.3. If the Parties are, on the basis of the Force Majeure Notice and any supporting 

documentation, unable to agree as to the existence or as to the effect of a Force Majeure 

Event by the date falling sixty (60) Days after the receipt by the non-Affected Party of the 

Force Majeure Notice, either Party shall be entitled to refer the matter to dispute resolution 

in accordance with clause 53.5 (Fast-Track Dispute Resolution).  
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42.4. If it is agreed or determined that a Force Majeure event has occurred, the Affected Party 

shall, provided that it has complied with the requirements of this clause 42, not be liable for 

any failure to perform an obligation under this Agreement as a consequence of such Force 

Majeure event to the extent only that:  

42.4.1. such performance is prevented, hindered or delayed by Force Majeure; and 

42.4.2. such failure could not have been mitigated by the Affected Party (acting as a 

Reasonable and Prudent Operator). 

42.5. Provided that the Terminal Operator has complied with the requirements of this clause 42, 

if the Terminal Operator's performance of all (or part) of its obligations under this Agreement 

is prevented, hindered or delayed by a Force Majeure event: 

42.5.1. occurring prior to Scheduled Operations Commencement Date, then Scheduled 

Operations Commencement Date shall be extended by a period equal to the 

period by which its performance is prevented, hindered or delayed by the Force 

Majeure Event; 

42.5.2. occurring after Scheduled Operations Commencement Date but prior to the Actual 

Operations Commencement Date, then Long Stop Date shall be extended by a 

period equal to the period by which its performance is prevented, hindered or 

delayed by the Force Majeure event; and 

42.5.3. during any twelve (12) month period commencing on 1 April, where the period by 

which the Terminal Operator’s performance of all (or part) of its obligations under 

this Agreement has been prevented, hindered or delayed by one or more Force 

Majeure events (each of which events lasts twenty four (24) hours or longer) for a 

period in excess of thirty (30) days in such twelve (12) month period, the Expiry 

Date shall be extended to such date as shall place the Terminal Operator in the 

same overall economic position (after taking into account any other relief and 

compensation to which the Terminal Operator may be entitled pursuant to any 

other provisions of this Agreement for the acts, events or circumstances 

constituting Force Majeure) as the Terminal Operator would have been in but for 

the Force Majeure Events which have prevented, hindered or delayed the 

Terminal Operator’s performance, provided further that the aggregate extensions 

to the Expiry Date under this clause 42.5.3 shall not result in the Expiry Date 

[falling more than forty (40) years after Scheduled Operations Commencement 

Date].  The Terminal Operator shall not be entitled to enforce this clause 42.5.3 

pursuant to any Force Majeure Event in respect of which it is entitled to bring a 

claim under any insurance policy or would have been so entitled had it been in 

compliance with clause 16.1 (Project Insurance).  
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42.6. The Affected Party shall use all reasonable efforts to mitigate, rectify and overcome the 

effects of such Force Majeure event and to minimise the effect on the Project and shall 

give the other Party: 

42.6.1. regular reports on the progress of the mitigation measures; and  

42.6.2. notice promptly on the cessation of the Force Majeure event.   

43. Unforeseeable Conduct  

43.1. Should any Unforeseeable Conduct occur which materially and adversely affects the 

general economic position of the Terminal Operator, the Terminal Operator shall be 

entitled to such compensation and or relief from the TNPA as shall place the Terminal 

Operator in the same overall economic position as the Terminal Operator would have 

been in but for such Unforeseeable Conduct. 

43.2. Should any Unforeseeable Conduct occur which materially beneficially affects the 

general economic position of the Terminal Operator, the Terminal Operator shall pay the 

value of such benefit to the TNPA so that the Terminal Operator remains in the same 

overall economic position it would have been in had the materially beneficial 

Unforeseeable Conduct not occurred.  

43.3. The Party claiming the occurrence of the Unforeseeable Conduct (“Claiming Party”) 

shall give written notice to the other Party (“Receiving Party”) containing reasonable 

particulars of such conduct and its likely economic consequences to the Terminal 

Operator. 

43.4. The Receiving Party shall have 60 (sixty) days from the date of receipt of such notice to 

effect a remedy for the Unforeseeable Conduct which restores the general economic 

position of the Terminal Operator to that which it would have been in if such 

Unforeseeable Conduct had not occurred.  If the Receiving Party does not effect such a 

remedy within such period, the Parties shall consult within 10 (ten) Business Days after 

the expiration of such period with a view to reaching a mutually satisfactory resolution of 

the situation.  If a mutually satisfactory resolution has not been reached within such 10 

(ten) Business Day consultation period, the matter shall be dealt with in accordance with 

clause 53 (Dispute Resolution). 

43.5. In so far as the Terminal Operator is the Claiming Party, it shall use all reasonable 

endeavours to minimise and mitigate the effects of any Unforeseeable Conduct. 

43.6. If the Terminal Operator is the Claiming Party, and the remedy contemplated by the TNPA 

under clause 43.4  is monetary compensation, the TNPA shall have the option to 

compensate the Terminal Operator as a result of the Unforeseeable Conduct either: 
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43.6.1. in one lump-sum payment, payable within sixty (60) Business Days of its receipt of the 

notice contemplated in clause 43.4 from the Terminal Operator;  or 

43.6.2. in equal monthly installments for the remainder of the Operating Term, commencing 

within sixty (60) Business Days of its receipt of the notice contemplated in clause 43.4 

from the Terminal Operator, provided that interest shall accrue on the full amount due 

and payable, at the Agreed Interest Rate, from the due date to, but excluding, the date 

of final payment. 

 

 

44. Change in Law 

44.1. If any Change in Law occurs after the Effective Date, which requires the Terminal Operator 

to incur any additional Capital Expenditure or Operating Expenditure, then the Terminal 

Operator shall be entitled to an extension of the Term as shall place the Terminal Operator 

in the same overall economic position as it would have been in but for such Change in 

Law, provided that the total extension of the Term shall not exceed [ten (10) years], and 

the Terminal Operator shall be entitled to relief from such other obligations to the extent 

that it is unable to perform or fulfil such obligations as a result of the Change in Law. 

44.2. The provisions of this clause 44 shall not apply in respect of any Change in Law which: 

44.2.1. was foreseen or could reasonably have been foreseen by the Terminal Operator 

on or before the Effective Date as being reasonably likely to occur and to impact 

the Project;  and 

44.2.2. could reasonably have been foreseen by any person in the position of the 

Terminal Operator on or before the Effective Date as being reasonably likely to 

occur and to impact the Project; or 

44.2.3. relates to any changes in the rates, effect, application, implementation, 

enforcement or interpretation of any tax of any nature (including income, capital 

gains and value added taxes), custom duties, dues, levies, stamp duty, excise 

fees or charges; or 

 

44.2.4. arises as a direct or indirect result of any appeal or review being lodged against 

any amendment to any of the Consents issued in terms of any Environmental 

Laws; or 
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44.2.5. arises as a direct or indirect result of the Terminal Operator's failure to obtain the 

conversion of its provisional air emissions licence into a final air emissions 

licence, in terms of the Environmental Laws, due to its failure to comply with the 

terms and conditions of the provisional air emissions licence; or 

44.2.6. arises as a direct or indirect result of any Responsible Authority imposing 

additional conditions on the Terminal Operator in terms of any Consents issued 

in terms of any Environmental Laws, pursuant to a review by the Responsible 

Authority of the Terminal Operator's provisional or [final air emissions licence or 

waste management licence]; or 

44.2.7. arises as a direct or indirect result of the Responsible Authority declaring the area 

in which the Project Site is situated as an air pollution priority area and imposing 

additional requirements on the Terminal Operator in terms of its [air emissions 

licence to align with the air quality management plan for that area]. 

 

44.2.8. The Terminal Operator shall use all reasonable endeavours to minimise and 

mitigate the effects of any Change in Law on the Terminal Operator. 

 

44.3. The Terminal Operator shall not be entitled to claim both Unforeseeable Conduct and 

Change in Law or a combination of Unforeseeable Conduct and Change in Law in 

respect of the same event or circumstance or the same series of events or 

circumstances. 

44.4. Any Change in Law which constitutes Unforeseeable Conduct shall be dealt with in 

terms of clause 43(Unforeseeable Conduct). 

PART VII – TERMINATION 

45. Terminal Operator Default 

45.1. Definition 

"Terminal Operator Default" means any of the following events or circumstances (in each 

case, other than where solely due to Force Majeure, a Compensation Event, TNPA 

Default, Change in Law or Unforeseeable Conduct): 

45.1.1. a resolution being passed or an order being made for the administration or the 

commencement of business rescue proceedings, winding-up, liquidation or 

dissolution of the Terminal Operator (in any of these cases, where applicable, 

whether provisional or final and whether voluntary or compulsory); 
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45.1.2. the Terminal Operator fails to complete the Construction Works on or before the 

Target Completion Date; 

45.1.3. the Terminal Operator fails to commence with providing the Services on or before 

the Long Stop Date; 

45.1.4. the Terminal Operator commits a breach of any of its material obligations under 

this Agreement; 

45.1.5. the Terminal Operator abandons the Construction Works (other than as a 

consequence of a breach by the TNPA of its obligations under this Agreement); 

45.1.6. the Terminal Operator ceases to provide all or a substantial part of the Services 

in accordance with this Agreement (other than as a consequence of a breach by 

the TNPA of its obligations under this Agreement); 

45.1.7. the Terminal Operator failing to comply with any provision of clause 18; 

45.1.8. the Terminal Operator fails to pay any sum or sums due to the TNPA under this 

Agreement (which sums are not bona fide in dispute) which, either singly or in 

aggregate, exceeds R[●] (in [month and year] prices) and such failure continues 

for [60 (twenty)] Business Days from receipt by the Terminal Operator of a notice 

of non -payment from the TNPA; 

45.1.9. the Terminal Operator failing to maintain any required insurance in terms of 

clause 16 (Project Insurance); 

45.1.10. an event of default under the Financing Agreements;  

45.1.11. any of the warranties in clause 51 (Terminal Operator Warranties) fails, at any 

time during the existence of this Agreement, to be true and correct in all material 

respects and the Terminal Operator fails to remedy, cure or correct that untruth 

and incorrectness within a period of one hundred and twenty (120) days of such 

warranty failing to be true and correct in all material respects; 

45.1.12. any breach of any provision of this Agreement has occurred more than once and: 

45.1.12.1. the TNPA has given an initial warning notice to the Terminal Operator 

describing that breach in reasonable detail and stating that if that 

breach persists or recurs then the TNPA may take further steps to 

terminate the Agreement; and 

45.1.12.2. the TNPA has issued a second and final warning notice following the 

persistence or recurrence of that breach in the period of [45 (forty 
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five)] days after the initial warning notice, stating that if that breach 

persists or recurs within the period of [45 (forty five)] days after the 

final warning notice then the TNPA may terminate the Agreement on 

[10 (ten)] days’ notice to the Terminal Operator. 

45.2. Notification 

The Terminal Operator shall notify the TNPA of the occurrence, and provide details, of any 

Terminal Operator Default and of any event or circumstance which is likely, with the passage 

of time or otherwise, to constitute or give rise to a Terminal Operator Default, in either case 

promptly upon the Terminal Operator becoming aware of its occurrence. 

45.3. TNPA’s options 

45.3.1. On the occurrence of a Terminal Operator Default, or within a reasonable time after 

the TNPA becomes aware of the same, the TNPA may: 

45.3.1.1. in the case of the Terminal Operator Default referred to in clauses 45.1.1, 

45.1.2, 45.1.5, 45.1.6, 45.1.7, 45.1.8, 45.1.9 and 45.1.10 terminate this 

Agreement in its entirety by notice in writing having immediate effect; 

45.3.1.2. and while the same is subsisting, in the case of any other Terminal 

Operator Default referred in clauses 45.1.3 and 45.1.11, serve notice of 

default on the Terminal Operator requiring the Terminal Operator at the 

Terminal Operator’s option either: 

45.3.1.2.1. to remedy the Terminal Operator Default referred to in such 

notice of default (if the same is continuing) within [30 (thirty)] 

Business Days of such notice of default; or 

45.3.1.2.2. to put forward within [20 (twenty)] Business Days of such 

notice of default a reasonable programme for remedying the 

Terminal Operator Default. The programme shall specify in 

reasonable detail the manner in, and the latest date by, 

which such Terminal Operator Default is proposed to be 

remedied. The Terminal Operator shall only have the option 

of putting forward a programme in accordance with this 

clause if it first notifies the TNPA within [15 (fifteen)] 

Business Days of such notice of default that it proposes to 

do so. 
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45.4. Remedy Provisions 

45.4.1. Where the Terminal Operator puts forward a programme in accordance with clause 

45.3.1.2.2, the TNPA shall have [15 (fifteen)] Business Days from receipt of the same 

within which to notify the Terminal Operator that it does not accept the programme, 

failing which the TNPA shall be deemed to have accepted the programme.  The 

TNPA shall act reasonably in rejecting the programme.  Where the TNPA notifies the 

Terminal Operator that it does not accept the programme, the Parties shall 

endeavour within the following [10 (ten)] Business Days to agree any necessary 

amendments to the programme put forward.  In the absence of agreement within [10 

(ten)] Business Days, the question of whether the programme (as the same may 

have been amended by agreement) will remedy the Terminal Operator Default in a 

reasonable manner and within a reasonable time period (and, if not, what would be 

a reasonable programme) may be referred by either Party for resolution in 

accordance with clause 53.5 (fast-track dispute resolution). 

45.4.2. If: 

45.4.2.1.the Terminal Operator Default notified in a notice of default is not remedied 

before the expiry of the period referred to in the notice; or  

45.4.2.2.where the Terminal Operator puts forward a programme which has been 

accepted by the TNPA or has been determined to be reasonable and the 

Terminal Operator fails to achieve any element of the programme or to 

complete the programme by the specified end date for the programme (as 

the case may be); or 

45.4.2.3.any programme put forward by the Terminal Operator is rejected by the 

TNPA as not being reasonable, and the dispute resolution procedure does 

not find against that rejection, then the TNPA may terminate this Agreement 

in its entirety by written notice to the Terminal Operator with immediate effect, 

provided that if the Terminal Operator’s execution of the programme is 

adversely affected by the occurrence of a Force Majeure Event or a Relief 

Event  

then, subject to the Terminal Operator complying with the mitigation and other 

requirements in this Agreement concerning Force Majeure Events or Compensation 

Events (as the case may be), the time for execution of the programme or any relevant 

element of it shall be deemed to be extended by a period equal to the delay caused 

by the Force Majeure Event or Compensation Event (as the case may be) which is 

agreed by the Parties or determined in accordance with clause 53.5. 
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45.5.  TNPA’s costs  

45.5.1. The Terminal Operator shall reimburse the TNPA with all costs incurred by the TNPA 

in exercising any of its rights in terms of this clause 0 (Terminal Operator Default) 

(including, without limitation, any relevant increased administrative expenses). 

45.5.2. The TNPA shall not exercise, or purport to exercise, any right to terminate this 

Agreement except as expressly set out in this Agreement. The rights of the TNPA (to 

terminate or otherwise) under this clause are in addition (and without prejudice) to 

any other right which the TNPA may have in law to claim the amount of loss or 

damages suffered by the TNPA on account of the acts or omissions of the Terminal 

Operator (or to take any action other than termination of this Agreement). 

45.6.  Lenders' step-in 

Upon the occurrence of a Terminal Operator Default and for so long as such Terminal 

Operator Default persists, the Lenders shall be entitled to exercise their rights to step-in under 

the Direct Agreement. 

46. The TNPA Default 

46.1.definition 

"the TNPA Default" means any one of the following events: 

46.1.1. an expropriation or requisition of a material part of the LNG Terminal  and or shares 

of the Terminal Operator by the TNPA or other Responsible Authority, or a material 

part of the LNG Terminal  being removed from the possession of the Terminal 

Operator by the TNPA or other Responsible Authority, other than in terms of this 

Agreement; and or  

46.1.2. a failure by the TNPA to make payment of any amount or amounts that are due and 

payable by the TNPA under this Agreement (which amounts are not bona fide in 

dispute) which, either singly or in aggregate exceeds the sum of R[insert 

threshold] (in [month and year] prices) and such failure continues for [20 (twenty)] 

Business Days from receipt by the TNPA of a notice of non-payment from the 

Terminal Operator.  

46.2.termination for the TNPA Default 

46.2.1. On the occurrence of the TNPA Default, or within [90 (ninety)] days after the 

Terminal Operator becomes aware of same, the Terminal Operator may serve 

notice on the TNPA of the occurrence (and specifying details) of such the TNPA 

Default. If the relevant matter or circumstance has not been remedied or rectified 
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within [30 (thirty)] Business Days of such notice, the Terminal Operator may enforce 

its rights to terminate this Agreement, on the basis of Government Default. 

46.2.2. The Terminal Operator shall not exercise or purport to exercise any rights to 

terminate this Agreement (or accept any repudiation of this Agreement) except as 

expressly provided for herein. 

47.  Invalidation in terms of Section 67 of the Act 

If it is necessary to change the use to which the Project Site or Terminal is put in order to improve 

the safety, security, efficiency and effectiveness of the operations of the Port, and the new use is 

incompatible with this Agreement, the TNPA may issue a directive, subject to the provisions of 

section 67(2)(b) of the Act, stipulating that this Port Concession Agreement is invalid from the 

date stipulated in that directive. 

48. Effects of Termination 

48.1. termination 

 Notwithstanding any provision of this Agreement, on service of a notice of termination, this 

Agreement shall only terminate in accordance with the provisions of this clause 48 (Effects 

of Termination). 

48.2. continued effect - no waiver 

 Notwithstanding any breach of this Agreement by either Party, and without prejudice to 

any other rights which the other Party may have in relation to it, the other Party may elect 

to continue to treat this Agreement as being in full force and effect and to enforce its rights 

under this Agreement.  The failure of either Party to exercise any right under this 

Agreement, including any right to terminate this Agreement and any right to claim 

damages, shall not be deemed a waiver of such right for any continuing or subsequent 

breach. 

48.3. continued performance 

 Subject to any exercise by the TNPA of its rights to perform, or to procure a third party to 

perform, the obligations of the Terminal Operator, the Parties shall continue to perform 

their obligations under this Agreement, notwithstanding the giving of any notice of default 

or notice of termination, until the termination of the Agreement becomes effective in 

accordance with the provisions of this clause 48 (Effects of Termination). 
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48.4. transfer to the TNPA of LNG Terminal , Associated Agreements and other assets 

 On the expiry or termination date of this Agreement or, where applicable, the service of a 

notice of termination in accordance with this Agreement for any reason, the TNPA shall 

have the option to take over the right, title and interest in and to the LNG Terminal  and the 

Approvals.  The TNPA shall be required to notify the Terminal Operator in writing of 

whether it intends to exercise such option within a [120] Business Days of the notice 

terminating this Agreement. If the TNPA exercises its option: 

48.4.1. if termination occurs prior to the Target Completion Date, in so far as any transfer 

shall be necessary fully and effectively to transfer property to the TNPA, the 

Terminal Operator shall transfer to, and there shall vest in, the TNPA such part 

of the Construction Works and or the Facilities as shall have been constructed 

and such items of the plant and equipment as shall have been procured by the 

Terminal Operator, and if the TNPA so elects: 

48.4.1.1. all plant and all materials on or near to the Project Site shall remain 

available to the TNPA for the purposes of completing the 

Construction Works; and 

48.4.1.2. the construction plant shall remain available to the TNPA for the 

purposes of completing the Construction Works, subject to payment 

of the Terminal Operator's reasonable costs; 

48.4.1.3. if the TNPA so elects, the Terminal Operator shall procure that any 

of the Associated Agreements specified by the TNPA are assigned 

to the TNPA or any third party nominated by it; provided that where 

termination occurs under clause 46 (The TNPA Default), the consent 

of the relevant Subcontractors shall be required.  Where the TNPA 

does not so elect, or any Subcontractor whose consent is required 

refuses that consent, the Terminal Operator shall procure that all 

relevant Associated Agreements automatically terminate when this 

Agreement terminates. 

48.4.2. On service of a notice of termination in accordance with this Agreement for any 

reason or not less than [10 (ten)] days prior to the expiry date of this Agreement, 

the Terminal Operator shall: 

48.4.2.1. hand over to, and there shall vest in, the TNPA, free from all 

encumbrances, the LNG Terminal  which shall be in the state 

required in accordance with the Operating Specifications; or 



PoRB LNG RFP 25 /11/2022 Annexure VV 

110 
 

48.4.2.2. shall procure that any Subcontractor shall (as the case may be), 

transfer to the TNPA, free from any security interest full and 

unencumbered title in and to all or any part of the LNG Terminal  

required by the TNPA in connection with the Project and the 

Services; 

48.4.2.3. shall procure that any Intellectual Property Rights shall be provided 

to the TNPA and the TNPA shall be granted a perpetual 

nonexclusive, royalty-free license to use such Intellectual Property 

Rights; 

48.4.2.4. deliver to the TNPA (as far as not already delivered to the TNPA) 

one complete set of: 

48.4.2.4.1. "as built drawings" showing all alterations made to the 

Facilities since the commencement of operation of the 

LNG Terminal; 

48.4.2.4.2. Maintenance, Operation and training manuals for the 

LNG Terminal; and  

48.4.2.4.3. the historical operating data and plans of the LNG 

Terminal, its furniture, fittings and Equipment in a 

format acceptable to the TNPA;  

48.4.2.4.4. use all reasonable endeavours to procure that the 

benefit of all manufacturer's warranties in respect of 

mechanical and electrical plant and equipment used or 

made available by Terminal Operator under this 

Agreement and included in the LNG Terminal are 

assigned, or otherwise transferred, to the TNPA; 

48.4.2.4.5. deliver to the TNPA the information referred to in the 

clause 32 (Financial Accounts, Reports, inspection and 

reporting changes), except where such documents are 

required by Law to be retained by the Terminal 

Operator or any Subcontractor concerned, in which 

case complete copies shall be delivered to the TNPA; 

and 

48.4.2.4.6. ensure that provision is made in all contracts of any 

description whatsoever to ensure that the TNPA will be 

in a position to exercise its rights, and the Terminal 
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Operator will be in a position to comply with its 

obligations, under this clause 48.4.2. 

48.5. termination 

 On completion of the transfer required by clause 48.4 (transfer to the TNPA of LNG 

Terminal , Associated Agreements and other assets) (except in so far as any of the 

requirements of that clause may be waived by the TNPA), this Agreement shall terminate 

and, save as provided in clause 48.7 (continuing obligations), all rights and obligations of 

the TNPA and the Terminal Operator under this Agreement shall cease and be of no further 

force and effect. 

48.6. transitional arrangements 

On the expiry of this Agreement or earlier termination of this Agreement for any reason, for a 

period of [3 (three)] months both before and after that expiry or any earlier termination, 

Terminal Operator shall have the following duties: 

48.6.1. the Terminal Operator shall co-operate fully with the TNPA and any person who is 

providing services in the nature of any of the Services or any part of the Services, in 

order to achieve a smooth transfer of the manner in which the TNPA obtains services 

in the nature of the Services and to avoid or mitigate in so far as reasonably 

practicable any inconvenience or any risk to the health and safety of the employees 

of the TNPA, the Port Users and members of the public; 

48.6.2. the Terminal Operator shall as soon as practicable remove from the Project Site all 

property not required by the TNPA pursuant to clause 48.4 (transfer to the TNPA of 

LNG Terminal , Associated Agreements and other assets) and if it has not done so 

within [20 (twenty)] Business Days after any notice from the TNPA requiring it to do 

so, the TNPA may (without being responsible for any loss, damage, costs or 

expenses) remove and sell any such property and shall hold any proceeds less all 

costs incurred for the credit of the Terminal Operator; 

48.6.3. the Terminal Operator shall be solely responsible for, shall bear full responsibility for 

and shall discharge all obligations pursuant to any obligations or requirements to 

decommission the LNG Terminal  pursuant to and in accordance with the applicable 

Consents and Environmental Laws; 

48.6.4. the Terminal Operator shall, by no later than the expiry or the date of any earlier 

termination of this Agreement becoming effective, deliver to the TNPA: 

48.6.4.1. [any remote access apparatus and computer access cards to the LNG 

Terminal ]; and  
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48.6.4.2. without prejudice to clause 14 (Access to documents, copyright and 

related matters), any copyright licence for any computer programmes (or 

licence to use the same) necessary for the operation of the LNG Terminal  

(but excluding computer programmes which have been developed or 

acquired by the Terminal Operator for its own use and not solely for the 

purposes of provision of any of the Services at the LNG Terminal  or the 

assignment or transfer of which is otherwise restricted); and 

48.6.4.3. the Terminal Operator shall as soon as practicable vacate the Project Site 

and (without prejudice to the rest of this clause 48 (Effects of 

Termination)) shall leave the Project Site and the LNG Terminal  in a safe, 

clean and orderly condition. 

48.6.5. If the TNPA wishes to conduct a tender process with a view to entering into a 

contract for the provision of services (which may or may not be the same as, or 

similar to, the Services or any of them) following the expiry or earlier termination 

of this Agreement, the Terminal Operator shall co-operate with the TNPA fully in 

such tender process including (without limitation) by: 

48.6.5.1. providing any information which the TNPA may reasonably require 

to conduct such tender excluding any information which is 

commercially sensitive to the Terminal Operator (and, for the 

purpose of this sub-clause, commercially sensitive shall mean 

information which would if disclosed to a competitor of the Terminal 

Operator give that competitor a competitive advantage over the 

Terminal Operator and thereby prejudice the business of the 

Terminal Operator but shall exclude any information dealing with 

employment matters); and 

48.6.5.2. assisting the TNPA, by providing all (or any) participants in such 

tender process with access to the Project Site and the LNG Terminal 

. 

48.7. continuing obligations 

Save as otherwise expressly provided in this Agreement: 

48.7.1. termination of this Agreement shall be without prejudice to any accrued rights and 

obligations under this Agreement as at the date of termination; and 

48.7.2. termination of this Agreement shall not affect the continuing rights and obligations 

of the Terminal Operator and the TNPA under clauses 1 (Definitions and 

Interpretation), 7 (Indemnity), (Terminal Operator's warranties and undertakings), 
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12 (Environmental Compliance), 14 (Access to documents, copyright and related 

matters), 15.1 (delivery of Performance Guarantees), 19 (The TNPA's Assistance 

and Rights and Limitations on Liability), 48.6 (transitional arrangements), 48.7 

(continuing obligations), 50 (Corrupt gifts and fraud), 53 (Dispute Resolution) and 

56.15 (Information and audit access) or under any other provision of this Agreement 

which is expressed to survive termination or which is required to give effect to such 

termination or the consequences of such termination. 

49. Termination Amount for the TNPA Default 

49.1. [On termination of this Agreement as a result of the TNPA Default, the TNPA shall pay the 

Terminal Operator an amount equal to the direct actual costs incurred or sustained by the 

Terminal Operator as a consequence of the termination of the Agreement.  The direct 

actual costs will be limited to the following:  

49.1.1.1. the Debt; and  

49.1.1.2. the Subcontractors' and Suppliers' Costs; 

49.1.1.3. an amount equal to the redundancy payments for employees of the Terminal 

Operator not transferring to the TNPA or its nominee that have been or will 

reasonably be incurred by the Terminal Operator as a direct result of the 

termination of this Agreement; and  

49.1.1.4.  the Transfer Costs (for the Terminal Operator to take over the LNG Terminal, 

the Project Sites, the Approvals and the Project or to nominate a third party to 

do so), 

provided that the Terminal Operator shall use reasonable endeavours to mitigate its 

liability in respect of all such amounts;  

less, to the extent it is a positive amount, the aggregate, as at the Termination Date, of: 

49.1.1.5. all credit balances on any bank accounts held by or on behalf of the Terminal 

Operator and or its Affiliates on the Termination Date and the value of any right 

of the Terminal Operator and or its Affiliates or the Lenders to receive any 

proceeds pursuant to letters of credit and bank guarantees and sums due and 

payable from the Subcontractors or the Suppliers (save to the extent that such 

sums are included in the calculation under clause 49.1.1.2) and any other third 

parties; 

49.1.1.6. the fair market value of any other assets and rights of the Terminal Operator 

(other than those transferred or to be transferred to the TNPA or its nominee 
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pursuant to this Agreement) less liabilities of the Terminal Operator properly 

incurred in connection with this Agreement, unless such liabilities fall within 

clauses 49.1.1.1 to 49.1.1.3 above, provided that no account shall be taken of 

any liabilities and obligations of the Terminal Operator arising out of agreements 

or arrangements entered into by the Terminal Operator to the extent that such 

agreements or arrangements were not entered into in: 

49.1.1.6.1. connection with the Terminal Operator’s obligations in relation to 

the Project; and 

49.1.1.6.2. the ordinary course of business and on commercial arm’s length 

terms; 

49.1.1.7. if termination of this Agreement occurs after the Actual Commercial Operations 

Date and if the LNG Terminal  is not found to be in the condition reasonably 

expected with due regard to the age and use of the LNG Terminal  and the 

performance expected of the LNG Terminal  in accordance with the terms of 

this Agreement, the amount determined by the Independent Expert as being 

required to bring the condition of the LNG Terminal  to the standard expected 

as at the Termination Date by a Reasonable and Prudent Operator,  

provided that, if the aggregate of the amounts referred to in clauses 49.1.1.1 to 49.1.1.4 

after the deductions made in clauses 49.1.1.5 to 49.1.1.7 above is less than zero (0) then, 

for the purposes of the calculation in this definition, the aggregate shall be deemed to be 

zero (0). 

49.2. Payment Expert Calculations 

49.2.1. If any calculation or valuation is required to be made for the purposes of determining 

an amount payable by the TNPA to the Terminal Operator pursuant to clause 49.1, 

the same shall be made by the Payment Expert appointed by the Parties and the 

Lenders or, in the absence of agreement within [fifteen (15)] Business Days, by the 

President of the South African Institute of Chartered Accountants. 

49.2.2. The Terminal Operator and the TNPA shall ensure that the Payment Expert is 

appointed within [fifteen (15)] Business Days of delivery by the Terminal Operator of 

the second notice in terms of clause 46.2.1.  The Payment Expert shall have [fifteen 

(15)] Business Days to calculate the amount payable by the TNPA to the Terminal 

Operator pursuant to this clause 49 (Compensation on Termination for TNPA 

Default).  

49.2.3. Upon determination of the amount payable by the TNPA to the Terminal Operator 

pursuant to this clause 49 (Compensation on Termination for TNPA Default), the 
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Terminal Operator shall be entitled to issue a written demand to the TNPA for 

payment of such amount. 

49.2.4. In making any determination pursuant to this clause 49.2 (Payment Expert 

Calculations), the Payment Expert shall act as an expert and not an arbitrator. 

PART VIII – PROCEDURAL ISSUES 

50. Corrupt gifts and fraud 

50.1. The Terminal Operator warrants that in entering into this Agreement it has not committed 

any Corrupt Act. 

50.2. If the Terminal Operator, any Shareholder, any Subcontractor or any Affiliate of any of 

them (or anyone employed by or acting on behalf of any of them) admits to or is convicted 

of having committed any Corrupt Act in relation to the Project or in respect of any of the 

Project Documents, then the TNPA shall be entitled to act in accordance with 

clauses 50.2.1 to 50.2.9 below: 

50.2.1. if the Corrupt Act is committed by the Terminal Operator, any Shareholder, any director of 

the Terminal Operator, any director of any Shareholder, or any employee of the Terminal 

Operator or of any Shareholder acting under the authority of or with the knowledge of a 

director of the Terminal Operator or such Shareholder, as the case may be, then in any 

such case, the TNPA may terminate this Agreement with immediate effect by giving written 

notice to the Terminal Operator; 

50.2.2. if the Corrupt Act is committed by an employee of the Terminal Operator or of any 

Shareholder acting of his or her own accord, then in any such case, the TNPA may give 

written notice to the Terminal Operator of termination and this Agreement will terminate, 

unless within [thirty (30)] Business Days of the Terminal Operator’s receipt of such notice 

that employee’s involvement in the Project is terminated and (if necessary) the 

performance of any part of the Project Deliverables previously performed by him or her is 

performed by another person; 

50.2.3. if the Corrupt Act is committed by a Subcontractor or supplier, director of a Subcontractor 

or supplier or an employee of a Subcontractor or supplier acting under the authority or 

with the knowledge of a director of that Subcontractor or supplier, then in any such case, 

the TNPA may give written notice to the Terminal Operator of termination and this 

Agreement will terminate, unless within [sixty (60)] Business Days of its receipt of such 

notice the Terminal Operator terminates the relevant Subcontract or supply contract and 

procures the performance of the relevant part of the Project Deliverables by another 

person, where relevant; 
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50.2.4. if the Corrupt Act is committed by an employee of a Subcontractor acting of his or her own 

accord, then the TNPA may give notice to the Terminal Operator of termination and this 

Agreement will terminate, unless within [thirty (30)] Business Days of its receipt of such 

notice the Terminal Operator procures the termination of that employee’s involvement in 

the Project and (if necessary) procures the performance of that part of the Project 

Deliverables previously performed by that employee to be performed by another person; 

50.2.5. if the Corrupt Act is committed by a Lender, a director of a Lender or any employee of a 

Lender acting under the authority or with the knowledge of a director of that Lender, then 

in any such case the TNPA may give written notice to the Terminal Operator of termination 

and this Agreement will terminate, unless within [eighty (80)] Business Days of its receipt 

of such notice the Terminal Operator procures the termination of such Lender’s 

involvement in the Project (in any capacity whatsoever including, without limitation, as 

Lender under the Financing Agreements) and provides the TNPA with satisfactory proof 

that such Lender’s entire participations in the Debt and in any undrawn financial 

commitments under the Financing Agreements have been assumed by any other financial 

institution (including any one or more of the remaining Lenders) or any of the 

Shareholders, whether by means of Equity contributions or otherwise; 

50.2.6. if the Corrupt Act is committed by any employee of a Lender acting of his or her own 

accord, then the TNPA may give written notice to the Terminal Operator of termination 

and this Agreement will terminate, unless within [thirty (30)] Business Days of the Terminal 

Operator’s receipt of such notice, that employee’s involvement in the Project is terminated; 

50.2.7. if the Corrupt Act is committed by an Affiliate of any of the persons detailed in any of 

clauses 50.2.1 to 50.2.6, a director of such an Affiliate or an employee of such an Affiliate 

acting under the authority or with the knowledge of a director of that Affiliate, then the 

TNPA may give notice to the Terminal Operator of termination and this Agreement will 

terminate, unless the Terminal Operator procures the termination of the involvement in the 

Project of the person detailed in any of clauses 50.2.1 to 50.2.6 who is affiliated to that 

Affiliate, within the time period specified in the clause amongst clauses 50.2.1 to 50.2.6 

that is relevant in the circumstances; 

50.2.8. if the Corrupt Act is committed by any other person not specified in clauses 50.2.1 to 

50.2.6 above but involved in the Project as a Subcontractor or supplier to any 

Subcontractor or to the Terminal Operator, then the TNPA may give notice to the Terminal 

Operator of termination and this Agreement will terminate unless within [sixty (60)] 

Business Days the Terminal Operator procures the termination of such person’s 

involvement in the Project and (if necessary) procures the performance of the relevant 

part of the Project by another person; and 

50.2.9. any notice of termination under this clause 50.2 shall specify: 
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50.2.9.1.   the nature of the Corrupt Act; 

50.2.9.2.   the identity of the party or parties who has committed the Corrupt Act; and 

50.2.9.3. the date on which this Agreement will terminate in accordance with the 

applicable provisions of this clause 50.2. 

50.3. Without prejudice to its other rights or remedies under this clause or any other Laws, the 

TNPA shall be entitled to recover from the Terminal Operator, the greater of: 

50.3.1. the amount or value of the gift, consideration or commission which is the subject 

of the Corrupt Act; and 

50.3.2. any direct losses sustained by the TNPA in consequence of any breach of this 

clause 50 by the Terminal Operator. 

50.4. Nothing contained in this clause 50 shall prevent the Terminal Operator from paying any 

proper commission or bonus to its employees within the agreed terms of their 

employment. 

50.5. The Terminal Operator shall notify the TNPA of the occurrence (and details) of any 

Corrupt Act promptly on the Terminal Operator becoming aware of its occurrence.  

51. Terminal Operator's warranties and undertakings 

51.1. Terminal Operator's general undertakings 

51.1.1. As between the Parties and save as otherwise expressly provided for in this 

Agreement, at all times during the Operating Term, the Terminal Operator shall 

exercise its rights and perform all of its obligations as provided for in this 

Agreement, at its sole cost and risk and in compliance with the requirements of:  

51.1.1.1.applicable Laws; 

51.1.1.2.the Consents; 

51.1.1.3.the terms and conditions of this Agreement; 

51.1.1.4.the standards of a Reasonable and Prudent Operator; and 

51.1.1.5.relevant manufacturers' guidelines and instructions. 
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51.1.2. If there is a conflict between the documents listed in clause 51.1.1, the order of 

priority between the documents shall be the order of priority in which the sub 

clauses to clause 51.1.1 are listed. 

51.1.3. The Terminal Operator agrees and undertakes that, as between the Terminal 

Operator and the TNPA:  

51.1.3.1. the Terminal Operator shall be solely responsible for, shall bear full 

responsibility for and shall discharge, all environmental and or health 

and safety obligations in relation to the Terminal Facilities and the 

Project Site pursuant to and in accordance with the applicable 

Consents and Environmental Laws; and  

51.1.3.2. the Terminal Operator shall be solely responsible for, shall bear full 

responsibility for and shall discharge all obligations in relation any 

contamination of the Port Sites pursuant to and in accordance with 

the applicable Consents and Laws, whether such contamination was 

existing at the time that the Terminal Operator obtained its rights in 

respect of the Project Site or arises during the term of this 

Agreement; 

51.1.3.3. the Terminal Operator shall be solely responsible for, shall bear full 

responsibility for and shall discharge all obligations pursuant to any 

remediation order issued by any Responsible Authority pursuant to 

and in accordance with the applicable Consents and Environmental 

Laws in respect of any contamination of the Port Site, whether such 

contamination was existing at the time that the Terminal Operator 

obtained its rights in respect of the Project Site or arises during the 

term of this Agreement; 

51.1.3.4. the Terminal Operator shall be solely responsible for, shall bear full 

responsibility for, shall discharge all obligations and shall bear all 

consequences (including the possibility that any of the following 

could lead, directly or indirectly, to a Terminal Operator Default) that: 

51.1.3.4.1. arise as a direct or indirect result of any appeal or review 

being lodged against any amendment to any of the 

Consents issued in terms of any Environmental Laws; or 

51.1.3.4.2. arise as a direct or indirect result of the Terminal 

Operator's failure to obtain the conversion of its 

provisional air emissions licence into a final air emissions 
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licence, in terms of the Environmental Laws, due to its 

failure to comply with the terms and conditions of the 

provisional air emissions licence; or 

51.1.3.4.3. arise as direct or indirect result of any Responsible 

Authority imposing additional conditions on the Terminal 

Operator in terms of any Consents issued in terms of any 

Environmental Laws, pursuant to a review by the 

Responsible Authority of the Terminal Operator's 

provisional or final air emissions licence or waste 

management licence; or 

51.1.3.4.4. arise as a direct or indirect result of the Responsible 

Authority declaring the area in which the Project Site is 

situated as an air pollution priority area and imposing 

additional requirements on the Terminal Operator in 

terms of its air emissions licence to align with the air 

quality management plan for that area; and 

51.1.3.4.5. the Terminal Operator shall be solely responsible for, 

shall bear full responsibility for and shall discharge all 

obligations pursuant to any obligations or requirements 

to decommission the LNG Terminal  at the end of its life, 

pursuant to and in accordance with the applicable 

Consents and Laws, in accordance with the provisions of 

clauses 12.15 and 15.5 and the provisions of any 

applicable Laws and or the terms and conditions of any 

Consents; and 

51.1.3.5. if any consequence arises pursuant to any circumstance, event or 

situation detailed in clause 51.1.3, the Terminal Operator shall be 

liable for and bear the full responsibility of and consequences for such 

circumstance, event or situation, and the TNPA shall not bear any 

liability, responsibility or consequence for or of such circumstance, 

event or situation, including any consequential Terminal Operator 

Default; and 

51.1.3.6. that the TNPA has no obligations of any nature to monitor compliance 

with or to enforce the terms and conditions of any of the Consents; 

and 
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51.1.3.7. that the TNPA has no obligations of any nature to monitor compliance 

with or to enforce the terms and conditions of any remediation order 

issued by any Responsible Authority in respect of any contamination 

of the Port Site; and 

51.1.3.8. if the Terminal Operator fails to comply with any of its obligations 

under clause 51.1.3, it alone shall be liable for and bear the full 

responsibility of and consequences for such failure, and the TNPA 

shall not bear any liability, responsibility or consequence for or of such 

failure;  and 

51.1.3.9. the Terminal Operator indemnifies and shall hold harmless, upon 

demand, the TNPA against any claims, damages, losses, expenses 

and any other consequences of or arising out of the Terminal 

Operator's failure to comply with this clause 51.1.3; and 

51.1.3.10. the Terminal Operator indemnifies and shall hold harmless, upon 

demand, the TNPA against any claims, damages, losses, expenses 

and any other consequences of or arising out of any consequence 

arises pursuant to any circumstance, event or situation detailed in 

clause 51.1.3. 

51.1.4. The provisions of clause 51.1.3 shall remain in full force and effect after the 

Termination Date. 

51.1.5. The Terminal Operator shall: 

51.1.5.1. provide the TNPA with copies of all of the Associated Agreements 

(that have been signed at Financial Close) and all of the Financing 

Agreements, at Financial Close;  

51.1.5.2. provide to the TNPA copies of any changes to the Financing 

Agreements at any time after Financial Close, for the duration of the 

Operating Term;  

51.1.5.3. obtain the TNPA's prior written consent for any changes to the 

Associated Agreements at any time after Financial Close, for the 

duration of the Operating Term; and  

51.1.5.4. obtain the TNPA's prior written consent for any changes to any of the 

Financing Agreements. 
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51.1.6. In respect of those Associated Agreements that have not been signed by 

Financial Close, the Terminal Operator shall deliver a copy of each Associated 

Agreement to the TNPA within [five (5)] Business Days of the date of signature 

of that agreement by the last of the parties to it, to sign it. 

51.1.7. If the Terminal Operator requires any change to the Associated Agreements as 

a result of any replacement of any Associated Agreements or a counterparty to 

any Associated Agreements, it shall, before effecting such replacement, promptly 

notify the TNPA of the need for the replacement.  The prior written consent of the 

TNPA (acting reasonably) shall be required in respect of the replacement of any 

of the Lenders, Subcontractors or an equipment supplier, unless such 

replacement Lender, Subcontractor or equipment supplier was included, in that 

role, in the bid response that was submitted by the Terminal Operator or on 

behalf of the Terminal Operator and that was the basis on which the TNPA 

entered into this Agreement with the Terminal Operator.   

51.1.8. The Terminal Operator shall ensure that the Independent Certifier shall, in the 

exercise of its duties for the duration of this Agreement, owe a duty of care to the 

TNPA and that the TNPA shall be entitled to receive copies of all notices, reports 

and any other documentation issued to the Terminal Operator by the 

Independent Certifier and or issued by the Terminal Operator to the Independent 

Certifier in terms of such agreement. 

51.2. Terminal Operator's warranties 

The Terminal Operator represents and warrants to the TNPA as on the Effective Date and 

on each day thereafter during the Operating Term (unless the contrary is indicated in the 

relevant provision), that: 

51.2.1. the Terminal Operator is a limited liability company, duly incorporated and validly 

existing under the Laws and has taken all necessary actions to authorise its 

execution of and to fulfil its obligations under this Agreement, the Associated 

Agreements, the Financing Agreements and the Project Documents; 

51.2.2. the Terminal Operator has the sole purpose, object and business of undertaking the 

Project and providing Services in terms of the Terminal Use Agreements; 

51.2.3. its obligations under this Agreement are legal, valid and binding and enforceable 

against it, in accordance with the terms of this Agreement; 

51.2.4. all the Financing Agreements have been duly executed on proper authority and are 

in full force and effect as at the Effective Date;  
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51.2.5. once a Associated Agreement has been executed, it has been duly executed on 

proper authority and is in full force and effect; 

51.2.6. the execution and performance of any of the Associated Agreements, Project 

Documents or Financing Agreements do not and will not contravene any provision of 

the memorandum of incorporation of the Terminal Operator as at the Effective Date, 

or any order or other decision of any Responsible Authority or arbitrator that is binding 

on the Terminal Operator; 

51.2.7. all Consents (whether provisional or final) required by the Terminal Operator, its 

Subcontractors or suppliers for the conduct of the Project are in full force and effect 

as at the Effective Date, save for any Consents which are not required under the 

Laws to be obtained by the Effective Date, provided that:  

51.2.7.1. the Terminal Operator warrants that it knows of no reason (having made 

all reasonable enquiries in this regard) why any such Consent will not be 

granted on reasonable terms by the time the Terminal Operator, its 

Subcontractors or suppliers are required to obtain such Consent; and 

51.2.7.2. the Terminal Operator knows of no reason why any provisional Consents 

issued to it in terms of the Environmental Laws will not be converted into 

final Consents in order for it to be permitted to commence the Project 

Deliverables; 

51.2.8. subject to clause 51.2.7, the Terminal Operator, Subcontractors and or suppliers 

have, at all times during the Operating Term, all Consents required to enable them 

to fulfil their obligations in terms of this Agreement, the Associated Agreements and 

have complied in all material or relevant respects, with such Consents and the Laws 

applicable to the Terminal Operator, Contractors and or the Suppliers; 

51.2.9. the Terminal Operator shall inform the TNPA of any cancellations, amendments, 

disputes, penalisations and or revocations in respect of any Consents within [three 

(3)] Business Days of becoming aware of such occurrence.  If any such cancellation, 

amendment, dispute, penalisation and or revocation takes place, the Terminal 

Operator shall within [five (5)] Business Days of the receipt of the notification thereof 

by the TNPA, provide the TNPA with a detailed plan explaining how the Terminal 

Operator will deal with the issue so as to ensure that it does not cause any 

interruptions to the provision of the Services, and the TNPA shall, in its sole 

discretion, be entitled to decide whether or not to accept such plan; 

51.2.10.no litigation, arbitration, investigation or administrative proceeding is in progress as 

at the Effective Date or, to the best of the knowledge of the Terminal Operator as at 
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the Effective Date (having made all reasonable enquiries), threatened against it or 

any of the Subcontractors or suppliers, which is likely to have a material adverse 

effect on the ability of the Terminal Operator to conduct the Project; 

51.2.11.the Terminal Operator is not subject to any obligation or non-compliance which is 

likely to have a material adverse effect on its ability to conduct the Project; 

51.2.12.no proceedings or any other steps have been taken or, to the best of the knowledge 

of the Terminal Operator (having made all reasonable enquiries), are threatened for 

the winding-up or liquidation (whether voluntary or involuntary, provisional or final), 

judicial management (whether provisional or final), business rescue or deregistration 

of Terminal Operator or for the appointment of a liquidator, judicial manager business 

rescue practitioner or similar officer over it or over any of its assets; 

51.2.13.the Terminal Operator has not carried out any trading or business activities since its 

incorporation or incurred any liabilities other than in connection with the operations 

of the Project (including the entry into of this Agreement, the Financing Agreements, 

the Associated Agreements and the other Project Documents); 

51.2.14.all information disclosed by or on behalf of the Terminal Operator to the TNPA at any 

time up to the Effective Date and, in particular, during the bid process preceding the 

award of this Agreement to the Terminal Operator, is true, complete and accurate in 

all material respects and the Terminal Operator is not aware of any material facts or 

circumstances not disclosed to the TNPA and which would, if disclosed, be likely to 

have an adverse effect on the TNPA’s decision (acting reasonably) to enter into this 

Agreement with the Terminal Operator; 

51.2.15.the copies of the Financing Agreements have been delivered to the TNPA in 

accordance with the terms of this Agreement, and those copies are true and complete 

copies of such Financing Agreements and there are no other documents replacing 

or relating to any such Financing Agreements, which would materially affect the 

performance of these Financing Agreements; 

51.2.16.following the execution from time to time of Project Documents and the Associated 

Agreements, copies of the Project Documents and the Associated Agreements have 

been delivered to the TNPA and in accordance with the terms of this Agreement, and 

those copies are true and complete copies of such Project Documents and 

Associated Agreements, and the Terminal Operator has promptly delivered copies 

of any other documents replacing or relating to any such Project Documents and 

Associated Agreements, where such documents would materially affect the 

performance of these Project Documents, the Associated Agreements and or this 

Agreement, to the TNPA. 
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51.2.17. as at the Effective Date: 

51.2.17.1. the Terminal Operator has an authorised share capital as set out in 

the its memorandum of incorporation and issued share capital as set 

out its shareholders agreement (to the extent that there is such an 

agreement) and all shares in the issued share capital of the Terminal 

Operator are fully paid up;  

51.2.17.2. all shares in the issued share capital of the Terminal Operator are 

legally and beneficially owned as represented in the Terminal 

Operator's memorandum of incorporation and shareholders 

agreement (to the extent that there is such an agreement);  

51.2.17.3. save as provided in the Financing Agreements, the memorandum of 

incorporation or the Terminal Operator's shareholders agreement (to 

the extent that there is such an agreement), no person has the right 

(whether actual or contingent) to call for the issue of any share or loan 

capital in the members of the Terminal Operator whether pursuant to 

any option or otherwise including any realisation of security; 

51.2.17.4. save as provided in the Financing Agreements (in respect of all of the 

security provided by the Terminal Operator to the Lenders or their 

nominee), the memorandum of incorporation or the Terminal 

Operator's shareholders agreement (to the extent that there is such 

an agreement), there are no Encumbrances over or affecting any of 

the Equity or the Shareholder Loans and there is no agreement or 

commitment to grant or create any such Encumbrance; and 

51.2.18. no person (whether the Terminal Operator, a Shareholder, Subcontractor, supplier or any 

other third person) has agreed to pay or be paid any Success Payment in respect of, in 

connection with or pursuant to the Project, other than the Success Payments detailed in 

the Financial Model. 

51.3. Breach of Terminal Operator warranties 

If the Terminal Operator fails to comply with any of the warranties in terms of clause 51.2, 

then the Terminal Operator shall notify the TNPA of such non-compliance within [5 (five)] 

Business Days of becoming aware thereof.   

52. TNPA Warranties 

The TNPA represents and warrants to the Terminal Operator as on the Effective Date and on 

each day thereafter during the Operating Term, as follows: 
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52.1. it is duly established under the laws of South Africa and has the right, power and 

authority to enter into this Agreement and to perform its obligations hereunder; and 

52.2. the execution and performance of this Agreement by it has been duly authorised by all 

necessary action, and its obligations hereunder constitute valid, binding and enforceable 

obligations. 

53. Dispute Resolution 

53.1. referable disputes 

 The provisions of this clause 53 (Dispute Resolution) shall, save where expressly provided 

otherwise, apply to any dispute arising in relation to or in connection with any aspect of 

this Agreement between the Parties. 

53.2. internal referrals 

53.2.1. If a dispute arises in relation to any aspect of this Agreement, the Parties shall 

attempt in good faith to come to an agreement in relation to the disputed matter, 

in accordance with the following informal process: 

53.2.1.1. all disputes shall first be referred to a meeting of the liaison officers 

or other designated executives from each Party who are actively 

involved in the Project, and have sufficient authority to be able (if 

necessary with consultation back to their respective organisations) to 

resolve it; and 

53.2.1.2. if the Parties have been unable to resolve the dispute within 15 

(fifteen) days of referral to the persons specified in clause 53.2.1.1, 

either Party may refer the dispute for a decision by the chief executive 

officer of the TNPA and the chief executive officer or equivalent officer 

of the Terminal Operator. 

53.2.2. In attempting to resolve the dispute in accordance with the provisions of this 

clause 53.2 (internal referral), the Parties shall (and shall procure that their 

employees and representatives shall) use reasonable endeavours to resolve 

such dispute without delay by negotiations or any other informal procedure which 

the relevant representatives may adopt.  Those attempts shall be conducted in 

good faith in an effort to resolve the dispute without necessity for formal 

proceedings. 

53.2.3. Any dispute which has not been resolved by the representatives contemplated 

in clause 53.2.1 within 15 (fifteen) days of the dispute being referred to them (or 
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any longer period agreed between the Parties) shall be treated as a dispute in 

respect of which informal resolution has failed.   

53.3. performance to continue 

No reference of any dispute to any resolution process in terms of this clause 53 (Dispute 

Resolution) shall relieve either Party from any liability for the due and punctual 

performance of its obligations under this Agreement. 

53.4.   litigation 

53.4.1. Save where any dispute has been expressly referred for determination in terms 

of clause 53.5 (fast-track dispute resolution), if informal resolution of any dispute 

has failed, then the dispute may be referred to litigation in the High Courts by 

either Party. 

53.4.2. Neither Party is limited in any proceedings before the High Court to the 

information, evidence or arguments used in the informal attempts to resolve the 

dispute. 

53.5. fast-track dispute resolution 

53.5.1. Disputes expressly referred for determination pursuant to this clause 53.5 (fast-track 

dispute resolution) shall be determined by the Independent Expert. 

53.5.2. Within 5 (five) Business Days after a dispute has been referred by either Party to 

the appropriate Independent Expert, the Independent Expert shall require the 

Parties to submit in writing their respective arguments.  The Independent Expert 

shall, in his or her absolute discretion, consider whether a hearing is necessary in 

order to resolve the dispute. 

53.5.3. It shall be entirely within the power and competence of the Independent Expert to 

decide upon any matters related to the proper preparation of the dispute for hearing 

and in that regard the Independent Expert shall direct the Parties accordingly. 

53.5.4. The Independent Expert shall set the date for the hearing, choose the venue (which 

must be a venue in South Africa) for the hearing and determine all matters regarding 

any aspect of the hearing.  Moreover, the Independent Expert can decide whether 

at the hearing the Parties are to give oral evidence or confine themselves to 

presenting their cases in writing or by some other appropriate procedure.  In this 

regard, the Independent Expert must be guided by considerations of fairness, the 

cost-effective resolution of the dispute, and the need to resolve the dispute quickly. 
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53.5.5. The Independent Expert shall provide both Parties with his or her written decision 

on the dispute, within 20 (twenty) Business Days of the referral (or such other period 

as the Parties may agree after the referral).  The Independent Expert shall give his 

or her reasons for the award, if so requested by either Party. 

53.5.6. The Independent Expert's costs of any referral shall be borne as the Independent 

Expert shall specify or, if not specified, equally by the Parties. Each Party shall bear 

its own costs arising out of the referral, including its legal costs and the costs and 

expenses of any witnesses. 

53.5.7. The Independent Expert shall act impartially and may take the initiative in 

ascertaining the facts and the law.   

53.5.8. Should the need arise for either Party to seek interim or temporary relief before the 

adjudication is finalised, that Party may apply to the Independent Expert to grant 

such interlocutory order or give the required temporary relief and the Independent 

Expert shall have the same power to do so as if the matter were one heard by a 

Judge in the High Court of South Africa, save that if by law such power or order 

cannot be exercised or given by an Independent Expert then, and then only, should 

the Parties refer such matter to such High Court. 

53.5.9. The proceedings shall be confidential and all information, data or documentation 

disclosed or delivered by either Party to the Independent Expert in consequence of 

or in connection with his or her appointment as Independent Expert shall be treated 

as confidential.  Neither the Parties nor the Independent Expert shall, save as 

permitted by the confidentiality provisions of this Agreement contained in clause 55, 

disclose to any person any such information, data or documentation unless the 

Parties otherwise agree in writing, and all such information, data or documentation 

shall remain the property of the Party disclosing or delivering the same and all 

copies shall be returned to such Party on completion of the Independent Expert's 

work. 

53.5.10. The Independent Expert is not liable for anything done or omitted in the discharge 

or purported discharge of his or her functions as Independent Expert, unless the act 

or omission is grossly negligent or in bad faith.  Any employee or agent of the 

Independent Expert is similarly protected from liability. 

53.5.11. Should any Party fail to co-operate with the Independent Expert with the result that 

in the view of the Independent Expert such default or omission prejudices the 

adjudication process, then the Independent Expert can either: 
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53.5.11.1. give that Party written notice that unless it remedies the default or 

omission within a given time, it will forfeit the right to continue to 

participate in the adjudication; or 

53.5.11.2. warn the Party in writing that its default or omission may make it liable 

to a punitive order of costs irrespective of whether it succeeds in the 

adjudication or not and such punitive award of costs may include an 

order of attorney and client costs or attorney and own client costs as 

those expressions are understood in the Uniform Rules of Court. 

53.5.12. The Independent Expert shall be deemed not to be an arbitrator but shall render his 

or her decision as an expert and the provisions of the Arbitration Act No. 42 of 1965 

and any other law relating to arbitration shall not apply to the Independent Expert or 

his or her determination or the procedure by which he or she reaches his or her 

determination.  The Independent Expert's decision shall be final and binding on the 

Parties. 

54. Liability 

54.1. Direct losses 

54.1.1. The Parties' liability to each other in respect of any claim that arises pursuant to 

this Agreement, whether under delict or contract, shall be as detailed in this 

Agreement, and no Party shall have any additional liability to the other Party in 

respect of such claim. 

54.1.2. Notwithstanding anything contained to the contrary in this Agreement, neither 

Party shall be liable to the other Party for any Special Loss suffered by such other 

Party as a result of any act or omission by the first Party.  

54.1.3. Save as expressly provided elsewhere in this Agreement, neither Party shall be 

liable to the other Party for any losses, liabilities, expenses, damages, costs and 

claims (including Claims) suffered or claimed which arise out of, under or in 

connection with any alleged breach of any statutory duty or delictual act or 

omission or otherwise. 

54.2. Mitigation 

The Parties shall comply with their common law duties to mitigate any losses, liabilities, 

expenses, damages, costs and claims (including Claims) they may have pursuant to this 

Agreement. 
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55. Confidentiality 

55.1.    Confidential Information 

Each Party shall treat any and all information and data disclosed to it by the other Party in 

connection with this Agreement in any form whatsoever, and this Agreement itself (the 

"Confidential Information") as confidential and proprietary, shall preserve the secrecy of 

the Confidential Information and shall not use the Confidential Information for any purpose 

other than solely in connection with the Project or, in respect of the TNPA, for the purposes 

of complying with any obligations imposed on it by any Laws, to report to Parliament, any 

committee of Parliament or any other part of Government.   

55.2. Exclusions to Confidential Information 

For the purposes of this clause 55, the term "Confidential Information" shall not include 

information which: 

55.2.1. at the time of disclosure or at any time thereafter is in, or becomes part of, the 

public domain other than through a breach of this clause 55; 

55.2.2. the Party receiving the information can prove was already known to it, or was 

independently acquired or developed by it without being in breach of its 

obligations under this clause 55; 

55.2.3. became available to the Party receiving the information from another source in a 

non-confidential manner otherwise than in breach of an obligation of 

confidentiality; or 

55.2.4. is published by, or the publication of which is required by, a Responsible Authority 

or any court. 

55.3.   Permitted disclosure of Confidential Information 

Notwithstanding the provisions of this clause 55, the Confidential Information may be 

disclosed: 

55.3.1. by either Party to any Responsible Authority (where for the purposes of this 

clause 55.3 such definition shall be limited to South Africa) or to any of the 

shareholders (direct or indirect), agents, consultants, contractors, advisers, 

financiers, potential financiers, investors, potential purchasers of the interests of 

a shareholder (direct or indirect), insurers or lenders of such Party or its Affiliates, 

in any such case for the purpose of enabling the disclosing Party to comply with 

its obligations under this Agreement, provided that: 
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55.3.1.1. such Party notifies the recipient at or about the time of such disclosure 

that the information is confidential and should not be disclosed by the 

recipient to third parties; and 

55.3.1.2. such Party shall be responsible for ensuring that the recipient keeps 

the Confidential Information confidential and shall accordingly be 

responsible for any failure of the recipient to do so; 

55.3.2. by either Party as may be required by the regulations of any recognised securities 

exchange upon which the share capital of the Party (or any shareholder (direct 

or indirect) in the Party) is or is proposed to be from time to time listed or dealt 

in, and the Party making the disclosure shall, if reasonably practicable prior to 

making the disclosure, and in any event as soon as reasonably practicable 

thereafter, supply the other Party with a copy of such disclosure or statement and 

details of the persons to whom the Confidential Information is to be, or has been, 

disclosed; 

55.3.3. by either Party as may be necessary to comply with any obligation under any 

applicable Law; 

55.3.4. by either Party if required by any court, any arbitrator or administrative tribunal 

or an expert in the course of proceedings before it to which the disclosing Party 

is a party; or 

55.3.5. by either Party, if so agreed in writing by the Parties prior to the disclosure. 

55.4. Ownership and treatment 

55.4.1. Save for all Project Data, all information supplied by or on behalf of a Party shall 

remain the property of such Party, and this Agreement shall not operate to transfer 

ownership interest therein.   

55.4.2. The Parties shall, in so far as is reasonably practicable, ensure that any copies of 

the Confidential Information, whether in hard copy or computerised form, shall 

clearly identify the Confidential Information as confidential. 
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56. Miscellaneous matters 

56.1. notices 

56.1.1. methods of delivery 

 Unless otherwise provided in this Agreement, all notices, requests, statements and 

other communications required or permitted between the Parties by this Agreement 

shall be in writing and either hand-delivered or sent by pre-paid registered post or 

facsimile to the address or number within South Africa of the Party concerned set 

out in clause 56.1.2.1 or such other address or number as contemplated in 

clause 56.1.2.1. No communication shall be effective until received by the 

addressee and a communication shall be deemed to have been received: 

56.1.1.1. if delivered by hand during ordinary business hours, to its physical 

address in clause 56.1.2.1, when so delivered; 

56.1.1.2. if delivered by pre-paid registered post, to its postal address in 

clause 56.1.2.1, [seven (7)] Business Days after posting, subject to proof 

of posting; and 

56.1.1.3. if delivered by facsimile, upon sending, subject to confirmation of 

uninterrupted transmission on a transmission report and provided that a 

hard copy is promptly dispatched to the recipient in the manner provided 

in clauses 56.1.1.1 or 56.1.1.2 above. 

56.1.2. addresses 

56.1.2.1. The Parties choose the following addresses to which notices may be 

given, and at which documents in legal proceedings may be served (ie 

their domicilia citandi et executandi), in connection with this Agreement: 

56.1.2.1.1.in the case of the TNPA: [insert] 

postal address: [insert] 

physical address: [insert] 

current fax no: [insert] 

attention: [insert] 

56.1.2.1.2.in the case of the Terminal Operator: [insert] 

postal address: [insert] 
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physical address: [insert] 

current fax no: [insert] 

attention: [insert] 

56.1.2.2. Notwithstanding anything to the contrary herein, a written legal notice or 

process actually received by a Party shall be an adequate written notice 

or process, notwithstanding that it was not sent to or delivered at its 

chosen domicilium citandi et executandi. 

56.1.2.3. A Party may change that Party's physical or postal addresses for this 

purpose to another physical or postal address, as the case may be, in 

South Africa (and not in any other country) or its contact details, by giving 

at least fifteen (15) days' prior notice in writing to the other Party. 

56.2. no partnership or agency 

This Agreement shall not constitute or imply any partnership, joint venture, agency, fiduciary 

relationship or other relationship between the Parties other than the contractual relationship 

expressly provided for in this Agreement. Neither Party shall have, nor represent that it has, 

any authority to make any commitments on the other Party's behalf. 

56.3. entire contract 

56.3.1. This Agreement contains the whole agreement between the Parties with regard to 

the subject matter hereof and supersedes any prior written or oral agreement 

between them, and the Parties waive the right to rely on any alleged express 

provision not contained in this Agreement. 

56.3.2. If there is a conflict between the terms of this Agreement and those of any Schedule, 

the terms of this Agreement shall prevail. 

56.3.3. This Agreement, and the rights and obligations of the Parties shall take effect on the 

Signature Date. 

56.4. rights and remedies 

The rights and remedies of the TNPA under this Agreement are cumulative, may be exercised 

as often as the TNPA requires and are in addition to any other rights and remedies which the 

TNPA may have under the Law. 
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56.5. further undertakings 

The TNPA and the Terminal Operator shall perform, or procure the performance, of all further 

things, and execute and deliver (or procure the execution and delivery) of all further 

documents, as may be required by the Law or as may be desirable or necessary to implement 

or give effect to the Project, the purposes and intent of this Agreement and the transactions 

contemplated therein. 

56.6. no representations 

Each Party acknowledges and agrees that it is not entering into this Agreement in reliance 

on, and shall have no right of action against the other Party in respect of, any assurance, 

promise, undertaking, representation or warranty made by the other Party at any time prior 

to the Effective Date, unless the representation is recorded in this Agreement. 

56.7. variation, cancellation and waiver 

56.7.1. This Agreement may not be released, discharged, supplemented, interpreted, 

amended, varied or modified in any manner except by an instrument in writing signed 

by a duly authorised officer or representative of each of the Parties to this Agreement. 

56.7.2. The failure of any Party to exercise any contractual right or remedy shall not constitute 

a waiver thereof.  No waiver shall be effective unless it is communicated in writing to 

the other Parties.  No waiver of any right or remedy arising from a breach of contract 

shall constitute a waiver of any right or remedy arising from any other breach of this 

Agreement. 

56.7.3. The expiry or termination of this Agreement shall not prejudice the rights of any Party 

in respect of any antecedent breach or non-performance of or in terms of this 

Agreement. 

56.8. invalidity and severability 

If any of the provisions of this Agreement becomes invalid, illegal or unenforceable for any 

reason, the validity, legality and enforceability of the remaining provisions of this Agreement 

shall not be impaired or affected in any way by such invalidity, illegality or unenforceability.  In 

the event of any such deletion the Parties shall negotiate in good faith in order to agree the 

terms of a mutually acceptable and satisfactory alternative provision in place of the provision 

so deleted. 

56.9.      set-off 

Either Party shall be entitled to set-off against monies owed by them to the other Party, 

monies that the Party owes to them. 
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56.10.    costs 

Each Party shall bear its own costs in relation to the negotiation and preparation of this 

Agreement and any amendments hereof. 

56.11.    applicable law 

This Agreement is to be interpreted and implemented in accordance with the law of South 

Africa. 

56.12.    language 

All notices or communications under or in connection with the Project shall be in English. 

56.13.    jurisdiction of South African courts 

Subject to clause 53.5 (fast-track dispute resolution) and 53 (Dispute Resolution) 

generally, the Parties consent to the exclusive jurisdiction of the High Court of South Africa, 

Gauteng Division, Johannesburg, for any proceedings arising out of or in connection with 

the Project and this Agreement. 

56.14.    public relations and publicity 

56.14.1. The Terminal Operator acknowledges that certain information pertaining to the 

Project and the Project Data is required to be disclosed in accordance with the 

statutory reporting obligation of the TNPA to publish information about the 

performance of the Terminal Operator and or any other information as it may be 

required to publish from time to time in response to enquiries from:  

56.14.1.1.Parliament and its members and officers; 

56.14.1.2.the Auditor-General under the Public Audit Act No. 25 of 2004; and  

56.14.1.3.persons acting in the public interest in accordance with the provisions 

of the Promotion of Access to Information Act No. 2 of 2000. 

56.14.2. Subject to clause 56.14.3, neither Party shall communicate with representatives 

of the press, television, radio or other communications media on any matter 

concerning this Agreement without the prior approval of the other Party, such 

consent not to be unreasonably withheld. 

56.14.3. To the extent that the TNPA is obliged to disclose or publish information pursuant 

to clause 56.14.1, it undertakes to the Terminal Operator, if time permits, to 

consult with the Terminal Operator prior to any communication contemplated by 
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this clause 56.14.3, and if time does not so permit, such consultation shall be 

dispensed with by the Parties. 

56.14.4. No facilities to photograph or film in or upon the Port Sites shall be given to or 

permitted by the Terminal Operator unless the TNPA has given prior written 

approval. 

56.15.information and audit access 

56.15.1. The Terminal Operator shall provide to the TNPA all information, documents, 

records and the like in the possession of, or available to, the Terminal Operator 

(and to this end the Terminal Operator shall use all reasonable endeavors to 

ensure that all such information in the possession of any counter-party to any 

Project Document shall be available to it and the Terminal Operator has included, 

or shall include, relevant terms in all Project Documents to this effect) as may 

reasonably be requested by the TNPA for the purpose of complying with any of 

its statutory reporting obligations including where pursuant to the PFMA or the 

Auditor-General Act, 1995. 

56.15.2. Without limiting the generality of the aforegoing, the Terminal Operator shall: 

56.15.2.1. provide and shall procure that its Subcontractors shall provide all such 

information as the TNPA may reasonably require from time to time to 

enable the TNPA to provide reports and returns as required by any 

Relevant, including reports and returns regarding the physical 

condition of any building occupied by the TNPA, health and safety, 

national security, and environmental safety; and 

56.15.2.2. note and facilitate the TNPA’s compliance with the Promotion of 

Access to Information Act, 2000 if the TNPA is required to provide 

information to any person pursuant to that Act. 

56.16.counterparts 

This Agreement may be executed in any number of counterparts or duplicates, each of which 

shall be an original, and such counterparts or duplicates shall together constitute one and the 

same agreement. 

56.17.third parties 

The Parties intend that terms and conditions of this Agreement shall be solely for the benefit 

of the Parties and their respective successors and shall not confer any rights upon any third 

Parties. 
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56.18.Lenders’ benefits 

Any right or benefit that is conferred on the Lenders or the Agent by any provision of this 

Agreement may be accepted by the Lenders or the Agent (as the case may) in writing 

provided that the Lenders and the Agent (as the case may be) simultaneously bind 

themselves in favour of the TNPA accepting and undertaking to fulfil any obligations imposed 

upon them by this Agreement. 

 

Signed at  on  2022 

Witness for Transnet National Port Authority 

1.  ......................................................   ......................................................................  

duly authorised and warranting such 

authority 

2.  ......................................................  

 

 

 

Signed at  on  2022 

Witness for [insert Terminal Operator] 

1.  ......................................................   ......................................................................  

duly authorised and warranting such 

authority 

2.  ......................................................  
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Schedule 1 

D&C Specifications 

[To be derived from the preferred bidder's bid submission] 
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Schedule 2 

Operating Specifications 

[To be derived from the preferred bidder's bid submission] 
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Schedule 3 

Constitutional Documents 

[These documents will be derived from the actual constitutional documents of the 

Terminal Operator and derived from the term sheets submitted as part of the 

preferred tender submission] 
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Schedule 4 

Construction Agreement 

[To be derived from the term sheet submitted as part of the preferred tender 

submission and prepared by the preferred bidder] 
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Schedule 5 

Operations Agreement 

[To be derived from the term sheet submitted as part of the preferred tender 

submission and prepared by the preferred bidder] 
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Schedule 6 

Financial Model 

[To be derived from the preferred bidder's tender submission] 
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Schedule 7 

Direct Agreement 

[Note: to be provided in standard form with this Agreement] 
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Schedule 8 

Project Deliverables 
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Schedule 9 

OEMP Required Authorisations 
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Schedule 10A 

B-BBEE Requirements 
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Schedule 10B 

Terminal Operator's Supplier Development Plan  

[Note: to be derived from the preferred bidder's tender submission] 
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Schedule 11 

Penalties 

[Note:  the penalties should be determined with reference to the financial and 

economic strength of the Project.  The penalties applicable to each project are 

specifically devised for that project.] 

 

  



PoRB LNG RFP 25 /11/2022 Annexure VV 

149 
 

Schedule 12A 

Port Site: Description of Services 

[Description of Services at Port Site] 
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Schedule 13 

Equipment 

[To be provided by the TNPA] 
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Schedule 14 

Construction Performance Guarantee 
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Schedule 15 

Operating Performance Guarantee 
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Schedule 16 

Final Maintenance Guarantee 
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Schedule 17 

Existing TNPA Agreements 
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Schedule 18 

Access and Way Leaves 
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Schedule 19 

Fees 
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Schedule 20 

Marine Service Charges 
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Schedule 21 

Port Dues 
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Schedule 22 

Programme for Construction Works 

[Refer to Target Completion Date and Scheduled operations Commencement Date] 
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Schedule 23 

Details of Subcontractors' and Suppliers' Loss of Profits 
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Schedule 24 

Port Facility and Operating Arrangements 

 

 



Annexure QQ – Concession Fee Offer from Bidder 

 

NAME OF ENTITY: _______________________________________________________ 

We 

_____________________________________________________________________do 

hereby offer: 

1.  R______________ per square meter per month for proposed ____________  

square meter of total land required as per available land depicted in Annexure B.  

 

2. R______________ per square meter per month for proposed ____________  

square meter of total water space required for the Floating Storage Unit (“FSU”) or the 
Floating Storage and Regasification Unit (“FSRU”) as the case may be.   

Note: Area proposed to be inclusive of exclusion zones. 

3. We agree that the Concession Fee Offer is subject to acceptance by TNPA and is also subject 

to further negotiation at the discretion of the TNPA. 

 

4. The Concession Fee amount or if applicable, the negotiated and agreed Concession Fee amount 

will be incorporated in the Terminal Operator Agreement. 

 

____________________________    

SIGNATURE OF BIDDER 
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