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Resource Generation (RES)
Transnet Deal Now Sealed… Happy Days Ahead
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RES has announced that it has signed the Transnet Freight Rail (TFR) contract
overcoming a major hurdle for obtaining project finance.

Highlights
 The importance of this contract: TFR is the monopoly operator for rail
haulage in South Africa and is majority owned by the government. RES,
through its subsidiary Ledjadja Coal signed a Memorandum of
Understanding (MOU) with TFR on 26th October 2011, however, this MOU
needed to be converted into a firm haulage contract for RES to be able to
obtain project financing by banks who have shown interest in the
Boikarabelo open‐cut coal mine project.
 Terms of the contract: Following are the terms of the haulage contract:
o The contract is a take‐or‐pay contract with an initial term of 10 years
with a provision to extend for a further 10 years.
o The contract allows for 4Mt in the first year, increasing to 5Mt in the
second year and then to 6Mtpa thereafter.
o Should Eskom decide to sign an off take agreement with RES and
choose to contract the capacity directly with TFR (which is Eskom’s
intention) for the proposed domestic purchases (presently under
negotiation), the take‐or‐pay quantities in the contract between RES
and TFR would reduce to the export tonnage only.
o In terms of tariff, the contract specifies an indicative tariff for the
current year. The actual tariff would be determined by negotiation.
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o The contract is conditional on Ledjadja Coal completing a 36km rail link
to the existing rail network.
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o The contract is conditional on TFR completing its processes to
determine a fair and equitable allocation of rail capacity to all
interested parties in the Waterberg region. If this this review is not
completed by 31st Dec 2012, the condition is automatically waived
making the above stated tonnage a firm commitment.
 Where to from here? Having cleared the major hurdle of signing a contract
with TFR, RES now looks set to close the Eskom deal and the project
financing for project.

Recommendation
We believe that RES has crossed a major hurdle by signing this contract and
we are of the opinion that the Eskom deal should soon follow, clearing the
way for project financing. We maintain our BUY recommendation with a
price target of $0.90.
Refer to disclaimer on last page
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