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Attention: Project Leader
Mr Thato Mahapa

Block B

Pin Mill Farm

164 Katherine Street
SANDTON

By email: tmahapa@icasa.org.za; Imorobane@icasa.org.za

Our Ref: 1 152-10(VR)

Dear Sirs

DISCUSSION DOCUMENT: UNIVERSAL SERVICE AND ACCESS OBLIGATIONS
REVIEW, NOTICE 807 OF 2010, GG33467 of 17 AUGUST 2010

Transnet thanks ICASA for the opportunity to respond to this important and timely
consultation. Transnet's submission has considered the discussion document and sets
out below a general response to the questions posed by ICASA at section 15.

Preliminary thoughts:

1, Transnet is a state-owned enterprise with a goal to reduce the cost of doing
business in South Africa by reducing the cost of logistics to the benefit of all its
citizens. It therefore has a particular government mandate quite separate from
its obligations under its I-ECS and I-ECNS licences. Transnet’s current strategy
requires that it prioritise its commercial freight endeavours. These factors have
been an over-arching consideration in our response to this consultation for the
following reasons:

(@)  Transnet is building additional track to support the ore line to Richard’s
Bay, and acquiring additional rolling stock.

(b)  Transnet’s primary responsibility is for the safety and security of its rail
network and associated operations, and its operators and staff. Its
premises, even those on which communications equipment and facilities
are situated, are dedicated first and foremost to rail-related activities —
those activities that support and assist in carrying out its mandate as
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freight rail
the national rail, harbour, pipelines and port operator.

(e} Revenue from its telecommunications activities (by virtue of the I-ECS
and I-ECNS licences) is an extremely small fraction of the total revenue
accruing from its transport-related businesses.

(d) In addition, the costs of the maintenance, upgrades and support of the
communications part of the network far exceeds the revenue derived
from licensed services. Income earned is paid towards the
aforementioned costs, and results in a net financial loss.

(e) Electronic communications services and electronic communications
network services are devoted in the main to the support of Transnet’s
primary activities, i.e. the freighting of goods. Insofar as these
telecommunications services are provided within the Transnet group to
harbours, ports and associated businesses, the telecommunications
services are provided for support purposes, and not as a profit-making
enterprise. Transnet does not, for example, provide broadband or
internet services, or voice services other than between train operators
and control rooms, even within its own businesses.

(f) Transnet’s primary focus must be the efficient movement of freight. As
a result, any contribution that Transnet is required to make to the
achievement of universal service and universal access in the electronic
communications context should take account of (i) its core business
which is not the provision of electronic communications services or
electronic communications network services; (ii) its net financial loss
from these services.

Answers to the questions posed by ICASA:

Given the background set out in the preliminary section, Transnet’s responses to the
questions posed are brief and focus on the implications for Transnet in particular in
light of its specific concerns.

2. Legislative and requlatory issues (para 15.1):

(@)  Transnet supports the goals of universal service and access in principle,
and believes it is appropriate to determine ways in which these goals
can be achieved. However, Transnet does not believe that it will
advance these goals if onerous obligations are imposed on all licensees
without having calculated the cost to the licensee, and the likely
contribution of that licensee to the overall goals.
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3. General (para 15.4):

(a) Transnet submits that licensees such as itself are not “standard” or
typical Telecommunications licensees, who can be said to participate in
a competitive market for the provision of electronic communications
services and network services. The provision of these services and
related infrastructure is a necessary adjunct to Transnet’s principal
business as per its operating licences issued by the relevant transport
regulators such as the Railway Safety Regulator

Please do not hesitate to contact the writer should you have any queries. Transnet
looks forward to participating in the next stage of the consultation process.

Yours faithfully

N

VIVEK RAMDASS
SENIOR LEGAL ADVISER: LEGAL SERVICES

1152-10.3(VR)/HE
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