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PREFACE

In May 2006 the Free State Development Corporation (FDC) an agency of the
Free State Department of Economic Development, published a Way Forward
report on the Harrismith Logistics Hub as a vehicle for economic growth.

The FDC Study Report mentions a range of logistics initiatives that apart from the
direct employment and economic multiplier effects of the relevant modal
operations, also covers the value added development benefits that would follow.

The Study Report proposes that implementation of a “Way Forward” must be
premised by the “development of an overall Masterplan, which will require:

the definition of an overarching operational concept; ........ which ........
must incorporate road, rail, and sea modes of transportation as part of an
integrated plan.” “Individual elements of this plan will include .......... The
handling of freight within (....... aplanned ......... ) IDZ area”.

This approach is multidisciplinary in nature with the requirement for road, rail,
sea, and air cargo investigations to run parallel and, presupposes the
establishment of an industrial development zone (IDZ) with qualities attractive to
potential investors.

This form of approach is widely utilized in projects of this nature and in classical
research terms, would be correct. However, by its very nature the approach
requires quite substantial additional research, with significant stakeholder
networking and buy-in. Different government departments will be involved and
the process to reach consensus on all modal issues could be lengthy.

In terms of it's National Freight Logistics Strategy the Department of Transport
Pretoria has identified a logistics hub at Harrismith as becoming a key nodal point
on the Durban-Gauteng-Durban freight corridor as well as providing a logistic hub
gateway to the Free State and beyond. Implementation of this strategy would be
devolved to the Free State Department of Public Works, Roads and Transport
(FS:DPWRT).

Thus, while it is acknowledged that in its broader sense the FDC Study Report
has an exciting vision, the scope of implementation is very wide with no defined
time line. The total envisaged Masterplan as proposed in the output report
covers different transport modes and concepts, each controlled by different
national and provincial government departments.  Multimodal operational
implementation in the short term is highly unlikely due to the wide ranging
solicitation that will be required to reach consensus agreement on investment
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decisions. And in this respect the issues to be debated relate to freight transport
policy and strategy.

Accordingly, as part of it’s initiative to investigate the modal feasibility of providing
services for a logistics hub at Harrismith, the Department of Transport and the
FS:DPWRT commissioned TMT Projects (Pty) Ltd as an extension of the latter’s
Freight Transport Databank appointment, to undertake an initial scoping exercise
for such a facility. To widen it's resource capability for the extended project, TMT
sub-contracted the services of Ubuhle Capital (Pty) Ltd.
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AADTT
ABSA
AIDS
AsgiSA
ATM
AVUTUR
CBD

CTC

DBN

DC

DHD route
DOT Pretoria
FDC

FS:DPWRT
GDP

GGP

HGH route
HGV

HIV

IDC

ISO

ISP

ISR

JHB

JIHA

KV
KZN:DOT
N3TC
NATCOR
NDOT
NPA
P.G.D.S

LIST OF ACRONYMS

Annual Average Daily Truck Traffic
Amalgamated Banks of South Africa
Acquired Immunodeficiency Syndrome
Accelerated shared growth in South Africa
Auto teller machines

Aviation Turbine Fuel (kerosene)
Central Business District

Centralised Traffic Control

Durban

direct current
Durban-Harrismith-Durban
Department of Transport Pretoria

Free State Development Corporation
Free State Department of Public Works, Roads and
Transport

Growth Domestic Product

gross geographic product
Harrismith-Gauteng-Harrismith route

Heavy Goods Vehicle

Human Immuno Virus

Industrial Development Corporation
International Standards Organisation specification
Internet Service Provider
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Johannesburg

Johannesburg International Airport

kilo volts

KwaZulu Natal Department of Transport

N3 Toll Concession

Natal Corridor

National Department of Transport

National Ports Authority

Provincial Growth and Development Strategy
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p.a. - per annum

RIDP - Regional Industrial Development Programme
SANRAL - South African National Roads Agency Limited
SAPO - South African Ports Operations

SDF - Spatial Development Framework

TEUs - Twenty foot equivalent unit (6 metre container)
TLC - Transitional Local Council

U.S.A. - United States of America
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EXECUTIVE SUMMARY
1. Harrismith Hub Locality

Harrismith is situated in Free State province of South Africa, located
approximately 306 kms from Durban and 294 kms from Johannesburg and is
therefore at the mid-point of the N3 national road corridor between Durban and
Gauteng.

The town is also at the intersection of the N3 and the N5 national routes the latter
running 200 kms westwards, through Bethlehem to Winburg where it intersects
the N1 route to the Cape.

2. Harrismith Town & Population

The town of Harrismith was established in 1849 as a staging post on the old
Natal transport route with the hinterland, during the Kimberley diamond rush. A
railway line was constructed along this route from the then named Province of
Natal, reaching Harrismith in 1892. The town is located on the eastern boundary
of the Free State, with the country of Lesotho lying to it's south west.

Harrismith falls within the district municipality of Thabo Mofutsanyane, the district
municipal offices being situated at Phuthaditihaba about 47 kilometres from
Harrismith. The predominant language of the area is Sesotho, followed by Zulu,
although Afrikaans and English are also widely spoken. The total population of
Harrismith town and adjoining suburbs / townships is approximately 96,000. The
district municipality population is 725,939.

3. Economic Indicators

3.1 Free State Province

The Free State Province is centrally located in terms of the geographic
distribution of South Africa, and represents 10.6% of the total land area and 6%
of the national population of South Africa (Census 2001). It is estimated that
there is an economically active population of 1.09 million, within which there is
substantial unemployment, estimated at 38.9% in 2002. Overall gross
geographic product (GGP) for the province was estimated at R49.1bn in 2002,
resulting in an annual per capita income of R11, 854, significantly below the
national average of R17,164.

3.2 Harrismith
Community services are the most important economic sector in Harrismith,
contributing 38% of output. However, in contrast to the District profile,
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manufacturing is the second largest contributor at 20% of the total. The
wholesale and retail trade sector is also important at 16%. Transport and
communications at 4%, is the same as for the district.

4. Current Harrismith Industry

4.1 Industrial Locations
In addition to Harrismith town, industry is also located in two adjacent areas,
namely:

Hardustria - on the border of Harrismith Town, and
Industriqua - 10 km from Harrismith, bordering Tshiame.

4.2 Competitive Advantages
There is an active industrial sector in the town, assisted by initiatives from the
Free State Development Corporation and spin-off benefits from the Lesotho
Highlands Water Project. The competitive advantages possessed by Harrismith,
are as follows:
the availability of relatively low-cost labour;
a location on major road and rail transport routes, linking Gauteng with
KwaZulu-Natal and the Free State, and KwaZulu-Natal with the Free State
and the Cape;
A pleasant natural environment; and,
Harrismith is within a 350km radius of nearly 70% of South Africa's
economic activity.

4.3 Major Industries

Manufacturing and other industries that are currently operational in the greater
Harrismith area include the following:

Nestlé factory, producing milk powder and processed cheese, and
packaging other products;

Nouwens, a large carpet manufacturer;

Boxmore Plastics International, producing PET soft drink bottles;

A number of furniture manufacturers;

Other packaging companies;

A large galvanising and steel profile manufacturer;

A large abattoir and meat processing plant.

There is a wide range of service sector businesses that support the large scale
road transport activities of the town. These include engineering and automotive
workshops, trailer repair facilities, tyre and battery suppliers, and auto electrical
and component supply and repair facilities.
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4.4 Development Initiatives

Substantial development incentives which had funded the establishment of many
new industries in the Harrismith and Phuthaditjhaba areas during the 1980’s,
were withdrawn by the previous government in 1991, and a large number of
these factories closed. Many of the factories established during the era of
“decentralised area incentives” were not sustainable in the long term without
direct government funding support, and have not reopened.

Current government policy does not support the continued funding of
unsustainable business ventures and thus for improved levels of private sector
investment to materialise in the Harrismith area, will require another form of
government induced incentive. The South African Department of Transport (DOT
Pretoria) and the Free State Department of Public Works, Roads and Transport
(FS:DPWRT) have jointly identified the freight transport sector as having the
capability to again “kickstart” significant industrial development in the area.

4.5 Logistics Hub & Economic Development

Harrismith is situated on the busiest long haul freight transport corridor in South
Africa and Africa. The road route runs through the urban area of Harrismith, the
town being situated almost midway between Johannesburg the largest industrial
complex on the continent and Durban, the largest general cargo and container
port in Africa. There is an escalating public/ media demand to address truck road
safety on the N3 route (with at least one truck accident on the route per day) and,
a stated government aim to create a modal shift for freight from road to ralil
transport. Solutions to address both of these issues lie in the establishment of a
multimodal logistics hub at Harrismith. A self sustainable logistics hub, initially for
road and rail but thereafter incorporating the modes of pipeline and airfreight, is
achievable with very little government intervention. The most significant of the
required government interventions will be of a fiscal nature; namely,

a) relatively minor alterations to the Road Traffic Act in respect of Driver
Hours (a long time complaint of the Truck Drivers Union (Khula Mshayeli),
the public and road safety organisations), and

b) the improved application of traffic law enforcement along the length of the
N3 road route (which would be universally acceptable to the government
and public, the truck drivers, truck operators and owners).

The intention of the overall study of which this Initial Scoping Report describes
the practicality of the concept, is to explore these possibilities, detail feasible
options for implementation by means of cost-benefit analyses, identify required
infrastructural investment, and propose feasible sources of funding. The
intention is that the implementation process can be incremental, and the
necessary fiscal changes at a national level by DOT Pretoria are not regarded as
a potentially long term obstacle as is sometimes the case with interventions of
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this nature; as, the Free State DPWRT has already solicited the support of the
DOT for the concept of a logistics hub.

Therefore the establishment of a multimodal logistics hub for Harrismith as a
developmental catalyst for industry and job creation in the Harrismith area is
achievable in the short to medium term.

5. Local Road Infrastructure and Facilities

5.1 Road Infrastructure

The road infrastructure on the main routes to Harrismith is excellent as the N3
national toll route runs through the town. This corridor road route is controlled by
the South African National Roads Agency Limited [SANRAL] and is managed by
the toll concessionaire, N3TC. The N5 national route intersects with the N3 at
Harrismith, the upgrade of which is currently in progress. Further to the east of
the town the intersection of Murray Street with the N5 is also being upgraded.

The general road infrastructure within the town is in reasonable condition,
although there is evidence of high levels of wear along the route between the N3
to the north and the CBD. This is caused by trucks turning off at the foot of the
escarpment and entering the town from the north. This traffic then uses
McKechnie Street to rejoin the N3 to the east. Use of this routing needs to be
assessed and either improved infrastructure provided or, rerouting of the trucks
considered.

5.2 Truck Stops

Although the town has an informal truck parking problem, effective alternate
solutions to the random parking of vehicles have been developed in and around
the town. There are two designated commercial truck-stops on the N3 outside the
town each capable of parking around 80 trucks for any length of time, e.qg.
overnight, and, there are a few major service centres dedicated to the trucking
industry situated within the town’s urban area. Truck drivers also park-off for rest
periods at some of these service centres and at the larger fuel stations in the
town precinct, and on the N3. The truck stop facilities are well designed, spacious
and professional and enjoy the support and continued investment of the major
trucking companies.

5.3 Maintenance and Service Centres

The largest truck service centre has workshops into which several large fleets
check all vehicles on every trip, for a set inspection and any necessary repairs.
The service centre also provides breakdown service and washing facilities.

5.4 Distribution & Warehousing Potential
It is evident that Harrismith is already regarded as something of a hub for road
transport services with large numbers of vehicles moving through the area daily.
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It is however noteworthy that there are very few local companies engaged in road
haulage, underscoring the fact that the freight trucking industry utilising the N3
and N5 corridors is controlled mainly from Durban and Johannesburg.

Most of the worldwide fleet of containers transported on these trucking routes is
owned or leased by the shipping lines, and if the establishment of container
unpacking/packing depots in the Harrismith area can be demonstrated to provide
the potential for optimising full and empty container movements, there will be
support from the shipping lines. Such a development would significantly increase
the numbers of road transport vehicles stopping at a Harrismith logistics hub.

6. Road Freight Traffic
6.1 Road Freight on N3 [Durban-Gauteng Corridor ]

The estimated AADTT on this route, on the section passing Harrismith amounts
to approximately 3016 vehicles per day. The estimated annual tonnage of cargo
being conveyed on this section of the N3 route is about 27.4 million tons per
year, with over 80% of the vehicles being articulated and longer combination
vehicles.

Container traffic amounts to approximately 400,000 TEUs p.a. with 55%
northbound and 45% southbound.

6.2 Road Freight on N5 [Harrismith - Winburg Corrid  or]

The estimated AADTT on this route, on the section near Harrismith amounts to
approximately 960 vehicles per day. The estimated annual tonnage of cargo
being conveyed on this section of the N5 route is about 6.9 million tons per year,
with over 80% of the vehicles being articulated and longer combination vehicles.

Container traffic amounts to approximately 30,000 TEUs p.a. with 40%
eastbound and 60% westbound.

7. Rail and Intermodal Facilities

7.1 Railway Line

Harrismith is located on the Kroonstad — Bethlehem — Ladysmith main line. The
route is 333 km in length, with Harrismith being located 232 km east of Kroonstad
and 101 km west of Ladysmith.

The railway line between Kroonstad and Ladysmith is single track and electrified.
The section from Kroonstad to Harrismith is easily graded, but the section
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between Ladysmith and Harrismith traverses Van Reenen Pass, a 13 km
mountainous section of line.

Apart from through-traffic flowing between KwaZulu Natal, the Free State,
Gauteng and provinces to the west, feeder traffic originates from various branch
lines at Arlington, Bethlehem and Harrismith itself. This consists mainly of
agricultural grain traffic.

The track is in reasonable condition and adequate for present traffic levels.

7.2 Station Facilities

Harrismith station is no longer manned and the station building itself has been
leased to a private company not involved with transport. There are seven main
through-lines at the station, as well as one alongside the station platform.

A start has been made in dismantling the rail track in the yard and there is an
apparent intention to clear the track from the site. NB: A hold should be put on
these plans until the future of Harrismith as a potential major road/rail intermodal
logistics centre has been agreed by all stakeholders.

7.3 Intermodal Services
There are no effective road/rail inter-modal services in Harrismith at the present
time.

8. Pipeline Transport

Harrismith is on the existing refined products pipeline from Durban to Coalbrook
and will in all likelihood be on the planned new pipeline to be constructed along
the same route.

This offers potential for the creation of a distribution network for these products
into the region from a road-rail off-take point in or near the town.

9. Airfreight

At present, the air transport facilities at Harrismith are unsuitable for freight
movements and are generally in a poor state of repair and maintenance. As part
of a multimodal freight logistics hub at Harrismith, air cargo is likely to be a longer
term development.
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10. Logistics Hub Potential — Conclusions

10.1 Suitability of Harrismith

Harrismith’s  geographical situation almost exactly halfway between
Johannesburg and Durban on the busiest road freight corridor in South Africa,
make it an ideal site for a significant logistics hub development. Added to this
opportunity is the junction of the N5 road route with the N3 at Harrismith. The
challenge is to identify the specific activities that can be developed in Harrismith
to add value to the existing transport and logistics systems.

10.2 Road to Road Transfer Depots

The 600 kilometre road journey from Johannesburg to Durban requires an
approximate 11-12 hour truck journey. A survey of truck drivers undertaken last
year as a project for the KwaZulu Natal Department of Transport (KZN:DOT)
showed that most hauliers at present operate the route with one driver,
endeavouring to complete a return journey for the truck combination in 36 hours.

This is an unsafe practice which will continue unless stopped by law
enforcement. Labour legislation in this respect is not effective in the trucking
industry and these powers of enforcement need to be extended to traffic officers,
by means of a simple amendment to the Road Traffic Act.

If truck driver hours are implemented in terms of current Labour Legislation,
either two drivers would be required for the Jhb/Dbn/Jhb N3 corridor return road
trip or, one driver could drive halfway i.e., to Harrismith and the second driver
from Harrismith to Durban. Another option would be for one driver to drive the
load to Harrismith, drop the loaded trailer/s at a Harrismith depot, and collect
loaded trailers at the Harrismith depot that would have been dropped there by a
Durban based driver. Major benefits:

- Round trip should not take longer than 12 hours.

- Driver can sleep at home (Reduction in HIV).

- Truck tractor has one driver.

- Dramatically improved road safety for all road users.

The unimodal trailer transfer depots will be commercial operations, funded,
established, and operated by the private sector.

10.3 Road/Rail Intermodal Hub

Such a facility on a large scale could well be feasible practically and cost

effective, for a reasonable portion of the current cargo moving on the Durban-

Gauteng-Durban Corridor. A dedicated Durban-Harrismith-Durban (DHD) rall

service would open up the following opportunities:

- Reduce truck traffic on the DHD route which is currently the high accident
section of the N3 road route, thereby improving road safety.
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- Increase rail cargo on the DHD route, thereby improving rail economies of
scale on that section.

- Increase road truck traffic on the Harrismith-Gauteng-Harrismith (HGH) route,
the topography of which is far more ‘truck friendly”.

- Create a significantly sized rail/road depot facility and rail train servicing facility
in Harrismith, thereby boosting economic activity and creating rural jobs.

An initial cursory investigation into the existing railway infrastructure, indicates
that it has fairly substantial excess capacity and is in a reasonable condition. To
institute the concept of an intermodal cargo transfer depot at Harrismith, will only
require undertaking the maintenance backlog on the line and certain other
peripheral infrastructural upgrading; i.e., at a total cost that should be within
Spoornet’s budget capability.

It is considered that a combination of the driver hour legislation (which will
increase road operating costs to a degree) and rail cargo economies of scale, will
more than cover the cost of the intermodal transfer operation at Harrismith. This
is a substantial costing exercise that will require interactive workshopping
exercises with Spoornet.

Encouraging the carriage of this cargo by rail to Harrismith and there changing
mode to road would to a large extent, utilise existing road and rail infrastructure,
albeit marginally upgraded, and it is estimated will improve the Durban-Gauteng-
Durban logistic chain through-cost.

10.4 An Aircargo Facility

The FDC Way Forward Report suggests an “Air Cargo Platform” as a concept to
be considered to stimulate economic development in the Harrismith area. The
viability of such a concept would need to be interrogated and costed. Another
option for an air cargo service would be a transport corridor link with the already
proposed Welkom aircargo terminal.  After potential cargoes have been
identified, the options will be costed and preferred options identified.

10.5 Pipeline Cargo Distribution
As Harrismith lies on the main Durban-Gauteng pipeline route, an off-take point
at the town could create distribution opportunities.

11. Key Stakeholder Perceptions

Accelerated Shared Growth Initiative in South Afric a (AsgiSA) Office -
Deputy President Phumzile Mlambo Ngcuka:

The consultants introduced the hub project to the Deputy President and she
made her office available to assist with planning for the project and also advised
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us to engage certain stakeholders within government who are key to the success
of the Harrismith Logistics Hub project.

Department Of Transport Pretoria:

The Minister of Transport has been briefed on the project and the relevant
departmental officials are currently engaging with the Free State DPWRT.

Free State Provincial Administration:

As part of the economic development plan of the Free State Development
Corporation, a number of successful manufacturing and processing projects have
been initiated in the Harrismith and QwaQwa areas falling within the Maluti-A-
Phofung District Municipality, based in Phuthaditjhaba.

A potential project identified as part of this process is the development of a
multimodal logistics hub at Harrismith, to capatilise on the large volumes of road
corridor traffic moving through Harrismith daily.

Spoornet — Mr. S Gama Chief Executive Officer:

At a meeting with Mr Gama, the project concept was introduced and it's
requirements for success discussed. Major issues for a logistics hub would be
rail upgrades between Ladysmith and Harrismith, arranging for the bonding of
cargo at Harrismith, mobilizing an integrated government approach and the
provision of resources.

Transnet Group:

The consultants facilitation team has interacted with a number of Transnet Group
divisions including National Ports Authority, South African Port Operations and
Spoornet. They have varying views on the concept, from wholehearted support to
sceptical. Major challenges that they mentioned include competition from other
towns on the route that would also like to acquire development status as “a
logistics hub” on the Johannesburg-Durban corridor. Compared to Ladysmith,
Mooi River, Pietermaritzburg and Cato Ridge, which are towns that have
considered a logistic hub as a development concept, Harrismith’s rail
infrastructure facilities are relatively poor and, will need upgrading.

The counter arguments in favour of Harrismith, include the fact that if it the hub is
to include a road/rail cargo transfer facility, it is not normally economical for rail if
the haulage distance is less than 300 km. Harrismith situated almost 300km from
both Johannesburg and Durban, is at an economical operating distance from
Durban to enjoy the substantial economies of scale of rail transport over road.
Also between Harrismith and Durban considering the hilly topography, increased
use of rail transport would improve road safety on the N3 and N11 road routes.

Harrismith Logistics Hub Xiii February 2007
Initial Scoping Report



It is possible for road haulers to drive from Johannesburg to drop cargo in
Harrismith and return to Johannesburg in one day, and the road route between
Johannesburg and Harrismith being relatively flat and straight, is more suited to
road transport. Increased rail cargo market share on the Durban-Harrismith-
Durban leg of the corridor will also utilise available rail capacity in/out of the port
(currently approx. 50% underutilised), and, relieve road congestion at the port
which is reaching crisis proportions.

(Such a road-rail-road cargo transfer logistics hub will not significantly prejudice
the current Durban-Johannesburg-Durban container train service offered by
Spoornet, as between 25% and 30% of the corridor cargo has a wide geographic
collection/delivery spread across Gauteng, which cargo is likely to continue using
road transport. This would be the initial cargo market of the Harrismith road-rail-
road cargo transfer facility).

Road Freight Association Chairperson — Ms T Mgoduso

Ms Mgoduso mentioned that her association would support the establishment a
Logistics Hub in Harrismith.

Funding Organisations:

The consultants have canvassed the views of the Industrial Development
Corporation, Absa Bank and Sanlam who are all keen to consider funding
proposals for the Harrismith Hub. They are also willing to consider contributing to
funding the feasibility study of the hub.

12. Stakeholder Management Process

Stakeholder coverage to date has concentrated on the major institutional
structures. Once the institutional relationships, responsibilities and funding
issues have been clarified, it will be necessary to engage with authorities and the
private sector at local level.

Considering the views expressed in this report and the studies done on critical
success factors for the Harrismith Logistics Hub, it became clear that 3 critical
factors need to be considered:
o Stakeholder mobilization and inputs into the planning
process.
o A defined, integrated phased implementation plan.
o Appropriate financial resources, as a project of this nature
cannot be undertaken in a piecemeal fashion.
o On-going marketing of the concept with all relevant
stakeholders to achieve unified buy-in.
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13. Way Forward:

13.1 Institutional Responsibility:
As the transportation development of Harrismith Hub falls within the
mandate of the Free State Department of Public Works, Roads and
Transport, the delineation between the roles of the FDC and the latter
department needs to be clarified.

13.2 Modal Research:

Status Quo — This initial scoping project report details the present situation
in respect of facilities and cargo flows by road and rail.

Road to Road Transfer Depots — An extensive market research exercise
canvassing cargo owners and hauliers at the terminal points of the N3, the
N5 and also including the secondary and more minor corridors serviced by
the these routes, needs to be undertaken to establish the potential demand
for such facilities at Harrismith.

Road to Rail / Rail to Road Transfer Depots —  Optional proposals will
have to be workshopped with Spoornet. Required additional infrastructure
will have to be costed and a cost benefit analysis done for each operational
option. Considering Transnet's legislative entrenched responsibility for
railways, an on-going facilitation programme will be required to maintain a
suitable level of support and momentum within the Transnet Group for the
concept.

Pipeline and Aircargo Opportunities —  Await outcome of the road to road
and road to rail cargo transfer depot studies before pursuing.

13.3 Regulatory Framework: The required regulatory changes will have to be
negotiated and drafted and an appropriate facilitation process instituted to
ensure timeous implementation.

13.4 Additional Project Scope: The overall project should consider the
following:

- The project scope per mode should include concept designs with
indicated costs for cargo and infrastructure facilities.

- An economic impact analysis for the Harrismith area.

- Additional potential cargo generator projects, including IDZ and inland
port (customs) feasibility; although these issues could be regarded as
peripheral to the immediate potential of road and rail cargo transfer
depots.
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13.5 Project Commencement and Management: Most of the above work
streams could run simultaneously and indeed, some are complementary.
Once the project budget has been agreed, work can commence.

A project steering committee should meet monthly with the consultants to
monitor project progress. For the sake of expediency, steering committee
numbers should be limited.
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HARRISMITH LOGISTICS HUB

Initial Scoping Project Report

1. OVERVIEW OF THE CURRENT SITUATION

Harrismith is situated in Free State province of South Africa, located
approximately 306 kms from Durban and 294 kms from Johannesburg and is
therefore at the mid-point of the N3 national road corridor between Durban and
Gauteng.

The town is also at the intersection of the N3 and the N5 national routes the latter
running 200 kms westwards, through Bethlehem to Winburg where it intersects
the N1 route to the Cape. Traffic between Durban and Cape Town as well as
traffic between Durban and the western and north-western areas of South Africa
and adjoining countries, utilises this route.

The N5 corridor also provides a natural transportation corridor to the eastern
seaboard for traffic from the industrial areas of Free State such as Bloemfontein,
Welkom and Bothaville areas, and Lesotho, all of which are within approximately
300 kms of Harrismith. The current traffic and cargo flows on these major
corridors are described in later sections of this report.

The N3 road corridor is the busiest freight transport route in South Africa,
carrying about 27 million tons per annum on the section through Harrismith. The
freight flows vary at points along the corridor and the actual situation regarding
tons and commodities being transported by road at Harrismith, is described in
this report.

Due to the very high levels of road freight transport activity on the national routes
through the town, there has been extensive development of facilities to provide
services required by trucking companies and their staff. There has also been the
parallel development of facilities for tourists and the motoring public in transit.

Free State is very well supplied with rail infrastructure, and Harrismith has a
direct electrified 1:50 graded line that connects to the NATCOR mainline at the
Danskraal [Ladysmith] junction. To the west, the line from Harrismith connects
into the Free State and Cape rail systems. The rail infrastructure and freight
operations are described in later sections of this report.

Harrismith is on the main refined products pipeline between Sasolburg and
Durban and, could possibly provide an expanded bulk off-take petroleum
distribution centre for petroleum product distribution for Harrismith and
surrounding areas.
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Current industrial output in the immediate vicinity of Harrismith is limited to about
10 main industries, as discussed in a later chapter of this report.

The present local processing of agricultural goods is limited, but there is potential
for some development of fruit, horticulture, agri-processing and other light
industry.

During the 1980s several schemes were initiated in terms of the Industrial
Decentralisation strategy of the government at that time, which had a fair amount
of success in terms of attracting businesses to the area and the creation of
employment. The main developments near Harrismith included the "Industriqua”
industrial area located about 10 kms to the west of the town on the N5 road to
Bethlehem and, the creation of an industrial area in the QwaQwa area at
Phuthaditjhaba. Following withdrawal in the 1990’s of the transport and relocation
incentives and subsidies of this decentralisation programme, most of the
businesses established under the scheme relocated closer to the larger urban
areas or closed down, leaving very extensive infrastructure uninhabited, apart
from some businesses that were sufficiently viable to keep operating. The current
industrial activities are described in later sections of this report and a brief outline
of the economic situation in Free State and Thabo Mofutsanyane [Harrismith]
District is also provided.
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2. CURRENT SPATIAL DISTRIBUTION OF INDUSTRIES AND S ERVICES

The general location of Harrismith and the road and rail linkages are shown in
Map 1 below.

Map 1 — The location of Harrismith and Transport Ro  utes
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The general geographic relationship between Harrismith and the N3 and N5
national roads is shown in Map 1.

Industriqua-Tshiame is 10 kms to the west of Harrismith and Phuthaditjhaba is
approximately 47 kms to the south-west, on the R712 that intersects the R74 a
little way out of the town. Bethlehem is 86 kms to the west of Harrismith on the
N5 national route.
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Harrismith Town

The layout of the town of Harrismith is such that the industrial areas to the south
and to the east [adjacent to the N3] are separated from the residential areas and
the CBD and commercial centre, with good access from the N3 and N5 national
routes. Current heavy goods vehicle (HGV) traffic does use a transit route
through the lower end of the town but if required in the future, this could be
controlled.

There is at present, extensive upgrading in progress to widen and improve the
intersection of the N3 and N5 road routes to the east of the town, as described in
the section of this report on road infrastructure.

The traffic on the main freight routes through the town is discussed in later
sections of the report.

The rail mainline enters the town from the east and passes along the southern
edge of Hardustria and then through the lower CBD. The line proceeds
westwards to Bethlehem with a spur line from Rivierdraai to Industriqua.

The general layout of the town of Harrismith is shown in Map 2 below.
Please refer to Annexure A for a more detailed town plan map.
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Map 2 - Harrismith Town Plan
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In the areas that are designated by “hatched lines” in Map 2, there are extensive
areas of reasonably level land adjacent to the town that are suitable for
development of industrial premises, terminals and service industries.

Spatial Development Framework

The current spatial layout of the different areas in and around Harrismith is
shown in Map 3. Please refer to Annexure B for a more detailed Spatial
Framework map.

Current planning has provided for some residential areas in the yellow zone
adjacent to Hardustria but the spatial requirements for future potential industrial,
terminal and logistics centre developments appear to indicate that it will be
prudent for this area not to be dedicated to housing. The ability to develop an
integrated logistics hub will be negatively affected if the component areas are
artificially separated by land zoned for various other purposes.

Currently proposed developments of further road transport service centres and
tourist related facilities will see over R200 million of investment by private sector
entrepreneurs over the next few years.
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Map 3 - Spatial Development Framework for Harrismit  h
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3. ECONOMIC SITUATION

In this section a profile of the economic situation in the Harrismith areas is
provided, with the description divided into three sections. The first section
provides a brief context of the Free State economy, followed by a second section
giving some information on the Thabo Mofutsanyane District, into which
Harrismith falls. Against this contextual background, in the third section, the
economic profile of Harrismith town is presented.

Data for Harrismith is difficult to obtain and the information readily available is
dated. However, the profile below has been sourced through a variety of
publications and should give a basic overview of the town. Due to the dated
nature of the information the profile is mainly descriptive as actual numbers and
values obtained are unlikely to still be entirely accurate, i.e., the town has grown
since the 2001 census. During the course of the rollout of this study, where
relevant, these statistics will be updated.

3.1  Free State Province

The Free State Province is centrally located in terms of the geographic
distribution of South Africa, and represents 10.6% of the total land area and 6%
of the national population of South Africa (Census 2001). It is estimated that
there is an economically active population of 1.09 million, within which there is
substantial unemployment, estimated at 38.9% in 2002. Overall gross
geographic product (GGP) for the province was estimated at R49.1bn in 2002,
resulting in an annual per capita income of R11, 854, significantly below the
national average of R17,164.

Services have increased in importance to become the dominant sectors in terms
of GGP, while the traditionally important sectors of manufacturing and mining
have been declining. Community services and agriculture are the largest
employers in the Free State.

The incidence of HIV & AIDS is the second highest in the country, with the
proportion of women attending antenatal clinics being HIV positive reaching
30.1% in 2004.

Table 1 gives a broad overview of the socio-economic profile of the Free State.
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Table 1 Socio-economic Profile, Free State

Land area

Population (2002)

Population growtlper annum(1996-2001)
Population growth estimated 2001-06
Economically active population
Functional literacy

HDI (2002)

People living in poverty (2002)
Annualper capitaincome

Unemployment (2002)

Equitable share in national budget allocation (+*29®2)
Urbanisation level (2002)

GGP 2002

129,480 Km
2.95 mill.
1,12%

0.72%
1.09 mill.
69.2%
0.55
54.7%
R11,854
38.9%
6.8%
71.7%
R49.1 bill.

% of SA
10.6
6.
15

72.4
0.60

48.

69.
40.8

53.

4.9

1.
37|

18

Source: Government of the Free State: Provincial Growth and Development Strategy (PGDS) (2005-2014).

May 2005

Table 2 gives a broad overview of the socio-economic profile of the Free State.

Table 2 GGP and Employment by Economic Sector, 1990 to 2002
Main Sectors GGP Employment
1990 2002 1996 2002
Agriculture 9.2 9.2 18.2 20.1
Mining 215 14.6 19.5 9.7
Manufacturing 18.7 15.6 7.8 6.9
Electricity. water 5.3 3.6 1.8 1.8
Construction 2.6 2.1 2.3 2.2
Trade 10.4 10.0 9.2 10.6
Transport, communication 5.8 6.4 4.1 3.7
Finance 7.1 10.3 3.9 5.0
Community services 19.4 28.2 17.6 24.7
Total 100.0 100.0 84.4* 84.7*

Source: Government of the Free State: Provincial Growth and Development Strategy (PGDS) (2005-2014).

May 2005
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Due to its geographically central position, the Free State is relatively well
serviced with infrastructure. It has the main N1 (Gauteng-Cape), N3 (Gauteng-
KwaZulu-Natal) and N8 (Bloemfontein-Maseru) roads passing through it, as well
as the main railway lines from East London, the Cape to Gauteng, and Durban to
Bloemfontein.

The FSDP progress report (2004) estimates that 41% of all roads in the province
are in a fairly to very good condition and 59% are in a poor condition (2004).
Industrial activities are concentrated in three centres, viz.,, Sasolburg,
Bloemfontein/Botshabelo and Harrismith/QwaQwa, and mining in the Welkom,
Virginia and Odendaalsrus complex.

3.2  Thabo Mofutsanyane District

The Province is divided into five administrative (municipal) districts and
Harrismith falls into the Thabo Mofutsanyane District which forms the eastern
part of the province, bordering Lesotho and KwaZulu-Natal. In addition to being
one of the three centres of industrial concentration in the Free State, the district is
an important tourism destination, because of the proximity of the Drakensberg
and Maluti mountain ranges. The most famous local tourist attraction is the
Golden Gate Highland National Park.

Agriculture and community services form the basis of the economy, each
contributing at least 30% of total GGP for the district. However, Global Insight
data for 2002 suggests that community services have become significantly more
important while that of agriculture has substantially declined.
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Figure 1 Thabo Mofutsanyane District Gross Geograph  ic Product [GGP]
by Sector
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As would be expected, agriculture is the largest employer in the district, with
Global Insight data estimating this to be just above 30%. Global Insight estimates
that the district had a net loss of 1,000 jobs between 1996-2002. The largest loss
was in manufacturing (2,800), which was partly compensated by community
services generating the most new employment (5,000). Census 2001 estimated
that around 130,000 people were employed in the district while a further 119,000
people remained unemployed, yielding an unemployment rate of almost 48%.

Figure 2 District Employment by Sector
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3.3 Harrismith

The town of Harrismith was established in 1849 as a staging post on the old
Natal transport route with the hinterland, during the Kimberly diamond rush. A
railway line was constructed along this route from Natal the then named Province
of Natal, reaching Harrismith in 1892. The town is located on the eastern
boundary of the Free State, with the country of Lesotho lying to it's south west.

Harrismith falls within the district municipality of Thabo Mofutsanyane, the district
municipal offices being situated at Phuthaditjhaba about 47 kilometres from
Harrismith. The predominant language of the area is Sesotho, followed by Zulu,
although Afrikaans and English are also widely spoken. The total population of
Harrismith town and adjoining suburbs / townships is approximately 96,000. The
district municipality population is 725,939.

The population estimates for Harrismith vary across different sources. The
census data (www/statssa.gov.za), though it proves useful in providing statistics
on population at District and Local Municipality level, provides little statistical
information on population estimates for Harrismith. A study cited by the
Department of Provincial and Local Government provides that there are two
estimates of the Harrismith population: 43 480 (Duncan, interview, 1998;
Holzhausen, 1998) and 96 000 (Harrismith website). A search through other
websites indicated that the 96 000 maybe the correct estimate (Dorea ISP, 1998-
1999; City Population, 2001). Therefore it can be concluded that the population
of Harrismith is approximately 96 000, with the majority of it's population living in
Intabazwe and Tshiame (surrounding suburbs).

Breakdown of the local economy

Community services are the most important economic sector in Harrismith,
contributing 38% of output. However, in contrast to the District profile,
manufacturing is the second largest contributor at 20% of the total. The
wholesale and retail trade sector is also important at 16%.
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Figure 3 Share of Economic Sectors in Harrismith GG~ P
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Unemployment is a severe problem in the town, being estimated at around 57%
in the 2001 census. This holds the implication that about 50,000 people were in
employment at that time, and this may have reduced further due to business
closures

Agriculture

The main agricultural outputs from the Harrismith region are red meat, wool, milk,
and a diversity of crops including maize, potatoes, wheat, apples and vegetables.
Much of the agricultural output is destined for export markets. The area has a
good reputation as a horse breeding location and there is some diversification to
Angora and Boer goats.

Professionals
A number of professional people live in Harrismith. They include consulting
engineers, quantity surveyors, architects, and financial professionals.

Residential Areas
Harrismith is divided into the following residential areas:
- Harrismith town - comprising the town central business district, around

which the original residential area grew;
Ntabazwe Township - the oldest “township” as such, 5km from Harrismith
town;
Tshiame - approximately 13km from Harrismith town: a newer township
initially created as part the QwaQwa homeland.
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3.4. Industrial Development in Harrismith

The establishment of the adjacent former homeland, QwaQwa during the 1970’s,
in combination with various apartheid-era spatial industrial policies, led to the
Harrismith area being declared a “decentralised area” for development purposes
and becoming one of the more successful manufacturing locations in the Free
State. However, as would be expected, the removal of the national industrial
incentives in 1991 had a disastrous impact on industry, with Harrismith shedding
over a third of its formally employed workforce during the late 1980s and 1990s.
Most of these jobs were lost in the manufacturing and transport sectors. The
decline of the town was also influenced by the political demise of the QwaQwa
homeland as many of the employees in QwaQwa had resided in Harrismith.

Despite this sharp contraction there is still an active industrial sector in the town,
assisted by initiatives from the Free State Development Corporation and spin-off
benefits from the Lesotho Highlands Water Project. The success of the remaining
businesses is built on the competitive advantages possessed by Harrismith, such
as

the availability of relatively low-cost labour;

a location on major road and rail transport routes, linking Gauteng with

KwaZulu-Natal and the Free State, and KwaZulu-Natal with the Free State

and the Cape;

A pleasant natural environment; and,

Harrismith is within a 350km radius of nearly 70% of South Africa's

economic activity.

In addition to Harrismith town, industry is also located in two adjacent areas,
namely:

Hardustria - on the border of Harrismith Town, and
Industriqua - 10 km from Harrismith, bordering Tshiame.

Hardustria is the original industrial area of Harrismith and is administered by the
Transitional Local Council (TLC). There are also industrial concerns on the
southern side of Harrismith. A number of factories are located in these areas,
including Nouwens Carpets, Nestlé and some engineering concerns. Nouwens
and Nestlé are the largest manufacturing employers at present in the Harrismith
area.

The nature of the industries located in these areas was such that the clothing,
furniture, shoe and similar factories in both Harrismith and Phuthaditjaba created
few backward and forward linkages. A major textile concern located in this area,
Frame Textiles, was closed in 1989, resulting in the loss of 1,200 jobs. This,
together with the closure of a plastics factory around the same time, resulted in
massive unemployment and severe hardship for workers, particularly in
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Ntabazwe. Disinvestment continued through the early 1990s with companies
such as Federated Timbers, Frazer's and Score Supermarket all leaving (Source:
Hunter, 1993).

The Industriqua industrial area was established in Tshiame in 1988 to relieve
some of the development pressure on the former capital of the QwaQwa
homeland, Phuthaditjhaba. It was deliberately developed as an industrial node
and with incentives offered in terms of the 1991 RIDP; it was always seen as a
more favourable location than Phuthaditjhaba's industrial area. The 1991
industrial incentives offered in Industriqwa provided a five-year tax holiday which
included an establishment grant over the first two years and a performance grant
for the following three. The former QwaQwa Development Corporation,
subsequently Highlands Development, developed factories for industrialists and
marketed the area as 'the hub of South Africa’. However, growth achieved in the
early 1990s was not sustained, and Industrigwa has experienced decline since
1994. Consequently, many factories stand vacant, despite attempts by both the
Harrismith TLC and the Free State Development Corporation (FDC) to promote
and attract new industries. Factories in Industrigwa include clothing, furniture,
footwear, and metal fabrication. The FDC currently administers the area, owns
the land and pays rates and service fees to the Harrismith TLC, which derives
considerable income from this source.

Manufacturing and other industries that are currently operational in the greater
Harrismith area described above, include the following:

Nestlé factory, producing milk powder and processed cheese, and
packaging other products;

Nouwens, a large carpet manufacturer;

Boxmore Plastics International, producing PET soft drink bottles;

A number of furniture manufacturers;

Other packaging companies;

A large galvanising and steel profile manufacturer;

A large abattoir and meat processing plant.

A wide range of service sector business that support the large scale road
transport activities of the town. These include engineering and automotive
workshops, trailer repair facilities, tyre and battery suppliers, and auto
electrical and component supply and repair facilities.

3.5 Industrial Development Prospects:

As stated, the industrial development incentives that were granted to the
Harrismith area during the 1980’'s were a government led intervention that
effectively created a significant number of new factories and assembly plants for
the area, with attendant support services. Thousands of jobs were created in the
process and a significant skills base was developed. But the government funded
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incentives were essential for the survival of a large percentage of these newly
created businesses, as within a few years of the incentives first being reduced
and finally in 1991, withdrawn, they closed. The FDC more recently has provided
support mechanisms for establishing or expanding local businesses, but their
policy is to initially support sustainable business enterprises, which are expected
to become profitable and self funding. Many of the factories established during
the era of “decentralised area incentives” were not sustainable in the long term
without direct government funding support, and have not reopened.

Hence, government intervention some 20 to 30 years ago, showed that by means
of direct funding incentives it was possible to create large scale private sector
investment and thousands of jobs for the local community. Current government
policy does not support the continued funding of unsustainable business ventures
and thus for improved levels of private sector investment to materialise in the
Harrismith area, will require another form of government induced incentive. The
South African Department of Transport (DOT Pretoria) and the Free State
Department of Public Works, Roads and Transport (FS:DPWRT) have jointly
identified the freight transport sector as having the capability to again “kickstart”
significant industrial development in the area. Harrismith is situated on the
busiest long haul freight transport corridor in South Africa and Africa. The road
route runs through the urban area of Harrismith, the town being situated almost
midway between Johannesburg the largest industrial complex on the continent
and Durban, the largest general cargo and container port in Africa. There is an
escalating public/ media demand to address truck road safety on the N3 route
(with at least one truck accident on the route per day) and, a stated government
aim to create a modal shift for freight from road to rail transport. Solutions to
address both of these issues lie in the establishment of a multimodal logistics hub
at Harrismith. A self sustainable logistics hub, initially for road and rail but
thereafter incorporating the modes of pipeline and airfreight, is achievable with
very little government intervention. The most significant of the required
government interventions will be of a fiscal nature; namely,

c) relatively minor alterations to the Road Traffic Act in respect of Driver
Hours (a long time complaint of the Truck Drivers Union (Khula Mshayeli),
the public and road safety organisations), and

d) the improved application of traffic law enforcement along the length of the
N3 road route (which would be universally acceptable to the government
and public, the truck drivers, truck operators and owners).

The intention of this study is to explore these possibilities, detail feasible options
for implementation by means of cost-benefit analyses that identifies required
infrastructural investment, and propose feasible sources of funding. The
intention is that the implementation process can be incremental, but immediate
fiscal changes at a national level by DOT Pretoria are not regarded as a
potentially long term obstacle, as is sometimes the case with interventions of this
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nature, as the Free State DPWRT has already solicited the support of the DOT
for the concept of a logistics hub.

The establishment of a multimodal logistics hub for Harrismith as a
developmental catalyst for industry and job creation in the Harrismith area, is
achievable in the short to medium term.
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Factories operating and vacant in Harrismith
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Extensions to large Nestle factory in Harrismith

Carpet Factory
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Large galvanising and steplant kms to the west of Harrismith
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Phuthaditjhaba

Industrial area Phuthaditjhaba
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Part of residential area at Phuthaditjhaba 47 kms from Harrismith
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4. ROAD TRANSPORT RELATED SERVICE INDUSTRIES

4.1 Informal Parking

As the mid point between Gauteng and the coast, Harrismith is a favourite
stopping point for long-distance drivers. It is a matter of some concern to the
municipal authorities that there is a high level of undisciplined parking of large
vehicles at various points around the town, and this situation needs to be better
managed by the provincial and municipal traffic police. An analysis is required of
the present traffic policing capability to enforce compliance with safe parking
practice.

There are numbers of vehicles continually parked in all the areas where food and
drinks are sold, as well as in the more industrial areas where automotive services
and fuel facilities are located. Examples are shown in the photographs below.

It is significant that the vehicles that park randomly around the town tend to be
those operated by smaller fleets, owner operators and vehicles in transit, i.e.,
those that have no intention of stopping for longer than it takes to buy their
necessities.

The trade produced by these parked vehicles is however welcomed by the
traders in the town and, restrictions on parking would have to consider any
negative impact on the trading community.

Apart from road safety within the Harrismith town area, random parking also
causes pavement destruction, an accelerated destruction of road surfaces
unsuited to heavy vehicles, and causes pollution.

4.2 Truck Stops and Service Centres

Although the town has an informal truck parking problem, effective alternate
solutions to the random parking of vehicles have been developed in and around
the town. There are two designated commercial truck-stops on the N3 outside the
town each capable of parking around 80 trucks for any length of time, e.qg.
overnight, and, there are a few major service centres dedicated to the trucking
industry situated within the town’s urban area. Truck drivers also park-off for rest
periods at some of these service centres and at the larger fuel stations in the
town precinct, and on the N3. These facilities are well designed, spacious and
professional and enjoy the support and continued investment of the major
trucking companies.

From discussions with local businessmen in Harrismith it is clear that the town
community has recognised the developmental potential that the trucking industry
offers for the town, and there are plans to expand the currently available 250
overnight parking bay facilities to 350 parking bays, with additional facilities for
drivers.
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4.3 Accommodation and Catering

There are currently several establishments that provide comfortable driver
accommodation, some of it on permanent rental to trucking companies, and it is
planned to increase these facilities to match the increasing size of the service
centres.

Medium size truck stop on N3 to the north of Harrismith [+/- 50 trucks]
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Views of large truck stop and service centre in Harrismith providing fuelling, service and
maintenance, ablutions, accommodation and recreation for drivers [+/- 250 trucks per night]
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Driver rest rooms, overnight accommodation, ablution facilities and services such
as ATMs and telephones all improve the chances that drivers will be less fatigued
and safer on the road.

4.4 Maintenance and Engineering services

The largest truck service centre [illustrated below] has workshops into which
several large fleets check all vehicles, on every trip, for a set inspection and any
necessary repairs. A 22 point check schedule ensures that vehicle condition is
100% before proceeding. The service centre also provides breakdown service
and washing facilities.
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5. ROAD INFRASTRUCTURE & CAPACITY

5.1 Road Infrastructure

The road infrastructure on the main routes to Harrismith is excellent as the N3
national toll route runs through the town. This corridor road route is controlled by
the South African National Roads Agency Limited [SANRAL] and is managed by
the toll concessionaire, N3TC.

The road is generally a four lane undivided bi-directional freeway with adequate
capacity for the current traffic levels in the vicinity of Harrismith.

The N5 national route intersects with the N3 at Harrismith. In the past the
intersection has been problematic for the municipality due to the need for heavy
vehicles to enter the town in order to make their way from the N3 onto the N5.

The upgrade to the intersection of the N3 and the N5 that is currently in progress,
will eliminate this problem and provide a direct connecting route that effectively
bypasses the town streets. As shown in the photographs below the new double
carriageway of the N5 will join the N3 via an underpass to the east of the town.
The new alignment will permit better access to the Hardustria industrial area and
truck service centres, without the need to enter the CBD.

Further to the east of the town the intersection of Murray Street with the N5 is
also being upgraded, as shown in the photographs. It is to be presumed that the
single carriageway bridge over the Wilge River will be doubled when funding
permits.

The general road infrastructure within the town is in reasonable condition,
although there is evidence of high levels of wear along the route between the N3
to the north and the CBD. This is caused by trucks turning off at the foot of the
escarpment and entering the town from the north, using Boshoff and McKechnie
Streets to reach the fast food and fuel outlets at the lower end of town. This traffic
then uses McKechnie Street to rejoin the N3 to the east. Use of this routing
needs to be assessed and either improved infrastructure provided or, rerouting of
the trucks considered.
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Road works on N5 to west of Harrismith

Widening N5 - to provide direct link to N3 at Harrismith

New 2 lane road to the east of Harrismith CBD to provide direct access via underpass onto N3
south-bound

Harrismith Logistics Hub 26 February 2007
Initial Scoping Report



5.2  Capacity & Traffic Planning

With the existing designated road freight transport park-off areas/truck stops,
catering and accommodation facilities, truck servicing centres and cargo
storage/transfer depots, Harrismith has already developed into a town with
significant trucking facilities. However, it is clear that although road infrastructure
is being upgraded, better traffic planning is required to manage the truck traffic
that frequents the town’s road system. Designated truck routes will need to be
considered and where necessary, those routes upgraded to handle the 22 metre
56 ton interlink vehicle safely.

If the recommendations of this interim report to improve the logistics facilities at
Harrismith to those of “Logistic Hub” status are implemented, the volume of
trucking utilising the town’s road system will rise dramatically; whether the initial
facilities to be created are road to road cargo transfer or, road to rail. The spatial
planning of the proposed logistics hub facilities will therefore be a critical
requirement, to facilitate traffic flow planning and the requisite road infrastructure
capacity. Road infrastructure is an integral part of any logistic hub and provision
will have to be made for the funding thereof.
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6. DISTRIBUTION AND WAREHOUSING

6.1 Road Transport Services

It is evident that Harrismith is already regarded as something of a hub for road
transport services with large numbers of vehicles moving through the area daily.
It is however noteworthy that there are very few local companies engaged in road
haulage, underscoring the fact that the freight trucking industry utilising the N3
and N5 corridors is controlled mainly from Durban and Johannesburg.

For road [and rail] haulage of containers the control is largely vested in the
shipping lines, container operators and their selected freight forwarders. Most of
the worldwide fleet of containers is owned or leased by the shipping lines. As the
owners of the containers they operate their leases and rentals to maximise their
shipping revenues and to reduce their container movement costs. Their aim is to
minimise empty container haulage and where possible, improve equipment
turnaround to increase daily utilisation.

If the establishment of container unpacking/packing depots in the Harrismith area
can be demonstrated to provide the potential for optimising full and empty
container movements, there will be support from the shipping lines. Such a
development would significantly increase the numbers of road transport vehicles
stopping at a Harrismith logistics hub.

6.2. Distribution Centres

There are already some distribution centres in the Harrismith Industriqua area
that are providing consolidation and distribution services to major national clients
in Gauteng and other areas.

These operations provide the warehousing and load consolidations to permit long
distance delivery vehicles to turn at their premises, and leave with reloads of
other products.

The scope of some of these operations is illustrated in the photographs below.
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Large Distribution Centre in Industriqua

Warehousing and Distribution Centre

Distribution Fleet
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7. INTER-MODAL FACILITIES

As noted in the rail section of this report, there are no effective inter-modal
facilities in Harrismith at the present time.

The only reported inter-modal operations in the area involve the rail transport of
polyethylene raw materials for a plastic packaging manufacturer from Western
Cape to Bethlehem, from which containers are hauled by road to Industriqua.

It is believed that the railways do not consider the option of relocating a container
crane from Bethlehem to Harrismith or Industriqua as viable, in spite of the
unused rail yards at both locations.

It is reported that there is a container train running three to four days a week from
Sasolburg via Harrismith to Durban.
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8. CURRENT ROAD FREIGHT OPERATIONS

Current road transport operations on the main N3 and N5 national routes at
Harrismith, have been analysed to establish the levels of traffic, approximate

tonnage and the major commodity groups being transported.

The analysis has been confined to the N3 national route from Harrismith and

Warden and the N5 route between Harrismith and Bethlehem.

8.1 Road Freight on N3 [Durban-Gauteng Corridor ]

The estimated AADTT on this route, on the section passing Harrismith amounts
to approximately 3016 vehicles per day. There are major peaks in the flow
pattern in both directions at approximately 0700 each day. Approximately
1,100,000 heavy goods vehicles per annum (p.a.) pass Harrismith on this route.

Freight Vehicle Traffic Flow by Direction [24 Hours
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The estimated annual tonnage of cargo being conveyed on this section of the N3
route is about 27.4 million tons per year, with over 80% of the vehicles being

articulated and longer combination vehicles.

Container traffic amounts to approximately 400,000 TEUs p.a. with 55%

northbound and 45% southbound.
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The main commodity groups being transported on the corridor are shown below.

Commodity Proportions — N3

Commodity Proportions, by

Vehicle Numbers and

Estimated Tonnage

By Vehicle (%) By Tonnage (%)
Code Vehicle Commodity North South North South
A Agricultural Products | 0.2 0.1 0.3 0.1
B Bags/Sacks 0.8 0.4 0.9 0.4
C Cement/Coal 0.2 0.1 0.2 0.1
D Drinks/Beverages 0.1 0.1 0.1 0.1
E Empty 4.4 1.9 0.0 0.0
F Fuels 5.7 6.3 6.1 6.7
I Iron/Steel 2.3 1.1 2.1 1.2
K Chemicals 2.8 2.5 3.1 2.6
L Livestock 1.0 0.3 1.0 0.3
M Machinery/Vehicles 3.1 7.9 2.7 7.0
O Other 27.6 29.4 28.9 29.8
P Perishables 3.9 6.4 3.6 5.9
R Rock/Stones/Ores 2.3 0.4 2.4 0.4
S Sail/Tarpaulin 24.4 26.7 26.4 28.6
T Container 21.2 15.8 22.0 16.2
W Wood/Timber/Lumber | 0.2 0.6 0.2 0.6
X People 0.0 0.1 0.0 0.0
100.0 100.0 100.0 100.0

In respect of this analysis the vehicles and cargoes were categorised visually
over a sample 24 hour period, hence as shown in the above table, approximately
50% of cargoes could not be identified as they were covered or enclosed. Of the
identifiable cargoes, fuels and chemicals amount to about 6% and 3%
respectively of the tonnage on this corridor, and perishables amount to 4-6%.

8.2 Road Freight on N5 [Harrismith - Winburg Corrid

The estimated AADTT on this route, on the section near Harrismith amounts to
approximately 960 vehicles per day. There are major peaks in the flow pattern
in both directions at approximately 0700 each day. Approximately 315,000
vehicles p.a. pass Harrismith on this route.
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The estimated annual tonnage of cargo being conveyed on this section of the N5
route is about 6.9 million tons per year, with over 80% of the vehicles being
articulated and longer combination vehicles.

Container traffic amounts to approximately 30,000 TEUs p.a. with 40%
eastbound and 60% westbound.

The main commodity groups being transported on the corridor are shown below.
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Commodity Proportions — N5

Commodity Proportions,

Vehicle Numbers
Estimated Tonnage

by

and

By Vehicle (%)

Code Vehicle Commodity North South

A Agricultural Products | 0.0 0.4

B Bags/Sacks 0.0 0.0

C Cement/Coal 0.0 0.8

D Drinks/Beverages 0.0 0.0

E Empty 3.8 11.7

F Fuels 6.9 6.6

I Iron/Steel 0.3 1.9

K Chemicals 3.8 1.6

L Livestock 6.9 3.9

M Machinery/Vehicles 7.9 1.6

0 Other 24.7 37.7

P Perishables 6.5 1.9

R Rock/Stones/Ores 2.1 0.0

S Sail/Tarpaulin 31.6 24.1

T Container 4.5 7.8

W Wood/Timber/Lumber | 0.7 0.0

X People 0.3 0.0
100.0 100.0

0.0

By Tonnage (%)
North South
0.0 0.5
0.0 0.0
0.0 1.0
0.0 0.0
0.0 0.0
7.3 8.3
0.4 2.1
4.4 2.1
5.9 3.0
5.9 3.0
26.0 40.7
5.9 1.1
1.7 0.0
35.9 30.2
4.5 9.2
0.8 0.0
0.4 0.0
100.0 100.0

As shown in the above table, approximately 55% of cargoes can not be identified
as they are covered or enclosed. Of the identifiable cargoes, fuels and chemicals
amount to about 7% and 4% respectively of the tonnage on this corridor, and
perishables amount to 4-6%. Empty vehicles amount to about 12% in the
westbound direction and 4% to the east. Transport of livestock amounts to about
6% of vehicles on this route.

Harrismith Logistics Hub
Initial Scoping Report

34

February 2007




9. RAIL FREIGHT INFRASTRUCTURE AND OPERATIONS

9.1 Rail track status and capacity

Harrismith is located on the Kroonstad — Bethlehem — Ladysmith main line. The
route is 333 km in length, with Harrismith being located 232 km east of Kroonstad
and 101 km west of Ladysmith.

The railway line between Kroonstad and Ladysmith is single track, electrified at 3
kV DC, with signalling controlled by CTC (centralised traffic control) from
Ladysmith.

The section from Kroonstad to Harrismith is easily graded, but the section
between Ladysmith and Harrismith traverses Van Reenen Pass, a 13 km
mountainous section of line, where the railway climbs 269 metres from Brakwal
to Van Reenen on a 1 in 50 gradient which includes 10 tunnels, one of which is
part of a complete spiral within the escarpment — an engineering feat similar to
some railway lines in Switzerland. The present layout replaced the original route
opened in 1892, which had three reversing stations so that trains had to zig-zag
up the steep grade. This was eliminated in the 1930’s when the tunnel was
constructed and the line was electrified. The present route was opened in June
1961.

Apart from through traffic flowing between KwaZulu Natal, the Free State,
Gauteng and provinces to the west, feeder traffic originates from various branch
lines at Arlington, Bethlehem and Harrismith itself. This consists mainly of
agricultural grain traffic.

The track is in reasonable condition and adequate for present traffic levels. There
is presently a significant surplus of line capacity on the entire section, but if more
traffic is to flow over the Harrismith — Ladysmith portion of the line, it may be
necessary to make-up a backlog of line maintenance

It is also noteworthy that there is a 65 kilometre branchline from Harrismith to
Warden that is largely disused except for seasonal grain traffic. From Bethlehem
there is a rail line via Reitz to Balfour where it joins the Natcor main line. The gap
between the Reitz line and the Warden line is approximately 70 kilometres across
fairly flat terrain. The potential for linking Harrismith directly to a mainline to
Gauteng may prove to be worth exploring.
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Mainline into Harrismith from east: note extensive flat area adjacent to line

9.2 Station and Yard Facilities

Harrismith station is no longer manned and the station building itself has been
leased to a private company not involved with transport. There are seven main
through-lines at the station, as well as one alongside the station platform.

The yard has other service lines and an industrial spur leads off the yard at the
east end of the station area to provide a link to the large grain silo complex that
currently rails about 2500 tons of maize per year, since most grain traffic is
presently on rail. The lines to the sidings at the other industries are disused.
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To the west of the station there is a line leading off to a former container and load
handling yard that was closed in 2005. Photographs on the following page show
the yard when it was still being used. The mobile crane is now derelict as is
shown in the photographs below.

The handling yard is served by three dead-end lines with limited wagon capacity
and inadequate storage space for more than 50 containers. As shown in the
photographs below, the size and location of the yard is totally inadequate for any
proposed large scale future development of container handling facilities.

A start has been made in dismantling the rail track in the yard and there is an
apparent intention to clear the track from the site. NB: A hold should be put on
these plans until the future of Harrismith as a potential major road/rail intermodal
logistics centre has been agreed by all stakeholders.

9.3 Current Traffic and Cargoes

In the late 1970'’s, it is estimated that the net traffic on this route exceeded ten
million cargo tons per annum while current net traffic is estimated to be less than
1.5 million tons per annum. (The cargo tonnage for 1970 is an estimate as at the
time Spoornet recorded tonnage carried as the gross tonnage of the train — locos
plus wagons plus the cargo.)

Part of the reason for the dramatic decline in cargo relates to the Spoornet
operational policy of concentrating traffic on certain main lines, irrespective of
which is the shortest route. This results in grain traffic from the Northwest
Province to KwaZulu Natal, which used to be routed from Klerksdorp via Orkney
and Vierfontein to Kroonstad and Ladysmith, now been routed via the Sentrarand
marshalling yard (north of Benoni) in Gauteng and from there over the Natal main
line to Durban.

On average, two or three general freight goods trains run the full length of the line
each day, while a container train runs three or four days a week in each direction.
This compares to 16 scheduled goods trains in each direction during the early
1980’s. Not all these trains ran regularly but it serves to illustrate the significant
change in train routing and traffic decline that has taken place in rail traffic over
the past 20 years.
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Harrismith station and yard to the east

Grain train passing through Harrismith

Rail siding at grain silos, handles about 2500 tons per year.
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Container handling at Harrismith before 2005

Container trucks on rail line

Mobile crane transhipping containers to road vehicle
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Abandoned rail container handling facility to the west of Harrismith station

Track removed in yard

Derelict mobile crane
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Single track to Industriqua -Tshiame +/- 10 kms from Harrismith

Rail spurs at Industriqua - no handling facilities
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Current vacuum-brake train loads in both directions are 1 680 gross tons when
hauled by three 6E1 electric locomotives or 2 240 tons when hauled by four such
locomotives. A maximum train length of 160 axles (40 bogie wagons) is allowed
over the section except for air-braked container trains from Sasolburg (Valcon)
which are allowed 200 axles.

General freight on the route consists of grain traffic from the various branches
which is generally directed towards Pietermaritzburg and Durban. Containerised
chemical traffic from Sasolburg, which is railed from Valcon (Viljoensdrif), is
routed over the line from Kroonstad to Ladysmith. Liquids traffic, consisting of
various chemicals such as methanol, propylene and liquid fuel is also run
between these points. Other general traffic between Durban and Lesotho, as well
as the central Free State is routed over the line.

All local traffic arrangements are now handled from Bethlehem. This includes
container traffic to the industrial area of Tshiame, about 10 km west of Harrismith.
This traffic is routed from Cape Town to Bethlehem, from where it is currently
taken by road to the client. Container traffic formerly railed to Harrismith itself was
either taken by road to Industriqua-Tshiame or by rail via the spur line into the
industrial park that was used by a former manufacturer of ISO containers.

Trains arriving at Ladysmith (Danskraal yard) from the Free State face the coast
and therefore do not require any shunting, just a crew change which can be done
in less than 30 minutes. Rail transit times between Harrismith and Durban should
be in the order of 9 hours for the 423 km distance.
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10. PIPELINE TRANSPORT

Harrismith is on the existing refined products pipeline from Durban to Coalbrook
and will no doubt be on the planned new pipeline to be constructed along the
same route.

This offers potential for the creation of a distribution network for these products
into the region from a road-rail off-take point in or near the town.

There may also be some potential synergy between Harrismith and Sasolburg in
the handling of containerised chemical products for import and export through the
port of Durban. The storage of product in Harrismith could offer solutions to past
difficulties in meeting the ship stack times from Sasolburg.

The geographic layout of the Petronet pipeline system is shown in Map 4 below.

Map 4 - Petroleum Product Pipelines
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11. AIR FREIGHT

At present, the air transport facilities at Harrismith are unsuitable for freight
movements and are generally in a poor state of repair and maintenance, as
shown in the photographs below.

The runway appears to be in fairly good condition and of adequate length for light
aircraft only.

The buildings are mainly old and in need of maintenance apart from a few newer
hangars. The roads are also in disrepair.

The airport property is adjacent to the 42nd Hill and Intabazwe residential areas
and it will need extensive upgrades to the existing perimeter security fencing and
lighting in order to put the airfield back into commercially acceptable condition.

As part of a multimodal freight logistics hub at Harrismith, air cargo is likely to be
a longer term development.

Partly abandoned buildings at Harrismith Airport

Runway at Harrismith airport
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12. POTENTIAL LOGISTICS RELATED DEVELOPMENTS

12.1 Suitability of Harrismith

Given the current situation with regard to location, infrastructure, services,
markets and the economics of transport by different modes, the challenge is to
identify the specific activities that can be developed in Harrismith to add value to
the existing transport and logistics systems.

The investigation will need to take into account the growing importance of
container movements in international trade and the trends with regard to the
import and export of manufactured goods. The investigation will also need to take
note of trends in South African transport such as the effects of increasing fuel
prices, the stated intention of the government to increase the use of rail transport,
the increasing proportions of containerised imports and reducing exports of
manufactured goods in containers with the resultant glut of empty boxes in inland
storage areas.

The distances from any current significant manufacturing areas makes it unlikely
at present that air freight will offer any major potential for development, without
significant government intervention. The possibility exists for a consolidation point
for cold storage of air cargo, to be road-hauled to Oliver Tambo International
Airport (Johannesburg).

It will also be necessary to evaluate the longer term potential of recent trade
trends, as some of the current distortions may not be sustainable over time and
large-scale infrastructure developments should not be based on short term
phenomena.

There may also be some possibility for developments that offer improvement in
the efficiency of long haul road freight movements such as terminals, depots,
warehousing, consolidation operations and rest, service and support facilities,
and these will need to be evaluated in relation to trade opportunities and the
commodities currently being transported by road.

From communication to date with stakeholders during the initial stages of this
project, it is clear that the current intentions of some of the major players in the
transport and logistics fields in Harrismith, include plans for very significant
investments to be made in support services for the road transport industry. These
projects are primarily extensions of the large depot and park-off area
infrastructure in current usage and the construction of further facilities for
accommodation, rest and recreation for drivers.

It is also clear that there is a local awareness of the potential for peripheral
activities such as pack/unpack container depots, empty container depots,
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warehousing and distribution centres, and a range of support services that could
be generated by the proposed logistics hub.
12.2 Potential Large Scale Logistics Opportunities

12.2.1 Road to Road Transfer Depots:
(i.e., a Unimodal Cargo Transfer Depot)

The 600 kilometre road journey from Johannesburg to Durban requires an
approximate 11-12 hour truck journey. A survey of truck drivers undertaken last
year as a project for the KwaZulu Natal Department of Transport (KZN:DOT)
showed that most hauliers at present operate the route with one driver,
endeavouring to complete a return journey for the truck combination in 36 hours.
Such a schedule only allows the driver on arrival at Durban (or Johannesburg),
12 hours to discharge the load and reload, and to sleep. The drivers interviewed
complained that if they were not prepared to meet this schedule, their jobs were
at risk. This practice causes the drivers to drive for excessive driving hours and
current Bargaining Council enforcement manpower capacity and methods, are
inadequate to control the situation. The overall result is that to stay awake,
drivers admitted to taking various stimulants and drugs. The growing daily
incidence of truck accidents on the N3/N11/R103 road routes that make up the
corridor, bears evidence to what has become a totally unsatisfactory road safety
threat. A relatively easy to implement government fiscal intervention that would
change this situation would be to include the checking of “driver hours” as a Road
Traffic Act responsibility for traffic officials. They currently do not have the
authority to query truck driver hours, or investigate excessive driver hour
practices. The KZN:DOT has already submitted a proposal in this respect to
DOT Pretoria.

If truck driver hours are implemented in terms of current Labour Legislation,
either two drivers would be required for the Jhb/Dbn/Jhb N3 corridor return road
trip or, one driver could drive halfway i.e., to Harrismith and the second driver
from Harrismith to Durban. Another option would be for one driver to drive the
load to Harrismith, drop the loaded trailer/s at a Harrismith depot, and collect
loaded trailers at the Harrismith depot that would have been dropped there by a
Durban based driver. Major benefits:

Round trip should not take longer than 12 hours.

Driver can sleep at home (Reduction in HIV).

Truck tractor has one driver.

Dramatically improved road safety for all road users.

The unimodal trailer transfer depots will be commercial operations, funded,
established, and operated by the private sector. They are a common concept in
the U.S.A. As an incentive to accelerate development of these facilities while the
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Road Traffic Act is being changed, government could declare Harrismith a
development area that qualifies for investment incentives.

The most cost effective and easily implementable options will need to be urgently
investigated.

12.2.2 A Road to Rail Intermodal Hub:

a)

b)

Such a facility on a large scale could well be feasible practically and cost

effective, for a reasonable portion of the current cargo moving on the

Durban-Gauteng-Durban Corridor. A dedicated Durban-Harrismith-Durban

(DHD) rail service would open up the following opportunities:

- Reduce truck traffic on the DHD route which is currently the high
accident section of the N3 road route, thereby improving road safety.

- Increase rail cargo on the DHD route, thereby improving rail economies
of scale on that section.

- Increase road truck traffic on the Harrismith-Gauteng-Harrismith (HGH)
route, the topography of which is far more ‘truck friendly”.

- Create a significantly sized rail/road depot facility and rail train
servicing facility in Harrismith, thereby boosting economic activity and
creating rural jobs.

Stakeholders Consultation and Research:

- As a key stakeholder Spoornet would have to be engaged at all levels,
to participate in the research and costing analysis.

- The concept would need to be tested with cargo owners.

- Different operational options will be costed and the results
workshopped with Spoornet and the Stakeholder Committee.

Rail Infrastructure Investment:

While the road infrastructure serving Harrismith has 3 different funding
sources, namely, local municipality, the Free State Department of Public
Works Roads and Transport, and SANRAL, in terms of current legislation
the responsible funding agent for railway infrastructure and facilities is
Transnet Ltd through its railway operating division, Spoornet.

While it is likely that a Road/Rail intermodal depot facility could be funded
and operated by the private sector, any upgrade to the existing railway
infrastructure (e.g. railtrack, signalling systems, etc.) would normally be
undertaken by Spoornet.

An initial cursory investigation into the existing railway infrastructure
indicates that it has fairly substantial excess capacity and is in a
reasonable condition. i.e., During the early 1980’s the line through
Harrismith handled 16 scheduled trains per day in each direction, which
has reduced to about 3-4 fifty wagon trains per day each way on

Harrismith Logistics Hub a7 February 2007
Initial Scoping Report



d)

weekdays. Although the line is single track there are adequate facilities at
the Ladysmith junction with the NATCOR mainline, to enable an efficient
shunting and train link for cargo wagons to/from Durban.

Thus with the current line capacity, to institute the concept of an
intermodal cargo transfer depot at Harrismith, will only require undertaking
the maintenance backlog on the line and certain other peripheral
infrastructural upgrading; i.e., at a total cost that should be within
Spoornet’s budget capability.

Prior to undertaking detailed costings on the concept, it is considered that
a combination of the driver hour legislation (which will increase road
operating costs to a degree) and rail cargo economies of scale, will more
than cover the cost of the intermodal transfer operation at Harrismith.

Once the concept is in operation and rail cargo volumes on the DHD route
start growing, considering a 50 year time horizon for capital redemption, it
may be feasible to build a double track between Ladysmith and Harrismith.
The improved economies of scale achieved could reduce truck traffic on
the DHD section of the N3 by as much as 80%. (The overall cost benefit
analysis undertaken would have to consider this when viewed against the
predicted rise in Durban port container cargo by 100% over the next 15
years and how this will impact on current traffic flows.)

Perceptions on Rail Usage:

There is a view amongst certain protagonists of rail transport that if large
sections of the Durban-Gauteng mainline were rebuilt, i.e., to straighten
the route and (also possibly allow for double stacking of containers — the
latter at a massive infrastructural cost) almost 100% of the road freight
transport would move to rail Considering the present wide
distribution/pick up points in Gauteng of N3 road cargo, such a large
market share swing is unlikely. At a rough estimation, over 30% of all
current road cargo will remain on road for delivery/collection in Gauteng,
unless, there is a dramatic improvement in the door to door rall
competitive delivery time and price. Due to cost considerations, a change
in the NATCOR rail line infrastructure and railway modus operandi in the
foreseeable future to effectively attack this 30% cargo market share, also
seems unlikely. Encouraging the carriage of this cargo by rail to
Harrismith and there changing mode to road would to a large extent, utilise
existing road and rail infrastructure, albeit marginally upgraded, and it is
estimated will improve the Durban-Gauteng-Durban logistic chain through
-Cost.

Harrismith Logistics Hub 48 February 2007
Initial Scoping Report



12.2.3 Implementation Feasibility: An Aircargo Facility:

a) Concept:
The FDC Way Forward Report suggests an “Air Cargo Platform” as a
concept to be considered to stimulate economic development in the
Harrismith area. The viability of such a concept would need to be
interrogated and costed. Another option for an air cargo service would be
a transport corridor link with the already proposed Welkom aircargo
terminal.

b) Feasibility Analysis:
After potential cargoes have been identified, the options will be costed and
preferred options identified.

12.2.4 Pipeline Cargo Distribution:
As Harrismith lies on the main Durban-Gauteng pipeline route, an off-take
point at the town could create distribution opportunities.
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13. KEY STAKEHOLDER PERCEPTIONS:

13.1 Accelerated Shared Growth Initiative in South Africa (AsgiSA) Office
- Deputy President Phumzile Mlambo Ngcuka

The consultants introduced the hub project to the Deputy President and she
made her office available to assist with planning for the project and also advised
us to engage certain stakeholders within government who are key to the success
of the Harrismith Logistics Hub project.

13.2 Department Of Transport Pretoria:

The Minister of Transport has been briefed on the project and the relevant
departmental officials are currently engaging with the Free State DPWRT.

13.3 Free State Provincial Administration:

As part of the economic development plan of the Free State Development
Corporation, a number of successful manufacturing and processing projects have
been initiated in the Harrismith and QwaQwa areas falling within the Maluti-A-
Phofung District Municipality, based in Phuthaditjhaba.

A potential project identified as part of this process is the development of a
multimodal logistics hub at Harrismith, to capitilise on the large volumes of road
corridor traffic moving through Harrismith daily. The concept is to improve the
existing road transport efficiency on the corridor by means of logistic hub facilities
at Harrismith and create a road-rail-road cargo transfer facility, and possibly in
the future create an air cargo logistics facility.

As these are transport issues the provincial department with the institutional
authority to progress such a logistics hub concept, is the Department of Public
Works and Transport (DPWRT). The DPWRT has had bi-lateral meetings with
DOT Pretoria on the project, and supports the pursuit of a project feasibility study
and implementation plan.

13.4 Spoornet — Mr S Gama Chief Executive Officer

At a meeting with Mr Gama, the project concept was introduced and it's
requirements for success discussed. He suggested that a key requirement for
success was that Spoornet supports the project. He said that Spoornet would
consider being the main contact with the Transnet Group and also eventually
could participate in an ownership role of some hub facilities. The major issues for
the hub are rail upgrades between Ladysmith and Harrismith, arranging for the
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bonding of cargo at Harrismith, mobilizing an integrated government approach
and the provision of resources.

13.5 Transnet Group

The consultants facilitation team has interacted with a number of Transnet Group
divisions including National Ports Authority, South African Port Operations and
Spoornet. They have varying views on the concept, from wholehearted support to
sceptical. Major challenges that they mentioned include competition from other
towns on the route that also would also like to acquire development status as “a”
logistics hub on the Johannesburg-Durban corridor. Compared to Ladysmith,
Mooi River, Pietermaritzburg and Cato Ridge, which are towns that have
considered a logistic hub as a development concept, Harrismith’s rail
infrastructure facilities are relatively poor and, will need upgrading.

The counter arguments in favour of Harrismith, include the fact that if it the hub is
to include a road/rail cargo transfer facility, it is not normally economical for rail if
the haulage distance is less than 300 km. Harrismith situated almost 300km from
both Johannesburg and Durban, is at an economical operating distance from
Durban to enjoy the substantial economies of scale of rail transport over road.
Also between Harrismith and Durban considering the hilly topography, increased
use of rail transport would improve road safety on the N3 and N11 road routes.

It is possible for road haulers to drive from Johannesburg to drop cargo in
Harrismith and return to Johannesburg in one day, and the road route between
Johannesburg and Harrismith being relatively flat and straight, is more suited to
road transport. Increased rail cargo market share on the Durban-Harrismith-
Durban leg of the corridor will also utilise available rail capacity in/out of the port
(currently approx. 50% underutilised), and, relieve road congestion at the port
which is reaching crisis proportions.

(Such a road-rail-road cargo transfer logistics hub will not significantly prejudice
the current Durban-Johannesburg-Durban container train service offered by
Spoornet, as between 25% and 30% of the corridor cargo has a wide geographic
collection/delivery spread across Gauteng, which cargo is likely to continue using
road transport. This would be the initial cargo market of the Harrismith road-rail-
road cargo transfer facility).

13.6 Road Freight Association Chairperson—Ms T Mg  oduso

Ms Mgoduso mentioned that her association would support the establishment a
Logistics Hub in Harrismith. She sited the following:-

o On the macro side, it would provide an opportunity to reduce the cost of

transport on the corridor, as the efficiencies of both road and rail would
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be maximised. In South Africa there is a serious imbalance between
Road and Rail, and lack of interconnectedness which would have the
transport modes complement rather than compete with each other.

0 The cargoes road may lose rail on the Durban-Harrismith-Durban route,
the road mode would gain on the Harrismith-Johannesburg-Harrismith
route, i.e., a safer trucking route.

o There are problems with rail transport, which is why Road is currently
preferred to Rail. Rail delivery takes 20 hours from JHB to DBN while
Road takes 10 hours. However, the costs of road transport are high,
and escalating. The speed and door to door facility of road enables this
mode to charge a premium.

o The overnight travel by road has the added the cost of HIV/AIDS
infection for drivers. AIDS is decimating drivers.

o Some cargo (e.g. weight cargo) is more suitable for rail, so when
hauliers are requested to carry such cargoes, they charge a premium.

o Lack of policing of overloaded vehicles results in serious damage to
roads, and also some of the most fatal and costly accidents. The
international standard for logistics costs is 6-8% of GDP, while in SA
this is 14-15%.

o The Harrismith Hub can make a big contribution in reducing this cost on
the biggest freight corridor in Africa.

13.7 Funding Organisations

The consultants have canvassed the views of the Industrial Development
Corporation, Absa Bank and Sanlam who are all keen to consider funding
proposals for the Harrismith Hub. They are also willing to consider contributing to
funding the feasibility study of the hub.
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14. WAY FORWARD:

14.1 Institutional Responsibility:

The concept of this project originated with the Free Sate Development
Corporation (FDC) however the transportation development thereof falls within
the mandate of the Free State Department of Public Works, Roads and Transport
(FSDPWRT). The delineation between the roles of the FDC and the latter
department needs to be clarified.

14.2 Modal Research:
14.2.1 Status Quo Situation:

This Initial Scoping Project Report details the present situation in respect of
facilities with an indication of cargo flows by road and rail.

14.2.2 Road to Road Transfer Depots — Way Forward:

Cargo owners and hauliers need to be canvassed to establish the potential
demand for such facilities at Harrismith. This will require an extensive market
research exercise at the terminal points of the N3, the N5 as well as along these
freight corridors, also including the secondary and more minor corridors serviced
by the N3 and N5 routes.

14.2.3 Road to Rail/Rail to Road Transfer Depots — Way Forward:

Optional proposals will have to be workshopped with Spoornet. Required
additional infrastructure will have to be costed and a cost benefit analysis done
for each operational option. Considering Transnet's legislative entrenched
responsibility for railways, an on-going facilitation programme will be required to
maintain a suitable level of support and momentum within the Transnet Group for
the concept.

14.2.4 Pipeline and Aircargo Opportunities:

Await outcome of the road to road and road to rail cargo transfer depot studies
before pursuing.
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14.3 Regulatory Framework — Way Forward:

As identified in the above processes, the required regulatory changes will have to
be negotiated and drafted and, a facilitation process instituted to ensure timeous
implementation.

14.4 Additional Project Scope:

The overall project should consider the following:

- The project scope per mode should include concept designs with indicated
costs for cargo and infrastructure facilities.

- An economic impact analysis for the Harrismith area.

- Additional potential cargo generator projects, including IDZ and inland port
(customs) feasibility; although these issues could be regarded as peripheral to
the immediate potential of road and rail cargo transfer depots.

14.5 Project Commencement and Management — Way Forw  ard:

Most of the above work streams could run simultaneously and indeed, some are
complementary. Once the project budget has been agreed, work can
commence.

A project steering committee should meet monthly with the consultants to monitor
project progress. For the sake of expediency, steering committee numbers
should be limited.
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Annexure A
Detailed Town Plan Map
(Map to be inserted)
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Annexure B

Detailed Spatial Framework Map
(Map to be inserted)
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