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Background

OUTLOOK

Facts

90% Claim
Eskom Dying

L MINING+

Eskom still captured
“Business as Usual” Application

RCA 2-4 2019-2022 4.41%pa
RCA5 - 15%

2019-2022 MYPD — 15%PA
Board turnaround plan

Task force Business structure
Several Investigations/Zondo
Blackouts

R50bn shortfall to service debt
Eskom forecasts suspect

+ 134 000 jobs to be lost
Regulatory framework Ineffectual
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Status Quo

« Effectiveness of Board? Vs Task Force? Vs DPE
Minister?

* Who is responsible for cleanout ?

« Executives implicated/looked the other way?

« Ongoing rot & inefficiency?

* No urgency to secure LT coal — since 2001

« EXcess committees -19 vs 1 Engineer

« Excess meetings — more than 100 pw at MWP
« Ignoring NERSA arbitration rulings

 NMD issue not resolved

« Defective application = Future RCA's
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NERSA- Regulator or Observer?

In performing its mandated functions, NERSA is required to ensure that the
following objects are achieved:

* (a) the efficient, effective, sustainable and orderly development and
operation of electricity supply infrastructure in South Africa;

* (b) that the interests and needs of present and future electricity customers
and end-users are safeguarded and met, having regard to the governance,
efficiency, effectivenessnd long-term sustainability of the electricity supply
industry within the broader context of economic energy regulation in the
Republic;

* (c) that investment in the electricity supply industry is facilitated;

* (d) that universal access to electricity is facilitated;

* (e) that the use of diverse energy sources and energy efficiency is promoted;

e (f) that competitiveness and customer and end user choice are promoted; and

* (g) that a fair balance between the interests of customers and end users,
licensees, investors in the electricity supply industry and the public is
facilitated.
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NERSA- Regulator or Observer?

The Energy Regulator may initiate its own investigation into the
governance failures in Eskom and may effect adjustments to
Eskom’ s revenue based on the
Investigationand/or those undertaken by bodies or entities,
including, but not limited to, Eskom, National Treasury, Special
Investigating Unit, South African Directorate for Priority Crime
Investigation (Hawks), the Parliament of the Republic of South
Africa or any Commission of Enquiry as and when they are
concluded and the costs associated therewith have been
guantified.
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Governance vs Ethics

« Is it ethical to ignore the impact of Inefficiency & Corruption?

 Is it ethical for consumers to be penalized for poor
maintenance, poor coal effects, bribery& corruption, poor
tender management, delays, asset inflation?

 When are we going to get details of RAB ?

« Giving Eskom return on inflated RAB & Depreciation is double
counting?

« Can somebody ex-plain RAB of R1.4tn vs NAV of R250bn?

 How is it possible that the MYPD methodology can give
Eskom claim for 90%?

« How can Medupi 6 (R40bn) > Mundra (R35bn)
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Cost of Supply ?

- What is your current price of electricity?

| —
SINGLE PHASE
PEAK 60A:112.02 ‘ 60A:330.12 13117 301.77 cKWh
80A:112.02 80A:362.86
STANDARD | 103.76 12362 JKWh
OFF-PEAK | 81.63 8.3 cKWh
THREE PHASE
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Public Comments 2

Drop the price of Electricity by 40% to uplift SA

44,821 have signed. Let’s get to 50,000!

ARTIN Drop the price of electricity by 40%
404 to lift up South Africa

Ed Post to Facebook

reduction
400/0 in electricity price 3 Send a Facebook message

Send an email to friends

Ted Blom - eeco.co.za started this petition to NERSA and 1 other
w Tweet to your followers

Eskom plans to increase tariffs by 20% a year and municipalities
are already adding additional charges to your bill. The current
high electricity prices threaten all South Africans, all businesses </> Embed

& Copy link

and every possibility of a prosperous economic future for you

and generations to come. R ,
Show this petition to more potential

supporters
Furthermore, the amended Electricity Regulation Act (ERA)

states you need to register and pay Nersa for your personal

generators and solar panels. Non-compliance with any provision
of the act is a criminal offence which is punishable by a fine of up
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Public Comments 2

00 =52 s

NOTE: In light of the load shedding happening around the country, we have decided to keep the public participation open and will be hand delivering the
comments to Nersa at the upcoming public hearings where top energy advisor Ted Blom of the Energy Expert Coalition will be representing the public.

150657 comments so far

Select your province v

Do you support Eskom’s tariff increase application? (summary below)
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Missing Rbns: On SIU target list

* Medupi > R100bn

« Kusile > R100bn

* Ingula > R30bn

* Optimum Coal > R2bn

* Arnot Coal > R2bn
 Eskom Treasury > R3bn

* Transmission > R1bn

« Overvaluation of RAB > R800bn ?
e Other
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Estimate of Efficient Producer

« World Bank Scenarios - 15000

 Eskom - 48 000

 Mundra 6 units - R35bn total
 Eskom Medupi Unit6 - R40bn

 Initial quote - R33bn for full Medupi
« Assume 2005 Efficient

« + 0.3 CPI

* Current Tariff should be ~ <40c/Kwh

« BUT

« City Power comparison 50 - 75% cheaper
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Estimate of Efficient Producer

 Coal Consumed pa 120mtpa

« Longterm costs at R250,00 R30bn

 Eskom coal costs R 73.3 bn

* |nefficiency ~R40bn

« Excess staff (35k*R900k) R31bn pa

« Capex Inefficiency R800bn — R100bn= R700bn

« What is so difficult for the board to see?
* Most business schools would solve the problem in under an hour?
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Observations

Eskom ave costs on grid coal < 40cents
. Renewables > R4.40

Rules of dispatch illegally modified
Eskom ignores illegal connections

‘m F3- o I
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2019 OUTLOOK

« Latest Reports - Eskom still captured

« Latest Reports - Eskom still leaking cash massively
« Latest Reports - EXpect massive Maintenance costs
« Latest Reports - Avallability down- back to OCGT

« Latest Reports - Avallability < 50% MP stations

« Latest Estimate MYPD 4- 20% pa + RCA 20%

e Latest Estimate > More than 500 000 jobs lost:2007-

« Latest Estimate - R2100bn investment costs R1.4tn

« Latest Outlook - Massive water shortage to run plant
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2019 OUTLOOK

Eskom Deviant RCA claims > R80bn

* No private SA company could afford such deviant
behaviour
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2019 OUTLOOK

Will Eskom survive?
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Recommendations

Where is the new dawn in Electricity ?
Outcome of Eskom Board turnaround strategy?
Outcome of Eskom “wise men” report?

Surely tariff increase Is
premature

3 yr increase definitely unethical
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Recommendation

Scrap these RCA applications until we see a full

NERSA Forensic Report
&
Fundamental Restructure
of Sector
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Thank you

Ted Blom

082 857 2534
Ted.Blom@MiningandEnergy.co.za
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Root cause Analysis

Regulatory vs Ethics

e 2001 - Eskom conversion Act

« 2001 - Majuba mine closure

« 2001 - Emergency Mandate

« 2003 - Exxaro investment in Arnot declined
« 2004 - Mbeki instruction- build

« 2006 - Nersa

« 2008 - National Blackouts

- 2008 - Emergency

« 2008 - Medupi  — Limited tender

« 2008 - Kusile — No Tender

« 2008 - No EPMC

« 2008 - Bankers would not fund — therefore tariffs
« 2010 - First Gupta coal application

« 2010 - Cessation of Maintenance

« 2013 - Blackouts

- 2014 - Emergency Mandate

- 2016 - State Capture Report

« 2017 - Asset Bloat >R500bn

« 2018 - Eskom Board removed

L MININGH ‘ energy expert
coalition




Treating the Symptons
PP Report - FIndings

STATE OF CAPTURE

Report on an investigation into alleged improper and
unethical conduct by the President and other state functionaries
relating to alleged improper relationships and involvement of the Gupta
family in the removal and appointment of Ministers and Directors of State-
Owned Enterprises resulting in improper and possibly corrupt award of state
contracts and benefits to the Gupta family's businesses

Report No: 6 of 2016/17
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RCA Comparison

ESKOM RCA SUMMARY

ltem/Variance 2015 2016 2017
Primary Energy 28 18 1,3
Capex 17 36 27
Operating Costs 12,5 31 34
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Estimate of Efficient Producer

« Alternative 2 Mundra

e Capex R35bn

 On-time — 2012

« Jv Tata Power/Synergi (SA)

* On the Grid costs (based on imported coal from SA)
e 48 cents/Kwh
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