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4.3 QUALITATIVE EVALUA'E;I'ON RESULTS (ENGINEERING)

]

The qualitative evaluation results are summarized in the tables below. For the detailed qualitative scoring
shest, see Appendix A. The non-compliant items (scores of 2), and the totally deficient or non-responsive
(scores of 0) are listed in Appendix B.

Table 2: Qualitative Criteria Score Summary

o Tenderers final scorg
Suppliers ' Score % Score out of 5 | Ranking
Alstom S&E Africa (Pty) Lid TA GE Steam Power System 71.80 - 359 4
:Dgngfang Electric Corporation _ 81.05 4.05 ' 3
Murray & Roberis Shanghai Electric Consortium 90.56 4.53 1
Rafako SA §3.30 416 2

As perthe results shown in Table 2, all 4 (four) tenderers met the defined technical threshold of ?O%.

The techmcal evaluation was conducted by technical evaluators fisted on table 3 and signed-off by Mr. -
‘Danie Odendaal-General Manager Generation Plant Engineering, who concurs with the
- recommendation contained herein. A copy of the technical evaluaﬁon report will be avallabie upon request.

-The followmg Technical Evaluation Team (TET) members tcok part in the evaluation as well as the scoring
clarification sessions. Each TET member signed off an individual scoring sheet prior to the clarification
session and agreement was reached during the clarification sessions on all scoring adjustments made.

Designation
Duvha Unit-3 Boiler EDWL
Duvha Unit 3 Project EDWL
Boiler Pressure Parts LDE
Civil and Structural LDE

‘Name

Sekkappan Karthikeyan
Anten Hart

| Naeem Tootla

: 2 ‘Derise Naidoo

-| Herkert Grebler Boiler Auxiliaries LDE
. Morris Maroga Corperate Specialist - Welding
Andre Kellerman C&l LDE

Low Pressure Services LDE

Jan Strydom

Johnathan Chetty Bulk Materizls Handling LDE
Macy Mpe Electrical LDE

Dhelia Raman Chemical LDE&

Afzal Teladia Project Engineering Manager

System Design LDE
Steinmueller Engineering
Senior Manager — PEIC (Acting)

Ronald Mandavha
Wolfgang Marchewski

Yokesh Singh
Table 3: Technical Evaluators Team
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This final tender evaluation report has been seen and accepted by:

Name . Designation
Sekkappan Karthikeyan Duvha Unit 3 Boiler EDWL
Anton Hart Duvha Unit 3 Project EDWL
Naeem Tootla Boiler Pressure Parts LDE
| Herbert Grobler Boiler Auxiliaries LDE

4.4 QUALITATIVE EVALUATION RESULTS (PROJECT CONTROLS)

Functionality serves as a threshold / gatekeeper prior to commencing with the remalnder of the commercial
- evaluation process (being step 2 and 3). Project Controls forms part of the functionality criteria and
-‘constitutes twenty (20%) of the welghtmg .

The qualitative evaluation results are summarized in the tahles below. For the detailed qua![tatlve scoring,
sheet are available on request. The non-compliant items (scores of 2), and the totally deficient or non-
responsive (scores of 0) are hsted in Appendix B.

Qualitative Criteria Score Sumimary

The suppliers were requested to submit a tender with the associated costs for Procurement, Fabrication,
Constructmn and Completion for the enquiry scope of work.

The following suppliers passed the functionality test and were evaluated for Project Controls minimum -
requirements: : _

Tenderers final score _
Tenderer Name ‘ ' Score % Ranking
£ Alstomn S&E Africa (Pty) Ltd TA GE Steam Power System ‘ 85.10 2
*4&_; Dongfang Electric Corporation _ 47.10 4
Murray & Roberts Shanghai Electrc Consortium 1 8§9.20 1
Rafako SA . 77.60 3

CONCLUSIONS (PROJECT CONTROLS)

¢ WMurray & Roberts Shanghai Electric Consortium’s submission was comprehensive and did align
with the Eskom project control requirements. The supplier was responsive in terms of the submission.
o Alstom S&E Africa (Pty) Ltd TA GE Steam Power System’s submission was comprehensive and did

align with the Eskom project control requirements. The supplier was responsive in terms of the

submission.

-
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o . Rafako SA (Rafako)'s submission was comprehensive and did align with the Eskom project conirol
requirements. The supplier was responsive-in terms of the submission. There are minor exceptions that
need to be clarified at a Iéter stage,

Dongfang Electric Corporation (DECE)'s submission was not comprehensive and did not align with
the Eskom project control requirements. There are major exceptions that neéd to be clarified at a later

stage.

The Project Controls evaluation was conducted by Project Controls Team listed on table 4 and signed-off
by Mr Tshepo Molabe — Duvha Recovery Portfolio Manager- Group Capital Division, who concurs with the

*"-‘-*nfécommendation contained herein. A copy of the technical evaluation report will be available upon request.

Name Designation

Thando Poney Senior Advisor Quantity Surveyor

Johan van der Berg

Project Controls Manager

Table 4: Project Control Evaluators

4.5 -.CONSOL§DATED FUNCTIONALITY SCORES (ENGINEERING AND PROJECT CONTROLS)

]

Functionality :
. Engineering | Project |. Combined
' . Confrols :

Tenderers Name - Score % - Score % " Score %
Alstom S&E Africa (Pty) Ltd TA GE Steam Power System 71.80 85.10 74.46
Dongfang Electric Corporation 81.05 47.10 74.26
Hurray & Roberts Shanghai Electric Consortlum £0.56 89.20 80.29
Rafako SA . 83.30 77.60 82.16

4.6

FINANCIAL EVALUATION- PRICE
461 SUBMISSION DATED 22 NOVEMBER 2016

“Price maiching was allowed for in the enquiry, but was never applied. All 4 (four) Tenderers met the
Technical Evaluation Threshold and price matching principle is applicable to determine the top two
Tenderers that qualify for the negotiations phase. However, this was not applied due to items (which
may impact on the tendered prices) that still require clarification.
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Methodoiogy ! Evaluation Process

The Tenderers were requested to submit a tender pnce with the associated costs for Procurement,
Fabrication, Construction and Completlon for the enquiry scope of work.

The followmg suppliers passed the functionality test and were evaluated for price;

Alstom S&E Africa Pty Lid Trading as GE Steam Power Systems
Dongfang Electric Corporation Limited

o Rafako SA . '
e Murray & Roberts Power & Energy and Shanghai Electric Power Generation Services Company

(SEC)

%2 FINANCIAL EVALUATIONS
4.6.2.1 PHASE 1 (ORIGINAL TENDERED PRICES 22 NOVEMBER 2016)

Tenderers submitted tendered prices on 22 Nove.mb,er 2016 during the tender closing date as foliows:

The suppliers quoted as follows:

Currency MRSEC Alstom GE Rafako Dongfang

CNY CNY 139,964,928.00 - :

EUR . £20089,941.00 | €219 300,000.00

UsD ' $2,165,674.00 : $427,072,060.00
ZiR R2769,561,20290 | R 2,0752¢3,607.00 '

Total R 3768 561002 802 5 251,334,200 D00 6210 300,000 00 | e ena 0. 072060004

;4)nable comparison, the prices were translated from the foreign currency to ZAR amounts using the
~#swing exchange rates (Bloomberg curencies on 5/12/2016):

CNY 1.00 = ZAR 2.05
EUR 1.00 = ZAR 15.00
USD 1.00 = ZAR 14.05
ZAR 1.00 = ZAR 1.00

The converted “evaluation” price is as follows:

| Currency MRSEC Astom GE Rafako . Dongfang
CNY ' R 286,928,102.40
EUR ' R 436,349,115.00 R 3,289,500,000.00
UsD . ' R 30,427,719.70 R 6,000,362,443.00
ZAR R 2,769,561,202.90 R 2,828,948,544.10
| ZAR SETR2,769,561,202.90°] 2,828,948 544,107 A R'3;289:500,000.00. -
240-53463039 Evaluation report  Rev1 - CONFIDENTIAL TE ~ Group Commercial | pf
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NOTE: The price difference between the quoted prices and converted evaluation prices in the Alstom GE Tender
submission is due to Tenderers using different base dates for the foreign currency. For the purpose of evaluation
and fair comparison, an exchange rate during evaluation had to be normalised to the market price and be applied
to all Tenderers that have foreign currencies then converts to South African Rands. This resulted in Alstom GE
price to change from R 2,851,334,200.00 to R 2,828,948,544.10.

Based on the above the least cost ranking is:

supplier MRSEC Alstom GE Rafako Dongfang
i Ranked position 1 2 ‘ 3 4

119% 217%

-27%

Ranked percentage
¥ 8 Weighted

P EERE
v LT

During‘the evaluation phase the evaluation team identified that some of the Tenderers had exclusions and/or _
major deviations to the submissions made on 22 November 2016. The evaluation team prepared clarification
‘questions to Suppliers that will ensure that the exclusions and deviations are included in the tendered pnce for.

the full scope.

On 13 December 2016, clarification questions were sent-out to all 4 (four) Tenderers to clarify if the items that
seemed to be excluded from the submissions were included in the tendered price submitted. On 17 December

, 2018 all Tenderers responded to the first clarification request confirming the listed exclusions and deviations,
and what was included and excluded from the submissions made on 22 November 2016.

Consequent to the 17 December 2016 responses from the Tenderers, Eskom prepared other clarification
. questions which will ensure that the fuil scope from all Tenderers is priced. This was to ensure that price

normalisation is done and all Suppliers prices are comparable. Only three (3) Tenderers responded with the
all total percentage adjustment to the Tendered Price, Dongfang Electric Corporation did not adjust the
S.ered price. This was not an invitation to submit a new Tender Price bui to ensure that the exclusions and
deviations are priced by all Tenderers for the (full scope). Financial Evaluation was then done based on the
adjusted prices on the submissions from all four Tenderers dated 22 December 2016, '

4.6.2.2 PHASE 2: (NORMALISED PRICES DECEMBER 2016 CLARIFICATION AND SUBMISSIONS) - -

On the 22nd of December 20_1 8, Eskom received responses from all bidders. The reésponses included detailed
break-downs in prices and; the summary of the responses were as follows:

) Alstom S&E Africa (Pty) Ltd TA GE Steam Power System (Alstom) indicated that the total price
implication for items listed in Annexure A and Annexure B would be 2.6%, which takes the VAT
exclusive tendered price from ZAR 2,851,334,200.00 to ZAR 2,902,821,943.64 (excluding escalations);

iy Dongfang Electric Corporation (DEC) did not indicate a.total price implication for items listed in
Annexure B, and stated that such price adjustment should occur during negotiations. Dongfang Electrlc
Corporation total price exciuded VAT and thersfore remains the same;

240-53483039 Evaluation report  Rev 1 CONFFDENTML TE — Group Commercial ;
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iy Murray & Roberts Shanghai Electric Consortium (MRSEC) indicated that the total price implication for
tems [isted in Annexure A and Annexure B would be 5.45%, which takes-the VAT exclusive amount

from ZAR 2,769,561,202.90 fo ZAR 2,920,600,219.64 (excluding escalations); and
iv) Rafako SA (Rafako) indicated that the total price impiication for items fisted in Annexure C would be
0.7%, which takes the VAT exclusive amount from ZAR 3,289,500,000.00 to ZAR 3,268,761,000.00

(excluding escalations).

The Eskom Technical and Eskom Financial teams confirmed that they are comfortable that the percentage
adjustments provided by the bidders address the issue of comparability. The internal adjustment option

mentioned above was therefore not used as it was not necessary.

& Tenderers quoted as follows (Eskom evaluationi based on new information received from suppllers on 22
December 2016): '

Currency MRSEC Alstom GE Rafako Dongfang
CNY CNY 139,964,525.00
EUR €32,378,817.44 €219,300,000.00 _
usD : : ) $2,165,674.00 ' $427,072,080.00
ZAR R 2 920 600 219.64 R 2,099,782,360.00 - ' :

[ Tota 5.54 2926822, #€219,900,000.0¢

To enable companson the prices were transiated from the foreign currency to ZAR amounts using the
following exchange rates (Bloom berg currencies on 5/12/2016):

CNY 1.00 = ZAR 2.05

EUR 1.00 = ZAR 15.00
.. USD 1.00=ZAR 14.05

} ZAR 1.00=ZAR 1.00

The converted "evaluation” prics is as follows:

Cu'rrency MRSEC Alstom GE Rafako Dongfang

CNY ' R 286,928,102.40

EUR R 485,683,761.54 R 3,298,761,000.00

UsD _ R 30,427,719.70 R 6,000,362,443.00

ZAR R 2, 920 600, 2 9.64 R 2,902,821,843.64 '
) T _p.,‘ vsz;w-w—*w-;-.:_mr = TEEFE TR i RS L SRR

ZAR 'R2.920,600,219 64" 2,002,821,943 64215 6,000;362,443.0053

. NOTE: The price difference between the quoted prices and converted evaluation prices in the Alstom GE Tender
submission is due to the Tenderer using different base dates for the foreign currency. For the purpose of
evaluation and fair comparison, an exchange rate during evaluation had to be normalised to the market price and
be applied to all Tenderers that have foreign currencies then converts to South African Rands. This resulted in
Aistom GE price to change from R 2,926,822, 486.27 fo R 2,902 821,843.64. Prices for MRSEC, GE and Rafako
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SAexclude VAT and CPA and Dongfang price exclude VAT but include CPA ard is fixed and firm for the duration
of the confract. '

Based on the above the least cost financial ranking is: ‘

Financial 9% Weighted Postition
Supplier Ranking Financial Ranking )
Alstom S&E Africa (Pty) Ltd TA GE Steamn Power System 100% - 80% 1
Murray & Roberts Shanghai Electric Consortium 101% 91% 2
Rafako SA - 114% 102% 3
Dongfang Electric Corporation 207% ' 186% 4

¥

PrcE Evaluation was conducted but could not be concluded without clarifications due to the following:

a. It became apparent that two tenderers i.e Alstom and MRSEC had material deviations to the iechnical
requirements which would impact the tendered price. '

b. All four tenderers had significant and material deviations to the condltlons of contract which would impact

_ the tendered price. A decision was made to adjust the risk profile by prescribing 8 (eignt) Conditions of
Contract (CoC) clat._ises with significant weighting to the risk profite. The eight CoC clauses were Delay
Damages, Retention, Limitation of Liability, Employers Risks, latent Defects, Payment Terms,
Performance Bond and Subcentracting.

c. Two tenderers i.e Rafako SA and. DEC had material deviations to the commercial requirements which
would impact the tendered price. The tendérers are international companies and may not famlllar with the
South African procurement process *

d. A process was adopted to request all tenderers to normalize their tendered price by including alf
components and materials detailed in the issued Scope of Work which were not part of their tendered price

‘nd factor in their normalized price for all deviations which were unacceptable to the Eskom.

The pnce normallsatlon process was conducted but could not be concluded for the following reasons:”

a. Only two supplies MRSEC and Alstom noermalized their price based on inclusion of Scope of Work rela'ted

components and materials,

h. Two tenderers i.e MRSEC and Alstem normalized their pnce based on the adjusted risk profile as per the
eight CoC clauses.

c. One supplier ie Rafako SA normahzed their price to cater for the material devnatlons to commercnal
requirement out- rlghtly rejected by the Employer. " :

d. Based on responses received from tenderers, it became apparent that there is a need for Pre- Negotiations
Clarifications to further clarify all items which might impact the tendered and normalized prices prior o

application of 90-10 as per PPPFA.
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SHE, Quality and Supplier Development and Localization

Rafako SA did not submit their SD&L. targets and indicated that the targets will be negotiated. The latter has a
potential to impact the tendered price. Three tenderers submitted the SD&L targets but the implementatien plan
had to be discussed to test the ability to achieve the targets.

4.6.2.3. Phase 3: (PRE-NEGOTIATIONS CLARIFICATION MEETING AND SUBMISSION)

-On 09 January 2017 — 17 January 2017, Eskom held pre-negotiations clarification mestings with all four
Suppliers. Suppliers were requested to confirm if the tendered prices were fixed and fim, CPA escalation
fogmnlas were to be applied during the duration of the confract, the 'specific currencies included in the tendered
' “the activity schedule, the payment schedule and the local and foreign portion aliocated in the tender

price.

In addition, Eskom identified 8 critical requirements related to contract conditions that should form part of the
contract. Some of the Suppliers had indicated in their tender submission on the 22 De(:ember 2016 that some
of the items related contract conditions excluded (proposed deviation and were not priced).

The 8 contract conditions items are related to (Employer asserts that should form part of the coniract and
tendered price) are: '

Delay Damages for completion of the whole of the works Clause 11.2(3) & X7.1
Payment terms Z11 and clause 51 Advance Payment Bond X14
Performance bond X13
Retention X18
Limitation of liability X18
+ Latent defects X18.5
"g. Subcontracting Z9
h. Additional Employer’s risks Core clause 80.1

® o oo w

Eskom clarified in detail the deviations submitted by all four Suppliers in relation to the 8 items and thereafter
communicated its position on the items. Eskom’s position on these items could have an implication on the
Suppliers’ risk profiles and therefore, suppliers were requested to re-submit a normalized price for the full
scope of work and the 8 contract conditions in the tendered price.

The requirements for the normalized submission were:

a. Percentage (%) of Advance payment. ' .
Indicate the currency the advance payment shall be payable.

b. Total contract price for the complete scope of work.
Local % (ZAR) of the contract price.

240-53463039 Evaluation report Rev 1 CONFIDEMTIAL TE - Group Commearcial.
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Foreign % as a total of the contract price. The specific currencies as a % of the contract price.

c. The full and complete contract price CPA clauses and formulae aligned to X1 as applicable to. the
Activity Schedule. -

d. The Project Programme (level 3 — encompassing; Procurement, Fabrication, Transport, Construction
and Commissioning}. '

e. The Project Activity Schedule (priced).

f The Payment Schedule linked to the completed activities.
The payment schedule to indicate the payment in the relevant currency.
The payment schedule'to indicate which escalation clause applies to the activity.

som S&E Africa (Piy) Ltd TA GE Steam Power System (GE) indicated that the normalized prices dated
pecember 2016 will not be affecied by 8 items and re-submitted the price schedu!e W|th appllcabie CPA

formulas and currencies. The price was submitted according to Eskom requirements i.e with detailed price

schedule with applicable (_DPA.formu[as and currencies. Financial evaluation was conducted in details indicating
the total cost of the contract for the entire duration of the contract with the appltcation of CPA escalation. The
tenderar stibmission highlighted majority of contract deviations, which has a potential of both Parties reaching
an impasse during negotiations. The deviations are on'Eskom's key. conditions of contract. Upon SD&L
eva]uétion, it was highlighted that the tenderer submitted a B-BBEE certificate that is not valid and further
]nves_tigatior-ts by Eskom’s_Sb&L reprasentatives (in consultation with Verification Agency) and Assurance and
Forensic will be conducted to understand how did the tenderér obtain their invalid B-BBEE certificate.

Murray & Roberts Shanghai Electric Consortium (MRSEC) indicated that the normalized prices dated 23
o ymber 2016, will be affected by 1% due to the 8 items. The revised price was submitted according to

'9

Eskom requirements i.e with detailed price schedule with applicable CPA formulas and currencies, Murray and
Roberts confirmed that the Consortium wil formally be formed and signed off before contract award should
they be awarded the confract. Shanghai E_Iectrtc Consortium did not attend the pre-negotiations meeting but
Murray and Roberts indicated that they arejo\intly and severally liable for the commitment made with respect {o

the pre-negotiations clarification process. The confirmation letter for the consortium was submitted signed by

 the CEO's of both companies

Financial evaluation was conducted in details indicating the total cost of the confract for the entire duration of
the contract with the application of CPA ‘ascalation. Thé tenderer indicated that they will form an
Unincerporated Consortium and during the pre-negotiation clarification meeting the tenderer was requested to
submit a signed Consortium agreement by 14 February 2017. Only a draft Consortium Agreement has been

240-53463039 Evaluation report  Rev 1 . CONFIDENTIAL TE — Greup Commercial
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submitted to Eskom. All the Leglsiatlve requwements mcludmg CIDB registration (which requires foreign
supphers to open an office in the country), SARS certificate and B-BBEE cerfificate are still outstanding.
Experlence indicates that minimum period required to obtain these documents is & month. During negotiations

the tenderer will afferded an opportunity to indicate their road-map of obtaining these Legislative requirements

Bongfang Electric Cerporation (DEC) indicated that their tendered price included the CPA and was fixed and
firm for the duraticn of the contract. They however did not indicate a total price implicaﬁon for the 8 items listed.
Dongfang further revised their prices based on the 8 items and the revised price is USD 366.45 Mittion.
fang further indicated that they were waitiné for the revised offers from their South African Construction
F;a ners for erection work etc. Once offers are received from the South African Construction partners their price
will further be normalized. Dongfang did not submit the price schedule as per Eskom requ1rement but

req uested extension to the submission date. It must be noted that al outstanding mandatory documents w&ll be

requested before contract award.

Rafako SA responded but indicated that some of the 8 items that Eskom requires as part of the contract price
are not accep{ébie to them i.e De,lay Damages for completion of the whole works, bond guarantee, -total
contractor indemnity, compensation liabiity and Iiébiiity of all titles. Rafako did not submit a revised pﬁce as per
Eskom requirements with a detailed paymenis schedule breakdown with applicable CPA Formulas. They
indicated that their price is not fixed and firm and that they can only firm the price 6 months after the contract

award,

Rgfako further indicated that they are still in the process of finding a Local p‘artner for the Construction ;ﬁortion
and for this reason Rafake SA requested to have at least six months optimization of this part of the proposal.
This is related fo finding the subcontraciors and partners, applying for registration to the relevant authorities
and establishment and registration of Rafako in South Afnca and S|gnmg of agreement (consortium/JV) to

execute the contract in accordance with loca[ regulat[ons and !aws

Rafako SA further indibated that the estimated time to comply with South African Legislative requirements (i.e
CIDB, SARS, Tax Clearance, COID, BBBEE and others) will be four months. Rafako wil cbnfirm on 31 January
2017 if they will be forming a JV or a Consortgum and indicated that Murray and Roberts and Wetback are
possible partners. It must further be noted that Murray and Robert has tendered for the same tender as Rafako.

240-53463032 Evaluation repori  Rev 1 CONFIDENTIAL TE —Group Commercial
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Rafako also stated that detailed schedule/programme linked to the BoQ will be submitied three months post

contract award date.

A fuil financial evaluation was conducted based on the re-submissicns from Suppliers. The full contract price
evaluation was conducted by applying the CPA escalation formulas for full the contract duration. Eskem
indicated that if Suppliers do n_ot submit the detailed price schedule with the applicable CPAs, Eskom will make

a decision with the information available on their disposal.

The appliéd exchange rate is 22 November 2016 (tender closing date)

el © FINAL FINANCIAL EVALUATION SCORES (January 2017 Submissions)

-nata  Pricesexcl VAT
. GE Hfsitim; MRSEL, Raafako Bong]
Tender Price excl VAT | 7016/11/77 | R2852334490.30) R2769.56120280] . £219300000.00; 3427 0?2 oeaoo,
Nogmalisation 1 2016/12/22 | R2926822486.27) R 2970600 219.64 £210017400.00] $427 072 060.00!
Nosmalisation 2 2017/01/18 | R2.926 822486.27] R 2346 515 413.80 £219917400.00]  $366 450:000.00;
Exchinge Rate - i} - . R 15.02] R14.34!
C T R 2976 82248627) R2946515413.00] R 330223569492 R5180.870 100.00
Advarnte Payment » | 10% - W% 0% 15%
Co 2017/0/20 | R3493 316874.00! R 3393 220 800.00] R 3580 369836.62) R 5180 70 100,001
Date : Prices incl VAT .
' 5E Alstom HARSEC Rafale Bongfang
W Srpmeindvary | amehw/n | RIIDESERIN RIBFIWINAL £500Z00800  SURG86I 14840
IRimmelisaion L T maef2fZ2 | REAGEAESAS| RIVGAMINEG  UMASEESN SEcen RS
. [Mormalisation 2 2017/01/18 'Rammm 35| R 3 359 (07 5782 £750 705 836,000 SAT7 753 000.00
Eychange Rate £15.02} 514,14
. R2336577 53435 R3350 (2757082 R 3754548692.71 R 5906 191 914.00
Advance Payment _ ‘ 0% | 1085 10% 5% =
e WIEEL0 8133696 RICEISESIZ0N | RSOAGADIEIZ RESIS 10191400

1y . The least cost Tenderer is Murray & Roberts Shanghai Electric Consortium.
2) The price difference between the above Tenderers is marginal. 3) The Tenderers have been evaluated
based on the pricing schedules submitied and it must be noted that Rafako did not submit according to
Eskom requirement and all four Tenderers have been given an opportunity to submit a detailed price

schedule as stated below.
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The financial -evaluations of the recommended Tenderer were submitted to Generation Finance Department

4.6.4 ‘RiSK IDENTIFIED ON FOUR TENDERER'S

and was evaluated by Ms Lize Bowie and approved by Ms Ragini Ramkumar. The findings are thatth two
lowest price tenders were received from Murray & Roberts Shanghai Electric Consortium and Alstom S&E
Africa (Pty} Ltd TA GE Steam Power System.

Tender | Risk Mitigation Factor LEVEL
: {(High/Mediumil.ow)

GE o Contracting with Tenderer that | o  Submit the invalid B-BBEE | Medium
has submitted an invalid B- certificate  to- Assurance and
BBEE certificate. Forensic for further investigation.

s e Negotiations not concluded in| e  Negotiation team fo agree on a
fime due to impasse on key position that will best serve
conditions of contract. Eskom's interest. '

WMRSEC | o Fallure by the Consortum fo| e Eskom to_inform the tenderer tfo | High
meet al the - mandatory | submit the mandatory requirement
requirements for contract award for contract award by 08 March
especially submission of ihe 2017. '

Tax Clearance Certificate by 7
March 2017.

o Failure by the tenderer to| o Eskom to inform the tenderer that | Medium
subimit a signed Unincorporated they need to -submit a sighed
Consoriium Agresment by 14 Unincorpeorated Consortium
February 2017. Agreement by 7 March 2017.

Rafako | o Tenderer falure to submit the | e Noneg, Tenderers time-lines™ are High

84 Legislative requirements and beyond Eskom’s desired contract

% indicated that it will take four award date thus exposing Eskom
months fo comply. ' to a R1.69% biliion penaity by the

o Tenderer indicated that the Insurer '
price is a budget price and will High
be firmed after & months post | ¢ Exclude the Supplier for the
contract award. ' : Negotiations '

DEC o Tenderers price is too high | e  Negotiation team to challenge the | High

- compared to the other three submitted price and pessibly
tenderers'. negotiate the price down.

240-53463039 Evaluation report  Rev 1
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Based on the risks identified above, it will be prudent for the negotiation team to enter into negotiations with
three Tenderers namely GE, MRSEC and DEC. Rafako SA should be excluded from the negotiations due to
their risk profile mentioned above. It must be noted that BTC on 20 January 2017, approved a revised mandate
to negotiate with a minimum of 2 (two) up to a maximum of 4 (four) tenderers. It is therefore against the
backdrop .of this mandate that the negctiation team recommends that negotiations be held with GE, MRSEC

and DEC. .

4.7 SD&L EVALUATION

APPUCATEON OF SD&L REQUIREMENTS

THE éqpplier Development and Localization (SD&L) evaluation was conducted by Mr Rojane- Qacha and
signed-off by Mr Manase Mathabathe, Senior Manager SD&L- Group Commercial, who concurs with the

recommendation contained herein. :

The B-BBEE evaluation was conducted on a €0/10 principle, where 90 points was allocated for the price and
10 points for B-BBEE. The B-BBEE evaluation was based on the submitted valid B-BBEE certificate-and

Tenderers score is as follows:

SD&L also consist of objective criteria where Tenderers were required to complete and' retum Compliance
Matrix. Below is the Tenderers completed Compliance Matrix which will form basis for negotiations:

Note: The PPPFA may also not apply to tenders that target an international supply market, or where in the
interests of national security, or in the public interest, it is not practical to apply the provisions of the PPPFA, in
which case an exemption from the PPPFA may be sought.
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? Dongfang Electric Corporation

Table 1; A1.1 SUPPLIER DEVELOPMENT AND LOCALISATION COMPLIANCE MATRIX FOR SUPFLIERS AND CONTRACTORS

: Criteria ' Weight{%) Total Target (%) {Proposed Target (W) 'Sl'zile()vera!! Weighted
] - | |Local Content to Seuth Afica as a percentage of Confract Value B0 e 1
i Local Conlent Local o Sile a5 a percentage of Conlract Value 25.00%
Procuement fom B0 &5 a percentage of Conlract Valle 25.00%
Sicills Development : 25.00%
tal Score W
Total Supptier Development and Localisafion Score ’ 0.00%

Table 2 21 SKILLS DEVELOPMENT COMPLIANCE MATRIX

Proposad Number of TargetNumber Proposed
! ‘ : . ;argetN:rm;Jer of lpersonsto e of Persons fobe umbercf
; skill Type (Occupaion) OFO Occupatio Weight (%) Terson;lc-a el ; Trained - |Trained - {Persensfobe oulTegat
’ S:)aL:;aAf(riz:)a 0 (Localfo o (Lucal to S|te} (i.ocal to Site) core
‘ R |S0uth Africs) _
Method {: Cezupation Qualfication . FhEssaat] e
' 5,000 - : ;
e.q. Safety Oficer - 20k _ _ 8. ; @
Method 2: Fillers, Rigging, A Class [ S :
Weldes o s 2. o
Miathos 3 Cmdidales-ayears . . = ‘ - : -
dipiomes e.g. Techniciang W = 18 . §
' Total o 1006% Bis ; 10 e a
N T . T IR T T
; H : H i :

Rz

Negotiation/Clarification Points: The Tenderer has .submitted a sworn affidavit to declare EME 4 status. Since
the company's physical address is in China and not in South Africa the affidavit is invalid and the tenderer gets

zero preferential points.

Other negotiation points: The Tenderer is required to propese the number of jobs to be created and retained.

Other negotiation points: The Tenderer is required to declare a list of designated commodities and the local
content in Annexure C that meets the threshold. '
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Joint Venture between Murray and Roberts Power and Energy {MRPE) and Shanghai Electric Power
Generation Services Company (SEC) . .

. Table 4: A1 SUPPLIER DEVE CPMENT AND LOCALISATION COMPLIANCE MATRIX FOR SUPFLIERS AND CONIRACTORS

Critecia Weight % Total Target (%) |Proposed Target (% ;‘;ﬁLO"“" Weignted
Logal Content o South Africa as a percentage of Conlract Value 25.00% o 44,48%
Local Content Local o Site as 3 percentage of Contract Value 25.00% 6%
Procurement from 80 as a percentage of Confract Value 25.00% 10%
Skills Development 25, DD%
Total Supplier Development and Localisation Score . 0.00%
Table 2: A2.1 SKILLS DEVELOPMENT COMPLIANCE MATRIX
Proposad Numbet of Target Number {Proposed
' , ;arget N;ngaer of |personstobe |of Persansto be [Number of Tofa) Weiahed
Skill Type (Occupation) . |OFO OzcupatigWeight (% ?:a':'l’e“;(fo e; o (Traned o [Tabed Personsto be S"c ﬂe pighte
. Jracaity {Localto (?.ucal fo Slte} {Loqal fo Slte_] ) an
Method % Qccupation Qualification -
2500%

6.0, Safsly Officer ° a
Msthod 2: Fitters, Rioging, A Glass S000% "
Welders - :
Mgthod 3 Cand;dale_s:ﬂyears 2500 ¢
diplomas e.g. Technicians ] :

Tofal 100.00% ]

Negotiai‘.ion / Clarification Points. The tenderer_ has nof submitted a valid BBBEE certificate for the JV, therefore
scoring zero preferential points. Only the BBBEE certificate for the local black owned lead partner has been

itted.
Other negotiation points. The tenderer submitted local content prbposai of 44.48% in the unsigned Annexure C
which differs from the local conten_‘z of 4:0% proposed in the unsigned SD&L. compliance matrix.

Other negotiation points. The Tenderer submitted detailed list of skill types and the respective number under
each group. These are accepted as obligations in the contract.

Other negotiation painis. The '_I"enderer is required to propose the number of jobs to be created and retained.

Other negotiation points: The Tenderer is required fo declare cables with local content threshold of 80% and
valves with local content threshotd of 70% as distinct designated commodities in Annexure C.
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Rafakos SA

Negotiation / Clarification Points. The Tenderer did not submit BBBEE certificate therefore obtains zero
preferential points. .

Other negotiation points. The Tenderer proposes local content of 40.2% under the construction and local
supplies portion of the price offer. This must be submitted in the SD&L compliance matrix.

Other negotiation points: The Tenderer is required to complete and submit the SD&L compliance matrix.

her negotiation points. The Tenderer is required to propose the number of jobs to be created and retained.

fﬁvér negotiation points: The Tenderer is required to declare a list of designated commodities and their
respective local content in Annexure C that mests the thresho[d. '

Post Pre—Negotlaﬂon Clarification Meeting- Rafako SA stated that SD&L costs are part of "C Portion”
(budgetary portion). The budgetary porfion will at least fake 6 months to optimize. For this reason the
Contractor reserves the right to have at least six months optlmlzat;on of this part of the proposal.

49 SHEQ EVALUATION OF TENDERS

The SHE evaluation was conducted by Ms Len MSImanga and Ms. Kgaugelo Sedibeng, signed-off by Mr.
Themba Mdaka and authorized by Mr. Tshepo Molabe from Group Capital Division, who concurs with the
recommendation contained hérein. The following criteria from SHE Specification were used to evaluate

the tenders:

Supplier Tender Submissions Total
. ' _ 100%
1 Letter of goed standing _ ) ' 10%
5 SHE policy o | . 0%
3 [atest structure/organogram of the SHE Department and abridged qualifications of persons. ' 10%
4 Safety & Environmental Management Plan ' 15%
5 Baselne risk assessment with monitoring plan, review plan and rating matrix 15%
8 Meihod statemenf C 1 15%
Historical Information (Less than 2 years): : - -
7 o Annexure 1 incident repaort - ' 10%
e Sample of comrective and preventive action reports °
= |nternal Audits ( Environmental) ,
8 Acknowledgement of Eskom’s rules ang requirements ( Annexure B) ' . 5%
9 Costing for Safety, Health and_Environmental management 10 %
Total 100% .
240-53463039 Evaluation report  Rev 1 CONFIDENTIAL - TE -~ Group Commercial
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The following criteria from SHE Specification were used to evaluate the tenders:

Y- Minimum requirement met and x- Requirement not met

No | CRITERIA ’ —~ | COMMENTS
Ll o g
w2 l= =
== 1< |0
EE S5 |3
ol bz | &
20| 4010 |1
=) < | 0 o
1 LETTER OF GOOD STANDING
o Date ofexpiry Y 1 ¥ 4 1 x| Rafeko (3A) - The letter of geod standing submitted is not

relevant to the scope of work tendered for, It is registered

. SHE POLICY

under ERIGER PTY LTD.

o - Beappropriatetothe natwreandscale | ¥ | ¥ | = | ¥
of the --organisation’s SHE risks. '

s ‘Include a commitment to continual Nl A ox ] Ao

improvement,

> Include a commitment to at least{ ¥ | N | x | ¥
comply with current appliceble - SHE
legislation and with other requirements

to which the drganisation subscribes.

» Be documenied, implemented and| Y { ¥ | x | ¥

maintained.

the organisation.

s Bereviewed periedically to ensuie that ¥ v X x| Rafako Policy signed 2013 and nct authorized.

it remains relevant and appropriate to Review date for GE policy to be confirmed.

)7 ORGANOGRARM GHE DEPARTMERT |
AND ABRIDGED QUALIFICATION,

o Structure 'R EERERE
o Proof of qualification ( SHE) ¥ 1+ I
»  Professional Registration ( SACPCMP) | ¥ [ ¥ | + | =
o . incident Investigator x [N | x| x
¢ SHE Representative x N N
e First Aider . x |+ x x
s HCS Controller ' RN ERE
240-53463039 Evaluation report Rev 1 CONFIDENTIAL TE ~ Group Commercial
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4 SHE PLAN 0 COMMENTS
b
o) ~
S |95 |4
= <l o 14
s - commitment ta comply with the SHE! ¥ [ ¥ [ ¥ | +
Legislation ‘
s communication and awareness v | Y N .
housekeeping program v v | 4 | A defailed housékeeping programme to be submitted by
' o Murray and Reberts '
s SHE Emergency preparedness and | ¥V | ¥ TV [+
fire protection process ' .
> Management of PPE NN A A
s Management_of lifting equipment N I A
s Management of incident N AT A A
% Competency, training and| ¥ | N A A
‘ appointments
. Management of waste B IV I A
e Management of dust and Noise N [ YiAv] A
I3 | RISK AGSESSMENT
|| (RELEVANT.TO SCOPE OF WORK) _
s Risk Identification- N T | x | ¥ | Rafako SA- Risk assessment not detailed and relevant to
. the Scope of Work
o Risk Analysis N A x| x .
» Impacts and Aspects Register + v | x x
s Risk Controls / Safe work procedures NPV x| x
Matrix and Rating N [V x| %
¢  Monitoring Plan N' * 1 ox x
¢ Review Plan s X * | X x
6 METHOD STATEMENT
(RELEVANT TO SCOPE OF WORK)
o Proffered safest method v x | x | GE and Rafako did not submit the detfailed method
" statement,
240-53463039 Evaluation report  Rev 1 CONFIDENTIAL TE — Group Commercial
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HISTORICAL [NFORMATION OF } i COMMENTS
I_
INCIDENT AND CAR (LESS THAN TWO %
YEARS) o =
¥ |82 |4
- = | g o)
S 18162
EIE|I2 |
) L
- a1 o <
, E |la|lo [x.
e Annexure 1 incident report B N | o= ¥
o Incident records | ¥ [ ¥ | x | x
{achievemant/certificaie}
» Corective and preventative acion| ¥ | ¥ | x | x

reports(SHE related CAR)

| ACKNOWLEDGEMENT OF ESKOM'S

RULES AND REQUIREMENTS

" | { ARNEXURE B)

| = 'ls the acknowledgement of Eskom's,

SHE. rules and requirements form
(Annexure B) signed and submitted by
. thetenderer?

x L x ¢ Information is required prior to confract award.

COSTING FOR SAFETY, HEALTH AND
ENVIRONMENTAL MANAGEMENT

Has the tenderer submitied detalled (The
cost should be broken down not provided

as a lump sumy} costing for SHE, i.e. -

s based on the overali scope of
worldservice to be performed;

o the generic scope of work/service risk
assessment — will may serveasa

guideline.

% x | X x | Information is required prior to contract award.

Summary of SHE scores as an objective criteria

v

Maximum to be achieved

Score Achieved

Tenderer

Murray & Roberts ' 100% 76%

Alstom / GE Steam Power System 100% 65% .

Dongfang Electrical 100% 44%,

Rafako SA 100% 37% )

240-53463039 Evaluation report  Rev 1 CONFIDENTIAL TE — Greup Commercial
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« Before contract award, the winning tenderer will be required to submit ali -SHE outstanding
documentation.

s A copy of the SHEQ evaluation report will be available upon reguest.

o A signed-off safety evaluation report was received from the relevant safety functionary.

410 QUALITY

Quality evaluation was conducted by Mr Sipho Sambo and signed-off by Ms Pamela Dondashe from
Sustainability Division, who concurs with the recommendation contained herein. The following criteria from
Quality were used 1o evaluate the tenders: '

| .
- Unique Identifier Qm-5
: @ESl@m Supplier Quality Management: List of Tender Revisi.on 8.00"
Re‘tumabfes Documents . - Eﬁ:ective Date _ 18[07!201 3
Specification
QR 58
Category 1: Quality Requirements | Déliverables to be evaluated indicator = "i 7 Weights

: . Yes=1
A1 Product/ Service Scoping on ISO 9001 certificate is defined and relevant g :
"| A2 Certificate by Approved and Authorized certification authority 1 259
A3 Cerlification Authority has Recognized International Accreditation 1
| A.4 Validity (expiry date) of certificate 1
) _ )

. : Apply (Yes=1)
B.1 Copy of appoiniment letter & CV/ resume of a Quality Representative for the project ' 1
B.2 Signed Organisational structure & Quality Department reporting structurs. 1
B.3 Copy of procedure for control of suppliers & subcontractors 1
B.4 Copy of an Internal management system audit report {with NCR, corrective & preventive
repert) 1 25%
B.5 Copy of an external management system audlt report (with NCR, corrective & preventive .
report) 1
B.6 Copy of Customer satisfaction surveys * i
B.7 Copy of a Quality Plan {inc! ITP's) on previous project < 2yrs . 1
B.8 Historical Information (list) of similar work performed < 2yrs 1
Section B Score 8 .
240-53463039 Evaluation report  Rev 1 . CONFIDENTIAL TE — Group Commercial
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M»Ss-and 240-109253693) P

' App!y

7 20%

NBUtI draft Contract/Project Quality Plan has important QA deiiverables (Yes=1)
Section C Score i ‘
Qualsty Cuntro! Plan Requurements (Ref QM—SB Annexure i or 240-51544482)
heckﬁgsﬂ ITP. (Qua!aty Contml Pians) 48 pér. Scope of Works (Ref ESO 10@05 1 3558 /.39- 7’"&)
NBUIT draft QCPITP (job cards) haves lmpor‘tant QC deliverabies ?}’e‘ﬂn
y 20%
1“Béction D Score 1

Apply
(Yes=1)
1 E1 Form Als completed and signed.. 1 10%
E.2 Copy of proposal and/ or assessment results of any recognlzed Business Excellent N]ode] i
Section E Score P
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Balow is tenderer's Quality evaluation, ¥~ Minimum requirements met and x- Requirements not met:

CRITERIA _ : COMMENTS
Sec k= =
iw
Sol0l2 |2 |
55152
ca|lb |2 | &
2Cc| 321 Q <q
Sr| < |0 |
A Section A: Quality Management system N A A Y
B Section B: Additional Quality requirements |  x v ox % | A CV of the contractor's quality representative fo be

{struciure, suppliers, history) appointed fullime for the works. Latest organogram of |
the quality function/department, resourees, and number

of employees employed in the quality department,
including: an abridged indication of their qualifications
(structure to show how the quality depariment leader
feports to  within the teﬁderer’s organisation).
Management of suppliers or subcontractor- A copy of
process/procedure regarding the assessment, selection,
management and =audiing of suppliers and
subcontractors. (a) Historical information, (b) Audit
reports with Noh-cohforma_nca report, corrective action &
preveniative action repors, (C) Customer Survey
{ Report. .

C Section C: Coniract Quality Plan N Y4 [N [ A provisional CQP for the project. The CQP provide a
' ' comprehenéive strategy to  demonsirale  how

consistency of design and philesophies across &ll the
units during the. overall project implementation will be

ensured. Clearly identify roles, responsibiliies and
expectations throughout the project and the tenderer to
demenstrate correct allocation of experienced resources
throughout the project period. '

D Section O Quality Control Plan x | ¥ | ¥ {4 | A provisional QCP for the project. The QCP provide a
comprehensive Quality control process, to ensure world-
class engineering practice will be achieved during the
implementation of the project, by others o be overseen
by the tenderer as well as any subconiractors forming
part of the project. Methodologies must be provided o
demanstrate how installation practices will be managed

and carried out to ensure compliance to the details

‘designs and the Empleyer's requirements.
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E Secfion E; User defined & additional Quality [ ¥ ¥ |x 7 Signed enquiry/coniractforder quality require'ments
requirements . forms (QMB8 Annexure A & B). Any other quality'
requirements such as transportation and shipping or
storage * and  preservation, guality management
accreditations that are specifically required, such aé AlA,
NDE, PSIRA, CIDB or RB} auditor cerification eic.
Provide a list of standards that exceeds the standards

referenced in the Works Information to which the works

providad by the Tenderer, adheres to.

A fcations items to be addressed with the tenderers:

Supplier - © | Comments

Murray and Roberts § Shanghai Electric _ | Tenderer to submit draft CQP and |TF.
Alstom T/A GE Stream Power System Tenderer to submi draft CQP,
Dongfang Electric Corporafion Tenderer to submit draft CQP and ITP. -
Rafako SA L Tenderer to subrmit draft CQP and ITP.

Summary of tenderer’s Quality scores as chjective criteria

Section Quality Criteria ‘ : 100%
Mame of Tenderer i T
: Section A Section B Section C | SectionD Section E Oéa e ctn-ve
| Criteria
Criteria weights ‘ _ . ) . allocation
riteria weig 25% 25% 20% 20% 10% for Quality
: Pro-rata
_ Qus . Coniract Quality , ' )
N . . QMS$ Evidence : Customized score (%)
Crit~ia description Requirement ; Guality Control . .
, s Requiirements ofan plan Reguirements
Murray & Roberis o o o o
Shanghai Electric 250% 18.6% 20.0% 0.0% _ 4.0% 57 57%
Alstom T/A GE Stream 0 o 0 0
Power System 25.0% 25.0% 20.0% 20.0% 10.0% 100.00%
Dongfang Electric 0 Gor - 0 o b
Corporation 250% 11.4% 12.0% 20.0% 5.0% 73.43%
Réfako SA 25.0% 12.9% 4,0% 4.0% 0.0% 45 86%
240-53463039 Evaluation report Rev 1 CONFIDENTIAL TE ~ Group Commercial
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4.11. SUMMARY OF EVALUATION SCORING
4.14.1 SUMMARY OF TENDERED PRICES
SUMMAR‘:’ OFTENDERED PR!CES ' R - . R e e
'Supplrer SR Quote T " .Pointsfor | BBBEE - | BBBEE. |-BBBEE - | ‘Totalapp
~ quote | Level --...| Points . "POINTS polnts
L r e I C 1 (90/10)
Alstom SE&E Africa (Pty) Lid TA | R 2,902,821,943.64 87.42 EME 4 0 0 90. 00
GE Steam Power System
Dongfang Electric Corporation | R 6,000,362443.00 42.59 Level 3 0 0 -5.04
I‘u‘lurray & Roberts Shanghai | R 2,920,600210.64 50.00 No 0 Q 89.45
‘Electric Consartium ' Submisgion
R 3,298,761,000.00 87.16 No 0 0 77.72
Submission

TR 2,651,334,20000 | R 2,902,321 94364 | R2926 S 4%627 |R84e331087A00 | 8735| O |67
R 576055120060 | R2.020,6(0219.64 | R2946515413.00 | R3 39320080000 | 90.00 [ 0 | 0.00
R3.355,500,000.00 | R 3.206.761.00000 | R 330223560492 | R3 560036083662 | 6716 | 0 | B87.18
'R E/037,04478425 | R 6,037 04476428 | R5 160870 10000 | R5 18087010000 | 4256 | 0 | 4250

being fixed and firm for the duration of the confract.

4.11.2 FINANCIAL EVALUATION ANDCFPA COMMENTS

Note: * DEC final adjustment price showing the Total Cost of Ownership did not change dus their price

The-adjusted figures above were confirmed from Eskom Finance evaluation feam, which was compiled by ane

o ?e {Fihancial Evaluator) and Sig ned by Ragini Ramkumar (Financial Approver).

A financial evaiuaﬂon of the supplier's business was conducted as a result of the following potential risks to

with Eskom

to supply

Eskom:
No.. | Identiffied risk = . . . | Reasoh forrisk : ISR B
1 Foreign Exchange Suppliers tendered wnth forelgn amcunt
2 Material and Labour Costs Copper and Steel commedities price fluctuation
3 { Construction cost escalation Compensation events
4 Tenderers have multiple contracts | Exposure to Eskom in case the company is liquidated and fail

"040-53463039 Evaluation report  Rev 1
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4'12. FINANCIAL ANALYSIS

The financial statements of the recommended supplier were submitted to Eskom Treasury Departrment and
compiled by Ms Malebo Segwai and reviewed by Mr Arthur who has carried out the financial analysis. The
findings are that Rafako Group, General Electric Company, Dongfang Electric Corporation Limited And
Murray & Roberts Holdings Limited are financially acceptable to enter inio a oontract of this magniiude.

RAFAKO GROUP is re!atlve y sound enough ’r‘mancually to be awarded a contract to the value of R4.8
billior for the Procurement, Fabrication, Transportation and Construction of the Unit 3 Boiler at Duvha Power
Station for a period of 52 months, per reference number Corp 3571. In order {0 reduce Eskom’s risk, payments
should be made as work is performed and approved in terms of the contract.

G“EENERAL ELECTRIC COMPANY is relatively sound enough financially o be awarded a contract to the
value of R4.8 billion for the Procurement, Fabrication, Transpor‘ca’uon and Construction of the Unit 3 Boiler at
Duvha Power Station for a period of 52 months, per reference number Corp 3571. In order to reduce Eskorm’s
risk, payments should he made as'work is performed and approved in terms of the contract. -

IONGFANG E%.ECTRIC CORPORATION LIMITED is relatively sound encugh fmanmal!y to be awarded &
contract to the value of R4.8 billien for the Procurement, Fabrication, Transportation and Construction of the
Unit 3 Boiler at Duvha Power Station for a period of 52 months, per reference number Corp 3571. In order fo
reduce Eskom’ s risk, payments should be made as work is performed and approved in terms of the contract.

MURRA‘{ & ROBERTS HOLDINGS LIMITED is relatively sound enough financially to be awarded a
contract to the value of R4.8 billion for the Procurement, Fabrication, Transportation and Construction of the
Unit 3 Boiler at Duvha Power Station for a period of 52 months, per reference number Corp 3571. A written
commitment that, should this contract be awarded is required, the company would still be able to honour this
~act and all existing contracts. Furthermore, in order to reduce Eskom’s risk, payments should be made as
s performed and approved in terms of the contract.

" The report is avaiiable on request.
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EXECUTIVE SUMMARY
SUBWISSION TO THE BOARD TENDER COMMITTEE MEETING (BTC) ON 8 MARGCH 2017
1.  TITLE OF THE SUBMISSION

' " Duivha Unit 3 Recovery - Project Status Update Report and Contract Award Notification
for the Refurbishment of Duvha Unit 3.

‘2. RESOLUTION REQUIRED

Kpproval be and is hefeby granted-
2.1, That Board Tender Committee Note the Duvha Unit 3 Recwefy Project Btatus.

2.2 ‘Thet the Board Tendsr Committes: suppart the: recominetidation to coﬂclude a
cantract with Dongfang Electric Corporation Limited {DEC), for the mantfacturing,

Factory agceptance testmg, proeursment, Tabrication, shipping and dehvery o sﬁe,

erectlon ancl commlssmnmg af Umt 3 ai Duvha Power Siatlen

UL S S

2.3, -

2.4

2.5.

— .—-ﬂ:ﬂ&ﬁ@

2:6. That the Greup Executive: Group Gapital Division be autherised to. fake all the
necessary steps to give effect o the above, inclueling the. sigring of any agreemerits,
donserits orother documentation necessary-or related thereto.

Duvha Unit 3 Recovery Project Status Report . Page 1 of 7
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SUMMARY, OF FACTS

3.1. Salient facts

311

On 20 January 2017, BTG approved antendmient o the original mandate to
negotiate with a minimum of 2 {twa) Up to & maximum af 4 (four) suppliers.

3.1.2. The negotistions were held with 3 (three} suppliets from 27 January 2017 to

3.1.3.

27 February 2017 and Eskom intends. awarding-the tender o the suécessful .
tendefer of 8 Mareh2017 {*Centract Award date’).

Uptn' conelusion ‘ef negoﬁaﬂons all 3 (three) supphers were requested io

siibmit their Best and. Fipal ©ffer (BAFO) which. include: all negotiation

outéories. &g Eskom requn‘ements which might have impacted project. fisk
profile o3 March 2017 at 10h00 South. Aftican tirie. All 3 {threg) submiitted

their BAFO via thie Eskoni Terider Office on 3 March 2017 and the BAFOs
were evaliated, The final results of the avaluation afe depicted in Table 1

below:.

3:1.4: The negofiation proceedings were as follows:

3.1.4.1 _ Alstom S&E Affica Pty Lid Trading as GE Steam Power

Systems {GE): The suppizer subimitted, majer contract conditions
daviations. with its: tender which required clarification  and
negoliation. The deviations are on Eskom’s Key conditions: of
‘coniract which are Refention, Payment ferms, Delay damages,
Delects pefiod, Limitation of Liabiily, Sub- contractihg and
“Technical requiremets. The partigs heid negotlat!ens betweeh 27
Janiuaty 2017 and 03 Febriiary 2017. After intensive defiberations,
the paities feached agrestent on il this-conditions.

However, of majot concerhed to: Eskom since the submlssmn of the
supplier’s tendef was. the. validity and authenticity of the' B-BBEE
Certificate. Eskam highlighted its caricern about the validity 4nd
authenticity of the B-BBEE C’érttﬁcete to the ‘supplier In both the
glarification meetings and negqitat:ons Upon request by Eskom to
Hie supplier te submit-a valid and authentic B-BBEE Cetificate the
suppfier submitted the same caytificate whose validity ahd
authencity could net be proven which is invalid. The Assurance &
Forensic deparfment was engaged to investigate the matter and its
firdings were that the B-BBEE rertificate was. invalid. The
Verification Agéncy which verified the B-BBEE also confirmed that
the certificate was invalid. Eskom wrote to the supprier to provide

Duvha Unit 3 Recovery Project Statils Report u% F{Z'age 20of7
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3.1.4.3

Duvha Unit 3 Recavery Project Status Report Page 3 of,

wiritten reasons as to why it submitted an iwalid B-BBEE
certificate. Eskom hag also wiitten to SANAS to verify the validity
and autheriticity of the B-BBEE certificate on or before the Contract
Award date. SANAS responded and confirmed that the -cerfificate
was mvalid and fhat it should not have besn used for fender
submission. :

Muriay & Roheris Power & Energy and Shanghal Electric

Povrer Generation Services Company {MRSEC): The tendsrer
submitted a tender as & consortium. The tenderer also sibmited
iajor deviations ‘to the confract conditions which ‘needed
clarification and negofiation. All deviafions were disoussed -and
agreed to.during the hegatiations, “The fenderer was requested to
stibrnit the BAFO and all the tandatory ledislative requirements for
contract dward which ireludes 4 Valid. Tax Clearancs Getfificate for
e comsortiom, CIDB registration (whieh reduires: foreign suppliers
1o open an -officé in the ointry) and B-BBEE: certificate. On 3
March 2016 the tehderef Sibmitted a Sigried Usiincotparated
Gonsortium Agreement. Fiither, on 3 Maich 2017, the tenderet
indicated fhat it Is ‘and skl werking o assietiny el Gonsorfiun
pariner (Shanghal Elecific Cofporation < SEC) 1o: fegistet . Tocal
entity and thereater: apply for SARS ¢erfifliate. Although WMRSEC
has indicated that they will submit the Tax Cleardned Certificate-for
SEG by 12:00hr foday Wednesday 8 March 207 at ndorl i Hidy
net be the case and this process may be cehclided beyond
Eskoin's destred Goriact Award date: The PPPFA and its
Regutation of 2001 ahd the Eskom Procurement and Supply
Managetment Procedure, Eskom Is preciuded from awarding a
contiact to any person whose tax matters have not been declared
by thié South. Affican Revenus Services to be: in-order.

Dongfang Eleétric: Corporation (DEC): The supplier had major
deviations Wwith [ts submitted teiider. The deviations were
negetiated -and agreed. to by the: parties. During the negotiafions,
the: supplier clarified that their -adjusted price was fixed and firm
during centract period. Eskom regested the tenderer to subkiit its:
BAFO on 3 March 2017 based on the nepotiations. In Ifs
submission of the BAFO on 8 Maréh; the tender indicated that its

. materigls will not comply: with the European Nerms (EN) standard

but will adop} GB {Ghinese- Standards and Codes). The tenderer's
price is higher than that of thetwo suppliers. Y

Due to the tenderer. submitting BAFO# one with a fixed and fin '

price and the other two without Contract Price: Adjustment (CPA),
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life cycle cost model was conducted in order to compare .all three
tenderers on a common basis arid the results are depicted in Table

1 beiow.

3.1.5. Reasons for recommending Dongfang Electric Corporation (DEC) as the
successiul tenhder, '

3151 Alfhough DEGC is the lowest ranked based on the 90/10 application
«f final evaluation giiteria, DEC presents the lowest risk préfile out
of alfthe 'three biddsts.

3452 The aiher two contractor s prme kept gomg up through clarifications
and riegofiations, Their pricgs.are subjget to escalations and from
past experience with ‘ther, cest overruns have heen the nerm:
‘DEC. price was the ohiy ohe going dewn and their BAFO 1s fixed

and firm for the cohttact periad-

3153 Due o the tenderer stbhiitting BAFOS one witfi a fixed and: fim
prige and the other two with CGonfract Price. Adijuistment (CPA} 2
Total cost to Completion (TCTC) miade] wad canducted fn orderifo
campere all three lenderers on a.comifidn basis And the tesultsare
depictad in Table ] be!@w

3154 ° A[stem scared the hjghest noints for price, followsd By MRSEC-and
DEC: Although Alstoni- scored the highest peints in respect of the
stie, it submitted an invalid and unauthenticated . B-BBEE
Cerfificate. Alstom should be disqualified based on PPPFA clabse '
relating to submiission of false information pertaining to-a tender.

3.1.55 MRSEC: scored: the second highest points for price. However, the
tenderer failed to submit ptoof of confirmation by SARS that its
Consortium pattner's fax mitters are: in. order in terms of the
applicable legisiation. This also 1s a. andatory requirement for

zontract award.
;‘3;;3.1."5;6 Dongfang Electric Cerporatioh scered the lowest paints h respect
Y of price. Hewever, this this the ofly tenderer whosg price Is fix and
! ' ' firm-price for the dufafion of the conitract. Although teriderer’s price

is - R254N more than that of MRSEC, the. risk of mﬁationary
increases. has been mitigated $irough the price beirg fixed and firm'
for the duration of the contract pefiod. In the absence of similar

offer by MRSEC, the risk of inflation is prevatent which will impact '
on the tendered price. Other risks relating to the award offithe
tender to MRSEC are as follows:

Duvha Unit 3 Recovery Project Status Report
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3.1.5.6.1 Delays in the execution of the project as has been seen in the
Medupi and Kusile pmJect where Murray and Roberts was a sub-
contractor.

31562 Wurray and Roberts was involved in collusion in the construction of -

the 2040 Soccer World Cup stadiums and -one of its subs! dlanes
sias involved in collusion in the construstion of roads.

315683  Inlight of the above and the Interest of Eskom anfl curbing the
‘eatglation of costs duting the exacution of the sontract, it is
" stibmitted that DEC's price make more sconomic. serise han
MRSEC and therefors DEC should be awarded the tender.

3,18 Itdsthe teani’s interiion that the, Letter of Award be: s;gned 08" March 2017
ang the Carrdftlons of Coritract -which is 'ah NBC 8 ECS contract that
contains all the terms and canditiet's as par negotlatlon outgomes wif be
signiedton erbefore the Friday 17 Margh 2017,

3.2, Keyassimptiors

». Eskem has sedlifed fhe dght suppller that is capable and. have capacity fo
recover Unit:3 3t Duvha Power Station. afthin the sftpula‘ted coriract peringy

o The susessful Suppller accepls the final .eontract. with ail conditions Wlthll’i
deceptabletimg: and tdoes notwithdraw.

3.3. Financial implications

Table 1 below, dépietihé TCTC of the. project:

[Supplier Naine | BAFO {Excluding VAT) | TCTC Comments
' . | {Excluding.
o, VAT) :
T GE Alstom R3,027,316,340 R3,527,536,099 | With Escalations
MRSEC R,299,784,042 R3,75.6;6_24,&33 Witk Escalations
| DEC R4,011,008,499 R4,011,008,49¢ | Fixed Price

3.4. Human resources implications
None. # ); L/’j

Duvha Unit 3 Recavery Project Status Repart Page 5 of 7
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3.5. Risks (including Environmental, Legal or Contractual risks)

RISK GAUSE LEVEL MITIGATING FACTORS
: {High/Nedi : :
‘um/Low) .
Failure 10| o Delays in { High o Expediting evaluation, negotiation
award fhe expediing  the process and tonciude contract by
coritract nggotiation 28 February 2017, .
|by 38| process and | o Agree on conditions of coritract
March | conclude a before  the  finalisaion  of
| 2017 ¢antrast hefors: 31 negotiations.
| resulting | Marsh 2047 '
i _E;kam- o Dalay By the|
sufféring | ochesen contractor
R1.67 tg  sign  the|
{billicn - | eeptract.
| insufange agresment.
penatty.

| Suppliers | Delay i notfijing | High Awiaid Thé Contfaet by the 10 Maich
{oet | siec gssful. Supplier . | 2017 to. -aliow successful Supplier |
| submittng | resuling I = adequale tme to acadie il
mandafory | siiccessful Supplier | documents. | |
| requiteme | nett  td  have |
{nts . for| adequate ime to. get
 coftract | redjuired

award, | doeumentation and
| appravals.

36 Verification by independent party (if applicable)

KPMG hag been appointed to provide assurance in the evalugtion and negotiations
DIOCess, :

Duvha Unit 3 Recovery Project Status Report
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4, OTHER APPROVALS REQUIRED

None.

R 8 |3lzot
Chari’és Kal‘:ma,/ ' Date |
GENERAL MANAGER [ACTING)

COMWERCIAL DIVISION

g o3 2/T]

Ahram Masango . " Date:
GR@UP EXECUTIVE GROUP- CAPITAL

sfos/zern

Edwin Matislihe . Date
CHIEF PROGUREMENT OFFICER
COMMERCIAL DIVISION

Who herehy represents that the above infermatiory  Subrmission prepared by: Thami Mnguni

is correct Contact Numbar: (011) 860 5573

Duvha Unit 3 Recovery Project Status Report
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EXTRACT FROM THE APPROVED MINUTES OF THE ESKOM EOARD TENDER
COMMITTEE MEETING 13-20416/17 HELD AT THE HUVO NIKULU BOARD ROOM,
MEGAWATT PARK ON 8 MARGH 2017 AT 08H00

Group Lapital
Mandate to negotiate and conclude contract for engingering, pracurement and
construction as part df return of Duvha 3

IT WAS RESOLVED THAT:

The Board Tender Committee noted:

744  The Duvha Unit 3 Recovery Project Status.

The Boa_‘rd,Tehder Commitiee approved:

712 the recommendation to conclude a contract ‘with Dongfeng Electric
Corporated Limited (DEC) for the manufacturing, factory acceptance
testing, procurement, Tabrication, shipping and delivery 1o sité, erection

and commissioning of Unit 3 at Duvha Power -Station with a contract

" yalua] i ‘

713 a2 contingency amount of  of the contract values & an amount of

7.14

7.1.5

xeluding VAT and a contract duration

CONFIRENTIAL

When downloaded from the document management system, lhis documentlis uncontralled and the respansibifity rests with
- the user{o ensure it is in line with the aulhorised version on the system. )

No parl of this document may be reproduced withoul the expressed corisent of the copyright holder, Eskam Holdings SOC
L1, Reg No 2002/015527/30.
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7.1.8  that the Group Executive: Group Capital be authorised %o take all the
necessary steps to give effect to the above including the signing of any
agreements, consents or other documentation necessary or related

thereto.

CERTIFIED AS A TRUE EXTRACT

3 Daniels (Ms)
GROUP COMPANY SECRETARY

Date: Q4] RO1T

20140819 BTC- 19 June 2014 - Turbine ecantre line _ \ / j @;
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EXECUTIVE SUMMARY

SUBMISSION TO THE BOARD TENDER COMMITTEE

1. TITLE OF THE SUBMISSICN

Status Update and Confract Award Notification: The Procurement, Fabrication, Factory
Acceptance Testing, Shipping and Delivery on Site, Construction- Te_sﬁng and
Commissioning of a Pulvetised Coal Fired Boiler for thelDuvha Unit 3 Recovery Project

2. RESOLUTION REQUIRED
. THE BOARD TENDER COMMITTEE TO NOTE:

2.4, the Status Update Repart and Contract Award Notiﬂb_ation for the Refurbishment

of Duvha Unit 3; ] :
2.2, the conclusion of a confract with Dongfang Electric' Corporation Limited (DECY), for
-the manufaciuring, factory acceptance testing, procurement, fabrication, shipping
and defivery to site, erection and commissioning of Unit 3 at Buvha Power Station

at

22,1, A contract valu .'

ract values |

.
I T

222 A contingency amourtt of 10% of fhe cont

323 _

L SRR = i )

224, And the fotal combined contract valug o}

22

23, the Group Execufive: Group Capﬁal Division is hershy authorised to take all the
necessary steps to give effect to the above, icluding the signing of any
agreements, consents or other documentation necessary or related thereto,

3. SUMMARY OF FACTS | C %W\
3.1. Salientfacts | ‘ :

- On 20 Januery 2017, the BTC approvéd the amendnmient to the original mandgj
negotiate with a minimum of 2 (two} upto a maximum of 4 (four) suppliers.
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The negotiations were keid with 3 (three) suppliers from 27 January 2017 to 27 February
2017 and Eskom intends awarding the tender to the successful tenderer on 13 March
. 2017 (“Contract Award date”).

Upon conclusion of negatiations, all 3 {three) suppliers were requested to submit their

_ Best and Final Offer (BAFQ) which- included all negotiation outcomes- and, Eskom's
requirements which might have impacted the project risk profile on 3 March 2017 at
10h00 South African time, All 3 {three) suppliers submiied their BAFO vid the Eskom
Tender Office on 3 March 2017 and the BAFOs were evaluated.

The outcome of the negotiation proceedings was as Tollows:

 Alstom S&E Africa Pty Lid Trading as GE Steam Power Systems (Alstern GE): The
tenderer submitted major contract deviations.with its tender which required clarification
and negqﬁaticn. The deviations were in respect of Eskom’s key conditions of contract
which are Retention, Payment terms, Delay damages, Defects period, Limitation of
Liabiity, Sub-contracting and Technical requirements. The parties held negotiations
hetween 27 January 2017 and 03 February 2017. After intensive deliberations, the
pai‘ties reached agreemant-on all the conditions. '

'Murray & Roberts Power & Energy and Shanghai Electric Power Generation
Services Company {(MRSEC): The-tenderer submitted a tender as a consortium. The
" senderer also submitted major deviations from the confract condifions which needed
clarification and negotiation. All deviations were discussed and agreed to during ihe

negotiations.

Dongfang Electric Gorporation (DEC): The supplier had proposed major deviations
with its submitied tender. The deviations were negotiated and agreed to by ths parties.

The Table below sets oﬁt the Best and Final Offers (BAFO} of the réspective tenderers:

Table 1 BAFO of the Tenderers

Supplier Name BAFO (Excluding VAT) Comments 1 BAFO escalated

GE Alstom R 3,027,316,340 ~ Without Escalations -1 R3,537,536,099
MRSEC R 3,200,764,042 - Without Escalations | R 3,756,624,683
DEC R 2,011,008,498 Fixed Price R4,011,008,499

O
"ff“ % '
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Analysis of the respective BAFO's as received from 'ihfe respective bidders.

A, PRICING

1. Based on the external financial review, although DEG is the lowest ranked based on
the 90/10 application of the final evaluation criteria, DEC presents the lowest risk
profile out of all the three bidders having submitted a fixed and firm price with no
escalations. _

2. The former two bidders' prices are fixed with a variable cost escalation risk to Eskom.
In the case of Alstom GE, 75% of the price is subject to cost escalation and 90% of
MRSEC's price is subject fo cost escalation. These fypes of pricing mechanisms have

~ inthe pastled to cost overruns as'a norm, |

3. DEC scored the lowest points in respect of price. However, this is the only tenderer
whose price is fixed and firm for the duration of the contract. In comparing the BAFOs
with escalation, DEC’s price is R254M more than that of MRSEC and R473M more
than Alstom GE, the risk of inflationary increases _has'been mitigated through the
price being fixed and firm for the duration of the contract perlod. - :

4. Inthe absence of simier offers by MRSEC and Alstom GE, the external financial
review obtained, indicates that the risk of inflation is prevalent which will impact on

the tendered price.

B, RISK ANALYSIS
Key risks Identified iﬁ-resbect of the bidders were as follows:

1. Delays in the execution of ffie project as has been seen in the Medupi and Kusile

project where Alstorn GE was a contractor and Mumay and Roberts was a sub-

contractor. - .
2. Murray and Roberts was involved in collusion in the construction of the 2010 Soccer

World Cup stadiums and one of its subsidiaries was involved in collusion in the
construction of roads. .

3 DEC in determining a fixed price has taken a risk sharing approach to the project in
fhat the project custs are determinable upfront by the parties. The accountabiiity for
unexpected events is shared as the onus is on both parties fo agree on &
determinable and executable schedule. While Eskomn has provided for the risk of
unexpect'ed ‘evenis in the confingency amount, this will not be disclosed fo the
contracting party as Eskom will be holding the proposed contract party to the final

BAFO and the risk assumed by it. ‘%v\j\/

i,
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_ C. QUANTIFICATION OF THE RISK

1. In the Medupi Project, CPA sscalation was 28% of the original total cost and 45% of
the total cost for Kusile Project.

2. A fixed cost project provides far greater certainty regarding commitment of cash flow
and the ability to hedge exposures. :

In light of the above financial risk as well as the quantified part of the financial review
conducted and in the interest of Eskom, it is submitted that the fixed price option wil
deliver better economit benefits than the variable price optlon Hence the conclusion that
the contract be awarded to DEC. '

Itis the fear’s intention the ihe Letter of Acceptance be signed on 23 March 2017 and
tha Conditions of Coniract which is an NEC 3 ECC caeniract that centains all the terms
and conditions as per negoﬂatlon outcomeas will be signed on or before the Tuesday 28

March 2017.
32, Key assump*‘cioné
The key assumptions made by the team aré: '

321 . Eskom has secured the right supplier that is capable and has the
capac[ty to recover Unit 3 at Duvha Power Station within the stipulated
contract period. :

3.2.2 The sucessful Supplier accepts the final comract with all conditions
within acesptable time and does not withdraw.

3.3. Financial implications

e -The Board mandate provided for % in respect of the scope of work
tendered for and therefore Dongfang's price is within the Board mandate.
¢ The pricing was eva]ua’sed using the Group Capital Total cost to completion

model.
o The external review conclusmn is hased on a risk view of the results of the above

modelling.

¥

3.4. Human resources implications

Nohe,

i M e e msim e emsimm e mmama gy g swee s e we s
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3.5. Risks {including Environmental, Legal or Contractual risks)

RISK CAUSE LEVEL WITIGATING FACTORS

- (High/Medium/Llow}] | ' .
Failure . to | = Delays in expeditingthe | High o Expediting evaluation,
have a | negoliafion process and negoiiation process' and
slghed conclude and sign 8 conclude contract by 28
contract by contract  before 31 February 2017,
30  March March 2017. _ » Agree on conditions of
2017 ¢ Delay by the chosen| - contrast before the
resulting In |  confrecior to sign the finalisation of negotiations.
Eskcom contract agreement
suffering a2 )
R1.67 '
billion
insurance

penalty.

Award the Cortract by the

éupp[]ers 1 Delay m nofifying { High
‘ 13 March 2017

not- successfut  Supplier

" submitting | resulfing ih a fo allow successiul Suppiier
mandatory | successiul Supplier adequate time to acguire all
requireme not fo have adequate _ documents. ’

e for | time fo get required
coniract documentafion  and

award, approvals,

3.8 Verification by independent party (if applicable)

KPMG has been appointed to provide assurance in the gvaluation and negotiations

process.

4. OTHER APPROVALS REQUIRED

None.
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SIGNED
UMDY 77:03-20VF
—ﬁarﬁes Kaﬁsﬁf/ Date

GENERAL MANAGER {(ACTING)
COMMERCIAL DIVISION

P’risi"{ Gog&‘ﬁer_
GROUP EXECUTIVE {ACTING}:
GROUP CAPETAL

m}@\,@

dw 1 Mabelane
F PROCUREMENT OFFICER

COME@TERC IAL DIVISION

Who hereby represents that the above information
iz correct

'Q?,aéﬁaﬁ

Date '

2@@!@3{@‘?-

Date

Submission prepared hy: Thami Mnguri
ContactNumber: (011) 800 5873
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Y Eskom

The Honourable Ms Lynne Brown MP
Minister of Public Entgrprises

Private bag X15

HATFIELD

0028

Dear Minister Brown
APPOINTMENT OF GROUP CHIEF EXECUTIVE OFFICER
Thé above matter haé referenca,

\/‘3;5 At the last sitting of Eskom’s People and Govarnance Commities on 9 September 2015, which

is the subcommittes of the Board of Directors tasked with dealing with the appointment of

senior executive managers. within Eskom, it was resolved that the appointment of Brian

Molefe to the position of Group Chief Executive Officer of Eskom, bs confirmed as soon as

possikle. ' ' o . :

The rationale for the appointment of Mr Molefe as 3 permanent employss, rather than on a -
secondment basls, is based on the following considerations: - - :

i) Hehas awell-known track record in the market both nationally and abroad for being able
to turnaround ailing comparies and this experience has been demonsirated in the stabllity
and marked improvement in performance he- has brought to Eskom since he joined
5 months ago; | ' - ' ‘

if) His academic background and more particularly, his considerable ﬁnanciai acﬁmen_ has
already been demonstrated in the more positive outjook Eskom, and consequently South
Africa, enjoys with the rafings agencies which are key to addressing the liquidity Issues;

jiiy His hands on approach to operational matters, particularly with regard to maintenance and
. load shedding, at the time of crisis which the .compary found itself in, has made high
performancs in Eskom, not negotiable; o : :

iv}) To support this culfure, he has already revisited the approach to performance
management so as fo instil appropriate levels of accountabifity af all levels of staff thereby
raising the bar on all fronts for his executivé management team to follow;

v) At the same time he has succeeded in hamessing the know-hows and experience of the
current executive management committee In the most optimal manner to address the
issues that have bedeviled the company for too long a time;

vi) During his tenure, he has successfully taken the Board inio his confidence by presenting a
furnaround plan at its meeting of 22 July 2015, which was also endorsed by the Board;

and

Head Oifice

Megawatt Park Masxwell Drive Sunninghill Sandton
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vii) Implementation of this plan has resulted in marked improvements in all areas of the
Eskom operations o
a. A generation mainfenance strategy with minimal load shedding is now in place and
implementation is monitored; ' ,
b. Staff morale is on the upturn and an employes engagement strategy is now in
- place and being rolled out across the country fo all Eskom employess;
c. Eskom’s reputation and brand is being rebuilt with more positive stories in the
media,

Public confidence has increased exponentially and Mr Molefe's abifity to meaningfully engage
the various staksholders of Eskom, including the media, has really stood us in great §tead.

Future strategies have beeh developed and are in the process of being developed for final
consideration by the Board, Most importantly, the quality and clarity of information presented
to Board has improved and he enjoys the full support of the Board. . ‘ , __,

‘Certainty of leadership at the top would allow for stabilising the management team internally -

. .together with allowing him to be able to aftract the requisite skilled professional talent outside
of Eskom fo take up critical roles in Eskom which are vacant at present or may occur in the
future and thereby create the confidence and predictability required of Eskom at this time,

Given the fact that Eskom s the cofe driving force of the South African economy, we are of
one mind that no other person -would at this point be able t9 maintain the current upward
trajectory:that Mr Molefe has placed the company on since his secondment in April this year.
It is with this is'mind that the board unanimously supports his appoinirient. -

Ac':cordingly;: on behalf of the Eskom Board of Ijifectors, [ resorimend to _Honourable Minister
that Mr. Brian Molefe be appoinied as Group Chief Execttivs Officer of Eskom Holdings SOC
ld - ' ' - o R

Should Minister fequire any other information prior to taking a decision on the matter, pleass
let me know.

Yours sincerely

Dr BS Ngubane
INTERIM CHAIRMAN
Date:




VeneteKlel

From: Masenya Selatswa <Masenya.Selatswa @dpegov.za>

Sent: 02 October 2015 02:55 PM

To: Baldwin.ngubane@gmail.com; DanielSM@eskom.co.za; Venete Klein

Ce: Orcilla Ruthnam; Lawrence Nevondo; Keromamang Mhlonge

Subject: Re: Appointment of Chief Exacutive Officer and Chief Financial Officer of Eskom
" Attachments: SKMBT_C36415100214370.pdf

Good day

On behalf of Minister Lynne Brown the Minister of Public Enterprises, kindly find attached a letter on the above
mentloned subject for the attention of Dr B Ngubane, Interim Chairpatson of Eskom,

Please acknowledge receipt. .

Thank you,

~

" Kind regards,

Mr Se!étsWa Masenya
Registry _ '
. Mmrstry of Pubhc Enterprises )

+27(0)12 431 1158 | +27 (0) 21 469 6760 +27 {0) 12 431 1039 | minlstry.registry@dpe.gov.za

1090 Arcadia Street | Inpréch Building | Hatfleld | Pretoria | Switchboard: +27 12 431 1000
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Mr Brian Molefe
Ehlef Execufive Officer
Eskofn Holdings $0C Limited
P.0, Box 10971
Magawatt Ptk
Johznneshury

. Ze0@ . .-

- Tel 011 800 5808
- Fax: 011 800 4938 :
. Emajl; danlelsri@eskomes 28/
.. Beldwin.cgubans@oinai.corn

Dgar ir Molsfe
3 Aﬁboiﬁ’tmang.;a;s Chief Execufive Officer aind Ex 0fficfo Member: of the Eskom
Bezitd of Directors : : : '

I am pleased ti‘:._,infﬁ'rm' you of your appolntment ior Eskom as Chief Executive
Qfficer and ex offiio member of thé Buard of Diregors,

Your sppoiritment to the Eskom Board Is & offleis and therefore the foiiemﬁhg :
stipulations apply: . | S T R

* Your appolntment to the Bbaid shall, irespectivs of any otk feni siipulated .
i any. other agreement, teffnifiats witl immediate effect upon the date of
nefice of terminaffon of employiient 6r notice of resignation or notica of
suspsrisioty: - 3 o

o You shall not be ertiled to any additional remunération, other than that

- provided for in your eontratt of employment as Chief Exacutive Officer of
Eskom; and :

e Al Board getivifles you p:e.r'fﬂrm, including but not limited to preparing for Board
- meetings, travelling timé to and from Board meetings, and participation in
Board activities/résponsibiliies, whether within or oufsids rormal working

S

LT AL T
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hours, are tegafded as official duties and do not require you fo take leave to _\
atterid to thain.

| have requested the Chajrperson fo facilitate, iiv consultation with you, the
élrgn:men’f of your conftact of employment i accordance with the abuve
stipulations. | have no doubt that vou will make a real contnbuﬂon ty the future

suctass of Eskon.

Pledige cotifiim. your acceptance: as ex officio to the Board by signing the attached
stateritent aid refurting a copy 1o myself:

Yours sincersly-

MS ?'--NNE BRQWN ME
MINISTER OF PUBLICENTERPRISES
DATE: pafpfmit

CC: Dr t»'\lgL_llaeﬂ1'e'3=r Interim Chairperson of the Eskom Buard
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public enterprises
REPURLIE Bt COUTH AFRIGA

h » Ifi iy Gaphclty as Chief Executive Officer,
hereby accept the. appoiniment as an ax offio miernber of the. Eskony Board. |
uridettaks: to observe and comply with the principles: and pravisions of &l
legislation relevint fo Eskom, the Protecol on Gomorats Boveriancs and e
- pravisions of the: Shawholders Cormpact betivean the Board of Eskarn and fie
Winister of Pubfic Enfsmtises, to. davete subfiolnt ifie- or the exeeution of my
résponsibilitias, to utiize my skills fo the Best of my abiliy, ts injtiate, develbp and
fipleivierit systems or mechanisms for-the effecliver and Siiiciant misfegsiTiani of
- Eskomn and to maintalri and oliserve the highest slandards. of integrity: and prohity

- inthe execution ofmy responsibliiies, . , '

Wr Brian Mo}efé - _ , . Date
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' Dé‘ﬁ: DrNgubane '

. Eskem

l&};

PUBLIC ENTERPRISES
REPUBLIC UF SOUTH AFKIGA

. Priate S50 X153, Hatfeld, 0028 Tel: 03kad thiarmgn, Fae o v om
Privaiz Beg %8079, Cegs Toiwh' 606G Ve 'G23 401 s37h/THED Foe 027:455 7304481 ivdl

Htsfint Chigirberson

Eskam Holdings SO6 Limilted
P:0; Box 1094

Megawatt Park
Juhantissburg

2000 .

- Tek 011 aﬁ%éo’s

Réx 'éppﬁi‘ntﬁieﬁti of Cﬁi&f Executive ﬁff?ii:'t_é?:‘ arid Chief Finénpial Officer of

Your lotters regéiding the above-mentioned mafter, dated 19 September 2015,
trave reference, | | R -

Subsequent to recelviig Cabinef's endorsenient, | approve the appoiniments of
Mr Brian Molefe as the Chief Executive: Offiesr and Jir Anoj Birigh ds Chiief
Firianicial OFficef of Eskom and ex-olficic Difedters. of the: Eskom Board of
Diresters. Plaasa extand my eéngratyiai'_ign& o Mr Molsfe and Mé Singh:on their
appoiniments. ' . p _

| have enciosed Herswith, letiérs to Mr Molefe and Wit Siigh confisning fheir
appoiniments. Kindly ersure that it is-delivered to and signed after finalising el
appointsnts 1 Eskor,

Thg Boatd muyst ensure that the eniployiient arid performance coniract i& alighed
to maet sirategic ebjscives within, butniot limitsd fo, i following stiputationis:
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o. Thelf appolniment as ex pfficio to the Board shall, iréshective of any other
terth stipliated i any other agreement; Terminate: with Immediate effect
upar date of notfos of termination of employitent, nofies of resignation or
notiee of Suspensior, in fing-with the provisions of the Ma, :

* A3 &% offiels fo the Board, the Exeeulives shall riof by entitied to afy -
sdditionial remunsiation, ofhet thar Hat provided far In the confract of
employment.

o diafililg the contiacts, kindly false with fhe Department i the frdlisatot of the
employment and performance: contract of the GEQ 4fid provide me with & copy within
three (3) months of fhedate of my latter - :

I teims of remuneration; In Nine with the OSE Refungration Guidelines, 1
approve a guatatesd rémuneration: of R7% 035:000.08 for Mr Molsfe and a

guarantsed refmuneration R4,-607 000;00 for M Singhy

| frust fhat thieses Epmoiniments Wil add fo the much heeded leadatship stablity ot
Eskom and furitier entourage the Bosid and CEQ designate te finalise, amongst
Gther imimediate priorittes, the filling of vacanoles at Executive level. o

Yours sincerely .

18 LANNE BROWM, i~
MIIN, _TERfQF.Pﬂlﬁliﬁ ENTERPRISES
DATE: - eaffeass
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M Anoj Singh
Chisf Firigieal Offioer
Eskom Holdifigs SOC Limited
P.0: Box 1091

Megawatt Park
Joheritieshurg

=

00

Tel: Q11 800 5808 - . i
- Fax: U711 8004938 | S
Email; dainjglsin eskory.oo.28/

A B:aldwm.nane_mﬂﬂ.ﬁbm:_

Dear Mir Smgh - | |
Agpolhtmeiit as Ghisf Finarictel Officsy and Ex 0iéia Mepilssr of the Eskom
Board of Diretiors ‘ \ ‘

| am p[;ééséd to inforr your of your appointmisnt to Eskonr ag Chisf Fihangizl

Gfﬁééi’-éﬁd' &x officio member of the Board of Directors.

Your appointmant to the Eskom Board I et offide and therefina the following
stipulations:apply: | -

o Your appointment to the Board shall, lirespective of any other fepm stipulstad
-any Othier agreement, terminats with immetiats sffest upon the date of -
notice of terfination of emplaymient o nofics of resighation- or fiotigs: of
suspensior;

o You shall not bs eriffled fo any addifional remiingration, other fian that
provided for in your contract of employmant as Chigf Financlal Officer of
Egkoy, and ' ‘

s All Board autivities you perform, including hut not im ited for preparing for Board -

meetings, traveliing e o and from Board mestings, and patlicipation In

Board activitles/responsibilitios, whether within or oulside nommal working
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hours, are regarded as official duties and do net raguire you to take ledve fo
afteiid o them, :

| have requestedt the' Chairpatson to facitats, it consuliation wih you, the
alignment of your coniract of amployient agcofdaiice with ihe above
stipulafions; | have no doubt that you will make & real cohtrbution to the futiire
SUCEESs of Eskoni, :

Please confityn your seteptance as ex offidio fo the Board by signing the attached
statement and retuming & copy o myself.

Yours sincerely

MSLYHNE BROVIN P
WINISTER OF PUBLIC ENTERPRISES
DATE:" daltefans S

CC: Dr Ngubane; Inating Chalrperson of the Eskom Board - ,

o




 public enterprises
Beparmesit: '
PiblzEnfapiges
REPUBLICOF SOUTH AFRICA.

A . It my capacily as Chief Financial Officer,

hereby acespt the appointment as an ex offitio member of the Eskom Board. i
underfake fo cbserve and comply with fhie priticibles snd provisions of aff
legisiation relevait fo Eskom, the Protocol o Corprate Gositiante. arid i
provistons of thie Shateholders Compact batweers the Board of Eskom and the
Winister of Publle Entsiprisiss, ta devste sufficient s for-fhe executior of my

- responsibilities, to uflizs my skillets fhe best of iy iy, to. nlfiate, develop and
Inplemerit systems er machanisms for the affsctive s &ffisient managament of
Eskorm and 1 mialitain and observe:the highest siandards of Hitairity 2nd probiy
int the exscution of tig responsibilies. A .

WrAno) Singh - Bats
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2% B ¥gubane
Chairperson

Eskom Holdings 800 Limited
P.0. Box 1087

Metawalt Park
Juhaﬂnasburg

2000

Tek 011800 5808
 Fax 0118004038
Emall: Baldii,nous

il Saldy 1j1 Raivesil com
Bartisl3hiBeskorn, 0, za

Dear Dr Mgubene -

Re: Remuneration of ity 2 Molefe: Chiot Executive of Baiopm

Your lefter regardfng the above-mentionayg matter, dated 15 October 2018, has

feference, .

Afier having ssen the oontrect of smpioyment betwesn Mr Bran Motsfe and
Transnet BOC Limited and fhe feconmmandations of the Boarg, V'herehy approve
the fotal guaraniesd rermunerstion of R7 658 000.00 & Mr Molefs with effect from

the diits of appaintment,

appointment, subjast to the petiod of empioyment belng confrmed, In this megard,
i & my view and that of Cabinet that the periced of employmant ba stipuleted g5

five (8] years, subject to anrua] berfarmsnce revisws,

The specified teim of the employment contraet must also apply fo the Chisf
Financial Officer, '



P leok Torvegrd 2 felw

Ning the draf emplovment contract 8nd performanes
agreamant at reguesteg i the aforementonad letter,

Yours sin Pty
4

Fy

WS Lyl o ye
JANISTER OF PUSLIC EnTempRigs
DATE; i / ﬂ’ 245
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The Hon Ms Lynne Broiwn (MP)
Minister of Public Enterprizss
{nfotech Bullding, Sulte 401
1080 Arcadla Strest

Hatffeld

Pretoria :
0001 | i'

|
|
|

Dear Minister

RETIREMENT ARRANGEENTS ~BRIAN MOLEFE

e

As requesied by the minister, Esltors fs currsntly drafing the Graup Chisf Execufive’s 5 year
contract for the minister s Input.

As part ef the drafiing process, hawever, an importent principle regdrding Mr Muolefe's retitement
fund neads to be addreszed and | reguset the minister’s prior appraval before we suprit the draft

contraot for furlher input.

it is & fact that the prowth in retirerment investients and pensfon funds stiaet off slow but increases '
axnpenentially tewards the end of an employes’s working fife. M. iiolefs hes served in numerous |
high ranking South African erganisations st executiva leval, essantially to stabalise and ensure the f
fufre sustalnabllfty &nd perfemance of those organisations. Due to the nsiure of thess
engagermaris and the short term contraciual ehiigations in Mr Molefe's cass, he has not been able

i benefit from the growih opportunity In & single pensfon fund.
To breach this gap, the following sontractual stipulafions are proposed:

Regardless of bir Molefe age after the 5 year termingtion date, ha be allowed to retirs from

g
Eskom's sarvics on the hasis that he Is aged 83,
» That the penalties presciibad by the Eskom Pendlon and Provident Fund (EPPF) for retirement

prior to age 63, be waived,

[ Hosd Ofce
E Megawatt Park Maavell Brhe Sl.mnmthll Sapdich

- PO Bo¥ L0GE Johenneshing 206D SA
H el +27 44 BOB 2850 Fax +27 11800 5503 siww.eskom.an.e
Eakont Heltings SO0 MY Rop o OUHRISRITA . %
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LUméche idensifler | 224.209

ESKCHM HOLDINGS SOC LTD Document Type | CCHTE
’ €Sk@m BOARD PECPLE & GOVERNANGE Ravision 9
G@&@MQWEE; gNﬂ@@MM!TTEE : Effuctive Date July 2848
Gfiiee of the Company
Saeretary

RESOLVED THAT:

7.4.1 the alignment of the Board fes structura between that of Eskom and Transnet be
recommendsd to the Minister of Department of Public Enterprises for approvai. ,

The Chairperson noted the significant efforts of the Board Chairman fo date to correct the
misaligned Board fee stncture, _

76  Group Chief Executive: Conclusion of contract

Mr Minnsar refminded the meeting that the Minister fiset requested that the contract be
CoRg| for a'5 year petiod and that ghe had also requested fo have oversight over the

cofttract: . In addition, Esiom wes given untll the end of January 2015 fo conclude fhe matter.
A letter. rad however been addressed io the Minister ragartling the refirement of the GCE and

& reSponse Was awalsL

- Mr Minnear noted that & fixed ferm contract of § years at this level was a first for Eskom and
was also not aligned with best practice.” He explained the negafive impact of this on the

- retifement benefits of the relavant individuals (GCE and CFO) and proposed that approval be
granted for remedial aclicn based on past practicss and presedents in Eskom io counter this
impact, which could incfude additional pensionable senice being granted andfor penalties
bei}rlig waived. Mr Mimhasr quoted g number of examples where s had been done In Eskom
inthe past. - B : : : '

Mr Minnaar thereafter spelied out the required resolution noting the cumrent rule that staff over
50-years of age with st least 10 years’ servics were entitled to retira as per the Eskom
Pension and Provident Fund rules, The request was for the Eskom rules to be amended in
respect of executive ditattors with fixed term contracts to make up the sharifail in years, wave
the penalties and refund to fre Pengion and Provident Fund the actual cost relating fo the
additional service. § He explained that refunding the cost would not reflecl as emoluments of
the executive direcior in question as this would constifute a transaction beiween Eskom and

fhe Fund enly with no meney being paid to the individuz).

The Chairperson summerised her understanding of the proposal as far as [t would refate fo
the GCE. In respect of the CFO, the matter would ba more complicated as he would not be
50 years of age at the lime that the fived term contract osme fo an end. The meeting
enquired whether a proposal could be considered for the CFO and tabled for consideration in

due eoursea,

REEGLVED THAT:

7.5.1 the curent Eskom Pensfon and Provident Fund (EPPF) rufe that Employees may
procesd on refiremant frqm age 50 with 10 years' seivics, remains applicablz;

¥

2016-02-09

P&G Commiftee: In-Commities Meeting lL
¢
Sticily Confidential Page 50of 7 . ﬁ/{
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Unigue ideniifier | 221.208
-L ESKOM HOLDINGS S0C LD Documieri Typs _ | SCOTE
E€skom BOARD PEOPLE & GOVERNANGE | Reviston o
COMPMITTEE: IN-COMMITTEE Effiective Date July 2015
Cffica of the Company
Secratary

7.52 in cases where 2p Executlve Director {appointed on a fived iarm conlract) deéide o
fak iy TRt aqd there is a shortfall regarding the EPPF 10 vears' servies

dE actual costs for additional service added, plus penalties applicable
¥ retirement; and

7.5.3 & proposal in respect of the Chief Financlal Officer to ba considered snd submfﬂed fo
the Cammiﬁea in due course, ' '

8 CONFIRMATION OF MINUTES OF THE PREVIOUS MEETING

81 Hinutes of thé Previous Héeting
Refsrence Pocument 8.1z) ‘

The minutes of the In-Committss meeting No. 06-2015/16 held on 22 Oclober 20185, having
heen circulated, ware cansiderad. The Chalrperson requested thet the minutes be carsfully
reviewed fo ensure correciness. Shae noted; for example, an error in the minutes that needed
to be corrected. The Company Saecratary confirmed that tha wording of the relevant iteta would
be revised accordingly. The Chairpérson furthermore neted that discussions areund the tavel
policy and appolntment of Don-executive directors on the boand of subisidiary companies had
been discussed. The Campany Secrelery was requestad {o consider the matter based on the
provisions of the Eskom Memorandum of Inéorporation, ' 5 :

RESOLVED THAT:

8.1.1 the minuies of the People and Governance Commites In-Commitiee meeting No. 08-
£015/16 held on 22 Ociober 2015 are approved &3 an accurate reflection of the

% proceedings, subject o the proposed amendments; and
% 8.1.2 the Chairperson of this meeting is duly authorised fo sign the minutes.

8. MAYTERS ARISING FROM PREVIOUS MINUTES

8.1 Matters arising
Referance Document 6.1(3)

The Action List as ingluded in the meeting papers was MOTED,

10. GEMERAL

Thera were no further matiers for discussion.

P&G Committes: In-Commitise Mesting

2016-02-09
Sticlly Confidaniial Pege8of T | M !f.
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Brian MOLEFE

P. O. Box 18, Comwall Hill, 0178.
mbmi@mweb.co.zd

11 Nevember 2016

Dr. B Ngtihane
Chairman
Eskom SOC
Megawatt Park
. SUNNINGHILL

Sir

est for appreval for ear!y retirement m terms nf the"rules af‘the Eskbm Pensmn Fund read
_rmttee of j;he board dated 09

Br:an MOLEFE
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Mr B Molefe - :
UN: 08102515

Dear Brian

EARLY RETIREMENT

Your letiar dated 11 Novemher 2016 Is hereby acknowledged and 11: [ cenurmed thett your [ast
day in service will be 31 December 2016

In

terms of the nules of the Eskom Pension end Prov:den’t Fund (EPPF) and Board resolutlon,

your: early retirement Is apprqved

The ;oﬂewmg payments ara due to you:

Zmanma FeLaaT .t e*i‘rwe it

Sa!ery up to 31 December 2016 (also refer “Suspense Account” below)
Aceyued leave pay. "
Short Term Bonus caleutated on your Pensnonable Earnmgs {riine months propartional borus
based on a 509 on-target performance).. -
Payments In tarms of the LTI Scheme. Currently, there- are. i:wo grants outsmndlng
accortling to the letter dated November 2016, namely:
o Grant 11 that was awarded in April 2015 and vests i March 2018

‘o Grant 12 that'was awarded in Aprl 2015 and vests i Merch 2019

In terms of the rules of the scheme, the LTI paymerts will be made as soon as possible
after the two vesting dates. Both grants will vest at 50%.

1. Pension Fund
Your early retiremert has besn approved in terms of EPPF rule 28 and 21.4, which means
thet penaliies will be walvered and that potential servics to age 63 is granted. -
Lns mf-';'o--a .
: f""" s et Fann o

- e
o
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Suspense Account

i

To make provislon for any ather unforesean.costs after 'yaur reilrement date, an amount of
“R15,000,00 will be ratgined In a suspense account for this purpose, Costs Incurred’ after

resignation’ fiormally relate to taxable expanses assodated with the Bank Fleet card and
seclrlty services, o L

@cum_@atﬁ@maﬁ Diseases
Any claims against Eskom for occupational diseases is subject to an Eskom exit medical

examination report issued by your nearest Eskom medical centre. Otherwise, no claims will
be considered, - . ;

G_érti_ﬁa:af:ié of Sarvice
A ce‘rt;ﬂéa"te of“'s_ewice covérihg the period of your employment with Eskom will be handed
to you on 31 December 2016, - ' _

Eskom Property

: Any other Eskor equipment: in your possession, Inclufing the fqlibWing should be refurned

: to Brecutive Support (Megawatt Park, C3 1J41) on 31 December 2016.

Ba

Eskom secuiity permit :
Banldfin peirol ¢ard and e-tag
Sainsung Slate

3G card

Eskom has copytight on all docurnents, records and any other miaterial wh!ich you may have
prepared or have come Into possession since your employment starting date with Eskom.
Tt is necessary that this should remain in Eskom’s possassiorn. .

Tox Cartificats

A TRPS tax certiicats In respect of the 2016 / 2017 tax year will be lssued,

I wish you evefy sucoeass for the future,

Yours sincerely

S ()

T




