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FINANCIAL CHALLENGES
• Eskom is the single biggest risk to the South African economy and resolving the security of

electricity supply and reliability must be prioritised.

• Eskom’s high levels of debt pose significant risks to its going concern status and financial
sustainability as well as to the fiscus.

• These high levels of debt continue to place pressure on Eskom’s liquidity due to debt servicing
requirements.

• This has resulted in Eskom not being able to service its debt as the entity does not generate
sufficient operational cash flows to cover its debt servicing costs which places more pressure on
its liquidity.

• Eskom debt reduced by R5.5 billion, bringing total debt securities and borrowings to R396.29
billion as at 31 March 2022, against a budgeted total of R432.35 billion.

• Eskom’s revenue increased to R246.6 billion (March 2021: R204.3 billion) which is attributable to
the growth in the regulatory tariff increase of 15.06% for Eskom customers, and 17.80% for
municipal distributors.

• To date, Government has provided Eskom with equity support of R136 billion from the R230
billion which is made up of R49 billion in 2019/20; R56 billion in 2020/21 and R31.7 billion in
2021/22. Since 2008/09 to date Government has provided Eskom with equity support amounting
to R241.6 billion.

• To enable Eskom to execute its borrowing plan, the Minister of Finance approved a special
dispensation to allow Eskom to access additional guaranteed debt of R42 billion in 2021/22 and
R25 billion in 2022/23, which falls within its existing guarantee facility.

• At 31 March 2022, R322 billion had been committed from the R350 billion government guarantee
facility granted to Eskom.
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OPERATIONAL CHALLENGES
• Eskom’s utilization of OCGTs amounted to R6.4 billion, higher than budget as at 31 March

2022, due to its poor generation performance.

• Eskom’s generation performance continues to experience low levels and unreliable
performance of its power-generating plants mainly due to:

• Delayed and inadequate maintenance; and

• Delays in the commissioning of new plants and faults detected in the new units
commissioned.

• As at 31 March 2022, Eskom’s reported EAF of 62.02% against a shareholder compact
target of 74% demonstrates its poor generation performance.

• This decrease in EAF also reflects a deterioration from the 64.19% reported at the same
period last year which is largely due to an increase in unplanned losses (UCLF), offset by
a reduction in planned maintenance and other load losses (OCLF).

• Eskom’s UCLF continues to be of concern, with UCLF reported at 25.36% against a
shareholder compact target of 14%.

• Eskom continues to experience an increase in partial and full load losses, which have
contributed to the significantly high UCLF.
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ESKOM COMPLIANCE WITH EQUITY CONDITIONS

• For 2021/22, 18 conditions that are attached to the equity allocation have been imposed
on Eskom which are clustered as follows:

❑ Financial conditions: 14

❑ Operational conditions: 3

❑ Restructuring conditions: 1

• To monitor progress towards complying with these conditions, a weekly monitoring task
team comprising of officials from National Treasury, DPE and Eskom was established.

• In reviewing compliance with these conditions, National Treasury considers areas where
Eskom fully complied, not complied and partially complied with the required information:

❑ Fully complied means that all the required information was provided.

❑ Not complied means the information was not provided or dates were not met.

❑ Partially complied means that the information provided did not meet National
Treasury’s requirements and therefore Eskom has to submit additional supporting
information in order to fully comply with the conditions.

• As at 28 February 2022, Eskom complied with all these conditions and provided the
required information.
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REVENUE CHALLENGES AND UNBUNDLING 
PROCESS
• The High court ruled that NERSA acted unlawfully in rejecting Eskom's revenue application

which was submitted on the 2 June 2021.

• NERSA was directed to evaluate the application for the 2022/23 financial year in accordance
with the MYPD methodology.

• Eskom is still pursuing part B of the case which deals with setting aside the entire NERSA
decision with regards to the remaining 2 years of the revenue application.

• It is still unclear whether the NERSA will conclude its proposed new revenue methodology in
time to enable Eskom to make its revenue application and table the tariffs before 15 March
2023.

• Eskom made progress in its unbundling plan by establishing and corporatizing its National
Transmission company and is now awaiting the response from NERSA on its Transmission
licence.

• Engagements have also commenced with the lenders to request consent for the transfer of
assets into the National Transmission Company.

• PFMA applications have been submitted to DPE and National Treasury for the establishment of
the Distribution Company.

• DMRE has also is considering the public submissions received on the proposed Electricity
Regulation Bill.

• Eskom has began the due diligence for the establishment of the Generation subsidiary.

• The deadline to complete the legal separation of both the Distribution and Generation
subsidiaries is the 31 December 2022.
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Soutfrican Post Office (SAPO)

Background

• SAPO has historically struggled with defining its strategic role as a commercial enterprise, operating

within a rapidly changing ICT environment, whilst balancing its distinct developmental mandate.

• Although a number of reforms have been implemented and SAPO’s mandate was strengthened to

provide the basis for SAPO’s turnaround, the entity continues to struggle with its commercial

revenues.

• Currently the SAPO Act is in the process of being finalised by the shareholder for amendments to

further strengthen SAPOs mandate.

• SAPO continued to struggle in the fourth quarter with economic recovery remaining sluggish, with

revenue and business recovery being negatively impacted. Expenditure has continued to outstrip

revenue, further escalating financial challenges and weakening organisational performance.

• SAPO in consultation with DCDT have finalised SAPOs new strategy (The Post Office of tomorrow)

which aims to turn the business around in light of the technological changes that had forced the entity

to lag behind.

• Although the implementation of the new strategy has commenced, it remains challenged due to the

funding requirement on a number of key projects which underpins the strategy.

• SAPO has implemented its Voluntary Severance Packages, which has reduced the number of

employees by 790 employees of which 650 were through VSPs taken by employees, remaining 140

was through natural attrition.

SOUTH AFRICAN POST OFFICE
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Soutfrican Post Office (SAPO)Financial Update as at 31 March 2022

• SAPO’s financial position continues to be severely constrained and cash flow is managed very

closely.

• A net loss position of R830 million was reported against the projected net loss of R368 million,

a negative variance of R462 million (125%) and has deteriorated against PY by R363 million

(78%).

• Revenue performance was reported at R860 million which is below budget by R404 million

(32%) and has decreased from PY by R196 million (19%).

• The expenditure target of R1 742 million was not achieved with the actual performance of R1

845 million, above budget by R103 million (6%), and has increased from PY by R215 million

(13%).

• Creditors including accruals amount to R4.4 billion and includes a salary debt of R150 million

for the period April 2020 to February 2021.

• No government guarantees are currently in place for SAPO

• No further funding has been allocated to SAPO in 2022/23.

SOUTH AFRICAN POST OFFICE
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SASRIA 

• Sasria requested a total equity injection of R22 billion as it had insufficient
reserves to settle claims that arose from the July 2021 unrest.

• The equity injection is also expected to assist Sasria to maintain a minimum
solvency cover ratio (SCR) of 100% as legislated by the Prudential Authority.

• Following the equity injection, Sasria is solvent and liquid. Thus, a going
concern.

• Going forward, in order to diversify its revenue and build up its capital reserves
Sasria is exploring several avenues which will require structural changes i.e.
reviewing distribution channels (direct selling), introduction of new products
(require legislative changes and several approvals to be in place) etc.

• Sasria’s estimated value of claims is R34.29 billion, as of 19 May 2022.

• Of the total claims received, R23.36 billion has been paid to date.

• Sasria reported that its SCR will recover to an estimated 120% by June 2022,
and also projects to achieve a SCR of 166% as at March 2023, with all the
initiatives being implemented.

• NT continues to monitor the progress Sasria has made in the settlement of
claims received, through engagements and reports submitted by the entity.
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South African Airways (SAA)
Background

• NT was requested to provide quarterly updates to Parliament on the utilization of the R2.7
billion allocation to SAA subsidiaries.

• The R2.7 billion allocation to SAA subsidiaries forms part of the R10.5 billion that was
allocated to SAA during the 2020 MTBPS.

• However, the Second Adjustments Appropriation Act specifically and exclusively
earmarked the entire R10.5 billion for the implementation of SAA’s business rescue plan.
Hence, the R2.7 billion could not be transferred to the SAA subsidiaries since the
subsidiaries were not under business rescue.

• The Special Appropriation Act provided the following funding for each subsidiary:

o South African Airways Technical SOC Ltd (SAAT) – R1 663 000

o Mango Airlines SOC Ltd (Mango) – R819 000; and

o Air Chefs SOC Ltd (Air Chefs) – R218 000.

• SAA has exited business rescue as at 30 April 2021 but the airline remained under care
and maintenance until September 2021 when it resumed operations.
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Mango

• On 10 August 2021, the South Gauteng High Court granted the Board of Directors’ application to place
Mango under voluntary business rescue.

• The Business rescue plan was subsequently published on 29 October 2021.

• Of the R819 million allocated to Mango, R100 million was transferred to the airline for the payment of
the July, August and September 2021 salaries as well as to cover the costs of developing the Business
Rescue Plan.

• During November 2021, an amount of R320 million was transferred to Mango for Voluntary Severance
Packages and other Restructuring Costs.

• The remaining R399 million was transferred on 31 March 2021 and will be utilised to
restructuring/business rescue.

South African Airways Technical (SAAT)

• The full R1.663 billion allocated to SAAT has been transferred to the entity and utilized as follows:

o R704.2 million was used to pay long outstanding salaries to employees for the period September
2020 to July 2021.

o R79 million for the purchase of spares.

o R879 million will complete the restructuring process and provide working capital for the business.

• SAAT continued to incur losses however the resumption of flights by major customers, SAA and Comair
have resulted in an increase in customer activity for heavy maintenance work and the upward trend is
expected to continue into 2022 and beyond

South African Airways (SAA)
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Air Chefs

• The lifting of travel restrictions has resulted in the recommencement of
operations of some of Air Chefs key customers such as Kenya Airways, SAA,
Rwanda Air and Air Peace will have a positive impact on Air Chefs going forward.

• The full R218 million has been transferred to Air Chefs and has been utilized as
follows:

oR107 million for the payment of employee salaries for the period April 2020 to
July 2021.

oR111 million for the restructuring of Air Chefs.

South African Airways (SAA)
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Airports Company South Africa
• Funding/Support Already Provided

o Government supported ACSA through the purchase of preference shares of R2.3 
billion in 2020/21

• Challenges

o ACSA revenue generation was severely impacted by travel restrictions and the grounding of

airlines.

o ACSA passenger volumes are expected to recover to pre-pandemic levels by 2026/27.

o The entity is now focused on improving its aeronautical revenue as well as greater

diversification of its revenue base by focusing on non-aeronautical revenue

o ACSA has incurred a loss (unaudited) of R1.47 billion for 2021/22. However, this in an

improvement on the loss of R2.56 billion which was incurred in 2020/21.

o No additional fiscal support will be required for the foreseeable future with ACSA expected to

start generating net profits from 2023/24
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Land Bank
• In December 2021, the Minister of Finance appointed the new Land Bank Board, which will

oversee the restructuring of the Land Bank. The Board is currently working on developing

a business case for the curing of the debt default and strategy for the future of the Land

Bank.

• The current CFO is now acting as the CEO of the Bank, after the CEOs departure in April

2022. The process to recruit the new permanent CEO is underway.

• The last version of the Liability Solution was rejected by lenders. The Board is currently

developing a new Liability Solution which is planned to be concluded and implemented by

30 September 2022. The Liability Solution includes several initiatives aimed at

strengthening the ability of Land Bank to deliver on its development mandate and

enhancing the long-term sustainability of the institution, while seeking to prevent any

financial losses to lenders. It involves negotiations between the Land Bank and its lenders

with support from National Treasury.

• The R7 billion recapitalization transfer to the Land Bank will not happen until the Land

Bank and the lenders agree to a Liability Solution.

• The FY2021 Land Bank’s Annual Financial Statements were concluded and, in May 2022,

tabled in Parliament.
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Land Bank
• Performance of the banking operations have improved notably year to date (YTD: 31 December 2021),

generating a profit of R1.3 billion, however the profit is mainly due to credit impairment provision releases of
R1.1 billion driven by client settlements. Excluding the impairment releases the Bank has made a profit of
R129.8 million.

• Net loans and advances decreased to R22.1 billion YTD due restricted disbursements and customer
settlements as clients leave Land Bank for funding with other institutions.

• NPL’s increased by R363 million (3.0%) to R12.4 billion YTD, mainly due to clients migrating from Stage 1 and
Stage 2 and also Unigro accounts that were not reviewed resulting in them rolling to Stage 3. This has
resulted in the non-performing loans (NPL) ratio increasing from 32.5% reported as at 31 March 2021 to
45.6% at 31 December 2021. The Land Bank has indicated that it has implemented a NPL remediation plan,
overseen by the Credit and Investment Committee of the Bank in order to actively drive collections as well as
remediate customer loan accounts where possible.

• In October 2021, the Land Bank made a capital reduction payment of R2.7 billion to the SA Lenders reducing
debt owed to these lenders from R27.2 billion to R24.5 billion. Total debt owed to international lenders is R4.8
billion. A 4th capital reduction is currently being implemented and will result in a cumulative debt capital
reduction of 42.84% (R14 billion) of the original amount outstanding to South African lenders.

• Cash and cash equivalents were R8.9 billion as at 31 December 2021 which is an increase of R3.3 billion
from the R5.6 million recorded on 31 March 2021. The increase mainly comprises of R12.3bn collected from
clients as well as other income of R452.5m. This was partially offset by customer disbursements of R867.4
million, and capital and interest repayments of R8.6 billion and R427.0 million utilised in running the operations
of the Land Bank.


