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Annexure 5

a. If the R250 billion debt could be transferred - will that make Eskom
e T TS could be transterred - will that make Eskom
financially viable?

The Corporate Plan compiled and submitted to the shareholder in March 2019
premised this as one of the base principles. Under this assumption in the plan all
financial metrics showed strengthening to a point where, within the 5 year window
contemplated in that plan (FY 2021 to FY 2024), they surpassed acceptable
metrics or showed a strong trajectory to achieve these. In the longer term there
will still need to be ongoing cost control from the Eskom side but, more critically,
the issue needing resolution is that of a tariff path that allows Eskom to recover
prudent operating costs plus allows it a fair return on assets. This clarity of tariff
path is required to ensure Eskom is not only financially sustainable, but also
financially independent. If this price correction daes not take place, then within a
5 to 8 year window Eskom will highiy likely revert to the situation it finds itself in
now. This path can be evidenced in the government support that was obtained in
FY 2016 and the situation faced in FY 2020 — there has been no debt relief nor
tariff correction in the intervening peric;d.

b. GCE’s concluding remarks talks to R70bn obligation — how was the figure
determined — and what is it for?

The GCE was referring to the obligations in respect of the servicing of debt. This
is typically made up of the repayment of the value borrowed and the interest
associated with this borrowing. For the year ended 31 March 201 9, the published
annual financial statements show (in the cash flow statement) that Eskom paid
back R34.4 billion in borrowings and also paid R35.8 billion in interest to lenders,
this totals R70.2 billion. See the highlighted lines in the extract from the FY 2019
AFS below:
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C.

How much is Eskom’s balance sheet currently?

Refer to the extract of the balance sheet from the AFS as published for the
financial year ended 31 March 2019 below.

Eskomy's physical assets (on a historic net book value basis) amounted to R651.6
billion at 31 March 2019 (the end of the 2019 financial year). At the end of the
period:

Total assets amounted to R758.0 biliion

Total equity amounted to R153.1 bilfion

Total liabilities amounted to R604.9 billion

Total debt securities and borrowings , non-current to R387.2 billion plus

current to R53.4 billion which equals the total gross debt Eskom carries of
R440,6 billion

Total current assets to R63.9 billion
Total current liabilities to R108.1 billion
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d. Too much money wasted on contracts, but where is the money needed

most?

Eskom critically needs surplus cash from operations so that it is able to use this to
service debt obligations and to finance capital expenses related to the acquisition
of preduction equipment and plant refurbishment. In this way it can apply
appropriate business practice and restrict itself to borrowing money in an optimal
manner for capacity expansion which generates more future earnings through
either additional sales volumes from existing generating technology or by allowing
for a diversification of generating technology in its production fleet.

e. Staff-layoffs — does Eskom have plans to lay off employees to improve the balance

sheet?

Eskom has no plans to lay off employees other than the voluntary separations
announced earlier in February 2020. R400 million has been set aside to fund
these VSP’s - based on average service vears and average remuneration, it is
expected that between 350 and 450 non-core employees will leave Eskom service
under this offer.

f. Load shedding has bad impact on the country's economy. What is the
impact

Eskom recognises that load shedding has a significant impact on the economy and
the public. During the 2019 financial year there were certain load shedding and
curtailment incidents with the total load reduction determined o be a maximum of
812.2 GWh. These incidents contributed a total of 418.5 hours of load shedding or
curtailment during the year as depicted in the table below.



Load shedding and curtailment impact in FY 2019

Apr-18
May-18 - " i -
18 142 10.0 144 21.9
18 30 - 3.0 33

. Aug-18 - B - -
Sep-18 - - - -
Oct-18 -| - | - -
Nov-18 278 23.8 27.8 349 ]
Dec-18 987 430 98.7 156.4 |
Jan-19 - - - N
Fob10 63.9 62.8 64.8 174.5
Mar-19 200.4 209.9 2099 4212
TotalFY2019 | 4168 | 349.4 | 4185 812.2

Demand (MW) per hour is taken as the estimated energy consumption for that hour
and all hours shed were aggregated to determine the totat energy (MWh) that was
shed for that specific month. This gives an estimated maximum energy
consumption impact for that specific month. It should be noted that the risk in using
these estimates is that it can be too high or too low as the demand to be shed was
a request to the customers and they could have shed more or less during those
hours. These figures are not measured and no feedback from the customers was
obtained to ascertain the amount that was actually shed during the various hours.
Upon instruction from the System Operator to stop load shedding, some load does
not return immediately and this impact has been considered in this estimation.

The amount of energy reduced by mandatory load reduction is estimation and has
been indicated as such. This load reduction is a combination of load shedding and
/ or curtailment, neither of which can be measured. It is also important to note that
the behaviour of customers during and around times of load reduction is not
normal. Herice the esfimated energy reduction is based on how the expected
demand compares against the actual demand supplied.



Kriown variances such as demand behaviour on the day, the time of day, the day
in the week and the season of each reduction event is also compensated for.
Verification is done on the order of magnitude of each event, using the expected
reduction for the relevant stage and duration of load shedding and/or curtaiiment.
Hence the final estimation, although having a margin of error, will give a good
indication of the behaviour and magnitude of each reduction event These
estimated values are aggregated monthly, as shown in the table above.

Load shedding was applied on 30 days during the 2019 financial year as detailed
in the table below. During this period the use of the Interruptible Load Scheme
(ILS) assisted in mitigating the need for further load shedding.

Summam of days of Load shedding during 2019 financial year
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Cost of Unserved Energy (COUE)

COUE is the value (in Rands/kWh) that is placed on a unit of energy not supplied
due fo an unplanned outage of short duration. This is a key input used to inform
key infrastructure and related investment decisions. It is not an estimate of the

o IBl cecisions. [t is not an estimate of the

cost of load shedding. The method assumes outages as irreguiar and of low
likelihood and short duration; and therefore little or no mitigation is possible or

feasible.



Load shedding is planned and customers are forewarned, which changes their
behaviour and thus the total economic impact. Unfortunately, many users
incorrectly use this to estimate the coste of load shedding and doing so would be
incorrect.

Cost of Load shedding and its impact on the Economy

Eskom has not undertaken any current studies on the cost of load shedding and
its impact on the economy. Hence, the impact on the economy has not been
quantified. Given the current developments, there has been a request for such a
study to be undertaken by an independent economic expert to ensure it is
transparent, verifiable and repeatable. This will be undertaken in due course.

in other instances it has been established that the cost of planned load shedding
is a fraction of the COUE — which is for unplanned outage. Thus it has been
established when entities know that they can plan around schedules of load
shedding — the economic impact will be significantly lower than the COUE.



