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Introduction ® €skom

Eskom is like oxygen to the South African Economy. To sustain SA’s
economy, Eskom must be sustained.

However, there are three emerging RISKS threatening the
SUSTAINABILITY of Eskom and the broader SA ECONOMY

1. Infrastructure Theft

2. Electricity Theft

3. Increasing Customer Debt burden 5\‘
ea‘ = 300‘“
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Sustainabllity ®€Eskom

Driving sustainability by managing three key
emerging RISKS in a balanced & integrated way:

Ensure infrastructure is in tact, adequate and reliable to support the economy
Ensure shrinkage and leakages are minimised

Ensure payment for electricity
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The business case ® €skom

Theft Infrastructure theft, illegal connections and non-p ayment - a public domain
consequences risk for Eskom and a National Security of Supply Threat

Capacity Infrastructure and electricity theft impact our capab ility to deliver reliable
limitation energy . Electricity theft does not incentivise customers/consumers to be energy

efficient.

Financial Loss

The considerable revenue loss suffered  deprives Eskom the opportunity to re-
invest in the infrastructure.

Regulatory
Management

In light of impending tariff hikes over the next few years, there is an opportunity for
the South African community to work in collaboration to reduce the unnecessary
leakages in the system.

Reputation Risk

Our reputation is at risk  of being perceived as poor in “leakage” management

Injuries and Loss
of Life

Theft, in particular of infrastructure and illegal connections pose a huge safety
risk to lives , where injuries and fatalities are like to occur.
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Impact on the business ® €skom

* National security threat
* Injuries & loss of life
* Loss of supply

* Loss of income (Eskom and
business)

* Vandalism/damage, loss of assets

* Civil claims

* Compliance with the OHS Act

Incidents 1867 1632

Cost / Loss R35,8m R30,7m
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Challenges ® €skom

Syndicates armed, dangerous and operating all over the country

« Second hand goods market very strong (scrap metal dealers)

» Bread and butter thieves stealing due to socio economic conditions
« Demand for copper and conductor influenced by high prices paid

» Lack of expertise and knowledge by law enforcers e.g. SA Police,
Magistrates, prosecutors, etc

 lllegal connections market very large and strong (stealing air-dac for re-use)
« Community scared of identifying known criminals.

 Lack of awareness and education in the communities
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Risk treatment opportunities ® €skom

» Better improved intelligence network — Risk Spider (Eskom)

¢« ECTC — Eskom Conductor Theft Committee (Eskom)

< CPI - Combined Private Investigators conduct surveillance, line patrols,
investigations (Eskom contractor)

« Training of law enforcers on impact and material identification being conducted
(Public Prosecutors)

« Constructive participation in forums such as Non-Ferrous Crime Combating
Committee (NFCCC), with membership as Business Against Crime (BAC), Organized
Crime Unit (SAPS), National Prosecution Authority (NPA) and other parastatal
organizations

» Scrap dealers disruptive operations conducted.
« Enforcement of the new 2" Hand Goods Act

« Joint ventures with other state owned enterprises — Transnet, Telkom, Mining
Companies, etc.

* Awareness strategy in conjunction with public safety initiatives (Eskom).
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Challenge with revenue collection ® €skom

* It has become evident that a number of customers (including
municipalities and government departments) are finding it difficult to
pay their accounts on time

 Since the recent Economic downturn the South African economy
Eskom has witnessed an increasing trend of liquidations , which
negatively affected many suppliers of goods and services, Eskom
Included. This is more evident in the Large Power sector, but the small
power sector is also affected

e An increase trend in payments being received later than due date
since the last quarter in the last calendar year is also evident, thus
negatively affecting our cashflows
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Strategy for better revenue collection ® €skom

e Personal customer contact

sTargeted reminder calls to customers

*Monitoring of payment arrangements

<Awareness campaigns

» Credit management through disconnections

* Increase deposit requirements and monitor this over time

» Encourage Residential customers to convert to Pre-paid technology

» Effective Stakeholder Management and Partnerships
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Customer payment awareness

® Eskom

campaign

Have you paid
your electricity bill?

Potom
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Utilities globally are faced with increasing costs of production and the value of

Challenge pilfirage is also on the increase. Eskom is not imu ne to this and we need to work
hard to manage this. Eskom lost about in the 2010 Financial Year

i

Action Initiated the Energy Losses Management Programme

arrest negative trend
Improve current energy loss management practices
introduce new strategies

establish acceptable level at which losses should be managed as an
inherent risk of the business

ensure operational sustainability
in support of the Eskom Financial Sustainability Objective

Objective
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Strategic
Objective

Drive behaviour change
towards legal electricity
usage

Arrest upward energy Manage trend at an
losses trend acceptable level

Actions
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“The world Is a dangerous place to
live In; not because of people who are
evil, but because of good people

who don’t do anything aboutit.”

Albert Einstein
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Partnership campaign whose aim it is to mobilise for LEGAL USE OF
ELECTRICITY

* Proudly South Africa

e Eskom

* Business Against Crime
e Crime Line

* Primedia

 SALGA

« BUSA

Campaign theme: “ Sustainability for South Africa’s Growth”

Official campaign to be launched before the year ends
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Objective: Behaviour-change towards legal electric ity usage

Achieved by: Social Marketing Campaign

Pro-active Integrity Based Compliance Based Program
Program

Values, Self-regulation Code of Conduct

Integrity Standard A ho"St'(;] Systems/Controls

Leadership visible R Audits

Awareness, Info, feedback two-pillar Info management

Unity, Commitment strategy Detection

Peers, value drivers Law

Partnerships, mobilisation Policies
Reporting
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South African Chamber of Business and Industry (SAC Cl) could assist by:

2010/10/20

Continuously remind members of the negative impact of cable theft, electricity
theft, non / late payment of bills, on the industry and over all economy of the
country (be the conscience )

Become a partner in Operation Khanyisa, spread the word, lead by example, take
a stand and report any suspicious activity immediately

Ask your suppliers & business partners to do the same

Help us lobby with Government to introduce and apply tougher laws and heavier
penalties on these crime, e.g. in Zambia the law provides that tempering with
electrical network — 3 years prison sentence and theft of cable up to 20 years in
prison.

Negotiate with Government on the speedy application of the new Second Hand
Goods Act.

Strictly regulate the exporting of scrap metal by its members and big business
in the industry.

23



“We did not inherit the earth from our forefathers, we borrowed it from
our children” - King Seattle

“ Ask not what your country can do for you, but what you can do for the
country” - US President, John F. Kennedy

“One is too small a number to achieve greatness” — John C. Maxwell
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