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Gskom

SUBMISSION BY THE CHAIRMAN OF THE BOARD OF ESKOM
TO THE ZONDO COMMISSION OF INQUIRY

I, the undersigned,

JABULANE ALBERT MABUZA

do hereby make oath and say that:

1. I am the Chairman of the Board of Eskom Holdings SOC Limited ("Eskom"). Eskom has

been requested to answer certain questions posed by the State Capture Commission of

Inquiry ("the Commission"). As the Chairman of the Board of Directors of Eskom ("the new

Board") I have been asked by the new Board to make this Submission on behalf of the new

Board.

2. In providing a response to the Commission Eskom has placed its personnel and resources

fully at the disposal of the Commission and in this regard the Commission has interviewed

various personnel from Eskom and has received statements from these personnel. The

Commission has also informally requested and received a substantial volume of documents

from Eskom. Much of this is documentation that has also been provided to the various other

investigations and enquiries mentioned below. Some of the requested documentation has

been attached to the statements and have already been given to the Commission by

individuals interviewed by the Commission. An index of additional documents submitted to
l
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the Commission is attached as Annexure B. In addition, Eskom is providing a flash disk

with information to the Commission that is relevant to the matters specifically addressed in

this Submission and is listed in Annexure C.

3. This Submission focuses on informing the Commission on the steps that the new Board has

taken since its appointment. In so far as historic matters are concerned these are generally

not within my own personal knowledge and experience or that of other members of the new

Board.

4. This Submission provides an overarching framework and high-level summary of the matters

which the Board has been asked to consider, it references the statements submitted by

individuals (current or previous Eskom personnel) in response to the Commission's

questions. These statements, however, by their very nature reflect the personal perspective

of the individuals in question and are not Eskom's position or formal response to the

Commission's questions and are not incorporated into this Submission itself.

I. BACKGROUND AND INTRODUCTION

5. On 2 November 2016, the Office of the Public Protector of the Republic of South Africa

released a "Report on an investigation into alleged improper and unethical conduct by the

President and other state functionaries relating to alleged improper relationships and

involvement of the Gupta family in the removal and appointment of Ministers and Directors

of State-Owned Enterprises resulting in improper and possibly corrupt award of state

contracts and benefits to the Gupta family's business", being the "The State of Capture

Report".
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6. Among the recommendations made in The State of Capture Report was that a commission

of inquiry headed by a Judge nominated by the Chief Justice of the Republic of South Africa

should be established by the President to investigate matters raised in The State of Capture

Report pertaining to malfeasance and maladministration in state owned companies.

7. Eskom is listed as a major public entity in terms of Schedule 2 of the Public Finance

Management Act No.1 of 1999 ("PFMA"). The main business and objective of Eskom is to

provide electricity and related services including the generation, transmission, distribution

and retail thereof. Eskom is one of the state owned companies that are mentioned in The

State of Capture Report.

8. Pursuant to the release of The State of Capture Report and after much public disquiet and

scrutiny regarding The State of Capture Report, the President of the Republic of South

Africa appointed a Judicial Commission of Inquiry Into State Capture, Corruption and Fraud

In the Public Sector Including Organs of State in terms of section 84(2)(f) of the Constitution

of the Republic of South Africa by way of Proclamation No.3 of 2018 published in the

Government Gazette of 25 January 2018 (Government Gazette No. 41436).

9. The questions attached as Annexure A were posed to Eskom on 29 October 2018 (the

"Commissions Questions").

II. CONTEXT FOR THIS SUBMISSION BY THE CHAIRMAN OF THE NEW BOARD ON
BEHALF OF THE NEW BOARD

10.The new Board was constituted on 19 January 2018, as set out in paragraph 15 below.

11. The members of the new Board face some difficulty in providing an "Eskom" response to

the Commission's Questions as the majority of the persons involved in these issues are no
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longer in the employ of Eskom. Furthermore, the Board members themselves do not have

personal insight into the matters undertaken before their tenure.

12. There are a number of ongoing public investigations into the matters covered by the

Commission's Questions. These include those conducted by Public Protector (in respect

of The State of Capture Report), the National Treasury investigations as reflected in the

Final Report: Forensic Investigation into Various Allegations at Transnet and Eskom in

respect of Tender Number NT 022-2016 RFQ26-2017 commissioned by National Treasury

and conducted by Fundudzi in November 2018 and the ongoing investigation of the Special

Investigating Unit ("SIU"), the Parliamentary Report of the Portfolio Committee on Public

Enterprises on the Inquiry into Governance, Procurement and the Financial Sustainability

of Eskom, dated 28 November 2018, the Directorate for Priority Crime Investigation (the

"Hawks") and the work undertaken by this Commission.

13. Eskom is cooperating with all relevant authorities regarding these ongoing investigations.

The new Board needed to strike a balance between addressing the past problems at Eskom

and moving forward to build a strong, solvent, motivated organization able to carry out its

public mandate. The new Board has undertaken multiple "clean up" and consequence

management processes related to past practices (described further below), these relate to

a myriad of past governance failures and not all are related to matters within the

Commission's mandate. In the context of all of the ongoing external enquiries and

investigations the new Board did not consider it a prudent use of Eskom's limited resources

to commence with multiple forensic investigations of the matters related to state capture in

an instance where this may hamper the process, or lead to a duplication of efforts of the

investigations already underway. The new Board has been advised that the SIU has

requested that Eskom does not conduct further investigations into the matters relating to
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state capture as this may interfere with and impede with the SILJ's ongoing criminal

investigation and may hamper official evidence collection efforts. As such, the new Board

does not necessarily have specific insight into these matters beyond what is in the public

domain and what has been specifically uncovered in the context of disciplinary processes

and other internal audit recovery processes detailed further in this document.

14. The new Board has however undertaken a number of disciplinary processes and measures

of reform in order to address the past unlawful practices and governance failures within the

organization. Information on these is also provided with this Submission.

Appointment of the New Eskom Board Members in January 2018

15. In terms of the Eskom Conversion Act 13 of 2001 and the Companies Act 71 of 2008 ("the

Companies Act"), Eskom is a public company and the sole shareholder of Eskom is the

Government of the Republic of South Africa. In accordance with Eskom's Memorandum of

Incorporation, the Government as the sole shareholder, acting through the Minister of Public

Enterprises, has the exclusive power to appoint directors of Eskom pursuant to the

provisions of section 66(4)(a)(i) of the Companies Act and section 63(2) of the PFMA.

16. At the time of the Board's appointment to Eskom on 19 January 2018 the company was

undoubtedly facing one of the most difficult times in the organisation's 95-year history,

experiencing a tumultuous year, characterised by weak financial ratios, coupled with

leadership and governance issues. A number of the challenges were widely stated to have

stemmed mainly from the qualified audit incurred in the year ended 31 March 2017, which

were due to:
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a. incompleteness of the irregular expenditure information in terms of PFMA

requirements;

b. the many allegations of financial mismanagement and corruption against executives

and senior management; and

c. a myriad of other issues related to lapses in governance processes and other internal

controls.

17. These challenges, amongst others, were widely stated as the biggest contributors to the

deterioration of confidence in Eskom by financial markets which constrained access to

funding, leading to a liquidity crunch and consequently being a contributory factor towards

serious concerns regarding the long-term financial viability and the going-concern status of

the group. Eskom needed to raise loans of R20 billion in the period 1 February 2018 to 31

March 2018 after having had no access to funding since July 2017.

18. It was against this backdrop - in the wake of various ratings downgrades, facing a potential

JSE delisting of its bonds and funders calling for change in governance structure and

leadership that the then Deputy President of the Republic of South Africa, Mr Cyril

Ramaphosa announced the appointment of a new Board and Interim CEO on 20 January

2018 with a clear mandate to stabilise Eskom and to deal decisively with governance

lapses.

19. The non-executive directors and members of the Board of Eskom in January 2018 were as

follows including their dates of appointment:

Name of Director

Jabulane Albert Mabuza

*Jacky Molisane

Date of Appointment

19 January 2018

19 January 2018

Resignation Date

n/a

18 September 2018
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Dr Pulane Molokwane

Sifiso Dabengwa

Busisiwe Mavuso

Nelisiwe Magubane

Sindisiwe Mabaso-Koyana

Dr Rod Crompton

*Mark Lamberti

*George Johannes Sebulela

Professor Malegapuru Makgoba

Professor Tshepo Mongalo

Dr Banothile Makhubela

23 June 2017

19 January 2018

19 January 2018

19 January 2018

19 January 2018

19 January 2018

19 January 2018

19 January 2018

8 December 2017

8 December 2017

23 June 2017

n/a

n/a

n/a

n/a

n/a

n/a

6 April 2018

19 October 2018

n/a

n/a

n/a

Note: Directors whose names bear asterisks have since resigned for various reasons, which

will be shared with the Commission herein below.

20. Mr Mark Lamberti resigned on account of a High Court judgment which suggested that he

discriminated and ill-treated a black woman and overlooked her for appointment when she

was suitably qualified and had the requisite experience for the job.

21. Ms Jacky Molisane resigned owing to a decision taken by the Minister of Public Enterprises

not to have any of his staff as Board members of state owned companies.

22. Mr George Johannes Sebulela resigned as a result of an undeclared conflict of interest

related to his company, Sebtech (Pty) Ltd.
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What the New Board Found at Eskom

23. Immediately after its appointment in January 2018 the Board was confronted with the

following challenges at Eskom:

• liquidity crisis with no access to funding;

• unsatisfactory sales revenue generated by Eskom;

• low investor confidence as evidenced by the credit rating downgrades;

• increasing municipal and Soweto debt;

• deteriorating EBITDA margins;

• ballooning capital expenditure;

• high operating expenditure;

• high debt servicing costs;

• high costs of maintenance;

• a myriad of allegations of mismanagement and corruption against Senior officials;

• breaches of the PFMA and lapses of governance systems and controls;

• delayed financial results on the back of going concern challenges; and

• low staff morale.

24. Eskom is a major driver of the South African economy and its direct impact on the South

African GDP as a result of its operational and capital expenditure is approximately 3%.

Eskom is a key driver of the development of new industries in South Africa, both through its

localization programme and by providing electricity for the establishment of new

businesses. It is also one of the largest employers, employing over 48 000 people directly,

and one of the largest buyers of goods and services in the country.
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25.The extent of the challenges was almost insurmountable. However, the Board decided to

prioritise the following critical and inter-related issues seen as underpinning stabilisation:

a. addressing the many governance-related matters as a matter of urgency - this was

also a key condition to solve our lack of access to funding;

b. finding solutions to the liquidity issues in the face of credit downgrades and zero

funding appetite by markets; and

c. releasing the then delayed interim results and in the process addressing the "going

concern" issues which were at risk of triggering defaults on existing funding facilities.

26. To pass the "going concern" test, Eskom needed to be liquid and solvent. To meet its

financial obligations, it needed to be capitalized. To obtain external capital, the providers of

capital needed to gain comfort, not only about Government support and the new Board

appointments, but in regard to action that was also going to be taken to improve the

corporate controls and more importantly to deal decisively with the many allegations of

malfeasance and corruption against a number of its executives and management.

27. In line with the above and to execute on its mandate, the Board looked to expedite

investigations into the said allegations and to take corrective action within the legal

framework. Immediately disciplinary processes were instituted against certain managers

and are set out in the section below.

28. The Board also became aware that there were also various commercial transactions and

disciplinary proceedings that were worrisome. The Commission has specifically asked

Eskom for information regarding The New Age Media transaction and the Optimum Coal

Holdings Limited ("Optimum") and Tegeta Exploration and Resources (Pty) Limited

("Tegeta") (Brakfontein Colliery) transactions. Others identified by the Board and referred

to in this Submission include the McKinsey/Trillian transactions, dealings between Eskom
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and Impulse International, Nkonki, the Huarong transaction. Others such as the SAP and

T-Systems transactions previously raised in the public domain will be dealt with by Eskom

at a future date. Although the Commission has not requested information on these at this

stage, these are briefly discussed herein and can be canvassed in more detail if required

by the Commission in future. There could well be other transactions of relevance and

interest to the Commission and Eskom will provide all relevant information on such other

transactions as requested by the Commission.

III. CORPORATE GOVERNANCE PROTOCOLS AND PRACTICES FOLLOWED BY THE

NEW BOARD

29.A set of the relevant Eskom Policies and Procedures referenced in this document is

included in Annexure D of this Submission.

30. As is explained elsewhere the new Board's mandate is to stabilize Eskom. In its first year

the new Board has undertaken this mandate through numerous interventions within the

organization and taken forward this mandate across the various committees of the Board.

In this regard the following is a record of the meetings held by the Board and Board

committees since January 2018.

BOARD

19

ARC
Audit &

Risk
Committee

11

BTC
Board
Tender

Committee

9

IFC
Investment
& Finance
Committee

7

P&G
People &

Governance
Committee

8

SES
Social,Ethics

&
Sustainability

Committee

3

STRATCOM
Board

Strategy
Committee

4

TOTAL

61

10
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Probity checks required to be undertaken by the appointing authority

31. In accordance with Eskom's Memorandum of Incorporation, the Shareholder appoints

Board members. The appointment process as well as fit and proper testing of directors is

conducted by the Department of Public Enterprises ("DPE") and guided by the:

a. Protocol on Corporate Governance in the Public Sector and Board induction and

orientation toolkit- issued by DPE.

b. Handbook for the appointment of persons to Boards of SOE's and state controlled

institutions- issued by the Department of Public Service and Administration.

Probity checks required to be undertaken by Eskom

32.Eskom is required by section 217 of the Constitution and section 51(1)(iii) of the PFMA to

have an appropriate procurement and provisioning system which is fair, equitable,

transparent, competitive and cost effective. In order to ensure and manage full adherence

to the legislative provisions above and the principles of the King IV Report, all potential

conflicts of interests must be declared by suppliers and employees in the prescribed

manner. Such declared interests must then be assessed to ensure that they do not

prejudice the procurement process or negatively influence it in any manner. For this reason,

probity reviews and other related reviews are performed to identify and report potential

conflicts of interests and other risks throughout the Eskom procurement value chain.

33. At present, probity reviews are performed by the Assurance and Forensic Department of

Eskom for all transactions valued at R500million and above. The Assurance and Forensic

Department provides an assurance function in respect of compliance with legislation,

policies and procedures, in accordance with Eskom's Code of Ethics The Way Policy'. The

11
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probity reviews are performed to identify conflicts of interests between the supplier's

directors and members, and officials of the Eskom governance and approval committee

(board, board tender committee, Exco tender committee and divisional tender committee),

cross functional team members (employees involved in the procurement transaction),

commercial team members and all their respective spouses/partners. The probity also

extends to any shareholder of the supplier who has a shareholding interest in excess of

20% (20% being the percentage that is considered reasonable to balance the number of

shareholders reviewed and cost of the reviews).

34. Probity reviews are also performed for modifications (no modifications as to contract value

are conducted but only for extension of time) for transactions entered into with Eskom

subsidiaries or any state owned companies and any sole source. The Eskom group

commercial department performs ad hoc probity reviews on commercial staff from time to

time.

35.The Eskom Secretariat Management Procedure is attached as Annexure E.

Declaration of Interests required by Board members

36. The new Board members of Eskom are aware of the obligations imposed on them by the

Companies Act in so far as declaration of personal financial interests and management of

conflicts pertaining to those personal financial interests are concerned.

37. The new Board members of Eskom are also aware of the provisions of section 75(5) of the

Companies Act which provides that if a director of a company, other than a company

contemplated in subsection (2)(b) or (3), has a personal financial interest in respect of a

matter to be considered at a meeting of the Board, or knows that a related person has a

personal financial interest in the matter, the director-

12
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(a) must disclose the interest and its general nature before the matter is considered at the

meeting;

(b) must disclose to the meeting any material information relating to the matter, and known

to the director;

(c) may disclose any observations or pertinent insights relating to the matter if requested to

do so by the other directors;

(d) if present at the meeting, must leave the meeting immediately after making any

disclosure contemplated in paragraphs (b) and (c);

(e) must not take part in the consideration of the matter, except to the extent contemplated

in paragraphs (b) and (c);

(f) must not execute any document on behalf of the company in relation to the matter unless

specifically requested or directed to do so by the Board.

38. In addition to the provisions of the Companies Act dealing with personal financial interests,

the new Board of Eskom is aware of the Conflict of Interest Policy and the Declaration of

Interest Procedure of Eskom. The policy statement of the Conflict of Interest Policy (32-173)

of Eskom, which is contained in paragraph 2.1, provides as follows:

"2. Policy Content

2.1 Policy Statement

Eskom subscribes to ethical values and legal principles. This requires that
Eskom, its directors, employees, customers and suppliers to act with integrity and
create public confidence by conducting business in a fair, impartial and
transparent manner. For this reason, Eskom makes every effort to ensure that
conflicts of interest do not compromise or are not perceived to compromise its
business decisions and actions.
Eskom is also committed to fair, objective and transparent business dealings, and
for this reason care must be taken when accepting or offering any business
courtesies. Business courtesies are used to build good relationships and are

13
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offered as a kind gesture and to show courteousness or respect and may only be
offered or accepted for these reasons.
The employee and director have the obligation to declare and manage conflict of
interest. This process is critical to ensure that the objectivity and integrity of the
employee or director are not compromised, that the employee or director acts in
Eskom's best interest, and that Eskom avoids situations where it can be accused
of improper or unfair conduct.
In support of its vision, values and statutory responsibilities, Eskom will take all
steps within its reasonable control to manage conflict of interest throughout

Eskom."

39. Despite the clear and unambiguous provisions of the Conflict of Interest Policy of Eskom,

the practice before January 2018 among Eskom employees, executives including erstwhile

directors was the opposite. In terms of the Conflict of Interest Policy (and paragraph 2.6.2

of the Declaration of Interest Procedure), the monitoring of declarations submitted by the

Board of Eskom rests with the Chairman of the Board, supported by the Company

Secretary. The Conflict of Interest Policy clearly sets out the manner and nature of the

declarations which are required to be made in respect of conflicts of interest, including that

all conflicts of interests, directorships, related or inter-related persons must be disclosed

and such conflicts must be managed appropriately and responsibly. Importantly, the

employee or director may not participate in any decision relating to the matter in which there

is a conflict.

Declaration of Interests required of Board members prior to meetings:

40. The pro forma agenda in respect of procurement transactions is sent to Assurance and

Forensics and Governance to conduct a probity check and investigate for any conflict by a

Board member.

41. In the event that there is a potential, perceived or actual conflict of interest, the Chairman

of the Committee and the Group Company Secretary are advised. The Chairman then

discusses the matter with the conflicted Board member. The treatment thereof is then in

14
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terms of section 75 of the Companies Act. Should a conflict be identified, the Board member

will not be provided with the information pertaining to that matter and will be required to

recuse him/herself from the proceedings when the matter is discussed.

Declaration of Interests required of Board members at meetings:

42. The procedure for declaring conflicts of interest at meetings is set out in the Declaration of

Interest Procedure. • Directors of Eskom, including Executive Directors, have access to an

electronic declaration of interest register through the Board website. * In terms of this

procedure, Directors are required to disclose a conflict of interest in respect of a matter to

be considered at a meeting, before the matter is considered at the meeting, together with

any material information related in respect of that matter. 3

43. Board Members complete and sign a declaration of interest form before the commencement

of every Board and Committee meeting. Further, the Board member is required to verify the

information provided on the current Declaration of Interest form at every meeting. This is

to ensure that the information at hand is current and that there are no conflicts, which may

have arisen immediately prior to the meeting.

44. In addition to completing and signing the register, the Board members are required to

formally state as part of the meeting proceedings if they have any conflict in relation to

matters being discussed in the meeting as stated on the agenda or any items that may be

agreed to be added to the agenda. In accordance with paragraph 3.1.2.2 of the Declaration

of Interest Procedure, "Declarations of Interest" is a standing agenda item at all Eskom

1 See paragraph 3.1.2 of the Declaration of Interest Procedure.

2 see paragraph 3.1.1.1 of the Declaration of Interests Procedure,

'paragraphs 3.1.2.1.1 and 3.1.2.1.2 of the Declaration of Interests Procedure.

15
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Board and Committee meetings to ensure that members have an opportunity to consider

and declare any conflicts, as well as to discuss issues of ethics they might have at the start

of each meeting. Any conflicts are recorded as part of the proceedings and in accordance

with Eskom's policies and procedures and the applicable legislative and regulatory

guidelines.

Declaration of interests required of Board members after meetings:

45.The register is reviewed by the designated Ethics Officer in the Office of the Company

Secretary to establish whether there are any changes that members may have indicated on

the register. If there are any changes, the electronic register is updated.

46. An electronic web based system is available to any of the Board members and can be

accessed at any time to update and amend the information. This enables any member to

access their own or other member's interest should the need arise. This is monitored by the

designated Ethics Officer to ensure that records are up to date.

Declaration of interests required by employees and related conflicts

47. Whilst the policies and the law sought to deal with the declaration of personal financial

interests, the Board discovered that it was a norm at Eskom for employees including

executives to be directors and shareholders in entities who were also suppliers to Eskom

without declaring these interests. Some executives would even receive directors' fees

without disclosing the fees to Eskom.

16
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48. Based on the Special Investigating Unit Report under Proclamation No.R2 of 2012 which

was finalized in December 2017 but only released to Eskom on 4 October 2018 by the

President of the Republic of South Africa through the Minister of Public Enterprises, some

3 475 (three thousand four hundred and seventy five) Eskom employees have faced

disciplinary action for having failed to declare their personal financial interests over a

number of years.

49. The new Board on 24 January 2018 passed a resolution prohibiting any Eskom employee

from being a director and shareholder in entities that are suppliers to Eskom. The Eskom

employees had to decide whether they wanted to be employees of Eskom or suppliers to

Eskom, as they could not have it both ways. This decision culminated in numerous

resignations by Eskom employees as directors from these supplier entities with some

employees instead resigning from Eskom to pursue their business interests. As a result of

this discovery, the new Board engaged the services of Bowman Gilfillan Inc. trading as

Bowmans to assist with a review of the conflict of interests' policy to align it to international

best practice. The revised conflict of interest policy is currently going through the internal

governance structures of Eskom for approval.

50. In addition to the foregoing, the new Board took a decision that the Board members must

not be involved in bidding for Eskom tenders and further that all Eskom employees, starting

with the executives and senior management should be subjected to lifestyle audits. To this

end, Edward Nathan Sonnenbergs Inc. trading as ENS Africa was appointed in July 2018

to conduct lifestyle audits of executives including senior management and Eskom awaits

their final report before the end of March 2019. The interim report has revealed that some

executives have thus far refused to comply with the instruction to submit themselves to a

17
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lifestyle audit. Consequently, disciplinary proceedings are being brought against such

employees.

IV. INITIAL DISIPLINARY PROCESSES UNDERTAKEN BY THE NEW BOARD

51. When the Board took office in January 2018 there were Executives who had been identified

in the public domain and in internal investigations undertaken previously within Eskom

whose disciplinary processes had not been actively pursued by the previous Board.

52. The following Executives were facing serious allegations of misconduct, some believed to

be linked to the controversial state capture related transactions and as such the process of

finalizing their respective disciplinary processes was of critical importance:

a. Matshela Koko (Former Acting Group Chief Executive and former Head of
Generation)

b. Edwin Mabelane (Former Chief Procurement Officer)

c. Charles Kalima (Former Acting General Manager Sourcing)

d. Anoj Singh (Former Chief Financial Officer)

e. Prish Govender (Former Head of Group Capital)

f. Abram Masango (Former Group Executive Group Capital)

g. Suzanne Daniels (Former Company secretary and Head of Legal)

53. Except for Abram Masango and Suzanne Daniels all the other executives mentioned above

resigned from Eskom in the face of disciplinary processes that were instituted. As a result

it was only the initial charges against Mr Masango and charges against Suzanne Daniels
18
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that were tested in an independent disciplinary process, these processes are discussed

below.

54. Mr Maritz the former Acting Group Chief Executive was also placed in suspension and

resigned shortly after the new Board took office and his disciplinary process is also

discussed below.

55. The following table summarises the processes followed in relation to these executives

facing charges in January 2018 - details on other executives who have faced disciplinary

action since January 2018 are dealt with in different parts of this submission:

1.

2.

3.

Individual
Mr MM Koko
Former Acting Group Chief Executive and
former Head of Generation
(Formal charges made against Mr Koko in
2018 related to various matters including
failure to give an honest account to
Parliament, disclosure of confidential
information to a third party, McKinsey and
Trillian and conflicts of interest. Additional
charges brought in 2017 related to
Impulse dealt with at discredited
disciplinary hearing. Further charges
related to Optimum and Tegeta have
emerged since Mr Koko resigned and are
under investigation by the authorities.)

Mr M Maritz
Former Acting Group Chief Executive,
and former Chief Information Officer
(Charges related to HEA/Huarong,
McKinsey and Trillian)

Mr A Singh
Former Chief Financial Officer
(Charges related to various matters
including Optimum/Tegeta, Trillian and
McKinsey and conflicts of interest.)

Hearing date
Suspended 29 January
2018.
Detailed charges and
evidence bundle provided
7 February 2018
Disciplinary hearing
scheduled for 16 and 17
February 2018
Mr Koko resigned with
immediate effect half an
hour into the disciplinary
process.

Suspended 31 January
2018
Detailed charges provided
26 February 2018
Disciplinary Hearing
Scheduled for 8 and 9
March 2018
Mr Maritz resigned with
immediate effect 27
February 2017.

Suspended 2017
Resigned with immediate
effect 22 January 2018.

Status
Completed
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Koko for losses
suffered as a result of his
actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Completed
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Maritz for
losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Completed - no referral
to CCMA.
Outstanding matter:
Eskom to determine
whether it has a claim
aqainst Mr Singh for

19
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4.

5.

6.

Mr P Govender
Head of Group Capital
(Charges related to Trillian and
McKinsey.)

Mr E Mabelane
Chief Procurement Officer
(Charges related to Trillian and
McKinsey.)

Mr C Kalima
Former Acting General Manager Sourcing
(Charges related to Impulse, Trillian and
McKinsey.)

Suspended 2017.
Reinstated after
suspension at the end of
December 2017.
Resigned with immediate
effect approximately 24
January 2018.

Suspended 2017
Letter of Termination sent
24 January 2018 following
ultimatum.
22 February 2018 referral
to the CCMA for unfair
dismissal seeking
reinstatement.
Offered reinstatement and
disciplinary hearing
seeking summary
dismissal. Offer refused.
CCMA arbitration not
pursued within the relevant
time period. No
communication since 14
March 2018.

Suspended 2017
Resigned 23 January 2018
Claimed constructive
dismissal.
Initiated a CCMA process
and reinstated following
offer of disciplinary
hearing.
Final charges and
evidence bundle provided
to him 24 April 2018.
Resigned 30 April 2018
with immediate effect.

losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Completed - no referral
to CCMA.
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Govender for
losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Completed
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Mabelane for
losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Completed
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Kalima for
losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.
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7.

8.

Mr A Masango
Suspended Group Executive Group
Capital
(Mr Masango's initial charges were
unrelated to the Trillian, McKinsey, HEA
and Impulse matters.)

Ms S Daniels
Company Secretary and Head of Legal
and Compliance
(The charges related to Optimum/Tegeta,
Trillian and McKinsey, sharing of
confidential information with a third party
and PFMA breaches related to payments
on behalf of Mr Ben Ngubane.)

Suspended 2017
Disciplinary Charges put to
him on 27 February 2018
Disciplinary Hearing heard
in March 2018 before
Independent Chairperson
from the Johannesburg
Bar.
Independent Chairperson
found Mr Masango not-
guilty and he was
reinstated in May 2018.
Further charges put to him
in November 2018.
Resigned with immediate
effect 16 November 2018.

See below.

Completed
Outstanding matter:
Eskom to determine
whether it has a claim
against Mr Masango for
losses suffered as a result
of his actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Ongoing
Outstanding matter:
Eskom to determine
whether it has a claim
against Ms Daniels for
losses suffered as a result
of her actions.
Criminal case under
investigation related to the
relevant transactions and
all relevant information
shared with the
authorities.

Ms Suzanne Margaret Daniels - Head of Legal and Company Secretary

56. As this matter progressed to a disciplinary hearing it is set out separately in this Submission.

57. Ms Daniels was on suspension with full pay when the new Board was appointed. She had

approached the CCMA to challenge her suspension alleging that her suspension was

substantively and procedurally unfair and the CCMA subsequently ruled in her favour and

ordered that she be reinstated in March 2018.

58. Due to new and further evidence emerging, Ms Daniels was again placed on suspension

on 19 March 2018 and subjected to a disciplinary hearing facing four charges of: (1)

distribution of confidential and proprietary information belonging to Eskom to a third party
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who ought not to have received the information, this was reasonably believed by Eskom to

be to Mr Salim Essa, a Gupta associate; (2) authorizing Eskom to pay the legal fees of Dr

Ben Ngubane pertaining to a Parliamentary enquiry into his role as the SABC Chairperson

from Eskom funds; (3) her involvement in the Tegeta guarantee and prepayment for coal

and various other transactions which extended the contractual dealings of companies in the

Optimum and Tegeta group with Eskom; and (4) her involvement in the McKinsey and

Trillian transactions, such as supporting payments to Trillian and settlement of the matter

in the face of legal advice.

59. An independent chairperson, Adv. Nazir Cassim SC, was appointed to preside over Ms

Daniels' disciplinary hearing and after the hearing he found Ms Daniels guilty on 20 July

2018 on all four charges. Ms Daniels was summarily dismissed on 20 July 2018 as

recommended by Adv. Cassim SC.

60. Adv. Cassim SC in his findings further recommended that the Eskom Board should consider

the role played by suppliers to Eskom such as Cliffe Dekker Hofmeyr ("CDH") in the Tegeta

and McKinsey transactions. In considering this the Board took a decision that Eskom

should sever ties with CDH. CDH is currently not a supplier to Eskom.

61. Ms Daniels is currently challenging her dismissal in the CCMA and referred Adv. Cassim to

the General Council of the Bar.

Other disciplinary processes

62. The Submission has highlighted in the preceding section the disciplinary action taken

immediately upon appointment involving Executives within Eskom. There were many other

disciplinary processes which were undertaken during the Board's first year in office related
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to questionable activities taken at all levels of the organization. Some of these are

discussed in the sections that follow in this document and are included in the discussion of

processes concerning individuals involved in Tegeta and Optimum transactions and the

Impulse transactions (amongst others). The Submission also mentions below certain

individuals involved in specific transactions in case the Commission wishes to call the

relevant individuals or wishes to obtain more information where this is relevant to the

specific transactions.

V. FIDUCIARY BREACHES AND PFMA BREACHES BY PREVIOUS BOARD

MEMBERS AND EXECUTIVES

63. In the internal and external processes undertaken by Eskom to date, specific breaches of

the fiduciary duties and obligations found under the PFMA of the previous Board of Eskom

have been revealed and indicate that certain members of the previous Board and

executives played an intrinsic role in ensuring that payments were advanced in

circumstances where they should not have been advanced.

64. These breaches have been raised by Eskom where relevant in the context of the litigation

and disciplinary processes which Eskom has initiated, including the Eskom Review

Application (brought in the North Gauteng Division of the High Court under Case Number

22877/18) and the Koko and Daniels, disciplinary charges and hearings (the other

disciplinary matters did not progress beyond the stage of the levelling of charges). These

records will all be made available to the Commission.

65. The breaches identified related to a wide range of transactions including the Optimum and

Tegeta transactions, the McKinsey and Trillian contracts and payments and the Huarong
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transaction. A number of the records and recordings of the Board Tender Committee

meetings and Board meetings which were accessed for purposes of these litigation and

disciplinary matters, reveal the corporate governance failures within Eskom at the time and

reveal the breaches of duties by a number of individuals within Eskom including members

of the Board and Board Tender Committee. All implicated Board members had left Eskom

by the time the new Board took office.

66. For the reasons set out above, once the relevant disciplinary processes discussed herein

were completed and all implicated Executives had left the organization the Board handed

the full record of such proceedings and related documentation over to the relevant

authorities and to avoid duplication and fruitless expenditure did not undertake further

independent investigations into the actions and omissions of the executives and previous

Board members. Eskom has however opened its records up to the Commission and other

State investigative bodies to allow all relevant investigations to be undertaken and is happy

to offer further assistance in this regard.

VI. DEFICIENCIES WITH PAST PROCUREMENT SYSTEMS:

Modifications and expansion of Eskom supplier contracts generally

67. A particular deficiency in past practices that has been investigated and dealt with by the

new Board is the manner in which the Eskom procurement policy framework allowed for

contracts that have been concluded for various products and services to be modified or

expanded within the legal and policy framework.

68. In practice such modifications and expansion can take the form of any of the following:
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a. time modifications being amendments to the envisaged duration to completion of a

contract project or delivery of a service;

b. value modification being a change in the originally quoted and contracted value of a

project, product or service outside of any contingencies that may have been provided

for;

c. expansion of the agreed contract scope; and

d. any other changes to what the originally contracted service offering or product

including any related costs thereto.

69. Whilst modifications and expansions in themselves are not an incorrect or unknown

practice, the volume and values of these became a cause for concern for the new Board,

in light of the following:

a. The definition of a modification in terms of the policy had no limitation which resulted

in the new Board being asked to approve modifications as much as 300% of the

original contract provisions.

b. This means there was a culture of poor planning and contract management to begin

with which amounts to poor business practice.

c. This also lead to governance risks in that while contracts are approved in line with

the Delegation of Authority but the modifications are not looked at in aggregate and

as such not escalated to the correct approval platforms.

70. The new Board believes there is a high risk of mismanagement in that contracts may be

priced incorrectly so as to obtain approval at lower levels of the delegated authority, with

subsequent modification that see values increase to levels that, had they been priced in

initially, would have required approval at higher levels of authority including the Board itself.
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71 .The modification and expansion of contracts were a norm and not an exception at Eskom.

Contracts were not managed properly and processes to replace existing contracts in a

timely manner were not followed, because of the strong possibility that existing contracts

would be extended or modified.

72. The previous Board was often under pressure to approve modifications and expansion

because the contracts in question are for the so called 'essential services' which if not in

place may have an adverse impact on the business' ability to effectively run operations.

73. In the past, modifications and expansions of contracts were undertaken without the National

Treasury approval. Please see attached hereto a schedule of modifications and expansions

of contracts for the period 2016 to 2018 marked Annexure F.

74. There was neither a culture nor a practice of consequence management relating to these

transgressions - seemingly because this was considered a normal business practice.

75. The new Board, in light of the above and as a part of its clean-up programme, took a

resolution to cease entertaining any modifications and/or expansions to contracts without

sufficient justification of their exceptional nature. It also decided to enforce consequence

management for breaches of governance and the PFMA.

76. Pursuant to this, 1049 historical cases relating to modifications and expansions of contracts

were identified and reported to the new Board and to the Parliamentary Standing Committee

on Public Accounts ("SCOPA") on 28 August 2018 attached. 822 of these 1049 cases have

since been addressed through disciplinary processes resulting in 97 employees exiting

Eskom. A remainder of 227 of the 1049 cases are not yet finalised. See Annexure G for a

progress report on these processes.

26

JAM-026



77.The new Board found that Eskom's policies allow for what is termed "emergency

procurement" which tended to be the tool used by executives when there was a push back

by the new Board on approving modifications.

78. In response to all of the above, the new Board resolved to complete an overhaul of the

procurement policy framework to ensure that it is supportive of the required business and

financial discipline and less conducive to financial mismanagement and ill business

discipline. This work is currently underway.

79.The new Board and Eskom management are also working closely with the National

Treasury to align the policies of Eskom to the National Treasury practice notes and ensure

adherence to the PFMA.

VII. SPECIFIC CONTRACTS ON WHICH THE ZONDO COMMISSION HAS REQUESTED

INFORMATION

The New Age Media (Ptv) Ltd

80. The new Board has not undertaken any independent investigation of the New Age Media

(Pty) Ltd contracts which were not current when the new Board commenced.

81. Individuals who have knowledge of this matter have been asked to cooperate with the

Commission and have had various interactions with the Commission. Various statements

of the individual's knowledge of the matter have been submitted to the Commission, and

these individuals would be able to provide further information and clarification if required.

These will include statements from Mr Pieter Pretorius (Senior Manager: Corporate Affairs

Division), Mr Freddy Ndou (formerly employee of Eskom - Divisional Executive: Strategy
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Support) and Mr Chose Choeu (employee of Eskom at the time he made his statement -

Divisional Executive: Corporate Affairs Division). Of these individuals only Mr Pieter

Pretorius remains in the employ of Eskom, Mr Ndou and Mr Chose are no longer employed

by Eskom. I understand that the Zondo Commission is obtaining additional statements from

various individuals.

82. The new Board has been able to establish the following which has been shared with the

authorities, the SIU and the Hawks are conducting further investigations:

a. The New Age Media (Pty) Ltd ("TNA") was introduced to Eskom through the office

of the then Group Chief Executive, Mr Brian Dames, by Messrs. Nazeem Howa,

Jacques Roux and Ajay Gupta. The TNA had a newspaper publication whose

circulation figures could not be verified through the Accredited Bureau of Circulation

("ABC").

b. TNA was introduced to Eskom and became a supplier without an open procurement

process through the Media Shop, a supplier to Eskom, and the arrangement between

Eskom and TNA was disguised as a sponsorship agreement. The first so called

sponsorship contract was entered into in 2012 for over R10 million.

c. The corporate affairs division ("CAD") of Eskom in 2012 neither had a strategy nor a

budget targeted at the kinds of services TNA offered, but the budget was

nevertheless found through the then Group Chief Executive Officer's office paying

for televised breakfast shows on SABC2, two 10 seater tables and 6 pull up banners

at these breakfast, events. This was contrary to section 38(2) of the PFMA.

d. The Public Protector on 3 September 2013 sent a letter to Eskom querying the funds

spent by Eskom on TNA publications. Her view was that it was fruitless and wasteful

expenditure. This view was disregarded by the then Eskom executives.
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e. The second so called sponsorship contract between Eskom and TNA was also not

procured through an open tender process. Instead it was executed by Eskom directly

with TNA and valued at R1.2 million. Mr Chose Choeu signed on behalf of Eskom

for four breakfast shows.

f. In 2014, Eskom, acting through Mr Colin Matjila who at the time was the Interim

Group Chief Executive of Eskom executed a three year so called sponsorship

contract with TNA valued at R43.2 million.

g. To date the new Board has not taken further action regarding this matter which was

not an ongoing matter when it took over but will follow the recommendations of the

SIU and or the Zondo Commission in this regard.

Optimum and Teqeta

83.Eskom's dealings with Tegeta from approximately 2013/2014, Tegeta's acquisition of

Optimum in 2015/2016 and Eskom's further dealing with the companies in the Optimum

group thereafter have been the subject of numerous enquiries and investigations, including

this latest investigation by the Commission.

84. Eskom has supplied a large volume of documentation to these various enquiries and

investigations including to the Commission. The list of additional documents supplied to

the Commission is attached as Annexure B.

85. The new Eskom Board has not undertaken any further independent investigation of

Eskom's dealings with Tegeta, Tegeta's acquisition of Optimum and Eskom's further

dealing with the companies in the Optimum group. These transactions were however

relevant to and canvassed in the disciplinary proceedings and charges levied against

29

JAM-029



various people who have been dismissed or are no longer in the employ of Eskom, these

include:

a. Matshela Koko (various positions including Group Executive: Commercial &

Technology, and / or Group Executive: Generation, and/ or interim Group Chief

Executive resigned at the commencement of his disciplinary hearing into a range of

disciplinary charges including related to communications with external parties

reasonably believed to be Gupta associates. As Mr Koko resigned he did not face

the further charges that emerged after the Board was able to access Eskom's

records which showed Mr Koko's collaboration with various parties including private

email communications with Department of Mineral Resources ("DMR") officials,

communications with Mr Eric Wood and Mr Salim Essa regarding the R1,68 billion

December 2015 prepayment/guarantee, Mr Koko was shown to be involved in the

facilitation of this prepayment/guarantee internally and externally. Mr Koko is also

implicated in a number of other dealings between Eskom and Gupta associated

companies and their facilitation of his travel to Dubai);

b. Anoj Singh (CFO resigned in the face of disciplinary charges, implicated in the issue

of the R1.68billion guarantee in December 2015 without Board approval and the

facilitation of the prepayment of R659 558 079.00 in April 2016);

c. Ayanda Nteta (resigned in the face of disciplinary charges, the supply of coal fell

under her portfolio at the time, and was involved in preparing the submission made

to the previous Board in respect of the prepayment of R659 558 079.00 which was

issued and various other dealings detailed in the Fundudzi report to National

Treasury dated November 2018);
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d. Edwin Mabelane (various positions including Chief Procurement Officer employment

terminated, involved in preparing the submission made to the previous Board in

respect of the prepayment of R659 558 079.00 to Tegeta for coal);

e. Suzanne Daniels (various positions including Senior Manager to the Office of the

Chairman, Company Secretary, Head of Legal, dismissed following guilty finding of

independent disciplinary hearing on a range of charges including preparation with Mr

Koko, Mr Singh, Mr Mabelane and Ms Nteta of various Board and Board Tender

Committee submissions related to the Optimum and Tegeta matters, such as

involvement not previously disclosed in preparing the April 2016 Board Tender

Committee prepayment submission and the procurement of a guarantee of R1.68

billion for Tegeta from Eskom in December 2015; communication with external

parties reasonably suspected to be Gupta associates regarding these and other

matters; failure to disclose the involvement of Mr Eric Wood/Regiments

Capital/Trillian in advising on the December 2015 submission to the Board for the

prepayment of R1,68billion to Tegeta in April 2016);

f. Maya Bhana/Naidoo (General Manager - Office of the Chief Financial Officer)

resigned in the face of an impending disciplinary process. Involved in and facilitated

many of the Optimum, Tegeta, McKinsey and Trillian and Huarong payments and

related transactions (amongst others).

Brian Molefe also appears to be implicated in this matter particularly the decision not to

negotiate with Glencore regarding Optimum but left the employ of Eskom before the

matter was properly canvassed. In addition, it appears that Regiments Capital/Trillian

advised on the prepayment/guarantee of R1.68billion and various communications and

arrangements were made between Eric Wood (who is also implicated at the heart of the
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Trillian / McKinsey matter), Mr Koko and Mr Singh, in order to facilitate this in December

2015.

86. Of specific relevance to the Commission is the evidence and information which was found

in emails on Eskom's server regarding communications between Mr Koko, Ms Daniels and

members of the Eskom Board with third parties including persons reasonably believed to

be associates of the Gupta family such as Mr Salim Essa and Mr Naseen Howa regarding

these transactions and Eskom's public position on these transactions from at least July

2015 to August 2016. These server emails also show the involvement of Regiments

Capital/Trillian (which was owned by Mr Salim Essa), represented by (amongst others) Mr

Eric Wood in the formulation of these transactions and advice to the Board on the

transactions in December 2015. In addition, the letter from the DMR in December 2015

which 'required' Eskom to prepay for the coal from the Tegeta/Optimum mine, was shown

to be constructed between Ms Daniels, Mr Koko and an official from the DMR by way of an

e-mail to the DMR official's private e-mail address.

87. Individuals still within Eskom who have knowledge of this matter have been asked to

cooperate with the Commission and have had various interactions with the Commission.

Various statements of the individual's knowledge of the matter have been submitted to the

Commission, and these individuals would be able to provide further information and

clarification if required. In this regard Eskom is aware of statements prepared by Dr Mark

Van der Riet, Mr Dan Mashigo, Mr Gert Opperman and Mr Snehal Nagar. Eskom

understands that the process of taking statements is ongoing.

88. A criminal case was opened regarding this transaction at the Sandton Police Station. The

SIU and the Hawks are conducting further investigations.
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89. The SIU issued proceedings in December 2018 to set aside certain of these contracts but

to date Eskom has not been updated on these proceedings by the SIU and is in the process

of sourcing the relevant information.

VIII. ADDITIONAL CONTRACTS WHICH ARE RELEVANT TO THE ZONDO

COMMISSION

90. The new Board understands that the Commission's Questions posed to date are the first

phase of its investigations and further matters will be dealt with in future. This section deals

at a very high level with additional transactions in which the new Board has identified that

previous executives and Board members allowed third parties particularly associated with

the Gupta group of companies and others to unlawfully influence its decisions and or to

facilitate substantial unlawful payments to parties within the Gupta group of companies.

McKinsey and Company Africa (Ptv) Ltd ("McKinsey") / Trillian Management Consulting

(Pty) Ltd (and other Trillian group companies) ("Trillian")

91. This matter is an important one for investigation by the Commission as substantial

payments were made to a Gupta owned company unlawfully and without Eskom receiving

value.

92. This matter has previously been investigated in some detail by Eskom and a detailed record

of all documentation relevant to it has been prepared for the purposes of the Review

Application which Eskom launched in March 2018. The full record and pleadings of this

matter will be provided to the Commission with this Submission and is included in Annexure
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C. This matter has also featured in a number of the disciplinary processes which Eskom

undertook including those detailed below.

93. This matter involved numerous executives and Board members from Eskom in irregular

activities. The matter concerned the misuse of the sole source basis of procurement of

suppliers and the irregular and unlawful awarding of the contract to McKinsey for the

provision of consulting services, (including under the Master Services Agreement ("MSA"))

and irregular and unlawful direct payments to Trillian which was apparently owned by Gupta

associate Salim Essa.

94. The various contracts were negotiated and concluded without Eskom engaging in any open

and competitive tender process. Under the MSA, McKinsey was to receive risk based

remuneration entitling it to a share of any savings it secured for Eskom. This was a

substantial departure from the National Treasury's Instructions for the remuneration of

external consultants, but Eskom failed to seek or obtain National Treasury's approval for it.

In addition, this matter pertains to unlawful and irregular payments effected by Eskom to

Trillian with the connivance of a number of executives and the approval of Board and Board

Tender Committee members when there was no contract between the two and no existing

subcontracting arrangement between McKinsey and Trillian.

95. McKinsey was paid over R1 billion in "settlement" despite the substantial irregularities with

the contractual and internal approval processes which were known at the time of the

settlement. Trillian was irregularly and unlawfully paid R600 million without a contract with

Eskom or McKinsey when the irregularities were known at the time of payment. Eskom,

working together with the Asset Forfeiture Unit of the National Prosecuting Authority

("AFU"), managed to recoup a payment of R902 274 123.31 on 7 July 2018 from McKinsey
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with an additional R99 741 407.00 on 23 July 2018 towards interest. In total Eskom

recouped R1 002 015 530.31 from McKinsey.

96. Eskom, in March 2018 launched a review application at the Gauteng Division, Pretoria High

Court aimed at setting aside its own decisions in terms of section 1(c) of the Constitution

and recovering all funds paid out under the unlawful transactions. With the payment of

R1 002 015 530.31 received from McKinsey Eskom is pursuing the recovery of R600 million

irregularly paid to Trillian. Eskom, working with the AFU and Interpol are also looking for

Trillian's assets at other jurisdictions outside the country.

97.This matter and charges related to this matter have featured in the disciplinary processes

regarding at least the following Eskom Executives and Employees:

a. Mr Matshela Koko (various positions including Group Executive: Commercial &

Technology, and / or Group Executive: Generation, and/ or interim Group Chief

Executive resigned at the outset of his disciplinary hearing at which he faced charges

related to this transaction including initiating and facilitating Eskom's sole source

dealings with McKinsey in September 2015, initiating and facilitating dealings with

Trillian between July 2015 and December 2015, including with Mr Eric Wood and

approving, alternatively failing to prevent payments to Trillian in February 2017 in the

face of knowledge of their unlawfulness while Acting Group Chief Executive and

carrying the Board mandate for these payments);

b. Mr Anoj Singh (CFO resigned in the face of charges related to this transaction

including Eskom's sole source dealings with McKinsey in September 2015,

supporting various payments to McKinsey and Trillian in February 2017 in the face

of knowledge of their unlawfulness);
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c. Mr Edwin Mabelane (various positions including Chief Procurement Officer

dismissed in the face of charges related to this transaction);

d. Mr Prish Govender (various positions including Executive: Group Capital resigned in

the face of charges related to this transaction);

e. Ms Suzanne Daniels (various positions including Senior Manager to the Office of the

Chairman, Company Secretary, Head of Legal, dismissed following guilty finding of

independent disciplinary hearing on a range of charges including facilitating and

supporting payments to Trillian in December 2016 and February 2017 in the face of

knowledge of their irregularity and unlawfulness.)

f. Mr Sean Maritz (Interim Group CEO charged for his withdrawal of a letter of demand

to McKinsey and Trillian and his involvement in undermining efforts to deal with these

unlawful transactions, resigned with immediate effect.)

g. Maya Bhana/Naidoo (General Manager - Office of the Chief Financial Officer)

resigned in the face of an impending disciplinary process. Involved in and facilitated

McKinsey and Trillian payments and related transactions (amongst others).

98. Criminal cases have been opened regarding these transactions at the Sandton Police

Station. This case is currently being investigated by the SIU and the Hawks.

Impulse International (Ptv) Ltd ("Impulse") / ERI and Eskom

99.This matter involved emergency purchases through round robin approvals by Eskom

Executives, sole source procurement and fraudulent subcontracting. Eskom employees,

particularly Mr Matshela Koko colluded to ensure that Impulse enjoyed unfair and continued

enrichment at ERI (a subsidiary of Eskom) and at Eskom across multiple power stations
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using their influence and position. Mr Matshela Koko, a group executive of Eskom and

member of the ERI Board at the time failed to declare an interest that his step daughter was

a shareholder of Impulse which was a beneficiary of lucrative contracts at ERI and Eskom.

100. A discredited disciplinary process in late 2017 cleared Mr Koko of charges related

to Impulse but this remains under investigation by external parties and Eskom is

cooperating in all such investigations.

101. Eskom took steps in July and August 2017 to terminate all agreements with Impulse and

related companies.

102. Various disciplinary processes were followed and are ongoing against individuals within

Eskom, across various power stations and ERI who allowed and facilitated Impulse

transactions. More information on these disciplinary processes can be provided if

necessary.

103. A criminal case was opened against employees involved in the fraudulent scheme. The

SIU and the Hawks are investigating this matter further.

104. Please let us know if you would like us to make any documentation available to the

Commission regarding these transactions.

Nkonki Inc. Accountants (KPMG amongst others)

105. It appears that Eskom executives sought to unduly influence the appointment of Nkonki

Inc. Accountants as a subcontractor. Nkonki Inc was shown to be acquired by Gupta

associates in approximately 2016/2017.

106. Eskom has concluded an investigation regarding Nkonki Inc's appointment as a

subcontractor by KPMG. There may have been other questionable subcontractor

appointments for Nkonki and enquiries into this are ongoing.
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107. Eskom paid R63 005 770.00 to Nkonki Inc. as a subcontractor to KPMG which was

flagged as an irregular expenditure.

108. A criminal case has since been opened regarding this transaction at the Sandton Police

Station. The SIU and the Hawks are investigating this matter further.

109. The New Board noted the weaknesses on panel approvals and management of

subcontracting processes and enhanced the control systems in the panels.

110. Please let us know if you would like us to make any documentation available to the

Commission regarding this.

Huarong

111. Eskom commenced negotiation with the Chinese Huarong Energy Africa Proprietary

Limited ("HEA") regarding a finance agreement styled as an Asset Development

Framework Agreement ("ADFA") in late 2016 for funding from Huarong Asset Management

("Huarong"), one of the largest asset companies from China. The relationship between

HEA and Huarang was not clear.

112. An RFI process was undertaken during this period. HEA submitted a response to this

RFI but Eskom officials engaged with Huarong and HEA prior to this and concerns were

raised internally with this process.

113. A Request for Proposals process was also followed in 2017 which in May 2017

authorized negotiation but not conclusion of an agreement with HEA. However, prior to this

the former CFO, Mr Anoj Singh, signed a term sheet in March 2017 binding Eskom to a

US$1.5 Billion facility.
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114. Under ongoing pressure from Mr Ben Ngubane the Chairman of the Eskom Board at the

time and following a meeting with Ms Lynne Brown, former Minister for Public Enterprises

the former Interim Group Chief Executive of Eskom, Mr Sean Maritz, executed the ADFA in

October 2017 (shortly after Mr Johnny Dladla was removed as the Interim Group Chief

Executive Officer) in the face of internal advice against this and without the requisite

authority and approvals from the board, the Minister of Public Enterprises or National

Treasury. The ADFA was for a framework to enable future negotiation on a

US$ 500 000 000.00 asset development loan facility with Huarong ostensibly to assist with

Eskom's liquidity position at the time. Mr Maritz also signed a Fee Letter on the same day

committing Eskom to an immediate payment to HEA of US$21 888 000.00 or approximately

R340 million.

115. Both Mr Singh and Mr Maritz resigned when they were confronted with this transaction,

the latter after the commencement of a disciplinary process in which charges were made

against him related to the conclusion of the ADFA and Fee Letter. No payments were made

to HEA under the Fee Letter.

116. Eskom does not consider itself bound by the ADFA or the Fee Letter and this was

communicated to HEA by the newly appointed CEO Mr Phakamani Hadebe.

117. This case is currently being investigated by the SIU and the Hawks.

118. Please let us know if you would like us to make any documentation available to the

Commission regarding this transaction.
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Dongfanq

119. This matter is the subject of ongoing assessment and investigation including by the SIU

and the Hawks.

120. Eskom awarded the tender for the Duvha Unit 3 Recovery Project to Dongfang after an

open tender. The contract was signed on 28 March 2017. Alstom t/a General Electric (GE),

an unsuccessful tenderer, brought an urgent court application against Eskom to stop Eskom

and Dongfang from implementing the contract awarded to Dongfang pending the review

application which seeks to set aside the award. Murray & Roberts Shanghai Electric

Consortium (MRSEC), another unsuccessful tenderer, intervened in the application for the

same purpose.

121. The BEE Commission also issued a draft report with findings that Dongfang did not

comply with the BBBEE Act on 12 March 2018. The recommendation made in this draft

report have been implemented by the New Board.

122. The matter is still proceeding in the Pretoria High Court and additional information can

be made available on request.

IX. CONCLUDING COMMENTS BY THE BOARD

123. The new Board's observation is that there was previously a culture of corrupt practices,

mismanagement and malfeasance that has been inculcated in Eskom by certain individuals

in Eskom over a period of time. The issues of impropriety within Eskom seemingly extend
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beyond the matters which are under investigation by the Commission. This was clearly a

pervasive culture and was sanctioned from within the Board, the Executive and Senior

Management. The 'fish rots from the head'.

124. The new Board had to strike a balance between dealing with the past irregularities which

it found at Eskom and building a capable, strong organization able to carry out its public

mandate.

125. In addition to what has been described above, the audit qualification recovery program

was a key part of Eskom's efforts to rectify past irregularities, this has seen a greater number

of irregularities surface, the new Board has come to understand the following:

a. Procurement processes and people are at the centre of the challenges;

b. The internal controls have not been effective;

c. The system and practices are not set up for proper accountability and consequence

management;

d. Some of our policies are too vague and lend themselves to loopholes that can be

abused; and

e. There were lapses in governance wherein the roles of the shareholder, the board

and the executive often overlapped and flouted best corporate governance practices.

126. Any process of renewal and ridding the organization of impropriety, whether state

capture related or not, needs to solve the aforementioned. An Audit recovery Progress

Report dated 24 December 2018 is attached for information marked Annexure H.

127. The new Board continues to focus on rooting out impropriety and dealing decisively with

affected and implicated employees through internal processes and also in partnership with

law enforcement agencies when our ambit is limited.
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128. The new Board believes that much has been and will be revealed through the various

inquiries but would recommend that the Executives listed above referred to law enforcement

agencies, be brought to account as soon as possible. Not least as the financial markets

upon which Eskom is dependent, desire to see legal consequences for the malfeasance

revealed.

129. The new Board also believes that the previous board members of Eskom need to answer

questions about their decisions that were not in compliance with the law and the fulfilment

of their fiduciary duties questioned.

130. The challenges that Eskom faces today which pose systemic risks to the economy, have

had a lot to do with decisions that were made, not in the interests of the company but instead

to further certain other interests and for that reason there must be accountability by those

involved.

JABULANE ALBERT MABUZA
I CERTIFY that this affidavit was signed and sworn to before me at JOHANNESBURG on this
the 16th day of January 2019 by the deponent who acknowledged that he knew and understood
the contents of this affidavit, had no objection to taking this oath, considered this oath to be
binding on his conscience and who uttered the following words: "I swear thiaJ^he/Contents of
this affidavit are true, so help me God". /\, I

COMMISSK
Name
Address
Capacity

OF OATHS
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INDEX TO ANNEXURES TO ESKOM BOARD SUBMISSION TO THE COMMISSION
JANUARY 2019

No

l .

2.

3.

4.

5.

6.

7.

Description

Annexure A: the Commission's Questions to Eskom

Annexure B: Index of documents previously provided to the
Commission

Annexure C: Index of additional documents provided on a
flash drive with this Submission relating to matters
specifically addressed in the Submission

Annexure D: Eskom Policies and Procedures referenced in
Submission

• Eskom Conflict Interest Policy 32-of 173

• Eskom Code of Ethics 'The Way' Policy 32-527

• Eskom's Procurement and Supply Chain Management
Policy 32-1033 dated 19 May 2014

• Eskom's Procurement and Supply Chain Management
Policy 32-1034 dated 24 May 2014

• Probity Check Standard 240-132328517 dated 30 Nov
2017

• Memorandum re "Change in approach for proactive
and probity reviews for commercial transaction"
dated 24 April 2017

Annexure E: Secretariat Management Procedure 221-254

Annexure F: Schedule of Modifications and Expansions of
Contracts for the period 2016 to 2018

Annexure G: Progress Report on Consequence Management
Project by Eskom's Assurance and Forensic Feedback
Department

Date

29 October
2018

15 Jan 2019

15 Jan 2019

29 Aug 2014

29 Aug 2014

19 May 2014

24 May 2014

30 Nov 2017

24 April 2017

6 Feb 2018

Undated

13 Nov 2018

Page

1-9

10-19

20

21-33

34-44

45-53

54-209

210-225

226-228

229-249

250-272

273-287
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No

8.

Description

Annexure H: Eskom Procurement Audit Qualification
Turnaround Programme: Phase 2 Progress Report 2018/19

Date

24 Dec 2018

Page

288-342
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INDEX TO ANNEXURES TO ESKOM BOARD SUBMISSION TO THE COMMISSION
JANUARY 2019

No

l .

2.

3.

4.

5.

6.

7.

Description

Annexure A: the Commission's Questions to Eskom

Annexure B: Index of documents previously provided to the
Commission

Annexure C: Index of additional documents provided on a
flash drive with this Submission relating to matters
specifically addressed in the Submission

Annexure D: Eskom Policies and Procedures referenced in
Submission

• Eskom Conflict Interest Policy 32-of 173

• Eskom Code of Ethics 'The Way' Policy 32-527

• Eskom's Procurement and Supply Chain Management
Policy 32-1033 dated 19 May 2014

• Eskom's Procurement and Supply Chain Management
Policy 32-1034 dated 24 May 2014

• Probity Check Standard 240-132328517 dated 30 Nov
2017

• Memorandum re "Change in approach for proactive
and probity reviews for commercial transaction"
dated 24 April 2017

Annexure E: Secretariat Management Procedure 221-254

Annexure F: Schedule of Modifications and Expansions of
Contracts for the period 2016 to 2018

Annexure G: Progress Report on Consequence Management
Project by Eskom's Assurance and Forensic Feedback
Department

Date

29 October
2018

15 Jan 2019

15 Jan 2019

29Aug2014

29Aug2014

19 May 2014

24 May 2014

30 Nov2017

24 April 2017

6Feb2018

Undated

13 Nov 2018

Page

1-9

10-19

20

21-33

34-44

45-53

54-209

210-225

226-228

229-249

250-272

273-287
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No

8.

Description

Annexure H: Eskom Procurement Audit Qualification
Turnaround Programme: Phase 2 Progress Report 2018/19

Date

24 Dec 2018

Page

288-342
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SCC - ESKOM INVESTIGATION

ISSUES FOR CONSIDERATION BY ESKOM IN ITS SUBMISSION

A.TEGETA CONTRACTS AND ACQUISTION OF OCM BY TEGETA
B.TNA

A.TEGETA CONTRACTS AND ACQUISITION OF OCM BY TEGETA

ISSUES TO CONSIDER IN THE ESKOM
SUBMISSION I

POSSIBL
E ESKOM
WITNESS

1. Who is Tegeta

2. Who is
Glencore/OCH/OCM

1.1 Eskom to state who their own understanding of
Tegeta was at time of contracting (incl.
directorship and ownership)

1.2 Review of Eskom's processes to confirm
beneficial ownership of Tegeta at point of
appointment

2.1 Eskom to state who their own understanding of
Glencore/OCH/OCM at time of contracting (incl.
directorship and ownership)

2.2 Eskom to deal with the evolution of the contract

Eskom to
decide
(ETD)
Dan
Mashigo

Eskom to
decide
(ETD)
Dan

ft
Xc
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SCC - ESKOM INVESTIGATION

3.Tegeta initial
appointment
(Brakfontein/Majuba
supply)

4. Overview of
Glencore/OCM
contract (from
inception, 1968 to Dec
2018)

and changes in ownership

3.1 Pre-2014 overtures and former chairman's
influence

3.2 Review 2008 mandate (to talk to its rationale,
utilization, current status, audit findings on it, etc.)

3.3 Appointment for Brakfontein contract
3.4 Onboarding process (demonstrate compliance

or lack thereof, to Eskom processes)
3.5 Findings on the Financial DD and how it was

dealt with
4.1 Origination, evolution, addenda, key T& Cs,

pricing
4.2 OCM hardships (July 2013, June 2015)
4.3 Co-operation agreement of 2013/14 and

termination thereof (state reasons)
4.4 Any changes in pricing after Tegeta takeover

and if any, basis thereof
4.5 Negotiations on price between Eskom and

Mashigo

Eskom to
decide
(ETD)
Dan
Mashigo
Kieran
Maharaj

Eskom to
decide
(ETD)
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SCC - ESKOM INVESTIGATION

OCM and the outcome
4.6 Appropriateness of the Board referral of the

PED negotiations submission to GE
4.7 Timing of the referral back to CEO in relation to

Molefe's appointment
4.8 Whether there was report back to Board after

rejection by Mr Molefe
4.9 Relief as per the BR process (pricing,

quantities, payment terms)

5.OCM Penalties 5.1 What penalties are
5.2 Origination of OCM penalties
5.3 Calculation of the R2.1 billion and why the

accumulation (relief agreement, incomplete
levying of penalties, any other)

5.4 Negotiations, summonses relating to the R2.1
billion (under Glencore)

5.5 Determination, levying and handling of penalties

Snehal
Nagar
Gert
Opperma
n
Johan
Bester
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SCC - ESKOM INVESTIGATION

6.OCM/OCH
Business rescue

7.SaleofOCHto
Tegeta and cession
ofCSA

under Tegeta
5.6 Negotiations, arbitration, reduction of penalties

and eventual settlement under Tegeta
5.7 Detailed reconciliation from the R2.1 billion to

the R254 million paid
5.8 Status of the payment of the settlement amount

(R133 million)
5.9 Issue of exclusion of sizing
6.1 When it happened and the BRPs
6.2 Impact of the BR process on the CSA for

Hendrina
6.3 Any contractual terms variations during the BR

period
6.4 Conclusion thereof
7.1 Eskom's obligation and rights relating to the sale

i.t.o the CSA
7.2 Eskom's involvement
7.3 Any influence by Eskom and/or its officials, and

the propriety or lack thereof

Mark van
der Riet
(coal
samples)

BRP

Dan
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SCC - ESKOM INVESTIGATION

8. Events during the
Intervening Period
(10 Dec 2015 to 31
March 2016)

9. Additional Coal
Supply and
Prepayment (R600
mil)

7.4 Other potential buyers Eskom engaged with and
outcomes

7.5 Engagement between Eskom and DMR relating
to the sale

8.1 Rationale for Eskom contracting with Tegeta for
coal supplied by OCM

8.2 Validity of Eskom's response to this
8.3 What did Eskom know of the underlying

contracts between Tegeta and OCM (pricing and
payment terms, in particular)

8.4 Source of Arnot supply (Normal or export coal)
8.5 Origination of the December 2015 emergency

supply
8.6 Any penalties raised on coal supplied through

Tegeta

9.1 Origination of the April 2016 Supply Plan (vs the
Dec 2015 emergency procurement)

9.2 Validity of the April 2016 Coal supply Plan

Dan

Dan
Mashigo
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SCC - ESKOM INVESTIGATION

10. R1.6 billion
prepayment/guaran
tee

R600 million
10.1 The use of prepayments by Eskom and

circumstances under which used
10.2Any similar prepayments made in the past
10.3Rationale and validity of reasons provided by

Tegeta for prepayment
10.4Ability of Tegeta to supply the additional coal in

light of their reasons for prepayment
10.5Manner in which the prepayment was approved

and processed
10.6Any deviation from the manner it was processed

to normal process
10.7Repayment terms of the prepayment and actual

recovery
10.8Penalties provision and any penalties relating to

the additional supply contract
10.9Validity of Eskom's previous Board responses

given on the prepayment Snehal
Nagar
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SCC - ESKOM INVESTIGATION

11. Prepayment
guarantee/security

12. Cashflows

R1.6 billion

10.10 Origination and rationale for the R1.6 billion
prepayment/guarantee

10.11 Compliance with Eskom's policies, PFMA
etc.

10.12 Approval thereof
10.13 DMR involvement in the origination of the

guarantee/prepayment
10.14 Validity of Eskom's previous responses

given on the prepayment/guarantee
11.1 Nature and any valuation thereof, including proof

of such valuation
11.2 Withdrawal of the guarantee/security and

Eskom's response thereto
11.3Any replacement guarantee/security put in place

after the withdrawal
12.1 Payments to Tegeta by Eskom, also detailing

any penalties withheld

Andre
Pillay
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SCC - ESKOM INVESTIGATION

B.TNA Media (only Eskom leg. Other legs would depend on work completed by relevant
teams)

AREA ISSUES TO CONSIDER IN THE ESKOM
SUBMISSION

POSSIBL

SKOM
WITNESS

LWhoisTNA

2. TNA initial
appointment

1.1. Understanding of who TNA was at contracting,
including beneficial ownership

2.1. Parties involved in the TNA appointment,
including approval

2.2. Payments made and services received for the
payments made

2.3. Compliance with Eskom's policies and PFMA
2.4. Was this a service/s Eskom would ordinarily

procure and was this planned and budgeted for
2.5. Establish how Eskom Board dealt with this on

being aware of the TNA matter

Pieter
Pretorius
Peter
Pretorius
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ANNEXURE B:

INDEX TO DOCUMENTS PREVIOUSLY SUBMinED TO THE COMMISSION BY ESKOM LEGAL: 15 JANUARY 2019

No Description Date

A. Documents submitted in respect of Tegeta and Optimum

1.

1.1

1.2

2.

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

Documents provided to other investigative bodies

A file of the documents submitted to the Public Protector re
Tegeta and Optimum as per the attached Index

The National Treasury Report on the verification of compliance
with the SCM Legal Framework - Appointment of Tegeta
Explorations and Resources (Pty) Ltd as per the attached Index

Information submitted to the Commission over E-mail

Excel - Koornfontein penalty calculation

Eskom Holdings SOC - primary energy department - supplier
payment control form

Excel - Brakfontein under delivery penalty

Uncommissioned affidavit to be deposed to by Petros Mazibuko

Email from Jackwell Feris to Suzanne Daniels dated 4 November
2016 with two attachments:

Memorandum from CDH to Suzanne Daniels re
"Sequence of events in relation to communications
with the public protector regarding the investigation
and process in relation thereto"
Letter from Public Protector to Brian Molefe dated 2
August 2016

Letter to Optimum coal mine business rescue practitioners from
CDH setting out Eskom's pre-business rescue claims

Excel - Optimum claim

Letter to Optimum coal from Eskom notifying of payment
reduction during January 2018

Excel - Optimum revised calculation

Excel - penalty September 20 1 6 - October 2017

Excel- penalty Feb 2018- June 2018

Excel - quality penalty November 2017 - December 2017

Quantity penalty November 2017 - December 2017

Containing various excel sheets calculating penalties and
reconciliations for calculation of penalties and excel sheets
relating to claims and short delivery notices

Excel - quality penalty September 2016 - October 2017

E-mail from Snehal Nagar to Bartlett Hewu, Mohlago Masekela,
Christo Kruger (Eskom) and Jabu M (sc commission) re
changing statement made to the Hawks with attachments

Undated

Nov2018

Undated

Undated

Undated

Undated

4 Nov2016

3 April 2018

Undated

13 Feb 2018

Undated

Undated

Undated

Undated

Undated

Undated

5Nov2018
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No

2.16

2.17

2.18

2.19

2.20

3.

3.1

3.2

3.3

3.4

Description

Letter to Optimum coal from Eskom notifying of short delivery for
Hendrina in November 2017

Letter to Optimum Coal from Eskom re OCM and Tegeta
setllemenl agreement

Excel - Tegeta recon on 5 September 2016

Letter to Optimum Coal from Eskom re temporary relief
agreement

ABSA performance guarantee issued to Tegeta Exploration and
Resources (Pty) Limited

Minutes submitted to the Commission

ARC 10 November 2014

• Minutes of the Audit and Risk Committee meeting held
on 10 Nov2014re TNA

• Extract from the final minutes of the Audit and Risk
Committee meeting held on 18 Nov 2014 re TNA

BTC Minutes 16 Aug 2016

• Minutes of the Eskom BTC Meeting held on 16 Aug 2016
re Tegeta

Minutes approving the Tegeta Cession of OCM

• Letter from Suzanne Daniels re board's approval of
cession and assignment re Tegeta

Minutes of Board Meeting approving Tegeta Contract

• Pages 2 to 4 of BTC meeting held on 16 Aug 2016 re
Tegeta

• Submission to the Eskom Board on 27 Sept 2016 re
Tegeta with an extract of an opinion Anoon Ninan
dated 19 Jan 2016

• Extract from the final minutes of the special Eskom BTC
meeting held on 11 April 2016 re Tegeta

• Extract from the final minutes of the BTC meeting held
on 13 April 2016 re Tegeta

• Draft minutes of the board meeting on 31 May 2016
• Extract from the minutes of the BTC meeting held on 21

June 2016 re Tegeta
• Minutes of the BTC meeting held on 10 Feb 2016 re

Tegeta
• Unsigned resolution of the BTC re Tegeta and additional

documents including Submission Document re Cession
and Delegation of coal supply agreement with Tegeta
and Cession Report re recommendation to enter into
cession and delegation contract between Tegeta and
Eskom to Shiva Uranium

Date

15 Dec 2017

20 Feb 2018

5 Sept 2016

28 Nov 2017

11 Dec 2015

Nov 2014

16 Aug 2016

12 Feb 2016

Various

B. Documents submitted in respect of the New Age transactions

4.
Arc minute extracts TNA

• Minutes from the Audit and Risk Committee meeting
held on 10 Nov 2014 re TNA

• Extract form the final minutes of the Audit and Risk
Committee Meeting held on 18 Nov 2014 re TNA

Nov2014

- 2 -
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No

5.

6.

7.

8.

Description

Report on the Review Process undertaken in awarding the
Sponsorship contract to TNA

Summary Note on Recommendations of the TNA Review Report

TNA Contract Review- Measures to be implemented

TNA Media Agreement

Date

6Nov2014

4 Dec 2014

27 Nov 2014

30 April 2014

C. Documents provided for additional information to the Commission

9.

10.

I I .

List of Executive and Company Secretaries from May 2014 to
October 201 7

Board Committees provided

• Extract of People & Governance Committee Terms of
Reference [2016/2017]

• Extract of Social, Ethic and Sustainability Terms of
Reference [2016/2017]

• pages 19 to 22 of the Audit and Risk Committee Terms
of Reference [2016/2017]

• Board Tender Committee Terms of Reference (32-606)
• pages 1 to 12 of the People and Governance

Committee Terms of Reference (32-616)

ARC

• Board Committees 16 Jan 2015
• Board Committees 24 April 2015
• Board Committees 22 July 2015
• Board Committees 25 Sept 2015
• Board Committees 1 April 201 6
• Board Committees 19 April 2016
• Eskom AGM 2016- Item 12B - Proposed board

committees composition
• Eskom Board Feb to April 2017
• Eskom new interim board (23 June 2017)
• Audit and Risk Committee Terms of Reference (32-606)

Undated

Undated

Various

* This is a list of the documents submitted by Eskom Legal to the Commission, but we understand a number of
Eskom personnel have submitted documents directly to Commission personnel throughout the process of the
Commission undertaking its investigations. Eskom is in the process of consolidating a list of this information with
the assistance of the Commission.

-3-
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€skom

LIST OF CONTENT

1

2.

3.

4.

5.

6.

7.

8.

9.

Public Protector Act 23 of 1994

Correspondence from Public Protector

Subpoenas

Correspondence from Eskom to Public Protector

Correspondence to DPE

Media statement

Meeting Minutes

Conflict of Interest

Attorneys acting for Board members

Legal Memorandums
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ESKOM HOLDINGS SOC LTD

PUBLIC PROTECTOR REQUEST FOR DOCUMENTS

INDEX

Item
f i

. - Description. Pages

: TEGETA-GENERAL -

ESKOM MANDATES AND POLICIES

1.

2.

CO

4.

Eskom Mandate dated 29 August 2008 with

supporting documents

Eskom minutes of meeting - extract (29 October

2009)

Eskom Procurement and Supply Chain

Management Procedure

RFP regarding a proposed contract between:

Eskom and the Contractor for Supply of Coal to

Arnot Power Station

1-33

34-35

36-128

129-173

i TEGETA-ARNOT . - ^

AGREEMENTS

5.

6.

7.

Coal Supply Agreement in respect of Optimum

Colliery entered into by and between Eskom

Holdings SOC Ltd and Tegeta Exploration and

Resources (Pty) Ltd and annexures A-E thereto

First addendum to the Coal Supply Agreement

entered into by and between Eskom Holdings

SOC Ltd and Tegeta Exploration and Resources

(Pty) Ltd

Second addendum to the Coal Supply

Agreement entered into by and between Eskom

174-304

305-309

310-315

Error! Unknown document property name.
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Holdings SOC Ltd and Tegeta Exploration and

Resources (Pty) Ltd

AGREEMENTS

8.

9.

Coal Supply Agreement in respect of coal from

Brakfontien Colliery and Brakfontein Colliery

Extension entered into by and between Eskom

Holdings SOC Ltd and Tegeta Exploration and

Resources (Pty) Ltd

Eskom memorandum re: Briefing note on the

proposed short term contract with Tegeta for

500 000 tonnes to Arnot and Kriel Power

Stations

316-380

381-383

CORRESPONDENCE

10.

11.

12.

13.

14.

Letter from Tegeta to Eskom re: Commercial

Offer for Supply of Coal to Eskom dated 23

September 2014

Letter from Tegeta to Eskom re: B-BBEE Plan to

increase present BEE shareholding of 30.1% to

50.05% dated 24 February 2015

Letter from Eskom to Tegeta re: Amendment of

Specification for coal supply contract from

Tegeta (Brakfontein Colliery) dated 11 May

2015

Letter from Eskom to Tegeta re: Suspension of

Coal Supply: Brakfontien Colliery and

Brakfontein Colliery Extension dated 31 August

2015

Letter from Eskom to Tegeta re: Upliftment of

the suspension of coal supply: Brakfontien

384

385

386

387

388

Error! Unknown document property name.
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15.

16.

Colliery and Brakfontein Colliery Extension

dated 5 September 2015

Letter from Tegeta to Eskom re: Tegeta

(Brakfontein Colliery): BEE Status dated 21

January 2016

Draft letter from Eskom to Optimum Coal

Holdings (Pty) Ltd (in business rescue) re:

Release- Optimum Coal Holdings (Pty) Ltd and

affiliates dated 30 March 2016

389-395

396-400

MINUTES OF MEETINGS: ESKOM

17.

18.

19.

20.

21.

Meeting of 9 May 2014

Meeting of 10 July 2014

Meeting of 23 September 2014

Meeting of 23 January 2015

Meeting of 30 January 2015

401-402

403-404

405-407

408-409

410-411

STATUTORY APPROVALS

22.

23.

24.

Brakfontein Colliery Public Meeting Minutes for

Review dated 23 April 2013

Department of Water and Sanitation - Water

Use Licence - Tegeta

Department of Mineral Resources - Mining

Right - Tegeta

412-426

427-454

455-466

ADDITIONAL DOCUMENTS

25.

26.

Letter from Eskom to Tegeta re: Suspension of

Coal Supply: Brakfontein Colliery and

Brakfontein Colliery Extension dated 31 August

2015

Letter from Eskom to Tegeta re: Upliftment of

the suspension of coal supply: Brakfontein

Error! Unknown document property name.
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1

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

Colliery and Brakfontein Colliery Extension

dated 5 September 2015

Letter from Eskom to Tegeta re: Request for

Independent Audit of Coal Pre-Certification

Process dated 7 October 2015

Letter from Eskom to Tegeta re: Request for

Independent Audit of Coal Pre-Certification

Process dated 26 October 2015

Letter from Eskom to Tegeta re: Outstanding

CSA Compliance Requirements and

Operational Challenges at Brakfontein Colliery

dated 8 February 2016

Letter from Eskom to Tegeta re: Cession and

delegation of the coal supply agreement

between Tegeta and Eskom to Shiva Uranium

(Pty) Ltd dated 29 February 2016

Letter from Tegeta to Mr G Opperman re:

Brakfontein Outstanding CSA Compliance

Requirements dated 8 March 2016

Letter from Eskom to Tegeta re: Coal Supply

and Off-Take Agreement entered into by and

between Tegeta and Eskom: Termination of

Force Majeure notification dated 11 August

2016

Letter from Eskom to Tegeta re: Coal Supply

Agreement between Tegeta and Eskom:

Termination of Force Majeure notification dated

16 August 2016

Eskom - Primary Energy Division Minutes: 13

May 2015

Eskom - minutes of meetings: 10 June 2015

Eskom - minutes of meetings: 8 July 2015

Error! Unknown document property name.
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37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

Eskom - minutes of meetings: 12 August 2015

Eskom - minutes of meetings: 9 September

2015

Eskom - minutes of meetings: 12 August 2015
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ANNEXURE C: INDEX OF ADDITIONAL DOCUMENTS RELATED TO MATTERS SPECIFCALLY ADDRESSED IN ESKOM'S
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No

1.

2.

3.

Description

Documents related to the disciplinary proceedings instituted
against Mathsela Koko including:

• Disciplinary charges;
• Index to the documents in Eskom's disciplinary bundle;
• Eskom's bundle of documents; and
• Summary of objective of information regarding certain

allegations which had been made in the public
domain regarding Matshela Koko based on server
emails and Eskom Board Resolutions

Documents related to the disciplinary hearing of Suzanne
Daniels including:

• Disciplinary charges;
• Index to documents in Eskom's disciplinary bundle;
• Eskom's bundle of documents;
• Transcripts of the disciplinary hearings held on 8 May

2018, 14 May 2018, 30 May 2018, 8 June 2018, 15 June
2018,201 June 2018 and 5 July 2018;

• Suzanne's plea explanation;
• Suzanne's heads of argument;
• Eskom's closing submissions; and
• Chairman's findings

Documents related to the Eskom Review Application in Respect
of McKinsey and Trillion under case number 22877, including:

• The Record and the index thereto;
• Pleadings in the matter;
• Trillion's additional application; and
• Applicant's heads of argument.

Date

7Feb2018

11 April 2018

14 Jan 2018
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1. Introduction

The Conflict of Interest policy document sets out the obligations of employees and directors
with regard to conflicts of interest and the declaration and management of these interests.
While every employee and director has a duty to avoid conflicts of interest, these could
arise. It is necessary to have a process in place to manage these conflicts of interest
effectively in order to uphold good corporate governance and organisational integrity.

2. Policy Content

2.1 Policy Statement

Eskom subscribes to ethical values and legal principles. This requires that Eskom, its
directors, employees, customers, and suppliers act with integrity and create public
confidence by conducting business in a fair, impartial and transparent manner. For this
reason, Eskom makes every effort to ensure that conflicts of interest do not compromise
or are not perceived to compromise its business decisions and actions.

Eskom is also committed to fair, objective and transparent business dealings, and for this
reason care must be taken when accepting or offering any business courtesies. Business
courtesies are used to build good relationships and are offered as a kind gesture and to
show courteousness or respect and may only be offered or accepted for these reasons.

The employee and director have the obligation to declare and manage conflicts of interest.
This process is critical to ensure that the objectivity and integrity of the employee or
director are not compromised, that the employee or director acts in Eskom's best interest,
and that Eskom avoids situations where it can be accused of improper or unfair conduct.

In support of its vision, values and statutory responsibilities, Eskom will take all steps
within its reasonable control to manage conflict of interest throughout Eskom.

2.2 Policy Principles

2.2.1 The duty to declare and manage conflicts of interest is not only in keeping with
good governance practices, but is also a legal obligation. It arises in terms of the
common law, the Public Finance Management Act, No. 1 of 1999 (PFMA), the
Companies Act, No. 71 of 2008 (in respect of directors and prescribed officers),
and in terms of Eskom's policies and procedures (in respect of employees).

2.2.2 Every employee and director has a duty to avoid conflict of interest that could
adversely influence his or her judgement, objectivity or loyalty to Eskom when
acting on its behalf.

2.2.3 Employees from TASK 09 and above (equivalent in subsidiaries), and directors,
must submit declaration of interest forms at the beginning of every financial year.

2.2.4 In addition to the annual declaration, any conflict of interest must be declared as
soon as the employee or director know that it has arisen, which requires that an
amendment to the annual declaration be submitted within 5 (five) working days of
knowing that such conflict has arisen.
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2.2.5 Even if there are no conflicts of interest, the prescribed electronic form
must still be completed and submitted by the directors and employees with
a TASK grading of 9 and above.

2.2.6 Employees with a TASK grading of 4 to 8 (equivalent in subsidiaries) must, at the
beginning of the financial year, complete a declaration form if they have conflicts
of interest. This can be done either electronically (declaration eForm) or on the
prescribed manual declaration of interest form (available from the corporate
governance website) if they do not have access to a computer. For subsidiaries,
this must be done in terms of the relevant subsidiary's declaration procedure.

2.2.7 The obligation is to declare all conflicts of interest, directorships, memberships,
details of any related or inter-related persons or other associate that does
business with Eskom, and all material personal interests, whether a conflict exists
or not.

2.2.8 Employees and directors should disclose their interests in a particular field of
business, even if it is not directly related to a specific contract/tender being
considered by a committee or the Board or a committee of the Board, especially
where strategies pertinent to that area of business are being discussed.

2.2.9 It should be noted that it is impossible to provide an exhaustive list of conflicts of
interest and that the employee or director is, in most cases, in the best position to
identify actual, potential and perceived conflicts of interest, which must be
declared. If there is any uncertainty, individuals should contact the Ethics Office
for advice.

2.2.10 The fact that a conflict of interest has been declared does not mean that it has
been addressed and the conflict must further be managed responsibly. Where
there is a conflict of interest (actual, potential or perceived), the employee or
director must refrain from being part of any deliberations, document preparations,
execution or meetings, and must not have access to information dealing with that
particular matter. Also, the employee or director must not participate in any
decisions relating to the matter.

2.2.11 Employees are prohibited from having a personal or other interest in an Eskom
contract, whether as a supplier, an advisor, or by virtue of being a director or
owner of a business, or in any other capacity. This includes third-party related
transactions with an indirect link to an Eskom contract (for example, having a
personal or other interest in a business that has an interest in a Supplier to
Eskom).

2.2.12 A director must declare all possible conflicts of interests. The Board will always
be entitled to determine that a particular interest of any director constitutes a
conflict, and to recommend an appropriate way to manage such conflict.

2.2.13 Directors and employees should avoid conflicting interests as they may affect the
employee or director's ability to perform his/her Eskom duties effectively.
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For example, if an employee performs private work during office hours, the
private work (interest) is in conflict with the employee's duty to do Eskom work.

This results in unethical behaviour, as the employee or director may not act in
Eskom or its stakeholders' best interest. Conflicting interests must not be
confused with a conflict of interest, which arises when an employee or director's
objectivity in decision-making is affected by personal interests.

2.2.14 Directors must exercise the powers and perform the functions of a director in
good faith and for a proper purpose; in the best interests of the company; and
with the degree of care, skill and diligence that may reasonably be expected of a
person carrying out the same functions in relation to the company as those
carried out by that director and having the general knowledge, skill and
experience of that director.

2.2.15 Directors and employees must not accept or offer business courtesies that could
create the impression that their judgement or the judgement of others could be
affected if these courtesies are accepted or offered.

2.2.16 Directors and employees must not offer or accept business courtesies that are
intended to improperly influence a person's objectivity or business decisions
(conflict of interest), or to bribe someone, or to create a feeling of obligation, or to
gain favour above another.

2.2.17 Business courtesies are used to build good business relationships, and are
offered as a kind gesture and to show courteousness or respect. Business
courtesies must only be offered or accepted for these reasons.

2.2.18 Directors and employees, Contractors and Graduates in Training (GITs) included,
must declare courtesies offered or received when involved in Eskom business
dealings.

2.2.19 Related parties of employees must not engage in, nor have interests in any
Eskom contract where there is a conflict of interest. This includes third-party
related transactions with an indirect link to an Eskom contract (for example,
having a personal or other interest in a business that has an interest in a Supplier
to Eskom).

2.2.20 An employee and a director must not disclose or use any information of Eskom or
any information of third parties obtained through the carrying out of his/her duties
for Eskom for any purposes other than to fulfil his/her Eskom duties.

2.2.21 Failure to comply with the obligations set out in this policy amounts to a breach of
this policy and could amount to misconduct in terms of Eskom's disciplinary code
and procedure. It may also amount to a contravention of the law in terms of the
common law, the PFMA, or the Companies Act (for directors and prescribed
officers), depending on the particular circumstances.
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3. Supporting Clauses

3.1 Scope

3.1.1 Purpose
The purpose of this policy is to set out the principles and the guidelines for
managing the conflict of interest of directors and employees in Eskom and its
subsidiaries.

3.1.2 Applicability
This policy applies to all employees and directors of Eskom Holdings SOC
Limited and its subsidiaries. In the event of a conflict between other policies

dealing with the issue of conflicts of interest and this policy, this policy will take
precedence as far as conflicts of interest are concerned.

3.2 Normative/Informative References

Parties using this document shall apply the most recent edition of the documents listed in
the following paragraphs.

3.2.1 Normative

Parties using this policy must apply the most recent edition of the documents
listed below:
3.2.1.1 Code of Ethics; 'The Way1, 32-527
3.2.1.2 Disciplinary Code, 32-1112
3.2.1.3 The Companies Act, Act 71 of 2008
3.2.1.5 Procurement and Supply Chain Management Policy, 32-1033
3.2.1.6 Whistle-blowing Policy, 32-250

3.2.2 Informative
3.2.2.1 ISO 9001 Quality Management Systems.
3.2.2A The Constitution of the Republic of South Africa
3.2.2.2 The Protocol on Corporate Governance in the Public Sector (2002)
3.2.2.3 Prevention and Combating of Corrupt Activities Act (No 12 of 2004)
3.2.2.4 King Code and Report on Governance for South Africa 2009 (King III)
3.2.2.5 Public Finance Management Act (No 1 of 1999) (PFMA)
3.2.2.6 International standards, including the OECD Guidelines and the UN

Convention on Prevention of Corruption.
3.3 Definitions

The words used in this policy have the meaning set out below and appear in italics
throughout this document:

3.3.1 Business courtesies means a gift or favour to an Eskom employee or director
from a person or an entity, regardless of whether a business relationship exists
between Eskom and that person or entity, for which fair market value is not paid by
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the recipient. A business courtesy may be a tangible or an intangible benefit, such
as non-monetary gifts, meals, drinks, entertainment, hospitality, recreation,
attendance prizes, transportation, discounts, tickets, passes, promotional items, or
the use of a donor's time, materials or equipment.

3.3.2 Companies Act means the Companies Act, Act 71 of 2008, as amended from
time to time, together with its regulations and schedules.

3.3.3 Conflict(s) of interest:

A conflict of interest arises when one's personal interests, personal financial
interests or any other interests, affect, or could be perceived to affect, or has the
potential to affect, one's objectivity and discretion and/or the objectivity and
discretion of another in performing Eskom duties or making decisions on behalf of
Eskom. This means that an employee or director is in a position to make a
decision (or influences a decision) that is not fair and objective in order to benefit
personally, or to benefit related and/or inter-related persons or other associates.
A personal interest may be an actual or potential, direct or indirect interest of an
employee or a director, or of a related person or an inter-related person or other
associate of the employee or director, in any business, entity, undertaking, or
investment, as a shareholder, director, associate, member, adviser/consultant,
prescribed officer or in any other capacity.

A personal financial interest when used with respect to any person means a
direct material interest of that person or of a related person or inter-related person
or other associate of that person, of a financial, monetary or economic nature, or to
which a monetary value may be attributed. This does not include any interest held
by a person in a unit trust or collective investment scheme in terms of the
Collective Investment Schemes Act, 2002 (Act No. 45 of 2002), unless that person
has direct control over the investment decisions of that fund or investment.

It is important to note that conflicts of interest can arise in various situations and
are not confined to interests in contracts or direct financial interests.
Situations where conflicts could arise include, but are not limited to the following,
which must be dealt with in terms of this policy:

a) the acceptance and/or offering of business courtesies;
b) directors and employees having private business interests in entities that do,

or might do business with Eskom;
c) directors and employees having affiliations with non-profit organisations that

receive funding or any form of aid from Eskom; and
d) private, professional, political, academic or other interest that may conflict

with Eskom's interests.

3.3.4 Conflicting interests: means an interest that affects the employee or director's
ability to perform his/her Eskom duties effectively. For example, if an employee
performs private work during office hours, the private work (interest) is in conflict
with the employee's duty to do Eskom work. This results in unethical behaviour,

CONTROLLED DISCLOSURE

When downloaded from the document management system, this document is uncontrolled find the responsibility rests with the
user to ensure it is in line with the authorised version on the system.

No part of this document may be reproduced without the expressed consent of the copyright holder, Fskcm Holdings SOC
Limited, Reg No 2002/015527/06.

Hard copy printed on: 9 September 2014

JAM-077



Conflict of Interest Policy Unique Identifier: 32-173

Revision: 3

Page: 8 of 13

as the employee or director does not act in Eskom or its stakeholders' best
interest. Conflicting interests must not be confused with a conflict of interest,
which arises when an employee or director's objectivity in decision-making is
affected by personal interests.

3.3.5 Director: means a member of the board of Eskom, or a board of its subsidiary, or
an alternate director of such board and includes a person occupying the position of
a director or alternate director, by whatever name designated, or a prescribed
officer; or a person who is a member of a committee of the board or of the audit
committee, irrespective of whether or not the person is also a member of such
board.

3.3.6 Employee(s): mean individuals employed by Eskom on a permanent basis,
Eskom learners, and fixed-term employees, which include temporary employees,
part-time employees, casual employees, and occasional employees.

3.3.7 Eskom: means Eskom Holdings SOC Limited and its subsidiaries.

3.3.8 Juristic person: includes a foreign company and a trust, irrespective of whether
or not it was established within or outside the Republic of South Africa.

3.3.9 Knowing or Knows:

Knowing or knows when used in respect of a person, and in relation to a particular
matter, means that the person either:

(a) had actual knowledge of the matter; or
(b) was in a position in which the person ought reasonably to have -

i) had actual knowledge;
ii) investigated the matter to an extent that would have provided the

person with actual knowledge; or
Hi) taken other measures which, if taken, would reasonably be expected to

have provided the person with actual knowledge of the matter.

3.3.10 Manager: includes a supervisor and means any employee with staff reporting
directly to him/her.

3.3.11 Other associate: means any person who has a relationship with an Eskom
employee or director and may influence or be seen to influence the objectivity of
the employee or director, and may, among others, include a business associate or
a friend.

3.3.12 Person: includes a juristic person.

3.3.13 Prescribed officer: means a person who, within a company, performs any
function that has been designated by the minister in terms of section 66 10) of the
Companies Act:

3.3.13.1 it is a person who, despite not being a director of a particular company,
if that person
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(a) exercises general executive control over the management of the
whole or a significant portion of the business and activities of the
company; or,

(b) regularly participates to a material degree in the exercise of
general executive control over and management of the whole, or a
significant portion, of the business activities of the company.

3.3.13.2 the above definition applies irrespective of any particular title given by
the company
(a) to an office held by the person in the company; or
(b) to a function performed by that person for the company.

3.3.14 Private work: includes private interests, and means any employment or
commercial activity, or any other interests embarked on by an employee outside
the scope of his/her Eskom employment.

3.3.15 Procurement and supply chain: means all activities related to the procurement
and disposal of assets and services and include business functions of procurement
planning, purchasing, inventory control, transport, receiving, incoming inspection
and salvage operations.

3.3.16 Public Finance Management Act: means the Public Finance Management Act,1
of 1999, as amended from time to time, together with its regulations and
schedules.

3.3.17 Related and inter-related person(s) and control:

Related:
(1) When used in respect of two persons, means persons who are connected to

one another in any manner contemplated below:
(a) an individual is related to another individual if they—

(i) are married, or live together in a relationship similar to a marriage; or
(ii) are separated by no more than two degrees of natural or adopted

consanguinity or affinity;
(b) an individual is related to a juristic person if the individual directly or

indirectly controls the juristic person, as determined in accordance with
the definition of control as set out in subsection (2) below; and

(c) a juristic person is related to another juristic person if—
(i) either of them directly or indirectly controls the other, or the

business of the other, as determined in accordance with
subsection (2) below;

(ii) either is a subsidiary of the other; or
(Hi) a person directly or indirectly controls each of them, or the

business of each of them, as determined in accordance with
subsection (2) below.
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Inter-related: When used in respect of three or more persons, means persons
who are related to one another in a linked series of relationships, such that two of
the persons are related in a manner contemplated in subsection 1 above, and one
of them is related to the third in any such manner, and so forth in an unbroken
series.
Control:
(2) For the purpose of subsection (1) above, a person controls a juristic person,

or its business, if—
(a) in the case of a juristic person that is a company—

(i) that juristic person is a subsidiary of that first person, as determined in
accordance with the Companies Act1; or

(ii) that first person together with any related or inter-related person, is—
(aajdirectly or indirectly able to exercise or control the exercise of a

majority of the voting rights associated with securities of that
company, whether pursuant to a shareholder agreement or
otherwise; or

(bb)has the right to appoint or elect, or control the appointment or
election of, directors of that company who control a majority of the
votes at a meeting of the board;

(b) in the case of a juristic person that is a close corporation, that first person
owns the majority of the members' interest, or controls directly, or has
the right to control, the majority of members' votes in the close
corporation;

(c) in the case of a juristic person that is a trust, that first person has the
ability to control the majority of the votes of the trustees or to appoint the
majority of the trustees, or to appoint or change the majority of the
beneficiaries of the trust; or

(d) that first person has the ability to materially influence the policy of the
juristic person in a manner comparable to a person who, in ordinary
commercial practice, would be able to exercise an element of control
referred to in paragraph (a), (b) or (c) of subsection (2).

3.3.18 Stakeholders: mean any group, individual, or thing (for example, the environment)
that can affect, or is affected by, the achievement of the organisation's objectives.
Eskom's stakeholders include, inter alia, its shareholder, Board of Directors,
employees, trade unions, customers, suppliers, the public, the environment and
the communities in which it operates.

3.3.19 State Owned Entity: means any entity owned or established by government at
national, provincial or local government level, including but not limited to all the
public entities identified in schedules 2 and 3 of the PFMA or any municipal entity
established in terms of the Municipal Systems Act or the Municipal Finance
Management Act.

'section
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3.3.20 Supplier: means any person or entity that does business with Eskom or tenders to
do business with Eskom, or is registered on Eskom's supplier database, such as
consultants, contractors, sub-contractors and providers of goods and services.

3.4 Abbreviations

Abbreviation
CE:
DE:
EXCO
GE
HR:
OECD

SOC
TASK:

Explanation

Chief Executive
Divisional Executive
Executive management Committee
Group Executive
Human Resources
The Organisation for Economic Co-operation and
Development
State Owned Company
Tuned Assessment of Skills and Knowledge

3.5 Roles and Responsibilities

3.5.1 General responsibilities of managers and directors

3.5.1.1 Managers and directors need to be aware that their seniority results in
perceptions of conflict more readily, and their conduct is, therefore,
subject to greater scrutiny.

3.5.1.2 Directors must exercise the powers and perform the functions of a director
in good faith and for a proper purpose; in the best interests of the
company; and with the degree of care, skill and diligence that may
reasonably be expected of a person carrying out the same functions in
relation to the company as those carried out by that director and having
the general knowledge, skill and experience of that director.

3.5.1.3 In addition to the general obligations that apply to all managers in their
conflicts of interest are appropriately managed and declared within their
areas of responsibility.

3.5.1.4 Managers, therefore, need to apply their minds to the declaration of
interest forms before the forms are signed off and the declarations
recorded in the central database.

3.5.1.5 Failure to manage employees according to the interests they have
declared could be regarded as negligence.

3.5.1.6 All managers should take reasonable steps to be aware of the conflicts of
interest pertaining to their direct reports.
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3.5.1.7 Similarly, managers need to apply their minds when approving
applications for private work to ensure that the employee's private work
does not create a conflict of interest.

3.5.2 Ethics Office responsibilities

3.5.2.1 The management within the Ethics Office is responsible for ensuring that
specific requirements are communicated timeously.

3.5.2.2 The Ethics Office shall be responsible for monitoring the implementation of
this policy.

3.6 Process of monitoring

3.6.1 Declarations submitted by employees

3.6.1.1 Managers are responsible for ensuring that employees renew their
declarations at the beginning of each financial year, that new employees
submit their declarations within 10 working days of joining the
organisation, as well as for assisting their staff members in effectively
managing conflicts of interest declared.

3.6.1.2 The ethics co-ordinators within each Division are responsible for
monitoring submissions for employees at TASK grading of T09 and above
(equivalent level within subsidiaries) and reporting the submission
statistics to the Ethics Office and respective Ethics Sponsors. This is
done at the end of each month from April to July, to ensure 100%
Divisional submission for the target group by end July each year.

3.6.1.3 Declarations submitted by Eskom's Executive Management Committee
(EXCO) must be approved by the Chief Executive and the submissions
monitored by the Ethics Office

3.6.2 Declarations submitted by the Board of Eskom

The monitoring of declarations submitted by the Board of Eskom rests with the
Chairman of the Board, supported by the Company Secretary.

3.6.3 Declarations submitted by subsidiary boards and employees

The monitoring of declarations submitted by subsidiary Boards and employees
rests with the relevant subsidiary.

3.6.2 Internal audit will conduct regular audits to ascertain compliance with this
policy.

3.7 Non-compliance

3.7.1 Failure to comply with the obligations set out in this policy amounts to a breach of
this policy and could amount to misconduct in terms of Eskom's disciplinary code
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and procedure. It may also amount to a contravention of the law in terms of the
common law, the PFMA, or the Companies Act (for directors and prescribed
officers), depending on the particular circumstances.

3.7.2 If an employee fails to disclose a conflict of interest, any other employee who is
aware of the conflict should declare it to his/her senior manager or the Ethics
Office. Employees who make such disclosures in good faith will have the
necessary protection in terms of the Protected Disclosures Act (No 26 of 2000).

4. Acceptance

This document has been seen and accepted by EXCO.

5. Revisions

Date Rev. Remarks

July 2001 0 A directive with reference number ESKADABK8 was
registered on the Eskom Documentation Centre database.
No formal document was submitted for publication.

September 1 A policy was put together to replace ESKADABK8. The
2006 policy was allocated with reference number 32-173 and

formatted in compliance with the Eskom documentation
requirements.

November 2 Revised to align with the new Companies Act and the King
2010 Report on Corporate Governance for 2009. and also to

incorporate specific requirements from Board and feedback
from ethics co-ordinators and key stakeholders within the
organisation.

July 2014 3 Periodic review

6. Development Team

The original policy was developed with inputs from the following individuals:
• Eskom Board
• Task team chaired by Mohamed Adam

7. Acknowledgements

• Ethics co-ordinators, Procurement and Supply Chain Management, Executive
Management Committee members, organised labour and managerial-level employees.

• Language Services Team
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1. Introduction

The Code of Ethics 'The Way' outlines and provides for the ethical standards and behaviour
that are required of all directors and employees of Eskom Holdings SOC Limited and its
subsidiaries (Eskom).

2. Policy Content

2.1 Policy Statement

The Way - Living the Eskom Values through the Code of Ethics

The Eskom Code of Ethics: The Way', reflects the organisation's commitment to the
highest ethical standards and principles in all Eskom business. It not only describes the
acceptable behaviour and attitudes that are essential in living the Eskom values of Zero
Harm, Integrity, Innovation, Sinobuntu, Customer Satisfaction and Excellence (ZIISCE), but
it also establishes the foundation for the interaction of Eskom's Board of Directors and
employees with colleagues, customers, suppliers, shareholders, the environment, the public
and other stakeholders.

The Code shows the Eskom board members and employees (hereafter referred to as "we")
the way "The Eskom Way" as a clear direction to ensure that we walk the talk.

Eskom commits itself to upholding its values and ethical standards and demonstrating this
commitment to all its stakeholders. Therefore, Eskom's directors and employees are
required to apply the Code in their day-to-day activities, especially if there are no rules
governing the decisions.

Adhering to this Code is not optional; it is the way we do business at Eskom. This way, we
will be role models for each other and Eskom, in turn, will be a role model amongst its
peers.

The Code should be read together with other Eskom policies and legislation. Any
contravention of the Code and applicable Eskom policies may result in disciplinary action,
which is transparent, just and equal for all.

It is a duty of every director and employee to address and or report any unethical behaviour
or non-compliance with this Code. Eskom will make every effort to protect anyone who
reports suspected violations of the Code, against any form of victimisation or occupational
detriment.
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2.2 Policy Principles

Together, we will build an ethical Eskom.
We, as the Eskom Board, Executive Management Committee and all Eskom employees
commit to the following Eskom core values:

ZERO HARM -
Protecting the Eskom
Way

INTEGRITY -
Acting the Eskom Way

INNOVATION -
Thinking the Eskom
Way

SINOBUNTU -
Caring the Eskom Way

CUSTOMER
SATISFACTION -
Serving the Eskom
Way

EXCELLENCE -
Working the Eskom
Way

We support a safe and healthy work environment for our employees.
We support a safe and healthy environment for our customers,
suppliers, our country and its people.
We comply with the safety, health and environmental legislation and
ensure that the necessary Eskom policies are developed,
implemented and monitored.
We strive to continuously improve our impact on the environment.
We are honest.
We are trustworthy.
We are fair.
We are transparent.
We continuously think of and implement new, ethical ways that will
improve processes, service delivery, and satisfying our internal and
external customers' needs.
We continuously strive to find creative, ethical solutions when
dealing with business challenges.
We openly communicate our goals and successes in order to attract
new ideas and talented individuals.
We show that we care by leading by example and providing each
other with direction, support and a workplace which is free of sexual
harassment, discrimination, nepotism and favouritism.
We appreciate and value the diversity of our workforce and the
uniqueness of each employee.
We respect Eskom and our stakeholders' assets by using them for
the purpose that they are intended; and not to gain personally
through the abuse of assets and resources.
We are passionate and committed to service delivery of the highest
standard for both our internal and external customers.
We focus on understanding our internal and external customers'
needs and expectations, in order to offer timely, reliable and quality
service.
We encourage customer feedback, both positive and negative, to
improve our service.
We perform our duties with care and dedication.
We pay attention to detail, delivering what is expected on time, and
giving our best every day.
We take responsibility for our actions by holding ourselves
accountable for what we say and do.
We protect confidential information, and only share it with those
who are authorised to have access.
We report unethical behaviour in the workplace, and effectively
address violations of the law, policies and procedures.
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3. Supporting Clauses

3.1 Scope

3.1.1 Purpose

The Code of Ethics explains what behaviour is acceptable within Eskom and highlights how
the Eskom values should be lived within the workplace.

3.1.2 Applicability

The Code shall apply throughout Eskom Holdings SOC Limited Divisions and its
Subsidiaries, including the Eskom Board and Subsidiary Boards.

3.2 Normative/Informative References

Parties using this document shall apply the most recent edition of the documents listed in
the following paragraphs.

3.2.1 Normative
a) Ethics climate survey report (2005/2006)
b) Disciplinary Code 32-1112.

3.2.2 Informative
a) Conflict of Interest Policy, 32-173
b) The Constitution of the Republic of South Africa
c) Basic Conditions of Employment Act
d) Labour Relations Act
e) Employment Equity Act
f) The King Report on Governance for South Africa 2009 (King III)
g) The Companies Act (No. 71 of 2008)
h) Procurement and Supply Chain Management Policy, 32 1033
i) Whistle-blowing Policy, 32-250
j) Grievance Procedure 32-1114.

3.3 Definitions

3.3.1 Public domain: Published in any public forum without constraints (either enforced
by law, or discretionary).

3.3.2 Code of Ethics: A Code of Ethics is similar to an agreement on the standards for
behaviour, which should be applied in the workplace. It sets the standard of
behaviour within the organisation, and guides employees in making ethical
decisions.

3.3.3 Director(s): Director means a member of the board of Eskom Holdings SOC
Limited, or a board of its subsidiary, or an alternate director of such board and
includes a person occupying the position of a director or alternate director, by
whatever name designated, or a prescribed officer; or a person who is a member of
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a committee of the board or of the audit committee, irrespective of whether or not
the person is also a member of such board.

3.3.4 Employees: Also referred to as staff members. These include individuals employed
by Eskom Holdings SOC Limited and Eskom Subsidiaries on a permanent basis,
contract labour, temporary employees, part-time employees, casual employees,
occasional employees, learners and others acting for Eskom or its Subsidiaries.

3.3.5 Eskom: Eskom means Eskom Holdings SOC Limited and its Subsidiaries.

3.3.6 Ethics: Ethics refers to the process of distinguishing between what is right and
wrong in my interaction with others, so that I can do what is right. Doing what is
right, is also interpreted as doing what is good, or ensuring that I do no harm.

3.3.7 Favoritism: Favouritism refers to the practice of showing favour to, or giving
preference to some person or group, to the detriment or expense of another person
or group that is entitled to equal treatment or opportunity. This action normally
entails discriminating against another person or group. Within Eskom, each person
should be valued as an individual and as an important member of the team, and
therefore favouritism will not be condoned.

3.3.8 Nepotism: Nepotism is a specific form of favouritism. It entails showing favour or
preference towards relatives based upon that relationship, rather than on an
objective evaluation of ability or suitability. For example, offering employment to a
relative, despite the fact that there are others who are better qualified and willing to
perform the job, would be considered a form of nepotism, which is not allowed in
Eskom.

3.3.9 Professionalism: In Eskom, directors and employees demonstrate professionalism
by paying attention to detail, demonstrating expertise in their fields, behaving above
reproach and giving their best to Eskom at all times.

3.3.10 Relative: A relative in this context is someone who is related through blood,
marriage or adoption.

3.3.11 Respect: Respect is demonstrated when you show consideration for, or
appreciation of someone or something. For example, appreciating your colleagues
and staff members; or being considerate towards your customers' needs and
expectations. When you show respect, you treat others in the same manner in
which you want them to treat you. You treat others' assets in the same way in which
you expect others to treat your personal assets.

3.3.12 Stakeholders: Broadly defined, stakeholders refer to any group, individual, or thing
(e.g. environment) that can affect, or is affected by, the achievement of the
organisation's objectives. Eskom's stakeholders include its shareholder, its Board of
Directors, its employees, its customers, its suppliers, the public, the environment
and the communities in which it operates.
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3.3.13 Suppliers: Supplier means any person or entity that does business with Eskom or
tenders to do business with Eskom, or is registered on Eskom's supplier database,
such as consultants, contractors, sub-contractors, and providers of goods and
services.

3.3.14 Values: Values refer to core beliefs, which define what one believes in and what is
important. Values influence behaviour and motivate decisions. Values do not only
apply to individuals but also to organisations.
Eskom's core values are referred to as 'ZIISCE' and are: Zero Harm, Integrity,
Innovation, Sinobuntu, Customer Satisfaction and Excellence. These values
describe what is important to the organisation, what it stands for and what it believes
in, and are defined as follows:

• Zero Harm - Protecting the Eskom Way
• Integrity - Acting the Eskom way
• Innovation - Thinking the Eskom way
• Sinobuntu - Caring the Eskom Way
• Customer Satisfaction - Serving the Eskom way
• Excellence - Working the Eskom way

3.4 Abbreviations

Abbreviation
BU
CE
DE
EDC
EXCO
GE

Explanation
Business Unit
Chief Executive
Divisional Executive
Eskom Documentation Centre
Executive Management Committee
Group executive

3.5 Roles and Responsibilities

3.5.1 Employee Responsibilities:

Eskom is committed to the highest ethical standards and principles in all Eskom
business, and requires the same from Eskom employees in fulfilling their Eskom
responsibilities. Compliance with the Code and ethics-related policies is therefore
required of Eskom directors and employees, which include contract labour,
temporary employees, part-time employees, casual employees, occasional
employees, learners and others acting for Eskom.

3.5.1.1 Ensure that you are familiar with the Code, and ethics-related policies,
and that you receive proper training on these.
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3.5.1.2 Use the Code to guide your decisions, especially when you are in doubt,
or if there are no rules or policies that address the specific situation.

3.5.1.3 If you have questions or concerns, ask for advice. (Refer 'Finding your
way')

3.5.1.4 Request detailed information from managers, supervisors and policy
custodians regarding policies and procedures affecting your work, and
ensure that you understand and comply with these.

3.5.1.5 Use the appropriate channels to report unethical behaviour, crime,
irregularities and grievances. Eskom will protect employees who have
reported suspected illegal activities and violations of the policy, against
any form of victimisation or occupational detriment, and will make every
effort to protect the confidentiality of anyone reporting a breach. (Refer to
the Whistle blowing Policy)

3.5.2 Managerial Responsibilities:

In addition to their general rights and responsibilities as employees of Eskom,
managers and supervisors have additional responsibilities resulting from their
seniority and the nature of their managerial/supervisory duties:

3.5.2.1 Managers and supervisors are required to:
a. make a personal commitment to act in accordance with the Code,

communicate this commitment to staff members, and lead by
example;

b. guide staff members to behave in accordance with the Code;
c. identify ethics risks in your business activities, and establish ways to

mitigate these risks, and to address potential contraventions of the
Code;

d. take appropriate action to correct behavioural deviations, and
e. enforce disciplinary action when appropriate.

3.5.2.2 Managers and supervisors are required to ensure that their staff
members, including temporary employees and contract workers in the
department:

a. are in possession of the Code, and/or the Quick reference guide 'How
to find the Way';

b. are sensitised to the policy, and ethics related policies, through staff
dialogue sessions facilitated by managers and supervisors.
Employees need to know how to apply the Code of Ethics and ethical
standards in their specific work environments. (Presentation material
is available from the ethics website and ethics office).
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3.5.2.3 Managers and supervisors are accountable for ensuring that all new
employees and temporary or contract workers attend their
Group/Division's induction programme, as well as formal ethics training
workshops. The Ethics Office should be contacted to provide ad hoc
ethics training on request.

3.5.2.4 Managers and supervisors are required to give their staff members
opportunities to discuss ethics issues and concerns both formally (e.g.
staff meetings) and informally (one-to-one meetings). It is recommended
that 'ethics' is a standing agenda item for staff meetings, so as to
encourage ethics dialogue.

3.5.2.5 Managers and supervisors are required to assist staff members in:
a. addressing ethics issues and concerns, and/or
b. reporting unethical behaviour and violations of the law and policies, so

that incidents can be investigated and appropriate action be taken.

3.5.2.6 Managers and supervisors may not, under any circumstances, victimize
staff members who report unethical behaviour, and/or violations of the law
and policies.

3.5.3 Other Role Players' Responsibilities:

3.5.3.1 Human Resource practitioners are required to ensure that new employees
receive the policy brochure (formal one-pager available from the Ethics
Office and ethics website) as part of the sign-on documentation that is
given to them on the first day of employment. New employees must also
be registered to attend an induction programme within one month of
joining Eskom.

3.5.3.2 All individuals acting on behalf of Eskom must be made aware of, and are
expected to adhere to, Eskom's standards of conduct. Therefore,
Procurement and Supply chain departments are required to ensure that
suppliers (as defined in this document) receive the policy brochure (formal
one-pager available from the ethics website) as part of the contract
documentation received from Eskom.

3.5.3.3 The Code will be available to customers and other organisations on
request. These requests must be referred to the Ethics Office.

3.5.3.4 The Ethics Office will develop ethics training material and presentations,
which will be published on the Ethics website (Eskom intranet). Managers,
supervisors, communication practitioners, trainers and ethics co-
ordinators are required to access this information in order to ensure on-
going ethics awareness and training within their respective working
environments.
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3.5.3.5 Apart from employee commitment to ethical behaviour, and the role that
managers and supervisors play in instilling an ethical culture through
ethics awareness, communication, training and disciplinary action for non-
compliance, the functions mentioned below are responsible for further
entrenching an ethical culture within the organisation.

3.5.3.6 Assurance and Forensic Department by:

a) providing an assurance function that the respective Group/Divisions
subsidiaries are complying with legislation, policies and procedures of
the organisation and that the organisational values are lived within the
workplace;

b) monitoring ethics training and awareness;
c) investigating and reporting on ethics matters referred to them by the

Ethics Office, and ensuring that disciplinary action is instituted against
employees where evidence of non-compliance exists. Assurance and
Forensics Department is also accountable for the confidential,
externally managed, toll-free whistle blowing/hot line (0800-11-27-22),
the investigation of incidents reported to them through various
channels, and for maintaining accurate statistics on crime and
irregularities within the organisation, and reporting these to EXCO
and the Eskom Board.

3.5.3.7 Employee Relations by:

ensuring that grievances are effectively addressed and disciplinary action
is taken against employees in terms of Eskom's processes.

3.6 Process for Monitoring

The Code will primarily be monitored and maintained by the Ethics Office within Regulation
and Legal Division. The Ethics Office's role is to regularly review and monitor that the Code
remains relevant and to assist the organisation with the effective implementation thereof.

The Group/Divisional Executives are accountable for compliance with the Code within their
respective Groups and or Divisions with the support of the ethics co-ordinators within the
Groups/Divisions.

The Regulation and Legal Division shall be assisted by other role players reflected under
paragraph 3.5 above.

4. Acceptance

This document has been seen and accepted by: EXCO.
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5. Revisions

Date Rev.

July 2001 0

September 2006 0

November 2010 1

July 2014

Remarks

A directive with reference number ESKADABK8 was
registered on the Eskom Documentation Centre database.
No formal document was submitted for publication.

A policy was put together to replace ESKADABK8. The
policy was allocated with reference number 32-173 and
formatted in compliance with the Eskom documentation
requirements.

The policy was revised to align with the new Companies
Act and the King Report on Corporate Governance for
2009, and also to incorporate specific requirements from
Board and feedback from ethics co-ordinators and key
stakeholders within the organisation

Periodic review that takes into account changes in the
organisational structure

Development Team

The following people were involved in the development of this document:
The Code of Ethics was developed by the Ethics Office, with inputs from the key role-
players listed in item 7 below.

Acknowledgements

• Eskom Board of directors;
• Eskom executive management committee members;
• Eskom employees through the ethics climate survey (2005/2006);
• Eskom customers and suppliers through the ethics climate survey (2005/2006)
• Managerial employees' input into the draft Code of Ethics;
• Organised Labour through the Central Consultative Forum; and
• Ethics co-ordinators within the respective Divisions.
• Language Services Team.
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1. Introduction

This Policy creates the governance framework for all procurement and supply chain management
activities within Eskom Holdings SOC Limited (Eskom).

The Technology and Commercial Group within Eskom has been mandated to align its operations
with the strategic objectives of Eskom, and to moreover create a world class commercial
organisation.

In order to achieve this, Group Technology and Commercial will carry out its mandate as a single
centre-led procurement and supply chain management entity within Eskom, and will ensure
standardisation of procedures and processes across procurement and supply chain operations, in
order to meet customer requirements and minimise operational risks to Eskom.

Training and accreditation of the procurement fraternity with Eskom, standardisation and
simplification of procedures and processes, and consistent application and decision-making is
pivotal in order to ensure that the purchase, disposal and/or leasing of assets, goods and services
are conducted legally, safely and ethically, in the shortest possible lead times and with the best
possible financial and operational outcome for Eskom, while at all times upholding the
constitutional principles of fairness, equitability, transparency, cost-effectiveness, and
competitiveness, and the PFMA principles of avoiding wasteful and irregular expenditure.

2. Policy Content

2.1 Legislative Framework

As a wholly state-owned entity, Eskom is classified as an "organ of state" in accordance with the
Constitution of the Republic of South Africa, Act 108 of 1996 (the Constitution).

As an organ of state, Eskom is legally obliged, in terms of Section 217 of the Constitution to create
and maintain a procurement system enabling the contracting of goods and services in a manner
that is fair, equitable, transparent, competitive and cost-effective. It is furthermore a legal
requirement that the procurement of goods and services by organs of state be regulated by law -
(S217 (3)) of the Constitution.

The Preferential Procurement Policy Framework Act (PPPFA) 5 of 2000 and its associated
Regulations give effect to S217 (3) of the Constitution by prescribing the legislative and regulatory
framework to give effect to standardised tendering processes in the procurement of goods and
services by organs of state. The PPPFA is intrinsically linked to the Public Finance Management
Act (Act 1 of 1999), by subjecting all Schedule 2 PFMA entities (including Eskom) to the
applicability of the PPPFA Regulations.

Both the Constitution and the PPPFA require organs of state to develop procurement policies that
align with the prescribed framework set out in the PPPFA.

Eskom, as a Schedule 2 PFMA entity was previously exempt from the PPPFA and its Regulations,
until December 2012. It thereafter became mandatory in terms of the law for Eskom to fully comply
with all provisions of the PPPFA and its Regulations, with exemption only being received with
respect to procurement authorised by Development Funding Institutions (DFIs).
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This revised Policy, and the revised Procedure (32-1034) therefore seeks to ensure constitutional
and PPPFA alignment in all procurement processes.

Further to this, Eskom as an organ of state is further governed by the PFMA in the management of
public funds. On this basis, in terms of Chapter 6 of the PFMA, regarding Public Entities, Eskom is
obliged to have an 'accounting authority' which must be accountable for the obligations set out
therein. Within Eskom, this accounting authority is its Board of Directors.

One of the responsibilities of the Eskom Board is to have and maintain an appropriate procurement
and provisioning system which is fair, equitable, transparent, competitive and cost-effective, and in
giving effect to this, the core fiduciary duties of the Eskom Board is to exercise the duty of utmost
care to ensure reasonable protection of the assets and records of the public entity; act with fidelity,
honesty, integrity and in the best interests of the public entity in managing the financial affairs of
the public entity; and to seek to prevent any prejudice to the financial interests of the state.

These obligations of the Eskom Board are further augmented by the provisions of the Companies
Act, 71 of 2008 (as amended) and the principles of the King Code of Corporate Practices and
Conduct contained in the King Report on Corporate Governance for South Africa 2009 (King III
Report).

In accordance with the legislative framework and the required governance practices, Eskom's
Delegation of Authority Policy 240-62072907 (as approved by the Eskom Board of Directors and
updated from time to time) creates the financial and commercial parameters for decision-making,
approvals and consents across Eskom and specifically within the procurement and supply chain
environment, whereby purchases, disposals and/or leasing of assets, goods or services are
authorised and approved strictly in accordance with the Delegation of Authority Policy, in order to
ensure that the legal obligations of the Eskom Board are formalised and maintained at each and
every transactional level.

Procurement and supply chain operations within Eskom are furthermore governed normatively by
the latest revisions of Eskom's Conflict of Interest Policy, the Eskom Code of Ethics (The Way -
Standard), and the Eskom Lifesaving Rules with respect to ethical and safe conduct, and all
procurement and supply chain related activities must be managed in strict accordance with the
aforementioned policies and standards, with a zero-tolerance approach to unethical and unsafe
practices.

The development of the Approved Procurement Framework is based on the aforementioned legal
and policy considerations. The specific processes and operational aspects of the procurement and
supply chain environment within Eskom are set out in detail for use by its Procurement
Practitioners within the latest revision of Eskom's Procurement and Supply Chain Management
Procedure (32-1034) and the various Process Control Manuals (PCMs).

2.2 Policy Principles or Rules

Group Technology and Commercial will therefore seek to execute its mandate in accordance with
the following policy principles:
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2.2.1 Avoid wasteful and irregular expenditure, and promote and maintain good corporate
governance through a procurement system which is fair, equitable, transparent, competitive
and cost effective, including with respect to its Internal Suppliers. This entails complying
with Eskom's normative legislative, regulatory and policy frameworks, operating with
simplified and streamlined procurement and supply chain management processes and
procedures, designing appropriate delegations of authority, internal controls and
segregation of duties, providing adequate spend visibility and providing an audit trail of
procurement processes.

2.2.2 Ensure value for money when procuring assets, goods and services. This entails achieving
continuous improvement in value for money as measured through savings and TCO (Total
Cost of Ownership) reduction whilst reducing process cycle time and costs.

2.2.3 Acting as a customer-centric Group with its different stakeholders, by specifically providing
adequate input for budget planning, rendering effective contract and supplier management
and measuring stakeholder satisfaction.

2.2.4 Implement and monitor Supplier Development and Localisation initiatives (such as B-BBEE,
New Growth Path and CSDP) and targets in accordance with Eskom's normative legislative,
regulatory and policy frameworks. This entails managing adequate supplier evaluation
hierarchies and non-exclusive procurement processes and procedures.

2.2.5 Act as a platform for learning as well as growing Eskom's skills and core competencies
within the procurement and supply chain management profession.

The cumulative impact of the aforementioned policy framework must result in delivery of the right
assets, goods and services at the right time, in a legal, ethical, safe and cost-effective manner, in
order to meet Eskom's primary strategic objective of supplying electricity to its customers while still
remaining financially sustainable.

2.3 Core Functions

Group Technology and Commercial is accountable and responsible for the effective control and
management of the following core procurement and supply chain functions for and behalf of
Eskom:

a) Sourcing of Primary Energy

b) Project Sourcing

c) Nuclear Sourcing

d) Commodity Sourcing

e) Tactical Sourcing

f) Business Enablement

g) Supplier Development and Localisation

h) Supply Chain Operations, comprising:

- Materials Management
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- Shipping Management

- Investment Recovery (Asset Disposals)

- Supply Chain Planning

- Business Support

The aforementioned core functions will in turn be supported by a Risk and Governance
Department within Group Technology and Commercial.

3. Supporting Clauses

3.1 Scope

3.1.1 Purpose

The purpose of this Policy is to establish the broad governance framework and principles to enable
legal compliance, alignment, standardisation of procedures and processes, and consistency in
decision-making, of all stakeholders involved in procurement and supply chain operations.

3.1.2 Applicability

This Policy applies throughout Eskom Holdings SOC Limited, its Divisions, wholly owned
subsidiaries and entities wherein Eskom has a controlling interest, operating in terms of South
African law, which are subject to the provisions of the PFMA.

3.2 Normative/Informative References

Parties using this document shall apply the most recent edition of the documents listed in the
following paragraphs.

3.2.1 Normative

[1] ISO 9001 Quality Management Systems.

[2] The Constitution of the Republic of South Africa, Act 108 of 1996
[3] The Companies Act, 71 of 2008
[4] Public Finance Management Act, 01 of 1999
[5] The Preferential Procurement Policy Framework Act, 05 of 2000 and Regulations
[6] Delegation of Authority Policy 240-62072907
[7] The Eskom Code of Ethics (Standard 32-527)
[8] Conflict of Interest Policy (32-173)
[9] The Eskom Lifesaving Rules (240-62196227)
[10] Eskom Disciplinary Code (Eskom Standard 32-1112).

3.2.2 Informative

[1 ] PFMA Framework for Supply Chain
[2] King Code and Report on Corporate Governance for South Africa 2009 (King III Report).

CONTROLLED DISCLOSURE

When downloaded from the document management system, this document is uncontrolled and the responsibility rcsls with the
user to ensure it is in line with the authorised version on the system.

No part of this document may be reproduced without the expressed consent cf the copyright holder, Eskcm Holdings SOC
Limited, Reg No 2C02/015527/06.

Hard copy printed on: 30 May 2014

JAM-100



Eskom's Procurement and Supply Chain Management
Policy

Unique Identifier: 32-1033

Revision: 2

Page: 7 of 9

51

3.3 Definitions

Definition

Accredited Procurement
Practitioner

Approved Procurement
Framework

Internal Supplier

Procurement Practitioner

Explanation

An Accredited Procurement Practitioner is a Procurement
Practitioner who has been trained, assessed and
accredited to execute, support and/or approve
procurement strategies; and the awarding / modification of
orders /contracts, and who has been formally delegated
with such authority in writing. The exercise of delegated
authority is done strictly in accordance with the Approved
Procurement Framework.

The Approved Procurement Framework refers to the
approved Delegation of Authority Policy 240-62072907,
this Policy (32-1033), Eskom's Procurement and Supply
Chain Management Procedure (32-1034), approved
internal PCMs, Standard Operating Procedures and Work
Instructions governing the procure-to-pay processes within
Eskom, and any other mandatory legislative and policy
frameworks that govern and have a direct impact on
Eskom's procurement and supply chain management
operations.

A Division, wholly-owned or partly-owned subsidiary of
Eskom Holdings SOC Limited that is a supplier of assets,
goods or services to Eskom Holdings SOC Limited.

A Procurement Practitioner is an employee within Eskom
appointed to manage and/or execute a procedure or
process as contained in Procedure 32-1034, or within any
of the approved PCMs relating to procure-to-pay
processes forming part of the Approved Procurement
Framework. A Procurement Practitioner is required to be
trained, assessed and accredited within a reasonable time
period as agreed to with his/her Procurement Manager, to
become an Accredited Procurement Practitioner. A
Procurement Practitioner does not have any delegation of
authority to support or approve commercial transactions,
but may still execute commercial transactions and make
recommendations in respect thereof.
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3.4 Abbreviations

Abbreviation
B-BBEE

CSDP

DOA

DFI

EXCO

PCM

PFMA

PPPFA

SOC

TCO

Explanation

Broad-Based Black Economic Empowerment

Competitive Supplier Development Programme

Delegation of Authority

Development Funding Institutions

Executive Committee

Process Control Manual

Public Finance Management Act

Preferential Procurement Policy Framework Act

State Owned Company

Total Cost of Ownership

3.5 Roles and Responsibilities

Group Executive: Technology and Commercial: The executive and member of the EXCO
appointed by the Eskom Board of Directors to lead and manage Group Technology and
Commercial within Eskom. In order to give effect and accountability to decision-making within the
procurement and supply chain management environment, the Eskom Board of Directors has
delegated the Group Executive: Technology and Commercial with the authority for all consents /
approvals related to procurement and supply chain management activities across Eskom. This
delegation will in turn be further delegated in writing to various general managers, senior
managers, tender committees, and other Accredited Procurement Practitioners within Group
Technology and Commercial.

The authority to bind Eskom into contracts for the supply, disposal, leasing of assets, goods and
services is governed strictly by the Board-approved Delegation of Authority Framework for
Procurement.

Only delegated individuals and specifically formed tender committees will have the authority to
grant approvals for the awarding of contracts / orders.

Risk and Governance Department: Responsible for implementing the Approved Procurement
Framework, including implementation of effective internal controls and measures to ensure risk
mitigation and compliance thereto, and to facilitate investigations into related non-compliance.

3.6 Process for Monitoring

The Risk and Governance Department residing within Group Technology and Commercial will
implement the necessary checks and balances on various aspects of the procurement and supply
chain processes in order to manage and monitor compliance to the Approved Procurement
Framework.
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Where analysis and audits reveal non-compliance to the Approved Procurement Framework,
effective remedial corrective and / or disciplinary measures will be recommended by the Risk and
Governance Department to ensure compliance thereto, and to prevent future non-compliance.

Group Technology and Commercial will ensure that all Procurement Practitioners and other
relevant stakeholders involved in the procure-to-pay processes and other procurement and supply
chain management operations of Eskom are regularly trained on the Approved Procurement
Framework and any revisions / amendments relating thereto.

Once the necessary training has been received by Procurement Practitioners and other relevant
stakeholders, serious and material breaches of the Approved Procurement Framework will be
subject to investigation and, based on the outcome of these investigations, employees acting in
contravention of the Approved Procurement Framework may be subject to disciplinary action
based on the PFMA and Eskom's Disciplinary Code.

Internal Audit within Assurance and Forensics will conduct regular audits to ensure compliance
with this Policy.

4. Acceptance

This document has been seen and accepted by:

Name

EXCO

Business Improvement Project

Eskom Legal Department

Internal Audit (Assurance and
Forensics)

Group Technology and
Commercial Management
Committee

Designation

5. Revisions

Date

October 2010

April 2011

April 2014

Rev.

0

1

2

Remarks

Back 2 Basics Programme (As-ls Phase).

Revised to align to Back2Basics (To Be Process)

Revised to align with revised Delegations of Authority, PPPFA
application and revised supplier reconsideration processes
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1. introduction

This Procedure 32-1034 sets out the procedures and processes to be followed by various key
operational areas within procurement and supply chain operations, under Group: Technology and
Commercial within Eskom Holdings SOC Limited ("Eskom").

The key operational areas governed by this Procedure include:

a. Sourcing of Primary Energy (coal, water and fuel)

b. Project Sourcing

c. Nuclear Sourcing

d. Commodity Sourcing

e. Tactical Sourcing

f. Business Enablement

g. Supplier Development and Localisation (SD&L)

h. Supply Chain Operations (SCOPS), comprising:

i. Materials Management

ii. Shipping Management

iii. Investment Recovery (Asset Disposals)

iv. Supply Chain Planning

v. Business Support

2. Supporting Clauses

2.1 Scope

The purpose of this Procedure is to describe the processes and procedures to be followed by
Procurement Practitioners across the various operational areas within Eskom when delivering the
required outputs of the End-Users' / customers' requests with clarity, effectiveness and accountability.
When applying the standard procedures within the Approved Procurement Framework, it is intended to
achieve accuracy and consistency in decision-making, customer satisfaction as well as fulfilment of the
strategic objectives of Group Technology and Commercial, and Eskom as a whole.

This Procedure may be subject to amendments from time to time (either in the form of signed and
approved Position Papers issued by the Risk and Governance Department within Group Technology
and Commercial, or through a formal revision to this Procedure), in order to align with changes in
business strategy, legislation, policy, industry trends, recognised good practice, as well as any other
considerations which are necessary to maintain the efficiency and integrity of Eskom's procurement and
supply chain operations.

2.1.1 Purpose

The overall intent is to ensure that application of the Approved Procurement Framework results in an
outcome/solution that is commercially, financially, and technically sound and which in addition, does not
contravene the constitutional principles of fairness, equitability, transparency, competitiveness and cost-
effectiveness. On this basis, this Procedure must, in the event of a lack of clarity, or in the event of
ambiguity or inconsistency, be interpreted in favour of complying with the aforementioned constitutional
principles, based on existing jurisprudence, including latest precedent set by South African courts, to
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ensure an outcome that is legally sound, and which does not compromise the integrity or reputation of
Eskom.

Prior approval from the EXCOPS or a higher Delegated Approval Authority is needed in the case of
relaxation or amendment of this Procedure or a section thereof. Relaxations will be specifically
applicable where deviations are required for purposes of the acquisition of loans / funding to support the
procurement, and / or the achievement of substantial monetary and / or technical benefits to Eskom,
which is supported by a Board-approved strategy. Deviations from this Procedure are still required to
comply with the constitutional principles of fairness, equitability, transparency, competitiveness and cost
effectiveness, which remain the overriding obligation.

2.1.2 Applicability

This Procedure applies uniformly throughout Eskom Holdings SOC Limited, its Divisions, wholly-owned
subsidiaries and entities wherein Eskom has a controlling interest, operating in terms of South African
law, which are subject to the provisions of the PFMA.

2.2 Normative / Informative References

Parties using this document shall apply the most recent edition of the documents listed in the following
paragraphs.

2.2.1 Normative

[I] The Constitution of the Republic of South Africa Act 108 of 1996

[2] Public Finance Management Act 01 of 1999

[3] The Broad-Based Black Economic Empowerment Act 53 of 2003

[4] The Preferential Procurement Policy Framework Act 05 of 2000

[5] PPPFA Regulations

[6] The Construction Industry Development Board Act 38 of 2000

[7] CIDB Regulations

[8] The Eskom Delegation of Authority Policy 240-62072907

[9] Eskom's Procurement and Supply Chain Management Policy - 32-1033

[10] Conflict of Interest Policy (32-173)

[II] The Eskom Code of Ethics (Standard 32-527)

[12] Eskom Disciplinary Code (Eskom Standard 32-1112)

[13] Eskom Disciplinary Procedure (32-1111)

[14] The Eskom Life Saving Rules (240-62196227)

[15] Safety, Health, Environment and Quality (SHE) Policy (32-727)

[16] Construction Safety, Health and Environmental Management (Procedure 32-136)

[17] SHE Requirements for Eskom Commercial Process (32-726)

[18] ISO 9001: 2008, applicable SABS Standard

[19] Supplier Contract Quality Requirements Specification (QM58)

[20] Periods for Retention of Accounting and Other Records 32-202
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[21] Foreign Exchange and Commodity Exposures Policy (32-10954)

[22] Foreign Exchange and Commodity Procedure for Importation and Exportation of Goods and
Services (32-1096)

2.2.2 Informative

[23] CIDB Standard of Uniformity

[24] Tender Office Standard 240-53717264

[25] Eskom's Purchasing Pact with Suppliers (To be registered)

2.3 Definitions

Definition

Accredited
Procurement
Practitioner

Accredited
Verification Agency

Approved
Procurement
Framework

Black

Explanation

An Accredited Procurement Practitioner is a Procurement Practitioner
who has been trained, assessed and accredited to execute, support
and/or approve procurement strategies; and the awarding /
modification of orders /contracts, and who has been formally
delegated with such authority in writing. The exercise of delegated
authority is done strictly in accordance with the Approved Procurement
Framework.

An accredited verification agency is one that has fulfilled all prescribed
legislative requirements for operating as a verification agency in terms
of the B-BBEE Act and / or any other applicable legislation.

The Approved Procurement Framework refers to the approved
Delegation of Authority Policy (240-62072907); Eskom's Procurement
and Supply Chain Management Policy (32-1033); this Procedure (32-
1034); approved internal PCMs; Standard Operating Procedures and
Work Instructions, governing the procure-to-pay processes within
Eskom; authorised Position Papers, and any other mandatory
legislative and policy frameworks that govern and have a direct impact
on Eskom's procurement and supply chain management operations.

African, Coloured, Indian or Chinese persons who are natural persons
and who are:

a) Citizens of the Republic of South Africa by birth or descent;
or

b) Citizens of the Republic of South Africa by naturalization
before the commencement date of the Constitution of the
Republic of South Africa Act of 1993; or

c) Citizens of the Republic of South Africa by becoming citizens
only after the commencement date of the Constitution of the
Republic of South Africa Act of 1993, who, but for apartheid
which had been in place prior to that date, would have been
entitled to acquire citizenship by naturalization, prior to that
date.
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Definition

Black Women Owned
(BWO)

Black Youth

Blocked

Case Investigator

Delegated Approval
Authority

Delegation of
Authority Policy

Designated E- Band
Manager

Disabled Persons

Enquiry

Eskom Supplier
Database

Explanation

An EME or QSE that is more than 50% owned and effectively
managed by Black women.

Black persons who are youth as defined in the National Youth
Commission Act of 1996

"Blocked" means the tagging of a supplier registered on the Eskom
Supplier Database so as to indicate that the supplier is in the process
of deregistration therefrom, with the possible pending of the
completion and finalisation of any or all obligations remaining under
existing contracts with Eskom, and that no further contracts may be
entered into with that supplier.

A Case Investigator means the person/s assigned by the Supplier
Reconsideration Standing Committee to fully investigate the grounds
for reconsideration of supplier registration as nominated by the
Supplier Reconsideration Standing Committee, on behalf of Eskom.

A Delegated Approval Authority refers to delegated individuals forming
part of a dual or triple adjudication system, or a delegated tender
committee (PTC).

The approved Delegation of Authority Policy with respect to the
Approved Procurement Framework refers to the various delegations of
authority passed from the Eskom Board of Directors to the Chief
Executive, Finance Director, Group Executives and Divisional
Executives, and further delegated to other appointed general and
senior managers, to Accredited Procurement Practitioners and / or to
tender committees in order to approve the purchase, disposal and/or
leasing of assets, goods and services for and on behalf of Eskom.

A designated E-Band Manager is a Senior Manager in Eskom
managing an operational area where a need has been identified for a
supplier to be categorised as a sole source supplier for reasons
stipulated on the Sole Source Justification Form, and who is
accountable for validating and authorising the motivation contained
within the Sole Source Justification Form.

Disabled Persons refers to persons with a long term or recurring
physical or mental impairment that substantially limits their entry into,
or advancement in employment.

A collective and generic term for requests for information, expressions
of interest, requests for quotations, invitations to tender or requests for
proposals made to a supplier, a group of suppliers or the market at
large.

The Eskom Supplier Database refers to the electronic database
created and maintained by Eskom for the purpose of assisting in the
management and administration of its suppliers and/or the award of
contracts or the placement of orders.
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Definition

Exempted Micro
Enterprise (EME)

Flagged

Hierarchy of Supplier
Preference

Internal Suppliers

Large Black Supplier

Large Black Women
Owned Supplier

Large Measured
Entity (LME)

Explanation

EMEs refer to Suppliers with a total revenue not exceeding R5m, or as
otherwise prescribed within relevant Sector Codes, who have an
automatic B-BBEE Status of a "Level Four Contributor", or a BBBEE
Status of a "Level Three Contributor" where more than 50% Black
Owned, without the requirement of a B-BBEE verification certificate
being mandatory. (NB: that the revision to the BBBEE Codes will
become effective within Eskom on or before 31 December 2014 and a
Position Paper will be issued within Group Technology and
Commercial, regarding the implementation of the updated BBBEE
Codes of Good Practice).

"Flagged" means the tagging of a supplier registered on the Eskom
Supplier Database so as to indicate that the registration of the supplier
on the Eskom Supplier Database is under re-consideration or
temporary suspension and that for the time being no contracts may be
entered into with that supplier.

The Hierarchy of Supplier Preference (set out in 3.2.4) is an internal
system of supplier selection used as a market analysis framework,
based on giving first preference to existing suppliers (via existing
contracts) before awarding new contracts / orders to new suppliers,
and then, when looking at the award of new orders / contracts, to first
give consideration to Internal Suppliers before giving consideration to
external suppliers, and when giving consideration to external
suppliers, to first consider small Black suppliers over larger Black
suppliers, and to further consider local manufacturers over
international manufacturers, and local distributors of locally
manufactured products over local distributors of internationally
manufactured products. The Hierarchy of Supplier Preference must be
used as a framework when deriving commercial strategies,
segmenting suppliers for informal sourcing processes, and setting
specific goals and objective criteria as part of the PPPFA Framework.

A Division, wholly-owned or partly-owned subsidiary of Eskom
Holdings SOC Limited that is a supplier of assets, goods or services to
Eskom Holdings SOC Limited.

A Large Black Supplier refers to a LME that is more than 50% owned
and effectively managed by Black persons.

An LME that is more than 50% owned and effectively managed by
Black women.

Large Suppliers with turnovers in excess of R35m (thirty five million
Rand) will be measured against all seven elements of the Generic
Scorecard as set out in the B-BBEE Codes of Good Practice. (NB: that
the revision to the BBBEE Codes will become effective within Eskom
on or before 31 December 2014 and a Position Paper will be issued
within Group Technology and Commercial, regarding the
implementation of the updated BBBEE Codes of Good Practice).
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Definition

PPPFA Framework

Project Lifecycle
Model

Position Paper

Procurement
Practitioner

Purchasing in Eskom
(PiE) training

Explanation

The PPPFA Framework refers to the Preferential Procurement Policy
Framework Act (05 of 2000), its Regulations, and any other formal and
official notifications and guidelines issued by the National Treasury
regarding the application thereof.

The Project Life Cycle Model (PLCM) comprises five stage gates as
follows: Concept Release Approval (CRA), Definition Release
Approval (DRA), Execution Release Approval (ERA), Hand Over
Approval (HO) and Finalisation Release Approval (FRA).

A formal amendment to the Approved Procurement Framework,
approved by the EXCOPS or a higher Delegated Approval Authority,
signed off by the Group Executive: Technology and Commercial, and
issued by the Risk and Governance Department within Group
Technology and Commercial.

A Procurement Practitioner is an employee within Eskom appointed to
manage and/or execute a procedure or process as contained in this
Procedure (32-1034), or within any of the approved PCMs relating to
procure-to-pay processes forming part of the Approved Procurement
Framework. A Procurement Practitioner is required to be trained,
assessed and accredited within a reasonable time period as agreed to
with his/her Procurement Manager, to become an Accredited
Procurement Practitioner. A Procurement Practitioner does not have
any delegation of authority to support or approve commercial
transactions, but may still execute commercial transactions and make
recommendations in respect thereof.

PiE training is an official and mandatory training course for
Procurement Practitioners regarding the execution of commercial
transactions within Eskom. Procurement Practitioners must attend the
complete course and be assessed in order to become Accredited
Procurement Practitioners. A pass mark of eighty per cent (80%) is
required in the assessment for a Procurement Practitioner to qualify to
become an Accredited Procurement Practitioner. PiE is endorsed by
executive management within Eskom and its content will be subject to
revision from time to time.
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Definition

Related Person

Small Black
Enterprise (SBE)

Sole Source
Justification Form
(SSJF)

Supplier

Tender

Explanation

"Related person" means any person who is required to be a signatory
of a Supplier Application Form, offer, tender or proposal, and any
other person who, directly or indirectly:-

(i) Controls in any manner whatsoever a supplier or a subsidiary
thereof (if any);

(ii) Controls in any manner whatsoever the performance and
execution of a contract concluded or order issued between Eskom and
a supplier; or

(iii) Is being controlled in any manner whatsoever by the person
contemplated in sub-clause (i) or (ii),

Provided: that where there is any dispute concerning such control, that
dispute shall be referred to a senior legal adviser or higher within
Eskom's Legal Department for resolution, whose decision shall be
final.

SBEs refer to an EME or QSE that is more than 50% owned and
effectively managed by Black persons.

The SSJF is an internal control form completed by an End-User and
authorised by the Designated E-Band Manager, an SD&L functionary,
and a Senior Commercial Manager (or higher) as a motivation that a
supplier is a sole supplier, for one or more reasons specified on the
form. It may be used on a per order /contract basis by an End-User
when there is a specific requirement for assets, goods, or services, or
it may be used as a motivation for a longer term "blanket" approval of
a sole source. This form is required to be submitted together with the
Commercial Transaction Approval Form to the applicable Delegated
Approval Authority, depending on the value and contract period of the
transaction.

A supplier is a current or potential supplier, vendor, contractor,
consultant, or service provider. A supplier may be a natural or legal
person, and includes any employee acting within the course and
scope of his/her employment, or any agent or manager acting for or on
behalf of, or in the interests of the person registered as supplier on the
Eskom Supplier Database.

A tender refers to a written competitive offer, quotation or proposal
made by a supplier, in a prescribed or stipulated form, in response to
an invitation to tender / competitive enquiry for the provision of assets,
goods or services, and/or the disposal thereof.

2.4 Abbreviations

Abbreviation

B-BBEE

BEAST

Description

Broad-Based Black Economic Empowerment

Business Evaluation and Analytical Services Team
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Abbreviation

BU

BWO

CARAT

CE

CFA

CFC

CIC

CIF

CIDB

CIPC

CNC

COIDA

CPA

CPI

CRA

CSDP

DCF

DE

DFI

DFSP

DOA

DOE

DPE

DRA

DTI

ECC

ECCMA

ECSC

EME

EOCD

EOI

EOQ

ERA

ESDEF

EXCO

EXCON

EXCOPS

FD

FEP

Description

Business Unit

Black Woman Owned

Complete, Accurate, Relevant, Accessible and Timely

Chief Executive

Clearing and Forwarding Agent

Customer Foreign Currency

Capital Investment Committee

Cost Insurance Freight

Construction Industry Development Board

Companies and Intellectual Property Commission

Customer Network Centre

Compensation for Occupational Injuries and Diseases Act

Contract Price Adjustment

Consumer Price Index

Concept Release Approval

Competitive Supplier Development Programme

Delegation Consent Form

Divisional Executive

Development Funding Institution

Demand Forecasting and Supply Planning

Delegation of Authority

Department of Energy

Department of Public Enterprises

Design Release Approval

Department of Trade and Industry

Engineering and Construction Contract

Electronic Commerce Code Management

Engineering and Construction Short Contract

Exempted Micro Enterprise

ECCMA Open Catalogue Dictionary

Expression of Interest

Economic Order Quantity

Execution Release Approval

Eskom Development Foundation

Executive Committee

Exchange Control

Executive Committee Procurement Sub-Committee

Finance Director

Front-End Planning
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Abbreviation

FIDIC

FOREX

FPS

GE

GM

GR

GSC

HR

ICAS

IDM

IDSP

IFC

INCOTERMS

INTCOV

IPP

IR

IRBA

ISO

JBCC

JV

LME

LPO

MANCO

MRO

MRP

NDA

NEC

NT

OEM

OHSA

P&SCM

PAIA

PAYE

PCM

PFMA

PIE

PLCM

PO

POD

Description

International Federation of Consulting Engineers

Foreign Exchange

Finance Project Services (A department within Group Finance)

Group Executive

General Manager

Goods Receipt

General Services Contract

Human Resources

Investment and Capital Assurance

Integrated Demand Management

Integrated Demand and Supply Plan

Investment Finance Committee

International Commercial Terms

International Cover

Independent Power Producer

Industrial Relations

Independent Regulatory Board for Auditors

International Standards Organisation

Joint Building Contracts Committee

Joint Venture

Large Measured Entity

Local Purchase Order

Management Committee

Maintenance, Repair, Operations

Materials Requirement Planning

Non-Disclosure Agreement

New Engineering Contract

National Treasury

Original Equipment Manufacturer

Occupational Health and Safety Act

Procurement and Supply Chain Management

Promotion of Access to Information Act

Pay as You Earn

Process Control Manual

Public Finance Management Act

Purchasing in Eskom

Project Lifecycle Model

Purchase Order

Purchase Order Description
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Abbreviation

PPA

PPI

PPPFA

PMBOK

PR

PSC

PTC

QSE

RFI

RFP

ROE

SANAS

SAP

SAPFI

SAPHR

SARS

SBE

SCOPS

SCOT

SD&L
SHEQ

SEIFSA

SFD

SLA

SSJ

TCO

TOR

TPA

TSC

UMC

USD

VAT

VMI

Description

Power Purchase Agreement

Producer Price Index

Preferential Procurement Policy Framework

Project Management Body of Knowledge

Purchase Requisition

Professional Services Contract

Procurement and Tender Committee

Qualifying Small Enterprise

Request for Information

Request for Proposal

Rate of Exchange

South African National Accreditation System

Systems Application Processes

SAP Financial Accounting

Systems Application Processes Human Resources

South African Revenue Service

Small Black Enterprises

Supply Chain Operations

Steering Committee of Technology

Supplier Development and Localisation
Safety, Health, Environment, Quality

Steel and Engineering Industries Federation of South Africa

Short Form Description

Service Level Agreement

Sole Source Justification Form

Total Cost of Ownership

Terms of Reference

Treasury Portfolio Assessment

Term Services Contract

United States Dollar

Value-Added Tax

Vendor Managed Inventory
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2.5 Roles and Responsibilities

2.5.1 Eskom's Board of Directors (Board)

The Eskom Board from time to time approves amendments to the Eskom-wide Delegation of Authority
Policy. This delegation of authority and its application to procurement / disposal approvals is set out in
Appendix A herein, and is a fundamental component of the Approved Procurement Framework.

2.5.2 Executive Committee (EXCO)

The Chief Executive has delegated procurement authority to the EXCO and some of this authority has, in
turn, been further delegated to the EXCO Procurement Subcommittee (EXCOPS) to approve
procurement / disposals which exceed head office operational / capital expenditure PTC delegations.

2.5.3 Group Executive: Technology and Commercial

The executive and member of the EXCO appointed to lead and manage the Technology and
Commercial Group within Eskom.

2.5.4 Divisional Executive: Primary Energy

The executive delegated by the Eskom Board and appointed to lead and manage the procurement of all
primary energy within Eskom. For the purposes of this Procedure, any reference to the Divisional
Executive: Primary Energy is specific to all primary energy related procurement and/or disposals. The
Divisional Executive: Primary Energy may, at his / her discretion, nominate any other general or senior
managers to fulfil any of the roles and responsibilities set out herein on his / her behalf.

2.5.5 Tender Committees (PTCs)

All tender committees are delegated by the Eskom Board (in accordance with Appendix A) to authorise
purchases / disposals exceeding the delegations applicable to dual and triple adjudication delegations of
authority. The constitution of regional / site-based PTCs is done with the written consent of the FD or
relevant GE/DE, with prior consultation of the GE: Technology and Commercial. The operation of a PTC
is governed by its Terms of Reference which must be regulated by the Risk and Governance
Department within Group Technology and Commercial.

2.5.6 Cost Centre Manager

The Cost Centre Manager is the End-User or the manager of the End-User who is responsible for
ensuring that any procurement requested or financial commitment made on the cost centre he/she
manages is approved by him/herself based on a valid need and availability of the necessary funds to
ensure that the procurement is neither wasteful nor irregular, as defined in the PFMA, and is in
accordance with the requirements of the Approved Procurement Framework.

2.5.7 End-User

The End-User is responsible for providing adequate descriptions and quantities for planning and
procurement of business needs within his sphere of responsibility. The End-User is also responsible for
quick response to any requests for clarification by or through the relevant procurement department within
Group Technology and Commercial. Since the purchases are based on an End-User's request and are
paid for by the End-User's cost centre or project, the End-User has the responsibility and authority to
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determine that Eskom's needs will be met before a recommendation is made to a Delegated Approval
Authority or before an order /contract is placed, by providing his /her written consent to the
recommendation being presented to the Delegated Approval Authority.

2.5.8 Procurement Manager

The Procurement Manager is responsible for ensuring that PRs that are entered in the procurement
system are dealt with expeditiously, efficiently and effectively. He/she is responsible for the performance
quality of the procurement function. This includes reduced turnaround times regarding resolution of PRs,
consolidation of requests to achieve economies of scale and optimisation of savings opportunities where
possible, ensuring training and accreditation of Procurement Practitioners, liaison with End-Users as
internal customers, performance measurement against specified key performance indicators and
standards, and quality assurance of the formal recommendations made to Delegated Approval
Authorities.

2.5.9 Non-Buyers /LPO Buyers

Eskom employees who are not appointed Procurement Practitioners, i.e. non-buyers /LPO Buyers, may
at the discretion of authorised delegates of Group / Divisional Executives who are Cost Centre Managers
at a minimum of E-Band level, be authorised through a written letter of appointment, to serve as LPO
Buyers and execute procurement of specific categories of assets, goods or services, of a low value (i.e.
less than R30 000 per transaction, including VAT and all applicable taxes, or as otherwise stipulated by
the Group Executive: Technology and Commercial from time to time), through the use of LPOs. The
uses and constraints of using LPOs will be determined jointly by Group Technology and Commercial and
Group Finance and will be set out in authorised policies, procedures, divisional and individual
Delegations of Authority.

2.5.10 Disposal Officer

Disposal officers are, by virtue of a written appointment and any stipulated training and accreditation
requirements deemed necessary by SCOPS senior management, responsible for the execution of the
disposal of moveable assets and goods in accordance with this Procedure.

2.5.11 Eskom Agent

The Eskom Agent is the appointed Project Manager in the ECC, the Employer's Representative in the
ECSC and the GSC, Employer's Agent in the PSC, the Supply Manager / Purchaser's Representative in
the Supply Contract, the Services Manager in the TSC or the Engineer in terms of FIDIC. The Eskom
Agent is responsible for ensuring that all stipulated contractual deliverables are received on behalf of
Eskom in accordance with the terms and conditions of the relevant contract. The Eskom Agent is
generally defined with associated roles and responsibilities within Eskom's standard forms of contract.
An Eskom Agent must be appointed by a relevant Middle Manager for all contracts not exceeding R10m,
and by a relevant Senior Manager (E-Band) or higher level of authority for all contracts exceeding R10m,
within the relevant area of operations, using the appointment letter relevant to the form of contract.

2.5.12 Commercial Senior Manager:

A generic term for an E-Band Manager within Group Technology and Commercial, who leads the
development and implementation of sourcing strategies, and manages the procurement, for a group of
identified strategic commodities or transactions falling within a category of supply, within a project, or
area of operations.
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2.5.13 Contract Manager

A Contract Manager is the Eskom Agent appointed in terms of the applicable NEC or FIDIC contract, or
a person assigned by the Eskom Agent, to manage and administer the post-award phase of the procure-
to-pay process. A Contract Manager must undergo the necessary training as prescribed by the Contract
Management Department within the Group Technology and Commercial Business Enablement function,
and be able to demonstrate the necessary prior experience of managing similar contracts of a similar
magnitude prior to appointment as a Contract Manager. It is the accountability of the appointing Senior
Manager (or higher), and the Eskom Agent (if not the Contract Manager), to verify that the Contract
Manager being assigned is suitably trained and experienced.

2.5.14 Cross-Functional Team

A cross-functional team consists of a group of End-Users and other subject-matter experts pertaining to
a specific commercial transaction. A cross-functional team is assigned by the Procurement Practitioner
to ensure that execution of the agreed commercial strategy is commercially, technically (including SHEQ
considerations), legally, and financially sound. Cross-functional teams are led and co-ordinated by the
Procurement Practitioner. Cross-functional teams must, as minimum, comprise technical, financial and
commercial representatives, for purposes of strategy development, tender evaluations and negotiations.

2.5.15 Supplier Development and Localisation (SD & L)

Supplier Development and Localisation (SD & L) as a function within Group Technology and Commercial
incorporates all governmental socio-economic requirements, including, but not limited to Broad-Based
Black Economic Empowerment (B-BBEE), localisation, skills development, industrialisation, and job
creation under a single centralised function in order to maximise local supplier development
opportunities within the supply chain, through consolidated strategies.

2.5.16 Risk and Governance Official

A Risk and Governance Official is an official of Eskom reporting into the human resource structure of the
Senior Manager: Risk and Governance (Group Technology and Commercial) who is responsible for the
management of commercial risk and governance matters relating to the Approved Procurement
Framework, within an Eskom operating unit, province / region, or at Eskom's head office.

2.5.17 Senior Manager: Risk and Governance

The Senior Manager: Risk and Governance (Group: Technology and Commercial) is an official of Eskom
appointed by the Group Executive: Technology and Commercial to manage commercial risk and
governance matters relating to the Approved Procurement Framework, including matters relating to the
grounds for reconsideration of supplier registration statuses.

2.5.18 Standing Committee (Supplier Reconsideration):

The Standing Committee (Supplier Reconsideration) means a permanent committee chaired by a
nominated Senior Manager or higher, and consisting of at least four (4) members with mandatory
representatives from:

a) The Supplier Development and Localisation Department within Group Technology and Commercial;

b) The Legal Department of the Legal and Regulatory Division;

c) The Sustainability Division (SHEQ); and

d) Any one or more of the sourcing departments across Group Technology and Commercial;
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Appointed and mandated by the Group Executive: Technology and Commercial to adjudicate on matters
regarding the reconsideration of supplier registration statuses.

2.5.19 Supplier Evaluation Manager

The Supplier Evaluation Manager is an employee of Eskom reporting into the human resource structure
of the SD&L function, designated or appointed as the official responsible for managing the administration
of the application and registration process for persons to become registered as suppliers on the Eskom
Supplier Database, either in general or in respect of a particular application or class of applications.

2.5.20 Tender Office

The Tender Office based at Eskom's Head Office (Megawatt Park) and at various other Eskom sites is
responsible for the administration and co-ordination of the receipting of competitive tenders and other
formal submissions requested by Eskom in response to enquiries issued. Notwithstanding this, all
Eskom sites with official and authorised Tender Offices will be subject to the same procedures and
processes for the issuing, receipting and administration of tenders / submissions as set out in this
Procedure, and in the Tender Office Standard 240-53717264.

2.5.21 Cataloguer

The cataloguer is responsible to name, describe, classify and number goods (whether stocked or non-
stocked) or services in accordance to the criteria of fit, form and function, which is captured in the
material master module of SAP.

2.5.22 Materials Management Manager

A Materials Management Manager directs, coordinates and plans the warehouse storage and further
distribution of procured assets, goods and materials at Eskom sites under his / her area of management.

2.5.23 Supply Chain Planning Manager

The Supply Chain Planning Manager is responsible for managing, consolidating and analysing the total
supply and demand needs of the business as per approved rolling plans, and organises the timely
availability of the required goods and materials for the maintenance of Eskom sites within his / her area
of management.

2.5.24 Tactical Sourcing Department

The Tactical Sourcing Department will purchase assets, goods or services where the requirement
generally cannot be consolidated with other identical requirements procured by other Groups / Divisions
within Eskom. It is generally applied when requirements do not have significant long term demand,
requirements are non-complex and have low savings opportunities, or where consolidation opportunities
are limited. Should there be a need for procurement in support of a project to be implemented by an
End-User, and the value thereof is less than R300m, then the relevant team within the Tactical Sourcing
Department will be responsible to execute the transaction with support from the Project Sourcing
Department.

2.5.25 Commodity Sourcing Department

The Commodity Sourcing Department executes purchases where multiple End-Users across Eskom
Divisions or within a Division have requirements identified as critical (high complexity / risk with low
impact / cost), strategic (high complexity risk with high impact / cost) or leveraged (low complexity / risk
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with high impact / cost), and where the requirements can be consolidated and procured via enabling /
framework agreements, in order to achieve standardisation and realise significant savings opportunities.

2.5.26 Project Sourcing Department

The mandate of the Project Sourcing Department is the effective sourcing and contracting of capital
assets, goods, services and projects for Group Capital, execution of project procurement across Eskom
for all projects greater than R300m, support and advice on project procurement for projects less than
R300m, management of all procurement funded by Development Funding Institutions (DFI) including the
World Bank, African Development Bank etc., and procurement and commercial support in electricity
retail transactions from IPP's (local and cross border PPA's) including energy savings initiatives
(required by IDM).

2.6 Processes for Monitoring

Group Technology and Commercial has defined processes in place to ensure that commercial
transactions in Eskom are controlled, monitored and executed in accordance with applicable legislation.
These processes for monitoring can be classified into the following categories:

2.6.1 PFMA

Eskom is required by law, in terms of the PFMA, to have "an appropriate procurement and provisioning
system which is fair, equitable, transparent, competitive and cost-effective".

The PFMA requires that Eskom is represented by accountable persons at every level, who must "prevent
irregular expenditure, fruitless and wasteful expenditure, losses resulting from criminal conduct, and
expenditure not complying with the operational policies of the public entity" and "manage available
working capital efficiently and economically".

In terms of the PFMA, one commits an act of financial misconduct if one:

• Makes or permits an irregular expenditure or a fruitless and wasteful expenditure; or

• Wilfully or negligently fails to exercise [delegated] power or perform [delegated] duty.

The PFMA also requires that Eskom's accounting authority (being the Board of Directors) takes effective
and appropriate disciplinary steps against any employee who:

• Contravenes or fails to comply with the provisions of the PFMA;

• Commits an act which undermines the financial management and internal control system of the
public entity; or

• Makes or permits an irregular expenditure and / or a fruitless and wasteful expenditure.

Employees within Eskom, who become aware of a breach or a failure to comply with any aspect of the
PFMA with respect to procurement and supply chain management activities, or with the Approved
Procurement Framework, on the part of another employee, are required to immediately report such
breach or failure in writing to the Senior Manager: Risk and Governance within Group Technology and
Commercial to initiate further investigation.

2.6.2 Ministerial Reporting in Terms of the PFMA

Section 54(2) of the PFMA requires that before a public entity such as Eskom concludes any of the
following transactions, the Board of Directors, must promptly and in writing inform the relevant treasury
of the transaction and submit relevant particulars of the transaction to its shareholder, being the Minister,
for approval of the transaction:
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(a) Establishment or participation in the establishment of a company;

(b) Participation in a significant partnership, trust, unincorporated joint venture or similar arrangement;

(c) Acquisition or disposal of a significant shareholding in a company;

(d) Acquisition or disposal of a significant asset;

(e) Commencement or cessation of a significant business activity; and

(f) A significant change in the nature or extent of its interest in a significant partnership, trust,
unincorporated joint venture or similar arrangement.

For the purposes of sections 54(2) and 55(2)(b), "significant" and "material" are not defined in the PFMA.
Treasury Regulation 28.3.1 provides for the Board to develop and agree a framework of acceptable
levels of "significance" and "materiality" with the Minister ("Significant Transactions"). This framework is
referred to as the Significance and Materiality Framework (SMF).

The purpose of section 54 of the PFMA is to enable the Minister as shareholder to exercise effective
oversight over those affairs of the public entity that have a significant impact not only on its business but
also on the economy in the context of an appropriate and clear model of governance.

To the extent that clarity is required as to whether a transaction requires ministerial approval in terms of
the PFMA, the Procurement Practitioner is required to contact the PFMA Office within the Legal and
Regulatory Division for guidance in terms of the aforementioned SMF.

2.6.3 Ethics

All Procurement Practitioners are obliged to attend training on the Conflict of Interest Policy (32-173),
and the Eskom Code of Ethics (Standard 32-527), in order to ensure that all commercial activities are
conducted in a manner that gives priority to ethical practices.

Managers within Group Technology and Commercial must review all declarations of conflicts of interests
made by their employees, and ensure that appropriate measures are put into place to eliminate any
perceived, potential or actual conflicts of interest within the procurement and supply chain environment.

A formal declaration of interest must be signed by all members of evaluation and negotiation teams prior
to the commencement of formal competitive tender evaluations and formal mandated negotiations (being
all transactions greater than R1 million). It is the responsibility of the Procurement Practitioner to ensure
that such declarations of interests are completed and filed for audit purposes.

Suppliers will be required to comply with the Eskom Code of Ethics as set out within the Purchasing Pact
with Suppliers, as well as in terms of Eskom's standard conditions of contract regarding ethical practices.
Suppliers will be required to complete a formal declaration of interests (on a Declaration of Interests
Form) as a condition of registration and as a standard tender returnable when participating in formal
tendering processes, or as a mandatory pre-requisite to formal mandated negotiations with no prior
tendering (mandates greater than R1 million).

All Eskom employees are also required to complete a Declaration of Interest e-form annually. All
completed e-forms are available from the Ethics Department within the Legal and Regulatory Division.

Failure to comply with the obligations set out in Eskom's Conflict of Interests Policy and the Eskom Code
of Ethics will constitute misconduct in terms of Eskom's Disciplinary Code (32-196).

The Risk and Governance Department within Group Technology and Commercial will set up and
manage internal systems to determine the relationships between Eskom employees and suppliers with
whom Eskom intends to contract with. This system includes probes into shareholding and directorships
of suppliers, as well as probes into private work conducted by Eskom employees, and specifically
Procurement Practitioners. It must be noted that all Eskom employees require specific managerial
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consent in writing to engage in any private work, and that such private work cannot be related to any
business conducted within Eskom.

2.6.4 Safe Practices

Eskom has a zero tolerance approach to unsafe practices, and this zero tolerance approach is required
to be expressed within commercial transactions as conditions to register as a supplier with Eskom,
criteria for evaluation of tenders, conditions of contract award, and conditions of contract.

Compliance to SHE requirements as contained within the contracts with Suppliers is mandatory in terms
of the law.

Suppliers will be required to comply with the Eskom Lifesaving Rules as set out within the Purchasing
Pact with Suppliers. Suppliers failing to comply with SHE requirements may be subject to a process of
reconsideration of their registration statuses with Eskom, dependent on the severity of the non-
compliance.

Failure of Eskom employees executing commercial transactions to comply with the obligations set out in
the Eskom Lifesaving Rules will constitute misconduct in terms of Eskom's Disciplinary Code.

2.6.5 Budget / Investment Approval

For all procurement of assets, goods and services through various procurement methods and sourcing
mechanisms the necessary budgetary / investment approvals must first be obtained, which is the
responsibility of the End-User.

Investment approval refers to the approval of funds within the financial planning process, to be utilised
for a specific financial commitment that Eskom intends to enter into, whereas the term "ERA" refers to
one of five stage gates in the Project Life Cycle Model [PLCM], and which is also used in broad terms for
the investment decision sought from the relevant Investment Committee to enter into the execution
phase of a project. Notwithstanding the distinction in terminology, procurement to enable the execution
and delivery of a project may not commence unless investment/ERA approval has been obtained for the
project.

It should be noted that funds required to develop prototypes, samples, concepts, specifications, scopes,
or to procure long-lead time items (being those components of a system or piece of equipment for which
the times to design and fabricate are the longest, and for which an early commitment of funds may be
necessary in order to meet the earliest possible date of system completion) before the ERA phase of a
project (i.e. during CRA or DRA phases), will require the relevant budgetary / investment approval, prior
to any formal competitive procurement being conducted. Funding for such procurement must form part of
the CRA or DRA approval and will require motivation to the relevant governance committees, which
approval must be recorded as a formal resolution in writing. Accuracy of scope will be a further pre-
requisite in order to proceed with procurement in these instances.

Business Evaluation and Analytical Services Team (BEAST) from Finance Project Services may be
contacted for advice as to when submissions are to be prepared for submission to the Investment
Committees.

2.6.6 Promotion of Access to Information Act 02 of 2000 (PAIA)

PAIA provides the means to exercise the public's right to have access to any information held by the
state. This includes information relating to tendering processes.

Certain processes need to be followed and statutory requirements have to be met.

A PAIA request must be made on a statutory request from "Form A" to constitute a PAIA request.
Anybody receiving such a request must notify the PAIA office.
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All requests for information in terms of PAIA must be referred to Eskom's PAIA office based at the
Eskom Academy of Learning in Midrand (telephone 011-6552130, facsimile on 0866679952, or e-mail
PAIA(5)eskom.co.za).

Further information on the handling of a PAIA request can be found on the following internet link:

http://vvww.eskom.co.za/OurCompany/PAIA/Pages/Promotion_Of_Access_To_lnformation.aspx

2.6.7 Condonation of Irregular Procurement

Whenever any Eskom employee procures assets, goods or services by any means without adherence to
the Approved Procurement Framework, the condonation process must be followed in order to give effect
to the irregular procurement and enable payment to the supplier.

The irregular procurement must be dealt with as follows, involving 3 separate but simultaneous steps:

• The disciplinary / remedial process where the employee who committed an act of financial
misconduct, may be disciplined according to the approved HR/IR policies and procedures. This is in
compliance with the PFMA requirement for the effecting of disciplinary action if irregularities have
occurred within the execution of procurement;

• The internal governance process due to a deviation from the Approved Procurement Framework: All
condonations must be logged by the PTC Secretariat with the (Risk and Governance) Trends
Analysis and Commercial Risk Control Departments within Group Technology and Commercial
where a risk assessment must be conducted in consultation with the line management of the
defaulting employee in order to determine the risks faced by Eskom as a result of the procurement
irregularity and any specific actions that need to be taken in order to rectify or prevent the irregularity
from re-occurring. The R&G Department will follow up with the relevant line managers on the status
of the corrective / preventative / disciplinary processes to be taken within the agreed time frames,
and will report thereon via the Senior Manager: Risk and Governance to the Group Commercial
Management Committee, the PFMA office, and Group and Divisional Executives.

• The payment process to the supplier: The relevant PTC is required to approve the payment to the
supplier against a valid invoice, and to the extent that Eskom has a valid contractual obligation to
pay for the assets, goods or services delivered. Unless otherwise advised by the Eskom Legal
Department, a PTC is not permitted to unduly delay or withhold payment due to a supplier, based on
internal governance issues.

The execution of the 3 steps must take place as follows:

Once an employee's line manager becomes aware of a possible condonation, he/she must
investigate the procurement and based on the outcome of the investigation, determines whether
corrective or disciplinary action must be taken against the employee. The line manager must be
assisted by IR/HR in executing the disciplinary action, and this process is independent from the
process of authorising payment to the supplier, which is a commercial transaction authorised by a
PTC.

• In order to seek condonation from a PTC to enable payment to the supplier, the defaulting employee
and his/her line manager must present the facts regarding the irregular procurement together with
valid invoices to the appropriate PTC on a Commercial Transaction Approval Form. This is the
responsibility of the line manager and the defaulting employee, and not the responsibility of the local
procurement department. The procurement function is not responsible for the processing of
condonations to the PTCs.

• If the irregular procurement occurred against an approved existing contract, but in a manner which
was irregular, the request for condonation must be made to the PTC that approved the original
contract/order (subject to its delegation of authority, which if exceeded by the cumulative value of
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the contract value and condonation value, must then be tabled at the next higher level of
delegation). If the original order / contract had been approved through dual or triple adjudication,
then the condonation must still be sought from a relevant PTC with an appropriate level of
delegation of authority. If the procurement occurs in the absence of an approved contract/order,
then the value and duration of the executed supply determines which PTC to approach.

• The PTC applies its mind to the request for condonation of the irregular procurement, including
addressing matters such as whether the amount payable is contract or market-related, the impact as
a result of foreign currency (if any) and/or whether interest may be payable, etc., and based on this,
may condone the irregular procurement as a commercial transaction and authorise payment to be
made to the supplier.

• When condonation of the irregular procurement has been granted, the line manager (or his/her
authorised nominee) must create a PR in the SAP system which must be routed via the Cost Centre
Manager to the relevant procurement department in order to facilitate creation of a purchase order
and to enable payment to be made to the supplier.

• The line manager concerned (or his /her authorised nominee) arranges for payment to be effected
by sending the minutes of the PTC, a copy of the invoice and the PR number to the assigned
Procurement Practitioner who will create a purchase order for payment purposes.

• The authorisation of payment as condonation for an irregular procurement is reported by the co-
ordinating official/Secretariat of the PTC committee to the Risk and Governance Department for
PFMA reporting and monitoring purposes. The Secretariat of the PTC will update the relevant
internal monitoring data repository with the relevant details of the condonation approved.

• Risk and Governance Department will monitor the progress of the disciplinary / corrective actions
taken by the line manager, within a stipulated and agreed time frame.

• All condonations will be reported by the Senior Manager: Risk and Governance on a regular basis to
the Group Commercial MANCO, the EXCO, and / or relevant sub-committees thereof.

2.6.8 Risk Assessments

It is mandatory for the assigned cross-functional team to conduct mandatory risk assessments at various
stages of the commercial process, such as strategy development, contract selection, and contract
negotiations, and during contract management. Evidence of risk assessments taking into account factors
such as pricing risks, scope-related technical risks, time-related risks, human resource risks, supplier
and market risks, as a minimum, must be identified and stipulated within the approved strategy, with
associated risk mitigation plans and mechanisms. Identified risks can only be effectively mitigated during
procurement and contract execution, through the early identification of risks.

Requests for contingency funds and time, as well as the selection of the appropriate suite of contracts,
and conditions of contract must also be based on the aforementioned formalised risk assessment.

2.6.9 Use of Non-Disclosure Agreements (NDAs)

Eskom uses NDA's to control confidentiality during execution of the procurement process. This is
necessary to safeguard Eskom's information, and to avoid breaches in confidentiality that may impact on
future competitive tenders as well as have an impact on the selection of suppliers for contract award.

NDA's are to be completed by every Eskom representative, including fixed term employees, third party
contractors and external consultants involved in the execution of significant commercial transactions on
behalf of Eskom, (being any commercial transaction greater than R100m). It may be completed on a
discretionary basis for transactions below R100m, depending on the risks relating to confidentiality. It is
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the responsibility of the Procurement Practitioner to appropriately manage all NDAs relating to the
transaction that he /she is executing.

The NDA needs to be completed irrespective of the phase of the procurement process the Eskom
representative will participate in (e.g. developing strategy, developing the enquiry, etc.). NDA's must be
approved by a Commercial Senior Manager on the standard prescribed NDA, and saved onto the
electronic Documentation Management System by the Procurement Practitioner.

It is the responsibility of the Procurement Practitioner to ensure that all NDAs are completed in full with
all required information and appropriately recorded, filed and stored for audit trail purposes.

Once a NDA has been completed and approved for an Eskom representative for a specific commercial
transaction, the hard copies may be stored off-site after electronic scanned copies are saved onto the
centralised Group Technology and Commercial Documentation Management System under a general
file for NDA's. All NDA's (for Eskom representatives and suppliers) must be saved in a centralized
location, using the project, or commodity as the unique identifier.

NDA's for suppliers must be completed and signed once an order / contract (greater than R100m) has
been awarded to the supplier. The Procurement Practitioner must store the NDA's on the Group
Technology and Commercial centralised Documentation Management System under the project or
commodity name and may send the hard copies to be stored off-site.

2.6.10 Proactive Auditing of Commercial Transactions

Internal Audit (within Assurance and Forensics) is required to proactively audit and provide assurance
regarding the manner of executing procurement/disposal processes for all commercial transactions
greater than R300m. The use of independent external auditors will be at the discretion of Internal Audit,
taking into account factors such as independence, transaction sensitivities and issues such as conflicts
of interest. For transactions less than R300m, Internal Audit may be required to audit a transaction at the
request of a Risk and Governance Official, or on a sample basis.

In all instances, a formal report detailing the audit methodology, findings, risks and recommended
corrective actions must be submitted to Group Technology and Commercial via the Risk and
Governance Department, duly signed and authorised by authorised Internal Auditors, in order to inform
decision-making by a Delegated Approval Authority.

2.7 RELATED/SUPPORTING DOCUMENTS

This procedure replaces and supersedes all previous Practice Notes and Briefing Notes issued by the
Risk and Governance Department.
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3. Eskom Procurement and Supply Chain Management Procedure (Detailing Processes
from End-User Need (PR) to Disposals)

3.1 Delegation of Authority to Authorise Commercial Transactions

3.1.1 General Principles of Delegation of Authority

The Eskom Delegation of Authority Policy forms part of the Approved Procurement Framework and is
published by the Legal and Regulatory Division from time to time, upon the approval by the Eskom
Board of Directors.

The core principle is that individual employees may be permitted by a written delegation of authority to
bind Eskom into contracts of purchase / sale regarding assets, goods or services, either acting in a dual,
triple or as part of a tender committee. Furthermore, delegations of authority for the procurement /
disposal of assets, goods or services, must be exercised with the recommendation and approval of
another delegated and Accredited Procurement Practitioner as part of a dual or triple adjudication
system of approval, or with approval from a delegated PTC. The only exception to this principle will
relate specifically to the use and approval of LPOs (as set out in 3.1.2 hereunder).

It is the responsibility of the Commercial Senior Manager to ensure that all Procurement Practitioners
under his /her management undergo training and accreditation in order to give meaningful effect to
participating within the systems of dual and triple adjudication, thereby reducing commercial transaction
approval lead times. Where Procurement Practitioners are still awaiting accreditation (to be obtained
within a stipulated time as arranged with their respective Procurement Managers), such Procurement
Practitioners may only recommend a transaction for approval, and not authorise a transaction.

Sole adjudication (sole signature) authorities are no longer permitted, except in the case of LPO
approvals granted by Cost Centre Managers, which are processed and authorised via workflow on SAP.

Commercial transactions are not permitted to be split into smaller values in order to circumvent or target
certain levels of delegation, merely for convenience or undue preference, and the Risk and Governance
Department will conduct ongoing monitoring of commercial transactions in order to assess for trends of
splitting of transactions.

Based on the outcome of the PiE training and accreditation programmes managed by the Risk and
Governance Department within Group Technology and Commercial, a pool of Accredited Procurement
Practitioners eligible for the receipt of dual and triple adjudication will be notified to each General
Manager: Commercial, within Group Technology and Commercial.

Allocation of dual and triple adjudication authorities to Accredited Procurement Practitioners across sites
and categories of supply must be managed by each General Manager: Commercial within Group
Technology and Commercial, in consultation with the relevant officials of the Policy and Compliance
Department (within Risk and Governance), who will co-ordinate the issuing of letters approving the
relevant delegations of authority to Accredited Procurement Practitioners from the office of the Group
Executive: Technology and Commercial. Dual and triple adjudications of authority can only be approved
by the Group Executive: Technology and Commercial, or the Divisional Executive: Primary Energy
Division (specifically to Accredited Procurement Practitioners operating within Primary Energy Division).

Senior (E-Band level) Managers from other Groups or Divisions within Eskom, but external to Group
Commercial are also entitled to participate in the PiE training and accreditation programme, or may
alternatively be accredited against an online Delegation of Authority (DoA) assessment. Such non-
Commercial E-Band Managers who pass the required assessment may be conferred with triple
adjudication authority (up to R5m and for a maximum contract duration of 2 years), which will be
conferred by the Group Executive: Technology and Commercial, with co-approval from the relevant
Group / Divisional Executive to whom such non-Commercial E-Band manager reports.
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3.1.2 Local Purchase Orders

Eskom employees who are not Procurement Practitioners, may be identified by End-Users or
Procurement Managers, and appointed to execute the procurement of assets, goods or services less
than R30 000 including VAT and any other applicable taxes, via a Local Purchase Order (LPO).

This authority to execute procurement as a LPO-buyer must be conferred in writing by the relevant E-
band Cost Centre Manager, and accepted in writing by the LPO-buyer. The E-band Cost Centre
Manager may stipulate certain limitations on the authority of the LPO-buyer, if so required, and such
appointment may further be subject to the receipt of appropriate training. It must be noted that the LPO-
buyer is the executor of the procurement, and is distinct from the Cost Centre Manager who authorises
the procurement in terms of cost centre and financial delegations of authority, as conferred within Group
and Divisional DoAs.

All LPO appointments must be notified to the local Risk and Governance office for purposes of
verification and monitoring of LPO transactions.

3.1.3 Dual Adjudication

Dual adjudication applies to commercial transactions not exceeding R1m in value (excluding VAT) and
not exceeding 1 year in contract duration. This constitutes a total approval value including contingency,
travel and subsistence allowances, and any other allowances (such as provisional sums).

If a Procurement Practitioner is not yet accredited, then such a Procurement Practitioner may still
recommend the approval of a commercial transaction to an Accredited Procurement Practitioner for
approval. This is however a transitional arrangement, as it is an approved internal requirement that all
Procurement Practitioners are required to become Accredited Procurement Practitioners in order to
enhance the effectiveness of the procurement system, and in order to expand the pool of available
Delegated Approval Authorities in order to ensure speedier approvals of commercial transactions and
reduced procurement lead times.

The objective of a dual adjudication system is to enable one Accredited Procurement Practitioner (no
TASK grading limitation) to execute the commercial transaction and to make recommendations on the
approval of the transaction, while another Accredited Procurement Practitioner (minimum TASK grading
of G14 or higher) that is independent of the execution of the transaction, is required to approve
/authorise the transaction, in order to ensure segregation of duties, and objectiveness in decision-
making.

Within a system of dual adjudication only an Accredited Procurement Practitioner of TASK grading G14
or higher may authorise /approve a commercial transaction.

It is mandatory for all Procurement Practitioners involved in the execution and approval of transactions
within dual adjudication to be trained and accredited. This accreditation is valid for a maximum of period
of two (2) years at a time after which delegees must undergo and pass another assessment /
accreditation in order to retain his / her dual adjudication authority. An Accredited Procurement
Practitioner cannot, under any circumstances, authorise commercial transactions beyond the expiry date
of the validity of his / her delegated authority, and the process of re-accreditation should commence at
least 3 months before delegation expiry.

Dual adjudication authority is limited to the following approvals:

• Contracts / order awards for procurement / disposal of assets, goods or services based on a tender
process, with an order / contract value not exceeding R1m in value (excluding VAT) and not
exceeding a contract duration of 1 year;

• Mandates to negotiate for contract/order award for procurement / disposal of assets, goods or
services, not exceeding R1m in value (excluding VAT) and not exceeding contract duration of 1
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year. This includes mandates to negotiate with sole sources, but excluding appointments of strategic
and management consultants who can only be appointed by a PTC, irrespective of contract /order
value;

• Strategies from R10m onwards, but not exceeding R50m (excluding VAT), limited to a contract
period of 5 years;

• Contracts / orders with professional (but NOT strategic or management) consultants (e.g.
engineering, legal, audit and the like) not exceeding R1m in value (excluding VAT) and not
exceeding a contract duration of 1 year, which are not within the scope of divisional / national
framework agreements, subject to approval of the motivation by the Internal Consulting Department
within Group Finance;

• Contracts /orders with Internal Suppliers not exceeding R1m in value (excluding VAT) and not
exceeding a contract duration of 1 year;

• Modifications which cause the contract value and duration to still fall within the delegation of a dual
adjudicator, but which cannot exceed 20% of the originally approved contract value or contract
duration (in which case approval must be obtained from a PTC); and

• Transactions that constitute low value purchases less than R30 000 (including VAT and all
applicable taxes), which cannot be processed via an LPO, and where, for example, forex or CPA
may be applicable.

Approval requests for a mandate to negotiate with a sole source must be accompanied by a completed
Sole Source Justification Form.

It must be noted that condonations and ratifications cannot be granted within dual adjudication.

The authorising Accredited Procurement Practitioner may request information not contained in the
Commercial Transaction Approval Form, and may at his/her discretion, call for the original documents for
verification of certain aspects of the transaction.

If a difference of opinion should arise between the authorising Accredited Procurement Practitioner and
the recommending Accredited Procurement Practitioner, then the submission must be referred to
another Accredited Procurement Practitioner to reconsider the matter and resolve the difference of
opinion. Only where the second Accredited Procurement Practitioner cannot resolve the matter and
grant approval of the transaction, must the transaction then be referred to the next higher level of
delegation, being triple adjudication. The referral to triple adjudication must be recorded on the
Commercial Transaction Approval Form for reference purposes. Notwithstanding this, it will not be
permissible for any authorising Accredited Procurement Practitioners to make such referrals to other
Accredited Procurement Practitioners on a regular basis, as each Accredited Procurement Practitioner
must take accountability for approvals granted in order to ensure speed and efficiency in procurement
lead times. The aforementioned mechanism of further referral is an exception and not the norm.

Note: All dual adjudication approvals must be reported on the prescribed reporting templates, on a
monthly basis, by all Procurement Practitioners, to their respective Procurement Managers, who in turn
are accountable for the consolidated reporting of transactions to the first tier of delegated PTC within the
relevant BU / site, for compliance monitoring and audit purposes.

3.1.4 Triple Adjudication

Triple adjudication applies to the approval of commercial transactions not exceeding R5m (excluding
VAT), and not exceeding a contract duration of 2 years. This constitutes a total approval value including
contingency, travel and subsistence allowances, and any other allowances (such as provisional sums).

Triple adjudication is a 3-tiered process involving three participants, namely an Accredited Procurement
Practitioner who executes the procurement /disposal and recommends the approval of the transaction,
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another independent (from execution) Accredited Procurement Practitioner (TASK level G14 and above)
who signifies support to proceed with the approval, and an accredited Commercial Senior Manager or
non-Commercial E-Band Manager who authorises /approves the transaction.

It is required that all parties participating in the triple adjudication system must have successfully
completed the required training and accreditation programme, and to the extent that non-accredited
Procurement Practitioners may be participating in a triple adjudication system, their participation will be
limited only to executing transactions and making recommendations, and will not be permitted to support
or authorise a commercial transaction while still unaccredited, as it is a requirement that all Procurement
Practitioners become accredited within time frames agreed to with their respective Procurement
Managers.

This accreditation is valid for a maximum period of two (2) years at a time after which delegees must
undergo and pass another assessment / accreditation in order to retain his / her triple adjudication
authority. An Accredited Procurement Practitioner cannot, under any circumstances, authorise
commercial transactions beyond the expiry date of the validity of his / her delegated authority, and the
process of re-accreditation should commence at least 3 months before delegation expiry.

Triple adjudication authority is limited to the following approvals:

• Contract / order awards for the procurement / disposal of assets, goods or services based on a
tender process, with an order / contract value not exceeding R5m in value (excluding VAT) and not
exceeding a contract duration of 2 years;

• Mandates to negotiate for contract / order award for procurement / disposal of assets, goods or
services not exceeding R5m in value (excluding VAT) and not exceeding contract duration of 2
years. This includes mandates to negotiate with sole sources, but excludes appointments of
strategic and management consultants who can only be appointed by a PTC;

• Strategies from R50m but not exceeding R300m (excluding VAT), limited to a contract period of 10
years;

• Contracts / orders with professional (but NOT strategic or management) consultants (e.g.
engineering, legal, audit, and the like) not exceeding R5m in value (excluding VAT) and not
exceeding a contract duration of 2 years, which are not within the scope of divisional / national
framework agreements, subject to approval of the motivation by the Internal Consulting Department
within Group Finance;

• Contracts /orders with Internal Suppliers not exceeding R5m in value (excluding VAT) and not
exceeding a contract duration of 2 years;

• Modifications which cause the contract value and duration to still fall within the delegation of a triple
adjudicator, but which cannot exceed 20% of the originally approved contract value or contract
duration (in which case approval must be sought from a PTC); and

• Transactions that constitute low value purchases not exceeding R30 000 (including VAT and all
applicable taxes), which cannot be processed via an LPO, and where, for example, forex or CPA
may be applicable.

Approval requests for a mandate to negotiate with a sole source must be accompanied by a completed
Sole Source Justification Form.

It must be noted that condonations and ratifications cannot be granted within triple adjudication.

The authorising Accredited E-Band Manager may request information not contained in the Commercial
Transaction Approval Form, and may at his/her discretion, call for the original documents for verification
of certain aspects of the transaction.
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If a difference of opinion should arise between the authorising Accredited E-Band Manager and the
recommending and / or supporting Accredited Procurement Practitioners, then the submission must be
referred to another Accredited E-Band Manager to reconsider the matter and resolve the difference of
opinion. Only where the second Accredited E-Band Manager cannot resolve the matter and grant
approval of the transaction, must the transaction then be referred to the next higher level of delegation,
being a PTC. The referral to a PTC must be recorded on the Commercial Transaction Approval Form for
reference purposes. It is not permissible for Procurement Practitioners to approach other Accredited E-
Band Managers in such a situation to seek approval of the same submission where the second
Accredited E-Band Manager is not in a position to grant approval. Notwithstanding this, it will not be
permissible for any authorising Accredited E-Band Manager to make such referrals to other Accredited
E-Band Managers or to PTCs on a regular basis, as each Accredited E-Band Manager must take
accountability for approvals granted in order to ensure speed and efficiency in procurement lead times.
The aforementioned mechanism of further referral is an exception and not the norm.

Note: All triple adjudication approvals must be reported on the prescribed reporting templates, on a
monthly basis, by all authorising E-Band Managers, to the local Procurement Managers within their area
of operations, who in turn are accountable for consolidated reporting of the transactions to the first tier of
delegated PTC within the relevant BU / site, for compliance monitoring and audit purposes.

3.1.5 Tender Committees (PTCs)

Where the value and / or duration of a procurement / disposal exceeds the delegations of dual and triple
adjudication, the procurement / disposal must be approved by a delegated tender committee. In all
instances, a tender committee must comprise employees of Eskom, as defined in the latest revision of
Eskom's HR policies.

The reference to PTCs within this Procedure excludes reference to the EXCOPS and BTC which are
governed by different Terms of References due to the difference in constitution of members, and based
on specific (additional) governance requirements relating to the fiduciary duties of the Board and other
prescribed officers in terms of the Companies Act.

The delegation of authority granted to the tender committee is over and above, and distinct from
budgetary approval which is obtained as part of the financial planning process, approval by a CIC, other
delegated investment committees or the like, as well as authorisation of the purchase request (PR) by
the Cost Centre Manager which provides the Procurement Practitioner with an instruction to initiate a
commercial process.

The delegation conferred to PTCs includes the specific approvals of condonations, ratifications, and
appointments of strategic and management consultants, all of which cannot be authorised within dual /
triple adjudication, irrespective of value.

The Eskom Board delegates such authority to specific tender committees as set out in Appendix A
hereto.

The delegations for head office PTCs have been specifically delegated by the Board, and are authorised
by the Group Executive: Technology and Commercial.

With respect to site-based PTCs, the FD or relevant GE / DE will give effect to the stipulated Delegations
of Authority, by making nominations for the appointments of Chairpersons and members to the various
site-based tender committees in consultation with the Group Executive: Technology and Commercial,
and the Risk and Governance Department within Group Technology and Commercial. The FD or
relevant GE/DE authorises the appointment of the members, Chairman and Alternate Chairman in
writing. The duties and responsibilities of the Chairman and individual members are set out in writing
within letters of appointment and the Terms of Reference, in consultation with the Regional Delivery
Manager (within Risk and Governance). The members consent to their participation by signing letters of
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appointment conferred by the appointed Chairman, together with the Terms of Reference. The same
process is followed when changes to tender committee membership become necessary.

The Chairman's appointment applies until withdrawn by the Group Executive: Technology and
Commercial (for head office PTCs) or the FD or relevant GE/DE in consultation with the GE: Technology
and Commercial for site-based PTCs.

The appointment of the Chairman is not position-bound but is personal to a specific holder. If this
delegate should leave the BU, department, Division or Eskom's service, the delegation of authority may
no longer apply, and may, in certain instances, automatically fall away. In this event, another person will
be delegated the necessary authority as Chairman.

The Chairman must be assisted by a minimum of 3 (three) other functionaries to form a quorum, who
must constitute commercial / procurement, financial and technical representation, and who are appointed
in writing as members of the specific tender committee. There may be more than one commercial,
financial and technical member appointed to the PTC, to ensure enough members are available to form
a quorum at any given time that a meeting may be convened. This is a minimum quorum requirement,
and any other functionary (e.g. Legal) may also constitute a quorum requirement if so specifically
required by the PTC, and specifically indicated by the Terms of Reference (TOR). The Secretariat of the
PTC must be notified upfront by the Regional Delivery Manager (Risk and Governance) at the time of
appointment, of the specific role that members are intended to serve on the PTC for purposes of
establishing the quorum for the purposes of each meeting.

The number of members of a tender committee is not limited, but the quorum to constitute each meeting
is at least 4 (four) members including the Chairman. The Chairman is required to be independent with
respect to the transactions being adjudicated at the PTC. It is required as far as reasonably possible that
the majority of members are independent of the Chairman and do not have direct line management
reporting relationships with him / her, with a maximum of three direct reporting relationships being
permissible, where this may be unavoidable (e.g. at site-based PTCs).

Every tender committee must have an identified Alternate Chairman, and is entitled to appoint more than
one Alternate Chainmen. Alternate Chairmen must be appointed in the same way as the appointment of
the Chairman.

The members of the tender committee are appointed to serve for a period not exceeding 2 (two) years.
The letter of appointment states the name, position, role of the individual and the date of appointment to
the tender committee. The signed letter of appointment is retained on file by the assigned Secretariat of
the tender committee for purposes of compliance monitoring and control. Members may be re-appointed
to the tender committee in the same manner.

Other officers attending ex officio (e.g. co-ordinating and other officials) to assist the tender committee
are appointed in the same manner as members, but do not participate in voting and decision making,
and may serve only in an advisory capacity.

The Secretariat managing and co-ordinating the PTC must be a Risk and Governance official, in order to
ensure independence, provide advice consistent with the Approved Procurement Framework, and to
ensure the necessary controls in terms of submission data for purposes of trend analysis.

The tender committee is responsible for:

Meeting regularly, as scheduled. PTC meetings must get preference over any other meeting that a
member may have, especially for purposes of establishing a quorum. Meetings are to be held
regularly and cancellation of meetings must be kept to the minimum to ensure that the PTC is not
causing delays to operational requirements;

Chairman, members and officials applying their minds to the matters that will be considered, with
advance preparation; and
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Ensuring that the entire commercial process is within the parameters of the Approved Procurement
Framework.

The PTC ensures that approval of commercial transactions is carried out within the parameters of
Eskom's Approved Procurement Framework. Decisions are taken at an official sit-down meeting, but
submissions / reports may, in exceptional circumstances, with the prior written consent of the Chairman
and in accordance with the TOR, be submitted to all members in person or electronically, for
consideration, as a round robin without meeting. A round robin needs to be approved by the
Chairman/Alternative Chairman plus a majority of tender committee members, who are immediately
available in office, as determined by the Secretariat of the PTC. Notwithstanding this, a round robin
approval cannot proceed if there are less than 3 available members. Round robin approvals may be co-
ordinated electronically via e-mail, and can only be co-ordinated by the Secretariat of the PTC. A
decision taken during a round robin must be ratified at the next sitting of the PTC.

The tender committee examines the recommendation and, considering all factors that may influence the
procurement / disposal, decides whether Eskom will enter into a contractual commitment with the
recommended supplier/s. The Chairman or members may request information not contained in the
submission / report, and may at their discretion, call for the original documents for verification of certain
aspects of the transaction.

If a difference of opinion should arise between the Chairman and the majority of members, then the
submission must be referred to the next (higher) level of PTC for approval.

Any conflicts of interests as defined in the Conflict of Interest Policy, which members or the Chairman
may have with respect to a particular transaction being adjudicated must be declared upfront. An interest
includes both a personal interest and / or a direct line management interest in a particular submission.
Where a Chairman / member has declared a personal or direct line management interest in a particular
submission and/or is a signatory to the Commercial Transaction Approval Form, then such a Chairman /
member must recuse himself/ herself from participating in the voting and decision-making regarding that
transaction. In the case of a direct line management interest, the member may present the
recommendation to the PTC as part of the presentation team making the recommendation, but will not
have decision-making powers regarding the approval of the recommendation.

The final decision and responsibility in respect of the award of contracts/orders lies, however, with the
Chairman, supported by a majority of members present in committee. It is essential that all actions and
decisions taken by the Chairman as supported by a majority of the members present are fully recorded
and documented, as the decision taken is subject to audit, and may serve as evidence in legal
proceedings. In order to facilitate the process, the Chairman signifies approval of a transaction by
recording all decisions as minutes via the assigned Secretariat, which must be confirmed by the
members, finalised by the Secretariat and approved and signed-off by the Chairman at the next sitting of
the PTC.

The Secretariat is required to distribute the final signed minutes to the relevant Procurement Managers
for purposes of records/audit trail and execution alignment.

The Secretariat of the PTC ensures that all records pertaining to the requests and approval of
transactions are filed and stored electronically on the centralised Group Technology and Commercial
Document Control System. Hard copies of minutes must be filed within minute books and may, with
other records, be stored off-site for a period of 5 years, as prescribed by the Eskom Document Retention
Policy.
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83

3.1.6 EXCO Dual and Triple Adjudication and Specific Procurement Delegations for EXCO
Members

The intent of the EXCO dual and triple adjudication systems is to facilitate emergency / urgent
procurement where requirements are unforeseeable and appropriate planning was not possible, or due
to a relevant PTC not being able to convene a meeting immediately.

The use of the EXCO dual and triple adjudication authorities must be applied in exceptional
circumstances only, and not with the objective of by-passing generally available PTC structures.

It will be the responsibility of the General Manager: Commercial recommending the transaction for
approval, to report every transaction approved via EXCO dual and triple adjudication to the EXCOPS for
noting, monitoring and tracking.

3.1.7 Approval of Strategies

The purpose of a commercial strategy is to identify the most appropriate sourcing / disposal mechanism
to follow given the specific circumstances of the transaction and to alleviate risks for Eskom. Strategies
need to be developed and approved prior to execution of the procurement / disposal process.

Strategies are not required for commercial transactions up to R1m (excluding VAT).

Strategies formally approved by a Delegated Approval Authority are not required for procurement greater
than R1m and not exceeding R10m, with a contract duration not exceeding 3 years, but must still be
developed and approved by the line manager of the Procurement Practitioner executing the transaction.

All formally approved strategies developed for transactions between R10m and R300m must be
approved by a Delegated Approval Authority as set out in the table below:

Rand Value

R1m-R10m

R10m-R50m

R50m - R300m

> R300m

Duration

Maximum 3 years

Maximum 5 years

Maximum 10 years

> 10 years

Approval Authority

Procurement line manager of
Procurement Practitioner
executing strategy

Dual Adjudication

Triple Adjudication

EXCOPS or higher approval
authority as applicable

3.1.8 Process of Approval by a Delegated Approval Authority

Approval given by a Delegated Approval Authority is not a mere formality, but a process that demands
thorough examination and consideration of all the issues that could influence the decision. When
granting approval, the Delegated Approval Authority must provide approval based on the analysis of the
recommendation and any other information that may be requested by the Delegated Approval Authority
to assist in making a decision that upholds the principles of fairness, equitability, transparency,
competitiveness and cost-effectiveness, taking into consideration of each of the following aspects,
forming part of the approval granted:

• The correct procurement method, and application of the correct sourcing mechanism;

The assets, goods or services to be supplied;

The recommended supplier;
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The best estimate of contract value at the time of contracting, both in South African Rand and any
foreign currencies involved;

The CPA formula/e;

The terms and conditions of contract such as advance payments to the supplier;

Allowances for contingency, and travel and subsistence;

The order/contract duration;

The delegated signatory of the contract; and

The negotiation team.

In the case of foreign purchases, the Delegated Approval Authority also approves the foreign currency,
approval value/s of the foreign currency amount, and the contract being covered forward in terms of the
relevant Eskom Treasury Department's foreign exchange policies and procedures.

If the Delegated Approval Authority is unable to make a sound decision because the information
presented, i.e. the submission is incomplete or inaccurate, the Delegated Approval Authority refers the
submission back to the Procurement Practitioner concerned.

If the value or time requested exceeds the delegated limits of the Delegated Approval Authority, it can
only support the recommendation before submission to the appropriate higher Delegated Approval
Authority. However, the Delegated Approval Authority that makes a recommendation to a higher
Delegated Approval Authority must ensure that the report / submission is complete and adequate to
enable the higher Delegated Approval Authority to make a decision.

Having considered all relevant issues, the Delegated Approval Authority decides whether the
recommendation is in the best interests of Eskom. There are only 6 (six) courses of action open and the
Delegated Approval Authority chooses only 1 (one):

Approve the recommendation as submitted;

Approve the recommendation conditionally;

Approve an alternative recommendation as submitted;

Approve an alternative recommendation conditionally;

Support the recommendation and refer it to a higher level; or

Reject the recommendation.

Where an approval is conditional, the conditions must be specified in the minutes recorded by the
Secretariat, or on the Commercial Transaction Approval Form for dual/triple adjudication. It is the
Procurement Practitioner's responsibility to ensure that all stipulated conditions are complied with prior to
order/contract award, and that the Delegated Approval Authority is duly informed of the outcome via a
Feedback submission. Where a recommendation is rejected, a clear indication of the course of action
required must be given by the Delegated Approval Authority. The same process and rules apply whether
the approval will result in a new order/contract or a modification to an existing order / contract, or any
other type of recommendation sought.

Where permission to negotiate is not requested, but the Delegated Approval Authority deems it
necessary to negotiate for better terms and conditions, the Delegated Approval Authority instructs the
Procurement Practitioner at his/her/its discretion to negotiate, in order to achieve the desired result.
Results of negotiations must be reported back to the Delegated Approval Authority in a Feedback
submission.
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3.1.9 Delegation of Authority to Sign Contracts

Contracts and orders may only be signed by authorised Eskom employees who have been delegated the
authority to do so by the Delegated Approval Authority in accordance with the various levels of signing
authority set out in Appendix B herein, and by authorised representatives of the Supplier which must be
verified by the Procurement Practitioner through receipt and validation of the Authorisation Form.

3.1.10 Reporting

All transactions placed before a PTC for approval must be reported on a monthly basis by the Secretariat
(who is a Risk and Governance Official) to the relevant Risk and Governance (Trends Analysis)
Department for compliance monitoring and audit purposes.

3.1.11 Revocation of Delegations of Authority

Dual adjudication, triple adjudication delegated authorities and membership / chairmanship to a PTC
may be revoked at any time in its entirety by the CE/FD or relevant GE/DE, upon the recommendation of
the Senior Manager: Risk and Governance.

Revocation of this delegation (either indefinitely or for a stipulated period of time) will be done in writing
and will take place where:

• There is repeated non-compliance with the Approved Procurement Framework on the part of the
Accredited Procurement Practitioner/ member/ Chairman;

• The Accredited Procurement Practitioner / member / Chairman does not, on a continuous basis,
exercise reasonable care or skill in carrying out his / her duties despite undergoing the relevant
prescribed training;

• The Accredited Procurement Practitioner / member / Chairman fails to timeously report on all
approvals granted;

• The Accredited Procurement Practitioner / member / Chairman has committed an act of misconduct in
accordance with the Eskom Disciplinary Code; or

• Business / operational reasons dictate that an individual is no longer required to serve on a particular
PTC, or as a dual / triple adjudicator.

3.2 General Principles of Procurement in Eskom

3.2.1 Forecasting/Estimating Requirements

It is a legal obligation in terms of Section 3 of the PPPFA Regulations for requirements being procured to
be estimated as accurately as possible. Failure to receive an accurate estimate /forecast of requirements
may result in the use of the incorrect preference points system, which may further result in the
unnecessary cancellation of tenders and delays in procurement lead times.

Front-End Planning (FEP) is the first stage of the sourcing process which is conducted to determine and
consolidate the business needs to formulate demand, establish the market capacity and capability, to
enable the development of an appropriate commercial strategy. FEP is mandatory for all commercial
strategies linked to commercial transactions of R10m or more.

All planning, forecasting and estimation must be facilitated by the End-User with the appropriate
specialists (e.g. cost engineers, quantity surveyors), and in consultation with the SCOPS function within
Group Technology and Commercial, based on the supply chain planning principles set out in 3.9 herein.
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National contracts /enabling agreements affected by contract price adjustments due to foreign exchange
and currency implications, will only be put in place on receipt of the minimum 90% volume commitment
and a signed-off draw-down plan from the End-User. The forecasts provided by the various End-Users,
will be confirmed within the Divisions, and consolidated and reviewed by the Supply Chain Planning
representative. These volumes will be used by the relevant Procurement Practitioner to establish
national contracts or enabling agreements.

NB: The total estimated Rand value of the order /contract must be a price INCLUSIVE of VAT, and any
other applicable taxes, for purposes of selection of the appropriate preference points system.

3.2.2 Front-end Planning (FEP) Process

The Front-End Planning (FEP) process is the key driver to maximising socio-economic development
including strengthening of an integrated cross functional team.

As set out below, the FEP process shall include but will not be limited to the following activities. Refer to
Appendix F for a depiction of the process:

i) Demand Analysis

• Consolidate Eskom's, and if possible other SOC's demand for the assets, goods or services;

• Link Eskom's demand requirements with supply industry understanding to drive development,

ii) Commodity Analysis

• Conduct a detailed breakdown of a commodity/product life cycle model based on the total cost
of ownership (TCO) principles;

• Conduct a detailed breakdown of the scope of work using the total cost of ownership (TCO)
principles;

• Establish the procurement budget for the assets, goods or services that is based on the TCO.

iii) Industry / Sector Analysis

• Development of a detailed understanding of industry and sectors in order to identify
opportunities for socio-economic development;

• Conduct an in depth understanding of industry (supplier) capability and capacity;

• Establish the demographic representation of the market participants and their market share;

• Develop an understanding of the barriers to entry;

• Understand the industry's infrastructural support for socio-economic development and market
transformation, e.g. Government agencies such as Kula Enterprise Development Agencies.

iv) Develop a Supplier Preference Model

• Establish a commodity-related Supplier Preference Model, using the Hierarchy of Supplier
Preference as a basis;

• Develop an understanding of principles governing Eskom's Supplier Preference model and how
it can be adjusted to enable socio-economic development and market transformation.

v) Supplier Positioning Model

• Establish a commodity-related Supplier Positioning Model;

• Develop an understanding of principles governing Eskom's Supplier Positioning Model and how
these can be adjusted to enable socio-economic development and market transformation.
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vi) Benefits of Applying Front End Planning

• Improve effectiveness of cross functional team and SD&L integration;

• Improved SD&L / SD / Technology integration and function;

• Integration and collaboration with internal Eskom Departments, DTI and suppliers.

3.2.3 Establishing and Specifying a Need / Requirement / Scope

The procurement process starts with the identification of the need by the End-User or the Inventory
Optimiser in the case of stocked items. The Inventory Optimiser may use SAP functionalities to
automatically raise a request.

Irrespective of the value of the proposed purchase, the End-User is responsible to provide adequate
information to the Procurement Practitioner to proceed with the transaction. The End-User does this by
generating a Purchase Requisition (PR) which describes the estimated value, duration and specification
/scope of the assets, goods or services and other information as required.

The Cost Centre Manager approves the PR, taking into consideration the budget, scope of works and
business need. After his/her approval, the PR will be released electronically to the relevant procurement
department. When creating a PR, the End-User must allow sufficient lead times for execution. This is
especially important where non-competitive enquiries such as Expressions of Interest (EOI) or Requests
for Information (RFI) may be used to clarify requirements or where the market has to be further
researched.

Unnecessarily stringent or brand-specific descriptions must not be used with the intention of excluding
certain suppliers from participation, thereby preventing competition. Where simple and generic
descriptions suffice, they must be used.

Suppliers' specifications must not be used as a standard except where a single source / monopoly
situation exists. Standards and specifications from recognised professional/industry associations may be
used. Where an appropriate specification does not exist, an Eskom specification may be developed.
Where Eskom employees are not qualified to develop the specification, a supplier / consultant may be
paid to do so, but this would exclude that supplier/consultant from participating in at least the first
competitive tender / enquiry for the procurement of the assets, goods or services concerned, unless
supported by a strategy that requires the participation of such supplier in the supply phase, which must
be approved by the relevant Delegated Approval Authority, taking into account the constitutional
principles for public procurement and the avoidance of conflicts of interest.

The End-User identifies his need by writing the specifications / scope in a technical specification
document, which includes all designs and drawings, and may be assisted by other specialist
functionaries such as the Engineering Department. The technical specification / scope must be
submitted to the Procurement Practitioner, together with a formal approval /sign-off of the requirements.
The End-User includes all applicable and relevant standards, such as welding standards, quality
standards, etc., in the documentation submitted to the Procurement Practitioner.

In the case of a project, the End-User (normally the Project Manager) will follow the Project Life Cycle
Model and obtain the necessary approvals during the CRA, DRA and ERA stages. Procurement for the
execution of the project will not proceed without ERA approval. Should it be necessary to deviate from
this principle, specific approval to proceed with the procurement must be given by the relevant Delegated
Approval Authority, in consultation with the GM: Project Sourcing. The Project Manager and team are
also responsible to obtain PFMA ministerial approval for the project by following the process for
significant transactions as set out in 2.6.2 above. This entails pre-PFMA ministerial approval to proceed
with the execution of the commercial process and then the application for final PFMA ministerial approval
before proceeding with the awarding of the contracts.
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Once the relevant sourcing department receives a PR and other supporting documents, the Procurement
Manager confirms the validity of the PR and allocates the PR to the relevant Procurement Practitioner.
The Procurement Manager must reject incomplete or inaccurate PR's and must include comments on
why the PR is rejected before routing back to the End-User.

3.2.4 Application of the Hierarchy of Supplier Preference

After receipt of a Purchase Requisition, the Procurement Practitioner must first establish if requirements
can be met from the following already established sources of supply (i-iii hereunder), in the following
order, before sourcing from external sources of supply (v hereunder), being the market at large:

i) An existing Framework Agreement;

The Procurement Practitioner investigates and decides first whether the requirement can be
met in whole or in part from existing Framework Agreements within the BU, Division or
nationally.

Where the requirement can be met from an existing contract, draw-downs for the requirements
may be made against the contract by an authorised official, who is generally an End-User or
appointed Contract Manager.

ii) Internal Suppliers:

Framework Agreements with Internal Suppliers, as defined in this Procedure, must be put in
place for a minimum period of 5 years by the Commodity Sourcing Department for all known
and required assets, goods or services that the Internal Supplier can adequately supply as part
of its day to day core business. The normal process for draw-downs will then be followed once
the assets, goods or services are needed. Rates must be negotiated for each item within the
contracts against the relevant conditions of contract, which must deal with all commercial
considerations, including CPA, forex, etc. where applicable.

Should there be a requirement for assets, goods or services which are not part of the scope of
the Framework Agreements with an Internal Supplier, then the Internal Supplier must be treated
like any other (external) supplier in the market, i.e. they may be invited to tender or they may
respond to a public advertisement to tender.

A transitional period of 12 months, from date of application of this revision of the Procedure, is
allowed for the Commodity Sourcing Department to put the required Framework Agreements in
place.

Until appropriate Framework Agreements are in place, the use of an Internal Supplier as a sole
source must be motivated within a strategy and approved by a Delegated Approval Authority,
against a mandate to negotiate (no prior tendering). A Sole Source Justification Form is not
required to motivate the use of Internal Suppliers.

iii) Other State-Owned Companies:

The Procurement Practitioner must determine if the assets, goods or services can be supplied
by another State Owned Company e.g. Transnet. If this is the case, then he/she must ascertain
if there are any existing contracts in place with the specific State Owned Company (SOC) and,
must determine whether the requirement can be sourced from the existing contract. The normal
draw-down process will be followed if the existing contract can be used.

If there is no existing contract, the Procurement Practitioner must request the End-User to
complete a Sole Source Justification Form in a case where one has not already been approved
for a stipulated period, and applicable to the specific assets, goods or services.

It is preferable that approval of the SOC as a sole source for the specific category of supply be
submitted to the relevant Delegated Approval Authority to be approved for a maximum period of
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3 years. This will mean that no further Sole Source Justification Forms are required with respect
to the SOC's supply of the required assets, goods or services for the approved period on a per
transaction basis.

The Procurement Practitioner must follow the mandate to negotiate (no prior tendering) process
to establish a contract with the SOC. The name of the SOC and the approved SSJF must be
saved onto the centralised Group Technology and Commercial Documentation Management
System.

iv) External Suppliers / Market at Large

Where existing and /or internal sources of supply (i-iii) are not available, suppliers within the
external market /market at large must be sourced, in the following order of preference, to the
extent available, and capable:

From Black suppliers, in the following order:

Black Disabled Persons or groups operating as Level 3 EMEs, or QSEs (Level 1-3);

Black Youth operating as Level 3 EMEs or QSEs (Level 1-3);

Black Women-Owned Businesses (BWOs) being Level 3 EMEs, or QSEs (Level 1-3);

Small Black Enterprises (SBEs) being Level 3 EMEs, or QSEs (Level 1-3);

Large Black Suppliers (LMEs Level 1-3);

From a South African based manufacturer or service provider;

From a South African distributor of local South African manufactured products;

From a foreign supplier, directly imported by Eskom; and

From a Value-adding Agency (as defined in this Procedure), being a local supplier of
imported products / services.

(NB: that the revision to the BBBEE Codes will become effective within Eskom on or before 31
December 2014 and a Position Paper will be issued within Group Technology and Commercial,
regarding the implementation of the updated BBBEE Codes of Good Practice).

3.2.5 Developing a Commercial Strategy

Commercial strategies are procurement / disposal and contracting execution plans, which detail the
steps to be taken in establishing the appropriate contract to meet the End-User requirement. The
development of a commercial strategy requires Procurement Practitioners, in consultation with the
assigned cross-functional team to further determine the various possible risks faced by Eskom and the
supplier in engaging in a contract, and to develop strategies / plans in mitigation thereof. Examples of the
common types of risks that may be considered within a commercial strategy are: technology selection,
lead time risks and associated delays, the effect of people / human resources and their skills on the
contract, and the possibility of increases in the cost /price of the contract.

The development of formal strategies will be mandatory for all commercial transactions exceeding R10m
(excluding VAT) and will be completed and formally approved by a Delegated Approval Authority in
terms of section 3.1.7 herein, based on the submission of a Commercial Strategy Approval Form.

While strategies are still required for all procurement /disposals less than R10m, they do not require
formal approval by a Delegated Approval Authority and must be authorised by the line manager of the
Procurement Practitioner / Disposal Officer executing the procurement / disposal.

Strategies are not required for transactions less than R1m.
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In all cases, a cross-functional team must be assigned to assist in the development of the commercial
strategy, and must be involved in the squad-checking thereof prior to submission for approval. A Finance
business partner must be involved as part of the cross-functional team, evaluation team, and the
assigned negotiation team, where applicable.

The commercial strategy may be developed during the DRA stage in the case of a project, or may be
developed once it is clear that investment approval will be obtained. Once the Procurement Practitioner
has determined that there are no available internal sources of supply that can adequately provide the
assets, goods or services, then formal market research must be conducted on the external supply
market. Market analysis must be carried out before sending out a competitive enquiry so that the correct
supply market is targeted. Market analysis is also necessary to develop a formal sourcing and
contracting strategy, benchmark pricing, and to inform preparation for negotiations with a supplier. The
use of EOls and RFIs may facilitate such market analysis, and determine supplier interest, capability and
capacity in the category of supply / services.

Once market analysis has been completed, the outcome will determine if a competitive tender / enquiry
will be sent to an open or closed (limited) supply market, or whether there are only one or two suppliers
capable and available to supply, in which case a mandate to negotiate (no prior tendering) may become
appropriate.

Where the supply market is vast and saturated, pre-qualification enquiries sent to the open
market and I or the use of stipulated gate-keepers I thresholds within open tenders I enquiries
may be necessary to short-list suppliers to a closed list in order to compete in final evaluations
and/or negotiations for contract award. It is not a recommended practice to issue open tenders
where the market is vast and saturated due to the limited capacity to receive, process and
evaluate large volumes of tenders. Alternatively, if market research shows that there are only a
few exclusively capable and available suppliers in the market, then a closed / limited tender may
be justified.

Where market analysis does not present a complete view of the market, or reveals uncertainty about the
solutions available, or the capabilities and availability of suppliers, it may be best to advertise Eskom's
requirements in the open local, national and/or international market in order to maximise opportunities for
competition, and to ensure that all alternatives and possibilities are evaluated before committing Eskom
to a particular outcome / solution.

Another aspect that needs to be built into the Commercial Strategy is the "Design for Local" strategy.

Development of local industries will be maximised through the Design for Local concept which implies
"front end loading" or upfront planning which is key to the impact that SD&L has on a commercial
transaction as well as the local supply industry as a whole.

The responsibility for localisation imperatives (Industrialisation, Localisation, Skills Transfer, Job Creation
and BBBEE) is not the exclusive responsibility of the SD&L department, and every Procurement
Practitioner giving effect to a commercial transaction is required to give full consideration to the
possibility of SD&L initiatives for purposes of executing the transaction.

The role of the SD&L Department as subject-matter experts is primarily to facilitate and give effect to the
legislative and policy framework as it pertains to the socio-economic imperatives of the country through
common links with industry associations as well as government departments involved with legislation /
policy development relating to socio economic imperatives.

"Design for Local" is a mechanism to describe the strategic nature of SD&L, with target setting based on
the functionality of the requirement and the associated value chain.

Front-end loading of SD&L levers may be done through various activities prior to contracting with
examples of what may be done regarding various elements of a commercial transaction set out below:
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• Technical /Functionality

A technical design or consideration must look at ways in which a change in technical specification will
facilitate the participation of the local industry in the transaction. Examples may include the following:

If the number of line items can be reduced then the manufacturing process can be automated, as
opposed to "jobbing" which may be the current method of production. With already low volumes
available in SA it is vital to not only consolidate demand to increase manufacturing volumes, but to
streamline the number of line items per commodity;

If a local manufacturer can make a certain product successfully, the current technical specification
must be investigated to determine if "two smaller units", that can be made locally, can serve the
same function as one large unit that would require importation.

• Project Strategies

Package structures and project time lines must be investigated with local capability / capacity in mind.

Local industry may have the capability to manufacture and supply, but not the capacity to meet project
time lines. Extending the time lines may increase local participation. Lack of upfront planning, resulting in
projects being executed under pressure has a direct and negative impact on local supplier participation
in projects.

Project structure, i.e. size of the package must be considered. Full turnkey projects normally reduce the
ability of local participation, leading to a situation where a foreign supplier has to be "obligated" in terms
of the contract to make use of local subcontractors with Eskom being unable to nominate subcontractors.

Geographical location or proximity to site may be used to appropriately and justifiably segment the
supply market and allow preference for local suppliers if speed of service is imperative, and /or where
the development of the local community where the project is located is necessary to support the overall
success of the project.

• Financial

The sourcing of funds from financial institutions has a direct impact on the ability of local suppliers to
participate in tenders / enquiries.

External sources of funding usually come with certain conditions that directly impact on local
participation. Financial proposals should carry a "pro vs. con" approach to external funding. One should
be able to potentially compare different projects for approval based upon the source of funding and the
resultant impact that this would have on the participation of local suppliers.

Where external funding is used for a project, it is important to analyse the rules of the funders with a view
of understanding the available options.

• Commercial

The selected contracting type/regime, with associated main and secondary options, and any special
conditions, impacts on the ability to drive localization.

Enabling contracts with no commitment to draw-downs is not conducive for investment purposes.
Investors do not respond favourably to such contracting regimes and financial institutions do not
recognize such contract types for funding purposes. Local industry can thus not expand or invest in new
technology to grow and become more competitive.

Enabling contracts should have, as an integral part of the contract, a commitment to a rolling window of
accuracy for demand. This will go a long way towards allowing suppliers to plan production cycles. Draw-
downs must be made for a product as per the projections. The SCOPS function within Group
Technology and Commercial must assist in such projections.
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Performance bonds / retention bonds that do not address real risks of non-performance or non-delivery
negatively impacts on local industry. The cross-functional team must apply their minds as to whether it is
feasible to request for bonds /security for performance in all instances. Alternatives may include
incentive bonuses rather than penalties in the contract as an incentive for meeting local content targets.

Payment terms, free issue, part or upfront payments are all mechanisms that may be investigated, in
context, per transaction. Cash required up front to procure input material is probably the single biggest
limiting factor for emerging, and even some established suppliers. One must consider that there may be
months between first procurement of raw material to final payment received, and the impact thereof on
the supplier's business.

3.2.6 Non-Competitive Enquiries (EOls and RFIs)

An "expression of interest" is a non-competitive enquiry issued / advertised to the external market to
establish market interest in offering the required assets, goods or services to Eskom.

An EOI cannot request pricing, even on an indicative basis, and is generally used as a basis to establish
a closed tender list prior to initiating a formal competitive tender / enquiry, as the onus rests on suppliers
to indicate their intentions to participate or not.

The reliance solely on an EOI to determine a closed tender list must be guided by the proximity of time
that has elapsed between responses to the EOI and intended issue of the tender / enquiry (bearing in
mind that the longer the time that has elapsed, the greater the likelihood that the landscape of the market
may have changed), as well as the accuracy and level of detail provided to the supplier within the EOI to
inform its decision to participate or not.

Where the market to fulfil a certain need is not known, because this is the first time the assets, goods or
services need to be procured, or because significant time has passed since procuring the assets, goods
or services, a RFI may be issued to ascertain which suppliers and what assets, goods or services are
available in the market, in order to inform the sourcing strategy. This is focused market research and
does not constitute a competitive tender / enquiry, and therefore cannot be used directly as a basis for
placing a contract or order, or preclude a supplier's participation in a competitive tender / enquiry. The
RFI may request any information, including indicative pricing and timing. If the End-User opts to procure
the assets, goods or services after receipt and consideration of the information, the applicable sourcing
mechanism (competitive tendering or mandated negotiations) must be followed to enable the
procurement. The End-User may use the information gained to improve the design or specification of the
solution to his need, but must avoid binding Eskom to any one supplier's offering or brand where
possible.

For purposes of transparency, the EOI / RFI enquiry must be administered (i.e. issued and received) in
the same manner as a formal tender / enquiry, subject to an official closing date and time, based on the
parameters set out in the enquiry / request.

3.2.7 Pre-qualification Enquiries

The commercial strategy must authorise the execution of a pre-qualification enquiry. Pre-qualification
may be used when it is costly to process large volumes of tenders; when the contract is complex; or
when suppliers with a common specialised skill and knowledge are required to participate on a panel
and subsequently compete in tenders for the awarding of task orders.

The pre-qualification enquiry clearly stipulates the requirements/criteria for a supplier to be pre-qualified
and the relevant information/documents to be submitted. A closing date and time is stipulated, responses
are to be lodged formally to the relevant Tender Office and no late pre-qualification responses must be
accepted.
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The pre-qualification enquiry document must clearly stipulate the pre-qualification criteria and the
sourcing process to follow the pre-qualification. There should furthermore be no duplication of criteria
between the pre-qualification and the competitive tender which may follow.

Where functionality may be a pre-qualifying criterion, the pre-qualification enquiry must stipulate the
technical capability and capacity that the supplier must have or the required specification and SHEQ
requirements that the assets, goods or services must adhere to. Participating suppliers must be required
to submit documents as evidence that they meet the required technical criteria, including SHEQ criteria.
This may include evidence of projects/contracts executed for similar works or samples to indicate that
they meet the specifications of the required assets, goods or services.

In complex transactions, Eskom may conduct a due diligence on the suppliers by visiting the plants /sites
of the suppliers to assess the appropriate technical processes followed or to test the materials used in
the manufacturing of the goods. Eskom may also decide to visit project sites given as reference by the
suppliers, to determine the quality and safety standards of the work done.

Once the pre-qualification responses have been received at the Tender Office and the formal receipting
and tender opening process has been followed (only the names of the suppliers who submitted a pre-
qualification response is read out), the pre-qualification documents are handed over to the Procurement
Practitioner to commence with evaluations. The evaluation team applies the criteria stipulated in the pre-
qualification enquiry to the responses received and establishes a shortlist of pre-qualified suppliers.

A formal competitive tender may then be sent to the short-listed suppliers or a request for a mandate to
negotiate with one or more of the short-listed suppliers may be obtained from the relevant Delegated
Approval authority, based on the approved strategy and the process set out in the pre-qualification
enquiry.

3.2.8 Competitive Tenders (RFQs, RFPs)

Where the End-User's requirements cannot adequately be described or specified, or where innovative
solutions to a problem are sought, a competitive RFP process may be followed.

A RFP deals with a difficulty that Eskom faces and would like to approach flexibly and innovatively using
the expertise available in the marketplace. A RFP is generally a document setting out the requirement
(outcome / output required) in as much detail as possible, without unnecessary limitations as to the
solution. Suppliers are requested to propose a solution or viable alternatives that result in a solution,
based on the available information. Generally a site meeting may be conducted at which information is
shared and inspections allowed, and in the case where services are provided, appropriate reference
checks, site visits, sampling and testing may be done before acceptance of a proposed solution.

Evaluation criteria around the functionality of the supply / service, with pre-determined weightings (as
agreed with the End-User / cross-functional team) are stipulated in a RFP as a gatekeeper associated
with a minimum scoring threshold, and suppliers may be required to make presentations around their
proposed solutions, for which they may be allocated points toward their total score for functionality, as
indicated in the tender / enquiry.

RFPs are administered (issued and received) in the same manner as formal tenders.

The RFP may be followed by a further competitive tendering process around acceptable proposals, or
mandated negotiations with one or more of the qualifying suppliers in order to place a contract. The
process following a RFP must be clearly stipulated in the RFP enquiry.

In contrast, a RFQ is a request for a quotation for supply which is clearly defined, specified, quantified,
and typically off the shelf, and where price is the primary consideration for contract /order award. RFQs
are the only types of enquiries issued when executing informal tendering, but may also be used when
executing formal tendering.
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A tender is a collective term used to describe either a Request for Quotation (RFQ) or a Request for
Proposal (RFP).

3.2.9 Application of the Preferential Procurement Policy Framework Act and Regulations (Refer to
Appendix C)

3.2.9.1 Introduction

The Preferential Procurement Policy Framework Act (PPPFA) No. 5 of 2000 came into effect on 03
February 2000 and gives effect to section 217(3) of the Constitution by providing the framework for the
implementation of the procurement policy contemplated in section 217(2) of the Constitution; and
provides for matters connected therewith.

Eskom, as a Schedule 2 PFMA entity, is required to apply the PPPFA and its Regulations when applying
the formal and informal tendering processes. The PPPFA does not apply to tenders / procurement below
R30k (including VAT and all applicable taxes). 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.

A request for exemption must be made to the Minister (National Treasury). Where a cross-functional
team determines via a formal strategy that an exemption from the PPPFA is required for the
aforementioned reasons (as stipulated in legislation), a motivation, contained within the approved
strategy, must be sent through to the relevant Commercial GM for approval, and written consent to seek
such exemption must be provided by the said Commercial GM (in consultation with the GM: SD&L),
before the relevant Senior Manager Commercial proceeds with the request for exemption. The request
for exemption must be contained in a formal document, supported by the Group Executive: Technology
and Commercial, before being authorised by the Chief Executive and Chairman of the Board, and routed
to the National Treasury.

It must be noted that requests for exemption on strategic or critical procurement may significantly delay
procurement due to awaiting the outcome of an exemption request.

In the case of funded contracts by the Development Funding Institutions where exemption from the
PPPFA has already been obtained, the loan agreements with funders will determine the procurement
process to be followed.

In the case of non-funded contracts where exemption has been obtained, the processes as described in
3.2.9.5 below for PPPFA-exempt procurement will be followed.

The PPPFA is based specifically on the sourcing mechanism of competitive tendering, and it is therefore
common cause that the PPPFA will NOT be applicable to non-competitive sourcing mechanisms, such
as negotiations (no prior tendering).

3.2.9.2 Application of Specific Goals

Specific goals are limited to criteria based on contracting with persons, or categories of persons,
historically disadvantaged by unfair discrimination on the basis of race, gender or disability, or regarding
implementing the programmes of the Reconstruction and Development Programme as published in
Government Gazette 16085 dated 23 November 1994. Any specific goal for which a point may be
awarded, must be clearly specified in the invitation to tender / enquiry.

Inclusion of specific goals must be distinct from any criteria already being evaluated under BBBEE, and
cannot be a repetition /duplication of such criteria.
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A specific goal may be expressed as a special condition of tender with application as a pre-qualification
gatekeeper to threshold evaluation, or may be applied as an objective criterion to be considered after
tender evaluation, and may influence the awarding of the contract to a supplier other than the highest
ranked.

Many of the SD&L objectives such as industrialisation, skills development, localisation and job creation,
which are distinct from the elements contained in the BBBEE score-card may be applied as specific
goals. Refer to Appendix E.

3.2.9.3 Application of Thresholds

The thresholds that are applied within the PPPFA Framework are that of functionality and local content.
The local content threshold is only applicable to assets, goods or services which are part of designated
sectors (as set out in Appendix C hereto).

It is not permissible to create too many other thresholds / gatekeepers to evaluation within the PPPFA
Framework, as this becomes onerous /unfair, and may result in a barrier to entry for new or developing
suppliers, or may result in inhibiting competition altogether.

Functionality is applied as a threshold to confirm technical acceptability in terms of reliability, quality,
viability, durability of services and a Supplier's technical capacity and ability to execute a contract,
especially applicable to projects and other complex procurement.

Any criteria included under the functionality threshold must be non-negotiable requirements core and
intrinsic to the operation / performance (fit for purpose) of the assets, goods or services required. Where
quality and SHE is core and intrinsic to the operation / performance of the assets, goods or services
required, this too must form part of the functionality threshold criteria. With respect to SHE, all high risk
categories of supply as set out in Annexure D hereto must include SHE as part of the functionality
threshold.

In other words, all criteria included under the functionality threshold must render the supply fit for
purpose, and is hence deemed non-negotiable and mandatory.

Criteria forming part of functionality threshold requirements identified as "non-negotiable" or mandatory
cannot be reconsidered or relaxed at a later stage. Factors or elements which may be "negotiable", or
which are not core / intrinsic to the operation / performance of the assets, goods or services required,
and which may be considered "nice to haves'Ydiscretionary, may be dealt with as objective criteria post-
evaluation, as pre-requisites of contract award (which gives a supplier time to meet the additional
requirements), or as negotiation objectives to be agreed to as conditions of contract.

If SHE and quality elements are part of functionality threshold criteria, an "all or nothing" approach
must be applied. Suppliers must meet the FULL requirements of the criteria to score the FULL points for
SHE and quality (at a minimum 30% weighting for each), failing which, suppliers must score zero against
the sub-criterion. Pro-rata allocation of points for quality and SHE will result in partially compliant
suppliers meeting the overall functionality threshold, which is not the objective of non-negotiable
requirements. Only fully compliant suppliers, with respect to SHEQ must be able to pass the threshold.

The inclusion of SHE specifically into the functionality threshold must only be for specifically identified
(high risk) categories where SHE is a pre-requisite "fit for purpose" requirement going to the core of the
of the operation / performance of the assets, goods or services required, e.g. construction, engineering,
electrification work, transportation, etc. The above model will not work for every category of procurement,
and for your typical professional and general type services (low risk categories of supply), SHE legal
compliance (e.g. COIDA) must be an objective criterion, included as a pre-requisite for contract award,
post-evaluation. The categories of supply, for which SHE must be included as part of functionality, is set
out as high-risk within Appendix D hereto. The inclusion of medium risk category criteria as part of the
functionality threshold must be determined by the cross-functional team, in consultation with a SHE
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functionary, while low risk category criteria should not form part of the functionality threshold, but must
be included as objective criteria.

Including SHE and quality under the functionality threshold with a "diluted" effect where it is only 10 or 20
points out of 100 points, again defeats the purposes of the required SHE /quality compliance. For those
categories where SHE and quality are included within the functionality threshold, a minimum of 30 points
must be allocated to SHE, and quality respectively, to have a total effect, on an overall threshold of a
minimum of 75 points.

This still leaves a minimum of 40 points available for the pure technical aspects of the supply. On the
technical aspects what is included must be mandatory and non-negotiable. It is best to apply a penalty
system for the technical aspects where, for example, 10 points may be deducted for any requirement
partially met, and 15 points may be deducted for any requirement not met at all. This is a more objective
basis to assess the meeting of non-negotiable and mandatory requirements rather than the subjective
system of allocating pro-rata points. The determination of the penalty deduction system to be used must
be a decision of the cross-functional team, and such penalty deduction system must be clearly set out in
the tender for purposes of transparency.

On this basis, the outcome should be that suppliers failing to meet either the SHE or quality criteria
cannot pass the overall functionality threshold even if technically acceptable, while a technically
unacceptable supplier cannot pass the overall functionality threshold even if meeting all SHE and quality
requirements.

Before application of the "all or nothing" approach with SHEQ, together with the penalty/
deduction approach for technical, it is best for the cross-functional team to test the evaluation
methodology against the stated threshold before inclusion in a tender, so that the objective of
this prescribed model as stated above is met.

The tender must clearly set out the application of the "all or nothing" principle applicable to SHE and
quality, and the method of penalisation (points deduction applicable per requirement) for partial and / or
non-compliance on technical requirements.

Example: Functionality Application with SHEQ:

Criteria

Technical (Design, Drawings,
Samples, Specification,
Measurements, etc.)

SHE

Quality

Total

Overall Minimum Threshold for
Qualification

Weightings

40

30 (must be minimum 30 points if
included)

30 (must be minimum 30 points if
included)

100

75

Example:

Criteria

Technical (Design,
Drawings, Samples,
Specification,

Weighting

40

Supplier A

40

Supplier B

30

Supplier C

10
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Measurements, etc.)

SHE

Quality

Total

Overall Minimum
Threshold for
Qualification

30

30

100

75

0

30

70

DISQUALIFY

30

30

90

PASS

30

30

70

DISQUALIFY

Supplier A fails the overall threshold due to scoring zero on SHE, by failing to meet one or more
non-negotiable SHE requirements;

Supplier B meets the threshold, though being penalised (10 points) for only partially meeting one of
the stated technical requirements, but fully complying with all other requirements including SHE and
quality;

Supplier C fails the overall threshold due to not meeting, either partially or fully one or more of the
stated technical requirements, and was penalised 30 points either for not fully meeting 2 stated
requirements (deduction of 15 points each), or only partially meeting 3 stated requirements
(deduction of 10 points each).

3.2.9.4 Application of Objective Criteria

In terms of the PPPFA, the application of objective criteria may be a valid and justifiable reason why a
tender is not awarded to the highest scoring / highest ranked supplier, after application of the 80:20 or
90:10 preference points system. Objective criteria will generally be applied after evaluation, and are
generally the criteria / conditions specifically linked to contract award (viz., legal compliance, adherence
to contract terms and conditions, financial viability, specific goals, etc.), and may not necessarily be
linked to the allocation of points for further scoring.

In the interests of ensuring transparency all objective criteria must be clearly set out in the tender, with
the associated returnables required for purposes of assessment / evaluation.

3.2.9.5 PPPFA Exempt Tenders

To the extent that exemption from the application of the PPPFA to the specific procurement has been
granted, the determination of evaluation criteria and the methodology for evaluation must be determined
and agreed upon with the assigned cross-functional team and incorporated as part of a strategy for
approval prior to issue of the tender. The only exception to this is where the Procurement Procedure and
Guidelines for the World Bank or any other Development Financing Institution is followed, due to the
specific requirements contained in the loan agreements.

Every evaluation framework must, as a minimum, evaluate tenders on a technical (including SHEQ),
financial (price), commercial (conditions of contract, compliance with legislative requirements) and socio-
economic (B-BBEE and other supplier development and localisation initiatives) basis, using the Board-
approved 70:30 evaluation framework, unless otherwise specifically amended through a special
resolution of the EXCOPS or higher Delegated Approval Authority.

The use of the 70:30 framework is based upon a standard thirty (30) per cent being allocated to SD&L
objectives (generally with ten (10) per cent being allocated to BBBEE Status, and twenty (20) per cent
being allocated to localisation objectives), while seventy (70) per cent of the criteria may be apportioned
between pricing and technical (including SHEQ) criteria, with no one criteria between price and technical
exceeding forty (40) per cent in total.
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The criteria for evaluation, the weightings of each criterion, and applicable sub-criteria must be clearly
stated in the tender, and without ambiguity. Evaluation criteria must not be derived with the intention of
giving any one supplier or a group of suppliers an unfair advantage in the competitive process.

The applicability and weighting of socio-economic sub-criteria must be confirmed with a relevant SD&L
functionary for every formal tender. The applicability and weighting of SHEQ criteria must be confirmed
with the relevant Sustainability functionary for every formal tender.

Mandatory gate-keepers must be used with caution, and not with the intention of eliminating competition
or certain suppliers. Where mandatory gate-keepers have been included in the tender, prior approval
and sign-off for the use thereof must be obtained as part of the strategy approval from the relevant
Delegated Approval Authority, before the tender is issued. The imposition of more than two (2)
gatekeepers per tender is not recommended, unless special written permission has been obtained by the
relevant Senior Commercial Manager.

All documents necessary to evaluate gatekeepers must be clearly stipulated in the tender documents
and if not received by the deadline for tender submission, will disqualify the supplier from further
evaluation.

B-BBEE status may be used to further promote supplier development and localisation initiatives through
the following mechanisms which must be clearly stated in the competitive tender in order to be applied
for purposes of contract award:

The award of certain tenders, in whole or in part, for BWOs and SBEs only. In this instance LBSs
and other small and large Suppliers will not be allowed to tender and it must be stated in the
advertisement and enquiry as such.

The use of the above mechanisms must be included only in consultation and written consent from the
relevant SD & L functionary and the Eskom Legal Department, and as part of a formally approved
strategy.

Where BBBEE is stipulated as a gatekeeper, or where eligibility to qualify as a BWO/SBE can only be
determined through receipt of a valid BBBEE certificate, the receipt of the BBBEE certificate then
becomes mandatory for purposes of evaluating the gatekeeper, and failure on the part of the supplier to
provide the BBBEE certificate by the time of tender closing will disqualify the supplier from further
evaluation.

The inclusion of SD & L criteria is mandatory for all formal competitive tenders which are PPPFA
exempt. The definition of the criteria and the methodology for the evaluation thereof must be approved in
writing by the SD & L functionary forming part of the cross-functional team.

3.2.10 Approved Standard Forms of Contract

3.2.10.1 Contract Types (NEC/FIDIC)

Eskom-approved standard forms of contract and conditions of contract are used for placing all orders or
contracts. The New Engineering Contract (NEC) suite of contracts, the FIDIC suite of contracts (use
limited to Project Sourcing and for new build projects only, where deemed appropriate by the Eskom
Legal Department) and selected Eskom in-house contracts are used as conditions of purchase in
Eskom. The Procurement Practitioner in consultation with the cross-functional team, where applicable,
selects the appropriate contract to best mitigate the risks of the procurement as part of the approved
strategy and such selection is confirmed prior to the issue of the tender.

Where there is no suitable standard form of contract or a Supplier proposes use of its own standard
contract, the Procurement Practitioner may request Eskom Legal Department to:

Draft a special contract; or
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• Approve the Supplier's standard contract.

The Procurement Practitioner must interface with the members of the cross-functional team, other
specialists and with the Eskom Legal Department in order to ensure that all relevant data and
information has been included by the cross-functional team members to ensure validity, accuracy and
enforceability of the contract.

The following contracts are standard contracts that are generally used within Eskom, and transaction-
specific additions and amendments to standard conditions of contract (including amendments to
standardised 'Z' clauses) cannot be made without consultation and written consent from the Eskom
Legal Department, and approval by the relevant Delegated Approval Authority:

• NEC Supply Contract (SC)

• NEC Supply Short Contract (SSC)

• NEC Professional Services Contract (PSC)

NEC Engineering Construction Contract (ECC)

NEC Engineering Construction Short Contract (ECSC)

• NEC Term Services Contract (TSC)

• NEC Term Services Short Contract (TSSC)

NEC Framework Contract (FC) (This should ONLY be used in consultation with the Eskom Legal
Department)

NEC Adjudicator's Contract (AC)

Eskom General Services Contract (GSC) - only applicable to historical transactions being modified
and not for new transactions

Eskom's General Conditions of Purchase - for transactions up to R1m

FIDIC suite of contracts (Use limited to Project Sourcing only, with prior approval from Eskom Legal
Department), comprising:

FIDIC Yellow Book (Design and Construction);

FIDIC Red Book (Construction); and

Other FIDIC Books.

NOTE: When using the standard NEC suite of contracts, the Contract Management Department within
Group Commercial Business Enablement, prescribes templates for use, and will include Eskom-specific
commercial and legislative requirements as part of the T clauses. The NEC suite of contracts cannot be
used without the prescribed templates or the standard approved 'Z' clauses. Existing Z clauses or new Z
clauses cannot be amended or drafted without prior consultation with and approval from the Eskom
Legal Department.

3.2.10.2 Partnering and Fleet Arrangements

Where strategic/critical assets or goods are specifically manufactured for Eskom or where
strategic/critical maintenance, engineering or other services are contracted out due to special and scarce
skills and competency requirements, the development of long term partnering agreements and/or the
establishment of a "fleet" arrangement with suppliers (where Eskom will procure multiple units of assets
or goods from one supplier as a standard across multiple projects / sites) may be the preferred method
of contracting. Partnering agreementsffleet" arrangements may be set up with original equipment
manufacturers (OEMs) and are generally motivated on the basis of standardisation, economies of scale
allowing for favourable pricing, SD & L initiatives and security of supply. Strategic partnering and fleet
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arrangements must be approved as part of a strategy authorised by the EXCOPS or a higher Delegated
Approval Authority.

3.2.10.3 Panel Contracts

The appointment of a panel of service-providers must be executed against a signed and approved
strategy, and approval for contract award, must be obtained from a relevant Delegated Approval
Authority.

The appointment of a panel of service providers must follow a two-stage process. The first stage is
conducted as a pre-qualification enquiry where suppliers are first screened and pre-qualified for general
compliance to technical, SHE, quality, and SD&L requirements, including specific goals, if applicable.
Price is generally not requested as part of the pre-qualification enquiry, unless a standard rate is
prescribed for acceptance.

Once pre-qualified, suppliers on the panel may then compete on a per task order basis as part of the
second stage, where they may tender based on the 80:20 or 90:10 preference point system as may be
relevant to the task order, or where capacity /capability /location, treated as objective criteria, may
become factors in task order award.

Panels may be used as a mechanism to support the development of emerging suppliers where task
order allocations are based on principles of rotation.

Contract Managers are responsible for putting in place appropriate systems and controls to ensure that:

• Work / task orders are distributed fairly and equitably among the panel of suppliers;

• RFQs for task orders not exceeding R5m must be received and administered via the same process
for the receipt of informal tenders;

• All RFPs relating to task orders must be formally received and administered via the relevant Tender
Office;

• All RFQs relating to task orders greater than R5m must be received and administered via the
relevant Tender Office;

• Criteria for the selection of a particular supplier for the allocation of work / task orders are defined
and documented within the RFQ / RFP and enabling agreement, and made known to panel
suppliers and End-Users;

• There is a documented and approved task order approval process;

• Task orders are placed against contracts with sufficient funds and time available for the completion
of the supply / services;

• Task orders are supported by a SAP 45 number confirming the order / commitment; and

• SD&L targets and objectives are being monitored and tracked.

All of the above controls must be dealt with upfront as part of the approved strategy, and executed
during the contract management phase.

3.2.10.4 Other Contract Types

Should it be determined that the standard suites of contracts will not meet the requirements of the
specific transaction, the Eskom Legal Department must be approached to either draft a special bespoke
agreement appropriate to the transaction, or to advise on whether another suite of contract such as the
JBCC, may meet the requirements. Approval to use other non-standard suites of contracts must be
obtained from the General Manager: Legal.
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3.3 Applications of Low Value Informal Sourcing Mechanisms

3.3.1 Use of LPOs (<R30k)

LPOs can only be used for non-complex, ad hoc, non-repetitive, non-stock goods or services which
are not included within the ambit of existing contracts / Framework Agreements. LPOs cannot be used
as a mechanism to procure the same categories of items on a repetitive or ongoing basis. CPA and/or
forex will not be applicable to LPO transactions.

Only the following goods or services may be procured through the use of LPOs:

Consumable materials;

Groceries for a work site (but NOT alcoholic beverages);

Meals, limited to a maximum of R500 (excluding VAT), and authorised by the site financial verifier /
financial manager;

Assets, which cannot be procured off existing national /divisional contracts, up to a maximum of
R2500 (excluding VAT), and subject to the written authorisation of the site financial verifier or
financial manager;

Rateable services (where rates are quoted per hour or per call-out, etc.);

Un-priced services (e.g. emergency repairs), to be ratified by the relevant PTC concerned before
payment, if an emergency;

Minor works for which planning permission by a local authority is not needed, e.g. painting; and,
capital items that will be written off on purchase and not listed in an asset register, such as small
power tools;

Accommodation, but not for overseas trips;

Removal and transportation of furniture relating to employee transfers and appointments;

External training and conferences; and

Promotional items.

The LPO procurement process is as follows:

i. The LPO-buyer receives a written request from an End-User which falls within the parameters for
LPO procurement. A single request must not be split into multiple orders so as to avoid using the
informal tendering process for transactions from R30 000 and R1m, which must be processed by
Procurement Practitioners within the relevant procurement department.

ii. The LPO-buyer identifies a supplier who can meet the demand and need. Sourcing of a supplier
must be done using suppliers already registered on the Eskom Supplier Database, in order to avoid
unnecessary delays in supplier registration where suppliers are sourced through other means.
During the sourcing process, the LPO-buyer must endeavour to support BBBEE suppliers as far as
possible, and in terms of the Hierarchy of Supplier Preference.

iii. A fax form may be used to request a quote from the suppliers. The LPO-buyer must avoid using only
one supplier on a repetitive and ongoing basis. The Supplier responds with a quote and if verbally
given, the LPO-buyer requests a written quotation which can be submitted via e-mail or fax.

iv. Once the quotation is received, the LPO-buyer compares the price with previous prices, if possible.
The LPO-buyer ascertains if the prices are fair, reasonable and market related. If he/she is satisfied
with the prices, he/she contacts the End-User who has to approve the goods or services offered
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from a technical perspective, and who must also confirm acceptance of the quoted price(s). The
End-User then informs the LPO-buyer to proceed with order placement.

v. Should the LPO-buyer determine that the prices are not fair after comparing with other suppliers'
prices, or if the End-User rejects the prices or rejects the goods or services offered for technical
reasons, the End-User must confirm whether he/she still needs the goods or services. If the goods
or services are still needed, then the LPO-buyer approaches another supplier. In the case that no
other supplier is found, the LPO-buyer may then create a shopping cart for the relevant procurement
department to assist in sourcing the goods or services. If the requirement is no longer needed then
the process is cancelled in which case the LPO-buyer files all documents and marks the file as
cancelled.

vi. The LPO-buyer then creates a "LPO Order" (starting with a "43...." number) on SAP making
reference to the Eskom General Conditions of Purchase and instruction on where to obtain it.
He/she includes the address where the goods or services must be delivered. The LPO order will
then be routed to the Cost Centre Manager via workflow for approval of the procurement.

vii. After approval of the procurement by the Cost Centre Manager, the LPO-buyer prints the order,
signs it and forwards it to the supplier.

viii. The supplier must notify the LPO-buyer when delivery is going to take place. Once the goods or
services have been delivered at the stipulated address, the LPO-buyer requests the End-User to do
a quality inspection of the goods (if required) and to do a goods receipt in SAP. The relevant
Materials Management department does a goods receipt in SAP if the order was delivered to the
stores. The LPO-buyer cancels goods or services not received and returns damaged goods to the
supplier. Where goods are partly delivered, a copy of the delivery documents is retained until the
delivery is complete. Part-deliveries of the same order over an extended period of time are not
permissible. Any part orders remaining after delivery must be cancelled and replaced by a new order
(one delivery note for each LPO).

ix. The LPO-buyer must ensure that the total value of all deliveries for one single order remains below
the threshold of R30 000, including VAT and all applicable taxes. Non-standard payment terms
including upfront payments, partial payments, staggered payments or progress payments are not
permitted.

x. The Supplier sends the invoice directly to Finance who will effect payment only after the goods
receipt in SAP has been completed. Finance allocates the costs to the relevant cost centre. A three-
way matching of the documents will be done automatically by the system. Any discrepancies will be
followed up by Finance.

xi. The LPO-buyer must file all documents in a file for audit purposes.

xii. The Risk and Governance Department will analyse monthly reports drawn from SAP to determine
compliance to the requirements of this Procedure with respect to LPOs. Any possible irregularities or
breach of controls will be further investigated.

xiii. The Procurement Manager within the relevant procurement department may also run reports from
SAP on a monthly basis to verify whether LPOs are being executed within the parameters as set out
herein. Should the Procurement Manager determine that the same goods or services are being
bought on a repetitive basis the Procurement Manager must allocate a request (PR) through to a
Procurement Practitioner who must consolidate the requirements for purposes of a contract.
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3.3.2 Informal Tendering - Request Minimum one Quote (<R30k)

NB: The process hereunder may be subject to further review and may be subject to further
optimisation for improved controls after publication of this revision of the Procedure.

Low value transactions (less than R30 000, including VAT and all applicable taxes) may also be
executed by Procurement Practitioners when there are no LPO-buyers who are authorised or available
to execute LPOs, or when assets, goods or services fall outside the ambit of the categories of supply
permissible for the use of LPOs.

The informal tendering process must be executed by Procurement Practitioners as follows, for
transactions that do not contain any forex, CPA or CIDB implications:

i. Once the End-User has a need for assets, goods or services which cannot be purchased through use of
an LPO, he/she creates a PR in the electronic purchasing system which is automatically routed via
workflow to the relevant Cost Centre Manager for approval. As far as possible, the End-User inserts a
materials number (if a non-stock item) or a service number in the text field, obtainable from the
cataloguing system, which describes the assets, goods or services. The End-User obtains confirmation
from the relevant Finance department that there are enough funds in the budget to purchase the
required assets, goods or services. The Cost Centre Manager approves the estimated value of the
assets, goods or services required. When approving the estimated value, the Cost Centre Manager may
also verify from the CO module in SAP, that there is enough money in the budget for the transaction.

ii. Should the requirement be for an asset, the End-User has to obtain an asset number from the relevant
Assets department and include it in the applicable field on the PR. Once the Procurement Practitioner
receives the PR, he/she will use the asset number in the RFQ and PO for recording purposes.

iii. On approval of the request by the Cost Centre Manager, the PR is routed to the Procurement Manager
who will review the PR for validity and completeness, and allocate the PR to the applicable Procurement
Practitioner. Rejected PR's will be communicated to the End-User who will re-enter/correct it in the
electronic purchasing system if so required.

iv. The Procurement Practitioner must always first check if there is an existing Eskom national / Divisional
Framework Agreement already in place for the required assets, goods or services. If a Framework
Agreement is in place, the Procurement Practitioner must confirm with the assigned Contract Manager if
the procuring BU is allowed to draw-down from the agreement, and may then proceed with a draw-down
if permitted to do so.

v. If there is no national / Divisional Framework Agreement in place or a draw-down from an existing
Framework Agreement is not permissible, the Procurement Practitioner needs only to identify one
supplier from the Eskom Supplier Database that will meet the requirement. In this process, the
Procurement Practitioner must identify suppliers based on the Hierarchy of Supplier Preference in order
to support BBBEE suppliers as far as possible.

vi. The Procurement Practitioner communicates the requirement to the supplier telephonicaily or via fax or
e-mail. The RFQ functionality in the electronic system may be used to send through RFQs electronically.
The Procurement Practitioner instructs the supplier on how to go about submitting the quotation through
to Eskom, the delivery date and place, and that the Eskom General Conditions of Purchase will apply.

vii. The Supplier faxes or e-mails a quote through to Eskom based on the instructions received in the RFQ.
In the case of a telephonic enquiry, the Procurement Practitioner records the details like the price of the
assets, goods or services and the delivery costs, and then requests a written response at a designated
fax machine or e-mail address from the Supplier as confirmation of what was communicated
telephonicaily.

viii. The Procurement Practitioner completes the relevant Commercial Transaction Approval Form and
requests approval via dual adjudication from an Accredited Procurement Practitioner (TASK grading G14
and above) to authorise order placement.
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ix. Upon receipt of approval from a dual adjudicator, the executing Procurement Practitioner then creates an
order against the Supplier already registered on the Eskom Supplier Database, and sends a printed
order to the Supplier, or if possible, sends an electronic order through the system to the supplier.

x. The Supplier delivers the assets, goods or services at the address instructed in the order, at the
stipulated quantities and quality.

xi. If goods were delivered at the stores, the Materials Management official receives the goods and contacts
the End-User to conduct a quality check. The goods are then entered into the system as received.

xii. The Supplier issues an invoice to Finance for payment. The three-way matching process will be done
automatically by the system. Any discrepancies will be followed-up by Finance.

xiii. The Procurement Practitioner must file all relevant documents for audit purposes, such as the request
(RFQ), the fax/e-mail to the Supplier, the quote received, the signed Commercial Transaction Approval
Form and the order. He/she also files monthly reports for audit purposes.

xiv. The Procurement Manager must draw monthly reports from the electronic purchasing system for
scrutiny, in order to identify any irregularities or trends that indicate undue preferences for specific
Suppliers. The Procurement Manager must also ensure that all contracted values are below R30 000
including VAT and all applicable taxes, and that the transactions contain no forex, CPA or CIDB
implications. The Procurement Manager must also check if the quote received is in line with the
evaluation, approval granted, and the order placed. The Procurement Manager informs the Risk and
Governance Department within Group Technology and Commercial of any suspected irregularities or
breaches of controls. Once satisfied with the report, the Procurement Manager signs off the report, and
the Procurement Practitioner files it as part of the audit trail.

xv. The Procurement Manager must do spot checks from time to time on the processes followed to
determine the levels of compliance to approved processes. The Procurement Manager will further
determine the need to conclude contracts for repetitive purchases and may request Procurement
Practitioners to proceed with commercial processes in this regard.

xvi. Apart from these checks by the Procurement Manager, the Risk and Governance Department (Trends
Analysis) will also draw monthly reports to measure the compliance of the processes followed.

xvii. An annual audit will be conducted by Internal Audit on such transactions to ensure compliance to this
Procedure.

xviii.The documents and reports forming the audit trail for the transactions are archived for the period
required in accordance with Eskom's Document Retention Policy.

3.3.3 Informal Tendering - Request Minimum Three Quotes (R30k up to R1m)

NB: The process hereunder may be subject to further review and may be subject to further
optimisation for improved controls after publication of this revision of the Procedure.

This process must be executed only by Procurement Practitioners.

The nature of these transactions may vary from low complexity transactions for off-the-shelf goods with
minimum requirements where a once-off order will suffice, to more complex transactions for
services/works with additional requirements, where a NEC short contract may be appropriate, and may
further include disposals of moveable assets (refer to Section 3.12).

It will not be permissible to execute RFPs through an informal tendering process due the number of
returnables that may be required for evaluation, and the possible complexity thereof. Any requirement for
an RFP can only be executed via a formal tendering process. The same principles may be applied to
certain RFQs. Where it is anticipated that multiple thresholds will be applied and multiple returnables
requested for detailed evaluation, it is recommended that the formal tendering process be used. The
informal RFQ process is not designed for complex procurement requiring lengthy detailed evaluations,

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorised version on the database.

JAM-154



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 105
Revision: 2
Page: 52 of 156

and is intended primarily for non-complex assets, goods or services which must be procured with speed
and efficiency, with turnaround times preferably not exceeding 5 working days.

The Procurement Practitioner applies the informal tendering process based on the criteria set out below.

• The value and duration of the contracts or orders are from R30k (including VAT and all applicable
taxes) but do not exceed R1m (including VAT and all applicable taxes) and 1 year;

• The Delegated Approval Authority is generally a dual adjudicator;

• Transactions which are less than R30 000 (including VAT and all applicable taxes) but which cannot
be sourced via LPO or low value purchasing processes (using a minimum of 1 quotation) due to
implications of forex, CPA or CIDB must be subject to this informal tendering process (minimum 3
quotes);

• The price may include foreign currency which will necessitate EXCON approval. Forward cover must
be taken out if the foreign portion of the price is R150 000 or more;

• There must be at least 3 (three) capable and independent (non-related) suppliers to ensure
competition for purposes of a competitive tender;

• The expenditure must be budgeted for;

• Tender evaluation must be applied in accordance with the 80/20 preference point system as required
in terms of the PPPFA. Functionality is generally not required as a threshold for these transactions;

• Assets, goods or services required may be considered to be from a designated sector, and the
required threshold for local content must be included as part of the tender in this case.

The enquiry process to be followed for transactions processed via informal tendering is as follows:

i. The End-User describes his need and does the necessary planning to ensure that the assets, goods
or services required will be delivered at the right time, place, price, quantity and quality. As far as
possible, he/she accurately estimates the costs for the provision of the assets, goods or services
required. This is in order to determine and stipulate the appropriate preference point system to use,
which in this case should be the 80/20 preference point system.

ii. The End-User creates a PR in the electronic purchasing system. As far as possible, the End-User
inserts a material number or service number from the cataloguing system in the text field. This
number describes the assets, goods or services required. If the need is for an asset, the End-User
obtains an asset number from the relevant Asset Department and inserts it in the applicable field on
the PR. The relevant Cost Centre Manager approves the PR which is then routed to the relevant
procurement department where the Procurement Manager will allocate it to a specific Procurement
Practitioner after he / she has checked the PR for validity and completeness. If the PR appears
incomplete or incorrect, the Procurement Manager rejects the PR which will be sent back to the End-
User, who will have to rectify it and send it back to the procurement department if the assets, goods
or services are still required.

iii. The Procurement Practitioner must always first check if there is an existing Eskom national /
Divisional Framework Agreement already in place for the required assets, goods or services. If a
Framework Agreement is in place, the Procurement Practitioner must confirm with the assigned
Contract Manager if the procuring Division /BU requiring the assets, goods or services is allowed to
draw-down from the Framework Agreement, and may then proceed with a draw-down if permitted to
do so.

iv. If no existing national /Divisional Framework Agreement exists, or a draw down from an existing
Framework Agreement is not permissible, the Procurement Practitioner compiles a list of a minimum
of 3 capable and independent (non-related) Suppliers obtained from the Eskom Supplier Database or
by finding Suppliers through any other recognised means (e.g. internet, purchasing directories,
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recommendations from End-Users, etc.). In sourcing for a minimum of 3 capable and independent
suppliers, the Procurement Practitioner must endeavour to target Suppliers in accordance with the
Hierarchy of Supplier Preference, as far as possible. The Procurement Practitioner also determines if
an order based on the General Conditions of Purchase will suffice, or if a NEC Short Contract is
more suitable to the requirements.

v. The Procurement Practitioner must also confirm whether the required assets, goods or services are
part of a designated sector as prescribed in the PPPFA for purposes of promoting local content. If the
assets, goods or services are part of a designated sector, then the appropriate local content
threshold must be indicated as a condition of the RFQ.

vi. When using the 80:20 preference point system for non-complex procurement, it will generally not be
necessary to utilise the functionality criterion as a threshold, in the interests of reducing lead times for
evaluation, unless the assets, goods or services required have a major impact on SHEQ as specified
by the End-User, in which case, functionality, inclusive of SHEQ sub-criteria must be used as a
threshold. In the case of more complex transactions and where contracts are used, the Procurement
Practitioner must determine, in consultation with the End-User, whether functionality as a threshold is
required.

vii. The RFQ may be sent via fax or e-mail to a minimum of 3 capable and independent suppliers. The
Procurement Practitioner must make reference to the Eskom Standard Conditions of Tender, Eskom
General Conditions of Purchase, and stipulate any applicable thresholds (e.g. functionality or local
content), and the evaluation criteria (80/20 preference points system) that will apply, within the RFQ.
Reference must be made to the electronic website link where the participating suppliers can obtain
the Standard Conditions of Tender and the General Conditions of Purchase, if not attached to the
RFQ. The Procurement Practitioner must include such documents that are not electronically
available on Eskom's website within the RFQ when issuing it to the Suppliers. The Procurement
Practitioner must also ensure that order data required by the General Conditions of Purchase (such
as delivery address, penalties etc.) are requested in the RFQ.

viii. In the case of more complex transactions that justify the use of a NEC Short Contract, the
Procurement Practitioner ensures that the necessary scope, price schedules, applicable thresholds
and evaluation criteria are included and stipulated as part of the RFQ. A contract document,
consisting of the required Contract Data is then compiled with the necessary information and issued
with the RFQ, and associated Tender Data.

ix. All RFQs, irrespective of complexity, must request the following: a valid BBBEE certificate in order to
evaluate the 20 points applicable to BBBEE; a valid tax clearance certificate, and, to the extent that
the services / works are classified as engineering or construction works governed by the CIDB Act
and Regulations, proof of CIDB registration together with the required CIDB level in the applicable
category of works. It must be noted that an order / contract cannot be awarded without a valid tax
clearance certificate or, for construction and engineering works, without CIDB registration at the
applicable level or within the required category of works.

x. The Procurement Practitioner must notify the Suppliers of the closing date and time for the
submission of tenders, and must instruct the suppliers in writing within the RFQ on the method of
delivering the tenders to Eskom, which in this instance may only be via e-mail or fax. Although a
closing date and time will be stipulated, the receipting of the tender will not follow the same formal
tender opening process as formal tenders which are required to be placed within the Eskom tender
box. Independent authorized officials will be assigned to manage the receipting of informal tenders
via fax and e-mail for purposes of recording, tracking and monitoring, and for distribution to the
respective Procurement Practitioners.

xix. Once the informal tenders have been distributed to the Procurement Practitioner, the Procurement
Practitioner must proceed to evaluate the informal tenders by applying any applicable thresholds, and
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then applying the 80/20 preference point system and any other objective criteria as was stipulated in
the RFQ.

xx. If functionality was not stipulated as a threshold, then the Procurement Practitioner determines if the
required threshold was met for local content, if applicable. If functionality was stipulated as a threshold
then evaluation will be conducted by the End-User who must determine if the informal tender meets or
exceeds the threshold and thus qualifies for further evaluation. Only those tenders that meet the
functionality threshold will be evaluated further.

xxi. Where stipulated thresholds have not been met, the informal tender must be disqualified. If stipulated
thresholds are met, then the Procurement Practitioner proceeds to evaluate against the 80 points for
price by awarding 80 points to the lowest priced tender and awarding pro rata scores to the other
higher prices, based on the prescribed formula. The other 20 points will be allocated based on the
level of BBBEE contribution, according to the table in Section 5 of the PPPFA Regulations. These two
scores (score out of 80 and 20 respectively) must be added together and the tender with the highest
score must be recommended for order / contract award, in the absence of applying any other
objective criteria (if stated in the tender) which may result in the highest scoring tender not being
recommended.

xxii. The Procurement Practitioner will use the evaluation price to determine the scoring out of 80. To
assist the Procurement Practitioner in determining the different scores for the different tenders, an
Excel spreadsheet (attached hereto within Appendix C) is recommended. The tender with the highest
combined scores for Price and BBBEE, based on the 80/20 preference points system (in the absence
of applying any other objective criteria), will be recommended for award on the Commercial
Transaction Approval Form to an Accredited Procurement Practitioner with dual adjudication
authority, who may either approve or reject the recommendation.

xxiii. Once the recommendation is approved, the Procurement Practitioner creates either an order or a
contract in the electronic purchasing system and forwards the contract/order to the successful
Supplier. If a NEC contract has been used, the Procurement Practitioner must obtain the signatures
for the contract from the supplier and from the relevant authorized Eskom delegees. The Procurement
Practitioner must also transmit the PO through the electronic system to the successful supplier.

xxiv. Once the contract has been signed or the order been awarded to the successful supplier, the
Procurement Practitioner will notify, on request of the unsuccessful supplier(s), the reasons why they
were unsuccessful. The name of the successful supplier may be given to other participating suppliers
who may request it.

xxv. A Contract Manager must be appointed to manage the contract in accordance with the conditions of
contract. The Supplier submits invoices to the contact details given in the order/contract. In the case
of an order for goods, the End-User must do a quality check on the goods received and must do a
"goods receipt" (GR) or service entry (SE) in SAP if he is satisfied with the quantity and quality of
goods. It is also required for the person doing the GR/SE in SAP to enter the relevant SAP document
onto the delivery note/invoice. Damaged goods must be returned to the Supplier.

xxvi. Payment (within 30 days of invoice and within 15 days of invoice for SBEs/ BWOs) to the supplier will
be processed by Finance and the Procurement Practitioner or the procurement department will not be
involved in the processing of payment to the supplier.

xxvii. The Procurement Practitioner and the Contract Manager maintain a file of the transaction for audit
purposes.

xxviii. The tenders, signed Commercial Transaction Approval Form and order/contract documents are
archived and retained for a period as specified in the Eskom Document Retention Policy.
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3.4 Application of Formal Competitive Tendering (>R1m)

3.4.1 Criteria for Application

Although this section deals with formal competitive tendering for transactions greater than R1 million
(including VAT and all applicable taxes) and /or greater than 1 year in duration, the formal competitive
tendering process may also be executed for orders / contracts less than R1 million and/or less than 1
year, due to the complexity and nature of certain contracts below R1 m, or where an RFP is required.

Procurement Practitioners are the only employees in Eskom mandated to execute formal competitive
tendering processes.

The criteria to determine whether formal competitive tendering must be applied to commercial
transactions are as follows:

• The value of these contracts or orders generally exceed R1m (including VAT and all applicable
taxes);

• The contract duration generally exceeds 1 year;

• Forex and / or CPA may be applicable;

• Requirements for manufacturing, design, supply, commissioning, construction of works, goods or a
plant must generally be procured via formal competitive tendering, irrespective of value, unless a
sole source has been authorised in terms of 3.5.1 herein;

• The expenditure must be budgeted for and ERA /investment approvals must be obtained prior to
execution of the process;

• Evaluation will generally be based upon the 90/10 preference point system as required in terms of
the PPPFA;

• Commercial strategies are mandatory for transactions greater than R10 million (excluding VAT) and
needs to be completed and authorised on a standard Commercial Strategy Approval Form prior to
execution of the process. Delegations of Authority applicable to strategies are set out in section
3.1.7, and will apply accordingly.

In order to support supplier development and localisation initiatives, it is Eskom's preferred position to
publicly advertise tenders as far as possible to enable open market participation. Notwithstanding this
preference, it may be permissible to proceed with a tender on a closed/limited basis where only selected
suppliers are targeted, provided that this is supported by an approved strategy, which motivates why use
an open tender system is not possible or not practically feasible.

3.4.2 Execution of Closed/Limited Tenders

A closed tender refers to a process where there are only a limited number of suppliers selected to whom
Eskom will issue the tender without inviting the market at large.

In this case, public advertising of the tender is not required.

Where strategy approval is obtained to proceed with a closed/limited enquiry, the Procurement
Practitioner, assisted by the End-User/cross-functional team and the relevant SD&L functionary confirm
the list of a minimum of three (3) capable and independent (non-related) suppliers, but preferably more,
who will be invited to participate in the tender, based on the outcome of a RFI, EOI, pre-qualification
enquiry, and / or the supplier's existing profile on the Eskom Supplier Database, provided that selection
of the closed list can be justified against the constitutional principles of fairness, equitability,
transparency, competitiveness and cost-effectiveness.

Closed tendering may be applied if:
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• There is an approved strategy authorising sourcing via closed/limited tender, and authorising the
suppliers selected for participation;

• It has been established through market research that there are only a few known suppliers that are
capable and available to provide the assets, goods or services, due to the specialised field they
operate in;

• The market is too large and suppliers may be pre-qualified against specific criteria before
participation in a closed tender process, in order to avoid a lengthy and costly evaluation process.

3.4.3 Execution of Open Tenders

Open tenders refer to requirements for the procurement /disposal of assets, goods or services which are
advertised to the public /market at large and is open for participation by any interested supplier who
meets the minimum requirements to become eligible to compete in such a process.

If an open tender to the market is to be executed, the need must be advertised in Eskom's Tender
Bulletin and /or local, national or international media (such as newspapers, radio, television, websites,
magazines, etc.), dependent on the segment of the market being targeted, and the costs of advertising
involved, which must be justified for the category of procurement /disposal involved.

3.4.4 Advertising of Open Tenders

If the approved commercial strategy authorises that the open market will be invited to tender, then an
advertisement will be published in the Tender Bulletin and may further be advertised through other local,
national or international media (depending on the anticipated target market for the supply, and the costs
of advertising which must be considered).

• When advertising in the Tender Bulletin, the Procurement Practitioner completes all necessary fields
on the screens developed for advertisement creation;

• When advertising in the media, a standard template for advertisements must be used. The
advertisement needs to be signed off by a Commercial Senior Manager within the relevant sourcing
department executing the procurement. This must be forwarded to the Risk and Governance
Department for a final review, before submission to the Communications Department, together with a
briefing note detailing the reason for advertising and the date for publication.

The advertisement must clearly specify the competitive process to be followed, the scope of work, the
closing date and time, the contact person in Eskom, an e-mail address to direct enquiries on the tender,
and the address of where to deliver the tender.

All construction and engineering procurement falling under the ambit of the CIDB Act and its
Regulations, must also be advertised on the CIDB i-Tender system, where the estimated contract value
is R10m or higher.

In terms of PFMA Regulations, competitive tenders are required to be open / advertised for at least 30
days. Although Eskom is not currently bound by the PFMA Regulations, it is still required to provide
suppliers with a fair amount of time to respond to a tender.

On this basis, the following are the minimum recommended times for which a formal competitive tender
may be advertised:

• Minimum of 21 calendar days (under normal circumstances, and for tenders which will result in
contracts to be authorised by the EXCOPS or higher);

• Minimum of 14 calendar days (under urgent circumstances, where the urgency has been confirmed
by the relevant Procurement Manager).
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The duration must take into consideration factors such as complexity of the procurement, project
programme and milestones, and operational requirements, and to the extent that Procurement
Practitioners may be required to deviate from the minimum prescribed guidelines, specific authorisation
for such deviation must be obtained in writing from the relevant Procurement Manager.

3.4.5 Issuing and invitation to Tender

3.4.5.1 Documentation Required for Compiling a Tender

The Procurement Practitioner prepares the tender documentation with the input of the End-User, or in
the case of more complex transactions, the assigned cross-functional team.

The tender documents must comprise of the following minimum documentation:

• Letter of Invitation to Tender

• Eskom's Standard Conditions of Tender

• Tender Data

• Contract conditions (NEC or FIDIC) with completed contract data and additional/particular conditions
as authorised by the Eskom Legal Department

• Drawings (if applicable)

• Technical specifications and standards

• Local Content Schedules (if applicable)

• SHEQ standards and forms

• Insurance documents

• CPA and/or CPA(IG) forms

• Price Schedules (Note: all tenders must state that suppliers are not, under any circumstances, to
deviate from the required stipulated format for the provision of pricing)

• Supplier Evaluation Pack for Service Providers - PAYE (Pay As You Earn) Questionnaire

• Tenders for the procurement of goods/products must request an affidavit stating that the supplier is
providing Eskom with a good / product as opposed to a service and is not a Labour Broker as
defined in the Income Tax Act (58 of 1962)

• Conditions of Supplier Registration with the Supplier Application Form

• List of other tender returnables, including:

Authorisation Form (Confirms the authority of the Supplier's representative to act as an authorised
agent on behalf of the Supplier)

Declaration of Fair Bidding Practices

Proof of CIDB Registration (for construction and engineering services)

Declaration of Shareholding and Directorship

Supplier Declaration of Interest

Valid certified copy of SARS Tax Clearance Certificate

Financial Statements of the Supplier

One complete hard copy of the tender for purposes of evaluation
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JV Agreement or Letter of Intent to form a JV

Any other document which may be relevant as a pre-requisite for evaluation or a pre-requisite for
contract award must be requested in the tender.

Tax Clearance: Procurement Practitioners must ensure that every tender issued contains the
requirement that suppliers must, as a tender returnable, submit a valid certified copy of the tax clearance
certificate issued by the South African Revenue Service (SARS). Failure to submit the required
certificate by the time a recommendation is made for contract award will render a tender commercially
unacceptable.

Procurement Practitioners must confirm that suppliers are registered as VAT vendors if VAT is being
charged and/or if Eskom's contract/s with the supplier exceeds the VAT exemption allowed by SARS.

CIDB: The Construction Industry Development Board Act, 38 of 2000, requires Eskom as a state-owned
entity to adhere to the Procurement Regulations passed by the Construction Industry Development
Board (CIDB). When contracting for construction and engineering works, the applicable grading and
class of construction works applicable to the procurement must be specified in the Tender Data. All
information pertaining to the grading of suppliers and the classes of construction works may be obtained
from the CIDB website: www.cidb.orq.za.

PAYE: Procurement Practitioners must ensure the Evaluation Pack for Service Providers is issued with
competitive tenders for the procurement of services or labour and is submitted by the supplier as a
tender returnable in order to determine the correct tax status of the supplier to ensure the correct
treatment for PAYE purposes.

Price / CPA: Eskom has standard forms for CPA for general goods (CPA (G)) and for imported assets /
goods (CPA (IG)). The relevant form must be issued with the tender to ensure that Eskom has a proper
base for evaluation. Eskom's finance functionaries, engineering staff, cost estimators and quantity
surveyors must assist the Procurement Practitioner in ensuring that the most applicable CPA formula is
selected, and that the allocated percentage of each element corresponds with the technical components.

BBBEE: Suppliers classified as EMEs have the option of submitting a BBBEE certificate from an
Accredited Verification Agency, or may confirm their BBBEE status through accounting officers, and
registered auditors, which are options which must be indicated within the tender. Suppliers other than
EMEs must submit certificates issued by an Accredited Verification Agency.

All tenders must request for a valid certified copy of the original BBBEE certificate from an Accredited
Verification Agency, irrespective if it is a JV, trust, public entity or tertiary institution.

Documents Confirming Participation as a Joint Venture: Suppliers may choose to respond to a tender in
the form of a joint venture / consortium. Tenders must make provision for requesting joint ventures to
provide Eskom with the following, in addition to the mandatory standard tender returnables:

• A valid joint venture agreement confirming the rights and obligations of each of the joint venture
partners and their profit-sharing ratios. If a JV Agreement has been submitted, the Eskom Legal
Department must review it and provide confirmation of acceptability. A contract will not be awarded to
a joint venture in the absence of the joint venture agreement, which is a pre-requisite to contract
award. A Letter of Intent to form a JV if the JV is awarded the tender is only acceptable for purposes
of proceeding with evaluation, but is not acceptable as a basis for contract award;

• Written confirmation that the joint venture will operate as a single business entity for the duration of
the contract (this may be included as an obligation within the JV agreement);

• A valid BBBEE Verification Certificate confirming the B-BBEE status for the joint venture as a single
entity where incorporated, or as a group structure, where unincorporated; and

• Details and confirmation of a single designated bank account in the name of the JV and independent
of the individual JV partners, as set out in the joint venture agreement, as Eskom will pay the joint
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venture as a single business entity into this bank account only. Eskom will load a joint venture as a
single business entity on the Eskom Supplier Database and purchasing system.

Requesting Copies of Tenders as Reurnables: Every formal tender must contain a request for only one
(1) complete hard copy of the tender. It is not permissible or a fair practice to request multiple copies of
tenders in multiple formats at the expense of the supplier, for the convenience of Eskom, and to
disqualify a supplier on this basis.

Original tenders are marked as such and stored within the relevant Tender Offices in order to avoid the
risks of tender tampering, to provide security for the tenders during evaluation, and to maintain an audit
trail of the tender, while hard copies are released to the relevant Procurement Practitioner for the
purposes of evaluation.

Electronic (soft) copies of tenders may only be requested in exceptional circumstances, based on a
motivation around the volume of pricing and technical information reasonably expected based on the
instructions issued with the tender. Necessary controls around the receipt, storage and verification of
information submitted electronically (such as the format, password protection, and verification of
information) will be determined by the Group Commercial Risk and Governance Department, and
communicated accordingly.

Supplier Registration Documents: The Procurement Practitioner must ensure that Supplier Application
Forms together with the Conditions of Registration are sent to participating suppliers as part of the
tender. The registration documents must be completed by the Supplier and submitted prior to Eskom
making a recommendation for contract award. Suppliers failing to meet standard registration
requirements as required within the Conditions of Registration and Supplier Application Form will not
become eligible for contract award. Supplier registration is a pre-requisite for contract award.

Classification of Returnables: The aforementioned returnables, to the extent applicable, must be
clearly requested within the tender, with a clear and unambiguous stipulation as to whether the
returnable is mandatory for evaluating threshold/gatekeeper requirements (and which ones),
mandatory for scoring points against criteria for evaluation (and the criteria applicable) and I or a
mandatory pre-requisite for contract award, and will, on this basis be used to determine the
responsiveness of a tender.

Returnables linked to evaluating price and BBBEE status will be scored against criteria for
evaluation and used for purposes of determining competitive ranking. All returnables which are
mandatory for the determination of meeting stipulated gatekeepers I thresholds and mandatory
for evaluation in the allocation of points, must be indicated as such in the tender document and
must be submitted by the deadline for tender submission, failing which the supplier will be
deemed non-responsive or penalised for the failure to submit the returnable, depending on the
conditions stipulated within the tender.

Returnables that are not required for the purposes of meeting gatekeepers / thresholds or the
allocation of points, but which are a requirement for legislative compliance, or a requirement of
due diligence, must be submitted and assessed for commercial acceptability as objective criteria
(post evaluation) prior to the finalisation of the recommendation to a Delegated Approval
Authority, as it determines eligibility for contract award.

3.4.5.2 Formulating a Tender

• In compiling the tender document, the Procurement Practitioner considers all aspects of the
transaction and consults with the relevant specialist functionaries of the assigned cross-functional
team.
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A list of mandatory tender returnables must be identified, classified (mandatory for
gatekeeper /threshold evaluation; mandatory for scoring against criteria for evaluation;
mandatory for contract award) and listed accordingly within the tender.

Contract Terms and Conditions: The Procurement Practitioner compiles the relevant contract by
selecting the appropriate main and secondary options (based on the approved commercial strategy)
and completing all Contract Data relevant to the Employer (Eskom). The Procurement Practitioner
must consult with the End-User and the cross-functional team for their inputs. Squad check meetings
with the various cross-functional team members will also be necessary in order to complete the
Contract Data and to ensure that all input from specialist functions such as insurance, tax, shipping,
legal, finance, engineering, and SHEQ are obtained and incorporated into the tender both as
conditions of tender and conditions of contract.

Incoterms: The Procurement Practitioner must ensure that he/she understands the implications of
incoterms and that the most appropriate is selected when assets or goods will be imported. The
Eskom Shipping Department within Group Technology and Commercial SCOPS function must be
consulted in this regard. Use of a particular incoterm must not duplicate obligations, e.g. using an
incoterm that includes insurance (e.g. CIF), when Eskom may, for example already have a marine
insurance policy in effect. NOTE: For additional information on the use of INCOTERMS, the
following website is recommended: www.iccwbo.org/incotermsrules.

Mode of Delivery: Although it is usually the Supplier's responsibility to ensure that goods are
delivered to Eskom's sites or stores, Procurement Practitioners may face problems with goods which
may be lost or damaged in transit. By specifying the mode of transport to be used in the tender,
Procurement Practitioners may be able to minimise transport costs, save time and prevent damage
in transit, and further be able to assist Suppliers and End-Users regarding special categories of
goods e.g. abnormal loads.

Goods can be transported in different ways, e.g. ship, air, rail and road. Ship and air transport is
generally used when goods are imported. When using rail transport for local deliveries the following
services may be used: i) for ordinary goods, the most commonly used rail service, but it increases
the chance of damage and takes longer time; ii) through containerisation which reduces the risk of
damage; and iii) fast freight services which are faster but a surcharge may be applicable.

When using road transport for local deliveries, it can be via SATS (South African Transport Services),
private (e.g. Frasers), or via postage services.

Air cargo services are rendered by the SAA which is fast, but expensive. Procurement Practitioners
need to be aware of certain limitations when using this, namely floor loading size, door size, weight of
items and dangerous cargo such as combustible liquids, explosives, magnetised materials,
radioactive materials and compressed gases.

Transportation of imported goods must be procured via the Shipping Department within Group
Technology and Commercial through Eskom national contracts or through Shipping Agent contracts.
All turnkey shipping contracts must be concluded in consultation with the Shipping Department, and
with the prior written consent of the Shipping Manager.

Insurance: In the case of project procurement, an insurance specialist must be part of the cross-
functional team to advise the cross-functional team on the best way to include insurance obligations,
so that it will be cost effective for Eskom and not duplicate obligations.

Security For Performance: Where Eskom needs to mitigate the financial risks involved in ensuring
performance of a contract, security for proper performance in the form of a bond or a guarantee may
be requested as part of the competitive tender, as contained in the proposed conditions of contract
forming part of the tender.
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A performance bond is an on-demand security for non-performance, whereby the financial institution
issuing the bond, will compensate Eskom, on demand, for specific circumstances as provided for in
the contract, up to the maximum amount stipulated on the bond, should the supplier fail to perform in
terms of the contract.

Under a parent company guarantee, the parent/holding company of the supplier undertakes to
complete ("step into the shoes" of the supplier) or rectify the works or services, or supply the assets /
goods should the supplier fail to perform. This guarantee is not a financial document. There are no
costs associated with the issuance of a parent company guarantee. This guarantee is issued by the
parent company as an irrevocable undertaking, standing as surety for the supplier for the compliance
of all of their obligations under the contract. This guarantee cannot be used when the supplier does
not have a parent company.

In unique circumstances and in the instance of high risk profile contracts, if the supplier does not
have a parent company, Eskom may request for a "third party" guarantee from an independent third
party (as sourced by the supplier) willing to provide a guarantee in the form of a parent company
guarantee.

SBE/BWO suppliers may be financially less secure and alternative forms of security may be used to
mitigate the risk of non-performance, as the cost of a guarantee or a bond may not be financially
sustainable for such suppliers, thereby placing Eskom at a greater risk. Ensuring that contracts are
aligned with supplier turnover may mitigate this risk.

Low performance or delay damages may be used as a form of security where the technical risk is
great.

Eskom does not encourage the provision of advance payments. An advance payment may be an
acceptable strategy for Eskom in certain circumstances. This may be considered in cases where the
Supplier will have to make a big capital outlay before starting with the contract. This may be
necessary when assets or goods are to be ordered and paid for and where assets or goods have a
long lead time or where manufacturing slots need to be booked and paid for well in advance of the
goods being delivered. An advance payment will only be issued on condition that an advance
payment bond (on the Eskom pro-forma working document) can be provided by the supplier. The
relevant contractual provisions relating to advance payments also need to be included in the
contract. Approval to proceed with a contract containing advance payment conditions must be
supported by the relevant financial functionary and approved by a PTC (not within dual or triple
adjudication).

Automatically requesting any of the above forms of security without consideration for their need will
increase the cost of contracting, without providing any additional benefits to Eskom. Where these
forms of security are requested, the commercial strategy must contain evidence that the
Procurement Practitioner and End-User/cross-functional team actually applied their minds to the
need for such security, against a demonstrated risk analysis process.

Eskom Treasury Department is appointed by the Treasury Committee to facilitate and manage the
Eskom-wide guarantee process. The Treasury Committee, chaired by the Finance Director, is
responsible for ensuring that Eskom, through Eskom Treasury Department, has an effective credit
risk exposure management process in place, including the centralised administration of guarantees
issued in favour of Eskom. The process also includes the monitoring of the guarantees' exposures
against Treasury's set credit limits of the guarantors.

Where bonds / guarantees are required to secure the performance of a contract, the tender must
request suppliers to provide the names of a minimum of two (2) financial institutions that the Supplier
may approach to obtain the required bond / guarantee, which require the approval of the Eskom
Treasury Department.

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-164



Eskom Procurement and Supply Management Procedure Unique Identifier:
Revision:
Page:

32-1034
2
62 of 156

• Functionality: The cross-functional team determines the functionality criteria to be applied and the
appropriate functionality threshold. Functionality serves as a threshold / gatekeeper prior to
commencing with evaluation, and determines if a tender is eligible to proceed with evaluation. All
procurement greater than R10m must include functionality (as defined in the PPPFA and
Regulations) as a threshold / gatekeeper, with a minimum stipulated threshold expressed as a
percentage, that must be determined on a per tender basis, and stipulated within the tender. Where
safety and quality are core components within the functionality threshold, the model set out in 3.2.9.2
must be used.

• The tender must clearly stipulate the specifications that the supplier's product / service must adhere
to. In the case of a product, all applicable standards, manuals and specifications such as welding
specifications, valve specifications etc., need to be submitted for compliance by the supplier, as a
requirement of functionality. In the case of works/services, the tender may request for proof that the
supplier has done similar works/services on similar contracts/projects involved within the last 5 years.
Suppliers may be requested to stipulate in what role/capacity they participated in a project/contract.

• Aside from purely technical /functional criteria, other criteria linked to safety, health, environment,
quality and support to local industrialisation, skills development and job creation, may also be
included under the functionality threshold, dependent on the priority that the criterion holds with
respect to the type of procurement, and the functionality model set out in 3.2.9.3 must be used as the
basis to include such criteria.

• SHEQ: The SHEQ Policy creates an obligation on Group Technology and Commercial to ensure that
SHE objectives and criteria are included in tenders for orders and contracts. In order to adhere to
Eskom's SHEQ Policy, Procurement Practitioners must ensure that the relevant Divisional Safety
Risk Manager or his/ her representative must form part of the cross-functional team and provide the
relevant signed-off SHE specifications for incorporation into the SHE specification / overall scope of
work (Works Information).

• The Divisional Safety Risk Manager or his/her representative is also required to provide the cross-
functional team with the SHE evaluation criteria specific to the design and scope of work, for
incorporation into the enquiry. The weighting of SHE as an evaluation criterion must be determined
by the cross-functional team in consultation with the SHE functionary, and may form part of the
overall technical/functionality evaluation criteria with a weighting of 30% if relating to road
transportation, construction and engineering works, sourcing of nuclear requirements, live-line work
and any other categories of procurement set out in Annexure D hereto, considered to be high risk
from a SHE perspective. Where SHE is not considered to be a high risk factor in relation to the type
of procurement (e.g. general services, supply and delivery of goods, professional services, etc.), then
SHE will NOT be included as weighting under functionality, but the minimum mandatory SHE
requirements linked to legislative compliance must instead be set out as objective criteria and applied
as pre-requisites to contract award, post evaluation.

• The Procurement Practitioner must ensure that the proposed conditions of contract contained in the
tender include the standard Eskom-specific clauses with respect to SHEQ (as a minimum), as well as
inclusion of the Eskom Life-Saving Rules which must be incorporated into the contractual framework
as an obligation for the Supplier.

• The Procurement Practitioner must ensure that the requirements of the Eskom Supplier Contract
Quality Requirements Specification are considered for every formal tender issued. A Supplier Quality
Assurance representative from the Quality Management department must form part of the cross-
functional team and ensure that the contract quality requirements are addressed within specifications
and criteria for evaluations. Quality criteria must be included as part of the technical / functionality
criteria when quality is core to the operation /performance (fit for purpose) of the assets, goods or
services required, using the model set out in 3.2.9.3 above.
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Local Content: The cross-functional team in consultation with the SD&L representative must
determine if the assets, goods or services required are designated by the National Treasury and the
Dti for local production and content, in which case the appropriate local content threshold must be
stipulated within the tender, expressed as a percentage. The local market's capacity and capability to
meet the required minimum local content threshold must be confirmed by the SD&L representative.
The local content threshold is set as a second mandatory threshold, in addition to functionality.

Where a threshold is included for local production and content, the tender documentation must
include the following documentation: 1) SABS approved technical specification number ST 1286:
2011; 2) Guidance on the Calculation of Local Content together with the Local Content Declaration
Templates being the a) Local Content Declaration: Summary Schedule, b) Imported Content
Declaration: Supporting Schedule and c) Local Content Declaration: Supporting Schedule. The
tender must clearly stipulate all applicable forms must be provided, where procurement targets for
assets, goods or services falling within designated sectors are to be met.

Only the South African Bureau of Standards (SABS) approved technical specification number ST
1286:2011 must be used to calculate local content. The formula to calculate local content must be
disclosed in the tender documentation. The local content (LC) as a percentage of the tender price
must be calculated in accordance with the SABS approved technical specification number ST 1286:
2011.

The exchange rate to be used for the calculation of local content (local content and local production
are used interchangeably) must be the exchange rate published by the SARB at 12:00 on the date,
one week (7 calendar days) prior to the closing date of the tender, of which must be stipulated as a
condition of tender.

The cross-functional team may also decide to apply local content and production thresholds to non-
designated sectors, provided that it forms part of an approved strategy in consultation with a relevant
SD&L functionary, and that the necessary written consent, in the form of specific directives, has been
obtained from the National Treasury in consultation with the DTI. In this case the required
percentage to be met, must be determined by SD&L and stipulated in the tender, based on the
directives received from the National Treasury.

Where a directive is required from National Treasury to apply local content and production
thresholds to non-designated sectors, the requirement must be contained within the commercial
strategy, for approval by the relevant GM: Commercial in consultation with the GM: SD&L. The
Senior Commercial Manager is required to facilitate the process of self-designation, and upon receipt
of approval from the relevant GM: Commercial, is thereafter required to develop a formal document
for the support of the GE: Technology and Commercial, where-after authorisation must be obtained
from the CE, and Chairman of the Board, before being submitted for a directive from the National
Treasury and DTI. Upon receipt of a directive from National Treasury (in consultation with the DTI),
Eskom may proceed with the inclusion of specified local content and production thresholds within the
tender, for the relevant non-designated sector.

The appropriate 80:20 or 90:10 preference points system to be applied as per PPPFA must be
stipulated in the tender. The application of price and BBBEE as criteria for evaluation, and the
allocation of 80/90 and 20/10 points respectively is mandatorily prescribed in terms of the PPPFA
evaluation framework, and allocations as prescribed cannot be altered or changed.

Price: Group Technology and Commercial Finance Department within Business Enablement must be
consulted during the tender formulation stage to ensure that the correct pricing mechanisms and
methodologies for evaluation are included in the tender. Should it be necessary for specialist advice,
then the Business Evaluation and Analytical Services Team (BEAST) in the Finance Project Services
(FPS) Department within Group Finance will render an advisory service to the cross-functional team.
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It must be noted that for purposes of selecting the appropriate preference points system and
evaluating price in terms of the PPPFA, prices must be inclusive of VAT and all other
applicable taxes. It is therefore recommended that the format of the pricing schedules
submitted as tender returnables makes provision for VAT inclusive and VAT exclusive pricing
in order to allow for accurate common base price evaluations. Notwithstanding the provisions
of the PPPFA for purposes of evaluations, Eskom will continue to award contracts based on
the VAT exclusive contract price.

For purposes of the PPPFA price evaluation, the price (including VAT and all applicable taxes)
applied to the prescribed formula must be adjusted for CPA and any unconditional discounts
before being applied to the formula.

Procurement Practitioners must ensure that the correct and most relevant CPA indices are clearly
specified in the contract conditions. The cost implications on a multi-million Rand contract may be
huge if the incorrect index is used. A CPA formula stating that inflation will be negotiated is
unacceptable. The following is prescribed with respect to the inclusion of CPA.

The source of indices/prices/rates nominated as a base for movement shall be from a recognised
publishing authority, e.g. SEIFSA;

In-house supplier indices are not acceptable;

The exact index number and name must be specified in the CPA formula, as there are a multitude of
CPI, PPI, SEIFSA and other indices, including those from other countries;

A base date must be specified, as well as the subsequent dates or the frequency when the CPA will
be applicable. It must be noted that if the adjustment is applicable on a specific date, the index and
base date used must be that of a month prior to tender closing, as there is generally a month lead
time for publishing the indices;

The CPA must also apply where movements in the base rate results in a reduction of the price; and

The Procurement Practitioner must ensure that any breakdown of items supporting CPA formulae is
reasonable. Attempts must be made to identify components of the price that will not be subject to
CPA, such as overheads.

BBBEE: The cross-functional team must comprise of a relevant SD & L functionary, who must advise
and assist the cross-functional team with the determination and allocation of BBBEE points (20/10
points) in accordance with the PPPFA Regulations. To the extent that evaluation and ranking are
based on the receipt of the said verification certificate, a supplier will not be awarded any points for
B-BBEE if a valid original or valid certified copy of the verification certificate has not been received by
the deadline for tender submission, as a supplier cannot be disqualified for failing to submit a valid
BBBEE certificate. This must be clearly stipulated in the tender.

Eskom must further reserve the right as a condition of tender, to request the BBBEE certificate prior
to contract award, or not to contract with a supplier that does not submit a valid B-BBEE Certificate
for purposes of contract award.

Further to this, every tender must request suppliers to indicate the percentage of subcontracting, the
list of proposed subcontractors together with the B-BBEE statuses of such subcontractors, and the
sources of assets, goods or services when local content and production criteria are applicable.

SD&L: Eskom will continue to promote and achieve the objectives of SD & L through as many
contracts as possible where opportunities for the use of local capacity through enterprise
development, local supplier development, and industrialisation, skills development and / or
employment and job creation can be identified and leveraged within the supply chain.
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All SD & L criteria contained within competitive tenders must be derived in consultation with the SD &
L Department within Group Technology and Commercial, and must form part of an approved strategy
before inclusion in a tender.

SD & L evaluation criteria may form part of the functionality criteria, or may be included as separate
objective criteria to be considered as pre-requisites to contract award, or may be expressed as
specific goals, which may be treated as special conditions of tender.

SD&L criteria may include one or more of the following elements:

Skills Development with the objective of increasing the skills base of South African workers in
areas relevant to the energy sector, and where there is a national scarcity of skills. For a
contract to be awarded in the construction industry, the prescribed method for skills
development must be followed in line with the CIDB Regulations;

Employment and job creation with the objective of ensuring the creation of new jobs by
suppliers as a direct result of being awarded Eskom contracts;

Localisation with the objective of ensuring that Eskom and suppliers' procurement spend is
utilised to develop South African based suppliers relevant to the energy sector;

Industrialisation with the objective of ensuring that Eskom and suppliers' procurement spend is
utilised to advance the establishment of new competitive industries in the energy sector; or

Supplier Development with the objective of providing a platform for South African based
suppliers to develop into national and international suppliers.

When applying skills development for transactions governed by the CIDB Act and its Regulations, in
the construction industry, the skills development matrix and methodology as prescribed by the CIDB
Regulations, must be used as the basis for evaluations. The objective criteria linked to specific goals
must be clearly set out in the tender, and cannot be a duplication of criteria that already exists within
the primary PPPFA evaluation framework, namely price and elements of the BBBEE scorecard.

Competitive Supplier Development Programme (CSDP) must be applied to all procurement
transactions above R10m USD. The request for the CSDP Plan may be in the form of a specific goal
expressed as a special condition of tender, or may be as an objective criteria used as a pre-requisite
for contract award. The CSDP Plan proposed by the supplier must be submitted as a contractual
commitment, and must be aligned with Eskom's Supplier Development Plan. The CSDP Plan must
be quantifiable and measurable for purposes of being included as a contractual commitment, in order
to measure compliance thereto.

• Alternative Tenders: If alternative tenders are allowed, the cross-functional team must determine the
criteria that will be applied to alternative tenders. This needs to be specified in the tender. According
to the Eskom Standard Conditions of Tender, alternative tenders will only be allowed and evaluated
if a main tender has been submitted that meets the criteria of the tender documents.

• Requirement for Compulsory Site Meetings: The tender must clearly stipulate the need and reasons
for a compulsory tender clarification meeting. Compulsory tender clarification meetings are only
relevant when it is necessary for suppliers to physically view / measure a site or a part or component
thereof, or receive some form of demonstration, etc. and, without which information, a supplier will
not be able to submit a meaningful tender. If a tender makes provision for a compulsory tender
clarification meeting, then suppliers failing to attend this meeting will be disqualified from further
participation in the tender. This must be clearly stipulated within the tender.

• Reservation of Rights in Terms of the PPPFA: Where objective criteria are applicable, it may be
necessary to include the following standard clause as a condition of tender:

"Eskom reserves the right to award to a supplier who may not be the highest scoring or highest
ranked supplier, in line with Section (2) (1) (f) of the PPPFA."
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Procurement Practitioners are required to consult with the Eskom Legal Department as to the need
for its usage prior to the inclusion of such clause as a condition offender.

• Short-listing for Post-Tender Negotiations: It is best practice and in the interests of transparency to
indicate whether post-tender negotiations will form part of the overall competitive process. To the
extent that it may be necessary to engage in post-tender negotiations, the tender should be clear on
the aspects that may be negotiated and the criteria /basis for selecting one or more suppliers to
engage in post-tender negotiations.

3.4.5.3 Issuing a Tender

• The Procurement Practitioner also obtains a date from the relevant regional Tender Office for the
closing of tenders. The Tender Office will provide an enquiry number to use as reference for the
tender.

• The Procurement Practitioner issues the tender to the selected /short-listed suppliers for a limited
/closed tender in hard copy (by arranging a pick-up at the relevant Tender Office) or soft copy format
via a designated e-mail address. To the extent that a Procurement Practitioner opts to issue a tender
via e-mail, the Procurement Practitioner must ensure that both delivery of the e-mailed tender to the
supplier, and receipt of the e-mail by the supplier have been confirmed, and that such confirmation is
recorded and maintained for audit purposes.

• For highly complex and sensitive tenders which are voluminous, and which are only being issued to
a very select list of suppliers, it is recommended that the Procurement Practitioner arrange for the
printing of the tender, and must further arrange for the selected suppliers to pick up the tender from
the applicable regional Tender Office. Such an arrangement must be regulated by relevant Tender
Office controls.

• Tenders which are processed as open tenders are not issued, but published / advertised on the
Tender Bulletin and the relevant media (if applicable) on an agreed date and for a reasonable
duration based on the complexity of the tender.

• Amendments to the tender document must be issued to all participating suppliers in a closed tender
and published on the Tender Bulletin and where necessary, the same media/advertising platforms
used to advertise the initial tender, with respect to open tenders.

3.4.5.4 Responding to the Tender

Participating suppliers may provide their responses based on the type of tender issued. Responses may
be received in the form of quotations, tenders or proposals, which may collectively be referred to as
tenders.

Participating suppliers must be given adequate time to respond, dependent on the complexity of the
tender. Enough time should be allowed for the suppliers to prepare meaningful quality responses to the
tender.

While preparing their responses to the tender, participating suppliers may request clarification from
Eskom regarding aspects of the tender. The Procurement Practitioner must be the single point of contact
regarding queries associated with the tender, and this must be clearly set out in the tender. No other
Eskom employee may communicate directly with the suppliers while they are in the process of
responding to the tender. The questions and answers to the clarifications are recorded in writing and
sent to all participating suppliers, without divulging the names of the suppliers requesting the clarification.
With respect to open tenders, the recordal of the questions and the associated answers must be
published on the Tender Bulletin and, where practical and cost-effective, the same advertising platform/s
that was/were used to advertise the initial tender.
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If any participating supplier asks for an extension of time at least 5 working days before the deadline for
the submission of tenders, or an Eskom need dictates that the deadline be extended, the Procurement
Practitioner must obtain permission in writing from the relevant Procurement Manager for tenders up to
R50m, the Procurement Middle Manager for tenders greater than R50m and up to R100m, the
Commercial Senior Manager for tenders greater than R100m but less than R300m, and from the
relevant General Manager: Commercial in the case of contracts more than R300m.

The Procurement Practitioner must first discuss extended deadlines and the impact thereof with the End-
User to establish if operations or projects will be negatively impacted by the extension. All participating
suppliers must be informed of any extensions to the deadline for submitting tenders immediately, by the
most convenient method, and this must further be communicated formally in writing.

Suppliers whose tenders were submitted and received by Eskom before the extension was granted must
be informed that they may leave the tender submission as valid, withdraw the tender submission (by
sending a withdrawal notice) or they may send in an amended tender submission (marking the envelope
"Amended Tender").

Any amendment to the tender must be issued to the participating suppliers well in advance to enable
suppliers to adequately address such changes within their tender submissions, and consideration may
have to be given to extending the deadline for submission. The Procurement Practitioner and the End-
User /cross-functional team must ensure that the amendment is correct before issuing it. A good practice
is to number the amendments issued so that participating suppliers can be sure that they have received
all amendments.

3.4.5.5 Compulsory Clarification Meetings

The Procurement Practitioner, may, only where necessary, arrange for a clarification meeting with
participating suppliers to provide a common understanding and clarity on the requirements for the
tender. A site clarification meeting may also be necessary in order for participating suppliers to
familiarise themselves with the environment where the assets, goods or services require delivery. The
Procurement Practitioner arranges for the site visit as well as the clarification meeting. This normally
takes place after about 2 weeks of initially issuing /advertising the tender in order to give participating
suppliers enough time to familiarise themselves with the tender and its specific requirements. Where site
meetings have been stipulated as being compulsory for purposes of responding to the tender, those
suppliers failing to attend, must be disqualified from further participating in the process.

3.4.5.6 Tender Receipting and Opening

Each location where tenders are received will have a secure tender box. The box will have 2 (two) locks
and keys (including spare keys). One set is kept by an assigned Tender Officer and the other set by an
authorised security official based at the site of the Tender Office (for sites with tender boxes are not
directly managed by Risk and Governance e.g. power stations). The tender box will be opened only at
tender/enquiry opening times, in the presence of one other official from the Tender Office and where
possible, in the presence of a Procurement Practitioner. Protective/Security Services personnel based at
the site of the Tender Office are required to observe the tender opening process only for sites where
tender boxes are not under the direct management of Risk and Governance e.g. power stations.

The suppliers submit their tender submissions to the relevant Tender Office on the stipulated closing
date and time. Late submissions will not be accepted under any circumstances. The Tender Officer
ensures that the clock at the tender box location is synchronised with the Telkom time signal before the
closing time. The Telkom time signal is used to establish when the tender has closed. Within Eskom's
tender documentation, any reference to time will mean South African Standard Time (SAST), i.e. GMT+2
hours. This will be determined by the Telkom time signal.
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If any correspondence or amendment of the tender affecting a tender submission that has already been
deposited in the tender box, is issued by Eskom prior to the deadline for tender submission, the supplier
concerned will be advised that an amended tender submission or a tender submission withdrawal be
submitted before closing time. Amendments or withdrawals must be clearly marked on the tender
submission and must indicate the supplier's name and the enquiry number. In order to avoid even the
possibility of impropriety, no correspondence regarding adjustments, corrections or restrictions will be
considered unless it has been deposited in the tender box on or before the deadline for tender
submissions.

The Tender Officer ensures that all tender submissions received in the tender submission box by the
deadline for tender submission are taken to the venue where the tenders will be opened. Participating
suppliers may have a representative present at the location to witness the opening of the tenders.

At the stated time, as measured by the Telkom time signal on the telephone witnessed by those present,
the Tender Officer makes the following statement: "Tenders / enquiries (state the numbers) have now
closed, and no late submissions will be accepted."

Any tenders received by any means after that time are treated as late submissions and endorsed as
such, regardless of the date and time of posting, delivery by couriers, delivery to some other Eskom site.
(Proof of posting is not accepted as proof of delivery since Eskom does not acknowledge the South
African Post Office or any other postal/courier service as its agent for the receipt of tenders).

The Tender Officer ensures that the names of suppliers who submit late tenders are recorded in a
register. This record of late tenders is to be further recorded in the contract file by the Procurement
Practitioner.

The Tender Office must notify suppliers in writing of their late tenders. The late tenders are returned to
the supplier unopened and endorsed "Late Tender". Late tenders must be collected by suppliers within
30 calendar days of notification from the relevant Tender Office, failing which they will be destroyed. The
late tenders are returned to the supplier unopened and endorsed "Late Tender".

The Tender Officer ensures that all tenders arriving after the closing time but during the tender opening
process are recorded by supplier name only in the register, but returned unopened to the supplier,
stamped or endorsed "Late Tender".

The Tender Officer reads out the following disclaimer: "Eskom may decide to award only part of a
contract or not to award a contract at all. Normally Eskom awards the contract to a supplier who proves
to be fully capable of handling the contract, and whose tender is the highest ranked tender or
economically the most advantageous tender to Eskom, in terms of the evaluation criteria stipulated in the
advertisement or the tender documentation. Eskom's decision is based on an evaluation price, among
other stipulated criteria, which takes a number of factors into consideration, and is often substantially
different from the tendered price."

The Tender Officer announces the number and short description of the tender that will be administered
and processed.

The Tender Officer handling the receipt of tenders sorts all tenders in the tender box by enquiry number
and separates envelopes marked "Withdrawal" and "Amendment".

The Tender Officer then opens all envelopes marked "Withdrawal" and/or reads out all withdrawal
notifications issued to Eskom, states that these tenders will be withdrawn, and reads out the names of
the suppliers concerned, but no further details. The Tender Officer then opens all envelopes marked
"Amendment to Tender", and states that the tender submissions concerned have been amended, and
reads out the names of the suppliers concerned, but no further details.

After removing the withdrawn tenders, he/she then opens each remaining tender in turn, and reads out
the name of the supplier and does not read out the price of the main offer, unless the requirement to
read out prices has been specifically included in terms of the tender documentation. Where the tender
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documentation stated that no price will be read out, this is announced, and only the names of the
participating suppliers are read.

Where a submission does not bear the name and address of the supplier, it is an unidentified tender and
it is rejected as non-responsive. NOTE: This process is repeated in turn for all tenders closing at the
same closing time.

As soon as possible after the tender opening process, the Tender Officer ensures that all pages
containing information supplied by the supplier, including prices, and any pages containing amendments
to the original tender documentation sent out by Eskom, are appropriately marked, in accordance with
approved Tender Office protocols and standards, as having been authorised by the Risk and
Governance Department within Group Technology and Commercial.

The conditions of contract together with the main and secondary clauses are not marked.

The Tender Officer will further verify that the tender submission contains one complete hard copy of the
original as required in the Standard Conditions of Tender. The Tender Office is not permitted to make
copies of the original tender submissions for distribution to Procurement Practitioners where suppliers
have omitted to provide the requisite copy, or where an incomplete copy, was submitted.

The Tender Office will mark and verify copies, and notify the Procurement Practitioner of those suppliers
who have omitted to provide the requested copy, required for purposes of proceeding with evaluations.
Marked and verified complete copies in the required format will be formally handed over to the
Procurement Practitioner for purposes of proceeding with evaluation. The Procurement Practitioner
arranges for the submissions to be immediately transferred to the venue where the evaluations will take
place. In MWP, C-Max will be used for evaluations for all tenders of R300m or more, and /or where the
approval authority will be the EXCOPS or higher.

Original tenders are stored in sealed tamper proof bags in a secure location by the Tender Office, and
the marked copy of the original submission is used for evaluation purposes.

Any deviation from the approved tender office marking and verification protocols due to size and volume
of tenders / offers must be approved by the Senior Manager: Risk and Governance.

At Eskom sites, Procurement Practitioners must ensure that the venue to be used for evaluations is
secure and that all necessary security rules are implemented to ensure the confidentiality of the tenders.
Once submissions are released from the Tender Office, the evaluation process has duly commenced.
Tender submissions must be securely retained on an official Eskom site at all times, and under no
circumstances are confidential tender documents to be held at an employee's home, or anywhere
outside an official Eskom site.

Soft / electronic copies (CD), if requested and provided, will be handed over to the Procurement
Practitioner to be used in evaluations. The Procurement Practitioner will be responsible for the loading of
the electronic information onto independent and secure laptop(s) used solely for the purposes of
evaluation, and that will not be removed from the evaluation venue for the duration of the evaluation. It
must be noted that where soft or electronic copies of submissions are requested, it must be in addition to
the complete hard copy of the original. Failure by the supplier to provide a complete hard copy of the
original tender will still disqualify the supplier even though soft /electronic copies may be provided.

3.4.5.7 Cancellation and Re-issuing of Tenders

Cancellation/re-issuing of tenders may occur any time after the tender has been issued to the market
and before contract award.

Should it be necessary for a formal tender to be cancelled, approval needs to be obtained from the
relevant Procurement Manager for tenders up to R50m, the Procurement Middle Manager for tenders
greater than R50m and up to R100m, the Commercial Senior Manager for tenders greater than R100m
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but less than R300m, and from the relevant General Manager: Commercial in the case of contracts more
than R300m.

After approval has been obtained, the Procurement Practitioner informs all participating suppliers of the
cancellation. Where an open competitive tender requires cancellation, suppliers must be notified of the
cancellation through the same media / advertising platform through which the invitation was published
(i.e. newspapers, tender bulletin, CIDB's i-tendering, etc.), provided that the costs of advertising in the
media is not excessive. Where the invitation to tender was to a closed list of suppliers, then written
notification of cancellation must be sent to each of the invited suppliers.

The following rules apply with respect to the cancellation and re-issuing of a tender:

• Competitive tenders cannot be re-issued with the purpose of changing the outcome that would have
arisen from valid responses to the original tender;

• If the End-User changes his requirement significantly, based on a revised approved strategy, the
tender must be cancelled and re-issued. This must be supported by a sound technical and / or
business case, including budgeting and / or investment approvals, or where required, by legislation;

• A tender may be cancelled due to changed business circumstances where there is no longer a need
for the assets, goods or services.

• If funds are no longer available to cover the whole envisaged expenditure for the assets, goods or
services, the tender may also be cancelled;

• If no acceptable tenders are received, the tender may also be cancelled;

• Where fewer than 50% (fifty per cent) of invited suppliers respond to a closed tender, or where more
than 50% of responses to an open or closed tender are disqualified for one or more reasons, the
responsible Commercial Middle Manager (minimum level) must investigate and establish the reason
for the poor response, and / or unacceptability of responses. This may be indicative of an invalid
tender list, use of an incorrect sourcing mechanism, a need to further research the marketplace,
and/or unfair tendering practices. In this case, the enquiry may be closed and re-issued to a valid
tender list, upon the prior written consent of the Commercial Senior Manager or GM: Commercial (if
applicable);

• Where invited suppliers to a closed enquiry choose not to respond, but the tender list is valid and all
procurement processes have been fairly and correctly followed, the receipt of 1 (one) acceptable
tender means that the tender is valid and may not be re-issued;

• If it was mentioned in the tender that the 80/20 preference point system will be applied and, where
all prices received from participating suppliers exceed R1 million (including VAT and all applicable
taxes), then the tender must be cancelled. If one or more of the responsive and acceptable tenders
received are within the R1 million threshold (including VAT and all applicable taxes), all tenders
received can continue to be evaluated on the 80/20 preference point system;

• If it was mentioned in the tender that the 90/10 preference point system will be applied and all prices
received from participating suppliers are equal to or below R1 million (including VAT and all
applicable taxes), the tender must be cancelled. If one or more of the responsive and acceptable
tenders received are above the R1 million threshold (including VAT and all applicable taxes), all
prices received must be evaluated on the 90/10 preference point system;

• If a tender is cancelled as indicated above, the correct preference point system must be stipulated in
the criteria of the re-issued tender;

• All tender cancellations must be reported to the relevant General Manager: Commercial, in order to
manage issues of poor forecasting / estimation, poor sourcing techniques and possible irregularities
in the execution of commercial processes.
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3.4.5.8 Handling of Unsolicited Tenders

Eskom is not obliged to consider unsolicited offers received outside a competitive tender process, or
outside mandated negotiations.

There are two (2) types of unsolicited offers that may be received:

The first type is an offer that is made by a supplier when there is no procurement process; and

The second type is made during a closed /limited competitive process (tender or competitive
negotiations) where an "uninvited" supplier has approached an Eskom employee / director before
the closing date requesting to submit a tender /offer.

Eskom employees that are approached with the first type of unsolicited offer should immediately refer
the supplier to the SD & L Department within Group Technology and Commercial to engage in this
registration process without further representation, engagement or commitment. Only once evaluated
and pre-qualified after application against the Eskom Conditions of Registration, the supplier may then
be given a vendor number confirming registration on the Eskom Supplier Database, and may be
considered for any future tenders.

In the case of the second type of unsolicited offer where an uninvited supplier approaches Eskom with
an offer during a closed tender / closed negotiation process, there is no obligation on Eskom to accept
such an offer, but there may be genuine reasons for acceptance as well. If an Eskom employee is
approached with this type of offer, then it must be immediately referred to the authorised Procurement
Practitioner responsible for the administration of the closed tender / negotiation process.

The Procurement Practitioner should then refer the matter to the relevant General Manager:
Commercial, for decision-making. A management decision, documented for audit purposes, should then
be taken as to whether to allow the unsolicited offer if it is made before the official closing time for
submissions, or before conclusion of closed mandated negotiations.

An unsolicited offer may be allowed if it will not in any way compromise the fairness, transparency,
equitability, cost-effectiveness and competitiveness of the process. If any of the aforementioned
principles will be compromised, an unsolicited offer should not be allowed.

If permission is granted to the supplier to submit a tender/offer, then the same rules regarding the
issuing, receipting and deadline of tender submissions will apply. If there is a possibility that pricing
information may have been shared, or there are suspicions of collusion, then an unsolicited offer should
not be allowed.

If the relevant GM: Commercial, decides to consider an unsolicited offer, the following considerations
must be taken into account:

• The assets, goods or services offered in terms of the unsolicited tender /offer is a unique innovative
concept that is proven to be exceptionally beneficial to, or proven to have exceptional cost
advantages for Eskom; and / or

The supplier making the offer is the sole provider of the assets, goods or services in the
circumstances; and/or

The need for the assets, goods or services by Eskom has been approved during its strategic
planning, budgeting and / or investment processes.

3.4.6 Evaluation of Tenders

3.4.6.1 Preparation for Tender Evaluations

Once tenders have been administered and processed by the relevant Tender Office and officially
released to the Procurement Practitioner, the process of evaluation commences.
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The Procurement Practitioner must ensure that tenders are stored and evaluated in an environment
where the confidentiality of documents is not in any way compromised. A dedicated, lockable room with
access limited to evaluation team members must be allocated for the evaluation of tenders. Tenders will
not be allowed to be removed from or evaluated outside an official Eskom site (e.g. an employee's
home). Where tenders or copies thereof need to be moved between Eskom sites or locations, this must
be co-ordinated by the relevant Tender Office and the Procurement Practitioner, using an efficient
document control system that will be able to account for the location of the originals and copies at any
given time.

Where computers and other electronic equipment / hardware are being used to facilitate evaluations,
such computers and hardware must be independent of all members of the evaluation team, and must
remain within the confines of the dedicated lockable room for the duration of the evaluation. The use of
cellular phones, laptops that are personal to holder and any other electronic devices should be restricted
during the course of tender evaluations, and it is the accountability of the Procurement Practitioner to
regulate such practices during evaluations.

In the case of more complex transactions, an evaluation team will be assigned. The evaluation team may
consist of more than one person per area of specialisation. Each member of an evaluation team,
whether an employee of Eskom or a third party to Eskom, has to complete a NDA (Non-Disclosure
Agreement) for all tenders exceeding R100 million. Once all members of the evaluation team have
signed the NDA, the Procurement Practitioner must save all NDA's on the electronic Documentation
Management System. The following signatories are required on a NDA: the employee, a witness, and a
Commercial Senior Manager. The full names and unique numbers of each of these persons must be
included on the agreement.

All evaluators are furthermore required to sign formal declarations of interest for every formal evaluation
of tenders of R1m and above.

All communication with the supplier about a specific tender during the evaluation process must be in
writing and co-ordinated only through the designated Procurement Practitioner managing the
transaction.

In case of complex enquiries, the Procurement Practitioner and End-User must ensure that the
evaluation team understands the procurement and evaluation process and criteria to be evaluated and
are familiar with the tender documentation.

The evaluation team must prepare their score sheets for evaluation. The score sheet should contain all
criteria, weights as well as the values that will apply, based on an approved evaluation methodology.

3.4.6.2 Checking Tender Acceptability and Responsiveness

The purpose of checking for responsiveness is to determine whether tender submissions meet the basic
minimum requirements for acceptability and are generally compliant with the conditions of tender in order
to qualify for evaluation against thresholds and criteria for scoring and ranking. Before the actual
evaluation process is started the Procurement Practitioner in collaboration with the End-User/cross-
functional team assesses the responsiveness of tender submissions by assessing the following:

• More than one tender submission: Where more than one tender is received under the same supplier
name, this is recorded.

If the tenders are substantially the same, the latest dated one will be presumed to replace the earlier
dated tender.

If tender submissions are not substantially the same, or are of the same date, and if alternative
submissions were allowed, both submissions will be accepted and evaluated after clarification with
the supplier. If alternative submissions were not allowed and it was clearly stated in the tender, then
none of the tenders will be considered and the tenders will be rejected as non-responsive.
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• Material Deviations: A responsive tender is one which conforms to all the terms, conditions, and
specifications of the tender documents without material deviation. The tender will stipulate whether
qualifications to the contract conditions will be allowed. If it is not allowed, then it will be a deviation
and the Procurement Practitioner must determine whether it is material deviation or not.

A material deviation is one which will:

- Detrimentally affect the scope, quality, or performance of the works, services or supply identified in
the specification / scope;

- Render a tender submission not capable of being fully evaluated for purposes of passing a stated
minimum threshold, or not capable of evaluation for the purposes of the allocation of points and
competitive scoring;

- Change Eskom's or the supplier's risks and responsibilities under the contract; or

- Affect the competitive position of other suppliers presenting responsive tender submissions, if it were
to be rectified.

If a material deviation is identified, it will render the tender non-responsive.

• Completed and Signed Authorisation Form: A supplier must declare that the information provided
within the tender submission is true and correct; that the signatory to the tender submission is duly
authorised and that the supplier will provide documentary evidence on request and to Eskom's
satisfaction in the event of clarification. If the signatory and name on the tender differs from the name
in the Authorisation Form, then the tender may be rendered non-responsive if, after clarification with
the supplier, authority cannot be confirmed or established. Only those suppliers who have duly
completed and signed the Authorisation Form with accurate information will be considered to be
responsive.

• Supplier Declaration of Interests: Where a supplier fails to complete the required declaration of
interests, or, where a declaration of interests is made such that there is an actual, potential or
perceived conflict of interest (determined in consultation with the Risk and Governance Department),
such a tender may be deemed unacceptable to the extent that the conflict of interest cannot be
removed with appropriate measures.

• Mandatory Tender Returnables: Should the supplier fail to provide any mandatory tender returnables
as stipulated in the tender, which are required for purposes of evaluating gatekeepers /thresholds or
for the purposes of awarding points against a stipulated criterion for evaluation, then the tender
submission may be deemed non-responsive, where a material /significant portion of the evaluation is
affected thereby.

With respect to B-BBEE certificates in particular, where there is a failure on the part of the supplier to
submit a valid certificate for purposes of evaluation and scoring by the stipulated deadline for tender
submissions, the tender submission will not be deemed non-responsive exclusively for this reason,
but will automatically score zero on B-BBEE for purposes of scoring and ranking, if otherwise deemed
to be responsive and acceptable in all other aspects. Notwithstanding this, to the extent that the
supplier is still considered for contract award after evaluations, then a valid B-BBEE certificate must
be requested from the supplier as a condition of contract, and in order for Eskom to comply with the
legislative requirements in terms of the B-BBEE Act and its Codes of Good Practice.

If a supplier does not submit a valid B-BBEE certificate or the B-BBEE certificate is no longer valid for
purposes of contract award, Eskom may elect to still award a contract with such a supplier, provided
that an obligation to submit such certificate within a period to be agreed to by the contracting parties is
a stated condition of contract as well as the rights or remedies that Eskom will have in the event that
the supplier fails to meet such obligations.
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Where any certificate (e.g. SARS, B-BBEE, ISO certifications, etc.), proof of registration (e.g., CIDB)
or the like is required to be submitted as a tender returnable, the supplier must ensure that Eskom is
in possession of a valid certificate or proof of registration for the duration of the validity period of the
tender, and, if the supplier is successful, up to contract award. Invalid certificates will not be
considered for purposes of evaluation and may render a tender non-responsive/ineligible for contract
award, depending on the materiality of the certificate to the overall scoring and ranking of the supplier.

• Copies of tenders: The supplier is required to submit only one complete hard copy of the original
tender submission. A submission will be rendered non-responsive where the one complete hard copy
is not submitted. Suppliers submitting copies which are materially incomplete for purposes of
evaluation will also be disqualified.

3.4.6.3 Tender Clarification

The Procurement Practitioner in collaboration with the End-User/cross-functional team clarifies and
resolves any minor deviations that do not impact on the competitive position of other suppliers that have
submitted responsive tender submissions, by recording in the contract file all clarification discussions
and resolutions. The cross-functional team may request the Procurement Practitioner to clarify an issue
with a supplier. Should the Procurement Practitioner not be sure how to appropriately word the
clarification, advice needs to be obtained from the Procurement Manager and / or a Risk & Governance
official. A clarification should not be used to make a tender responsive or to change the outcome of
scoring or ranking, but should be used to clarify information already presented within the tender
submission. Clarifications must not be requested in such a way that it seeks to trigger changes in the
price, scope, lead times or risk position of Eskom or the supplier. Certifications and documents stemming
from legislative bodies for purposes of demonstrating legal compliance, and which are not used for the
purposes of scoring and ranking, may be clarified, and may still be requested from the supplier during
the period of evaluations, but must already be submitted and assessed by the time the final
recommendation for contract award is being made to a Delegated Approval Authority.

3.4.6.4 Evaluation of Functionality Threshold

All responsive tenders are further evaluated by using the scoring framework and associated criteria as
stipulated in the tender, to determine if tenders meet the overall threshold based on the functionality
criteria.

The technical specialists within the cross-functional team independently evaluate tenders against the
functionality criteria in line with the criteria and scores as stipulated in the tender. A weight will be
allocated to each criterion and each technical evaluator will allocate points against each criterion based
on the agreed evaluation methodology. The methodology set out in 3.2.9.3 will be applicable to
functionality evaluations using the PPPFA.

Where SHE and quality are sub-criteria under functionality, the Procurement Practitioner must refer the
submission to the Divisional functionaries responsible for SHE and quality in order to evaluate against
tender-specific criteria.

Specifically with respect to SHE, a signed-off SHE evaluation report from the relevant SHE functionary
who conducted the SHE evaluation must be provided to the Procurement Practitioner in order to confirm
the outcome of the SHE evaluation.

The technical / functionality evaluator is generally one of the following persons:

- The End-User, only where he has the technical or other expertise to fulfil this role;

- A technical expert nominated by the End-User; or

- A Divisional technical functionary with the necessary expertise appointed within the Division.
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The Division may procure external expertise (e.g. consultants) for the purposes of conducting
independent evaluations, in accordance with the relevant and applicable processes for the appointment
of external service providers.

The technical/functionality evaluation is not used to put forward supplier, product or brand preferences of
the End-User or the technical evaluator/s, or to justify the tender and required technical specification, but
should only reflect the technical merits of the tender in relation to the scope and associated criteria set
out in the tender documentation.

The technical evaluator compares the assets, goods or a service offered, to the technical specification,
and assesses them against the stipulated technical / functionality criteria for purposes of scoring against
the minimum stipulated threshold.

The technical / functionality evaluator does not attempt to remedy a poor quality tender document. If the
tender documents provided by Eskom are technically unsound, the technical / functionality evaluator
does not attempt an evaluation but returns the documentation to the Procurement Practitioner with the
recommendation to re-issue the tender with the correct requirements.

The technical / functionality evaluator may formally raise any salient facts about the supplier in the
signed technical / functionality evaluation report which may impact on the final evaluation of the tenders,
and may result in not awarding to the highest ranked tender. This will normally be based on documented
performance-related issues, e.g. non-conformance reports and rectification.

The technical / functionality evaluator identifies issues that need clarification for a proper technical /
functionality evaluation and scoring to be done. This clarification is done through the Procurement
Practitioner, prior to the technical /functionality evaluation report being drafted and may not influence any
price, scope, lead time or risk position of Eskom or the supplier.

Where the assets, goods or services tendered do not fulfil the requirements of the End-User as
described in the tender documentation, and after assessment against the stipulated criteria, as
subsequently clarified, the technical / functionality evaluator does his/her scoring and gives detailed
technical reasons for any low scoring or penalties applied.

Where the value of the transaction exceeds R10 million, the technical / functionality evaluation must be
conducted by a minimum of two (2) technical representatives for the technical aspects of the evaluation,
excluding SHE and quality, and cannot be conducted by a single technical representative.

The amendment of functionality criteria, weights, applicable scoring methodologies and/or the minimum
threshold for functionality after the deadline for tender submissions will not be allowed as this will
compromise the fairness of the procurement system, and may be deemed unconstitutional.

If a tender meets the required minimum functionality threshold, it is regarded as acceptable for further
evaluation for local production and content (if it was applicable and included as part of the tender), price
and BBBEE. If a tender submission fails to score enough points to meet the stipulated threshold, the
tender is disqualified, and will not proceed to further evaluation.

3.4.6.5 Evaluation of Local Content Threshold

Suppliers must complete the Local Content forms as prescribed by the PPPFA Regulations. Based on
the information submitted in the forms, the SD&L members of the cross-functional team must determine
if the required threshold percentages have been met.

To the extent that the procurement belongs to a designated sector or where special permission / a
directive has been obtained to include local content thresholds and conditions for non-designated
sectors, tenders must be evaluated in terms of the evaluation criteria stipulated in the tender. The
amendment of the stipulated minimum threshold for local production and content after the close of
tenders will not be permitted as this will compromise the fairness and integrity of the system.
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A tender is regarded as acceptable for further evaluation if it achieves the stipulated minimum threshold
for local production and content.

Tenders that fail to achieve the stipulated minimum threshold for local production and content will be
disqualified. In relation to a designated sector, a supplier must not be permitted to sub-contract in such a
manner that the local production and content of the overall value of the contract is reduced to below the
stipulated minimum threshold.

3.4.6.6 Evaluation of Price

A supplier can score a maximum of 90 points on price if the estimated Rand value of the contract is more
than R1m (including VAT and all applicable taxes), or a maximum of 80 points where the value of the
contract is less than R1m (including VAT and all applicable taxes). The PPPFA prescribes that the
lowest acceptable tender will score 80 or 90 points for price. Tenders that quote higher prices will score
lower points for price on a pro-rata basis, based on the formula prescribed. The PPPFA Evaluation
Sheet in Annexure C will assist Procurement Practitioners in the evaluation of the price.

Business Evaluation and Analytical Services Team (BEAST) from FPS must evaluate all submissions
falling within the delegation of EXCOPS or higher for approval.

In respect of all other evaluations on price, once the financial evaluation has been completed by the
Commercial Finance / Group Finance Business Partners / Project accountants, such evaluation may be
sent to BEAST for an independent review of the evaluation of price.

Points scored must be rounded off to the nearest 2 decimal places.

The prices used for purposes of evaluations are prices where arithmetical errors have already been
corrected, CPA is applied, unconditional discounts are taken into account and foreign currencies are
converted into Rand. Where applicable, the assigned financial functionary calculates the present value of
contract prices using Eskom's current discount rate, the tendered programme and prices, estimated CPA
factors and rate of exchange fluctuations. The price evaluated must be including VAT, and all applicable
taxes, for purposes of the application of the PPPFA.

Should arithmetical errors be found and corrected in terms of the prices, the Procurement Practitioner
notifies the supplier of the applied corrections and requires that the supplier accepts these corrections in
writing or that the tender be withdrawn.

If the supplier does not accept the corrections, the tender is withdrawn from evaluation. The
Procurement Practitioner does not give the supplier the opportunity to stand by a lower or higher but
uncorrected price.

Escalation, currency implications and other conditions as well as the time value of money or alternative
technical solutions may affect the tendered price to such an extent that the higher priced tender may be
attractive in the order of merit. It may also be that the lower priced tenders did not include all Eskom's
requirements in their tender submissions.

The prescribed Calculation Sheets are used to calculate the contract and evaluation prices. When
completing the Calculation Sheets, the Procurement Practitioner ensures that a complete audit trail of all
calculations is maintained on file.

Where tendered prices subject to CPA are lower than fixed and firm prices tendered in response to the
same tender, the evaluation should be done with great care to ensure that the most commercially
beneficial tender is scored the higher mark out of 90.

In the case of rate based tenders, the price to be used for evaluation purposes is the rates multiplied by
estimated quantities to come to a subtotal for each item. All subtotals are added to give a final total. This
final total will be used to establish a score against the 80 or 90 points allocated for price. All prices
offered in foreign currencies must be converted into Rand for evaluation purposes. Should a supplier
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omit to provide prices for non-material items, then the highest rate / price tendered by the other suppliers
for that item, is applied and calculated. This is necessary to evaluate all tenders on the same basis.

Tenders must be sent to BEAST within the Finance Project Services (FPS) Department - Group Finance
for an independent financial evaluation of the tendered price or at least concurrence with the financial
evaluation where:

Approval to place a contract is required from the EXCO Procurement Sub-committee (EXCOPS) or
higher Delegated Approval Authority as a result of the total contract value including foreign portion
or time. (In these cases, the Finance Director or his/her representative at a level of a GM or higher,
must also concur with the recommendation);

Tenders /offers with the foreign currency exceeding USD 1 million or equivalent, irrespective of the
total value;

The supplier offers a financing package.

For tenders falling within the R50m to R300m contract value, including foreign portions, the following
tenders may be referred for independent financial evaluation based on an agreed Service Level
Agreement (SLA) concluded between Eskom Finance Project Services (FPS) Department and Group
Technology and Commercial:

Tenders in which alternative CPA parameters or formulae are offered;

Where a tendered price adjusted for CPA is lower than a tendered fixed price;

Where alternative payment terms are tendered;

Where CPA must be calculated for hedging purposes; or

Where net present value and /or lifecycle costing is used to establish the evaluation price.

Whenever foreign currencies are allowed or tendered, the Procurement Practitioner follows the
processes as described in the Eskom Treasury policies and procedures.

Where prices are quoted in foreign currency, Eskom considers Payment Method 1 (a) (i.e. payment in
foreign currency to a nominated foreign bank account) to be the standard payment method.

Where Payment Method 1 (b) (i.e. payment of foreign currency into a local CFC account) is the chosen
method of payment, it is the responsibility of the supplier, and not Eskom, to open the required CFC
account in accordance with SARB requirements, and to ensure that such CFC account remains valid for
the period of the contract, to enable payments. Payment method 1(b) will only be accepted and EXCON
approval granted once Eskom Treasury Department is in receipt of the necessary supporting
documentation regarding the CFC account. The use of Payment Method 1(b) is not permitted for the
procurement of services.

Payment Method 2 (payment of the foreign portion of the price in Rand into a local bank account) is
allowed in terms of a special dispensation from the South African Reserve Bank. The right to use
Payment Method 2 is therefore not automatic, and is not permitted for the procurement of services.
Payment Method 2 can only be used where the supplier has agreed to comply with all the terms and
conditions for the use of Payment Method 2 as stipulated on the CPA (IG) form. On enabling agreements
and Eskom-wide contracts, a fixed and ascertained commitment must be demonstrated by confirming at
least a 90% take-up of the estimated usage / forecast.

The Middle Manager: Policy and Compliance (or his / her nominee) within the Risk and Governance
Department within Group Technology and Commercial must be consulted and must consent in writing to
the use of Payment Method 2 for purposes of evaluation of tenders and contract award. Eskom Treasury
Department will ratify the decision of the Policy and Compliance Manager by arranging for the necessary
forward cover on the procurement. Where approval is not granted for the use of Payment Method 2,
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Payment Method 1 will be deemed the applicable payment method. A supplier will not be permitted to
change the selected payment method after close of tender.

Where Payment Method 2 is selected, Eskom will require the supplier to provide substantiating proof of
importation at the time of invoicing. Eskom will arrange for the relevant forward cover to mitigate the risks
of exchange rate fluctuations. The supplier must, however, expressly declare in writing that the goods
included for payment under Payment Method 2 have not already been or will not be covered forward by
the supplier, its principal, agent, subsidiary or any other related person or body, in the foreign exchange
market.

Procurement Practitioners must, under no circumstances, accept any deviation from suppliers with
regard to the wording applicable to Payment Method 2 as contained in the latest revision of Form CPA
(IG).

The following conditions must be agreed to when evaluating suppliers opting for the use of Payment
Method 2:

Payment will be made in South African Rand at the selling spot rate of exchange obtained by
Eskom's Treasury Department on the date that the forward cover is cancelled;

Eskom, via the Contract Manager will notify the supplier of the forward cover cancellation date and
the intended payment date, which is as per the agreed payment terms contained in the contract;

Any exchange rate adjustments after Eskom has notified the supplier of the date of payment and the
exchange rate at which the forward cover was cancelled will be for the account of the supplier.

3.4.6.7 Evaluation of BBBEE

Verification of the validity of BBBEE certificates may be done by visiting the SANAS and / or IRBA
websites.

The sliding scale as published in the PPPFA Regulations (Appendix C hereto) must be followed for the
evaluation of tenders for BBBEE. The BBBEE scores as per the PPPFA Regulations must be filled in the
Calculation Sheet. This score will be out of 10 points according to the PPPFA Regulations for tenders
more than R1 million (including VAT and all applicable taxes) and out of 20 points for tenders less than
R1m (including VAT and all applicable taxes).

For tenders exempt from PPPFA application, B-BBEE evaluation is based on an allocation of points
which are allocated per level of contribution to B-BBEE as confirmed by a B-BBEE certificate obtained by
an Accredited Verification Agency, or by an auditor or accounting officer (specifically with respect to
suppliers classified as EME). The allocation of points is based on Eskom's Hierarchy of Supplier
Preference, where smaller Black suppliers (BWO / SBE / Disabled EMEs and QSEs) may be allocated
more preference points for developmental purposes over larger Black (LBS) and other suppliers, in
conjunction with the principle that higher levels of contribution to B-BBEE are awarded more points.

Contracts funded by the Development Funding Institutions (DFI), are exempted from adhering to the
PPPFA and will follow the Commercial Guidelines of a DFI depending on the relevant clauses in the loan
agreement.

Where there is a failure on the part of the supplier to submit a valid verification certificate for purposes of
evaluation and scoring by the stipulated closing time of the tender, the supplier will automatically score
zero on B-BBEE for purposes of evaluation. Notwithstanding this, to the extent that the tender is still the
highest ranked responsive and competitive tender and / or is still recommended for contract award, then
a valid B-BBEE certificate must be requested from the supplier as a condition of contract award, and in
order for Eskom to comply with the legislative requirements in terms of the B-BBEE Act and its Codes of
Good Practice. If a supplier cannot submit a BBBEE certificate by the time of contract award, it may be
permissible to allow the supplier a stipulated period after contract award to submit such a certificate,
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failing which Eskom may reserve the right to terminate or re-negotiate the terms and conditions of
contract.

A supplier must not be awarded the points claimed for its B-BBEE status if it is indicated in the tender
that such a supplier intends sub-contracting more than 25% of the contract value to any other enterprise
/ supplier that does not qualify for at least the same number of points that the participating supplier
qualifies for, unless the intended sub-contractor is an EME that has the capability and ability to execute
the sub-contract.

A supplier is therefore not allowed to sub-contract more than 25% of the contract value to another
enterprise / supplier that does not have equal or higher B-BBEE status, unless the intended sub-
contractor is an EME that has the capability and ability to execute the sub-contract, in order to claim the
points for BBBEE as set out in Annexure C hereto.

3.4.6.8 Scoring and Ranking of Tenders

After completion of all aspects of the evaluation, the Procurement Practitioner and cross-functional team
rank the tenders based on the total points allocated against all stipulated criteria and weightings as set
out in the tender documentation and contract strategy. Changes are not made to the evaluation criteria
once tenders are issued or have been formally received. Records of ranking are kept, and point
allocation against evaluation criteria must be reflected in the Commercial Transaction Approval Form
submitted to the Delegated Approval Authority in support of the recommendation contained therein.

The points scored for price must be added to the points scored for B-BBEE status in order to obtain the
supplier's total points scored out of 100.

In the event that two or more suppliers have scored equal total points, the successful tender must be the
one that scored the highest points for B-BBEE.

If two or more suppliers scored equal points, including equal preference points for B-BBEE, the
successful tender must be the one scoring the highest score for functionality, if functionality is part of the
evaluation process.

In the event that two or more tenders are equal in all respects, the award must be decided by the
drawing of lots.

3.4.6.9 Evaluation of Specific Goals and Objective Criteria

The tender must stipulate if there are any objective criteria that the suppliers must meet, over and above
stipulated thresholds and criteria for purposes of scoring of points.

Objective criteria may be any other requirement which justifies the award of the contract to the supplier
who did not score the highest number of points on the 90/10 or 80/20 preference points system, and are
generally compliance or risk-related criteria for which points cannot be allocated.

The reason for selection of another supplier who is not the highest ranked must be motivated to the
Delegated Approval Authority, and based on the objective criteria as stated in the tender.

Objective criteria, which are pre-requisites for contract award, after the evaluation of tenders include:

Financial viability: The outcome of a financial analysis of the supplier's financial statements is an
objective criterion that must be conducted as a due diligence and risk mitigation step as a pre-requisite
to contract award. This is required to determine if the supplier is financially stable enough to execute a
contract/order of the magnitude to be awarded.

The latest approved annual financial statements as per requirements of corporate / company law must
be submitted. The analysis of a supplier's financial statements is not a criterion for the purposes of the
scoring and awarding points, or the determination of competitive ranking. However, the analysis is
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conducted as part of a due diligence, for the purposes of establishing a supplier's viability and ability to
meet all of its contractual obligations for the duration of the contract. To the extent that such risks are
identified as part of the analysis of the financial statements, a risk mitigation strategy must be included
as part of the recommendation. If the risks cannot be mitigated to ensure performance against the
contract, the contract may have to be awarded to another supplier, which may not be the highest ranked.

All transactions to be approved at the EXCOPS or higher the assessment of financial viability of the
suppliers to execute a contract will be done by BEAST in the Finance Project Services (FPS). BEAST
maintains a database with supplier analysis reports and it can extract information from it if need be.

For all other Delegated Approval Authorities, financial viability of the supplier may be analysed by the
FPS to the extent that the risk to Eskom justifies it.

NOTE: An analysis of a particular supplier's turnover and financial viability is valid for 6 (six) months at a
time. This means that if the supplier participates in more than one tender within a 6 (six) month period,
then the first evaluation for that period will apply. It will not be necessary to repeat the financial
evaluation for the particular supplier over that 6 (six) month period, except where the recommendation is
being made to EXCOPS or higher, in which case the analysis must be done for every approval required
for the award of an order / contract. Where a supplier has been awarded multiple contracts with Eskom,
the financial analysis from BEAST in FPS must include the cumulative effect of all contractual
commitments with Eskom in order to determine Eskom's risks, and to determine whether the supplier
has the financial viability, resources and infrastructure to take on further contractual commitments with
Eskom.

Terms and conditions of contract: The Procurement Practitioner, with the assistance of the Eskom Legal
Department, is responsible for the evaluation of contractual terms and conditions offered based on
Eskom's standard forms of contract.

If a supplier does not accept Eskom's conditions of contract or deviates from the requirements thereof,
the Procurement Practitioner must obtain advice from the Eskom Legal Department, in order to
determine the risks to Eskom if the conditions proposed by the supplier are to be accepted. If it is
determined that the risk to Eskom is too big and a clarification with the supplier does not resolve the
mitigation of the risks, then the tender will be rejected as commercially unacceptable, and therefore
ineligible for contract award.

SHEQ: Where SHEQ is NOT included under functionality, but is still a legal / contractual requirement for
the execution of the ensuing contract, all legal/ contractual requirements pertaining to SHEQ must be
demonstrated to be in place and legally valid, as a pre-requisite to contract award, and prior to the
recommendation being made to a Delegated Approval Authority. Failure of a supplier to comply with
legal/contractual requirements pertaining to SHEQ as stated in the tender will render a tender ineligible
for contract award.

Registration on Eskom's Supplier Database: The Procurement Practitioner must determine if the
supplier/s are already registered on Eskom Supplier Database. Where a contract is particularly complex
and / or has to be submitted to the EXCOPS or higher for approval, the Procurement Practitioner must in
every case ensure that the recommended suppliers are re-assessed by the SD & L function against
registration and pre-qualifying requirements, before recommendation to the Delegated Approval
Authority, and as a pre-requisite for contract award. Suppliers that do not meet all registration and pre-
qualifying requirements associated with registration, cannot be awarded new contracts until all
requirements for registration and / or all pre-qualification requirements are duly met.

To the extent that a supplier who is not registered on the Eskom Supplier Database is being considered
for contract award, or, where registered suppliers are requested to re-apply for registration, the supplier
is required to meet all the necessary conditions of registration as a pre-requisite to contract award. A
supplier who does not meet Eskom's mandatory requirements for registration cannot be recommended
for contract award.
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CIDB: Procurement Practitioners may also utilize the CIDB website to confirm a supplier's CIDB
registration. Confirmation of CIDB registration in the appropriate class and level is required before
awarding a contract for construction and /or engineering works.

Eskom is obliged to comply with the requirements of the CIDB Act that prohibits the award of a
construction works contract to an unregistered supplier. This means that a Delegated Approval Authority
will not be allowed to approve the appointment of suppliers for the rendering of construction and
engineering works (as per the classes of construction / engineering works set out in Schedule 3 of the
CIDB Regulations) where the supplier is not registered with the CIDB.

Tenders received from suppliers that are not "capable of being registered" with the CIDB prior to
evaluation must be deemed commercially unacceptable, and excluded from evaluation. Suppliers that
are "capable of being registered" prior to evaluation may be evaluated, but must be registered prior to
making the recommendation for contract award.

"Capable of being registered" means that there is a reasonable chance that the unregistered supplier
(who complies with all the legal requirements to be registered) will become registered in the required
contractor grading designation. In order to establish whether or not a supplier has a reasonable chance
of being registered in the appropriate grading designation, the supplier must have at least made an
application for registration to the CIDB and submitted all required information by the time of participating
in the tender. The supplier must be advised in this instance to provide proof of application as a tender
returnable.

Legal Compliance: The supplier must be able to meet all legal requirements pertaining to the supply of
the assets, goods, or services, including compliance with all tax-related obligations. A supplier cannot be
awarded a contract where it has not submitted a valid tax clearance certificate from SARS confirming
that all of its taxes are deemed to be in order, by the time the recommendation is being made to a
Delegated Approval Authority for contract award.

Specific Goals: Specific goals linked to skills development, industrialisation, job creation, localisation, if
not embedded within functionality criteria as part of a Design for Local strategy or set out as a special
condition of tender, will be evaluated as objective criteria, based on an assessment of targets proposed.
On this basis, Eskom may award a tender to a supplier that is not the highest ranked (in terms of price
and BBBEE), but which may most favourably meet the specific goal requirements and targets as
required by Eskom, in addition to meeting any other objective criteria.

3.4.6.10 Dealing with Bonds /Guarantees

Upon receipt of tenders, the names of the proposed financial institutions (as requested in the tender)
must be submitted to the Treasury Portfolio Assessment (TPA) Department together with a completed
approval form (available electronically on the Eskom Treasury Department website on the Eskom
Intranet) in order to obtain approval regarding the use of the proposed financial institutions, for purposes
of securing a bond/guarantee.

TPA will advise whether the proposed financial institutions are acceptable or not. This will be informed by
the list of Approved Guarantors which TPA maintains. The Procurement Practitioner must also advise
the guarantee amount to TPA in order for TPA to confirm the headroom on the credit limit of the
Approved Guarantors.

Where proposed financial institutions are not on the Approved Guarantors' list, TPA will advise the use of
alternative guarantors or request from the Procurement Practitioner the information needed to assess
potential guarantors for a credit limit recommendation to the Treasury Committee. The Treasury
Committee meetings are quarterly and the turn-around time on new financial institutions' decisions can
take up to three (3) months.

TPA will advise the acceptance of the guarantee on condition that:
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It is issued by an Eskom Treasury approved guarantor;

The guarantee amount is within the approved limit of the guarantor;

All necessary legal approvals have been obtained by the Procurement Practitioner; and

• The guarantee terms and conditions meet the Eskom standard template requirements, including the
relevant contract conditions pertaining to such guarantee being included in the contract.

3.4.6.11 Evaluation of Alternative Tenders

If submission of alternative tenders is allowed, the Procurement Practitioner and/or End-User must
determine whether a main tender was also submitted that meets the basic requirements of the tender. If
a main tender was submitted, then the alternative tender will be evaluated against the criteria set in the
tender for alternative tenders, and if no alternative criteria were mentioned, the alternative tender will be
evaluated against the criteria for a main tender.

3.4.6.12 Short-listing for Post-Tender Negotiations

Based on the outcome of evaluations, the Procurement Practitioner and End-User/cross-functional team
determine whether it is necessary to negotiate post-tender. If so, they must obtain a mandate to
negotiate from the appropriate Delegated Approval Authority. The request for a mandate to negotiate
must set out the mandate objectives, such as commercial, technical and financial parameters for the
negotiation.

Post-tender negotiations may be conducted with suppliers only under the following circumstances:

• Where it was indicated in the tender documentation that negotiations will be entered into with one or
more short-listed suppliers after completion of evaluations. The criteria for the eligibility to participate
in post-tender negotiations must be clearly set out in the tender documentation (e.g. negotiations
only with the highest ranked supplier, or the lowest priced tender, the three highest ranked suppliers,
all technically acceptable tenders, etc.). Failure to stipulate qualifying criteria for post-tender
negotiations may render all responsive and technically, financially and commercially acceptable
tenders after evaluations, as qualifying for negotiations;

• When all tenders have been evaluated and there is no tender which stands out as the most
advantageous in terms of the evaluation criteria detailed in the tender documentation;

• When Eskom's price estimation is substantially lower than that of the lowest priced tender; and / or

• When all or the majority of the tenders received deviate in one or more ways from the published
requirements, and it is in the interests of cost-effectiveness and the meeting of critical milestones
that the tenders be negotiated rather than re-issued due to the deviations, provided that the decision
to proceed with negotiations is still fair, equitable, competitive, cost-effective and transparent to all
participating suppliers.

The following general rules apply to post-tender negotiations:

• Negotiations cannot be entered into without a mandate from a relevant Delegated Approval
Authority;

• A negotiation team must be assigned by the Delegated Approval Authority, comprising of at least
commercial, technical and finance representation, as a minimum, and one of whom who must be
assigned the role of lead negotiator;

• No employee may engage in negotiations on their own;

• Suppliers are excluded from negotiations if their tenders were non-responsive or disqualified, or if
they have not met the stipulated criteria in the tender to qualify further for post-tender negotiations;
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• Explanations of the criteria, technical or other requirements and/or changes to the tender and tender
documentation are communicated to all the remaining suppliers participating in negotiations;

• All remaining suppliers are given the opportunity to submit final offers as part of the negotiations
which will result in the continuation of the evaluation, final ranking and approval processes. All
negotiated offers stemming from formal tenders must be formally received and logged at the
relevant Tender Office.

• Mandated post-tender negotiations with multiple suppliers must not result in the awarding of a
contract without approval from the Delegated Approval Authority accepting the outcome of the
negotiations.

3.4.6.13 Validity of Tender for Acceptance

If it is likely that the validity of the tender will expire before a contract can be awarded, the Procurement
Practitioner must obtain permission in writing from the Procurement Manager for tenders up to R50m,
the Procurement Middle Manager for tenders greater than R50m and up to R100m, the Commercial
Senior Manager for transactions greater than R100m and up to R300m, and for transactions more than
R300m, from the General Manager: Commercial, in order to extend the tender validity period.

The extension of a tender validity period means that the supplier maintains its original pricing as
tendered. If a supplier cannot maintain original prices as tendered after expiry of the tender validity
period, then the tender may not be considered for financial evaluation, and the supplier therefore cannot
be awarded a contract based on the tendered price. It must be noted that such extension of the validity
period is not an invitation to the supplier to amend the tendered price, scope and / or the delivery period.

If extensions to validity periods occur frequently, the efficiency of the evaluation process needs to be
assessed by the relevant Commercial Senior Manager, so that necessary steps are taken to improve the
efficiency of the evaluation process, as one of the identified KPAs of the procurement function.

3.4.6.14 Dealing with Suspicions of Bid-Rigging /Price-Fixing

When conducting an evaluation of tendered prices, signs of collusion, price-fixing, or bid-rigging which is
intended to eliminate the benefits of a competitive tender must be investigated. Indicators that tenders
may be collusive or "rigged" include:

• Out of a batch of tenders, only one can be evaluated because the others have submitted "non-
responsive" tenders that cannot be evaluated, or have not responded to the tender by the
closing date;

• Prices tendered by certain suppliers are very high without technical justification in comparison
to one particular supplier, making only that supplier eligible to be awarded the contract;

• The same pool of suppliers participate in several tenders, and there appears to be some sort of
"rotation" with whom is awarded the contract;

• Participation of Related Parties within the same tender thereby eliminating independence and
inhibiting competitiveness;

• Tenders from different suppliers have almost identical pricing, and information provided has
similar or identical wording.

Price-fixing / bid-rigging, if proven, is a contravention of the Competition Act (89 of 1998), and will
constitute a trigger for the reconsideration of a supplier's registration status on the Eskom Supplier
Database for which a supplier may be suspended / de-registered from the Eskom supplier database in
accordance with 3.8.9 herein. Suspicions of bid-rigging must be reported to the local Risk and
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Governance office within Group Technology and Commercial, who will facilitate investigation into the
matter.

Tenders that are found to be collusive or fixed / rigged will be automatically disqualified.

3.4.7 Obtaining Approval to Award a Contract

Once the evaluation process has been completed, the Procurement Practitioner and the cross-functional
team (in the case of complex transactions) complete the Commercial Transaction Approval Form.

Since the transactions are based on an End-User's request and are paid for by the End-User's cost
centre or project, the End-User has the responsibility and authority to determine that Eskom's needs will
be met before a recommendation is made to a Delegated Approval Authority or before an order /
contract is placed, by providing his /her written consent through sign-off of the recommendation being
presented to the Delegated Approval Authority. The End-User may not engage with Suppliers in the
absence of a Procurement Practitioner prior to a contract being awarded for the scope of works /
specifications being the subject-matter of a tender. Post-contract award End-User engagements with
suppliers must be in strict accordance with the provisions of the relevant contract.

It is important that the full legal and registered name of a supplier is used in the Commercial Transaction
Approval Form, so that the Delegated Approval Authority is able to approve the correct contracting party.
It must be noted that the supplier approved for purposes of contract / order award cannot be different
from the supplier who was represented on the successful tender.

When approval is sought for engineering, construction and professional services contracts, the best
estimate of time and expenditure at completion is recommended. This encompasses the contract
amount and duration (as tendered) plus any additional amount or time requested to cover contingencies
based on the materialisation of foreseeable and unforeseeable risks managed through requests for
compensation events / variation orders (FIDIC) in accordance with the contract. The additional amount /
time is delegated to the appointed Eskom Agent using a Delegation Consent Form (DCF). This amount
may be applied by the Eskom Agent to manage compensation events / variation orders (FIDIC) without
further reference to a Delegated Approval Authority for a modification of contract, provided that it is not
used to fund any additions / amendments to the approved scope of the contract.

The Procurement Practitioner, in consultation with the assigned cross-functional team compiles the
Commercial Transaction Approval Form addressed to the relevant Delegated Approval Authority. If a
tender is to be awarded to multiple suppliers, then the contract awards are required to be made by a
single adjudication authority based on the cumulative value of the contracts.

The Procurement Practitioner obtains all the necessary signatures on the Commercial Transaction
Approval Form. In the case of:

• Orders / contracts to be approved by EXCOPS and/or a higher Delegated Approval Authority, the
GE: Group Technology and Commercial and his/her counterpart in the End User's Group / Division,
is required to sign the submission;

• Orders / contracts to be approved by the R50m to R300m PTC, the relevant GM: Commercial or a
nominated Commercial Senior Manager and his/her counterpart in the End-User's Group/ Division is
required to sign the submission; and

• Orders / contracts less than R50m, the relevant Procurement Manager and the End-User's line
manager are required to sign the submission.

After obtaining the necessary signatures, the Procurement Practitioner arranges for the submission to be
placed on the agenda if approval is required by a tender committee. A team is nominated to present the
submission at the tender committee, but it must consist of the Procurement Practitioner and the End-
User as a minimum.
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If approval is required from a dual or triple adjudicator, the Procurement Practitioner takes the
Commercial Transaction Approval Form for support and /or approval by relevant persons who are
Accredited Procurement Practitioners assigned to approve such transactions, after formally recording
and signing off the recommendation, together with the End-User.

3.4.8 Administration of the Awarded Ordered / Contract

3.4.8.1 Notification of Award

Once approval has been given to the award of the contract to the successful supplier, the Procurement
Practitioner notifies the successful supplier of the acceptance of his tender. The Procurement
Practitioner must ensure that this notification is received by the successful supplier, because notification
of acceptance will become legally binding upon Eskom. E-mailed notifications will be subject to the
Electronic Communications and Transactions Act.

3.4.8.2 Compiling the order /contract

The Procurement Practitioner is responsible for the compilation, administration and finalisation of the
contract / order.

If a contract (NEC/FIDIC) has been used, the Procurement Practitioner together with the cross-functional
team, ensures that the contract documents are correct and complete with all drawings and specifications
and included as part of the contract. The Tender Data and tender conditions do not form part of the
contract and must not be included. The Procurement Practitioner must use the signed price lists that
were part of the supplier's tender, or if the prices have changed (due to arithmetical corrections, or
negotiations), a revised, signed pricelist. The contract number, description of the assets, goods or
services, and the full legal names of the contracting parties (Eskom and the supplier) must be on the
cover page of the contract. The Procurement Practitioner arranges for the printing of the contract for
purposes of signature.

3.4.8.3 Signing the contract

Once the contract is printed, the Procurement Practitioner takes the contract to the official and
authorised Eskom signatory as nominated by the Delegated Approval Authority to sign the contract on
Eskom's behalf. The nomination is done in terms of Eskom's Delegation of Signing Authority as set out
in Appendix B hereto. It is the responsibility of the Procurement Practitioner to ensure that the contract
is signed by the duly authorised delegates of Eskom and the Supplier before order placement against
the contract. In other words, orders cannot be executed against a contract where the contract has not
been signed by the parties, and any orders placed against the contract in the absence of contract
signature may place Eskom at legal risk in the event of a breach of contract, a claim against the contract
or a dispute with the supplier. To the extent that orders may have to be placed before contract signature,
consent must be obtained in writing from the relevant GM: Commercial, or his / her nominated
representative, or the DE: Primary Energy, or his / her nominated representative.

The authority of the Supplier's representative is confirmed within the Authorisation Form, which is
completed and returned by the Supplier as part of the tender returnables.

A copy of the signed contract must be given to the Supplier and the Eskom Agent / Contract Manager
who will manage the contract. The Procurement Practitioner maintains a copy of the contract for quick
reference and saves a copy on the Electronic Documentation Management System.

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-188



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 139
Revision: 2
Page: 86 of 156

3.4.8.4 Notification to Unsuccessful Suppliers

The Procurement Practitioner informs all unsuccessful suppliers who competed in formal tenders that
they were unsuccessful only after the successful supplier/s and Eskom have accepted and signed the
awarded contract/s.

Unsuccessful suppliers are by law entitled to enquire as to the reasons why their tenders were
unsuccessful. The Procurement Practitioner involved in the procurement may on request inform
unsuccessful suppliers of any defects in their tenders, or where their tenders fell short of the other
tenders. The successful tender and the amount at which the contract was placed may be divulged. It is
very important, however, that no proprietary information that is confidential to one supplier (e.g.
proprietary processes or designs) is passed on to another supplier.

3.4.8.5 Loading of Contracts onto the Purchasing (SAP) System

All contracts/orders must be loaded onto the SAP system which facilitates the monetary and time-related
control of contracts and is used to monitor and effectively manage usage / draw-downs against
contracts. The Procurement Practitioner must ensure that all conditions (i.e. contract value, contract
terms, etc.) are loaded correctly and according to the original signed contract document, before the End-
User or any other authorised official can place orders against the contract. It is required of the
Procurement Manager to conduct spot checks to determine the correct loading of contracts/orders.

Draw-downs must be released by the Contract Manager, or a nominated authorised representative
thereof before it can be sent to the Supplier. A draw-down off an existing contract cannot be made
without a Contract Manager's approval.

When loading contracts on SAP, Procurement Practitioners must determine if the supplier is deemed an
"employee" for taxf Pay as you Earn" (PAYE) purposes, by virtue of being a dependent contractor,
personal service provider or a labour broker, based on the responses received from the questionnaires
submitted as tender returnables.

Special attention must be given to labour brokers that are natural persons where a valid IRP 30 tax
certificate is required. The Procurement Practitioner must specifically request this certificate when
loading the supplier's contract on SAP. If the supplier submits a valid IRP 30 certificate, PAYE will not be
deducted. If the supplier is deemed to be an "employee" for tax purposes then the Procurement
Practitioner must indicate that PAYE must be deducted. If the supplier is a Personal Service Provider,
Finance Shared Services must be informed to activate the tax indicator on the SAPFI system.
Completed copies of the PAYE Pack i.e. signed summary sheets and signed affidavits must be attached
on communication to Finance Shared Services.

If the supplier is a Labour Broker and the supplier does not have a valid IRP30 certificate, or a supplier is
a dependent contractor, HR Shared Services must be informed to upload the supplier on the SAPHR
payroll system. Completed copies of the PAYE Pack i.e. signed summary sheets and signed affidavits
must be attached on communication to HR Shared Services. Group Tax must be copied on all
communication to the Finance or HR Shared Services units.

Eskom must register its construction contracts i.e. those contracts with a value in excess of R200 000
(two hundred thousand Rand), including VAT, via SAP onto the CIDB website (Register of Projects),
thereby saving time and costs. Inter-divisional contracts do not need to be registered.

3.4.8.6 Receipt of Bonds and Guarantees

Upon the supplier providing the required form of security to the Eskom Agent in accordance with the
contract, a copy of this security must be retained on file by the Contract Manager. The original must be
sent to Eskom Treasury Department by the Procurement Practitioner for safe custody, together with the
approval form (found on the Eskom Treasury Department's web-page) signed off by Treasury Portfolio
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Assessment (TPA) Department. It is the responsibility of the Procurement Practitioner to either hand
over the original of the bond / guarantee in person, or to ensure that the original is safely sent to Eskom
Treasury Department by using an Eskom-appointed courier service. A pre-numbered safe custody
receipt will be issued to the Procurement Practitioner either in person or electronically, and must be
retained in order to retrieve the guarantee in future.

Upon TPA's advice that the guarantor and guarantee amount are acceptable, the guarantee will have to
be lodged with TPA in original form together with the Treasury Safe Custody Lodging Form ("the Form"),
to be completed by the Procurement Practitioner. Upon receipt of the Form and original guarantee, TPA
will acknowledge receipt of the documents by executing the Form and later issue a pre-numbered safe
custody receipt to the Procurement Practitioner. The receipt must be retained by the Procurement
Practitioner for future retrieval of the guarantee.

The documents will be lodged in the Treasury Safe Custody for safe-keeping and TPA will maintain a
register of the Guarantees. The Procurement Practitioner can request an updated register of Guarantees
from TPA as and when required.

3.4.8.7 Advanced Payments

If an advance payment is approved as a condition of contract, then Eskom must within a certain time
period as specified in the contract, make advance payments to the Supplier, based on the Supplier
having to issue an advance payment bond to Eskom in terms of the contract. The Supplier claims the
advance payment via an invoice to the Eskom Agent. The Procurement Practitioner must ensure that if
there is foreign currency within the advance payment, then forward cover must be taken out. The
Procurement Practitioner must follow the normal FOREX policies and procedures in this regard. The
bond will be kept in safe custody by the Eskom Treasury Department.

3.4.8.8 Maintaining an Audit Trail

The Procurement Practitioner opens a contract file for every PR that is executed via a formal or informal
tender. The Procurement Practitioner ensures that the following documents are filed and also that
electronic copies are filed in the Electronic Documentation Management System for audit purposes:

• The approved strategy (all transactions over R1m);

• Worksheets;

• All hard copies of tenders, or an indication of where such hard copies are stored and located;

• The signed and approved Commercial Transaction Approval Form, together with an extract of the
minutes where approved by a PTC;

• A copy of the system order /contract;

• The supplier's acknowledgement of the award of the order /contract;

• Modifications to the contract together with all DCFs;

• Notes on any telephonic discussions or minutes of any meetings affecting the tender and contract;

• A list of suppliers to whom the tender was issued;

• A list of suppliers that have responded to the tender;

• A list of suppliers who were non-responsive / disqualified;

• A list of tenders that were found to be technically, commercially, and/or financially unacceptable after
evaluation; and
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• The successful supplier.

Where the Procurement Practitioner is not the appointed Eskom Agent and/or Contract Manager, the
Procurement Practitioner must nevertheless keep the original contract file up to date. The Eskom Agent
or Contract Manager must keep a separate contract file containing all relevant documentation, including
concurrent notes or minutes of meetings affecting the contract, compensation events, non-conformance
reports and rectification records. The standard Checklist for the file of the Procurement Practitioner is
attached hereto as Annexure F.

Both these files must be available for scrutiny by internal and/or external auditors, by the Risk and
Governance Department within Group Technology and Commercial, or any other interested party within
Eskom and / or within the legislative framework (e.g. via the PAIA process or by a court order). These
files should be combined at contract termination or due to natural completion and / or after the expiry of
the defects notification period and retained for 5 (five) years after conclusion thereof, to ensure an audit
trail.

Copies of tenders from unsuccessful suppliers may be discarded / destroyed (normally via shredding)
after contract award. The original tenders are kept by the Tender Offices for a period of 5 years.

3.5 Other Approved Sourcing Processes

3.5.1 Negotiations - No Prior Tendering

The circumstances under which a Procurement Practitioner and End-User may make a recommendation
to negotiate without prior tendering are as follows:

• The use of the current supplier as a sole source only in cases when no other financially,
commercially or technically acceptable tenders were received in response to a previous valid
competitive tender and where the competitive tender was either sent to the open market or to a valid
list of three (3) or more capable and independent suppliers as verified in writing by the relevant
Commercial Senior Manager;

• Assets, goods or services can be supplied only by one particular supplier and no reasonable
alternative or substitute exists, for example for reasons connected with patents or copyright, or in the
absence of competition for technical reasons;

• A change of supplier would compel Eskom to obtain spare parts or additional assets, goods or
services that are not compatible or interchangeable with existing assets, goods or services that were
obtained from an original supplier or original equipment manufacturer (OEM);

• Eskom procures prototypes, goods or services that are developed, at Eskom's request, under
contract for research, experiment, study or original development, and Eskom obtains the rights to
the design. After the development contract has been fulfilled, further purchases (re-buys) are subject
to Eskom's normal procurement procedures, using the design so obtained;

• Eskom buys commodities on a commodity market; and

• Eskom has the opportunity to buy under exceptionally advantageous conditions that only arise in the
very short term. This provision covers unusual disposals by entities that are not normally suppliers,
and the disposal of assets of businesses in liquidation or receivership. It does not allow for routine
purchases from regular suppliers, and specifically excludes purchases of remaining stock after the
expiry of a Framework Agreement or from unsuccessful suppliers.
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i. Sole Source

Where, as a result of proven in-depth market analysis, only one supplier in the market has been
identified as being capable or available to supply the assets, goods or services in the existing
circumstances, it may then become necessary to deviate from competitive tendering and follow the sole
source process.

Alternatively, the SSJF can be used to identify a supplier as a general sole source for a specified
category of assets, goods or services to Eskom for a maximum period of 3 years. In this case the
approval for the appointment of the supplier as a general sole source supplier for the identified category
of supply /services needs to be obtained from the relevant PTC, as this is considered to be a "blanket"
approval with no specific value attached to the total number of orders / contracts to be placed with the
supplier over the specified 3 year period. Suppliers falling into this category are generally OEM's. Once
the "blanket" approval has been granted by the relevant PTC to categorise the supplier as a general sole
source for the category of supply /services, a SSJF will not be required for every order /contract placed
with the supplier within the validity period of the "blanket approval". A list of these suppliers with their
approved Sole Source Justification Forms, and corresponding validity periods, will be stored on the
Documentation Management System for accessibility to all Procurement Practitioners.

The management of sole suppliers is an important part of ensuring fairness, equitability, transparency,
competitiveness and cost-effectiveness.

It is unacceptable for an End-User to refuse to use alternatives to a preferred supplier/brand where there
is no valid technical or business case for such a decision.

Procurement Practitioners and End-Users are not permitted to negotiate without prior tendering in order
to avoid competition, to discriminate against certain suppliers or groups of suppliers, or to give
unwarranted protection to selected suppliers.

Sole Source Justification Forms will not be required in the case of negotiation with an Internal Supplier,
or where the request for mandated negotiations is with two suppliers, which precludes execution of a
competitive tender.

It is furthermore a material breach of this Procedure for any employee to engage in negotiations with a
supplier without an approved mandate to negotiate, or to participate in any negotiation on their own. The
same general rules for negotiations apply to negotiations as set out in 3.4.6.12 above.

There are a number of ways in which a supplier may be justified as a sole source:

a. True Sole Source (Monopoly)

Assets, goods or services can be supplied only by a particular supplier and no reasonable alternative or
substitute exist such as reasons connected with intellectual property rights (e.g. patents or copyrights),
or in the absence of competition.

Thorough market research must be done to ensure that a true monopoly exists both in the local, national
and international markets. In the longer term, Eskom should consider alternatives or try to encourage
development of competition.

b. Installed Base fOriginal Equipment Manufacturer (OEM)l

A change of supplier would compel Eskom to obtain spare parts or additional assets, goods or services
that are not compatible or interchangeable with existing assets, goods or services that were obtained
from an original supplier. Spares can only be bought from the OEM, unless risk analysis shows that the
use of parts from alternative manufacturers is feasible, and this has been confirmed in writing by the
applicable technical experts.

The implications of installed base should be factored into procurement decisions, based on the initial
TCO analysis which has been confirmed in writing by the applicable technical experts.
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c. Incompatible Material

Changing the source or type of materials, such as chemicals, lubricants or fuels, would necessitate the
complete exchange of material due to incompatibility of material from different sources.

The Procurement Practitioner together with the End-User / cross-functional team should conduct a
market analysis and apply a TCO model to establish whether the complete change of material, "flush-
out" and opportunity costs will be beneficial over time.

d. Established (On-site) Supplier

At times, additional works or services not forming part of the initial contract become necessary in order to
complete the plant, system or structure. If separating the additional works / services from the original
contract will be difficult for technical or economic reasons and/or the separation will cause significant
cost or time constraints to Eskom, a valid sole source motivation exists.

The Procurement Practitioner together with the End-User / cross-functional team must do a formal
cost/benefit analysis to establish whether it is more cost-effective to continue with the established
supplier, or whether to request competitive tenders/ proposals. This must form part of the motivation for
the use of the supplier as a sole source. If negotiation only with the established supplier is envisaged,
the negotiations must be based on a best estimate of the cost of the works / services excluding site
establishment costs and a properly motivated request for a mandate to negotiate must be presented to
the Delegated Approval Authority.

The following steps must be followed when a sole source supplier is identified:

• The cross-functional team led by the Procurement Practitioner, developing the commercial strategy
arrives at the conclusion /deduction that a sole source supplier situation exists.

• The strategy indicating a sole source supplier situation must be compiled on the Commercial
Strategy Approval template and approved by the line manager of the Procurement Practitioner or
the relevant Delegated Approval Authority, based on the strategy delegations set out in 3.1.7 herein.

• Where the sole source is an Original Equipment Manufacturer (OEM) or a sole distributor of the
OEM, who provides spare parts to Eskom, the cross-functional team must determine whether to
proceed directly to negotiations or whether to follow an enquiry process. It is not permissible to
request a quotation /proposal from a sole source supplier without first presenting the mandate
request to the Delegated Approval Authority, as Eskom employees (including Procurement
Practitioners) are not permitted to engage with suppliers in negotiations without a formal mandate
from a Delegated Approval Authority.

• After approval of the commercial strategy, the Procurement Practitioner, together with the cross-
functional team, must complete a Commercial Transaction Approval Form requesting a mandate to
negotiate from the Delegated Approval Authority. The approval of the commercial strategy and the
request for a mandate to negotiate may be handled together by the Delegated Approval Authority.

• A formal supporting motivation for use of the supplier as a sole source must be provided by the End-
User and approved by his/her designated E-band Manager, who is responsible for the technical and
operational integrity of the assets, goods or services required. This motivation is set out within a
Sole Source Justification Form which must be duly signed and validated by all required signatories
and which must accompany the Commercial Transaction Approval Form for approval by the
Delegated Approval Authority.

• Prior research into the prices needs to be conducted by the cross-functional team in order to
determine a real and aspiration base for negotiations on price, and any other parameters which may
become a negotiation objective, forming part of the mandate request.
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• The Procurement Practitioner and End-User, together with any other members of the cross-
functional team present the Commercial Transaction Approval Form, together with the signed Sole
Source Justification Form to the relevant Delegated Approval Authority for approval.

• Once the mandate is approved, the Procurement Practitioner either proceeds directly with
negotiations or prepares a Request for a Quotation / Proposal, based on the approved mandate,
and in consultation with the cross-functional team, and then issues the enquiry to the sole supplier
for a quote/proposal. The offer /quotation is requested and submitted in the same way as for an
informal tender up to R5m, and processed in the same way as a formal tender if greater than R5m.
The cross-functional team then develops and plans their strategy for negotiation based on the
Supplier's proposal / quotation.

• In order to proceed with negotiations, the Procurement Practitioner arranges a venue, invites the
relevant supplier and the negotiation team as per the approved mandate, formulates an agenda and
ensures that minutes of the negotiations are recorded in writing.

• The lead negotiator, as assigned by the Delegated Approval Authority granting the mandate, will
lead the negotiations and ensure that all mandated parameters are discussed and agreed upon.
After each session of negotiations, the supplier and Eskom sign off the recorded minutes, as proof
of what has been agreed to and what remains outstanding for resolution.

• The Group Commercial Finance Department (within Group Commercial Business Enablement) or a
site-based Finance Business Partner representative must form part of the negotiation team for the
evaluation of any prices offered for contracts less than R300m. Should the offered price comprise
foreign currency of more than USD 1 million, or the equivalent thereof, then BEAST from FPS must
form part of the negotiation team to render advice and validate that the negotiated price is financially
acceptable.

• Should negotiations not transpire as per the negotiation strategy or where negotiations result in
failing to achieve the required mandate, the lead negotiator must seek advice from the assigned
negotiation controller who must advise and direct the negotiation team toward resolution of the
issues or toward an alternative negotiation strategy.

• If the outcome of the negotiations is within the ambit of the approved mandate parameters, the
Procurement Practitioner submits feedback of negotiations against the relevant section of the
Commercial Transaction Approval Form to the Delegated Approval Authority outlining the results of
the negotiations against the mandate parameters.

• If the outcome of negotiations is outside the mandated parameters, the Procurement Practitioner, in
consultation with the negotiation team /cross-functional team may request an approval of a
negotiated outcome, a revised mandate or may request cancellation of the transaction from the
Delegated Approval Authority.

• Where the Delegated Approval Authority grants approval to proceed with contract finalisation, the
Procurement Practitioner in consultation with the cross-functional team prepares the contract
documents and arranges for the signing thereof.

• The Procurement Practitioner ensures that all relevant documents are filed for audit purposes.

ii. Competitive Negotiations - Two Suppliers (No Prior Tendering)

In certain situations, where thorough market research establishes that there are only two capable and
independent suppliers available to supply the assets, goods or services, thereby precluding use of a
competitive tender (where a minimum of three independent suppliers are required) it is permissible to
request a mandate to negotiate with both suppliers, without prior tendering.
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The enquiry and negotiation process is the same as that for a sole source supplier, without the need for
a Sole Source Justification Form. However, all offers / quotations greater than R5 million must be
formally received by the relevant Tender Office.

iii. Negotiations - 6 month rule

It is permissible to enter into negotiations with a supplier, without a receipt of a mandate to negotiate,
where a previous (once-off/stand-alone) purchase order was placed with such a supplier, provided that
the purchase order was placed with such a supplier within the last six (6) months. Another purchase
order may be placed on this basis, subject to:

• The previous purchase order being based on a formal or informal competitive tender;

• There is evidence of the market being properly tested;

• The supplier has agreed to supply the assets, goods or services at a price less than or equal to that
of the previous order; and

• The placement of the new order must be authorised by a Delegated Approval Authority.

This mechanism applies only to stand-alone/once-off purchase orders, and does not apply to contracts.

One cannot rely on the use of the 6 month rule more than twice after placement of the original purchase
orders.

3.5.2 Emergency Procurement / Disposals

Emergency procurement must be differentiated from an "urgent" requirement which may be deemed
foreseeable and not necessarily immediate in need, as opposed to an imminent / immediate and
unforeseeable requirement without which, an emergency, as defined below, will arise.

Requirements for foreseeable "urgent" procurement where any of the below-mentioned threats / risks to
Eskom will only materialise after a period of time and therefore cannot be considered immediate, must
still be administered via a PR in the SAP system, using the normal procurement methods and sourcing
mechanisms. Urgent requirements may be approved via "special meetings", round-robin approvals, or
within systems of general or EXCO dual/triple adjudication, and should be immediately prioritised by the
relevant Procurement Manager, and the Delegated Approval Authority.

When emergencies arise and there is no procurement function immediately available, i.e. after working
hours or at a remote location, or when a procurement function is available, but there is limited time to
initiate a normal procurement process via one of the acceptable procurement methods or sourcing
mechanisms, the emergency procurement procedure may be used to resolve the emergency through the
procurement of the required assets, goods or services.

An emergency is a situation that may imminently / immediately (i.e. within 24 hours) give rise to the
following threats / risks to Eskom which cannot be readily alleviated through any other means or interim
measures, unless the relevant assets, goods, services are procured:

• Threats to human life or safety;

• Threats of interruptions in the supply of electricity to customers or load loss;

• Threats of substantial ecological damage;

• The threat of major consequential expense to Eskom; or

• The threat of serious damage to Eskom's reputation and good name.

The emergency process is executed as follows:
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i. Where an emergency arises, the End-User contacts the most senior available Eskom official
(minimum E-Band level) responsible for the site and notifies him / her of the emergency situation.
("Available" means present on site or available by telephone, cellular phone or other means);

ii. The senior official decides on the action needed to prevent the threat from materialising, and if
procurement is required, he/she authorises the required procurement, without any further
authorisation from a Delegated Approval Authority;

iii. The End-User contacts the applicable supplier to deliver the assets, goods or services;

iv. The End-User, together with the senior Eskom official authorising the emergency procurement is
required to formally request a ratification of the emergency procurement on a Commercial
Transaction Approval Form (together with the invoice for payment), for approval by a Delegated
Approval Authority which must be a PTC;

v. Only once ratification for the emergency procurement has been received by the End-User (and
confirmed via recorded minutes of the PTC) then only can a PR be created by the End-User and
routed to an assigned Procurement Practitioner to create a purchase order, thereby enabling
payment of the invoice;

vi. To the extent that the PTC determines that the procurement was not warranted by an emergency as
defined in this Procedure, condonation must be sought for the procurement, as per the process for
condonation set out in this Procedure.

The same principles and procedures applicable to emergency procurement will also be applied to
emergency disposals.

Where an emergency is declared in terms Eskom Interconnected Power System Emergency Response
Procedure (32-224), and an emergency response committee is required to formulate a strategy for the
resolution of the emergency situation in an integrated manner, including the establishment of medium
term and longer term plans, which do not meet the immediacy / imminence for a general emergency
situation as defined above, the procurement process to support the implementation of a recovery
strategy must be authorised by the EXCOPS, or alternatively, by the relevant EXCO dual or triple
adjudication authority. Subsequent ratification by the Board Tender Committee will follow if required as
per the provisions of the Board Delegation of Authority.

3.6 Contract Management

The appointed Contract Manager, if not the Procurement Practitioner, is generally the appointed Eskom
Agent in terms of the contract, or a person assigned to manage the contract by the appointed Eskom
Agent. The Contract Manager must be trained, as a minimum, on the PCM's for Contract Management,
the NEC and /or FIDIC suite of contracts (depending on the type of contracts being managed), SAP and
Eskom Treasury policies and procedures.

A Contract Manager's primary role is to be the first and single point of contact between Eskom and the
Supplier during the execution / delivery phase of the contract. The Contract Manager manages the
contract such that risks to Eskom are minimised and that the contract is executed in a legally sound and
safe manner within time, cost and quality requirements.

3.6.1 Shipping

If assets or goods are being transported by ship, then the relevant marine shipping procedures must be
adhered to for purposes of insurance. Requests for shipping services must be accompanied by a
shipping declaration form. The Contract Manager must notify Eskom Insurance Management Services
(ElMS) of the shipment at least four (4) weeks in advance so that a marine survey can be conducted and
all potential risks are identified and covered.
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The Group Commercial Shipping Department will be responsible for the expediting of shipments
between the Contract Manager and the supplier in accordance with agreed delivery dates. Any changes
to delivery dates both at FOB (Free-on-Board) level and during shipment will be communicated by the
Shipping Department to the Contract Manager in order for the applicable forward cover to be extended to
reflect the new delivery and payment dates. Notwithstanding this, it must be noted that the responsibility
for taking out and extending the forward cover remains with the Contract Manager that is responsible for
managing delivery of the required imported assets or goods in terms of the contract.

3.6.2 Tax Implications & SARS Deferment Accounts

The Tax department within Group Finance must be involved where materials such as steel, will form part
of the transaction and where importation taxes are applicable as per the Customs and Excise Duties Act.

Eskom has Customs Duty and Import Value Added Tax ("Import VAT') Deferment Accounts with the
South African Revenue Service (SARS) Ports of Entry/ Customs Offices. Through this account, Eskom
has permission to defer the payment of Customs Duty and Import VAT at the time of importation for a
minimum of 7 (seven) days and maximum of 37 (thirty seven) days without incurring interest charges.

The process on how Deferment Accounts should be used for the payment of Customs Duty and Import
VAT on all imported Eskom consignments, inclusive of turnkey projects, for all modes of transportation
must be obtained from the Shipping Department. Eskom should be reflected as the importer of record on
all shipping documents.

The relevant Finance Department processes payment to SARS on behalf of all BUs and passes journal
entries to recover customs duty paid from the relevant BU cost centre.

Contract Managers must liaise with the Shipping Department to ensure full utilisation of Deferment
Accounts and that a proper process is followed in accordance with Practice Note 02 of 2009 - Deferment
Accounts and Managing Tax Compliance Procedure Manual. Further, it is important to note that all
clearing and forwarding agents (CFAs), including those authorised to make clearances using Eskom's
Deferment Accounts, must be specifically authorised by the Shipping Department to transact on the
Eskom Deferment Accounts. This process applies to both turnkey and non-turnkey shipping.

Failure to adhere to the prescribed requirements will result in closure of the Deferment Accounts which
will negatively impact Eskom's cash flow management and reputation.

In the case of contracts involving labour broking, contracts with service-providers or consultants, PAYE
may be deducted from the suppliers. Specialist advice must be obtained from Eskom's Tax Department
in this regard.

3.6.3 Importations and Foreign Exchange

It is mandatory for all Procurement Practitioners and Contract Managers applying the Eskom Treasury
Department's foreign exchange or commodity exposure control policies and procedures to successfully
complete the necessary training offered by the Eskom Treasury Department in this regard. Procurement
Practitioners and Contract Managers are not permitted to handle transactions containing foreign
exchange and / or commodity exposures on behalf of Eskom without the successful completion of such
training.

All procurement involving foreign exchange and / or commodity exposures must be in strict accordance
with the latest revision of Eskom Treasury Department's Foreign Exchange and Commodity Exposures
Policy (32-1095) and its Foreign Exchange and Commodity Procedure for Importation and Exportation of
Goods and Services (32-1096).

All foreign currency exposures exceeding R150 000 (one hundred and fifty thousand Rand) at the time
the exposure originates, must be hedged by establishing an internal hedge contract with Eskom
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Treasury Department. Notwithstanding this, the costs of shipping and any duties associated therewith
must be quoted for and paid in Rand only.

In the case of framework agreements where foreign currencies are involved, the Contract Manager must
apply upfront to the Eskom Treasury Department for forward cover in order to hedge against foreign
exchange risks once the Contract Manager receives the signed-off commitment from all business units
requiring the assets, goods or services.

A nominated functionary will liaise with the various foreign exchange co-ordinators to receive INTCOV
reports which contain the national contract / enabling agreements and must, in consultation with the
appointed Contract Manager and End-Users put in place an appropriate reporting mechanism for the
rolling over of the forward cover or cancellation thereof.

The management of foreign exchange and commodity exposures on contracts remains the responsibility
of the appointed Contract Manager for the duration of the contract.

Where a supplier fails to submit an invoice within 1 (one) month of receipt of the goods, the Contract
Manager must arrange with the Eskom Treasury Department for the cancellation of the forward cover
and payment to the supplier at the selling spot rate of exchange obtained from Eskom's Treasury
Department on the date of cancellation.

It must be noted that the cancellation of forward cover at any rate other than the spot rate on the date of
cancellation of forward cover will be deemed by Eskom Treasury Department to be fruitless and wasteful
expenditure, and will be reported as such by Eskom Treasury Department in accordance with the PFMA.

Payment will only be made directly to the supplier with whom Eskom has contracted or to the party
nominated in terms of the contract.

3.6.4 Managing Bonds and Guarantees

In managing the bonds or guarantees, the Contract Manager must liaise with Eskom Treasury
Department who ensures the safe-keeping of the original bonds / guarantees as well as maintains a
register of these bonds / guarantees for each contract.

The calling of a bond / guarantee must be used as a remedy of last resort in order to secure
performance against a contract. However, where it becomes necessary for Eskom to call a bond/
guarantee, the Contract Manager must first seek advice from the relevant Senior Manager: Commercial
in consultation with the Eskom Legal Department in order to assess the risks on the contract should the
bond / guarantee be called. Once a decision has been taken to call a bond / guarantee, Eskom Treasury
Department will only make the original bond / guarantee available to the Contract Manager upon receipt
of written notification from the Contract Manager counter-signed by the relevant GM: Commercial, or DE:
Primary Energy Division, together with the safe custody receipt originally issued by Eskom Treasury
Department. Should the value of the bond / guarantee exceed R1 billion (one billion Rand), such written
notification must also be counter-signed by the Group Executive: Technology and Commercial.

In order for Eskom Treasury Department to release the original bond / guarantee upon expiry of the
bond/guarantee and/or when the contract has been duly performed, written notification signed-off by the
Contract Manager confirming that the contract has been duly performed by the supplier and that Eskom
is obliged to release the bond / guarantee in terms of the contract, must be sent to Treasury Safe
Custody. The Contract Manager returns the original bond /guarantee to the supplier.

3.6.5 Managing Delivery

Except where it is at Eskom's request, early delivery against an order is not acceptable unless terms of
payment are re-negotiated to suit Eskom's cash flow requirements. Late delivery must be managed in
accordance with the conditions of contract. The procurement system must be updated accordingly.
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Where Eskom needs to roll forward cover due to late delivery not requested by Eskom, the cost will be
for the supplier's account and the supplier must be notified thereof.

In the event that a supplier delivers assets, goods or services that are incomplete, of a lower quality, or
quantity than agreed to, a non-conformance report must be raised, and the necessary steps taken to
remedy the quality or quantity. The defect must be remedied in terms of the contract.

When goods are returned for credit, the necessary transaction must be made in the procurement
system to ensure that credits are received. Even when goods are returned as unacceptable on delivery,
the necessary transactions must be made on the procurement system. A non-conformance report must
be raised in every case. Endorsing only the supplier's delivery note is not acceptable.

3.6.6 Management of Task Orders

In the case of panel contracts, a Task Order Committee may be appointed by the Delegated Approval
Authority to oversee and approve the issuing of task orders. Such committees must ensure that
suppliers/consultants are utilised on an equitable basis and that no one supplier/consultant is given any
undue preference. Approval must first be given by the committee before the Contract Manager may
proceed with the issuing of a Task Order.

Where a Task Order Committee has not been appointed by the Delegated Approval Authority, the
Contract Manager responsible for the awarding of task orders must ensure that the awarding of task
orders is done in a manner which is fair, equitable, competitive, transparent, and cost-effective.

The issuing of task orders on the eve of expiry of a contract will not be allowed unless the contract is
appropriately modified with the time and money required to complete the task orders. It is the
responsibility of the Contract Manager to request the necessary contingency time to close-out the
contract, and/or to arrange timely modifications to contracts prior to expiry, where the issuing of task
orders are anticipated on the eve of expiry of the contract. Task orders still being executed beyond
contract expiry automatically increases the authorised and delegated duration of a contract, which is a
deviation from Delegation of Authority and internal governance principles for which condonation must be
sought, and may further expose Eskom to legal risks in the event of disputes regarding contract
execution.

3.6.7 Modifications to the Contract

In the Commercial Transaction Approval Form submitted to the Delegated Approval Authority, the total
value and time approved (total approval value) may comprise the contract value and contract duration,
and may further include contingency value and time, and in other cases provisional sums and travel and
subsistence. The request for contingency funds and / or time, as well as provisional sums must be
motivated with reasoning based on a risk assessment of the transaction. It is not necessary to request
contingency funds and / or time for contracts that are of very low risk, and / or are unlikely to result in
claims / compensation events / variation orders (e.g. short term contracts for supply and delivery of
goods).

The contract value and time is used to execute the contract according to the approved scope of work or
the description of the assets, goods or services according to the contract/order.

The contingency funds and/ or time is approved to allow the Eskom Agent to manage compensation
events/variation orders as per the NEC/FIDIC contracts without requesting approval of further funds /
time associated with such claims, from the Delegated Approval Authority. This specific delegation to
manage contractual claims is granted to the Eskom Agent, on a Delegation Consent Form (DCF) and
must be approved by the relevant Delegated Approval Authority. The DCF thus gives the Eskom Agent
the authority to duly assess, manage and authorise claims relating to time and money in the contract,
which may arise out of unforeseen or unplanned circumstances, and which may result in amendments to
the approved scope /specifications.
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The Eskom Agent may utilise the money and time up to the limit of the contingency value and time
approved by the Delegated Approval Authority.

For contracts exceeding R5m, where the total of the contract amount and/or the contingency amount is
increased by more than 20% of the original approved values respectively or cumulatively, then it must be
motivated in writing by the relevant End-User Senior Manager in consultation with the relevant Senior
Commercial Manager as to why a new contract cannot be considered based on a new commercial
process, if market and / or contract related prices have been quoted for the modification and if the
solution to modify the scope is the most optimal way to proceed with the contract. A Procurement
Practitioner may only proceed with processing the modification for approval by a Delegated Approval
Authority (exceeding 20% of original approval value) on the written consent of the relevant Senior
Commercial Manager.

A modification to the contract may apply in the following circumstances:

• Increase in the approved contract value or contract duration due to the contract being required for
longer periods than originally required, which will also have a corresponding effect on contract value;

• Material / significant changes to the conditions of contract which may result in an increase/decrease
in the contract value or duration, and thereby changes the risk position of Eskom or the supplier. An
example is if the supplier requests to change retention (cash) for a retention bond;

• Changes to the contracting parties, such as name changes or changes of legal persona of suppliers
in the case of a merger or acquisition by another legal entity, or cession / delegation to another legal
entity;

• Changes to specification, design, or scope which were unforeseeable at the time of tender and
contract award;

• Increase in the quantities of assets, goods or services already contained within the scope of the
contract, but where the quantities thereof could not be correctly estimated or envisaged at the time
of the tender or at the time of contract award; or

• Changes in the country of origin / manufacture of assets or goods which affect the foreign currencies
in the contract, including changes in the currencies of the contract.

The Contract Manager must request a modification via the relevant procurement department when there
is still sufficient time to obtain approval for the modification, which must be before expiry of the contract.
Once a contract expires, it cannot be modified, and a new contract must be put in place through a new
sourcing process, if need be.

A compensation event is one of the conditions of contract described in the NEC contract (core clause
60.1) and a variation order is the process in terms of clause 13.1 of the FIDIC to manage any change to
the Works Information or the Employer's Requirements/Specifications respectively, which is instructed or
approved as a variation.

For purposes of this Procedure, a scope change is deemed to be where new or additional assets, goods
or services that were not envisaged at the time of tender or original contract award are now required, but
which does not warrant a new contract, where, for example, the supplier is currently operating on the
site and the assets, goods or services are needed urgently, and is related to the specific contract. If it is
not possible to derive the rates for the new / additional scope from the current contract or any previous
contract for the assets, goods or services, then it may be required to request for a mandate to negotiate
in order to agree on new rates/prices.

It must be noted that there is a difference between Eskom's internal governance process to authorise a
modification, and the contractual process to effect a change to the Works Information or Employer's
Requirements/Specification, terms and conditions of contract. Eskom's internal governance process
must first be followed via a formal modification process before changes to the Works Information or

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-200



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 1 5 1Unique Identifier:
Revision:
Page:

32-1034
2
98 of 156

Employers Requirements/Specification, including quantities and / or design can be given effect to as
compensation events or variation orders.

The process to follow in the case of a modification or increase in contingency value and time is as
follows:

i. During the execution phase of the contract, the Contract Manager monitors and controls the values
spent and time used in accordance with the approvals given by the Delegated Approval Authority.
Once the Contract Manager realises that the contract value and time and/or contingency value and
time is near depletion and more contract value and time is required or where there is a
compensation event/variation order that will deplete the allocated contingency value and/or time,
he/she approaches the Procurement Practitioner with a request for a modification to the contract.

ii. The Procurement Practitioner together with the Contract Manager and if required, the cross-
functional team, completes the Commercial Transaction Approval Form, clearly stipulating the
reasons for the modification and/or the increase to the contingency time and value. The Commercial
Transaction Approval Form must state the previous, if any, modification or contingency values or
times approved. Motivation must also be provided as to why the contract needs to be modified as
opposed to testing the market and concluding a new contract with possibly a different / new supplier.
The Contract Manager in consultation with the Procurement Practitioner and SD&L must further
ensure that all SD&L targets / commitments are accordingly adjusted in order to benefit from
increases in the contract value.

iii. The Procurement Practitioner arranges for the Commercial Transaction Approval Form to be placed
on the agenda of a PTC or may present the transaction to the relevant dual or triple adjudicator for
approval (subject to the 20% cap for modifications within dual and triple adjudication), depending on
the total approval value and time. Requests must be addressed to the Delegated Approval Authority
that approved the original contract. Where the revised best estimate of expenditure (contract value
plus cumulative contingency value as stated in the DCF) and/or total time exceeds the delegation of
authority of the original Delegated Approval Authority, the request must be submitted to the next
higher level of Delegated Approval Authority for approval.

iv. Once approval has been obtained from the relevant Delegated Approval Authority, then in the case
of a modification to the contract, the Procurement Practitioner together with an assigned
representative from the Eskom Legal Department compiles the amendment to the contract. In the
case of increases to the contingency value and time, no change needs to be made to the contract,
but the electronic purchasing system (SAP) needs to be updated.

v. The Procurement Practitioner arranges for the authorised supplier's representative and authorised
Eskom representative to sign the amendment/modification to the contract and submit a copy of the
amendment to the supplier and the Contract Manager.

vi. The Procurement Practitioner updates the electronic purchasing system (SAP) with the amended
contract values and / or time, and / or the amended contingency value and time and files the original
amendment with the rest of the contract documents for audit purposes.

vii. The Eskom Agent named in the DCF has to report all compensation events / variation orders
approved by him/her in line with the contract to the Supervising Authority named in the DCF.

3.6.8 Invoicing and Payment

All invoice approvals and payments must be executed in accordance with the latest revision of Eskom's
Accounts Payable Procedure. The Procurement Practitioner usually does not get involved in the
handling of invoices or any payment other than where the Procurement Manager is assigned to be the
Contract Manager. All payment certificates must be issued and certified by the Contract Manager.
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All invoices must be submitted by the supplier at the address mentioned in the order/contract for invoice
submission.

3.6.9 Contract Termination

A contract may be terminated for many reasons, including a breach of contract, a legal dispute, supplier
reconsideration, change of a supplier, etc. A contract may only be terminated strictly in accordance with
the termination clauses and reasons for termination as contained in the contract.

Before a contract is terminated, all risks need to be assessed in terms of the supply of the assets, goods
or services, including legal risks, operational risks and financial risks. The Eskom Legal Department
must get involved to determine the risk to Eskom in terminating the contract, and how Eskom's legal risk
position will change, as a result of giving effect to a termination. The termination process and associated
conditions thereof are described in the contract conditions (NEC and FIDIC). The payment to be settled
between the parties differs depending on whether Eskom terminates the contract, or the supplier
terminates the contract. It is of utmost importance that Eskom Treasury Department is informed of any
terminations in cases where there is FOREX involved with forward cover taken out. The contract file
must be updated with all correspondence between Eskom and the Supplier for audit purposes and/or in
the event of legal issues.

3.6.10 Document Retention

All original commercial documentation is to be retained as per the Eskom Procedure "Periods for
Retention of Accounting and Other Records 32-202". If no time period for retention is mentioned, a
minimum retention period of 5 years after the contract has been completed, will apply. Hard copy
documents classified as "confidential", "secret" and "top secret" that are beyond their retention period
must be shredded and electronic copies permanently deleted. "Public domain' hard copy documents
must be disposed of for recycling and electronic copies shall be deleted. The Procurement Practitioner
must arrange for archiving of all the original contract documents at an off-site facility once the contract
has been completed.

3.7 Special Categories of Procurement

3.7.1 Consultants

The process for procuring consultants is essentially the same process as for the procurement of assets,
goods or services. However, the following specific considerations must be included as part of the
procurement strategy, recommendation and approval, in order for Eskom to:

• Reduce the overall costs of consulting services, without compromising the quality of consultant's
service, where needed;

• Commit to a skills transfer plan in order to prevent an on-going dependence on external consultants;

• Reduce Eskom's reliance on consultants, in order to achieve economy and efficiency;

• Achieve transparency in the process for selection and appointment of consultants; and

• Guarantee that all deliverables received from consultants will be measured against an SLA and will
result in tangible improvements within the Eskom environment.

The services of a consultant goes beyond that of a general service provider of non-core services, and is
generally required on specific technical and strategic issues that are core to Eskom's approved strategic
direction (as set out in the shareholder's compact), or where the services of an independent registered
professional are required (e.g. attorneys, auditors, engineers, etc. ). The use of a consultant must be
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supported by documentary evidence of an approved business case, and an approved budget. A
consultant may not be contracted via the commercial (procurement) process in order to bypass the HR
recruitment process, where the resource / skill is required in the medium to long-term (more than 12
months), in which case, the HR process must be followed in order to secure the resource / skill.

A dedicated centralised commodity team managed by a Category Manager operates as part of the
Commodity Sourcing department within Group Technology and Commercial in order to manage the
procurement of consultants across Eskom.

Consulting services may not be procured without the express written consent of the Group / Divisional
Executive of the procuring Group / Division and the Internal Consulting Department (Group Finance),
who must be satisfied that there are no suitable resources within Eskom who have the capability and
capacity to carry out the required work. Should the cumulative value of the consultant's engagement
exceed R5 million, the further written approval of the Group Executive: Technology and Commercial, and
the Finance Director are required.

The approval to award a contract to a strategic / management / professional consultant can only be
obtained by a delegated PTC, irrespective of the value of the procurement.

When employing the services of a consultant, the Procurement Practitioner should further ensure that
the consultant has a confidentiality clause in his/her contract and signs a Non-Disclosure Agreement as
part of the contract.

A formal "Declaration of Other Work" and a formal signed declaration of interests must be submitted by
the consultant at the time of competitive tendering / mandated negotiations and before contracting, to
ensure that there are no conflict of interests.

Where it is foreseen that the particular consulting services will be followed by further assignments,
phases or related services, such as an implementation phase, the relevant Procurement Practitioner and
PTC involved in appointing the consultant/s must apply their minds to the following issues:

• Would it be in Eskom's best interests to permit the appointed consultant to tender on related
projects, such as an implementation phase, following on the initial consultation regarding scoping;

• How should Eskom formulate the contract to avoid limiting Eskom's options for related projects /
services and to avoid giving unfair advantage to the consultant in tendering for related projects /
services following on the initial consultation.

Where it is not the intent to permit the consultant to participate in future phases of a project or related
supply / services, then such limitations must be notified to the consultant upfront via the conditions of
tender and contract, when initially contracting with the consultant. Such provisions must seek to prohibit
the consultant and its related parties from participating in future phases or related procurement.

Where the consultant that provided the original consultation is permitted to tender for subsequent
consultation or services then the Procurement Practitioner must obtain the approval of the PTC that
approved the initial contract (for the initial consultation) or the appropriate higher PTC. The members of
the PTC must again apply their minds to ensure that the procurement process for future phases will
remain fair, equitable, cost-effective, competitive and transparent, and in Eskom's best interests.
However, it must be noted that where a consultant has been specifically appointed (either directly or
indirectly) to design a particular scope of work for Eskom, such a consultant is not permitted to
participate in at least the first tender for the supply of the designed assets, goods or services concerned,
unless a specific strategy supporting the appointment of the supplier for the supply phase has been
approved by the relevant Delegated Approval Authority within an approved strategy.

The Procurement Practitioners responsible for the strategic procurement of consultants within Group
Technology and Commercial must liaise with a nominated SD&L functionary and HR in order to establish
skills development programmes, and monitor skills transfer as a contractual obligation.
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3.7.2 Nuclear Sourcing

Nuclear sourcing is applied when procuring assets, goods or services relating to the generation of
electricity through the use of nuclear technology, where specific regulatory requirements are applicable
due to their importance to nuclear safety.

In addition to complying with all the requirements for procurement / disposals in accordance with the
Approved Procurement Framework, the specific requirements stipulated in the following Koeberg
Operating Unit documents must also be taken into account within each step of the procurement /
disposal:

• 238-8 (Nuclear Safety and Quality Manual);

• 238-10 (Quality Assurance and Control Manual);

• 238-028 (Safety Culture Programme);

• 238-101 (Supplier Safety and Quality Management Requirements);

• 238-102 (Supplier Quality Management Requirements);

• 238-104 (Supplier Management System and Product Information); and

• 238-105 (Supplier Qualification and Audit Manual).

Representatives from the applicable Quality Department must be consulted at every stage of the
procurement to ensure compliance to the aforementioned documented requirements. The input from the
Quality functionaries with respect to the determination of quality requirements for the identified
procurement / disposal is further required for supplier pre-qualification, determination of evaluation
criteria, evaluation scoring, review and approval of submissions / reports to Delegated Approval
Authorities, evaluation of supplier performance and the verification of received assets, goods or services.

3.7.3 Land and Rights

The securing of real rights relating to land for the purposes of Eskom's infrastructure development and
operational requirements, is a specialized category of procurement, not always subject to the same
competitive sourcing mechanisms and principles applicable to the procurement of moveable assets,
goods or services, due to the intangible nature of real rights. These rights are generally secured via
direct negotiations with land-owners who are not classified as Suppliers as defined in this Procedure.
Notwithstanding this, the approval of land and rights transactions is subject to the specific Delegations of
Authority as set out in Appendix A hereto. Further guidelines and standard practices regarding the
handling of land and rights transactions will be contained in the Eskom Land and Rights Consideration
and Compensation Standard (32-844).

3.7.4 Eskom Treasury Activities (Borrowings, Issues of Bonds, Investment of Surplus Funds,
Market Making, Hedging, and Related Treasury Activities)

Contracts entered into by the Eskom Treasury Department regarding Treasury activities relating to
borrowings, issue of bonds, investment of surplus funds, market making, hedging, and related treasury
activities, (such as the appointment of financial institutions or professional services required for the
purposes of executing the borrowing programme, issuing of bonds, reviewing of methodologies and
testing of models related to hedging transactions and other Treasury related activities), as set out in
Section 7 of Annex A: Delegation of Authority Part II: Delegation, of the Eskom Delegation of Authority
Policy (240-62072907) are specifically excluded from the ambit of the procurement delegations of
authority and this Procedure (32-1034). Notwithstanding this, any requirements by Eskom Treasury
Department for use of management or professional consultants rendering general financial advisory
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services will become subject to procurement delegations of authority and all the requirements for
procurement in terms of this Procedure.

3.7.5 Purchase of Electricity (Independent Power Procedure (IPPs) and Cross-Border
Transactions)

3.7.5.1 Power Purchase Agreements (PPA) with local IPP'S:

When purchasing electricity via PPA's with IPPS, either Eskom's procurement process will be followed,
or the DOE will follow its own procurement process (as per section 34 Ministerial Determination). This
decision will be made in consultation with the Eskom Shareholder, being DPE. In both cases ICAS and
IFC investment approval needs to be obtained within Eskom. When following Eskom's procurement
process, the normal PTC approval will be obtained, as per Delegation of Authority Part II: Delegation, of
the Eskom Delegation of Authority Policy (240-62072907) relating to Procurement. Eskom will be a
party (the authorised buyer) to the PPA with the IPP.

3.7.5.2 Cross-Border Agreements

Cross-border agreements will be handled on a case by case basis, following a procurement process as
agreed with the different cross-border stakeholders and the local South African shareholder involved in
the PPA. IFC and approval by the Eskom Shareholder (DPE) must be obtained for PPAs as Eskom will
be a legal party to the PPA, as per the Delegation of Authority Part II: Delegation, of the Eskom
Delegation of Authority Policy (240-62072907) relating to Electricity Sales and Purchases. Eskom may
act in different capacities, either as 'off-taker" or as a partner with the relevant SADC authorities with
regard to Wheeling Agreements and / or Connection and Use of System Agreements. In these cases, no
PTC approval needs to be obtained in order to enter into such agreements.

3.7.6 Strip and Quote Transactions

With regards to 'strip and quote' transactions, where a quote can only be given for a repair once the
equipment is stripped and the damage assessed. Panel contracts may be established for common
elements of repair work where possible. Specific standard activities / tasks may be agreed to with the
Suppliers, on a rate basis. Suppliers having the capability to execute these types of contracts may be
approached to participate on the panel based on a pre-qualification enquiry or a tender which may be
used as a basis for putting rate based contracts in place. A call-out rate per hour per category of repair /
resource may be used as a basis for the contract. Once the panel contract is established, task orders
may be issued when repairs are required. In this case it is not possible to send a RFQ to all members of
the panel. A rotation process whereby every member is given a chance to quote is used. Only one
supplier is approached with a request to strip and quote for any given repair required. These panels may
have to distinguish between repairs which have to be done be an OEM, vs. repairs for non-proprietary
items and equipment.

The same principles for setting up and managing panels and panel contracts as set out in 3.2.10.3
herein will be applicable.

3.7.7 Use of Cheque Requisition (Payment for Assets, Goods or Services without Execution of
Informal / Formal Sourcing Mechanisms)

Cheque requisitions relating to the procurement of assets, goods and/or services on behalf of Eskom
may be used as a direct payment mechanism (without the execution of a sourcing mechanism) only
within the parameters of Group Technology and Commercial, and Accounts Payable policies and
procedures, Divisional and individual delegations of authority, and subject to operational policies and
procedures governing the category of supply of the said assets, goods and/or services.
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The use of cheque requisitions is permissible only with regards to the following specific categories of
assets, goods or services:

Entertainment for authorised Eskom events (Meals, Sporting Events, Theatre, Comedy, and the like,
subject to the written consent of the relevant Group / Divisional Executive);

• Venue Bookings for authorised Eskom events (subject to the written consent of the relevant Group /
Divisional Executive);

Gifts and Gift Vouchers for Eskom employees, subject to approved Eskom policies around gifting;

Promotional Items for distribution to Eskom employees;

External training, seminars, conferences, motivational speakers;

Subscriptions (Newspapers, Periodicals, Magazines, etc.);

• Subscriptions and Memberships to Professional Bodies;

Recurrent monthly accounts, such as utilities and telephone accounts;

Rates and taxes;

Rental on buildings;

• Licenses, excluding software licences;

Employees' removal expenses when transferred;

Books and research reports for the Eskom library;

One-time vendors where the supplier registration process is not feasible due to the time or value of
the required ad hoc, once-off supply of goods or services (subject to a maximum value of R150k, a
term of service not exceeding 5 consecutive days, and the prior written consent of the relevant GM:
Commercial where the value exceeds R30k).

The person signing the cheque requisition is accountable for the procurement. If a cheque requisition is
required for an item outside the above list of goods or services, or for an item within this list for which
there may be an existing contract in place to supply such goods or services, then prior approval must be
obtained from the relevant Senior Commercial Manager responsible for the category of supply and
supported by the relevant GM: Group Commercial and Technology, prior to the signing and processing
of the cheque requisition.

If a cheque requisition is used to purchase items outside this list without the necessary prior approval,
then the accountable person will become liable for the purchase in his/her personal capacity and must
seek condonation for breach of this Procedure from the relevant PTC. If the expense/purchase is a
recurring expense, then a contract must be put in place.

3.8 Supplier Management

3.8.1 Supplier Registration

Eskom may from time to time invite any person or class of persons to apply for registration as a supplier
on the Eskom Supplier Database. Such invitation may be publicly advertised by whatever means
deemed necessary by Eskom to bring the invitation to the attention of potential suppliers and such
advertisement must include the following detail:-

• where and from whom application forms can be obtained and submitted to, with specific platforms
being created where certain categories of suppliers may not have access to electronic media;

• how to submit the application form and supporting documents for registration with Eskom;
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• where and to whom enquiries can be made;

• the general requirements for registration as a supplier of assets, goods or services to Eskom;

• if applicable, the pre-qualifying criteria to be met by an applicant for registration as a supplier of a
specific kind, class or category of assets, goods or services to Eskom;

• the deadline for the submission of applications and supporting documents; and

• an express statement that the Standard Conditions for Registration as Supplier are applicable to the
whole of the application and registration process as well as the duration of any registration as
supplier on the Eskom Supplier Database and that a copy thereof is available on the official website
of Eskom or will be made available on request.

Eskom will only consider applications for registration as a supplier on the Eskom Supplier Database duly
lodged in response to such a publicly advertised invitation and received by Eskom before the deadline at
the designated place for the submission thereof.

Notwithstanding the aforementioned principle, if, during the execution of any procurement or sourcing by
Eskom, a person / entity, who is not registered as a supplier on the Eskom Supplier Database, is
instructed to apply for such registration, an application for such registration may be considered without
the need for publicly advertising an invitation as set out above and must be given priority in the
processing thereof, at least by the time of making a recommendation to the Delegated Approval
Authority for contract award.

A person wishing to apply for registration as a supplier on the Eskom Supplier Database must submit an
application:

• On an official Supplier Application Form, obtained from Eskom, or a copy thereof. Where the
facilities are available, the application form may be submitted electronically through the official
Eskom website / portal link by following the hyperlinks for supplier registration and all the
instructions prescribed thereon;

• Duly completed in all relevant respects and supported by all the relevant documents as requested;

• At the place designated for the submission thereof; and

• Where it is an application in response to an invitation publicly advertised as contemplated above or
in response to a general instruction to re-apply for registration, before the deadline for the
submission thereof.

Upon receipt of an application for registration as a supplier on the Eskom Supplier Database, the
assigned SD&L official shall first verify whether or not the application form has been submitted in
compliance with Eskom's requirements as stated on the official Supplier Application Form, whereupon
the SD&L official shall:

• Acknowledge receipt of the application in writing if it has been so submitted;

• Return the application and decline in writing to accept it where the application:-

Was not made on the official Eskom Supplier Application Form or a copy thereof and/or through the
official Eskom website;

Was made, or was received at the place designated for the submission thereof, after the applicable
deadline for the submission thereof; or

Is de-registered from Eskom's supplier database based on the process for supplier reconsideration
set out below; or

• Request the applicant supplier in writing to duly complete or ensure completion of the Supplier
Application Form in any particular respect (including the signing thereof) that is outstanding and/or to

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-207



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034
Revision: 2
Page: 105 of 156

provide any of the outstanding documents or information (as the case may be) before a stipulated
date, which may be extended once upon a written request, failing which the application form and all
the documents pertaining thereto may be destroyed and that application will not be processed any
further.

Where an application was not received at the place designated for the submission thereof, Eskom shall
not be under any obligation to deliver that application to such designated place or to process such
application.

Only those applications, for which an acknowledgement of receipt was given or in respect of which the
applicant complied timeously with the written request, are regarded as accepted applications.

Eskom shall consider each accepted application to determine if that application:

• Meets the general requirements for registration as a supplier of assets, goods or services to Eskom;

• Where applicable, meets the pre-qualifying criteria for registration as a supplier of a specific kind,
class or category of assets, goods or services to Eskom;

and may, for the purposes of such determination, request the applicant supplier in writing to provide
Eskom with such further information and/or documents as Eskom deems relevant or useful before a
stipulated date, which may be extended once upon a written request, failing which the application form
and all the documents pertaining thereto may be destroyed and that application will not be processed
any further.

In considering the application of a foreign potential supplier, Eskom may also request such further
information and/or documents as would confirm that the technology of such a foreign potential supplier is
compatible with the needs and requirements of Eskom and Eskom may further, for the purpose of an
assessment of such technology, arrange for an inspection thereof by or on behalf of Eskom.

The pre-qualifying criteria for registration as a supplier of a specific kind, class or category of goods or
services to Eskom are those criteria, at Eskom's discretion, with which a supplier of assets, goods or
services must comply in order to meet the identified needs or requirements of Eskom or an End-user,
taking into consideration all relevant factors including but not limited to>

• The risks attached to or inherent in the rendering of the service or the provision of the assets or
goods;

• The level of technology required by Eskom;

• Any specialist qualifications of or registrations by entities or individuals, as required by legislation or
practice;

• The criticality of the assets, goods or services for the core business of Eskom;

• The risks for the safety and health of all concerned, including the employees or agents of Eskom as
well as of the supplier and the general public;

• The risks for the environment;

• The potential for localisation and the development of skills;

• The need for a procurement policy providing for-

(i) Categories of preference in the allocation of contracts; and/or

(ii) The protection or advancement of persons, or categories of persons disadvantaged by unfair
discrimination; and

• The monetary value of the supply in question.
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In considering any accepted application, Eskom is entitled to make use of all information or sources of
information at its disposal or available to it. In the event of Eskom discovering any misrepresentation of
fact in an accepted application or if Eskom on reasonable grounds suspects that the person who
submitted an accepted application is unaware of adverse information in the possession of Eskom,
Eskom must notify that person of such misrepresentation or adverse information, and must afford such
person an opportunity to deal /resolve the matter before a stipulated date, whereafter Eskom may take a
decision on the basis of all the information then at its disposal or available to it, including a decision not
to approve an accepted application.

If upon considering any accepted application Eskom determines that an accepted application does not
meet the stipulated requirements, the assigned SD&L official shall give the person who submitted the
accepted application notice that the application has not been approved and shall furthermore state
therein:

• The reasons why that person did not qualify for registration;

• The areas, functions or aspects which were found to be weak, below average or not up to standard
and which that person should address or improve with a view to future applications; and

• That, subject to the requirements and criteria that may then be applicable, that person is free to
apply for registration as a supplier on the Eskom Supplier Database in response to any future
invitation.

If upon considering any accepted application Eskom determines that an accepted application does meet
the stipulated requirements, Eskom may decide to approve or not approve any accepted application by
taking into consideration all relevant information as well as the following factors:

• The feasible or desirable number of suppliers, either in general or for a specific kind, class or
category of goods or services to Eskom, that can be accommodated and/or effectively managed on
the Eskom Supplier Database;

• The hierarchy and categories of preference for the protection or advancement of persons, or
categories of persons, disadvantaged by unfair discrimination;

• The need for a specific kind, class or category of suppliers of goods or services to Eskom;

• The geographical distribution of suppliers;

• The logistical demands or constraints for any supply of goods or services to Eskom;

• The total number of accepted applications; and

• The possibility that the person may be a front for or under the control of a person who has been de-
registered as a supplier on the Eskom Supplier Database

Eskom is not obliged to accept all or any accepted applications and may decide to approve a limited
number of accepted applications in the order in which receipt of the accepted applications, or any kind or
class or category thereof, was acknowledged, and provided further, that these possible limitations have
been clearly set out in the invitation to register and / or the Standard Conditions of Registration.

If Eskom decides not to approve an accepted application, the SD&L official shall give the person who
submitted the accepted application a written notice thereof.

If Eskom decides to approve an accepted application, Eskom shall:

• Establish a supplier profile for that person / entity, which profile must also include:

The name and particulars of that person / entity;

The contact details of that person / entity;

The preferential procurement status of that person (if any);
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The specific kind, class or category of assets, goods or services which that person can or may
supply to Eskom; and

The geographical area which can be supplied by that person;

• Register the person / entity on the Eskom Supplier Database as a supplier of assets, goods and
services to Eskom in accordance with the supplier profile, by creation of a vendor number;

• Provide the supplier's authorised representative who submitted the accepted application notice that
the application has been approved and that the person / entity has been registered on the Eskom
Supplier Database as a supplier of assets, goods and services to Eskom, with confirmation of the
vendor number assigned, linked to the supplier's profile.

The continued registration of a person on the Eskom Supplier Database as a supplier of assets, goods
and services to Eskom is subject to:

• The on-going maintenance of the registration and supplier profile of that person / entity, requiring
and obliging that person / entity to inform Eskom in writing of any change in the information that was
provided to Eskom or any other information that may be relevant for the continuing registration of
that person or for the updating of the supplier profile of that person or for the protection and
enhancement of the procurement system of Eskom, as soon as is reasonably possible after that
person becomes aware of such change or other information;

• A reconsideration of registration status in terms of Section 3.8.9 below; and

• A general instruction to re-apply in terms of clause 35 of the Standard Conditions of Registration.

The SD&L official files and archives Supplier Application Forms for a period of 5 years for audit
purposes. Regular internal audits must be conducted by the Internal Audit function on the process
followed and verification of the information provided by the suppliers.

The Supplier Evaluation Manager within SD&L must conduct regular assessments on supplier
registration processes executed to ensure that the details of suppliers registered on the Eskom Supplier
Database are accurate, updated and adequate for use at any given time.

3.8.2 Registration Requirements for International Suppliers

An international supplier is a foreign company carrying on business within South Africa, defined as an
"external company" in terms of section 23(2) of the Companies Act 71 of 2008.

International suppliers are required to submit the following documentation, as a minimum, for purposes
of becoming a registered supplier on the Eskom supplier database:

• International suppliers having local South African operations/offices and/or local South African
shareholders must provide registration documents from the CIPC;

• International suppliers with no local South Africa operations, offices or shareholding must provide
registration documents from the country of incorporation;

• Certified copies of passports for shareholders and directors where shareholders and directors are
not in possession of South African identity documentation;

• Proof of the address of the registered head office;

• Company profile confirming services / supply organisational structure, and references of previous
supply/services; and

• International suppliers having local South African operations/offices and/or local South African
shareholders must provide a Letter of Good Standing in terms of COIDA, while international
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suppliers with no local South Africa operations, offices or shareholding must provide proof of
registration with the COIDA equivalent body of the country of incorporation.

3.8.3 Name Changes, Mergers, Acquisitions, and Cessions

A supplier is contractually obliged to notify Eskom of any official changes to its legal name, changes to
its legal persona, ownership and management, and any cessions of rights and delegation of obligations
in terms of contracts with Eskom.

Where a supplier undergoes a name change without changes to its legal persona, ownership and/or
management, then such a name change must be duly notified to Eskom within 30 days thereof in terms
of the Conditions of Registration. All appropriate documentation confirming the name change, together
with all updated documentation containing the supplier's new name must be submitted to Eskom. The
supplier's vendor registration number will not be changed in this instance.

Where a registered supplier undergoes a name change which is as a result of a change to its legal
persona (e.g. conversion from a CC to a limited liability company), a merger /acquisition between various
entities and /or a change in ownership and / or management, then such a supplier is obliged to notify
Eskom of the change, within 30 days thereof. Failure to notify Eskom of such a change may result in the
supplier having its registration status reconsidered by Eskom, and any existing contracts may be
terminated as a result.

Where a supplier duly notifies Eskom of such change, such notification must be accompanied by a new
application to register as a supplier on the Eskom Supplier Database. The supplier, in its new form, must
re-apply and re-qualify to be registered on the Eskom Supplier Database, against appropriate supporting
documentation. The supplier will receive a new vendor number.

Changed banking details, company registration documents and certified letters from suppliers will be
required in order to re-register. The record on the system will be changed to reflect the new details.

An internal due diligence must be conducted on the supplier, led by the Procurement Practitioner, and
the impact of the change on the delivery of existing contracts assessed. To the extent that Eskom
requires retaining the supplier in its new form against the existing contract, a formal modification must be
authorised by the relevant Delegated Approval Authority, as this will amount to a change to the
contracting party. Where an internal due diligence indicates that the change to the legal persona,
merger/acquisition, ownership and /or management, places Eskom at undue risk and disadvantage,
Eskom may terminate the contract/s with the supplier in consultation with the Eskom Legal Department,
and commence a new sourcing process for the procurement of the required assets, goods or services.

Should a registered supplier require cession / delegation of its contractual rights and obligations with
Eskom to another (legal) person, then such a cession / delegation can only occur with the specific prior
written consent of the Eskom Agent responsible for the management of the contract in question, in
consultation with the Eskom Legal Department, and only after obtaining internal modification approval, in
order to enable an external and possibly unrelated third party from becoming a beneficiary. While Eskom
may consent to cessions / delegations in support of supplier development and localisation initiatives,
Eskom will, under no circumstances, enter directly into any contracts with such third parties.

If there are no contracts/orders linked to a specific supplier who wants to change its name, legal
persona, shareholding and /or management, then the Supplier may be deleted from the Eskom Supplier
Database.

3.8.4 Supplier Communications and Complaints

Procurement Practitioners, Contract Managers and nominated SD & L officials will liaise and engage
with Suppliers on an on-going basis via a number of accepted communication mechanisms that may
include a dedicated e-mail address for Suppliers to communicate with Eskom, surveys, Supplier forums,
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and one-on-one meetings, where necessary. All issues formally raised by suppliers must be formally
recorded and maintained for reference purposes.

Any official / formal supplier complaints must be routed to the office of the Senior Manager: Risk and
Governance for resolution.

Whenever any person / entity:

(i) Registered as a supplier on the Eskom Supplier Database; or

(ii) Who signed a Supplier Application Form; or

(iii) Who is an authorised signatory to a tender / offer /proposal requested by Eskom;

has reason to believe that any person, either by commission or omission, transgressed any policy,
protocol, procedure or rule of Eskom, whether pertaining to its procurement system or its business, or
conducted himself in a manner that may, directly or indirectly, or that is calculated to, impact adversely
on the procurement system of Eskom, that person shall immediately lodge a written complaint with the
Senior Manager: Risk and Governance (Group: Technology and Commercial).

The office of the Senior Manager: Risk and Governance must facilitate investigations into any written
complaint lodged by a person / entity, and be the single centralised point for the resolution of all supplier
complaints.

The manner of conducting the investigation as well as any decision taken in respect thereof shall be
within the sole and unfettered discretion of Eskom.

3.8.5 Duties and Responsibilities of Eskom to Registered Suppliers

Subject to the provisions of the Promotion of Access to Information Act 2 of 2000, Eskom must keep all
proprietary information of a person, who submitted an application or who is registered as a supplier on
the Eskom Supplier Database, confidential and not disclose it to any private party. However, information
that is generally available in the public domain or which was published by that person / entity need not
be treated as confidential. Eskom remains entitled to the use and distribution of all the proprietary
information of that person / entity for the purpose of managing its business and/or any procurement or
the procurement system of Eskom.

Eskom will use the Eskom Supplier Database from time to time to select or invite a closed list of
registered suppliers, to participate in the sourcing or procurement by Eskom of assets, goods or services
as and when Eskom identifies a need therefor.

Eskom may use any alternative method of procurement or sourcing, including an open tender process,
where Eskom is of the view that such method will be more suitable or appropriate under the
circumstances.

Registration as a supplier on the Eskom Supplier Database is not a guarantee or assurance of any kind
whatsoever that the person / entity so registered will be so selected or invited or that any purchase order
or contract can be expected to be awarded or will be awarded to that person.

Eskom may, upon written request and on reasonable notice, provide access, during business hours, to
any person / entity registered as a supplier on the Eskom Supplier Database and to any person who
signed the application form for that person / entity, to the information on the Eskom Supplier Database
pertaining to that supplier and/or signatory.

3.8.6 Duties and Responsibilities of Registered Suppliers

Every person / entity registered as a supplier on the Eskom Supplier Database and any person who
signed the Supplier Application Form for that person / entity will be required at all relevant times conduct
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themselves in a manner fully consistent and/or in accordance with the current Eskom Purchasing Pact
with Suppliers and the General Conditions of Supplier Registration.

3.8.7 Management of Contractor Safety

3.8.7.1 Investigation

As part of the contract management process suppliers must be subjected to an immediate investigation
initiated by the Eskom Agent in terms of their contracts where one or more of the following events have
occurred:

• A supplier has one or more work-related fatalities within a financial year or during the period of the
contract if less than 1 year; or

• A supplier experiences three lost time incidents within the same financial year; or

• A supplier has three major health and safety non-conformances raised; or

• A supplier has had two or more contraventions of environmental legislation, including non-
compliance to a condition contained in an environmental approval; or

• The supplier has been issued with a compliance notice issued by a government department for
example: Department Of Labour, Department of Environmental Affairs, Department of Water Affairs,
etc. or

• There is a violation of any of the Eskom Life-saving Rules; or

• There are five major SHE audit findings raised per audit/audits per financial year, i.e. this includes
internal and external audits; or

• A supplier is found to have submitted fraudulent SHE-related documents.

Outcome of the investigation may initiate a process of supplier reconsideration in terms of 3.8.9 below,
or, for less severe safety transgressions may result in engagement with the supplier regarding corrective
action, as part of effective contract management.

Factors to be considered when meting out corrective action, or when a supplier's registration status is
being reconsidered for reasons of SHE transgressions include whether:

• The Supplier has taken the appropriate disciplinary action against the individuals responsible for the
activity which constitutes cause for reconsideration;

• The Supplier has taken or agreed to take remedial measures, including any measures
recommended by Eskom;

• The Supplier instituted or agreed to institute new or revised Review and Control Procedures and
Programmes;

• The Supplier had adequate time to eliminate the circumstances in the Supplier's organisation that
led to the reason for the investigation;

• The Supplier's management recognise and understand the seriousness of the acts /omissions giving
rise to the reason to the reconsideration process, and whether the Supplier has implemented
programmes to prevent a recurrence;

• The acts /omissions have an impact on finance and production connected to the project/contract,
and the extent thereof.
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3.8.7.2 Temporary Work Stoppages

Eskom's SHEQ Policy states that "no operating condition, or urgency of service, justifies exposing
anyone to negative risks arising out of Eskom's business, causing an incident with health, safety,
environmental, and quality consequences." Any person may stop an activity, unsafe act or unsafe
condition that poses or may pose a threat to the health and safety of an individual or create a risk of
degradation to the environment. This includes any unauthorised work or commencement of an activity
without required environmental approval, or legally or contractually non-compliant acts or omissions by
performed by the Supplier or such Supplier's subcontractor or subcontractor's supplier.

The temporary stoppage of an activity (activities)/task(s) may be due to SHE concerns, including the
following circumstances:

• Ad hoc work stoppages by Eskom management, all work of a similar nature may be stopped due to
the occurrence of a serious incident, and the relevant Supplier will be required to comply with and/or
verify the conditions stipulated in the work stoppage instruction pack.

• Ad hoc work stoppages by any person especially SHE functionaries: may be due to unsafe work or
unsafe behaviour by the supplier. The conditions that gave rise to the work stoppage will determine
the corrective measures to be taken urgently to protect the health and safety of employees, protect
the environment and to protect the plant/equipment, etc.

3.8.8 Management of Internal Suppliers

Where an Internal Supplier continuously renders inadequate or sub-standard service quality, the normal
contract management process must be followed with respect to rectification and remedies for breach.

The appointed Contract Manager must give the Internal Supplier written notice of the problem/non-
conformance, and indicate the action required and time allowed.

If the Internal Supplier does not adequately respond, the specific assets, goods or services will be
removed from the list of specified items in the Framework Agreement after determining that there are
other suppliers in the market who can supply it. As a last resort, the Framework Agreement may be
terminated and a contract may be placed with another supplier.

Where a history of poor performance can be proven over time with respect to an Internal Supplier, the
Internal Supplier may be subject to the process of reconsideration of its registration status as set out in
below, which may be applicable for a specified period of time.

3.8.9 Reconsiderations of Supplier Registration Status

3.8.9.1 Grounds for Reconsideration in Specific Instances

Eskom is entitled to reconsider the registration status of a supplier on the Eskom Supplier Database, on
any one or more of the following grounds:-

i) A contravention of, a failure to comply with, or a breach of any of the terms, conditions or provisions
of:-

• the Eskom Purchasing Pact for Suppliers;

• the Standard Conditions for Registration as Supplier;

• the Standard Conditions of Tender;
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• the agreed conditions of contract, for the supply of assets, goods or services to Eskom, where
applicable;

by the supplier, any of its employees, any person under its control, or any related person, which is of
such materiality that it is deemed a threat or abuse to the Eskom procurement system, thereby
requiring a reconsideration of the supplier's registration status with Eskom;

ii) any conduct of the supplier, any of its employees, any person under its control, or any related person
being the direct or indirect cause of any disciplinary action taken against an employee of Eskom for
any misconduct that pertains to any aspect of procurement (in the broad sense, including the entire
process prior to the acquisition of goods or services and the administration of any contract or order
resulting from that process);

iii) the supplier, any of its employees, any person under its control, or any related person promoting or
inciting labour unrest, other than a protected strike, at any site or premises under the control and
supervision of Eskom or, where another supplier has a contract with Eskom for the supply of assets,
goods or services, of that other supplier where such labour unrest has a detrimental or potentially
detrimental impact for Eskom on any aspect of procurement (in the broad sense, including the entire
process prior to the acquisition of assets, goods or services and the administration of any contract
resulting from that process);

iv) the supplier, any of its employees, any person under its control, or a related person deliberately
attempts to frustrate or obstruct, directly or indirectly, the ability of Eskom and/or of another supplier
under a contract with or order from Eskom to carry out the obligations, duties or responsibilities in
terms of any contract, order or legislation;

v) the supplier, any of its employees, any person under its control, or a related person making use of
any labour, material, transport, equipment, intellectual property or other assets, belonging to or
under the control and supervision of Eskom or which Eskom is entitled to use, without the written
consent of Eskom and either for the benefit or gain by the supplier or by a person other than Eskom
or to the prejudice or potential prejudice of Eskom;

vi) the supplier, any of its employees, any person under its control, or a related person being found in
the unauthorised possession of, or being engaged in removing without permission, any property
belonging to Eskom, any employee of Eskom or another supplier of Eskom;

vii) The supplier, any of its employees, any person under its control, or a related person person being
found guilty by a court:

• of any offence in terms of the Prevention and Combatting of Corrupt Activities Act 12 of 2004;

• of any other crime involving dishonesty and for which any term of effective imprisonment, with or
without the option of a fine, is imposed;

viii) any conduct by the supplier, any of its employees, any person under its control, or a related
person resulting:

• in that person being found guilty by a court of any crime;

• in that person paying an admission of guilt fine in terms of chapter 8 of the Criminal Procedure
Act 51 of 1977;

• in any adverse finding being made against that person by any court, commission, tribunal,
administrative body or regulatory institution in any proceedings, matter or investigation before it;

• in any adverse procurement-related decision by an organ of state made solely on the basis of
that conduct;

which conduct relates to, impacts upon or pertains to any aspect of procurement (in the broad sense,
including the entire process prior to the acquisition of goods or services and the administration of any

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in lino with the authorized version on the database.

JAM-215



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 166Unique Identifier:
Revision:
Page:

32-1034
2
113 of 156

contract or order resulting from that process) by Eskom or to any aspect of the procurement system
of Eskom;

ix) the supplier, any of its employees, any person under its control, or a related person acquiring
from any source, not authorised in writing by Eskom, or using, without the written permission of
Eskom, any confidential information of Eskom, including any intellectual property of Eskom, or
confidential information of another supplier in the possession of or under the control of Eskom,
with a view to obtain a competitive advantage over other suppliers or potential suppliers of
assets, goods or services to Eskom;

x) the supplier, any of its employees, any person under its control, or a related person disclosing
any confidential information of Eskom, including any intellectual property of Eskom, or
confidential information of another supplier in the possession of or under the control of Eskom, to
a third party for any procurement-related purpose where that confidential information was
obtained in the course of or incidental to carrying out the contractual obligations of the supplier to
Eskom;

xi) if the supplier no longer meets the general requirements for registration as a supplier of assets,
goods or services to Eskom or no longer meets, where applicable, the pre-qualifying criteria for
registration as a supplier of a specific kind, class or category of assets, goods or services to Eskom;

xii) the supplier, any of its employees, any person under its control, or a related person making any false
statement or any misrepresentation, by commission or omission and either knowingly, negligently or
innocently, to Eskom which:

• induces or is calculated to induce Eskom to register that supplier as supplier on the Eskom
Supplier Database, to enter into a contract with that supplier or issue him with an order; or

• relates or pertains to the performance of the contractual obligations between Eskom and that
supplier;

xiii) the supplier, any of its employees, any person under its control, or a related person wilfully making
any false statement or any misrepresentation, by commission or omission, to Eskom in order to:

• prevent another person from being registered as a supplier on the Eskom Supplier Database or
from being registered with a particular supplier profile;

• prevent a contract to be entered into or an order to be issued by Eskom with or to another
registered supplier;

• induce Eskom to reconsider the registration of or to de-register another supplier on the Eskom
Supplier Database;

xiv) the supplier having built up a history of poor performance on one or more contracts with or orders
from Eskom, including poor performance on matters or aspects of safety, health, quality control
and/or environmental regulation, or having committed a serious and gross breach of contract;

xv) in general, any conduct by the supplier, any employee of his or any person under his control or a
related person prejudicial or potentially prejudicial for procurement (in the broad sense, including the
entire process prior to the acquisition of goods or services and the administration of any contract or
order resulting from that process) by Eskom or for the procurement system of Eskom.

3.8.9.2 Grounds for Reconsideration in General Instances

i) Where a natural person who is registered as a supplier on the Eskom Supplier Database:

• dies;

• voluntarily surrenders his estate or is sequestrated in terms of the Insolvency Act 24 of 1936; or

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-216



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 167Unique Identifier:
Revision:
Page:

32-1034
2
114 of 156

• is declared by a court of law to be of unsound mind and as such incapable of managing his affairs;

Eskom shall take the necessary steps to ensure that:-

• the supplier is blocked on the Eskom Supplier Database;

• no award of any further contracts or placing of orders with that supplier is processed by Eskom; and

• the supplier is de-registered as a supplier on the Eskom Supplier Database immediately after all
outstanding matters with regard to that supplier are finalised.

ii) Where a partnership who is registered as a supplier on the Eskom Supplier Database:

• is dissolved; or

• voluntarily surrenders its estate or is sequestrated in terms of the Insolvency Act 24 of 1936;

Eskom shall take the necessary steps to ensure that:-

• the supplier is blocked on the Eskom Supplier Database;

• no award of any further contracts or placing of orders with that supplier is processed by Eskom; and

• the supplier is de-registered as a supplier on the Eskom Supplier Database immediately after all
outstanding matters with regard to that supplier are finalised.

iii) Where a legal person who is registered as a supplier on the Eskom Supplier Database:

• adopted a resolution to voluntarily begin business rescue proceedings or a person applies to a court
for an order placing that legal person under supervision and commencing business rescue
proceedings; or

• initiates liquidation proceedings or had liquidation proceedings initiated against that legal person

Eskom shall take the necessary steps to ensure that:-

• the supplier is blocked on the Eskom Supplier Database;

• no award of any further contracts or placing of orders with that supplier is processed by Eskom; and

• the supplier is de-registered as a supplier on the Eskom Supplier Database immediately after all
outstanding matters with regard to that supplier are finalised.

iv) Where Eskom is entitled to reconsider the registration of a supplier on the Eskom Supplier Database
based on the Grounds for Reconsideration in Specific Instances, or Eskom takes the necessary
steps in the event of death, insolvency, incapacity or business rescue of a supplier, Eskom may also
reconsider the registration of:

• any related person, where that related person is registered as a supplier on the Eskom Supplier
Database; and

• any other person who is registered as a supplier on the Eskom Supplier Database and in respect of
which the related person referred to above is also a related person;

in accordance with the procedure for reconsideration as set out below.

3.8.9.3 Procedure for Reconsideration

The procedure for the reconsideration of the registration of a person / entity as a supplier on the Eskom
Supplier Database is as follows:

i. Separated or combined processes: For the purpose of this Procedure, Eskom via the Standing
Committee may decide to follow separate processes for each individual supplier or to follow one or
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more combined processes against all or any number of individual suppliers where the reconsideration
of the registration of more than one person / entity as a supplier on the Eskom Supplier Database is
being considered.

ii. First notification: If on the basis of any written communication or report a Risk and Governance
Official has reasonable cause to suspect that there are grounds to reconsider the registration of a
supplier, the Risk and Governance Official must immediately collect all relevant information on record
with Eskom and prepare a first notification in writing, providing a brief written account with a
recommendation, for submission to the Secretariat: Supplier Disciplinary Standing Committee, for
placement on the agenda for consideration at the next sitting of the Standing Committee. The written
recordal of any information supplied by a confidential informant or any notes of a discussion with such
informant by an employee of Eskom must be deemed to be such a written communication or report
and the Risk and Governance Official shall ensure that the identity of such informant, if known by
Eskom, is protected against disclosure.

iii. First (Desktop) Assessment: Upon receipt and consideration of a first notification from the Risk and
Governance Official, the Standing Committee may, by consensus or majority:

• reject the matter as frivolous;

• refer the matter to the relevant Eskom Agent, to be dealt with under the terms and conditions of the
relevant contract awarded and/or of the order given by Eskom to the person in question; or

• accept the matter for further investigation and to that end refer the matter for internal investigation
to the appropriate subject matter experts within Eskom.

Persons assigned by the Standing Committee to serve as Case Investigators:

• must at least be a manager holding a position classified as an M15 or above in terms of the TASK
Job Grading System;

• must be suitably qualified and experienced to investigate the matter;

• may, under exceptional circumstances, be an independent third party who is, to the satisfaction of
the Standing Committee, a fit and proper person to do an investigation in the matter and report
back to it thereon.

iv. Investigation and Preliminary Report: The assigned Case Investigator must, without delay,
investigate the matter as discreetly and as fully as circumstances, logistics and contingencies
allow in any lawful manner he / she deems fit and appropriate, where after he / she must, as soon
as is practically possible, prepare and submit a written and confidential report to the Standing
Committee on the investigation containing:

• a description of the investigation and the steps taken to investigate the matter;

• a summary of all the relevant information pertaining to the matter, set out in a manner that
identifies the source or sources of that information;

• a motivated finding as to whether or not there are in fact grounds to reconsider the registration
of a supplier on the Eskom Supplier Database;

• a provisional view on the matter and the reasons for that provisional view;

• a recommendation to the Standing Committee; and

• copies of all relevant documentation, including a copy of the First Notification and the
documents on which it was based, as well as any written witness statements or copies of
relevant correspondence found during the investigation.
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v) Second assessment: Upon receipt and consideration of the report of the Case Investigator, the
Standing Committee may, by consensus or majority:

• reject the matter as frivolous;

• refer the matter to the relevant Eskom Agent, to be dealt with under the terms and conditions of
the relevant contract awarded and/or of the order given by Eskom to the person in question; or

• decide to proceed with the process of reconsideration, whereupon the Standing Committee
shall take the necessary steps to ensure that:-

the person or persons in question are each notified in writing of the decision of the Standing
Committee and the reasons for that decision;

together with the said written notice, the person or persons in question are each provided with
a copy of the report of the Case Investigator, without the identity of any confidential informants,
if any, being disclosed;

the person or persons in question are each informed that they have the.opportunity to respond
in writing on the report of the Case Investigator and/or to make written representations and/or
to submit any additional information in writing to Eskom as to whether or not they should be
de-registered as a supplier on the Eskom Supplier Database, and calling upon them to do so
before a stipulated date, which may be date not less than twenty-one (21) days from the date
of the receipt of the said written notice and which date may be extended once upon a written
request for a period of not more than two (2) weeks; and

the person or persons in question are flagged on the Eskom Supplier Database and given
written notice of such flagging.

vi) Final Report and Assessment: As soon as possible after the receipt of any such comment,
representations and/or additional information by Eskom from the person or persons in question (if
any) or upon the expiry of the date or extended date stipulated therefor, a Final Report must be
prepared by the Risk and Governance Official inclusive of the comments, representations and/or
additional information (if any), but without any further information from the Case Investigator, and
submitted to the Standing Committee, which may then, upon receipt and consideration thereof, in
its sole and unfettered discretion:

• decide that the matter be finally considered on the documentation before it and take a decision
regarding the outcome of the matter and reconsideration of the supplier's status;

• direct that the person or persons in question be given an opportunity, at a time and place to be
arranged by the Secretariat of the Standing Committee, to make oral submissions before a
meeting of a subcommittee, consisting of any one or more of its members, which oral
submissions together with any oral reply by the Case Investigator as well as his report with the
comment, representations and/or additional information (if any), shall then be taken into
account by the subcommittee to take a decision regarding the outcome of the matter and
reconsideration of the supplier's status. No party shall be entitled to legal representation at
such a hearing and no further documents, other than written heads of argument, may be
submitted at such a hearing;

• invite, with due regard for the dictates of procedural fairness, the person or persons in
question and/or the Case Investigator to make and/or exchange further written
representations, either in general or on a specific issue, to the Standing Committee before a
stipulated date, after which date the Standing Committee shall on the report of the Case
Investigator as well as on any comment, representations and/or additional information (if any),
plus any further representations received before the stipulated date (if any) take a decision
regarding the outcome of the matter and reconsideration of the supplier's status;
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• Provided that: the Standing Committee, and/or its subcommittee, shall keep proper minutes of
any of its meetings.

vii) Sanction: In the event of the Standing Committee or a subcommittee thereof finding that there
is a ground or grounds to reconsider the registration of a person / entity as supplier on the
Eskom Supplier Database, it may, by consensus or majority:

• give that person / entity a final warning that, in the event of such a finding being made
again, that person will be de-registered as a supplier on the Eskom Supplier Database;

• give that person a final warning and with conditions to take the necessary steps, at his
own costs, within a specified period of time to address any legitimate concerns of Eskom,
including conditions:

• to take and implement specified corrective measures with regard to the supervision and
control of the business, the operations or the management of that person as supplier on
the Eskom Supplier Database;

• to provide selected employees, agents and/or subcontractors of that person with
specified training or with an opportunity to obtain specified qualifications; and/or

• to upgrade, maintain or improve the plant, material or equipment of that person as
supplier on the Eskom Database in a specified manner;

Provided that if that person/entity fails to comply with such a directive within the specified
period of time, Eskom shall flag that person on the Eskom Supplier Database pending full
compliance with such a directive;

• suspend the registration of that person as a supplier on the Eskom Supplier Database for
a period not exceeding one (1) year, during which period of suspension that person shall
be flagged on the Eskom Supplier Database, with or without conditions. The period for
compliance therewith shall be the period of suspension;

• decide to de-register that person as a supplier on the Eskom Supplier Database,
whereupon the Standing Committee or its subcommittee, as the case may be, shall take
the necessary steps to ensure that:

the supplier is blocked on the Eskom Supplier Database;

no award of any further contracts or placing of orders with that supplier is processed by
Eskom; and

the supplier is de-registered as a supplier on the Eskom Supplier Database immediately
after all outstanding matters with regard to that supplier are finalised; or

decide to de-register that person as a supplier on the Eskom Supplier Database and to
terminate all existing contracts or cancel all orders placed with that person, with
immediate effect.

viii) Notification of outcome: Notification of the outcome of any matter shall be given as follows:

• The person or persons whose registration as supplier on the Eskom Supplier Database was
under reconsideration, shall be given written notice of the outcome within thirty (30) days after
a decision was taken, with sufficient detail of the steps to be implemented by Eskom as a
result thereof, and shall at the same time be provided with written reasons for that decision.

• If Eskom has reason to believe that a person failed to comply in time with stipulated
conditions, which served as a condition for full re-instatement of the supplier on the Eskom
Supplier Database, such person / entity shall be given written notice to provide Eskom with
sufficient proof of such compliance within seven (7) days after the date of receipt thereof, and,
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in the event of that person failing to respond or failing to provide such sufficient proof, Eskom
shall:

- where that person was given a final warning, flag him as a supplier on the Eskom Supplier
Database and take the necessary steps to ensure that no award of any further contracts or
placing of orders with that supplier is processed by Eskom whilst he remains so flagged; or

- where that person was suspended and full reinstatement was dependent on the fulfilment of
conditions stipulated, block the supplier on the Eskom Supplier Database and take the
necessary steps to ensure that no award of any further contracts or placing of orders with that
supplier is processed by Eskom and that he is de-registered as a supplier on the Eskom
Supplier Database immediately after all outstanding matters with regard to that supplier are
finalised; and

- give that person / entity a written notice accordingly.

• Where a decision was taken to de-register a person as a supplier on the Eskom Supplier
Database, Eskom (via the Secretariat of the Standing Committee), must notify its internal
PFMA Office, the Director-General of the National Treasury, any other organ of state with an
interest in the matter, and employees or agents of Eskom through a written notice.

ix) If during or as a result of the procedure for the reconsideration of the registration of a person /
entity as a supplier on the Eskom Supplier Database, Eskom has any reason to believe that any
criminal offence has been committed by any person, Eskom (through its Assurance and
Forensics Department) may refer the matter in writing to the South African Police Service and/or
the National Director of Public Prosecutions for a criminal investigation and possible
prosecution, if warranted.

3.8.9.4 Internal Review

Eskom, at its sole discretion, may have any decision taken in terms of the process for supplier
reconsideration revisited, reviewed and/or reconsidered by the EXCO Procurement Subcommittee
(EXCOPS), but is not obliged to do so and may do so, in its sole and unfettered discretion, upon the
request of any person in respect of which a decision was taken by the Standing Committee.

The discretion of Eskom to grant a review will be based on the receipt of new information not previously
considered, and /or notifications of procedural irregularities.

3.8.9.5 Procedure for Re-application as a Supplier

No person / entity de-registered from the Eskom Supplier Database may submit an application to be
registered as a supplier on the Eskom Supplier Database:

• For a period of 5 years from the date of the decision to de-register that person as a supplier on the
Eskom Supplier Database in the case of an immediate and unconditional de-registration;

• For a period of 3 years from the date of the decision to de-register that person as a supplier on the
Eskom Supplier Database, where de-registration is effected only after completion of outstanding
contractual obligations;

Provided that any person / entity who was a related person to that person whilst he was so registered as
a supplier is likewise prohibited. However, Eskom may, in its sole and unfettered discretion upon a
written and motivated request, permit any such application if the cause or ground for de-registration of
that person as a supplier on the Eskom Supplier Database has been fully addressed to the satisfaction
of Eskom.
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3.8.9.6 Giving Effect to Sanctions

Each decision of the Standing Committee will be communicated by the Secretariat as minutes to the
Supplier Evaluation Manager in order for the Supplier Evaluation Manager to ensure that the Eskom
Supplier Database is accordingly updated to reflect the current status of supplier registration, the
effecting of any flagging or blocking, and the recording and monitoring of any conditions as stipulated in
a directive of the Standing Committee.

The decision to "flag" or "block" a supplier can only be made by the Standing Committee, and the SD&L
Department will not act upon any other instructions to "flag" or "block" a supplier, from any other parties,
and without due process being followed with respect to the supplier.

Until such time that the "flagging" functionality is built into the Eskom Supplier Database all flagging
notifications will be located on Hyperwave, and updated after each meeting of the Standing Committee.

It is a requirement that every Procurement Practitioner make reference to the lists of flagged and blocked
suppliers to ensure that no new order / contract awards are being made to such suppliers.

The Standing Committee must be notified by Procurement Practitioners / R&G officials to the extent that
such suppliers are currently participating in Eskom tenders, in order to expedite decision-making before
conclusion of the process of evaluation.

3.9 Supply Chain Planning

3.9.1 Introduction

The Supply Chain Planning function incorporates both the requirements of demand planning and supply
planning and is a cyclical, continuous process that integrates and synchronizes the demand and supply
components of the supply chain. The integration and synchronisation of the demand and supply is
enabled by qualitative and quantitative methods applied with stakeholder collaboration, and are
performed at a centre-led supply chain operations level as well as the business unit operational
execution level.

3.9.2 Process Models

In the context of Eskom business, demand for commodities is derived from maintaining the infrastructure
or plant, requiring security of supply, and demand for new build by extending the existing infrastructure.
The following two models will apply to establish demand:

• Anticipated Model: Applied to all maintenance-related requirements where the future demand is not
known and must be anticipated. This is a quantitative process where the historical demand is
statistically extrapolated into future forecasted demand, and is executed at different consolidated
levels up to an Eskom-wide level.

• Responsive Model: Applied to all project-related requirements where the demand is derived from
project specific designs or bills of materials. The business requirements are interpreted and reviewed
by means of cross functional collaboration to forecast the future demand. Historical trends are not
used with this model and are more qualitative by nature by applying the best known information to
enable the execution of projects within the required planned time frames. This requires an integration
of engineering planning systems to the demand planning platform. The Eskom-wide level will be
determined by the aggregation of the demand from the different operational levels, and is then
compared to business plans.
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3.9.3 Establishment of Cross-Functional Teams

The forecasting will be reviewed and adjusted by cross-functional teams, both at a centre-led and
business unit operational level. This is vital for the effectiveness of the forecast.

At the operational level the team will, as a minimum, consist of representatives from Materials
Management, Engineering Planning, Project Management, Technology and Quality, Field Services and
relevant Buyers / Procurement Managers.

Centre-led cross-functional teams, will, as a minimum, consist of Group Commercial representatives
from Strategic Sourcing, Tactical Sourcing, SD&L, and Supply Chain Planning, as well as Divisional
Project Management Offices and Finance.

These teams are not exclusive of any other functionary that might also be identified to have a direct input
related to a reliable demand.

3.9.4 The Demand Plan

The demand plan is drafted by a process of gathering data, forecasting the demand, consolidating the
anticipated and responsive demands, collaboration, reviewing and adjusting the demand, and finalised
by means of consensus with the key stakeholders. The objective is to create a long term demand plan
that will be a forecast for three to seven years with the highest possible confidence level for identified
commodities with high value expenditure and complex in nature. This will enable a sourcing strategy with
line of sight over procurement spend, and collaboration with key suppliers as external stakeholders.

3.9.4.1 The Supply Plan

All available supply data is gathered from opened contracts and sourcing strategies. Where the supply is
constrained to meet the current demand, alternative supply is identified and anomalies addressed with
the relevant Procurement Practitioners. Data gathered includes, manufacturing capacity, manufacturing
lead time, quotas, time frames, contract balance, and supplier past performance, and is reviewed to
construct a supply plan. The supply plan is finalised by the same process as above, of collaboration and
consensus at a centre-led level and is an indication of supply capacity.

3.9.4.2 Matching Demand and Supply

At the business unit operational level, the demand plan is the driver for the materials requirements
planning (MRP) and the demand is matched with supply for requirements within the short term
framework. This includes releasing of orders from established contracts where the net demand is not
met with the current resources. (Refer to the MRP process contained in Section 3.10.4 of this
Procedure). Supply Chain Planning will match the demand and supply plans in the long term framework,
to identify the gaps in terms of constrained supply.

3.9.4.3 Integrated Demand and Supply Plans

The integrated demand and supply process resolves demand and supply exceptions by addressing the
anomalies and finalising the ISDP. This process will require a cross functional committee that will
address the demand and supply anomalies.

3.9.4.4 Reporting

The Supply Chain Planning function will be responsible for reporting on the following:

Demand plan

Supply plan
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Integrated demand and supply plan

Forecasting accuracy

3.10 Materials Management

3.10.1 Introduction

This Section specifically excludes primary energy and water, as well as nuclear requirements, but deals
with inventory bought and stocked by Eskom BUs for capital works, and for the maintenance, repair and
operation (MRO) of all Eskom assets.

The Supply Chain Operations (SCOPS) function within Group Technology and Commercial is
accountable for the operational management and controls regarding inventory.

3.10.2 Optimisation

This entails the initial decision on what should be held in stock, the categorization and classification of
stock items, the planning and maintenance of investment levels for various parts of the inventory holding,
rational replenishment of stock items and management of slow and non-moving items.

An Eskom-wide demand forecasting plan will be set up on selected commodities where practical
(commodities sourced by multiple Divisions and with a repeatable or steadily running demand pattern
(e.g., transformers). The objective is to achieve the lowest possible inventory investment with the highest
possible stock turn ratio and availability.

3.10.3 Master Data Categorisation and Classification

3.10.3.1 Master Data Management (Materials and Services)

A centralised cataloguing system and philosophy shall be adopted. The cataloguing process will be
applicable to both goods (stock and if necessary non-stock) and services. Both cataloguing and
classification philosophies must subscribe to ISO 8000-110:2009 and ISO 22745 standards. A data
dictionary forms the basis from which templates for commodities and services are built to facilitate the
cataloguing process.

The Steering Committee of Technology (SCOT) is accountable for approving all templates for the
various commodities as well as the format of the various descriptions culminating from the cataloguing
process. A change control process will be used to manage requests for changes to the existing
commodity templates. Requests for new templates and updates/changes to the ECCMA Open
Catalogue Dictionary (eOCD) data dictionary will be routed via the correct channels to Electronic
Commerce Code Management (ECCMA) organization. The Data Steward (reporting to the Master Data
Committee) representing Supply Chain Operations (SCOPS) is responsible for developing a strategy to
direct the materials and services master data maintenance organisation to achieve the master data
maintenance objectives operationally, in line with the Complete, Accurate, Relevant, Accessible and
Timely (CARAT) data quality principles, as well as the data quality KPA's defined by the Master Data
Committee. The Data Steward represents the Materials and Services Master Data domain at the Master
Data Work Group.

In principle all new material/services will be catalogued to a level 4 i.e. all mandatory attributes must be
populated. Information attributes are also to be completed and part number information provided (where
applicable). A strategy must be in place to achieve this for all existing "A" and "B" usage value items,
critical spares, assets and strategic stock.

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with Ihe user to ensure it

is in line with the authorized version on the database.

JAM-224



Eskom Procurement and Supply Management Procedure Unique Identifier: 32-1034 175Unique Identifier:
Revision:

Page:

32-1034
2
122 of 156

The Eskom Value Standardisation and "cataloguing manual" are governance documents that define the
rules for generating the various cataloguing descriptions and to ensure that the data remains consistent
for similar items.

The object name within the data template dictionary is developed using the philosophy of "noun,
adjective" This is the fundamental principle upon which the naming of all items within the data dictionary
is developed. This naming convention shall be strictly adhered to.

The 40 character SAP short form description (SFD) shall not to be used for purchasing purposes, but
shall only be used as a guide to identify a record when undertaking searches or during reporting. The
purchasing order description (POD) is provided for the purposes of purchasing. In general, supplier
specific part numbers are not to appear in the purchasing order descriptions (POD) with the exception of
sole source supplier materials.

The engineering and maintenance managers shall support the data quality initiatives driven by the
master data maintenance organisation by committing resources to assist the cataloguers. It stands to
reason since it is these respective departments that will benefit the greatest from improved data quality.

End-Users are responsible for providing the necessary information to catalogue new materials/services.
They are also responsible for capturing the information onto the cataloguing system. Cataloguers will
review them prior to sending the records to MDM/ECC6A.

Eskom has adopted a multiple systems approach in the cataloguing environment. It is essential that all
systems be kept in synchronization. New records and changes are to be made from the source system
and integrated to the remaining systems. No access will be granted to make changes in the integrated
system by using the transactions available in them. These transactions will be masked out to prevent
unauthorised changes being introduced.

3.10.4 Materials Requirements Planning

3.10.4.1 Inventory Pareto Classification

Item classification is a crucial component in driving high availability and high stock turn ratio in the
business for anticipated model items. In order to manage the cash flow and total investment related to
inventory, items are classified into inventory classes, with different management policies for each class.
This is done by ranking items according to usage value and implementing breakpoints, and then
managing the different classes appropriately.

Production items, such as furnace oil (HFO) and coal will be excluded from the initial ABC calculation not
to skew the outcome of the classification. These will then be classified afterwards as "A" items (100%
number of materials as A class).

Strategic and critical spares will also be excluded from the initial ABC calculation, and then be classified
afterwards as "A" items (100% number of materials as "A" class).

The above classification is used to make conscious replenishment decisions, and the inventory levels
are set accordingly in SAP.

The item classification in SAP remains as ABC, and is apportioned as follows:

• A items set at 80% of the annual consumption monetary value,

• B items at 15% of the annual consumption value,

• C items at 5% of the annual consumption value, and

• D items are no-movement items, and need to be classified, identified as obsolete or deleted from the
material master, as and when necessary.
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The ABC classification should be updated twice a year, (after half year and year end), as too frequent
updates will affect the planning parameters and consistency. The ABC classification in SAP is also the
base to determine the cycle counting to be performed by the Warehousing function, but is calculated
separately in the storage view of SAP. Updating this storage classification has a direct influence on
determining the cycle count scheduling, and care must be taken not to run the classification update on a
regular basis, rather once a year.

3.10.4.2 Inventory Categorization

Since different portions of the inventory holding are held for different reasons and have different
characteristics in use and control, they must be differentiated to permit the application of appropriate
inventory management decision rules and controls. In order to do this, inventory items are categorized
discretely into categories. Such a classification is in addition to the ABC classification. It is merely
another classification serving a different purpose.

Inventory will be managed and reported in different categories aligned to the required business
segments. These categories will be summarised in construction, capital spares and inventories on the
Financial Balance Sheet, as set out below:

Stock categories

Project stock

Maintenance stock

Critical spares

Strategic stock

Capital Spares

Inventory (MM)

Projects

Maintenance

Critical

Strategic

Capital
spares(quantity,
UNBW not
valuated)

Financial BS

Construction
stores

Inventories

Inventories

Inventories

capital spares

Price control

System moving
average

System moving
average

System moving
average

System moving
average

(Values
reflected on
assets register)
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3.10.4.3 Materials Requirement Planning (MRP)

Material replenishment rules shall be maintained on an appropriate frequency, being either on a
continuous basis or a periodic basis, (e.g.: safety stock parameters). The final demand plan shall form
the input for MRP.

The objective is to formulate and assign different strategies to various programs or categories of stock
based on business complexity and the cost-to-serve.

The position of the programme in the matrix will determine the focus of the materials management
function-

• In providing the materials requirements to the business in an efficient manner;

• Indicating the appropriate levels of collaboration required;

• Focussing resources towards critical programs and ABC values;

• Setting of inventory policies;

• Alignment of order planning;

• "Cost-to-serve" is relating to the required service level for a specific work program or stock category;

• "Business complexity" relating to the total spend on materials, anticipated/responsive demands, or
regulatory requirements.

i. Anticipated demand: The Anticipated Model forecast focuses on the normal business operational
requirement such as unplanned maintenance. Anticipated demand is based on historical usage.
This information can be extracted from SAP. In the case of the forecast for the Anticipated Model,
we do not receive any future demand data from the business upfront and we analyse the historical
usage to forecast the future demand, also referred to as quantitative forecast. This includes minor
projects.

ii. Responsive demand: The Responsive Model caters for planned maintenance and other capital
projects, or required stock levels for strategic and critical spares. The Responsive Model, in contrast
to anticipated, is the demand that comes from the business which we are responding to and which is
project-related (major projects). This includes planned maintenance and refurbishment plans, as
well as new build, and is based on actual project plans where the demand is outside the minimum
performance supply lead time. Other information required includes the priorities of the different
projects and external information, dictating the appropriate levels of collaboration required, also
referred to as qualitative forecast.

In line with the ABC classification, this model will provide a framework for MRP Planners to set
planning parameters in order to balance the inventory investment with the required service level for
the different categories of stock. The model also caters for the anticipated and responsive demands.
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Figure 1: MRP types and lot sizes

Legend Figure 1:

ROP = Re-order point or level

PD= Planned on demand.

SS= Safety Stock, Min refers to minimum SS

OQ= Order quantity or lot size

MRO= Maintenance Repair and Operational

C Segment: The one milk jar refers to planning the C items by setting planning parameters at the plant
level in a single bin which will cater for both the anticipated and responsive demands. In other words
setting a single planning parameter (ROP and lot size), to cater for all the demand at the plant including
C items of projects.

The objective is to get the C items consistent and predictable that will allow automation in SAP, thus
giving the MRP Planner more time to focus on the A and B items.
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iii. Fill Rate: The fill rate is the magnitude of a stock-out rather than the probability thereof. For
anticipated demand items, the fill rate of A and B items with long manufacturing lead
times(greater or equal to 3 months), will be regular "pipe-line supply" with pre-determined order
releases, to cover the demand for long performance cycles. This will be aligned with the firm
requirements committed to Suppliers on a rolling basis from the contract, in order to
accommodate manufacturing smoothing and firming requirements as part of the sourcing
strategy. The C items may result in higher fill rates in line with the replenishment cycles above,
where the re-order point caters for the demand during the manufacturing lead time plus the
safety stock (6 to 8 months average stock as per the Pareto classification- replenishment
cycles).

iv. Replenishment of project and maintenance stock categories

Anticipatory demand model items are managed by means of optimal minimum and maximum
inventory levels per item derived from the policy settings and forecasted demand. This will
include a re-order point (ROP), cycle stock and a maximum stock level. Responsive demand
model items are planned bill of quantities demand, and needs to be planned on a lot for lot
basis. The time scheduling of these items should be planned properly, knowing what is required
and by when, and supplied accordingly. This will increase the availability and stock turn ratio
(STR), and decrease the inventory investment.

v. Replenishment of Strategic / Critical Spares

• The required stock level is in accordance with the risk profile and analysis conducted by
relevant specialists and strategic spares technical team.

• Spares are classified as items of plant that is critical in terms of supply quality, legislative
requirements and safety.

• A team comprising technical, maintenance and Materials Management representatives
determine the required stock level (bin level)

• Strategic items will be stocked and managed in a separate storage location 5030 and critical
spares in storage location 5031.

• The required stock level is managed at a bin level. Replenishment will take place at the point
of consumption with the re-order point equal to the required bin level and the lot size 1 (one).

• Refurbished items (rotables) might have a different replenishment rule to cater for the
refurbishment of the damaged items and procurement only when an item is beyond the feasible
repair state.

• Bin levels need to be maintained at all times.

vi. Replenishment of Capital Spares (Part of Finance fixed assets)

The on-hand quantities of these items are visible in SAP inventory, but without values. The
values are reflected as fixed assets with depreciation.

The required stock levels are determined by the relevant specialists and the technical team.
Bin levels need to be maintained at all times

vii. Performance Cycles:

The management of lead times shall be aligned with contractual conditions and based on
performance of the supplier.

Every effort must be made to reduce the internal lead time of Material Requirements Planning,
Procurement, and Warehousing and Haulage.
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Contracts must be placed for as many as possible stock items to reduce the internal
procurement lead time by releasing orders from the contract instead of ad hoc purchases.

viii. Managing Criticality

All strategic and critical spares shall be managed as a priority 1 critical factor with an aspiration
of a 100% service level.

ix. Data Accuracy

In order to provide an effective materials planning and replenishment function, the data
accuracy of bills of material must be at least 98% (ninety eight per cent) accurate.

x. Consignment and Vendor Managed Inventory (VMI)

Where a supplier is willing to supply stock on consignment, effective physical and
administrative control measures and payment and re-stocking procedures must be applied to
ensure that Eskom suffers no loss. This provision is only put in place after a rigorous test of the
market, when appropriate.

xi. Identification of Obsolescence and Scrap Items

Materials Management, with the assistance of relevant technical representatives, will identify
potential obsolete items, and this shall be conducted at least once a year.

3.11 Warehousing and Haulage

The Materials Management Manager is responsible and accountable for the overall management of all
stores in the BU but may delegate the responsibility for operation and management of the stores to
suitably qualified and experienced subordinates. At project sites the appointed Eskom Agent, as the
Project Manager, is responsible and accountable for the overall management of all site stores in the BU
but may delegate the responsibility for operation and management of the site stores to suitably qualified
and experienced subordinates. This will also apply to maintenance site stores such as Customer
Network Centres (CNC) where the Maintenance official managing the CNC will be accountable and
responsible for all inventories kept at the site.

Group Technology and Commercial is responsible for the stores management policies and procedures
within Eskom, its Divisions and wholly-owned subsidiaries.

3.11.1 Storage Facilities

Storage facilities are designed and constructed to facilitate proper security of the goods stored and to
limit access into stores as far as possible only to those who manage and control the stores. Every
attempt is made to utilise cubic space by the installation of suitable racking and handling equipment.

Items that need special storage conditions with respect to SHEQ requirements should be identified by
the Materials Management Manager and End-User, and such special conditions must be provided and
maintained by stores management.

Stores must have physically separated receiving, storage and issuing areas.
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i. Receiving Area

The receiving area has clearly demarcated areas for:

• Material awaiting inspection GR blocked stock; blocked stock; stores return area;

• Material awaiting binning;

• Non-stock items awaiting collection by the End-User (Generation Division only);

• A quarantine area for rejected items; and

• Items required to be returned to the supplier.

Access to receiving areas shall be provided to promote delivery access, allow for speedy off-loading,
protection of goods from inclement weather and to ensure security of the goods awaiting inspection or
binning.

All receipts must be recorded immediately into the receiving register and SAP. When received after
hours it must be recorded immediately in to the register and captured on SAP on the 1st working day
thereafter.

List of annually updated and approved quality inspectors with specimen signatures must be available
where End-Users are tasked to perform quality inspections.

Maintenance spares must be quality inspected by an approved Quality Officer or assigned End-User
prior to binning. Transaction 101 (Quality Inspection/Blocked stock) or Transaction 103 GR Blocked
stock (prevents suppliers not being paid until quality is approved) must as far as possible be used for
maintenance spares.

All daily receipts must be captured in a receiving register upon receipt and captured immediately in SAP.

An Eskom date stamp applied to every delivery note / invoice on receipt

Where UMCs differ from the delivery note and the SAP system, there must be a conversion factor on the
delivery note to prevent any confusion, regarding quantities received.

All materials must have preliminary markings, referencing the purchase order number, and the date
received until final labelling takes place.

A copy of the Goods Receipt slip (with a binning stamp - if possible) must accompany the materials after
the final quality approval for binning purposes.

Each delivery note line shall be referenced to the purchase order line applicable.
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ii. Storage Area

There must be a separate demarcated storage area.

Only material recorded as stock on SAP must be contained in the storage area.

The storage area must be aligned with prescribed policies, procedures and legislative requirements.

Compliance certificates must be obtained for all hazardous materials,

iii. Issuing / Despatch Area

There must be a separate demarcated issuing/despatch area.

Only material that has been processed and issued must be contained in the issuing/despatch area.

Material that has been processed and not yet physically picked from the bin location and is awaiting
collection must either be physically removed to a separate staging area or must be properly marked with
all the necessary details for easy identification for count purposes.

It is recommended that item only be picked when a transport order is received (where applicable).

A picking register must be implemented to control all pick tickets handed to Storage for picking from the
Issuing section.

Items not collected within 3 working days should be returned back to stock by "migo cancellation" and
stock for CNC's and projects within 7 working days.

A contingency goods issue control register must be used to control all contingency goods issue books.

Contingency goods issues must be completed in full including crossing out of unused lines, crossed out
and all applicable signatures and issue data, material document number ('49' number on SAP).

Verification of all contingency goods issues must be performed by the Senior Warehouse Supervisor and
the Administration Controller.
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iv. Remote/Temporary Storage Facilities

Where inventory is issued to End-Users for construction and/or maintenance projects, or ordered for
delivery directly to such sites, and temporarily stored at a location remote from official storage facilities,
the Project Manager concerned shall assume accountability for security and control of such material.
Suitable auditable records of inventory balances and transactions are kept similar to current stores
system and the equipment / material shall be marked adequately to distinguish between safekeeping
and normal stock. At the end of such projects, the Project Manager must turn over all unused and/or
decommissioned material and records to the official storage function and book back in to SAP.

The situation where End-Users want the warehouse to safe keep project/construction or maintenance
materials must be avoided as far as possible. If the decision is made to safe keep such materials within
the warehouse, a detailed manual record keeping system similar to the warehouse SAP system must be
maintained and updated for short periods only. This can only be done with management approval.

v. Stock Locations

A separate physical location must be allocated to each stocked item. Provision must be made for items
of different sizes, shapes and values, by installing appropriate bins and shelving. Overflow locations
must be provided, and good cross-referencing is required to make overflow stock identifiable.

The carrying capacity of the shelves must be clearly indicated on each shelf where applicable. All bins
must have a bin label indicating the material number, description, bin location and UMC.

All materials stored in bin location especially ratable / repairable materials must be clearly marked
according to their respective valuation types (New, Repaired, Damaged, etc.).

vi. Access Control

Access to any specific storage facility is limited to authorized stores staff and controlled by the person in
charge of such storage facility.

Where temporary access is granted to non-stores personnel for whatever reason, they must be
accompanied by authorized stores personnel.

The storage facility may be separated into zones, with access limited to the stores personnel responsible
for each zone.
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vii. Materials Handling and Storage Equipment

Materials handling equipment must be selected, operated and maintained to facilitate proper handling of
the goods stored, and to limit risk of injury to workers or damage to goods and the environment.
Operators of handling equipment must be trained and accredited in accordance with the prescription of
the supplier's equipment instructions or any legislative requirements, or any applicable Eskom policies,
directives and procedures.

Storage equipment must be selected and designed to accommodate the specific requirements of the
goods stored and to ensure safety, ease of access to and retrieval of goods. Equipment must be tested
according to any prescribed legislative requirements.

All valid and relevant licences, test and compliances certificates must be retained for audit purposes,

viii. Management of Hazardous Chemicals

Hazardous chemicals must be managed and controlled according to the National Road Transport Act 93
of 1996 Regulation 280, and in accordance with OHS Act.

ix. Authorisation

Inventory or non-stock items must not be moved into, or out of, any storage facility without the correct
documentation, and the processing of the relevant receiving, transfers or issue transactions. These
transactions must be processed within 1 (one) working day after the transaction has been completed.
The relevant budgeting authorities must approve all issues from inventory.

x. SHEQ and Housekeeping

Standards of housekeeping, SHEQ requirements and loss control shall be maintained, as required by
Eskom procedures, and any prescribed legislation relating thereto. This includes the maintenance of
special facilities for flammable, corrosive, poisonous and other dangerous / hazardous items /
substances and for environmentally unsafe materials. Storage facilities and equipment must be selected
and maintained so as to avoid safety risks.

xi. Inventory Accuracy

A stock verification programme must be in place. Such a programme must be two-way, system-to-floor
(inventory list generated by SAP and physically checked) and floor-to-system (selection of a physical
area and inventory counted back to system). Cycle counts must be in place with sufficient frequency to
achieve data accuracy objectives.

Stock accuracy targets are set by Group Technology and Commercial for each of Eskom's Divisions.
The minimum recommended target is 98% (ninety eight per cent) accuracy but may be adjusted by the
GM: SCOPS on annual basis.

xii. Cycle Count Process

Cycle counting is a system of checking stock accuracy on an on-going basis spread out over the entire
year. Cycle counting works from the basis that the count documents (for the items due to be counted)
are created from SAP and the information on the cycle count document is compared with the physical
material (quantity and descriptive information) at the storage areas.
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Although cycle counts are scheduled on a daily basis by SAP, all counts must be completed and
processed during the specific month it was scheduled to be counted. No late count items must be on the
SAP Cycle Count Past Due for more than 31 days. During the month it must only indicate items 7 of
days or less.

All items greater than 30 days overdue must be addressed by the Senior Warehouse Supervisor at each
month-end.

Peaking materials have been classified as D ITEMS and will be counted on cycle counting once a year.

The physical inventory report (ZL05) and the past due (ZL06) must be signed off by the Materials
Management Manager at each month end.

Stock investigation sheets must be completed in full for all variances and approved as per the relevant
delegation of authbrity.

xiii. Wall to Wall Counts (Only Exceptional as per Managerial Decision)

Wall to wall counts will only be carried out if there is a constant difference of approximately >10%
between Administration Controller independent counts in comparison with the SAP Cycle count
accuracy in specific warehouse storage areas. These storage areas must be counted preferably by Bin
location sequence.

Wall to wall count will be conducted on a manual count sheet from the floor and verified with the SAP
system quantities.

xiv. Monthly Independent Counts

Administration Controllers, finance staff or an independent person not involved in the warehouse
operations must perform monthly independent counts as per formula indicated in the Inventory Control
Work Instruction with a minimum of 100 materials per month.

The counts shall consist of a sample including floor to system, system to floor, cycle count samples of
counted documents of previous week/recounts, and samples of stock movements of current week
(Issues and receipts).

All final differences must be captured on the cycle counting system and must have the reference number
of the cycle count document on the independent count sheet.

During February each year the top 100 highest stock values must be counted.

Independent counts must be performed during each month on all SAP plants (maintenance and capital).
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xv. Inventory Maintenance and Preservation

Inventory items that need maintenance during storage must be identified by the End-User department
(maintenance or projects/engineering). Such maintenance must be scheduled and performed by the
End-User in co-operation with warehousing.

Inventory must be stored in their protective packaging and wrapping. Where such protective packaging
has to be removed for inspection, it must be replaced properly to ensure proper maintenance of item
quality.

Inventory that requires special storage conditions with respect to SHEQ requirements, temperature or
humidity control must be identified by the Materials Management Manager and End-User, and such
special conditions must be provided and maintained by stores management.

xvi. Quality Assurance

Appropriate procedures must be followed to ensure that goods received are of the required quality by
visual inspection. The stores function assumes responsibility for the maintenance of the physical
condition of inventory once in storage.

When required, and should the stores not have qualified and authorised personnel to conduct the quality
verification, the items must be placed in quality inspection or goods received into GR blocked stock
(Maintenance Materials and non-stock) until a specialist quality control function Quality officer and/or the
assigned End-User verifies the quality thereof. Quality variation must be dealt with by means of non-
conformance reporting and appropriate actions taken. This is the responsibility of the End-User and the
Contract Manager on site, and stores personnel, when material is in stores.

There must be a list of all appointed persons who perform quality inspections in the warehouse (name
and specimen signature).

xvii. Stores Administration

There must be full document control, and a reconciliation of all transactions posted the previous day on
the following day/next working day where the physical documents must be compared to SAP MB51
report.

A list of outstanding documents must be compiled, followed up and closed out where there are no
physical documents available during daily reconciliations.

All MB51 reports must be filed with the relevant physical documents and all attachments as per required
work instruction.

Records of all transactions shall be retained for the required document retention periods as prescribed
by Eskom policies and procedures.

xviii. Stores Administration: Month End Controls

• Month End Verifications (e.g. Petrol and Diesel Reconciliation (where applicable))

A copy of the month end petrol and diesel reconciliation shall be verified by the Administration
Controller to be retained and filed (where applicable).
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The daily petrol and diesel reconciliations must be filed with the Warehouse Supervisor (Issuing)
and the month end reconciliations shall be batched and handed over to the Administration
Controller.

• The Administration Controller must forward the following documentation to the Finance Department
after each month end closure:

Cycle count adjustments letter (240-58971900) (Admin Controller) GL 283000: At month end all
adjustments (Tx 701/702) must be consolidated on a cycle count adjustment letter (240-58971900)
and signed off and forwarded to the Finance Department for final reconciliation;

Scrap write-off letter (Admin Controller) GL 403000: At month end all scrap write-offs "Tx 551" must
be consolidated on a scrap write-off letter (240-58972459) and a copy of the scrap authorisation
form (240-58972386), with a copy of the MB51 must be forwarded to the Finance Department for
final reconciliation.

The Inventory Accountant is accountable for the final reconciliation of the 403000/283000 account,

xix. Scrap Contract Management (where Warehouse is accountable for managing the Scrap Contract)

At least once a month, all weighbridge tickets must be consolidated and each category must be
captured on a spreadsheet indicating quantities collected, contract price, total money owed, and
thereafter must be forwarded to the Finance Department to capture on the debtors account.

A copy of the reconciliation must be retained and annually handed over to the Document Controller
to be filed and stored.

xx. Consignment Stock Check: (Administration Controller)

The Administration Controllers must check whether the assigned Materials Management Contracts
Supervisor has performed and signed the monthly stock check which was verified with the supplier
and if the invoice (copy) was verified to the corresponding issue transactions.

The Administration Controller must check that the monthly physical stock count between the MM
Contract Supervisor and the supplier was performed correctly and signed off by both parties.

xxi. Incomplete Stock Transfers

The Administration Controller must draw the MC.1 daily check transfer values in blank slots, and
must further report transfers outstanding to receiving to MRP Controllers and the receiving
Warehouse Supervisor to action and close out.

xxii. Bulk Stock Reconciliations

All unused bulk stock issued out in the month must be returned to stock prior to month end and
issued out on the first working day of the new month.

xxiii. Manage Repairs

This includes monitoring and maintaining the movement, where necessary, repair, replacement or
disposal of capital spares and ratable stock items, applicable only for items that were drawn from
the store.

All damaged items must as far as possible be returned to the warehouse for control and
administration purposes. The same quantity that was drawn from the NEW or REPAIRED
valuations must be returned on the DAMAGED valuation to the warehouse.
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• Roles and Responsibilities:

The End User / MRP Controller must create a M310 to return damage material to the store (on
SAP system and physically);

The RF/MRP controller creates a repair order for the damaged item to be repaired (M320-PM01/3,
CO-production order or sub-contract order);

The RF/MRP controller must update the Damaged Materials tracking file and refurbishment control
form;

The RF/MRP controller must perform a settlement run after receipt of physical items and repair
order invoice;

Daily/monthly reporting and controls for Repairable Materials must be in place.

xxiv. Daily and Month End Controls

• Daily Tracking Controls of Materials:

Draw a MB51 stock movement report daily on all Tx 261,262,101-199 (Stock) and for non-stock via
MB51;

Compare non-stock purchase order receipts (for repairs and services) with the ZPM050 report;

Capture all movement information firstly on the RF damaged daily tracking report for damaged and
completed damaged materials; and

All PM tracking information must then be incorporated into a daily refurbishment control form which
must be updated and maintained.

xxv. Monthly Verification of Damaged and Scrap Valuation Types with Stock-on-Hand Quantities

A report (MB52/ZL93 ) on all Damaged and Scrap Rotable materials must be drawn on the last working
day of the month and a physical count must be done by RF Controllers to verify that all damaged/scrap
items listed with an on-hand quantity is physically in the warehouse. Differences must be noted,
investigated and corrected by RF Controller.
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xxvi. Materials for Repairs - Month End Reconciliation:

• Draw the SAP IW39 report on all valuation types (populate your own variant indicating system
status);

• Draw the SAP ZPM050 open purchase order report;

• Combine all the IW39 / ZPM050 reports into one spread sheet;

• Comment on all the material numbers statuses where there are no work orders, requisitions or
purchase orders;

• The Inventory Accountant must reconcile the GL 315001 to the 890000 and 30000 to 895000;

• All scrap and damaged valuation types must be revaluated as per the Finance procedures for
Inventory Accountants, for all repaired items received back into warehouse monthly;

• All costs that originated from RF material that default to GL 231000 and 231100 must as far possible
be appropriated back to the stock account 300000 and only in exceptional cases may be allocated
to cost centres.

xxvii. Key Performance Indicators

The main key performance indicators are:

• Stock accuracy;

• Absolute value of stock adjustments per month compared to stock value;

• Adjustment/ write-offs as per Delegation of Authority;

• Reservations with insufficient stock;

• Cycle counting past due.

xxviii. Haulage

Eskom's warehouse-owned internal haulage must be utilised first and as optimally as possible.

All 3PL haulage of less than 32 tons must be transported by Eskom's local subsidiary, Rotran.

Outbound transport must be sourced via a transport requisition process, via the local procurement
department.
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xxix. Periodic Reviews (Obsolete. Excess and Slow Moving Stock)

Periodic reviews of slow moving and dead stock must be performed by a cross functional team at least
once per annum (made up of Finance, Disposal, Warehousing, Materials Management and Technical
functionaries).

xxx. Document Control in the Warehouse

The Documentation Controller(s) must be appointed by the Management System Owner or functionally
responsible manager using the Appointment Letter for Document Controllers (240-53519752) who will
then become responsible to ensure the correct implementation of the procedure below including:

• The provision of administrative support during the document and record management lifecycle (i.e.
registration, review and authorisation, publication, archiving and disposal);

• Reporting on document controls including draft document status, redundant documents, templates,
adherence to procedure, training and other document and record management related issues;

• Ensuring that all documentation that flows through the warehouse is easily accessible on request;

• Ensuring that all documentation is centrally stored and can be referenced if not stored at the
different sections;

• Ensuring that documents do not duplicate an existing document's purpose and content;

• Ensuring the use of the correct templates and that layout requirements are met; and

• Ensuring that original documents are not removed from completed files after they have been
checked and documented

All documentation filed in the warehouse must be referenced and captured in a document / records
register for traceability and accountability. The appointed document controller must maintain a document
/ records register.

3.12 Investment Recovery (Disposals)

3.12.1 Request to Sell Moveable Goods or Assets within or Outside of Eskom

The following functionaries are responsible for the identification of moveable assets or goods for
disposal:

Materials Management (Warehouse Managers), for excess, obsolescence or redundant stock items;

• Fleet Management for the disposal of vehicles and associated equipment;

Project Managers, engineers and on-site technical specialists for decommissioned assets; and

Cost Centre Managers for ad hoc decisions to dispose of items.

During the identification process, consideration must be given to options for the transfer or usage of
assets / goods within Eskom, before embarking on a process of disposal.

The sale of an Eskom asset must not be performed by the asset owner. All disposals must be handled
by an appointed Disposal Officer within Group Technology and Commercial. Disposal Officers are
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responsible for the administration of the disposal process in accordance with Group Commercial policies
and procedures for disposals, compiling the disposal enquiry, requesting and evaluating tenders,
negotiating against mandated parameters, and making recommendations to a Delegated Approval
Authority. All requests for the disposal of moveable assets and goods must be documented on an AM-
107 form and e-mailed to: lnvestmentRecoverv(5)eskom.co.za.

Disposal transactions are not subject to the provisions of the PPPFA Framework.

3.12.2 Disposal Strategy

For various reasons, assets and goods in excess of Eskom's needs become available. The Division or
BU owning the assets/goods must decide whether such goods or assets will be disposed of and
complete the required documents (AM-107) which must be duly approved.

The centralised Investment Recovery Department within the Group Technology and Commercial has
researched a number of key commodity disposal strategies based on best practice for purposes of
standardisation and consolidation. These commodities were decided upon both by looking at the income
generated or by the regularity and risk of the commodity. The Investment Recovery Department
analyses and influences the strategy of investment recovery based on the manufacture, material
components, potential markets, risks and best value contracting. Approved disposal strategies must be
utilised in the disposal of identified commodities.

At times, customers such as businesses or municipalities approach Eskom to assist them by lending or
supplying assets or goods needed to restore power supply during emergency situations. Where possible,
without jeopardising Eskom's service, such assistance may be rendered by selling, not lending, available
stock to such customers.

Eskom is continuously approached by organizations, individuals (including Eskom staff) and charities
regarding the issue of sponsorships and donations and/or the sale and disposal of Eskom's moveable
assets. All disposals must be managed on a commercial basis and no distinction is made between
selling to internal staff or to external parties.

The Investment Recovery Manager will manage and control the updating and accuracy of the supplier
database for disposal contractors.

Formally approved strategies are required for all disposals with an estimated sale value of R10m or
more. Strategies are not required for disposals with an estimated sale value not exceeding R10m.

3.12.3 Requesting Permission to Enter into a Disposal Agreement

Procurement Practitioners and Disposal Officers may be granted personal delegations of authority based
on the outcome of assessment and accreditation, granted by the Group Executive: Technology and
Commercial for the approval of entering into disposal agreements, via dual or triple adjudication. All
disposal agreements estimated to exceed the value for triple adjudication must be made to a delegated
procurement / tender committee.

Permission to enter into a disposal agreement must be requested via a Commercial Transaction
Approval Form.

The determination of the appropriate Delegated Approval Authority is based on the value of the sale
/disposal agreement, generally based on the highest price obtainable.

A fair market price, rather than book value or system average price, must be obtained for any goods or
assets sold, in order to establish a benchmark against the sale price obtained. Notwithstanding this, the
book value or the system average price may be used to benchmark the derivation of the fair market
price. This also holds true for obsolete and scrapped items. Where the expertise to establish a market
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price is not available within the selling Division or BU, expert advice must be obtained and, where
necessary, paid for.

The request to enter into a disposal agreement must detail the disposal mechanism selected to sell or
dispose of the assets or goods and provide detail of the sale price, benchmarked against a market or fair
price.

3.12.4 Disposal Mechanisms

There are 5 (five) mechanisms that may be used for the disposal of moveable assets or goods. The
appropriate disposal method selected will be determined depending on the requirement as specified by
the initiator of the disposal request (asset owner) and the recommendation of the Disposal Officer, based
on an analysis of the assets or goods to be disposed, the relevant market, and any approved strategy.

Disposals mechanisms of auctions and tenders may be supported electronically via a dedicated website
enabling e-auction or e-tendering.

3.12.4.1 Emergency Disposal

The same principles and procedures applicable to emergency procurement, as set out in Section 3.5.2
will also be applied to emergency disposals.

3.12.4.2 Transfers

Transfer of functional or useable assets to other Eskom BUs at cost is the most favourable option, which
results in the maximum benefit to Eskom.

NOTE: The transport is arranged and paid for by the new asset owner.

3.12.4.3 Auctions (Traditional and e-Auctions)

Traditional auctions must be performed by competent and trained auctioneers. The use of an approved
e-Auction technology may also be used. The Disposal Officer will select the most suitable type of auction
method based on the commodity, and the estimated value of the disposal.

3.12.4.4 Negotiations (Sale Out Of Hand)

Negotiations are normally used for a sole buyer situation or when the market price for the assets or
goods is known. An independent evaluator may be used to determine the market price. This mandate to
negotiate must be approved by the appropriate Delegated Approval Authority prior to commencement of
negotiations.

3.12.4.5 Cash and Carry

Depending on the quantity and value of the goods involved it may be recommended to have a "Tag Sale"
or otherwise referred to as a "cash and carry" sale. In this case, the Disposal Officer sets the prices for
each item and tags the goods with the price. Again, proper advertising and prior viewing time is allowed
to achieve the best results. Proper control measures need to be implemented to handle crowd control,
security, as well as payment facilities and removal of goods. This process would normally be on a first
come first served basis and where the quantity of items and storage space is limited.
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3.12.4.6 Tender

An invitation to tender is issued to all potential buyers (dealers in the second hand market), but
preferably those listed on the supplier database contained within the Investment Recovery Department
within Group Technology and Commercial. The Disposal Officer endeavours to support and give
preference to suppliers according to the Hierarchy of Supplier Preference. The Disposal Officer also
liaises with the SD&L function to determine if opportunities exist for industrialisation, skills development
and job creation, for all disposals greater than R10m in value.

The process for the issue, receipt, evaluation and award of a tender is the same process as applicable to
the procurement of assets, goods or services, with the exception of the applicability of the PPPFA.

Responsive tenders are evaluated and adjudicated. A reserve price may be used where a specific
minimum sale price is required. The issuing, receiving and evaluation of formal and informal tenders are
administered in the same manner as that for tenders for the procurement of assets, goods and services.
Criteria for evaluation may include the adherence to all prescribed legislative requirements, compliance
with SHEQ requirements, and a contractor's B-BBEE status. The highest priced tender is generally
accepted in the absence of any other stipulated criteria for evaluation.

All tenders must be issued, received, administered and evaluated in accordance with the same principles
and processes as that required for the procurement of assets, goods and services.

3.12.5 Compliance with Environmental and other Prescribed Legislation

Disposals in whatever form occur at the end of a product life-cycle or usefulness, meaning that it
generally has an environmental impact. With the stringent legislation and worldwide focus on carbon
footprint reduction, it is imperative to build good environmental practices into disposal processes and still
do so economically. The recognised best practice principle of Reuse, Recycle and Reduce must be
factored into each disposal decision bearing in mind the different rules for each constituent material e.g.
asbestos or oil.

The disposal of assets and goods via sales are regulated by the Consumer Protection Act 68 of 2008.
The Consumer Protection Act requires that Eskom fully describes the assets or goods to be sold to the
potential vendor/buyer who is deemed to be a consumer, for purposes of the Act. This legislative
obligation remains despite all sales being declared "voetstoots" (as is). All tenders / enquiries and
subsequent disposal agreements must address the legislative obligations of the Consumer Protection
Act, to the extent applicable.

3.12.6 Donations

All donations must be managed in terms of Eskom's policy on donations contained in Policy 32-161
(Eskom Development Foundation Policy).

The Eskom Development Fund (ESDEF) donation committee may approve donations from Eskom
and/or any of its subsidiaries of fixed and movable assets to registered non-profit organizations,
preferably with welfare, education or training objectives.

Eskom BUs may donate up to the maximum value stipulated in the Donations Policy from their budgets.
However these donations cannot be claimed from ESDEF. All other donations should be evaluated
through the relevant ESDEF committees.

3.12.7 Non-Ferrous Metal (Copper, Aluminium)

All disposals of non-ferrous metals must, without exception, be executed through Framework
Agreements, that must be put in place by the Investment Recovery Department. Any additional mandate
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to dispose of any non-ferrous metals outside of the applicable Framework Agreement must be motivated
to and obtained in writing from the GM (Supply Chain Operations).

The following services must form part of the scope of the framework agreement, with the proviso that a
BU may opt to deliver the material to the contractor:

Collection from stores;

Collection from sub-stations and constructions camps;

Dismantling of disused lines; and

Collections from re-conductoring projects.

These disposal services are approved by the relevant Delegated Approval Authority at contract award,
and managed by the Middle Manager: Investment Recovery within Group Technology and Commercial.
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Appendix A: Procurement Delegations of Authority (Strategy Approval and / or approval
for Procurement / Disposals)

Powers/Authority

General procurement strategy
(multiple phases and packages)

Procurement-related
policies and procedures

Procurement strategy for
specific transactions from
R750m up to Investment
decision or Budget

Procurement strategy for
specific transactions from
R300m up to R750m

Procurement strategy for specific
transactions >R10m and up to
R300m

Approval
Authoritv

3oard of Directors Tender
Committee

CE after consultation with EXCO

Board of Directors Tender
Committee

CE after consultation with EXCO

Within limits of dual and triple
adjudication as prescribed for
strategies (3.1.7 of this
Procedure)

Recommends

CE after consultation with
EXCOr

GE Commercial and Technology

ICAS

Procuring EXCO member in
consultation with GM:
Commercial

Relevant Procurement
Practitioner

1 Within Eskom this CE delegation is generally further delegated to the EXCO Procurement Sub-Committee (EXCOPS), which is
a sub-committee of the EXCO.
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Acquisition and disposal ot movable and immovable property, operational expenditure
ana the provision and acquisition of services

Dual and Triple Adjudication Authority

Powers/Authority

Transactions up to R1m
(maximum one year ) -
dual adjudication

Transactions up to R5 m for
max two years (triple
adjudication)

Transactions up to R50m
for max three years (Exco
dual adjudication)

Transactions up to R100m
for a maximum period of
three years (EXCO triple
adjudication)

Approval

Authority

Accredited Procurement
Practitioner (G14 and above)

Accredited Commercial or
Non-Commercial E-Band
Manager

Co-approval by 2 EXCO members
(excluding procuring EXCO
member) (where an OU has a
second MANCO Member, co-
approval shall be by that
MANCO member).

Co-approval by CE or FD, GE:
Group Technology &
Commercial, and one other
EXCO Member.

Recommends /Supports

Accredited
Procurement
Practitioner

Accredited Procurement
Practitioner (Recommends)

Accredited Procurement
Practitioner G14 and above
(Supports)

Procurement Executive
Manager / FD/GE/DE

Procurement Executive
Manager

Tender Committees

Transactions up to R50m for
max five years

Transactions up to R100m for
max ten years

Transactions up to R300m for
max ten years

Transactions up to R750m max
10 years

Transactions up to Investment
Decision or budget (if no
investment required)

Regional or Site based
procurement committees
established by GE/DE/FD

Corporate Opex and Capex
Procurement Committees

CE in consultation with EXCO

Board of Directors I ender
Committee

Procurement Manager

Commercial Senior Manager
(minimum level)

General Manager: Commercial
(minimum level), in consultation
with the relevant Commercial
Senior Manager

EXCO Procurement Sub-
Committee or GE Technology &
Commercial
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Land & Rights: Acquisition and disposal of Land & Rights related to the build programme and
infrastructure development

Transactions up to R50k
indefinite period (dual
adjudication)

Transactions from R50k to
R250k indefinite period (Triple
adjudication)

Transactions up to R300m

Transactions up to R750m

Transactions up to Investment
decision/budget

Land and Rights Development
Manager

Commercial Senior
Manager

Centralised Land

& Rights Committee

CE in consultation with EXCO

Board of Directors Tender

Committee

Land and Rights Practitioner

Land and Rights Practitioner
and Land and Rights
Development Manager

FD/GE/DE

Commercial Senior Manager

CE in consultation with EXCO

Land & Rights: Acquisition and disposal of Land & Rights, Commercial Property, Leasing of
property

Up to 300m

Up to R750m

Up to Investment
decision/budget

Corporate Properties
Committee

CE in consultation with EXCO

Board of Directors I ender
Committee

FD/GE/DE

Corporate Properties
Committee

CE in consultation with

EXCO

Specific Procurement

Gx/Tx/Dx
up to R300m for Opex in relation
to spares or maintenance
provided it is in line with
approved budget

Coal
Approval of colliery capital,
budgets, colliery technical
and mining plans, and
provision accounts of
existing cost plus coal
contracts

Co-approval by CE, FD and
relevant GE.

Co-approval by CE , FD, and
GE (Group Technology &
Commercial)

Relevant Commercial Middle
Manager and Commercial Senior
Manager

Relevant Commercial Senior
Manager or DE: Primary Energy
Division

CONDITIONS:

• The commercial processes should be fair, equitable, transparent, competitive and cost effective. All
authority set out herein can only be exercised after an appropriate procurement process has been
executed by a Procurement Practitioner assigned by Group Commercial.

> The Technology and Commercial Group is responsible for the procurement process and execution.
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• All sole source mandate approvals exceeding R5m and/or 2 years, condonation, ratification and
modifications exceeding 20% in terms of time / value (where the original approval was granted
within dual/ triple adjudication) must be approved by the appropriate procurement committees and
reported to the EXCOPS if within the Group/Divisions. All sole source motivations must be reviewed
by the SD&L department.

• Proof that the expenditure is budgeted for or approved must accompany the recommendation for
approval.

• All procurement is subject to alignment within the Corporate Plan targets, or any procurement
framework developed by the GE: Technology and Commercial.

• All disposals must be executed via an authorised representative of the Investment Recovery
Department and all disposals of fixed assets must be reported to EXCO and Board.

• With regard to appointment of strategic / management consultants, the Internal Consulting
department must be consulted prior to any appointment and ensure that empowerment and
transformation is taken into account.

• Regional or Site Tender Committee means a committee established to enable procurement within a
Group/Division by the CE/FD/GE/DE consisting of at least three members, collectively with
technical, commercial and finance representatives/skills, to approve procurement for a site/BU (Site
Committee) or across sites (Regional Committees) and must include a representative from the
Commercial function and take into account equity and transformation in its composition.

• Corporate OPEX or CAPEX Procurement Committee means a committee established at head office
by the GE (Technology and Commercial) for procurement matters.

• The Board IFC and BTC are authorised to delegate any higher authority to EXCO or management in
this regard.

• Auditor fees must be approved by the Audit and Risk Committee subject to the approved budget.

• For all transactions within Dual and Triple Adjudication:

It must be reported to the PTC authorised to deal with that level of decision for oversight;

Transactions trends must be analyzed and investigated by Group Commercial Risk & Governance to
identify and manage risks and compliance on transactions up to R5m.

• All transactions to procurement committees below the EXCOPS must be reported to the next level
committee for oversight.

• Project Sourcing and Commodity Sourcing commercial strategies must be submitted to the relevant
committees as whole for the project and not the individual packages.

• Commercial strategies for capital expenditure should be presented to relevant committees before
ERA (after DRA) approval to ensure pro-active inputs by the relevant committees before the final
investment decisions.

• All procurement decisions must be reported to the next level of committee for information.

• With regard to all disposal of Land & Rights and Commercial Property :
The GE Commercial and Technology and FD must be consulted before submission to the
Board/Board IFC for approval

It must be recommended by the Land and Rights Committee.
For all Lands & Rights transactions a Registered Valuer and Quantity Surveyor must be consulted
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- All transactions within dual and triple adjudication must be reported to the Lands & Rights
Committee for oversight.

The CE must be consulted prior to the disposal of any immovable property.

Any overlap between Land & Rights & Properties will be addressed by the CE in terms of their
mandates.
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Appendix B: Delegated Signing Authorities (for contracts)

Approval Authority

Board of Directors

Board of Directors Tender Committee

Executive Committee

EXCO Procurement Sub-Committee

Head Office and Site PTCs

Triple Adjudication

Dual Adjudication

Non-Buyers (LPOs)

Signing Authority

Group Executive; may nominate a Divisional
Executive, SGM or GM

Group Executive; may nominate a Divisional
Executive, SGM or GM

Divisional Executive; may nominate a SGM
orGM

Divisional Executive; may nominate an SGM,
GM or E-Band Manager

E-Band Manager

Middle Manager (M17/M18)

Manager (G14 and above)

Cost centre managers
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Appendix C: PPPFA Framework

1 Acceptable / Responsive Tender

1. Basic Compliance with terms and conditions of tender

2. No. of tenders submitted (main vs. alternative; later v earlier, etc.)

3. Complete copy submitted for evaluation

4. Mandatory Returnables to evaluate Special Conditions,
Thresholds and Apply Preference Points System

5. Authorised Tender

6. DOIs Verified

ACCEPTABLE/RESPONSIVE TENDER PROCEEDS TO EVALUATON OF SPECIAL CONDITIONS
AS PRE-QUALIFICATION GATEKEEPER

NON-RESPONSIVE / UNACCEPTABLE TENDERS DISQUALIFIED

2 Specific Goals as Special Conditions of Tender (Gate-keeper to Threshold Evaluation)

7. Evaluate against stated pre-qualification criteria

8. Eliminate non-compliant tenders

ONLY SUPPLIERS MEETING SPECIAL CONDITIONS OF TENDER QUALIFY FOR THRESHOLD
EVALUATION

3 Thresholds (Functionality, Local Content -Designated Sectors)

9. Non-negotiable criteria - Functionality

10. Apply all or nothing principle re: SHEQ

11. Apply penalty principle to technical requirements

12. Local Content Threshold (if applicable)

NON-NEGOTIABLE REQUIREMENTS MET - PROCEED TO 80/20 OR 90/10 EVALUATION

DISQUALIFY IF FAIL TO MEET THRESHOLD/S

4

5

Preference Points System

13. Derive Evaluation Price -adjusted for arithmetical errors, VAT, all
applicable taxes, CPA and unconditional discounts (refer to
Calculation Sheet)

14. Apply Prescribed Formula and Determine points for Price

15. Add points for BBBEE as per prescribed table

16. Total points

17. Derive Ranking (Highest Ranked to Lowest Ranked)

Scoring and Ranking

SUPPLIERS SCORED AND RANKED AGAINST TOTAL POINTS - SHORT LIST FOR
NEGOTIATIONS

6 (Negotiate) - Not Mandatory

18. Must be provided for in the tender
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19. Short-list in terms of provisions set out in the tender

20. Set objectives and parameters

21. Obtain mandate to negotiate

22. Derive Negotiated Outcome

DERIVE SHORT LIST POST NEGOTIATIONS

7 Apply Objective Criteria and Specific Goals - Short Listed Suppliers Only who are
Eligible for Contract Award

23. Legal Compliance (Tax clearance, CIDB, PAYE, COIDA, etc.)

24. Financial Viability (Financial Statements)

25. Specific Goals

26. Contract Terms and Conditions

27. Registered (Eskom Supplier Database)

DETERMINE SUCCESSFUL SUPPLIER/S

8 Award

28. To highest ranked

29. Not to the highest ranked if highest ranked fails to meet
negotiation parameters and/or one or more objective criteria -
award to the next highest ranked supplier meeting all negotiation
objectives and all objective criteria

DESIGNATED SECTORS:

The following industries, sectors and sub-sectors have so far been designated for local
production with minimum local content thresholds from the Department of Trade and Industry
(DTI).

|

Industry/sector/sub-secti
Buses (Bus Body)
Textile, Clothing, Leather and
Footwear
Steel Power Pylons
Canned / Processed Vegetables
Pharmaceutical Products: OSD
Tender
Rail Rolling Stock mmmmm

Set Top Boxes (STB) ^ H H I
Furniture Products '""*"-•" •

o Office Furniture
o School Furniture
o Base and Mattress

Valves
Manual and pneumatic actuators
Electrical and telecommunication
cables
Components of solar water heaters

Minimum threshold for local content]
80% j

100%

100%

80%

70% (volumes

65%

30%

85%
100%
90%

70%

70%

70%

70%
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Appendix D: High Risk SHE Categories

High Risk

1. Construction

• Construction Work

• Installation of
equipment e.g.
Transformer

• Outage work

• Working at heights

• Demolition Work

• Excavation work

• Blasting

• Scaffolding

• Building and
modification of
infrastructure

• Lifting equipment

• Support work

• Tunneling work

• Batch plant

• Explosive power
tools

• Civil work

2. Maintenance work
involving:

• Live lines

• Ashing or
emergency ashing

Medium Risk

1. Maintenance

• Vehicle
maintenance

2. Transportation

• Medical waste
transportation

3. Services

• Emergency
services

• Technical
consulting

Low Risk

1. Low risk (includes
work not
conducted at
heights)

• Labour broking or
providing personnel
(admin/office)
based

• Cleaning services
(not conducted at
heights)

• Gardening or
Landscaping

• Supplying and
maintenance of
electronic
equipment (iPads,
phones, computers,
laptops, screens)

2. Manufacturing,
Product Supply
and Delivery

• Consumables and
othermiscellaneous
items

• Non-hazardous
waste
transportation

3. Services

• Consulting and
Auditing (admin
based)

• Training

Other

1. Services

• Private
electrical
generation

• Externally
funded
projects
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• Coal lashing

• PF Leaks

• Boiler maintenance

• Transformer
maintenance

• Electrical switching

• Crane operation

• Sandblasting

3. Transportation:

• Employee
transportation

• Coal transportation

• HAZ Chemical and
dangerous goods
transportation

• Equipment
transportation

• Driving

• Heavy duty
transport and
rigging

4. Manufacturing:
Product Supply
and Delivery

• Conductors,

• Scaffolding,

• MV motors,

• Handling of
Transmission
/Distribution poles,

• Electricity

Event management
(performing
structural erection)
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5. Services

• Security

• Consulting (not
office-based) i.e.
engineers working
on site or individuals
having access to
site

6. Vegetation
Management

• Tree felling
• Bush clearing

7. Other works, e.g.

• Diving or where
work is executed
in/on /around water
and the risk of
drowning exists

• Working at ash
dams

• Working with
asbestos material

Non-negotiable minimum requirements that must be requested from suppliers participating in a
tender or negotiations (no prior tendering)

High Risk

• A baseline Risk
assessment

• Health and Safety
costing

• Competency
• Acknowledgement

for Eskom's rules &

Medium Risk

• A baseline Risk
assessment

• H&S costing
• Competency
• Acknowledgement

for Eskom's rules &
requirements

Low Risk

• Risk assessment
• Acknowledgement

for Eskom's rules &
requirements

• SHE Plan
• Valid Letter of Good

Standing

Other

• As per the risk
assessment

• Eskom's SHE
specification
provided to the
supplier.

• Acknowledgement
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requirements
. SHE Plan
• Valid Letter of Good

Standing
• Medical certificates
• Performance

Records
• SHE policy

• SHE Plan
• Valid Letter of Good

Standing
• Medical certificates
• SHE policy

• SHE policy for Eskom's rules &
requirements

• SHE Plan
• Applicable

Compensation
Cover (Good
Standing)

Requirements

1. Acknowledgement for
Eskom's rules &
requirements

2. SHE Plan

3. Valid Letter of Good
Standing

4. Medical

5. Performance records

6. Competency

7. Costing for SHE

Details

Ensure that all applicable rules and requirements are referenced in
this form in order for the supplier to acknowledge and comply with.
Ensure that this completed form is included in the enquiry
procurement package. To be signed and submitted by the supplier.

The applicable contract-specific/scope-of-work-specific SHE
requirements that will be complied with and managed by the
supplier. Note to Eskom SHE functionary performing the SHE tender
evaluation -the SHE requirements must be scope-of-work-specific.

Registration with the Compensation Commissioner (COID) or a
licensed mutual company or an equivalent thereof (for international
suppliers)

Conducted in relation to the individual's man-job specifications and
the health risk assessment for each employee (including temporary /
casual and labour broker persons).

Occupational Health and Safety performance records for the past 3
years (fatalities and lost-time injuries)

Do employees have the appropriate qualifications and experience
for performing the assigned tasks?

Has the supplier submitted costing for SHE
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Appendix E: Application of SD&L as Specific Goals and Objective
Criteria

Developmental
Objective
Development of EMEs -
Targeted procurement
(Transactions below
R30K)

Development of EMEs -
Targeted procurement
(Transactions from
R30K up to R1 million)

Targeted procurement
(all transactions above
R1 million)

Skills development

Skills development

Local content or
Production (self-
designation)

Local content or
Production (Non-
Designated sectors /

Mechanism for
achievement
Supplier list enabling
closed tender
mechanism from a pre-
qualified list of suppliers
on the Eskom Supplier
Database
Closed tender
mechanism whereby a
minimum of 3 quotes
are obtained from a pre-
qualified list of suppliers
or from an appropriately
segmented supplier
database

Establishment of Panels

Skills development
targets applied for
project related activities
(CIBD)
SD&L Matrix

Ensure compliance with
prescripts from Dti and
NT on self-designation

May include targets for
non-designated sectors
(not applied as part of a

Evaluation criteria
element
BBBEE (criteria for
evaluation)

BBBEE (criteria for
evaluation)

Special conditions of
tender or objective
criteria supported by
approved sourcing
strategy

Included in Functionality
threshold

Suppliers to propose as
part of objective criteria

Threshold as per
approved prescripts of
Dti and NT

Objective criteria
supported by approved
sourcing strategy

Evaluation criteria
process
Hierarchy of Supplier
Preference on a rotation
basis

Hierarchy of Supplier
Preference on a rotation
basis
Points allocated for
BBBEE as part of the
preference points
system

i) Declaration for
support for SD&L to
be completed at
Phase 1 of the
process (pre-
qualification)

ii) SD&L matrix to be
completed at 2nd

phase of process
(task order process)

iii) Targets become
contractual
obligations

Included in Functionality
Required for threshold
evaluation point scoring

Required as evidence of
objective criteria that will
convert to contractual
obligation
Included in Local
Content/production
evaluation - Required
for threshold evaluation
point scoring
SD&L Matrix to be
completed and target
proposed will become
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commodities)

Job creation

Developmental spend

Functionality: support
geographical location

Supplier Development/
Enterprise Development

Foreign imports

threshold)

Job creation declaration

Determination of
opportunity for 2nd tier
developmental spend
across:
Procurement from LBS,
BWO, SBE
Based on unbundled of
scope of work packages

Geographical location or
proximity to site as an
objective criterion if
speed of service and /or
development of the local
community where the
project is located
Pre- and post contractor
support mechanism
outside of the evaluation
process.
Measurable once sector
and industry analysis is
complete.
Negotiation and
contractual obligation,
however measureable
once sector and
commodity analysis is
done

Objective criteria or
special condition of
tender

i) Objective Criteria
or Special condition
of Tender

ii) Application without
thresholds or
evaluation criteria

Special condition of
tender or objective
criterion supported by
approved sourcing
strategy.

Objective criteria or
special condition of
tender supported by
approved sourcing
strategy.

Special condition of
tender/ objective criteria

contractual obligation

Inclusion of job creation
declaration to be
completed. Target
proposed will become
contractual obligation
Inclusion of sub-
contracting (SD&L
Matrix) to be completed
as a tender returnable.
Target proposed will
become contractual
obligation

Included in
Functionality. Required
for threshold evaluation
point scoring

Inclusion of supplier
development
declaration to be
completed as a tender
returnable. Target
proposed will become
contractual obligation.
Localisation of portion of
scope declaration to be
completed. Target
proposed will become
contractual obligation.
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Appendix F: Front-end Planning

Improved integration of SD&L, SD, Technology and
the Sourcing Functions will be required to strengthen
Front-End Planning

©€skom

Coma
O n *
Cl—irn
• •0*1

•ntoo

CtSMOTSJ

>n
• « • • •

arm

EMCuBeci lupport

MoMtanng & ««portni

tuppMOmtopmnt

Ttoftnong) FuneUon

Procurement

lupf>;«f v jn tgen tn t

Strattgf A Pan rung

twariKm tuppoct

MOMotWf) I RtpOffni

luppUW DtVOOpOMXt

T«c"noK>9j FuncDoo

ProctKKiwnt

I

A

*

A

A

A

A A

A

A A

A

A

A

1 I J J I J

Integrated Crott Functional tu rn mth i ttrong foou* on Frent-
En6-PlOTMtg I9»^>'-: »'-: tucpty anMyM AND industry / M O O T /

oomrooity •rxjtyju

i 1 r "r •! - - | '

CONTROLLED DISCLOSURE
When downloaded from the EDS database, this document is uncontrolled and the responsibility rests with the user to ensure it

is in line with the authorized version on the database.

JAM-259



210

(D €skom Standard

Title: Probity Check Standard Document Identifier: 240-132328517

Alternative Reference
Number:

Area of Applicability: Eskom Holdings SOC Ltd

Functional Area: Assurance and Forensic

Revision: 1.0

Total Pages: 16

Next Review Date: September 2020

Disclosure
Classification:

Controlled Disclosure

Compiled by Functional i>ility Authorized by

Isuian Bhowani

Senior Manager Auditing

Date: 7

Senior-General Manager

Assurance & Forensic

Date:

S Maritz

Interim Group Chief

Executive Eskom

Holdings SOC Ltd

Date: /*

32-4 Rev 6 Document Template

JAM-260



Probity Check Standard Unique Identifier: 240-132328517211

Revision: 1.0

Page: 2 of 16

Content

Page

1. Introduction 3

2. Supporting Clauses 3
2.1 Scope 3

2.1.1 Objective 3
2.1.2 Applicability 4
2.1.3 Probity Data Check Process Overview 4

2.2 Normative/Informative References 5
2.2.1 Normative 5
2.2.2 Informative 6

2.3 Definitions 7
2.4 Abbreviations 9
2.5 Roles and Responsibilities 10
2.6 Process for Monitoring 10
2.7 Related/Supporting Documents 11

3. Scope of Probity checks 11

4. Boundaries, limitations and disclaimers on Probity Checks 12

5. Probity check process overview 12
5.1 Probity check requirement 12

5.2 The Probity Check Operational Guideline 13

6. Documentation management and retention (PoPi requirement) 14

7. Templates to be updated/compiled 14

8. Process Flow Diagrams 14
8.1 Probity Check Process Overview 14

8.2 Probity Check Value chain 15

9. Acceptance 16

10. Revisions 16

11. Development Team 16

CONTROLLED DISCLOSURE
When downloaded from the document management system, this document is uncontrolled and the responsibility rests

with the user to ensure it is in line with the authorised version on the system.
No part of this document may be reproduced without the expressed consent of the copyright holder, Eskom Holdings

SOC Ltd. Rea No 2002/015527/30

JAM-261



Probity Check Standard Unique: 240-132328517 2 1 2Unique:

Revision:

Paae:

240-132328517
1.0

3 of 16

1. Introduction

In terms of sections 2, 75 and 76 the Companies Act 71 of 2008 (the "Companies Act"),
50(3) of the Public Finance Management Act, 1 of 1999 (the "PFMA") and the King IV Report
on Corporate Governance for South Africa, 2016 ("King IV"), it is expected that directors and
employees of a company perform their duties in a fair, ethical and unbiased manner. Their
decisions should not be influenced by personal gain or interests.

Additionally, Eskom is required in terms of section 217 of the Constitution Act, 108 of 1996
(the "Constitution") and section 51(1)(iii) of the PFMA to have "an appropriate procurement
and provisioning system which is fair, equitable, transparent, competitive and cost-effective".

In order to ensure and manage full adherence to the legislative provisions above and the
principles of the King IV Report, all potential conflicts of interests must be declared by
suppliers and employees in the prescribed manner. Such declared interests must then be
assessed to ensure that they do not prejudice the procurement process or negatively
influence it in any manner.

For this reason, ongoing Probity Checks and other related reviews, as determined by the
Chief Audit Executive will be conducted, to identify and report potential conflicts of interests
and other risks throughout the Eskom procurement value chain. It is the responsibility of the
Executive and Board to manage all known conflicts of interest including those reported by
the Chief Audit Executive through this process.

2. Supporting Clauses

2.1 Scope

2.1.1 Objective

To prescribe the scope and processes to be followed in conducting probity checks including
other related legally recognized reviews within Eskom Holdings SOC Ltd and its wholly
owned subsidiaries.

Probity Checks process refers to the act of examining the personal and business
relationships of a person (natural or juristic) in order to ascertain their ability and standing (in
fact and appearance) to carry out the required duties and responsibilities fairly and without
prejudice. The intention is to identify possible conflicts of interest and validate declared
interests which may be perceived to lead to conflict, thus negatively impacting the integrity of
the procurement process. Assurance and Forensic is required to report any conflicts
identified through the probity checks process to the relevant immediate supervisor / manager
/ executive for appropriate action unless the conflict has already been disclosed and
approved in which case, it will be reported to the supervisor for review and the report will
reflect the conflict. The conflict will also be reported to the relevant Tender Committee where
the transaction is adjudicated. Where a direct or potential conflict relates to the member of
the Eskom board, A&F shares a report with the Company Secretary for deliberation with the
Chairperson of the Board Tender Committee (BTC) and the Chairman of the Board. To
manage confidentiality the report is shared only with the Company Secretary and feedback
is shared with the BTC.
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Probity Checks facilitate an early warning mechanism to identify potential conflicts thereby
positively enhancing fairness and transparency of the procurement process which is
essential for protecting Eskom's image and reducing its exposure to other operational and
financial risks. The Probity Check process is designed to integrate legal and ethical
requirements into procurement decision making and result in an enhanced ability to identify
and manage procurement risks.

2.1.2 Applicability

This document shall apply throughout Eskom Holdings SOC Ltd and its wholly owned
subsidiaries.

2.1.3 Probity Data Check Process Overview

Probity checks are confined to Level 1 & 2 probities (graphic below) and encompassed,

amongst others, ascertaining and review of the following details:

LU

CNI
I

LU

Si

Specified Eskom
Employee

Identity number, Passport number

Employee/Spouse
Memberships/
Directorships

Company Registration Numbers

Bidding Company
Members,

Directors and
Shareholders

Interests held by
members,

directors or
shareholders of

bidding company.

Suppliers:

• Registration

• Business name/Trading name

• Business type

• Start date

• Registered/Operating Address

• Auditor details

• Respective Shareholding in other entities (if applicable)

• Links to Eskom employees and related individuals
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Individuals:

• Identity verification details

• Confirmation of residential address

• Links to other (relevant) companies and their respective percentage shareholding

• Shareholders of the bidding companies

The data checks can be depicted as follows:

Eskom ^

employees, 1

Eskom Directors,

Consultants J

• 4i

Supplier/5

A
\

Data check points

Q Cross referencing information between
Eskom and Supplier/s in order to find
linkages e.g.:

• Fully declared interests
• Partially declared interests
• Non declaration of interests

__ Cross referencing Supplier/s information order
U to find linkages e.g.:

• Common individuals/ shareholders
across tendering suppliers

• Individuals/ shareholders associated with
blacklisted vendor lists / Eskom supplier
reconsideration list

• CIPC status (De-registration process)
• Fraud and/or blacklisting register

2.2 Normative/Informative References

Parties using this document shall apply the most recent edition of the documents listed in the
following paragraphs.

2.2.1 Normative

[1] Eskom's Procurement and Supply Chain Management Procedure (32-1034).

[2] Conflict of Interest Policy (32-173).
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2.2.2 Informative

[3] Eskom's Conditions of Service.

[4] Eskom's Disciplinary Code (Eskom Standard 32-1112).

[5] Eskom's Disciplinary Procedure (32-1113).

[6] Eskom's Procurement and Supply Chain Management Policy (32-1033).

[7] ISO 9001 Quality Management Systems.

[8] The Eskom Code of Ethics (Standard 32-527).

[9] Companies Act 71 of 2008.

[10] Constitution Act, 108 of 1996.

[11] King IV Report on Corporate Governance for South Africa, 2016.

[12] Prevention and Combating of Corrupt Activities Act, 12 of 2004

[13] Private Work Procedure 32-762.

[14] Promotion of Administrative Justice Act 3 of 2000.

[15] Protection of Personal Information Act 4 of 2013.

[16] Public Finance Management Act 1 of 1999.
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2.3 Definitions

Definition Explanation

Conflict(s) of
interest

A conflict of interest arises when one's personal interests, personal
financial interests or any other interests, affect, or could be perceived
to affect, or have the potential to affect, one's objectivity and discretion
and/or the objectivity and discretion of another in performing Eskom
duties or making decisions on behalf of Eskom. This means that an
employee or director is in a position to make a decision (or influences a
decision) that is not fair and objective in order to benefit personally, or
to benefit related and/or inter-related persons or other associates.
A personal interest may be an actual or potential, direct or indirect
interest of an employee or a director, or of a related person or an inter-
related person or other associate of the employee or director, in any
business, entity, undertaking, or investment, as a shareholder, director,
associate, member, adviser/consultant, prescribed officer or in any
other capacity.

A personal financial interest, when used with respect to any person,
means a direct material interest of that person or of a related person or
inter-related person or other associate of that person, of a financial,
monetary or economic nature, or to which a monetary value may be
attributed. This does not include any interest held by a person in a unit
trust or collective investment scheme in terms of the Collective
Investment Schemes Act, 2002 (Act No. 45 of 2002), unless that
person has direct control over the investment decisions of that fund or
investment.

It is important to note that conflicts of interest can arise in various
situations and are not confined to interests in contracts or direct
financial interests.

Situations where conflicts could arise include, but are not limited to the
following, which must be dealt with in terms of this policy:

a) the acceptance and/or offering of business courtesies;

b) directors and employees having private business interests in
entities that do, or might do business with Eskom;

c) directors and employees having affiliations with non-profit
organizations that receive funding or any form of aid from Eskom;
and

d) private, professional, political, academic, or other interest that may
conflict with Eskom's interests.

Consultants Third party contractors and External consultants
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Definition

Cross
Functional
Team

Director

Employee

Manager

Probity

Probity Check

Procurement
Practitioner

Explanation
A cross-functional team is a team assigned by the Procurement
Practitioner to evaluate and assess a tender submission and thereby to
ensure that execution of the agreed commercial strategy is
commercially, technically (including SHEQ considerations), legally,
ethically and financially sound. Cross-functional teams comprise
technical, financial, legal and commercial representatives, for purposes
of strategy development, tender evaluations and negotiations.

Director means a member of the Eskom Board of Directors, a member
of the Eskom Subsidiary boards, a prescribed officer; or a person who
is a member of a committee of the Eskom board or of the audit
committee of Eskom, irrespective of whether or not the person is also a
member of Eskom's board.

Employee(s) means individuals employed by Eskom Holdings SOC Ltd
and Eskom's Subsidiaries on a permanent basis, Eskom learners and
fixed-term employees, which include temporary employees, part-time
employees, casual employees and occasional employees.

Manager includes a supervisor and means any employee with staff
reporting directly to him/her.

Probity means integrity, uprightness, correctness and righteousness
and can be summated as the evidence of ethical behaviour.

Probity Checks process refers to the act of examining the personal and
business relationships of a person (natural or juristic) in order to
ascertain their ability and standing (in fact and appearance) to carry out
the required duties and responsibilities fairly and without prejudice.

A Procurement Practitioner is an employee within Eskom appointed to
manage and/or execute a procedure or process as contained in the
Eskom Procurement Procedure (32-1034), or within any of the
approved PCMs relating to procure-to-pay processes which form part of
the Approved Procurement Framework.
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Definition

Related and
inter-related
person(s)

Supplier

Explanation

Related
a) an individual is related to another individual if they—

(i) are married, or live together in a relationship similar to a
marriage; or

(ii) are separated by no more than two degrees of natural or
adopted consanguinity or affinity;

b) an individual is related to a juristic person if the individual directly or
indirectly controls the juristic person, as determined in accordance
with the definition of "control" contained in the Companies Act; and

c) a juristic person is related to another juristic person if—
(i) either of them directly or indirectly controls the other, or the

business of the other, as determined in accordance with the
definition of "control" contained in the Companies Act;

(ii) either is a subsidiary of the other; or
a person directly or indirectly controls each of them, or the business of
each of them, as determined in accordance with the definition of
"control" contained in the Companies Act.

Inter-related:
When used in respect of three or more persons, means persons who
are related to one another in a linked series of relationships, such that
two of the persons are related in a manner contemplated in section 2(1)
of the Companies Act, and one of them is related to the third in any
such manner, and so forth in an unbroken series.

A supplier is a current or potential supplier, vendor, contractor,
consultant, or service provider. A supplier may be a natural or legal
person, and includes any employee acting within the course and scope
of his/her employment or any agent or manager acting for or on behalf
of or in the interests of the person registered as supplier on the Eskom
Supplier Database.

2.4 Abbreviations

Abbreviation

Board

BTC

EXCO

ETC

DTC

PFMA

Explanation

Board of Directors of Eskom

Board Tender Committee

Executive Committee of Eskom

EXCO Tender Council

Divisional Tender Council

Public Finance Management Act 01 of 1999
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Abbreviation

Board

POP I

Explanation

Board of Directors of Eskom

Protection of Personal Information Act 4 of 2013

2.5 Roles and Responsibilities

• Assurance and Forensic department is responsible for:

o The management and placement of contract/s between Eskom and non-
statutory audit service providers; and

o Investigation of referred matters resulting from probity checks.

o Development, implementation and execution of the standard on behalf of
Eskom.

o The reporting of identified conflicts of interests.

o The implementation, execution and maintenance of this standard.

• Eskom Managers are responsible for:

o Taking appropriate action on matters resulting from probity checks; and

o Supplying relevant information required for probity check requests.

• Procurement Practitioners are responsible for:

o Supplying relevant information required for probity check requests;

o Ensuring probity check requests are submitted in a timely manner; and

o Ensuring probity check requests are submitted as prescribed by this standard.

• Legal and Compliance department is responsible for providing advice for:

o The implementation, execution and maintenance of this standard;

o The monitoring of the status of identified conflicts of interests referred.

o Notify Group Commercial of changes in law that may affect this standard and
implementation thereof.

o Monitoring compliance on the implementation of this standard.

• Ethics Office is responsible for:

o Notifying Eskom of changes in the area of Ethics and Conflict of Interest that
may affect this standard and implementation thereof.

o Recording of identified / reported conflicts of interest.

o Monitoring of the status of identified conflict of interest referred.

2.6 Process for Monitoring

Legal and Compliance will conduct periodic reviews to ensure compliance on the execution
of the processes defined herein.
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2.7 Related/Supporting Documents

The following forms and templates are supportive to this Probity Check Standard.

Template Name

Probity Request Form

Engagement letter to conduct Probity Check

Probity Register

Suppliers Declaration of Interest
form/Shareholding/Beneficiary as part of their tender
returnable.

Appointment Letters: Tender Committee Chairperson,
Alternate Chairperson and Members

Delegation Letters: Dual and Triple Adjudicators

Declaration of Interests for Members of Negotiation
and/or Evaluation Teams

Probity Report

Unique Identifier

240-54857882

N/A

240-54178784

N/A

N/A

N/A

N/A

N/A

3. Scope of Probity checks

The following individuals or decision-making bodies will be subject to Probity Checks
(including the spouse of the members and officials of the committees, where applicable):

1. DTC, ETC and BTC members and Officials;

2. Business Unit Tender committee members and Officials;

3. Board members;

4. Group Commercial staff; and

5. Cross-functional teams and consultants involved in any procurement transactions
and activities e.g. members of a procurement evaluation or negotiation team, LPO
buyers.

6. Suppliers:

a. All potential suppliers for DTC, ETC and BTC submissions;

b. Ad-hoc Probity Checks on specific request; and

c. Shareholders of relevant suppliers.

Probity checks will examine areas where possible conflict/s of interests can exist and also
review compliance to Eskom Conflicts of Interest policy and other relevant policies and/or
procedures by Eskom employees involved in or associated with procurement transactions
and activities.
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4. Boundaries, limitations and disclaimers on Probity Checks

« Information used for the purposes of Probity Checks and due diligence reviews will
be obtained from Group Commercial who will in turn rely on the tender
documentation and confirmation from the supplier on the accuracy, completeness
and validity of the information required for probity.

• Information used for the purposes of Probity Checks and due diligence reviews will
be also be obtained from the legally recognized public domain and open sources.

• If information from the private domain is required, then consent in writing will first be
obtained from the particular individual or decision-making body.

• All information pertaining to the Probity Check, Report and findings must be treated
as confidential and will not be disclosed to unauthorised parties, unless a legal duty
to do so exists.

• Public companies: The focus will be to conduct probity checks on individuals with a
significant shareholding proportion or control. For the purposes of probity checks
significant shareholding is identified as shareholding that is equal to or greater than
20%.

• Access to information relating to foreign persons and entities may be limited due to
dependency for data on public domain and open sources, thus affecting the ability to
conduct consistent Probity Checks.

5. Probity check process overview

This document aims to clarify the circumstances, roles, responsibilities and processes to be
followed in conducting probity Checks for transactions and activities within Group
Commercial.

5.1 Probity check requirement

It is intended that Probity Checks will be conducted as follows (via the Probity Request
Form- 240-54857882):

1. Procurement transactions:

a. Mandatory Probity Checks: DTC, ETC and BTC Submissions

i. Probity Checks are required for all submissions to the DTC, ETC and BTC
that involve the authorisation of new transactions, and / or contract
modifications for value only.

ii. Probity Checks will be conducted on all members of the evaluation and
negotiation teams, signatories to the reports, potential companies
recommended for the procurement transaction, Board, DTC, ETC and BTC
members and officials, and their spouses.

iii. If probity on the contract due for modification has been done in the
previous twelve (12) months, the probity will only be done on changes to
the membership of the Committees and not the entire Committee. The
probity report produced in the preceding 12 months will be relied on, and
such feedback will be provided to the respective tender committee/council
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iv. All probity reports will follow strict disclosure due to the nature of the
information. The reports will be maintained by A&F and only feedback
relating to the findings of the report will be presented to the relevant
Tender Committee/Council.

v. Where a direct or potential conflict has been identified which relates to a
Board Member or Board Member's spouse, the Senior Manager A&F will
issue a memo to the Company Secretary outlining the direct or potential
conflict. The Company Secretary is responsible for informing the Board
Chairperson and BTC Chairperson of the identified conflict (whether direct
or indirect) and the recommendations made in that regard.

b. Discretionary Probity Checks on request: Other Procurement Tender
Committees, and Dual/Triple Adjudication Submissions:

i. Probity Checks may be requested for submissions that involve the
authorisation of new transactions, condonation, ratifications and / or
contract modifications.

ii. Probity Checks may be requested by the tender committee chairperson,
Dual/Triple Adjudicator or relevant senior manager from business.

iii. Probity Checks on members of the evaluation and negotiation teams,
signatories to the reports, companies which are shortlisted for the
procurement transaction, and members of the tender committee or the
Dual/Triple Adjudicator.

Routine ongoing Probity Checks:

iv. Probity Checks will be conducted prior to appointment of tender committee
members and Dual and Triple adjudicators.

v. Ongoing Probity Checks will be conducted on Group Commercial staff,
tender committee members, Dual and Triple adjudicators and LPO buyers.
This may be performed by A&F or the Risk and Governance section within
Group Commercial

5.2 The Probity Check Operational Guideline

The Probity Check Operational Guideline outlines the processes to be followed when
conducting Probity Checks. An end to end Probity check comprises the below phases:

Phase 1: Request for probity check submitted and received;

Phase 2: Conduct probity checks against approved sources;

Phase 3: Review and interpret gathered information;

Phase 4: Determine level of risk exposure;

Phase 5: Compile findings and recommendations report;

Phase 6: Record and Report findings to relevant committee/council, or Company Secretary
where applicable

Phase 7: Retention and safe guarding of data and reports; and

Phase 8: Monitor and retain.
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t

6. Documentation management and retention (PoPi requirement)

Documentation related to probity Checks will align to the Eskom Standard for records
retention periods (240-56296995).

Information must be treated as confidential and must not be disseminated without relevant
written approval.

7. Templates to be updated/compiled

• Probity Request Form (240-54857882) for DTC, ETC and BTC

• Probity Request Form (240-54857882) for other Tender Committees/Dual
Adjudication/Triple Adjudication/Business/Staff;

• Probity request form/instruction to external panel;

• Probity register (240-54178784);

• Suppliers will be required to complete a Declaration of Interest
form/Shareholding/Beneficiary as part of their tender returnable. Add consent for
Probity check to be conducted on template + To indicate if they are Ex-Eskom
employees;

• Tender Committee members + DOA approvers - Add consent for Probity check to
be conducted as part of appointment form;

• Eskom employees - must be part of CoS + evaluation and negotiation forms; and

• Probity Report Format and disclaimers for submissions and ongoing employee
checks.

I
8. Process Flow Diagrams

8.1 Probity Check Process Overview

Classify request as
mandatory,
discretionary or
routine ongoing

Access relevant
(oofs and sources

to enable probity
check

Review
information to
identify conflicts
of interest and
discrepancies

Classify risks Into
High, Medium and
Low

Request for probity
check submitted and
received

Conduct probity
> checks against
approved sources

Review and
i interpret gathered
information

Determine
risk
exposure

Retention and safe
guarding

Report and
record findings

Compile
report

Monitor close out of
•greed actions
Maintain current systems

All Information will be
treated as confidential and
reports will be retained In
accordance with Eskom's
retention policy

Submit relevant
risks and findings
to be recorded in
Group Commercial
risk register

Compile findings
and submit report
to relevant area.

Manager or
Committee
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8.2 Probity Check Value chain

DRIVERS:

Good Risk Management Practice supported by:
PFMA/Constitution/Companies Act /Eskom Values

I

i

DESIRED OUTCOME:

Need for a Standard and Governing Principles for Probity
Checks

I
ACHIEVED
THROUGH

Step 1: Stakeholder Engagement

Ethics
Office

Legal Assurance &
Forensic

Risk&
Governance

Line Managers

i

Step 2: Defined governance model for probity check
environment

I
BENEFITS:

Aids in pro-active identification and management of:

1. Conflicts of Interests
2. Fraud, corruption and collusion
3. Enhance fairness and transparency with procurement process
4. Protect Eskom's image and reputation
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MEMORANDUM

To: Mr Anoj Singh, Chief Financial Officer Reference:

Mr Molefi Nkhabu, Senior General Manager,

Assurance and Forensic

From: Mr Ishan Bhowani, Senior Manager, Assurance Version: 01

and Forensic

Date: 24 April 2017

SUBJECT: CHANGE I N APPROACH FOR PROACTIVE AND PROBITY REVIEWS FOR

COMMERCIAL TRANSACTIONS

PURPOSE

1. To seek approval to change the approach for Proactive and Probity reviews for all transactions

over R500M to be in line with the revised DOA Document identifier: 240-62072907.

BACKGROUND

2. A&F is currently mandated by the Board Tender Committee (BTC) to perform Proactive and

Probity reviews for all transactions greater than R300M.

3. Part of this mandate is that Proactive and Probity reviews for transactions greater than R750M

must be performed by external consulting firms.

4. Based on our discretion, A&F may use of external consulting firms for transactions between

R300M and R750M.

5. The external consulting firms are managed through the panel for Non-Statutory Audits.

Head Office
Tel+27 11 800 8111
Eskom Holdings SOC Ltd Reg No 2002/015527/30
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TRANSACTIONS

6. The revised DOA Document identifier: 240-62072907 now mandates the ETC to adjudicate

Commercial transactions between R500M and R750M.

7. We seek approval to align our mandate to the new DOA i.e. perform Proactive and Probity

reviews for all transactions greater than R500M.

I
8. A&F will perform Proactive and Probity reviews to the divisional committees (R100IM to

R500M) on a sample basis or as required by the respective Chairpersons. These reviews will

be determined upfront and assurance feedback will be provided to the Divisional committees

prior to adjudication of the transaction.

FINANCIAL IMPLICATIONS

9. This will reduce the costs associated with assurance as the number of transactions reviewed
will decrease.

BUDGET IMPLICATIONS

10. There is currently no centralised budget for assurance work in Eskom; however the requestors

pay for their assurance requirements from their budgets.

I RECOMMENDATION

11. Approve the change in approach for Proactive and Probity reviews for all transactions over

R500M to be in line with the revised DOA Document identifier: 240-62072907.

Compiled by:

Mr Ishan Bhowani
SENIOR MANAGER

Z^April 2017

Eskom Holdings SOC Ltd Reg No 2002/015527/30 Page 2
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TRANSACTIONS

Recommended/Not-Feeofflfficnded.

ERAL MANAGER

Date: -fa/

Recommended/Netfeeemmeoded-

Mr Anoj Singh
CHIEF FINANCIAL OFFICER

Date:

Approved/Nefc-eppr-ev-GcL

MsThwayita Mabude
CHAIRMAN OF AUDIT AND RISK

COMMITTEE

Date:

CHIEF PROCUREMENT OFFICER

Date: <2&f&f I loft-.

Approved/Nel-appcoitecL

MVZethefnbe Khoza

CHAIRMAN OF BOARD TENDER

COMMITTEE

Date:
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1 INTRODUCTION

f

t

The appointment of a Company Secretary in a State Owned Company (SOC) is mandatory
under the Companies Act.

The Group Company Secretary should ensure the smooth running of activities of the Board,
Board Committees, Exco, the Exco Sub-Committees and all Eskom subsidiaries by setting
agendas, ensuring proper compilation of Board papers, advising on Board procedures and
ensuring that these are implemented.

The Group Company Secretary must ensure that the minutes of Board, Board Committees,
Exco and Exco-sub-committee meetings are circulated to the directors and/or senior
executives in a timely manner.

The Group Company Secretary, in fulfilling the secretariat duties, is supported by a team of
committee secretaries and administrative staff.

2 SUPPORTING CLAUSES

2.1 Scope

2.1.1 Purpose

The purpose of the document is to explain the procedure to be followed when providing
secretariat service to the Board, Board Committees, Exco, Exco sub-committees and all
subsidiaries.

The secretariat service entails the following:

• scheduling of annual meetings as per Annual Meeting Schedule;
• managing annual work plans of Board, Exco and Committee meetings;
• collating annual work plans to prepare the Combined Agenda Plan;
• convening and administering Board, Exco and Committee meetings;
• preparing agendas and meeting documentation;
• writing accurate minutes and formulating action items;
• maintaining statutory registers (minute books, attendance registers, company forms);
• coordinating and providing input in the preparation and annual review of the Board

charter, terms of references and all related governance processes and procedures;
• providing reliable company law and corporate governance advice.

2.1.2 Applicability

The document applies to the Office of the Company Secretary.

2.2 Normative/Informative References

Users of this document should ensure that they are applying the most recent editions of
the documents listed. Information on currently valid national and international standards
and specifications can be obtained from the Information Centre and Eskom
Documentation Centre at Megawatt Park.
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2.2.1 Normative

2.2.1.1 ISO 9001 Quality Management Systems.

2.2.1.2 Companies Act.

2.2.2 Informative

2.2.2.1 King Report on Corporate Governance, (The Role of the Company
Secretary).

2.2.2.2 ICSA International Guidance Notes.

2.2.2.3 Eskom Delegation of Authority Framework.

2.2.2.4 Public Finance Management Act.

2.2.2.5 South African Year Calendar.

2.2.2.6 Directors personal diaries.

2.2.2.7 Annual Meeting Schedule (OCSTE 221-246).

2.2.2.8 Submission Timetable (OCSFM 221-208)

(refer Governance Practice Note 2 - OCSGL 221-230).

2.2.2.9 Combined Annual Meeting Agenda Plan (OCSTE 221 - 200).

2.2.2.10 Subsidiary Governance Framework

2.3 Definitions
2.3.1 "Board" means the Board of directors of Eskom;

2.3.2 "Board Committees" means the committees of the Board;

2.3.3 "Business Days" means any day that is not a Saturday, Sunday or officially
promulgated public holiday in the Republic of South Africa;

2.3.4 "Committee Secretary" means the individual (Group Company Secretary, Senior
Advisor Secretariat or other member of the team designated as such), providing
secretariat service to one or more of the Secretariat Service Recipients;

2.3.5 "Companies Act" means the Companies Act No 71 of 2008, including its regulations,
as amended from time to time;

2.3.6 "Eskom" means Eskom Holdings SOC Ltd;

2.3.7 "Exco" means the executive management committee of Eskom;

2.3.8 "Exco Sub-committees" means the sub-committees of Exco;

2.3.9 "Manager" means the secretariat services manager, unless otherwise specified;
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2.3.10 "Meeting Pack" means meeting documentation put into a single pack in hard copy and
electronically for meetings of the Board, Board Committees, Exco and Exco-Sub-
committees.

2.3.11 "Public Finance Management Act" means the Public Finance Management Act No 1
of 1999, including its regulations, as amended from time to time; and

2.3.12 "Secretariat Service Recipients" means the Board, Board Committees, Exco and
Exco-Sub-committees.

2.3.12 Subsidiaries means any subsidiary company owned fully or more than 51% by Eskom

2.4 Abbreviations

2.4.1 GCE: Group Chief Executive.

2.4.2 CFO: Chief Financial Officer

2.4.3 CE: Chief Executive Officer for subsidiaries

2.4.4 DE: Divisional Executive

2.4.5 DCS: Deputy Company Secretary

2.4.6 GE: Group Executive

2.4.7 GCS: Group Company Secretary

2.4.8 EDC: Eskom Documentation Centre.

2.5 Roles and Responsibilities

The Group Company Secretary is ultimately accountable for all services and documents
delivered by the Secretariat Services. The following staff members shall provide support to
the Group Company Secretary for the services and the documents listed below:

2.5.1 Combined Annual Meeting Agenda Plan (OCSPN 221-200)
Secretariat Services for Board, Exco and subsidiaries and Business Operations
support and Secretariat Manager.

2.5.2 Annual Meeting Schedule (OCSTE 221-246)
Committee Secretaries and Secretariat Manager.

2.5.3 Annual Meeting Agenda Plan - individual plan per committee (OCSTE 221-203)
Committee Secretary.

2.5.4 Meeting Agenda (OCSTE 221-205)
Committee Secretary.

2.5.5 Meeting Packs
Committee Secretary and Business Operations Support.
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2.5.6 Executive Summary (Submission document) (Document Identifier 240-123782330)
Group Company Secretary, Board Secretary and/or Committee Secretary

2.5.7 Checklist (Submission document) (OCSFM 221-221)
Group Company Secretary, Board Secretary and/or Committee Secretary

2.5.8 Minutes (OCSMU 221-202)
Group Company Secretary, Board Secretary and/or Committee Secretary.

2.5.9 Action Lists (240-123930538 prev OCSTE 221-201)
Group Company Secretary, Board Secretary and/or Committee Secretary.

2.5.10 Compilation of meeting packs
Committee Secretary and Administration Clerk.

2.5.11 Company Forms
Business Operations Support.

2.5.12 Minutes Registers
Committee Secretary

2.5.13 Meeting Attendance Register
Committee Secretary

2.6 Process for Monitoring

The implementation of the Secretariat Management Procedure shall be measured by
means of quarterly performance appraisals of staff; as well as informal and formal audits.

The committee secretaries shall issue evaluation surveys to all their service recipients
and stakeholders to measure the standard of services provided. The process to be
followed is outlined as follows:

2.6.1 The committee secretary shall circulate the evaluation forms to members and officials
of the meeting ("service recipients"). The evaluation form shall be included in the
meeting packs and hard copies provided to relevant individuals at the meeting.

2.6.2 The service recipients must complete the evaluation forms and return same to the
relevant committee secretary, preferably at the end of the meeting or, alternatively,
within 2 (two) business days from date of the relevant meeting. If insufficient forms
are received within two days, the committee secretary must issue an e-mail to
members requesting that the form be completed and retain the e-mail as evidence
thereof.

2.6.3 On receipt of the completed evaluation form the relevant committee secretary must
summarise the feedback and forward the summary together with all the completed
evaluation forms to the Senior Advisor Secretariat for action on any issues raised,
and, where required, an Action Form is to be opened in accordance ISO
requirements.
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2.6.4 Appropriate remedial action as agreed with the Senior Advisor Secretariat should be
undertaken by the Committee Secretary at the agreed target date as per the Action
Form in accordance with ISO standards.

2.6.5 The Senior Advisor Secretariat reports and addresses critical issues with the Deputy
Company Secretary.

2.6.6 A formal report on evaluations shall be submitted by the Senior Advisor Secretariat to
the Deputy Company Secretary on a quarterly basis.

f 2.6 Evaluation of Meeting Process

t

Committee Secretary
Stepi
Include form in meeting
pack and circulate had
copy at meeting. '

Secretariat Manager
Step 7
Submit quarterly
consolidated report to
DCS with responses (o
actions In order to close
out actions end update
Action Form Register.

Secretariat Manager
Steps
Reports and addresses
critical Issues with DCS
and present a progress
report nt monthly
management meeting.

Committee Secretary
Steps
Whore required an
Action Fo/m to be
opened and discussed
wllh Senior Advisor
Secretariat for approval
o( action required.

I
Secretariat Manager
Steps
Monitor progress at
weekly team sessions lo
ensure action form dosed
by agreed target data.

Closed action
form

Committee Secretary
Step 2
Receive forms from
mambBrs immedlalojy
after tha meeting or
wJtMn 2 Business Days
from date of meeting.

Committee Secretary
Step 3
If forms not rocorved
then send an e-tnall to
all members end
officials requesting a
response- email follow
"P

Committee Secretory

p
Consolidate evaluation

• forms and provide
summary to Senior
Advisor Secretariat for
action on any issues
raised within fi business
days after the meeting.

3 DOCUMENT CONTENT

3.1 Relevant documents

The services rendered by Secretariat Services entail the development and maintenance of
the following documents:

3.1.1 Combined Annual Meeting Agenda Plan.
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3.1.2 Annual Meeting Calendar.

3.1.3 Annual Meeting Agenda Plan.

3.1.4 Meeting Agenda.

3.1.5 Meeting Packs.

3.1.6 Executive Summary

3.1.7 Checklist

3.1.8 Minutes.

3.1.9 Action Lists.

3.1.10 Statutory Company Forms.

3.1.11 Minutes Registers

3.1.12 Meeting Attendance Registers

3.2 Process outline

3.2.1 Development of Annual Meeting Agenda Plans (OCSTE 221-203) and Combined
Annual Meeting Agenda Plan (OCSPN 221-200)

The Combined Annual Meeting Agenda Plan lists all the matters that need to be
discussed by the Board, Board Committees, Exco and Exco Sub-Committees and
subsidiaries ("Secretariat Service Recipients") in alignment to the Corporate Plan. It
also directs when the matters have to be discussed and by which governance structure
as informed by the Delegation of Authority and the legal compliance frameworks. The
Combined Annual Meeting Agenda Plan is ultimately the responsibility of the Senior
Advisor Secretariat, with input and support from the various Committee Secretaries.

The Combined Annual Meeting Agenda Plan is informed by the individual Annual
Meeting Agenda Plans of the secretariat service recipients. The flow diagram below
sets out the steps to be taken in the compilation of the Annual Meeting Agenda Plans
of the Secretariat Service Recipients, culminating in the Combined Annual Meeting
Agenda Plan.
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Development of Annual Meeting Agenda Plan Process

Business
needs

Preparation
fof meeting for
approval of
Annual
Meeting
Agenda Plan
(AMAP)

Committee Secretary
Step 6
Approved AMAP Is used
as reference when
developing meeting
agendas.

4—

Committee Secretary
Slop 5
Forward approved
AMAP lo all Group end
subsidiary Executives
and co-ordinating
officials of the
Committees.

Committee Secretary
St«f>7
Review and update the
AMAP, in consultation with
the member*, on en
annual basis and resubmit
to Committee.

CommHtaa Secretary
Step l
Input Is obtained from:
1. Previous year's AMAP
2. Previous year's Meeting

Schedule
Terms of Reference
Co-ordinating Offlda!
Compliance Calendar
Previous Agendas
Corporate Plan
Subsidiary Governance
Framework

9. Mai

Committee Secretary
Step 4
Submit AMAPlo Brat
mooting of financial year
for Input end approval
by the committee.

Commltlee Secretary
Step 2
Develop AMAP

Commlltog Secretary
Step3
Submit draft AMAPlo
GEs/ConvrfUee Chair
for Input by March year
end

Approved
Annual Meeting

Agenda Plan

3.2.2 Development of Annual Meeting Calendar (OCSTE 221-246) and Submission
Guidelines

The Annual Meeting Calendar is an important document as it reflects the meeting dates
for the Secretariat Service Recipients. It is informed by the Combined Annual Meeting
Agenda Plan as addressed in paragraph 3.2.1. Once the Annual Meeting Calendar has
been approved, the Submission Guidelines is prepared for circulation by the Senior
Advisor Secretariat. The Submission Guidelines reflects the target dates and/or
deadlines for all relevant activities related to meetings of the secretariat service
recipients.
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Development of Annual Meeting Schedule Process

t

f

Combined
Annual
Meeting

Agenda Plan

levslopment
of Annual
Meeting
Calendar

Business Operations Support
"Step!
Develop Annual Meeting
Calendar for next financial year
between June and September.

Group Company
Secretary
Steps
Submit lo Board as
draft 1 for Input and
approval.

Committee Secretary
Step 6
The (trod schedule Is submitted
to Exco for approval for
recommendation to Board.

Business Operations Support
Step 7
Proposed amendments by
Board are corald3ered. The
revised Annual Meeting
Calendar Is distributed to the
organisation via the GCS and
thereafter posted la Board
wobslta and Intranaf.

Group Company Secretary
Steps
The Board and Exco am
notified of tha updated version
of the Annual Meeting
Calendar

Business Operations
Support
Step 4
The information is
checked by
Coordinating Officials
and Iha relevant
stakeholders m the
business and

Senior Advisor
Secrete rial
Step 9
The meeting venues are
booked according to Iha
meeting schedule for the
year. Electronic mooting
Invitations are sent to an
members and standing
Invitees via E-catcndar.

Business Operalinns Support
Step 2
Input Is obtained from:
1. Combined Annual Meeting

Agenda Plan
2. Compliance Calendar
3. Strategic Agenda Plan
A. Previous Mooting Schedule
5. Corporate Plan
8. Subsidiary Governance

Framewortl
7. Public Holidays
B. Mo]

Business operations
Support
Step 3
Develop first draft
version Annual Meeting
Calendar.

3.2.3 Development of Meeting Agenda (OCSTE 221-205)

The meeting agenda lists the matters to be discussed at the relevant meetings of the
secretariat service recipients. It is informed by the Annual Meeting Agenda Plan. The
timetable as indicated below must be in alignment with the dates as included in the
Submission Guidelines.
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Develop
Mae [ing
Agenda
for each
meeting

Meeting
Agenda

Committee Secretary
Stepi
Prepare and circulate draft
agenda using tha registered
template. Call for additions and
amendments no less than 14
Pusiness Days before the
meeting. Draft agenda to be
prepared based on:

1. Annual Meeting Agenda Plan
2. Action list
3. Prior Year meeting Agendas
4.Ad-hoc requests from
secretariat services recipients

Committee Secretary
Step 4
Finalise agenda and forward to
members to declare any
canllcts of Interest where
applicable 9 Business Days
before the meeting.

Committee Secretary
StepZ
Finalise draft agenda 10
Business Days before the
meeting In consultation with
Co-ordinating Official.

Committee Secretary
Step 3
Send the draft agenda to
the chairman of the meeting
for Input and comment 10
Business Days before the
meeting.

3.2.3.1 Declaration of Conflicts of Interest prior to the Meeting

After the agenda has been finalised with the chairman and prior to circulation of
the meeting pack, the Committee Secretary must send the agenda to members
for them to declare any conflicts of interest with regard to the items that are
scheduled on the agenda for discussion.

In the event of a member declaring an interest the following process shall apply:

a) Remove all the documentation/information pertaining to the relevant project
from the specific member's meeting pack.

b) Restrict access to the relevant documents on the electronic meeting
platform.

3.2.3.2 Declaration of Conflicts of Interest during the Meeting

In the preparation of an agenda, the Committee Secretary must ensure that
"Declarations of Interest" is a standard item on the agenda of every meeting
following the formal opening of the meeting. The Declaration of Interest Register
is circulated to meeting attendees at the beginning of the meeting for signature.
In the event of any attendee declaring an interest at this point in time or later
during the course of the meeting, the Chairman shall, based on the provisions of
the Conflict of Interest Policy and Procedure, determine whether or not the
relevant individual needs to be recused from the meeting. The Committee
Secretary shall record the declaration as well as the recusal, if any, accordingly.

3.2.4 Production of Meeting Pack

The meeting pack consists of the documentation that is to be discussed at the relevant
meetings of the Secretariat Service Recipients. It is informed by the meeting agenda.

10
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BoardPad

All information published/uploaded to BoardPad must be documents converted from
WORD/EXCEL/POWERPOINT to the format required by BoardPad (PDF).

A scanned signed document will not be editable on BoardPad and therefore it is
recommended that all documents be converted to PDF rather than being scanned.
However scanned documents may be used if the original electronic document is not
available.

f
NOTE:
• Deadline to place item on Agenda is at least 12 business days before the meeting
• Deadline for document submission is 10 business days before the meeting
• Distribution of the final pack is 7 business days before the meeting.

Meeting
Agenda

Production
of meeting

pack

Committee Secretary
Step 6
Master pack to be filed in
strong room for record
purposes.

Committee Secretary
Step 1 "
Creates electronic end hard
copy pack

Committee Secretary
Step 6
1. Prepare the master pack of

originals.
2. Load the dummy pack on

BoardPad.
3. Produce a colour coded draft

agenda giving the status of
tha submission documents.

4. Draft a briefing memo
outlining the statut of the
pack for Information to DCS.

6. Prepare final pack for release
to members.

Committee Secretary
Step 4
Collate documents
according to agenda
and add document
reference numbers to
document using the
standard referencing
protocol.
The Tills of the
submission on the
Agenda must be
congruent to the title on
lha submission
document

Committee Secretary
Step 2
In line with the submission
guidelines, the following signed
and electronic documentation
must be received from
presenters:
1. Executive Summary

(maximum 5 pages)
2. Checklists l e n d 2 ( 2 If

applicable)
3 .10 slide presentation (note

additional back up slides are
permitted but the main
presentation should be
limited to 10 slides only)

4. Any other supporting
documents, e.g. fnanclals,
reports, letters

Committee Secretary
Step 3
Check BH submission
documents for
completeness and
signature by GEs or
relevant authorised
person per ToR and
DoA.

Administration Clerk
StepS
Refer to printing process
3.2.7 and prepare hard copy
on request only

Committee Secretary
Step 6(b)
Conflicts declared:
Remove all Information
pertaining to the project
vitiero a mombor has
declared a conflict.

Committee Secretary
Step E(a)
No conflicts declared:
Prepare full pack for
members with no
conflicts

Committee
Secretary
Stop 7
7 Business Days
prior to meeting,
publish electronic
copies on
DoardPad and
SharePoht.

Meeting
Pack

11
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3.2.5 PRODUCTION OF THE DRAFT AND FINAL MINUTES (OCSTE 221-202)

3.2.5.1 The primary purpose of minutes is to create an official record of the decisions that
were made during a meeting..They should be detailed enough to ensure that a
member who did not attend the meeting can understand what was decided on the
matters considered in the meeting.

3.2.5.1.1 The numbering of minutes should be sequential and include a meeting number
followed by the financial year, for example 03/2017-18. In respect of numbering
of In-committee minutes, it will be the same as the normal meeting number when
the In-committee is held on the same day (and generally around the same time).
When they are held on another day then they have another number.

3.2.5.1.2 Resolutions should also be numbered sequentially and align with the item
number of that subject in the minutes. For example if an item is Number 3.1. in
the minutes then the first resolution for that item should be 3.1.1. and any sub
resolutions should be 3.1.1.1.

3.2.5.2 Each member has an obligation to carefully review the minutes of each meeting
for accuracy. Members who disagree with the minutes should bring their objection
forward prior to the approval of the minutes at the next meeting.

3.2.5.3 The final draft minutes with amendments, if any, must be included in the normal
scheduled meeting of the committee for approval.

3.2.5.4 The minutes should be given to the Chairman for his signature within 5 business
days after the meeting at which they were approved. A signed minute is an
official record of the decisions adopted at the meeting.

3.2.5.5 Any changes to be made to the approved minutes before or after they are signed
by the Chairman should be resubmitted to the next normal scheduled meeting for
approval.

3.2.5.6 Eskom must maintain minutes of all shareholders meetings including all
resolutions adopted by them, for an indefinite period (refer the Retention of
Records Procedure (OCSTR221-240)).

Process for production of Draft Minutes

Committee Secretary
S tep i
Develop draft minutes basad
on Following Inputs:
1) Attendance register,
including tha movement of
members during the meeting
2) Notes Liken during the
meeting
3) Recording
4) Mac-ling pack
6) Responses to action list
6) Minutes template
7) Additional documents tabled

at the mooting.

•

Committee

Secretary
Step 2
(If required)
Forward any
section of draft
mlnulos to rolovant
presenters end/or
attendees to clarify
resolutions.

12
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Process for production of Final Minutes

Committee Secretary
Stepi
Ths first draft of the minutes Is
sent out to (tie co-ordinating
official (per ToR) for comment.

Committee Secretary
Step 4
Final Draft minutes
to be Included In the
noxt nonnsl
scheduled meeting
for approval

Commutes Serrfilarv
Step}
Load Draft mlnutos onto
ShwePolnl as soon as
Step 2 Is complete.
Update the Minute
Register and lha
Attendance Register on
SliarePoInt to align with
the minutes.

Committee Secretary
Stop 2
Include comments if eny from
coordinating official.
Send final draft to Ihe
Chairman & members for
comment
Load any comments from
Chairman and members

f

3.2.6 PRODUCTION OF THE ACTION LIST (240-123930538 prev OCSTE 221-201)

The purpose of the action list is to list all the matters that need to be attended to by the
relevant secretariat service recipients. It also directs when the matters have to be
completed as informed by the resolution. Once the action list is developed it is issued
to the secretariat service recipients for action. The responses received are included in
the action list. The action list forms part of the meeting pack of the next normal
scheduled meeting.

First draft 1
of Minutes 1 •

/ \
/ Production \

/ of action fist \

\ /\ /

Action List <—

Committoo Secretary
Stepi
Compile action fist from draft
mbiutes using (he action list
template.

Tha action list must Include the
date of the meeting as a
reference, the action as per the
minutes and the Identification
of the accountable person.

Committee Secre(arv
Step 4
Collate Responses and update
colour coding to Indicate
completed (green); in progress
(yellow); or outstanding (red).
Ensure that responses are
aligned with the action or refer
back for clarity. Such action to
be In yellow
Include updated Action list Into
next meeting pack, further
updates may be accepted up to
2 days before the meeting end
a final action list tabled at the
meeting.

—

Committoo Secretary
Step 2
Delete an completed
Act ions
Update numbering of
Actions.
Allocate Actions to
relevant members

Committee S
Step3
Distribute Ac
members, C
official and n
attendees foi
Submit adta
recommendE
required fron
committees
Committee S

r

ocratarv

Mrdlnating
)levent

comment
ns
>dtoor
i other
he relevant
ecretary.
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3.2.7 PRINTING/PHOTOCOPYING OF MEETING PACK (Exceptional cases)

The printing/photocopying entails the printing and
required, from the Master Pack (refer 3.2.4 Step 5)

copying of meeting packs as

Note that hard copies are only printed for Board Members, GCE, CFO, subsidiaries
CEs and external members, and Chairmen of various Committees. All other Secretariat
Service Recipients should be directed to BoardPad

Mooting Pack

Admlnislrallon Clortt
Step 4
Submit first bound
pack to Committee
Secretary (or quality
check. Once quality
hk i lp

(ben bind required
number of copies

Administration Clerk
S lep i
Trie Master pack Is referenced
according to the Agenda, on
the top right hand comer of
each document

Administration Clerk
Step 3
Perform quality
check In consultation
with the committee
secretary and bind
pack.

Administration Clerk
Step 2
Photocopy Master pack according to
following guidelines'.

• Double-sided
• Colour for graphs
• A4 agenda for front of pack
• A3 agenda for back of p3ck

Herd white board at back of
pack

• Print front page on
Corporate Identity paper

• Print the director/
member's name on the
front cover
Clear sheet for lop cover

• Colour pajes between
agenda hems.

• Index the pages with Index
tags for easy reference

14
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3.2.8 MINUTES AND RECORDS MANAGEMENT AFTER THE MEETING

Minutes Management process

Note: Original minute books and attendance registers must always be kept at the fire
proof safe located on C3 link passage.

t
Final
Minutes

Management
of minutes
tabled for
approval aflar
the meeting

Committee Secretary
Stepi
Incorporate amendments to
minutes If necessary.

Commlltea Secretary
Step 2
Approved minutes to be signed
by Chairman within 5 business
days after date of the meeting
w+iere Ihs minutes wore
approved

Commlttea Secretary
Steps
Index In the minute book must
be updated accordingly.
Update tha Mlnule Register on
SharoPoH to note Final
Minutes.

Committee Secretary
Step 4
Signed minutes pasted in
meeting minute book
immediately after signature

Committee Secretary
Step3
Electronic filing
• Save approved minutes In

SharePolnl In Word Formal
and a scanned version of Vis
signed minutes In pdf.

Commltlee Secretary
The Minule book end
attendance register
to be filed In fl/fl
proof safe In tha
strona room.

Records Management process

Commutes Secretary
Stepi
Update master pack with new
presentations and/or revised
documentation tabled et
meeting.
Load electronic copies onto
DoardPad.
Where applicable, load a
supplementary pack of new
documents tabled el the
meeting onto SharePolnl for
record purposes.

EtopZ
The master pack must be fled
sequentially In etrong room.

Archived
document

Administration Clerk
Stop3
Five year old documents must
be archived. The status of the
files In the strong room must be
monitored monthly.
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3.2.10 COMPANY FORMS

Legislation /
Statutory

Regulations/
Board Resolution

Updating or
Company

Forms

t i (.

t

Officer Secretariat
Step 4
Update Company Register
which Is kept In the Firs Proof
Cabinet in Strong Room

Business Operations Support
S l e p i
Updates tha information by
complellng the required CoR
Form — these forms ore
obtained fnxnCIPC
The update from tha resolution
could bo:

Special Resolution
Change In Directors
and/or officers
Annual Returns
Lodgement of Financial
Statements
Change In auditors
Changs In registered
office

Business Operations Support
Step 2
The updated Information is
lodged on the CIPC wsbslts
and where relevant the original
plus attachments are submitted
to CIPC

Business Operations Support
Step 3
Once CIPC has acknowledged
receipt by attaching their stamp or
electronic confirrnatkm is received,
a copy of the stamped CoR Form
and electronic confirmation must
bs filed In the Flra Proof Cabinet In
the Strong Room on C3 link
passage

3.2.11 QUORUM

The meetings of secretariat service recipients may be held in person or by electronic
communication as circumstances might require, provided that the required quorum is
met.

The quorum for meetings shall be as per the individual Terms of Reference, or in the
absence thereof, a majority of members present, in person or by electronic
communication, throughout the meeting.

Where a member or official declares an interest and is required by the Companies Act
to recuse her/himself from the meeting, the meeting remains quorate during her/his
absence.

If there is no quorum fifteen minutes after the time scheduled to the start the meeting,
the meeting shall be adjourned. A new date, not later than one week after the

16
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In order to request a download, send an e-mail to Mr Venner and give the date and
times of the meeting (note must be taken of the starting and ending times of the
meeting and any breaks in between, especially when there are more than one different
committee meetings on one day) as well as the name of the Committee.

In terms of Secretariat Practice the recording must be erased within five working days
of the minutes being signed by the Chairman of the meeting, as the only record of the
meeting must be the minutes. Therefore the recording must be deleted off individual
computers and out of the recycle bin once the minutes are approved and signed. If for
any reason the recording is required again, it can be redownloaded.

However if the recording is from the mobile recorder then give a copy to Mr Venner for
safekeeping as if you delete it, there is no more record. This will be saved in a more
secure environment where they will not be accessible to anyone but Secretariat. If
anyone asks for the recording, they must be advised that the recording has been once
the minutes were signed. Any further queries must be directed to the Company
Secretary.

3.2.13 HANDLING OF DOCUMENTS/INFORMATION BY THE SECRETARIAT OFFICE

All documents/information received by the Office of the Company Secretary are to be
treated as confidential and are received, distributed and retained as such. Members of
the Office of the Company Secretary shall be required to apply for a State Intelligence
Unit (SIU) security clearance certificate. In addition, members are sworn to
confidentiality in terms of their conditions of employment as specifically undertaken on
recruitment to Eskom.

1. Secretariat receives submission documents from Secretariat Service Recipients.
The main submission is the Executive Summary (240-123782330 prev OCSTE
221-222) and the checklist (240-123783130 prev OCTSE 221-221)

2. The secretariat service recipients deliver the original hard copy document to the
Business Operation Support Secretary, and also submits an electronic copy to
the Committee Secretary. The electronic copy must be in the original document
format or converted to pdf, not a scanned copy.

3. The Business Operation Support Secretary signs for the document, stamps
document and records receipt of document in a receipts register, and thereafter
must deliver the document to the relevant Committee Secretary.

4. Upon completion of the pack the Committee Secretary must provide the
Administration Clerk with the master pack for filing in the Strong Room.

5. Any documents that are returned or left in the board rooms after a meeting should
be collected by the Committee Secretary and handed to the Administration Clerk
for shredding.

6. The Committee Secretary needs to ensure that any late submissions, additional
documentation and presentations are captured on the relevant electronic
documentation management platform and in the master pack.

18
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Shredding

1. All obsolete documents must be identified as such by the Committee Secretary
and delivered to the Administration Clerk for shredding.

2. A register of all documents sent for shredding will be kept to identify the name of
the document being shredded and the reason for shredding as well as the date.

t
Archiving

1. Documents (minutes and master packs) in the secretariat strong room are filed
for a period of five years after, transferred to Eskom's Central Archives and the
Administration Clerk shall complete a "Record Transfer List".

2. The documents are archived in an adequately marked filing boxes used by
Central Archives.

3. On receipt of the archived boxes and the Records Transfer List, the archives
manager shall complete the form by recording the shelf and box number of the
document to be archived.

4. Access to the documents is controlled by the Central Archives manager. All
documents are to be archived in terms of the OCSD's Retention of Records
procedure, and must be sent to Central Archives.

Access to the Strong Room

1. Access to the strong room is restricted to the OCSD only.
2. The strong room must remain locked at all times.
3. Access to the secretariat strong room is granted by the Group Company

Secretary

Access to the Safes

The safes are kept in the strong room and are to be locked at all times.
Access to the safes is restricted to the OCS office only.

Use of Presentation laptops in Board Rooms

Presentation laptops used at Eskom venues for committee meetings that involves
Eskom Executive, Board and external participants should not be left without removing
the presentations or other sensitive information at the end of the meeting.

This is a major concern as the machines are not only used by one department/person
which increases the risk of this sensitive information failing into unwanted hands or
being leaked to the media.

It is the responsibility of the Committee Secretary making use of the presentation laptop
to ensure that if the laptop is used that the information is removed from the machine
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and emptied from the recycle bin before leaving the meeting. Failure to do so will result
reporting your name to senior management as a breach of the Eskom security polices
when it comes to information security.

3.2.14 ROUND ROBIN RESOLUTIONS (RRR)

The use of round robin resolutions should be restricted to instances where a decision
on a matter is required urgently.

The requestor (GE, DE or CE of subsidiaries) for such a resolution must provide
sufficient justification for the urgent request and obtain approval therefore from the
relevant Committee Chairman prior to the RRR process being implemented.

The following process should be followed in handling round robin resolutions to ensure
consistency and compliance with the principles set out above:

• The relevant Committee Secretary initiates the preparation of a resolution
document containing the-required resolution using the Round Robin Resolution
Template OCSTE 221-247.

• The Committee Secretary attaches the request as a cover page to the supporting
documents and submits to the relevant chairman for signoff prior to circulating the
documentation to all members for consideration.

• The resolution document must indicate a specific return date and closing time
which will be a maximum of 5 working days unless otherwise determined by the
Chairman.

• A round robin resolution is a resolution passed in writing, including through any
medium of electronic submission, approved by 75% of members. Note that the
round robin resolution under Item 3.2.11 is an exception to this rule and has been
put in place to discourage the deferring of a decision to a round robin resolution
instead of debating an item at a meeting, when there is sufficient time to do so.

• Such resolution shall be as valid and effective as if it had been passed at a
committee meeting duly called and constituted.

• Where the round robin resolution is approved by the members through electronic
transmission, the original signed resolution must be returned as soon as practical
to the Committee Secretary for retention in terms of the Companies Act, as
amended.

• In the event of a member not being able to sign and return the signed round robin
resolution within the prescribed period, confirmation of approval of the resolution
may be provided in writing or in electronic format or sms, and the resolution
thereafter signed by the said member as soon as reasonably possible. In the
event of a sms being received, the committee secretary shall forward same to
their Eskom email address for record keeping purposes.

• Once the required approval has been secured, the Committee Secretary must
inform the committee chairman of the status and the resolution will then be in full
force and effect.
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• The original signed resolution and supporting report are then included by the
relevant Committee Secretary on the agenda of the following formal meeting for
noting. The wording of the resolution and the results thereof will be captured in
the minutes of the meeting where the resolution is tabled for noting.

• The original signed resolution documents and supporting reports are then filed in
a round robin register and an electronic copy thereof on SharePoint.

Should approval from the required majority not be obtained on the specific return date
and closing time, the resolution has not been passed. The-chairman must be advised
and the matter (comprising all the supporting documents) referred to the next meeting,
for due consideration.

A signatory cannot retract his approval once all the required signatures including
his/hers have been received on the specific return date and closing time.

3.2.15. EXTRACTS OF MINUTES

Only authorised persons may have access to the resolutions of a Board, Board
Committees, Exco, Exco sub-committees and subsidiaries meetings.

Such person shall obtain written approval for his/her request from the Group Executive
or Divisional Executive using the Request for Information or Extract document (OCSTE
221-212).

The Committee Secretary gathers the information and prepares the extract, once
approval has been received from the relevant GE, DE or CE in the case of a subsidiary.
The information is then submitted to the GCS, DCGS or Board Secretary for approval
to release the extract before the extract is submitted for signature.

Once such approval is given then the Business Operations Secretary for extracts in the
OCS prepares the extract on an official company letterhead and submits to the Group
Company Secretary for signature. Once the document has been signed the certified
extract is issued to the requestor.

• All extracts from approved minutes will be issued within 3 business days of the
request.

• All extracts required from draft minutes will be issued within 7 business days.

The person who receives the document must sign a duplicate copy thereof confirming
receipt of the document. The copy is filed by the Business Operations Secretary in the
Extracts on SharePoint.

The register of all extracts is also updated weekly and saved on SharePoint

4 Authorisation

This document has been seen by:
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Name:
Suzanne Daniels

Designation:
Group Company Secretary

5 Revisions

Date

30 November 2012

1 March 2015

30 January 2017

6 Development team
Lucinda Lucas
Nompilo Magaguta
Patricia Tshabalaia
Lebo Makgate
Lolly Reddy
Wayne Venner

Version.

1
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3

Compiler
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Secretariat Team

Secretariat Team
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None

Revised

Revised
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OOVERNANCE MOMTORINO AND COMPUANCE: QUARTER 1 (APRIL -JUNE 2017) REPORT-DEVIATIONS

Eskom Provisioning of Engmeenng Design VIP Consulting Engineers 364.435.00 Continurty ol service

'SZX •

6/W2017 Condrtionat support From date of appointment 11 months
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GOVERNANCE MOMTORINO AND COMPUANCE: QUARTER 1 (APRIL-JUNE » t > ) REPORT-DEVIATIONS

•Br.'ii;

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

ESKOM

Eskom

Labour Brokers Consultants

Supply of 3Mt of coal for various power station

Contract 5Mt coal to Empowerment Mpumalanga
Designated Group
Leasing 40 "MSC One" tokens

Treatment testing and Supply of Estimated Quantities
of Wood Poles and Cross Arms

Not submit requests for modification which exceeds the
threshold for time only and modifications to task orders

Kendal Apollo Line LiftProject

Manufacture. Testing. Supply. Delivery. Off-Loading
and Erection of Estimated Quantities of Line Traps

Design, manufacture, testing, development of user
documentation, supply, delivery, off-loading and
erection of Transmission shunt capacitor and filter bank
protection and control schemes

19MW Evening-Peak Load shifting projects

Supply and Delivery of Transformer/Reactor Protection
Schemes For Various Tranmission Substations

Various suppliers

Closed bid - Not Indicated

Various suppliers

MSC Software GmbH

Various suppliers

None -deviation from process

GEN Overhead Lines (Pry) Ltd

(GOL)

High Voltage Equipment (Pty)
Ltd (HVT)

PowerTech System Integrators
(Pry) Ltd

BBE Energy

ABB South Africa (Pry) Ltd

\Vdi!T:(3i
<M"TiUffi;

1 140 522 894.00

Not specified

37 361 197.98

36 388 800.00

0.00

8 273 162.50

213 522 285.00

46 088 650.00

8 273 162.50

Not Indicated

Not Indicated

Single source

Lease Agreement

Previously approved equipment

Peak demand savings

Continuity of service

Continuity of service

Finalise competitive bidding
process

Continuity of service

Continuity of service

Supplier Development Initiative

Address immediate short fall

'(Itffirnw.riaifjji!

2018/04/06

2018/04/19

2018/06/22

2018/06/15

2018/05/23

2018/05/23

2018/05/11

2018/05/11

2018/05/11

2018/06/15

2018/06/22

QIETiHTHL1

Not supported

Pending

Not supported

Conditional support

Not supported

Not supported

Not supported

Not supported

Not supported

Conditional support

Supported

2018/05/01

2018/04/01

Not indicated

Not indicated

2018/04/01

Not indicated

Not indicated

2018/05/15

Not
applicable

Not stated

Not stated

ton-SB-

2018/07/31

2019/12/31

12 months

36 months

12 months

2018/12/17

12 months

2018/11/14

Not
applicable

Not stated

Not stated

m
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tsKom
COVTRNANCE MONITORING AKD COMPLIANCE: QUARTER 2 (JULY - SEPT 2017)

Entitv/Dcpnitnient

Eskom
Eskom

Eskom

Eskom

Eskom

Eskom

Eskora

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

ESK.OM

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Project Description

Provisioning of Engineering Design service*
Provision of construction supervision, inspection* and build
drawing! for the refurbishment of PetnisMlle CNC

Etkora Contractor Academy Training Pn>giamme

Procurement of spare parts

Arc ham ng of tendering document!

Closed bid lo current suppliers lor screening of coal required
at Amol. Camden and Grootvlei Power Station*

Additional Coal for Tutuka Power Station

Additional Coal for Tutuka Power Station

Additional Coal for Tutuka Power SlaUoa

Additional Coal for Tutuka Power Station

Additional Coal for Maiuba Power Station

Additional Coal for Majuha Power Station

Additional Coal for Majuba power Station

Provisioning of Smart Grid Solution

2 x Megs-Dnve-LCI Converter 12 Pulse Load Commutotcd Invrrtcrs Type. W12l2-3d3R452 and 2 x Dry-Type RLS1BLOC
VSD, Rectifier & Excitation Transformer for Kcndal Power Station's Boiler Feed Pump Electrical Plant Replacement and
Refurbishment Project

Publramt cm E-Tender Portal

Plot iston ul Fuel Handling service!

Supply and delivery of hntcrpnse Digital Assistant (EDA) and
accessories
Provision of psychometric reports, assessment materials and

Additional survey wink at Ingula Pumped Storage Scheme

Reactor cooLint system (RCP) level instrumentation upgrade

Supplier

VIP Consulting Engineers
Zithokk JV

EduPnik

Simcns Pty< Ltd)

Metre-file Holding Limned

Ten (U>) Current suplicts

Exarro

tCeaton

Tahedz*
Olcncorc Operation! South
Africa
Overlooked Colliery

Glencorc Operations South
Africa
Universal Coal Development

luawei Technologies

ABO South Africa (ply) Lid

Deviation from the proton

Lesedi Nuclear Services

Powertech System Integra tors
Ptv 1 l td

PsyTech

Barnard ft Schncido Land
Surveyors & Town PUnmng

Nuclear Consultant*
International |Ptv>I Id

V.W or
Contract

1.928348 Oft

5li.9C.2.WiO (X.

lfi.O7S.T7 8.43

850.000 00

44.000.000.00

3S.051.8O0OO

101.454.000 Of»

37I.9O»,8(X»O(>

370.989.8rm 0O

201JI34.OO(»W'

721.5A5.0OO 00

240.433 J 0 0 0O

60.000,000.00

88,604,675.00

O.Wi

10,747,114.00

21 660 000 0U

1 850 500.00

342 000.00

10 (XX) 000.00

Reason for Deviation

Delays in im>li«mfl hid process

Single source due to initial work

Single source - unrciponnve hids
from the hid prtve**

Original manufacture of cquiptnen

Single source - Current supplier
and no space within the

office for dociirncrtf s1i>r3(!C

Cost effective lo approach current
supplier*

Shortfall of coal

Shortfall of coal

Shortfall of COHI

Shortfall of coal

Shortfall of coal

Shortfall of coal

Shortfall of coal

Continuity of service

Original Equipment Manufacturer

Challenges experienced with the
National Treasury c-Tender
Portal on 14 February 2017

fcskoro's only registered South
Afncitn ftiel hnmlW

Renew-*) of license

Sole license holder

Single source • bidder conducted
mil.al field work

Single source due to intellectual
property rights

Attard/recommeJed by
AO/ AA

20)7«6AW

2017/07/12

2017*7/20

2017*7/03

20I7A6/22

2017AI7/13

2017A)7/2l

2017A)7/21

2017*7/21

2017*7/21

2017*7/21

2017*7/21

2017*7/21

2017AI4/29

2017*8/30

2017*9*1

2017*9/20

2017*8/30

2017*9/19

2017*9/13

2017*8/01

Not supported/Not
supporled/Cond it ional

supported
Conditional sirppori

Not auppofieJ

Supported

Conditional Support

Conditional Support

Conditional Support

supported

supported

supported

supported

supported

supported

supported

Conditional support

Conditional Support

Noting

Conditional Support

Not supported

Not supported

Conditional Support

Not supported

ConUncI start
date

2016/07/18

Not applicable

2017rt»9*l

Once off

Not slated

Ad-hoc basis

Not slated

Not slated
Not Jlnted

Not staled

Not stated

Not stated

Not slated

2017/H8/18

20171)9/27

Not applicable

2017/1)9/26

Not slated

Not stated

Not indicated

Not staled

Contiacl
expiry

201M>9/19

Not
orrltcaMe

2O19A>8/31

Once off

12 Months

Ad-hoc ha«s

12 Months

12 Months

12 Months

12 Months

12 Months

12 Months

12 Months

2017/10/01

2019/03/31

Not
applicable

2018/12/23

Not staled

Not stated

Not stated

Not stated

Ul
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GOVERNANCE MONITORING AND COMPLIANCE: QUARTER 3 (OCTOBER - DECEMBER 2016) REPORT- DEVIATIONS

Department/ Entity

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

ESKOM

Project Descript ion

Software & Hardware for meetings and document
collaboration solutions for Board members
Fresh fuel reception services
Supply of software engineering services for access control
system
Maintanance of control plant departmen and data
acquisition systems
Lease of office space: Kuruman (Northern Cape)

Software license maintenance and support

Software licenses and support for Charter Max and Ops X
systems
Partnership agreement negotiation consullatton and training
contract

Maintenance and support of Graphical Information Svstcms
(SmallWorld) licenses

Provision of Top Executive Remuneration Survey Report

Protection, telecontrol and automation equipment for
Pinotage Transmission Substation
Saicty awareness campaign
Design, Manufacturing. Installation and Comissioning of
new oil supply, drain pipes and manifolds: Math Power
Station
Manufactunng.delrvery. installation, testing and

commissioning of 22ll/(ifi/22KV 40 MVA transformer
Customisation, enhancement, effective and efficient
delivcrv of the Executive LTI and ST1 schemes
New contracts for the continuation of data sen ices and new
SIM card requirements

Conduct Hazardous Location (HAZLOC) legal compliance
audit al Eskom

Supplier

Great-Soft (Ply) Lid

Lescdi Nuclear Services

Process Computing Technology

MTN (Ply) Ltd

Harrv Leach Trust
Powcrtcch Systems Integrators
(Ptv) Ltd

Softmax Software Solutions

IABJV

I'owertcch Systems Integrators
(Pty) Ltd

Mercer Consulting Africa (Pty) Ltd

Siemens (Pn) Ltd

Lavish Zie (Ptv) Lid

Stcinmullcr Africa (Pty) Ltd

Powcrtcch Transformers (Pty) Ltd
and Aclom (PTY)

EPI-USE (Ply) Ltd

MTN (Pty) Lid and Vodacom (Ptv)
Ltd

BT Projects (Pty

Value of Contact

111 800 480.00

957 793.00

4 500 000.00

1 200 000.00

977 1M.K4

11219 672,00

335 380,00

11350 790,00

Not specified

150 000.00

14 896 779.00

15 (KKi (HKKIH)

14 124 322.00

30 000 000 000.00

4 027 145.00

15 000 000.00

0,00

Reason for Deviation

Sole supplier

Single source

Single source

Continuity of sen ice

Additional space required

Continuity of service

Single source

Continuity of service

Single source

Single source

Escalation contract value

Single source

Single source

Single source

Single source

Compctime bidding process not
successful

Emergency service

Award ' r ccommcdeJ by
AO/AA

2016-10-03

2016-11-07

2016-11-07

2016-11-17

2U 16.10-31

2016-10-06

2016-10-06

2016-12-07

2016-10-06

2016*12-06

Not slated

2016-12-15

2016-12-15

2016-10-27

2016-11-16

2016-11-29

2016-11-14

Supported/ Not
supported by NT

Supported

Conditional support

Conditional support

Supported

Conditional tupport

Conditional support

Conditional support

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Not supported

Conditional support

Conditional support

Cont rac t start Uate

Not stated

Not Mated

Not stated

Not staled

3 years

12 months

3 years

Not stated

Not stated

Not staled

Not staled

Net stated

Not stated

Not stated

Not staled

Not staled

Not stated

Contract expiry

Not slated

Not stated

Not stated

Not stated

Not slated

Not staled

Not stated

Not staled

12 months

24 months

Not stated

Not stated

12 months

Not slated

Not stated

Not staled

Not stated

ro
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©Gskom
Deviations Quarter 3: October - December 2017

ESKOM

ESKOM

ESKOM

ESKOM

Iiskom

Hskom

liskom

Iiskom

Hskom

l-sknm

Hskom

Iiskom

Kskom

Iiskom

Hskom

Iiskom

liskom

liskom

Iiskom

Iiskom

Iiskom

liskon,

Learner Anisans Training

Screening of Coarse Coal

Closed bid for snppiy of urgent coal to Amot Power Station

Re-issue of the urgent Coal for Tutuka Power Station

Maintenance of 1(1421 Dnvc Cam unit on Eskom vehicles

Maintenance of 11592 On Board Computer units

Advisor, and consulting services for the BIcsbokA BosBok
Project

Special tools to service MR t\pc V Tap changer

Design, manufacture, testing, development of user
documentation, supply, deliver., off-loading and erection of

control schemes

Impl cm entail on of 21 load management projects

Composite Insultators for Transmission Group Capital

Ad\ crtismg tender on c-Iender portal

Power Station

Remedial work on cabling and stringing at Nieuwehoop
substation

Productionalisation of Group IT result management

Standard for Infrastructure Procurement and Deliven
proicct - extension of validiu period for bid process

Lodge card limited bidding process

Launch ofNalional Association of Municipal Public Account
Committee

Monthh credit value adjustment, debit value adjustment

Monitoring of driver behaviour management systems

system
Reactor coolant system <RCP) level instrumentation
upgrade

Gijima People Technologv

Kcaion Klimnc

Exxaro Coal. Cathoros Commodities and Msobo
Coal

Selected Mines within 200km radius

DrivcRisk<Pt>)Lid

Mix Tclcmalics Enterprises SA (Pty) Ltd

Latcgan Bomver Civil Structural

Maschincnfabnk Rcinhausen

PowcrTcch System Integrators <Pr> ) Ltd.

Seventy Thirty JV (Pty) Ltd

LAPP. Speedcrafl t/a Ptistercr and NGK

None

Mbofho Consulting and Project Managers cc

High Voltage Southern Africa (Pty) Ltd (HVT)

Dcloittc Consulting (Pty) Ltd

Not applicable

Not applicable

Gallagher Convention Centre

Deloitte

Drive Risk (Pty) Ltd

BBE Encrgx (Pty) Ltd

Nuclear Consultants International <Pl\) Ltd

J H mm
IflK J H

2 42<i 45(1.0050 ]<SO 0(10.00

Not indicated

Not indicated

59 837 382.00

54 250 560.00

98 23 5 00

181 898 96

X 273 162 50

151 760 448 00

77 219 1 17 00

None

2 964 848 1 <>

129 078 46

22 388 997 61)

Not applicable

Not applicable

903 185 77

1 61K 800 00

2 192 920.82

3C 388 800.00

10 000 000.011

Closed bid

Closed bid

Closed bid

Contimiil> of sen ice

Original Equipment Manufacturer

Conlinuil} of service

Sole agent

C ompctitivc bid in Procrcss

Inergy Ser\'ices Companies
(HSCos>work

Urgent need for these specific
composite insulators

eTender Publication Portal
unavailable for publication

Continuity of service

Single source - contractor current)v
in the area doing similar work

Skills and expertise required arc not
readily available intcmatlv

Current tender validity expires

A decision was taken to terminati:
the service

(Sallaghor meet the requirements

Con,im,,,> ofs .n,cc

Conliniiilyofscnicc

Conlraclor currently in a list of
HSCO

Single Source - Onh approved
contractor.

2017/11/13

2017/1 I/OR

2017/11/23

2017/09/19

2H17/12/15

2017/12/15

2017/10/lh

2017/12/15

2017/12/11

2017/12/05

2017/11/07

2017/11/07

20)7/11/07

2017/11/01

2017/10/17

2017/10/19

2017/10/05

2017/1 1/06

2OI7/IO/IO

2017/10/12

•>[> 17/09/19

2017/08/01

Conditional 1
Support N " ' *•"">

Not supported

Conditional
Suppon

Support
Conditional

support
Conditional

suppon
Conditional

support

suppon

support

Conditional
suppon

Conditional
support

Noting

C onditional
support

Not supported

Not supported

Supported

Conditional
support

Conditional
suppon

Not supported

Not suppoted

Suppon

Suppon

Not stated

Not stated

Not stated

2018/01/01

2018/01/01

2018/01/01

Once off

2UI7/12/18

2017/12/01

2017/11/0!

Not applicable

2017/11/01

Not staled

Not applicable

Not applicable

Not applicable

2017/11/27

Not Stated

Not stated

Not stated

Not stated

N.-t stated

N<it stated

K ' l stated

2(i 19/06/30

2(M 9/06/30

2(118/06/30

Once off

20 IK/12/17

6 n in ths

6 months

Not applicable

6 months

2 months

Not applicable

Not applicable

Not applicable

On^e off

12 months

1 2 months

43 month.

14 months

u
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GOVERNANCE MONITORING AND COMPLIANCE; QUARTER 4 {JANUARY 201 7-MARCH 2017) REPORT- DEVIATIONS

Department/ Entity

Eskom

Eskom

Eskom

Eskoni

Eskom

Eskom

Eskom

Eskom

Eskoni

Eskom

Eskom

Eskom

Eskom

Eskoni

Eskoo,

Eskom

Eskom

Eskora

Eskom

Eskom

Eskom

Eskoni

Eskom

Eskom

bskom

Eskom

Eskom

Eskom

Eskon,

Pmicct Descnption

Fan Hanscit M4 Gearbox

Provision of office accomodalion - Lobedu House

Construction of Tomlx,l?2Kv

Fuel storage nt Koeberg Nuclear Power Slaiion

ports for 1? coal power station

Pic ision of ofTice ncconiodation; Lndvsmith Customer

Network Ccnlrc

Provision of a Pioicct Management Unil

Technology selection, construction pi inning and cost

and access roads area between boiler edj>e slab and road

No f for Ihc Mcdupi FGD iciiofi l piotcct

Manufacturmg. supply, installation and commissioning of

Power Station

Con struct ion of civil, primary «ork. installation and

commissioning of control plant equipment for Resgen 132k V

feeder ba\ ai Thcunispan Substation

Development plan Tor the Nuclear New Build Propnnimc-

Thysprunt Site

ECo,,om,= ,ssCs ! , , ,=n,fo,,hcn™,n,c l =a fp,m ,s

Facilitation of the leadership development module "M\

Eskom World at all levels of Eskom managerial pipeline

Maintenance of mil ing plant Math Powci Station

Kusilc Protect

itamtcnancc find completion of pnmai"\ and sccondarv plant

tibstation works at Tawcni. Eastern Cape

Nuclear unils feasible deployment

Maintenance ofmiimg plan! Matla Power Station

Conceptual design of the 4-20 veai scetion of the ash dump

aeihtv at Mcdupi Power station

Jc tin led design ofn genciatoi motor for application at p^at la

tipplv ti ansporlalion. erection and dismantling of

cofToldmg

hasc shunt icactors for v anous Eskom sites

P,ov,,,on of ofT.ce nccomodnUon <No,,hcm Cnpc,

ccuniv gum u sci~viccs ci imc prevent ion pati o's nncl ni mod

„> ,» , „ „ of ofTK^ccomc^Uon

manianiancc and operation of private telecommunications

clvvotk services

Supplier

B M G

Delln Property Fund

Manvelcti Consulting SA <Pt> > Ltd

Conco iPty) Ltd

International Quality Consultants

Luchzcl Oridcmemuip {Ptv I Ltd

DR M Investment cc

Biack and Vcalch

Urn bam JV

Vibrosystcms t/a Nnpcn

Technologies

Boipclo Engineering <Ptv > Ltd

Coerga Development Corporntion

University of Stcllenbosch

Business Today South Africa (Pft)

Ltd

Babcock International Group

Anip Taia Engmccnne Consortium

ATPE)

Sisonke Power Proiccts

North Wcsl University

labcok Entcmational Group

ones and Wagcncr (Ply) Ltd

: oshiba IviternntLonal ^Europe)

Electro Heat Energy.

— —

Andre van Nickcrk ans Van

Niekerk Attorneys

Mposhn Security. Dimphc

Sccnutv Raitc Cccunty and

Consulting.FTM Business

Solulions.Securclifc

Sccwitv.Eulitsaki Construction

and Cleaning Enterprise SIDS

Trading 50. Mathoniomava

Investments Holdings

kriuam Piopcrtics

Openserv'c

Value ofCoiitrac

3 500 000.0

12 45? H2H.00

12 0(10 000.00

10 817 T-6.2?

.i si ') <KMI,(H

?5 659 984 17^.00

2 !?? R2l>.24

163 054 174.6s

10 000 000.00

1 Q<)5 000.00

0.011

5 212 221.98

1 500 000.00

5 000 000.00

? 51? 520.00

36 001) OOti.OU

1 ?fift 500.00

(i.on

COO 000.00

5 000 000.00

8 550 000,00

5 S00 (lOIi.OO

14 156 242.70

200 1100 000.00

if.R 000.00

2 126 595.53

MR (Mid 000.00

Reason for Dev ia t ion

Sole source

Conl.rn.ih nf service

Competitive bidding process in progress

c™i,mi.l> , < m .

Specialised services

Sole source

CmliniuH I'tservicv

Continuity .'I sonicc

Single source

Single source

Standndisntion of vvoik

Continmtv ot seiMtc

Single source

Single source

Sole source

Competitive bidding process in pi ogress

a,,,,™,,,..**™*

Risk mitigate to continue clcctncilv generation and

safcrv of the rcactois

L'nsflicilcd bid

Competitive bidding process in progress

ton,™,,,, ,„ «n,™

E,P™.,on scope of >vo,k

Simple source

CimUmim i-f sen ice

C.™,,n»,» .,f,en,ce

Contimniv nf scm«

C«.ntinuit\ nfiwn-iLc

ICASA granted Eskom a licence e\cmplion to

construct, maintain and operate Private Electronic

Communications Network Services (PECN)

Award/recommcdcd bv

A O / A A

201 7/02/0';

2017/01/17

2017/02/0K

2017/02/09

2017/02/1?

201 7/01/2?

2017/0.1/20

2(117/03/0*1

2017/01/1?

2017/01/1?

2017/02/Mi

Not stated

2017/02/15

2017/02/15

2017/02/08

Not staled

Not stated

2017/01/0?

2017/03/10

2016/03/06

2017/02/17

2017/01/!?

2017/09/01

2017/02/02

2017/01/01

201 (VJ 2/14

'01 7/02/07

2017/03/06

2017/02/08

Supported/ Not

supported/ Conditional

Support

Conditionally Supported

SuppoHcd

Supported

Supponcd

Supported

Noi supported

Supported

Not supported

Conditional support

Conditional support

Co,,l,,,,orals,,ppo,,

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Not supported

Nol supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Conditional suppoil

Conditional support

i im t rac t start dad-

Not stated

2017/01/01

2017/03/01

2017/03/27

2017/03/01

Not stated

Not slated

Not stated

Nol stated

Not stated

Not slated

2017/02/01

Nol staled

Not stated

Not stated

2017/01/01

Not stated

Not staled

Not staled

Not stated

Nol staled

Not slated

Not stated

Nol stated

Not stated

Not staled

2017/04/01

201 7/04/01

Not stated

Contract cxpirv

Not staled

2017/12/31

2017/08/31

2017/07/31

20IH/I 1/30

Not stated

Nol stated

Not slated

18 months

2mon,hs

Not staled

2017/04/01

Not staled

'• months

2-.mc,,hs

2018/02/28

12 months

Not slated

100 days

ft-ft months

2 months

it months

Not stated

6 months

-,vcarS

Nol slated

2(H ft/H3/31

2020/03/29 10
(II
01
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dskom
GOVERNANCE MOMTORMS AND COMPLIANCE: QUARTER 4 (JAN - MAR 20t >) REPORT- DEVIATIONS

Eskom

Eskom

Iskom

Hkom

Eskom

Eskom

Eskom

EsKom

Eskom

Eskom

iskom

Eskom

Eskom

Eskom

Eskom

\pproach current suppliers from closed
JFPforCoal .
ifwrgSJ Tor various Eskom Power

3enerator Services Workshop

Construction of Duma si Hombe 132KV

Stormwater Controls for the Kendal Ash
Dump
Small aperture terminal connectivity for

mn closed circuit television

3re strengthening phase 3C- TYPE
:1LTER SHUNT CAPACfTOR BANKS

Supply, delivery and off-loading of Uquid
Suiphur to various
Jower Blattons
Manufacture, testing, supply, delivery, off-

^|c^onaorestimated quantities of Line

Heritage Management Project at Medupi
>ower Station
'roiect
>esign. Site Monitoring/Supervision and
Construction Services to the Steam
Senerator Replacement Container
.aydown Area and storage facilities at
(oeberg Operating

ssue Request for Proposal (RFPj for
(usile Power Station
imestone handling at Clewer Highveld
51 eel Complex, to the closed market

gS^ljnyffiiS'' - » ™ —
(endal Power Station's Boiler
Superheater Remaining Useful Ufa
Replacement Project at Kendal Power

Station
Upgrade of Water Treatment Plant Human

ISuvRaiSower Station
Radiological Analysis Services for
gfgtorg Nuclear Power

Various suppliers

Brecon SA

DonsoSdated Power Projects

Steffen. Robertson and Kirsten

WpKUd
t/odacom South Africa

EOH Power Systems (Pty) LM

Chemical Initiatives & Sasol
^ufifljrica

High Voltage Equipment (Pty) Ud

Mbhofu Consulting

Boles and Kennedy Manyalo
(Pty) Ltd

Makoyi Supply Chain Holdings,
;oal Solution and Hydro LJme

MTNSA

Babcock International Group

ABB South Africa (Pty) Ltd

PSI Risk ConsuKants

-.•jaa: > 3 *_i -rro.t=

Not stated

8 304187.98

2 066 769.45

2159 923.80

7 400 000.00

8 444 596.00

133 836 539.00

46 088 650.00

0.00

8 324 809.00

75 000 000.00

474 600.00

53 025 000.00

14 986 335.00

4 012 967.00

Shoitfal In coal

Delays in design
phase

Delays due to weather
and land
claimant

Continuity of service

Minimise new
Infrastructure costs

contractor could not
complete the

remaining work as
the resistors for three

(3) sles were

FeU^ifb
only manufacturers of

liquid sulphur
To finalise the

competitive bidding
process

To finalise the closure
phase

Scope of work has
not been
completed

Cheaper rail logistics
solution

bvlifSmaCn
Preferred Bidder

Continuation of the
service

Continuity of service

2018/01/26

2018/01/15

2018/02/22

2018/02/16

2018/01/30

2017/12/15

2018/02/02

2017/12/05

2018/01/24

2018/02/15

2018/03/15

2018/03/19

2018/02/16

2018/01/24

2018/02/06

•Jij'JiiMij'.i.

Not Supported

Supported

Supported

Not Supported

Not Supported

Supported

Supported

Not Supported

Supported

Not Supported

Not Supported

Not Supported

Not Supported

Pending

Not Supported

'•MSO'-'-iLV

Not stated

Not stated

Not stated

Not stated

Not stated

2018/01/08

2018/02/26

2017/12/01

2018/02/01

2018/03/05

2018/03/23

2018/03/23

2018/03/01

2018/01/06

Not stated

Not stated

Not stated

Not stated

Not stated

Not stated

2018/08/08

2020/02/25

Not stated

2018/07/01

2018/08/31

5 Years

24 months

2019/02/29

2018/05/05

Not stated

M
01
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<§>€skom
GOVERNANCE MOMTORINO AND COMPLIANCE: QUARTER 1 (APRIL - JUNE 2017) REPORT- EXPANSIONS

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Estcom

Eskom

Design, manufacture, testing
and supply of estimated
quantities of ine hardware for
distribution, transmission
Documentary filming ol the
construction process and
progress at Ingula Pump
storage Scheme

Detailed design and
construction

Integrated Secondary plant
solution fof transmission division
Transmission Power Delivery
Projects

Manufacture and supply of split
meters
Construction of waste water
treatment Plant at Kusile Power
Station

Provision of Medium Voltage
electric motors to various power
Stations

Manufacture, supply and
deivery of sedan, ight deivery
vehicles, heavy commercial
vehicles, mini buses, buses anc
panel vans to Eskom

Reticulation construction
services (Capital Programme)
For Eskom Distribution
Western Cape Operating Units

The dead work maintenance
and emergency services on 11-
33KV, MV and LV Networks and
associated projects within the
Umpopo Operabgn Unit (LOU)

A panel contract for BentJey
Enterprise Licenses
Subscription

Transmission shunt capacrtator
and filter bank protection and
control schemes.

l"he provision of Legal Services
at Eekom Holdings SOC Ltd
contracts for physical guarding
services at a l eskom operating
units, grids and national key

Supply Sulphur to various
Power Stations

Contracts to design,
manufacture, testing and supply
estimated quantities of medium
voltage electric motors to
various power stations

Provision of two accredited
actfitatore and one administrator
or Operating Regulations, in

High Voltage Systems and Plant
Safety Regulations for Kusile
*ower Station.

The Supply and delivery of
office chairs

•-'ITZ-j..'-

Babcock Ntuthuko Powertines
(Pty) Ltd and Prefermed Une
Products SA (Pty) Ltd

Du Films Production (Pty) Ltd

Ntamandia Construction CC

Siemens Pty Ltd

ABB South Africa

Landis & GYR (Ply) Ltd
Tubular Construction Zamanf
Engineering Services Joint
Venture (TZJV)

ABB South Africa (Pty) Ltd.
Adorn (Pty) Ltd and Zest
Electric Motors (Pty) Ltd

Toyota SA, Ford Motor.
Volkswagen, Nissan. General
Motors, Mercedes Bern and
Iveco South Africa Ply Ltd

17 service providers

Panel of 92 contractors

Bentley Enterprise

Powertech System Integrators
(Ptv)Ltd

73 legal firms

25 Various contracts

Sasol Nit™

3 various contracts

MP Learning Solutions (Pty) Ltd

Gxakwe's projects cc

Increase In scope require
additional funds.

To finalise final edit of 25 terra
bytes of construction footage.

Project delays

Time only expansion

Time only expansion
Continuation of services -
Original Equipment
Manufacturer

Incomplete designs at award

To alow for delvenes of a l
outstanding orders In the current
contract period.

To save costs on maintenance
of oH vehicles.

Continuity of serves while
nifJatinq a new tender process.

There ts currently a backlog of
poles that need to be replaced.

Sole source

Continuity of service

"Jon -responsive bidder on two
RFPs issued

Canceled bid process
Competitive bidding process in
progress

To a Bow for tho outstanding
orders and additional items to be
delivered.

Continuity of service
Urgent need for replacement
chairs while initiating 8 tender
process.

312.696.143.48

2.049,101.70

2.497.814.10

29.181.713.30

3.030.000.00

126,192.590.85

119.710.851.71

168&49636.40-ABB
20961 O68.87-Zest

54 271 707.30-Actom

944.581.283.87

100.000.000.00

100.000 000.00

9.427,300.00

1,427,334.39

200.000.000 00

397,575.048.00

115,720.000.00

244,082.414.00

2.606.440.00

72,740,687.34

209.599.098.22

3.585.000.00

Time only

0.00

0.00

107.803.734.28

50.000,000.00

Time extension

0.00

Time extension

50.000.000 00

44.468419.82

6.012.360.00

100.000.000.00

411.400,136.00

43833.714.00

0.00

Time extension

240.000,000.00

•

0.00

9,437570.00

0.00

0.00

0.00

63.191.745.10

105,038.578.50

5236619.03-Zest
35631 326.53-Actom

1.000.000.000.00

160.000.000.00

0.00

1,014,498.00

7.337.975.89

650.000.000.00

839.134.00

159.553,714.00

284.952,360.00

1.493 995.20

0.00

-

2017/04/13

2017/02/22

2017/04/13

2017/04/13

2017/04/26

2017/04/26

2017/04/13

Not dated

2017/04/13

2017/04/13

2017AM/13

2017/04/20

2017/04/20

Not dated

2017/02/15

Not dated

Not dated

2017/04/13

2017/4/24

Not supported

Conditional support

Condrtional support

Supporter

Support e<

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Not supported

Not stated

Not stated

from date of appointment

from date of appointment

from date of appointment

from date of appointment

2017/05/01

2017/04/01

from date of appointment

12 months

From date of appointment

2017/04/21

from date of appointment

from date of appointment

2017/04/01

2017/04/01

2017/05/01

2017/04/01

Not supported

Not statec

Not stated

5 months

6 months

6 months

12 months

2018/03/31

2017/08/31

27 months

Not Indicate

2018/07/31

2019/04/21

12 months

6 months

2018/03/31

2018/04/01

2017/08/31

2017/O5/3C

Not supporter
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Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eckom

Eskom

ESKOM

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

The 24 Air Conditioning Split for
the Direct current (DC). Low
Voltage (LV) Switchgear and
Medium Voltage (MV) at MatU
Power Station

Works at Kusile Power Station

Replacement of generator Iqiid

Replacement of Generator
Liquid Detector's Unit in
Hendrina
Dekvery of coal at Kusile Power
Station
Supply of spit meters to Eskom
on an as and when required
basis

Physical security services
Coal sampling, oversight and
analysis
Site SHEQ services for power
delivery projects
Quality Management Services
(Time Only)
Excess Coal Stockyard for
Medupi power station (Time
only)

Optical ground wire to distribut,
transmission and group capital
divisions
Modification of contract for
manufacture, testing, supply,
delivery, off-loading, erection
and commissioning of 22KVto
400Kv
Wage Bureau for the Medupi
and Kusile Power Station
Projects

Eskom Power Plant Engineering
Institute (EPPEI) Phase 11

Construction on minor civil
works at Koeberg Power Statior
Th« supply, delivery and
installation of surge arresters for
Gromis, Oranjemond and
Paulputs Eskom Substations

Manufacture, testing, supply,
delivery, off-loading, erection
and distribution, transmission
and Group Capital Divisions on
an as and when required basts
Design, suppry and installation
and commission of 88KV
overhead power line for the
Majuba Rail Project

Supply and defvery of various
gaes and cylinder rentals to
various Eskom sites
Design, procurement
construction, commissioning,
operation and maintenance of
Eskom Mkondeni Solar
Photovoltaic

Catering services

Provision of engineering
services at PTR storage tanks
at Koeberq Operating Unit

Umtsentane General Trading
CC

Turbine

Siemens Power Generations

Siemens Power Generations

Universal Coal Development

Landis & GYR (Pty) Ltd

Bom to Protect

various suppiers
Eagles Mutti SkiRs Academy
(Pty)

Tfvanathi. SSSJV and SMMIDT

ThyssenKnipp Materials
Handling ^PtylLtd
American Fijikura (Pty) Ltd,
Prysmian Cables Srstemas SA
Jiangsu Zhongtan Technology
Co. Ltd

Actom Pty Ltd

Tim* Data Sequel CC
University of Cape Town and
other six South African
Universities

Tyris Construction (Pty) Ltd

Siemens (Pty) Ltd

AB8 South Africa (Pty) Ltd

Consofidated Power Projects
(Pty) Ltd

Afrox (Pty) Ud and Air Products
(Pty) Ltd

Besandla Engineering &
Construction (Pty) Ltd

Various suppliers

TUVNORD

Temporal solution while the
central Chilled Water System is
being completed.

Clearing past open claims
received from the contractor.
To alow inspectors to maintain
and inspect shorts on planned
outages.

Additional scope of work

Continuity of service

A new system cannot integrate
with the current solution.
Competitive bid process

Uniesponsrve competitive bid
process
Align SHEQ services with
project timelines

Alow completion of services

Alow completion of services

Continuity of service

Unresponsive competitive bid
process

To minimise the risk of site
Instabiity

Specialist skills

Continuity of service

Continuity of service

Time extension

Competitive bidding process In
progress

Additional scope of work

Additional funding .funds has
depleted on the inrtital contract

TUV quafity services are critical
to the success of the project

1.297.957.37

16.89490B,993 00

0.00

84.940,267.10

3,154.983,000.00

126.192.590.85

13 689 423.56

193.500,000.00

1,170.573.12

28,863.648.00

1 069,444.585.41

824,588.388.00

234.508.101.00

105,688,544.00

154.950.000.00

9.247,375.84

420.167.70

81.714.522.00

78,907,294.61

22,800.000.00

4,067.262.11

97.250.000.00

374.880.00

159.919.20

2.745.692,298.00

4692.525.00

4.692.525.25

5.101,861.679.00

63.191.745.10

12.872.422.92

18.000.000.00

3,721,300.00

Time only

0

292.652,792.00

24.683.991.00

117.679,796.34

76,550,000.00

700.723.11

0.00

56.245.280.00

0.00

51 663.864.82

1,104,453.34

40.800.600.00

1.244, 000.00

0.00

0.00

0.00

0 00

616675.054.00

107.803.734.28

37,912,407.06

18,000,000.00

0.00

0.00

1.300.309.496.85

120.553.858.00

20,923.261.00

6 months

0.00

0.00

O.OO

15.756,448.00

0,00

89,246.927.67

0.00

0.00

2.019.600.00

2017/05/22

2017/03/01

2017/03/24

2017/03/24

2017 /0509

2017/05/11

2017/04/13

2017/05/31

2017/06/22

2017*21

22/06/2017

2017/05/11

2017/05/25

2017/05/22

2017/05/29

2017/04/26

2017/04/26

2017/05/11

2017/06/14

2017/06/21

2017/04/13

2017/06/06

2017/06/14

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Support e<

Supporter

Not supported

Support ec

Support ec

Conditional support

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Not supported

2017/06/01

2017/10/31

2017/04/01

from date of appointment

Not stated

from date of appointment

Not stated

2017/07/01

2017/01/04

2017/01/07

2017/01/07

2015/10/01

2017/04/08

from date of appointment

from date of appointment

2017/07/01

2017/04/01

2017/03/31

2017/07/01

2017/07/01

from date of appointment

from date of appointment

Not stated

2017/10/31

2021/03/31

2016705/31

six months

Not stated

8 months

Not statec

2017/09/30

2019/05/30

2017/12^0

30/06/2017

2017/09/30

2018/04/07

6 months

5 years

2017/09/3C

2017/11/30

2018/03/3C

2018/01/31

2017/10/30

2 years

8 months

Not statec

ro
in
03
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GOVERNANCE MOHTOBNG AND COMPLIANCE: QUARTER 1 (APRIL -JUNE 2011) REPORT- EXPANSIONS

Eskom

Eskom

Eskom

Eskom

E&kom

Eskom

Eskom

Eskom

Eskom

Eskom

Etkom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

:skom

Eskom

Eskom

iskom

Eskom

Provision of EFC core banking systems
and IT infrastructure

Upgrade of existing plant design and
construction of new plant and matenals
for the Ash Handing at Camden Power
Station

Project engrneenng services

Eletrical and Civi works

Manufacture and supply of Power
QualityMonrtoring Meters To Eskom
Procurement of Plant Design. Supply
and InstaBation of Overhead Track
Equipment (OHTE).

Re-mstatement of the Outside Plant MV
Swrtehgear board scope outstanding
works
Re-«nstatement of the Outside Plant LV
Swrtchgear board scop* outstanding
works

Outside Plant and Water Treatment
Plant Contol end Instrumentation
Refurbishment at Tutuka Power Station

HV and MV feeder tcheme*

Provision of Engineering and Project
Management at Kusile Power Station

Provision of Engineering and Project
Management at Medupi Power Station

InstaBation and Erecton of 160 Newry
Manufactured Low Bumerson (S) Units
at Camden Power Station

Provision of Porject Entpnerrmg
Services to Power Deivery Engmeenng
(Integration)

Provision of Professional Quantity
Surverying Services For Kusife Power
Station

Sourcing and delivery of MatenaJ and
Services for The Eskom Information
Centre (EIC)

Provision and Maintenance of the Fuel
OilPlant

Engineering and design of boilers and
associated plant

almet Blowdon Air Compressor
eplacement

Provision of Project Control for Kusie
ower Station

Provision of SAS software license.
mamtenance and support and
professional services

Project Engineering Surveying Services

onstructon of the new admin butong
at Camden Power Station

onstruction of portion of Medupt-
orutho 400KV Transmission l i n t

project (Section A

Ernst and Young

Rula Bulk Material Handing (Pry) Ltd
Continuation of services

57 Service providers

41 suppliers

Actom Protection Control a Division
ofActom(Pty)Ltd

trcon International Ltd

Siemens (Pty) Ltd

Siemens (Pty) Ltd

Yokogswa South Afnca (Pty) Ltd

ABB South Africa (Pty) Ltd

Black ft Veatch

PS Africa (Pty) Ltd

John Thompson a division of
ACTOM

DMG Resources

Durspi Consultants

EBSCO International & Worldwide
nformation Systems (Pry) Ltd for
subscription and Worldwide
nformation Systems (Pty) Ltd &

Alicanie Trading cc for Books

Sufamco SA IPty) Ltd

Mrtsubisr* Hitachi Power Systems
Europe Gmbh & Mitsubishi Hitachi

ower Systems Afnc« (Pty) Ltd

esed Nuclear Services (Pty) Ltd

PS Consulting

SAS Institute (Pty) Ltd

Themba Consultants

rencon Construction (Pty) Ltd

onsolidated Power Projects (Pty)
td (Conco)

; ; 1 ; . " . : - i • : * . • " • . . •

ESKOM is m the process of
disposing EFC and to start a
new bid.

Continuity of service

Continuity of service

Continuity of service

Funds depleted and additional
demand

Complete the remaining scope
of work

Re-instatement of scope

Re-tnstatement of scope

Funds depleted

Finalise the eomptttiv* btddng
process

Continuity of service

Continuity of service

Continuity of service

Continuity of service

Continuity of service

Funds depleted and additional
emand

High demand of fuel

Addrbonal scope changes

^esfgn is not nnafcsed

ustncss cononurty

ofware renewal

FQ process to be finalised

ontinurty of service

Continuity of service

18 951 495.00

545 114 511.00

43 700 000.00

149 350 000.00

18 908 520.00

649 997 067.24

270 568 947.18

128 119 764.06

60143 307.11

114 000 000.00

114 000 000.00

136 900154.96

7 51*015.00

90 082 271.04

56 972 064.00

22 368 000.00

185 316 600.00

20 52126129

141 052 017.60

29 186 756.76

26 360 836.90

72 322 S33.20

1 582 593 330.00

15 284 448.

116 497 357.22

17250 000.00

49 350 000.00

12 718 760.47

0.00

20 637 527.49

13 902 373.81

43 491 505.95

1 068819804.00

350 000 000.00

o.oo

0.00

51 376 767.92

98 875 887.00

26 506 000.00

3 092 835 843.00

0.00

0.00

231730 314.10

0.00

0.00

0.00

6 979 920.00

0.00

0.00

O.OO

0.00

0.00

0.00

17 708 680.62

109 205 551.50

13 771 267 374.00

6552 112 091.00

22 902 507.51

0.00

107 843 674.10

0.00

0.00

0.00

0.00

0.00

67 160 490.68

0.00

0.00

44 2S2 964.84

• ' - ' • • r r^v^-"

2018/06/19

2018/02/22

2018/04/12

2018/03/23

2015flD 3/12

2018/03/13

2013/01? 8

2018/03/28

2018/04/10

2018/04/23

2018/02/12

2018/02/12

2016/03/28

2018/04/05

2018/04/05

2018/02/23

2018/04/05

2018/04/25

2018/04/05

2018/04/05

2p16/02/24

2018/04/05

2018/02/27

2018/05/15

Pending

Not supported

Not supported

Not supported

Not supported

Supported

Not supported

Not supported

Conditional support

Not supported

Conditional support

Conditional support

Supported

Not supported

Not supported

Within AA/AO mandate

Not supported

Conditional support

Pendng

Not supported

Pendng

Not supported

Pendng

Supported

Not inacated

201 a/03/03

2018/10/01

2016/07/01

2016709/09

2017/03/14

2018/07/01

2018/07/01

2018/05/01

2018/03/01

2016/03/19

2018/03/19

2018/04/01

2018/04/01

2018/04/01

2015/03/16

2015/OB/01

2018/01/01

2018/04/30

2018/04/01

2017/03/01

2018/04AI1

2016/02/28

2018/06714

Notindkated

2018/12/02

2019/06/30

2021/06/30

2019/09/14

2019/04/13

2021/12/31

2021/12/31

2018/10/31

2020/02/28

2020/06/30

2019/12/31

2022/03/30

2019/02/28

2018/09/30

2020/03/15

2020/07/31

2021/03/31

2018/10/31

2018/09/30

2021/04730

2018/05/31

2018/08/31

4 months
10
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Eskom

Eskom

E&kom

Eskom

Eskom

Eskom

Estcom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Provision ol Forensic & Anit-Corruption
Consultation Services.

Manufacture and suppry of Split Meters
to Eskom on an as and when required

Provision of Legal Services For Eskom
Holdings SOC Limited

Supply of three PSA Nitrogen
Generation Plant Generation Plants at
Kustle Power Station

Maintenance and Operation of the
Sewer Treatment Plant at Kusfo Power
Station

Provision of Professional Services at
the Hendrina Power Station
Secunty Services at Stmmerpan

Refurbishment of four main isolation
vatves

Manufacture, suppty and installation of
the Auto Schemes at Koeberg for
Transmission Delivery Projects

Varve Regulated Lead Acird Cells,
Battery Stands. Battery Cabinets
andADAccessones to various divisions
onan as and when required basis

Provision of Monthly Bureau
Maintenance Service lor Driver
Monitoring Cameras Installed at Eskom
Vehicles Including De-lnstallatjon and
Re-lnstaflation of Unts

Maintenance of On Board Maintenance
Of ON Board Computers (OBC) UNITS
Installed on Eskom Vehicles

Supply, transportation, erection and
dismantling of scaffolding and insulation
matenal for Generation Power Stations
i n d u i n g Group Capital

Provision of Fuel Cards Facilities Tor
Fuel. Oil. ToU Fees. Repairs and
Maintenance Facilities

Contract for Home-Work. Home
Transport for Employees

The Suppty and Delivery of Hardware
Storage. Servers & Blades). Software,
professional services, maintenance &
support Modular Data Centre

Provision of Facilities Managemetn
Services to Eskom Real Estate (ERE)
Corporate Office Buildings in Gauteng
Region on as when required basis

Supply. Delivery and Offloading of Fuel
Oil to ad Eskom's Fired Power Stations

Procurement of Plant Design. Supply
and Installation and Commission of
88kV Overhead Power Line For Majuba
Rail Protect

Technical Assurance for Majuba
Offloading Facflrty and Yard
Dp ti rmsan on

Supply of Coal to Camden Power
Station

Design . procure merit delivery on site
excess coal stock yard at Kusile

Provision of technical assistance

Kago Solutions. Neo Solutions.
Prodogy. Crawford. EY. Nexia
SAB&T. Exactech. Qhubeka/XUIu.
Katch Logistics. Open Water. UBAC.
NMK. G9. Morar and Phandahanu

Landis & Gyr (Pty) Ltd and
Nyamezela Metenng (Pty)

Nugen Technologies (Pty) Ltd

Prentec (Pty) Ltd

Shaweni Consulting Engineers (Pty)
Ltd
Utafutja Trading (Pty) Ltd

WK Construct on

ABB South Africa (Pty) Ltd

COM 10 A Division of AC TOM {Pty)
Ltd

Drtve Risk (Pty) Ltd

Mix Telematics Enterprises SA (Pty)
Ltd

Southey Contracting (Pty) Ltd. Kaefer
Thermal Contracting Services. SGB-
Cape and TMS Group Industnal
Services (Pty) Ltd

Standard Bank SA (Stannic)

UM Joint Ventures

Hewlett-Packard Enterprise (HPE)
South Africa (Pty) Ltd

Ens Penscopic Mastngati. Leroy
Building Construction cc & Thumncu
(Pty) Ltd

Econ Oil & Energy (Pty) Ltd & FFS
Refiners (Pty) Ltd

Consolidated Power Projects (Pty)
Lid

Themba UES Joint Ventura

Vunene Mining

Tenov* Mining and Minerals South
Africa (Pty) Limited

Ergo Exergy Tech inc

Limned funds and addrtonal
scope of work

rina(<se the competbve bidding
process

Finalise the compettive bidding

Additional scope of work

Finalise the competbve bidding
process

Complete the remaining scope
of work
Business continuity

Additional scope of work

Continuity of service

Addbonal business
requirements

Finalise the compettive bidding
process

Finalise the compettive bidding
process

Court interdict

rinalise the compettive bidding
process

-inaiise the compettive bidding
process

Continuation of service

Depletion of funds and
additional scope of work

Finalise the compettive bidding

Complete the remaining scope
of work

delays in Construction
Services

Continuity of service

Addional scope of work

Finalise the competttve bidding
process

30 000 000.00

350 169 590.85

200 000 000.00

20 981 016.00

1 85S 870.00

2 716 641.75

20 998 074.76

3 030 000.00

3 BOB 711.92

16 621 495.00

18 083 250.00

0.00

7 217 841.84

25 477 033.18

421 171 934.61

57 550 888.00

2 485 574 824.83

91 539 383.44

15 722 623.33

1 531 600 000.00

962 383 80Z66

49 971 836.00

62 369 600.00

201 384 282.19

80 000.00

0.00

0.00

2 587 970.52

1 140 000.00

0.00

8 696 901.95

41 291 568.00

39,875.460.00

390 025 028.00

5 836 085.61

2 327 610.51

230 000 000.00

0.00

0.00

0.00

5163 960 000.00

166 287 688.00

105 310.89

79 914 495.41

129 110 460.10

750 000 000.00

15 106 318 92

3 591 493.00

0.00

1 725 310.29

0.00

0.00

5 009 311.56

0.00

0.00

0.00

29 464 993.69

9 261 306.78

0.00

0.00

0.00

Not Indicated

586 042 531.30

0.00

0.00

2018/05/24

2018/04/04

2018/04/17

2018705/17

2018/05/06

2018/05/15

2018/05/04

2018/04/19

2018706/25

2016/06/18

2018/06/25

2018/06/25

2018/06/06

2018/05/30

2018/06/27

2018/05/22

2018/06725

2018/06/25

2018/06/22

2018/03/28

2018/04/18

2018/03/29

2018/04/10

Conditional support

Not supported

Conditional support

Supported

Conditional support

Conditional support

Not supported

Supported

Pending

Not supported

Conditional support

Condibonalsupport

Supported

Supported

Supported

Supported

Supported

Supported

Conditional support

Awaiting additional information

Conditional Support

Not supported

Pendmg

2018/06/01

2018/11/01

2018704/01

2018/05/18

2018/05/10

2018/05/15

2018/05/01

2017/11/01

201B/08/01

2016/08/01

2018/07/01

2018/07/01

2018/07/01

2018/06/01

2018/07/01

2018/05/31

2018707/01

2018/07/01

2018/07/01

2018/04/01

Not Indicated

Not Indicated

Not Indicated

2019/04/30

2018/12/31

201U/12/31

2016/11/15

2018/06/09

2018/07/15

2019/04/30

2018/05/31

2019/05/31

2021/07/30

2018/07/31

2018/07/31

2018/09/30

2016712/31

2016/07/31

2019/30/04

2018/08/31

2016710/31

2018/08/31

2018/03/30

5 years

Not Indicated

12 Months

N

O
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€skom
GOVERNANCE MONITORING AND COMPLIANCE: QUARTER 2 (JULY-SEPTEMBER 2016} REPORT- EXPANSIONS

Department/ Entity

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

Eskom

EsKom

Eskom

Eskom

Eskom

Project Description

Security Services

Supply and construction ot !hp Dassenberg
substation
Provision ot Scaffolding, access and thermal
insulation services

Supply of coat at Amot Power Station

Provide Kusile Power Station with a
complete design, procurement, delivery to
site, erection, cold and hot commissioning of
the coal

Supply of coal to Majuba Power Station

To provide APN services

Control and Instrumentation (C&l) Syslem for
Medupi Power Station

Extension ot contract at Medupt Power

Provision of scaffolding

Supply ol coal to Komati Power Station

Installation of titanium lubes and
returbishmen! of turbine condensers to Duvha
Power Station
Supply of coal to Amot Power Station

Providing Kusile Power Station with design,
manufacture, suppty, installation,
commissioning and tesling control and
nslrumentation system
Supply and Delivery of air heaters and
draught
spares plants

Supplier

GJV Security (Pty) Ltd

Roshcon SOC Ltd

Southey Contracting (Pty) Ltd

(Pty) Ltd

Tenova Mining and Minerals SA
(Pty) Ltd

Tegeta Exploration and
Resources
(Pty) Ltd
Vodacom

Alstom S&E Africa (Pty) Ltd

Siemens ACI Open Consortium

Southey Contracting (Pty) Ltd

Koornfontein Mines (Pty) Ltd.

Gea Nilenca (Pty) Ltd

Hlagisa Mining Ltd

ABB South Africa

Howden Africa (Pty) Lid

Reason for extension

Competitive bid process is in
proqress
Construction of feeder bays Irom
Koeberg to Dassenberg

Competitive bid process is in
proqress

Provide contractor with the
Distributed Control System

Additional suppty for coal required

Continuation of service
Alignment of completion date at
Medupi with Integrated Master
Schedule

Delay due lo labour unrest

Competitive bid process is in
proflress
Additional supply for coal required

Unlorseen urgent re-lubmg

Expansion of scope

Expansion of scope

Expansion of scope

Original Contract
Value

596.000.00

28,000.000.00

44,460 865.25

235,021,150.00

1 001 219 697.00

3.794.748.750.00

20.000.000.00

1 349 351 818

107.270.440.00

44,460,865.25

6,955.200.000.00

51.900.000.00

3 195.696.000.00

3,102,828.043.38

298.800,000.00

Value of
Contract

Exlensio
n

965.400.00

1,565.425.27

8.260.000.00

854.955.000.00

318,322,174.24

2,937,870,000.00

10,000,000.00

Not stated

36.688,432.00

8.260.000.00

341.544,200.00

19,175.069 00

137.784,000.00

550.044,229.00

218,300,000.00

Value of
previous

extension
&

1.287,200.00

4,122,005.58

48.954.685.60

Not stated

Not stated

Not stated

Not stated

629 171 844

16.876,537.00

48,954.685.60

not stated

40.192.519.00

442,656.100.00

not stated

185.500.000.00

Award/
Recommende

d date by
AO/AA

9/16/2016

7/22/2016

Not stated

8/11/2016

8/10/2016

8/22/2016

Not stated

Not stated

9/26/2016

7/21/2016

Not stated

Not stated

Not stated

Not stated

Not stated

nol supported/not supported

Supported

Supported

Supported

Not Supported

Supported

No! Supported

Supported

Supported

Supported

Supported

Supported

Supported

Supported

Supported

Supported

Contract Start
Dale

2016/10/01

Not stated

Not stated

Not stated

Not stated

Not stated

Not stated

2016/09/30

Not stated

Not stated

Not stated

Not stated

Not slated

Not stated

2016/10/01

Contract EIKI
Dale

2017/03/31

not stated

not stated

not stated

not stated

not stated

not stated

2019/12/31

not stated

iot stated

not stated

not stated

not stated

not stated

2016/12731

JAM-313



€skom GOVERNANCE MONITOMNG AND COMPLIANCE: QUARTER 3 (OCTOBER - DECEMBER 2016) REPORT- EXPANSIONS

Department/ Entity

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

ESKOM

Eskom

Project Description

Provision of professional quantity
surveying services at Kusile Power
Station

Construction of terrace underground
facilities at Kusile Power Station

Supply of 3 PSA Nitrogen Generation
Plant for Kusile Power Station

Provision of raw water to Eskom
power stations
Manufacture, supply and delivery of
air healers
Upgrading of four transformers for
Van dcr Bilj SS controller within
Gmttcns Operating Unit

National Security Services

Electrification and minor reticulation
projects on an as and when required
basis.

Supply of 600 000 ions of coal

Panel of suppliers for strategic
business management
Supply of coal to Klipfontcin ,
Leeupoort Colliers and Mooifonlcin
Bcncficiation Plant
Construction, installation, erection
and commissioning of miscellaneous
building

Construction sen ices for major
reticulation contracts for the Gautcng
Operating Unit

Combustion of waste terrace at
Kusile Power Station

Extension of construction of various
buildings at Medupi Power Station

Maintenance and outage repair
sen ices for boiler pressure parts al
coal fired power stations

Supply of Coal to Komaa Power
Station

Technical support and maintenance
of air heaters and draught plant fans

Design, manufacture, supply,
installation, commissioning and
testing, control and instrumentation
system for units 1 to 6 and the
balance of plant at Kusile Power
Station Project (P21)

Physical security services in Limpopo

Expansion of contract for general
good.services forGrootvlei station
Modification of contract for
manufacture, testing and supply of
estimated quantities of Circuit
Rrcakers

Supplier

Durapi Consulting

Esor Construction (Pty) Lid

Nugcn Technologies (Pty) Ltd

Department of Water and
Sanitation

Howden Africa (Ply) Ltd

Rotek Industries SOC

L,L Security Services cc.
Maximum Security Services,
and Double Barrel Security
Services cc

35 contractors on the panel

Sudor Coal (Pty) Ltd.

Various Contractors

Iyanda Mining (Pty) Ltd.

Basil Read (Pty) Ltd

Various Contractors

WBHO Construction (Pty) Ltd

Aveng Africa Limited

Actom, Babcock and
Stcinmullcr

Koornfontcin Mines (Pty) Lid

Howdcn (Ply) Ltd

ABB South Africa

Various

Not stated

Actom High Vollage (Pty) Ltd

Reason for extension

Continuity of scviccs

Increase quantities due to additional
of scope

Expansion of projca duration due to
modification of scope

Continuity of service

Funds depicted before expiry period.

Additional scope of work still need to
be executed.

Additional sites without security arc
being exposed to vandalism due to
absence of security.

Project delays due shortage of
Eskom trucks.

Competitive bidding process in
progress

Additional projects identified

Competitive bidding process in
progress

Delays in construction

Funds depleted before expiry period.

Revised Bill of Quantities

Extension of duration to assess
completion of all contractual
obligations

Allow sufficient time for competitive
bidding process

Continuity of sen ice

Continuity of service

Previous contractors terminated

Competitive bidding process in
progress

Project value under estimated

Additional stock required to restore
power supply

Original Contract
Value

79 079 536,00

311 106 943.00

18 404 400,00

3 394 000 000.00

298. ROO.000.00

1 162 248.83

63 037 601.16

100 000 000.00

1 586 995 200,00

605 000 000 tHMExcl
VAT1

506 018 266.67

521471 349.41

50 000 000.00

656 204 475.81

232 211 127.00

740 000 000,00

341544 200.00

655 300 000,00

2 522 783 814,38

70 503 708.88

39 544 817.20

482 429 232.00

Value ofContract
Extension

56 841 167,00

382 208 460.00

0,00

1 844 811 849.00

218.300.000.00

3 230 452.05

41601 695,05

142 371411.93

162 486 000.00

1 200 000 000.00
<ExclVAT>

93 656 544.67

740 887 566.21
(Excl VAT)

12 420 176.47

213.972.01048

Time only no value
cquicd appoval

2 505 875 132,00

6 955 200 000.00

674 800 000.00
{Excl VAT) and 61
400 000.00 for an>

unforeseen
contingencies (Excl

VATi

550 0044 229.00
with on additional

contingency fee of
30 000 000.00

31020 156.69

23 409 758.00

13 639 554.54

Value of previous
extensions

37 758 546,00

1098 347 892.00

0,00

1 301534 473.00

185 500 000.00

n/a

None

70 772 601.46

1 598 391048.00

None

321558 500,67

953 270 107.91

248 403 529,36

1 494 366 263,91)

807 906 320.00

3 171875 133.19

87 093 771.00

1372 900 000,00

NONE

0,00

5 604 430,00

786 226 998.00

Award/
Recommended date
hv AO/AA

2016-11-22

2016-11-11

2016-11-17

2016-12-09

2016-09-26

N/A

2016-08-18

2016-09-26

2016-10-27

2016-10-27

2016-10-13

2016-10-06

Not specified

2016-11-11

2016-11-24

2016-11-30

N/A

2016-09-26

Nol specified

2016-11-24

2016-07-11

Nut stated

not Supported/not
Supported

Supported

Conditional support

Conditional support

Supported

Conditional support

Supported

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Supported

Contract Start Date

Not stated

Not staled

Not stated

Nol slated

04/10/2016

Not stated

6 months

Nol stated

3 months

3 years

1 Month

24 Months

Not staled

60 Months

18 Months

12 Months

Not stated

2016-09-26

Not stated

2016-12-01

Nol staled

Not slated

Contract End Date

Nol stated

Not stated

Not stated

Nol staled

Not staled

Not staled

Nol stated

Not stated

Not stated

Nol stated

Nol stated

Not stated

Not stated

Nol stated

Not stated

Not stated

Not staled

6 months

Not slated

2017-03-30

Nol staled

Not stated

ro
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Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Extension of contract for dust & noise
monitoring sen ices at Kusilc

Extension of manufcturcr, testing,
supply, deliver;, offloading and
erection of estimated quantities of 6.6-
132KV Voltage transformers
Construction, installation, erection
and commissioning of miscellaneous
building
Supply and delivery of Gas for
Research. Testing & Development
(Roshcrvillc)

Supplj. delivery and support services
for laptops.dcsktops and slates

Modification of an Infrastructure al
Mcdupi Power Slation
Construction sen ices for Minor
Reticulation contracts within the
Gauteng Operating Unit
Loading of coal at the Bhnkpan Rail
Siding
Coal handling services at Tuluka
Coal Terminal
Unit board replacement at Palmiet
Pumped Storaee Scheme

Construction of water treatment plan!

Provision of Fuel Oil and Sootblower
Plan! Maintenance
Supply of milling plant maintenance
services from unit 1 to 6 al Duvha
Power Station

Provision of Biomctric Access Control
Software. Equipment/Materials and
Consumables at Mcdupi Power
Station project

ProMsion of security sen ices in the
Wclom Area. Free Stale Operating
Unit
Provision of Forensic and Anti-
Comiption consultation services
Transportation of raw and portable
water from Kendo] Power Station to
Kusilc Power Station project
Chimney sand silos at Mcdupi Power
Station

Security services

Construction of Miscellaneous
Structure at Kusile Power Station

Catering Services

Maintenance KRUSSof K l l

Supply of coal

Planning. Scheduling tasks. Cost
Engineering. Control tasks and
Control with verification of progress

Provision of engineering project
support and facilitate upgrade of Kriel
Fabric Filter Plant
Construction of Gilcad MiVk and
Knobcl Chloe 66Kv Feeder Ba\s
Provision of equipment, materials,
consumables and services required
tit complete site work

Security services

Refurbishment and upgrade of
Elctrosiatic Prccipitators at Matla
Power Slation

Gijima Holdins (Ptj) Ltd

Instrument Transformer
Technologies (Pt\) Ltd

Basil Read (Pt)) Ltd

Air Liqmdc

Mustek (Pt>) Ltd

Actom (Pry) Ltd

Various Contractors

Makoya Supplv Chain Holdings
(Ptv)Lld

Transncl Freight Rail

Siemens (Pry) Ltd

Alula Waicr(Pty) Ltd

Clyde Bcrgmann Africa (Ply)
Ltd

SleinmullcT Africa (Pt>) Ltd

Honc>wcll Automation and
Control Solutions (SA) (Pty) Ltd

Phiriphiri Security Services

Panel of service providers

Tamukclo Business Enterprise
cc

Karrcna-Concor Joint Venture

Bom to protect security

Stcfanulti Slock Basil Read
Joint Venture (SSBR-JV)

Lcphalale Site Services

Advance Laboratory Services

Inyanga Mining (Ply) Ltd

RPS Engineering

Babcock & Wilcox Power
Generation Group

High Voltage Technology

Stcfanulti Stock and ITJZJ

3om to protect security

Hamon SA (Pty) Ltd

Competitive bidding process in
progress

Competitive bidding process
unsucccsful

Dcla> s in construction

Incorporation of additional need

Escalating business needs for
computer equipments.

contract on sue

Funds depleted before project
completion

Contract value depleted due to non-
pcrfomance bv other mines

Continuity of service

Continuity of service

Outstanding work remaining due

Continuity of sen ices

CompciiuA e bidding process in
progress

Additional scope of work.

Continuity of sen ice

Backlog of forensic sen ices

Competitive bidding process in
progress

Competitive bidding process in
progress
Competitive bidding process in
progress

Revised design and measurement

Increase number of staff working on
site

Calibration of Kruss equipment

Compclib\ c bidding process in
progress

Continuity of service

Inspection by contractor outsalnding

Inspection by contractor outsatnding

Increased quantitilies

Competitive bidding process in
progress

Continuity of service

2 506 692.69

19 809 181.89

227 31)4 374.00

2 213 900.00

38 500 000.00

735 302 678.00

75 000 000.00

166 655 600.00

127 5OOOOO.OO

9 561 336,00

718 114 780.00

32 800 001.57

0.00

9967051.10

23 180 584.15

30 000 000.00

63 534 415.00

797 010 242.00

13 689 423.56

1632 321 742.11

221 046 709.94

92 207.25

506 018 266 67

123 729 840.00

139 397 259.82

23 016 957.98

211419 990 6 :

13 689 423.56

331564 637.30

1 221281.45

19 809 181.89

0.00

892 204.00

60 258 823.00

582 397 111.00

203 013 259.31

53 835 600.00

10 800 000.00

5 313 080.87

120 996 405.00

10902 731.64

Not staled

15 581432.57

5 727 422.98

30 000 000.00

14 694 095.52

19 867 486.60

5 339 428.14

1 183 068 984 06

189 829 034.77

984 965.20

2 816 148 764.00

68 362 292.00

0.00

0,00

425 780 104 16

5 339 428.14

218 757 930.68

0.00

0.00

511449 309.30

0.00

0.00

1 551 557 012.42

0.00

13 000 000.00

0.00

0,00

0.00

0,00

0.00

0.00

26 704 909.07

0,00

0.00

202 545 752,00

32 794 327.52

739 849 498.47

0.00

0.00

321 558 518.60

0.00

19509076.6';

383 979.08

0.01'

32 576 978.92

30 093 699.37

2016-11-24

2016-12-14

2016-11-24

Not slated

2016-05-12

2016-10-10

2016-10-31

2016-12-09

2016-12-09

2016-12-12

2016-12-14

2016-12-14

2016-12-15

2016-12-15

2016-12-15

2016-12-15

2016-12-15

2016-12-14

Nol stated

2016-11-11

2016-11-11

2016-11-17

2016-11-15

2016-11-22

2016-12-15

2016-12-15

2016-11-11

Nol stated

2016-094(6

Conditional support

Conditional support

Supported

Supported

Not Supported

Conditional support

Conditional support

Conditional support

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Not Supported

Conditional support

Supported

Conditional support

Supported

Conditional support

Supported

Supported

Conditional support

Conditionally Supported

Supported

Supported

Conditional support

Supported

Supported

Not stated

2015-01-11

2017-01-01

2016-09-22

2016-07-18

Not stated

Not stated

Nol stated

Not stated

2016-12-18

2016-12-30

Not slated

2016-12-28

2016-04-01

2017-01-01

Not stated

2016-12-22

2017-07-07

2016-11-01

Not stated

Nol staled

Not staled

2016-12-31

Not stated

Nol stated

Not stated

2016-10-20

2016-07-01

Not staled

2016-10-31

2017-12-31

2018-08-21

2017-07-17

(•> years

.'6 months

Not stated

Not stated

2017-08-12

2019-03-31

Not stated

2017-0.1-27

2019-03-31

2017-03-31

2019-03-50

4 Months

2018-07-07

2017-04-30

l'> Months

Not stated

Nol stated

Not staled

2018-03-18

Not stated

Not stated

Not stated

6 Months

2019-12-31

G>2 W
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GOVERNANCE MOMTORINO AND COMPUANCE: QUARTER J (OCT - DEC 2017) REPORT- EXPANSIONS

ESKOM

ESKOM

ESKOM

ESKOM

ESKOM

Eskom

Eskom

Eskom

iskom

;Skom

Eskom

Eskom

Eskom

Construction of waste water
treatment plant

Permanent Railway Line for
Majuba Power Station

Travelling wave locator
system on transmission
lines to the transmission
division on an as and when
required basis

Rehabilitation of avrj item* at First
Fals. Second Falls and
Cotywobbles dams that feed
Eskom owned related hydro
station* situated in the Eastern
Cape Province.

Security Services

^ortservacy Tanks at Kusile Powei
Station

Supply. Clearing and servicing of
chemical toiets including unrals at
Kusile Power Station

Site cleaning services at Kusile
>ower Station

vfedum end Low Pressure Valves
md Valves Spare*

Western Cape Operating Unit

Various Gases and Cylinder
Rentals

Compressed Ar Quality Equpmen

'artal Re-lnsUaton of Droenvief
>rotflus400KVLJne

Tubular Zamanl

Aveng Africa (Pty) Ltd

H.V Test (Pty) Ltd

Surface Preparations Equipment
ind Coatings (Pty) Ltd

Jom to Protect

doreki Distributors

doreki Distributors

iravo Guzubane Youth Co-
operative Limited

ajnsworth Diagosys JV, tthuba
halves and Industrial Suppliers
X , Mitech Mokoena JV &
lenzele Premier JV

Sordian Fence sa (Pty) Ltd and
Wriwre

<\frox (Pty) Ltd & Air Products
;Pty)Ltd

ngersoR Rand

)okugesi Electrical CC

Delay* in providing access to
site

Continuity of services

Competitive bid in progress

>elays caused by weather
conditions

Continuity of services

Continuity of service

Continuity of service

Continuity of service

Continuity of service

Continuity of service

Continuity of service

Additional work required to
:omplete work

4ddrtional work required to
;omplete work

- • • , . .

131661 936.89

573119 300.28

15 097 619.70

27 714 925.81

15 605 942.66

9 228 000.00

JO 411700.00

10 245 214.00

71 329 552.00

16 666 666.00

22 800 000.00

31 999 467.00

16 078 050.00

70 493 167.60

81 032 153.42

4 309 151.81

0.00

6 436 211.46

15444.00

62 499 000.00

14 746 471.00

166 623 975.00

7 500 500.00

140 910 792.00

! 415 274.00

3.00

155 038
578.50

38 594 427.00

2 220 598.16

3.00

43 556 206.59

).00

3.00

3 878 073.00

S4 646 471.00

14 914 057.00

3.00

3.00

1 0 0

: , , , , . ; : - . : • , ,

2017/10/0
1

2017/08/2
9

2017/10/1
1

J017/12/13

2017/10/18

17/12/2017

2017/11/10

3017/10/19

J017/11/20

2017/11/28

2017/10/13

2017/09/19

2017/06711

Conditional
support

Conditional
support

Conditional
support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Supported

" • • > ' : • ' ; . . . ; : - ' : . " •

2018/04/01

Not Stated

Not Stated

lot Stated

1018/01/01

2017/12/01

•017/12/01

2017/10/27

!017/11/02

>017/12/04

2017/11/01

2019/01/01

2017/09/01

2018/06/30

7 months

Not Stated

7 Months

2015703/30

2018/11/30

2018/11/30

2018/1085

2018/03/31

2018/03/03

2018/03/01

2020/10/30

21 months

ro

JAM-316



-skom

iskom

Eskom

Eskom

E*™

Eskom

Eskom

Eskom

iskom

Eskom

Eskom

ESKOM

iskom

ESKOM

?ai. Handing and Road

nlegraled Secondary Plant
Solutions for Transmission Plant

Division. Compfisjng Protect on
Schemens, Telecontrol and
Subs tat on Automation Equipment

Fne design, manufacturing,
nstaiiadon and commissioning of
MW oil pipes, drains pipe*.
nanifolcto for level stands and
fabrication of bends

toiler wotks at Kusile Power
Stab on

Cental of Parkhomes at Duvha
Jmt 3 Recovery

Provision of architecture civil.
structure, cjeotechracal. electrical
ind mechanical, fire detection and
ighCng and quantity surveying
•ervices

Consolidated Buldmg
Management Systems at Khusile
Jower Station

^ngneenng. design, manufacture,
supply, delivery,
eiecton/i retaliation, trusting and
commissioning of 6 complete
xalere and associated plant

Manufacture and supply of
netenng kiosks

Expand current contract for DC &
UPS System at Kusile

Provision of a wage bureau for the
lor the Medupi and Kusile Power
Station projects

dodfy a panel contract contract foi
le provision of legal services

Supply and delivery of ION
xchange resins to vanous Eskom

Power Stations

Stnngmg, cabling and earthing of
qupment and protection schemes

at Hydra Substation

billing plant maintenance services
t Matla Power Station

dwala Holdings

Siemens Pty Ltd

Stemmuller Africa (Pty) Lty

Mitsubishi Hitachi Power Systems
Europe GMDH and Mitsubishi
Hitachi Power Systems Africa
Pty) Ltd

<wikspace Modular Building (Pty)
.td

liso Consulting

Honeywell Automation and
Control Solution Southern Africa

Mitsubishi HitacN Power Systems

Sabt Switchboards cc

Actom (Pty) Ltd

Time Data Sequel cc

Various suppliers

Agechem Water Treatment cc

High Vottage technologies (Pty)
Lid

Babcock Ntuthuko

Continuity of service

Continuity of service

delays in providing access to site

Delays in providing access to site

Competitive bid in progress

Continurty of service

Jnresponsive bid

Continuity of service

Continuity of service

Continuity of service

ncrease in service demand

Continuity of service

Competitive bid in progress

Continuity of service

Competitive bid in progress

72 101 551.00

29 181713.00

>8 192 943.00

18 531680.00

111 120.00

1 976 084.00

14 812115.00

18 531 680.00

43 100 000.84

57 440 534.61

05 688 544.00

200 000 000.00

82 783 708.87

3 404 404.00

0 449 047.72

192 651 450.00

).00

3.00

3 092 853.00

J7 150.00

452 821.00

12 683 323.94

1 0 0

).00

3.00

T6 756 203.13

800 000 000.00

33145 113.80

919 765.00

9120 000.00

3.00

3.00

3.00

3.00

D.00

3.00

3.00

3.00

54 771 166.85

3.00

40 923 593.01

75 000 000.00

2 417 556.33

0.00

4 000 000.00

!017nO/l7

2017/10/03

5017/11/29

?017/12/04

2017/11/30

1017/12/15

2017/12/05

?017/10/31

2017/10/27

2017/10/17

2017/11/08

2017/11/30

017/10/27

017/10/17

017/10/01

Conditional support

Conditional support

Supported

Conditional support

Conditional support

Conditional support

Conditional support

Supported

supported

Supported

Supported

Supported

Supported

Supported

Supported

2017/11/01

2017/11/15

2018/01/01

'018/01/01

'017/12/06

'018/01/01

2018/01/01

Jot stated

2013/08/09

2010/11/19

'lot stated

2009/05/01

2011/12/01

2016/07/19

not stated

2019/10/30

2018/07/14

2018/08/31

?021/12/31

2018/07/05

2018/06/30

2020/09/01

121 months

3 months

Jyeas

4ol stated

2017/04/30

2016/11/30

2018/05/31

018/05/31
ro
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Eskom

Eskom

Eskom

Eskom

;skom

Eskom

Eskom

Eskom

:skom

iskom

Eskom

Eskom

-ogic modficaOona B2B, Blackstar
2 for control and instrumentation
jpgrade

'rovision ot meter audits, removal
ot illegal connections,
disconnections and teconnectlons
n Gauteng
operating Unit

Maintenance and operation of
tM sewer treatment plant at Kustle
3ower Station

?e*ign and construct on o(
turner storage facility in Camden
3o«v«r station

Common plant pressure vessels
esbng and repairs

Calenng services

Anting services

Manufacture, supply, delivery, off
oadng and commissioning of 66kv
md 132kv circuit
xeakers

Manufacture, supply, delivery, off
oading and commissioning
M400kv circuit breakers

Manufacture, supply, delivery . oft
oadnQ and commissioning of 2./a
w circuit breakers

Provision of facilities
management services to
estate within North West
Operation
Unit and Grid

Security services

\ndritz-Hydro GmbH

Thumnoi (Pty) Ltd

3rentec (Pty) Ltd

Fsalanang Construction
Management (Pty) Ltd

)BThermal(Pty)Ltd

.ephalale 5ite Service

Motswako Office Solution (Pty)
Jd

=,BB South Africa (Pty) Ltd

s,ctom Pty (Ltd)

\B3 South Africa (Pty) Ltd

Khumovusi Trading & Projects,
Tiyisa Trading. SHB2Y
Contracts and Motshiamos
United

Various suppliers

Continuity of service

Continuity ol service

continuity of service

Continuity of service

Continuity ot services

Continuity of services

Continuity of services

Continuity of services

Continuity of services

Continuity of services

Continuity of service

Continuity of services

41 579 559.25

17 521075.91

3 174 893.24

3 679 208.07

18 153 314.65

Z21 04S 709.94

'11202 604.34

91 714 088.00

93 388 050.00

48 782178.00

11 587 597.64

206 379 922.98

184 060.08

3 120 000.00

7 182 935.49

1 241 936.14

19 104 741.28

43 455 92Z21

35 000 000.00

30 230 330.00

tt 028 140.00

0.00

36 711 119.04

136 837
747.09

10 288 699.93

28 938 335.51

3.00

1 132 673.76

1.00

189 829 034.77

3.00

56 245 280.00

14 698 715.00

1.00

70 980 000.00

0.00

?017/10/20

3017/11/21

2017/11/14

2017/10/30

2017/11/09

£017/12/07

U17/12/13

2017/12/15

3017/12/15

2017/12/15

2017/11/2
1

2017/12/1
3

Supported

Supported

Supported

Conditional Support

slot supported

'Jot supported

'Jot supported

<Jot supported

Jot supported

-Jot supported

Nol supported

Not supported

2011/07/01

2014/07/01

lot stated

J017/11/01

4/A

J018/02/01

>018/04/01

>018/04/01

2017/02/07

!017/02/07

2017/02/07

2018/01/01

2013/12/31

2017/06/30

tot stated

5 months

1̂/A

?019/06/30

•J/A

2019/03/31

2019/02/06

2019/02/06

2019/02/06

2016712/31

ro
e>
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®€skom

GOVERNANCE MONITORING AND COMPLIANCE QUARTER 4 (JANUARY - MARCH 2017) REPORT- EXPANSIONS

Department/ Entm

Eskom

Eskon,

-skom

Eskon,

E.k™

ESk»m

Eskon,

Eskom

Eskom

Eskon,

Esfcom

Eskom

Eskom

Eskom

Eskom

Esko,,,

Eskom

Eskom

Eskom

E.ko,,,

Eskon,

Eskoni

Eskoni

Eskom

Eskom

Project Description

Pun isnm ui' SAS soitwrtre A
ptofessionai services

Maiuba Rail Protect

Procurement of releprotcction
equipment
Manufacturing, testing. supph &.

Design, manufacture, testing A supply
of line hardv. are for distribution ->»d

Fencmg (Wcsicm Cape Opcratutg

Unintcruplcd Powci Supplies (UPS)
<P16)at Medtipi Power Stalion

Transmission of Power Deliverv
Projects
Provision of sofYuare license,
maintenance and support and
professions I scmces
Cleaning outside al Malimba Power
Station
Psychometric assessment materials

lilevtnfiealion ot Households. Schools
and Clinius in Limpopo
Provision of meetings management
services for Eskom Board

Construction supervision phase 4 at
Ihc Engula pumped storage scliemc

Manufacture, testing, supply, dcliven.
fT-loadmg, election and
ommissioning of 400kV

'rovision of coal sampling, oversight
nd analysis of F.skom coal imports

\cct>mnHKiaiK>n of 159 Hitachi Artisans
>i Kusile Power Station protect

upply of 1 2 million tons of coal from
K tClipfontctu Coltierv

'revision ol construction management
aff U> support Kusilc Power Station

'roMsion of project controls reporting
or generation, new build and
enewables protects
rovision of permanent securir>

sen ices for the Western Cape
peraling Unit

kcinfication of household's
>nnections. infrastructure and infills

efurbishment ol outside plant, watci
calmail contiol and instrument nil on
Tutuka Power Station

Engineering. Design, Manufacture.
spcction. Dc!ivcr\-. Site tesUng.
ommissioninp ol 24 complete
uxillan oil Transformers: associated

ire protection wstum and earthing
sisiors for the Kusilc Power Station

Supplier

SAS Institute (PIviLld

Backh.tusia Consulting CC

.\BB SAdiMl.ld

ADC Knerpv CC & B-Lek
HngmecnngtPtviLhl

Babeock Ntulhuko Power lines
(Pi\ < Ltd

Gordtan Fence SA (PU•) Ltd and
Afnwiie

- ^ -

Consolidated Proiccts iPr> ) Lid

Micro Focus Soltware Ireland

Mmakgogt (Pry) Ltd

JVR Ps\ctiomctrics

Panel of R8 contractors

11 nemon oo^mancc ond
Statuton SohiliousiPtViI-ld

Braamhock Consultants Joml
Venture (BCAI

Aclom Nigh Vullape Eqmpmeni.
division of Aclom (Ptvt Ltd

MBMCF Resource Management.
4pumaman/-i Oroup. Natiunl

Sampling Scrxices. Noko
Anahticnl Sen ices. Rockom
'ransport and Protects. SABS

Commcicial SOC Ltd. SGS
oulh Africa (Pt\) Ltd and Si/a

Coal Scmces)

'ilia Roma Boutique Hole]

vnnga Mining iPtv) Ltd

mpulse International (Pn) Ltd

rup Tata Power Hngineenng

Gre> stone Trading ^89 CC and
Eden Security Sen-ices CC

.™sw , ,m

okogawa Snulh Africa iPti ) Ltd

est Eleclnc Motors (PTY1 Lid

Increase dala volumes

Alignment of contract with approved tiRA's

C r̂num ,.,«„,«

Expansion ot scope of work

Single Soutcc

1-spansion of scope ot work

Hxpansnin of scope of work

Continuity of sen ice

Expansion of scope of work

Sole source

Hnnble legal investigations to t.iki.- plncc

InsulTicient budget

Bjcklog ol eleclnlkalmn

Retain the le\el ol proficienc\

Hxpansion of scope of work

Competitive bidding process in progress

Competitive bidding process in progress

Expansion of scope of work

'ompeliln'e bidding process in progress

\mtimnty of sen ice

Conamntv of service

"ompetitive bidding process m progress

xpansion of scope of work

xpannun of scope of wmk

Jclavs caused bv other contractors

Original Contract Valu

2" 186 756.7f

Mt KW7fi7.5fi

KM T'JS 567.(M

2 505 7?S.H8

0.0

112 696 143.4S

11 ">11 333.32

132 037 510.0

158 259 33(1.15

73 500 000.0

20 464 946 Oil

600 (100.00

127 263 217.20

1 21R 000.0(1

(1.0(1

'.'5 3H8 050.0(1

193 500 000 00

X 174 250.00

506 018 266.67

76 734 640.00

25 500 933.60

8 500 000 (HI

100 000 000.00

139 696 225.58

82 029 507.11

Value of Contract Extern to

231 730 114. l(

49 117 788.49

472163X7.7r

9 043 952.00

(».O

2(W 599 098.22

21 -125 746. (H

10 573 334,7

44 292 964.8

140 441 334 5

9 181 896.0

800 000.00

127 724 587.85

2 030 (KKI.OU

589 621 050.71

54 6M8 715.00

16 OOOO0O.0C

7 263 900.00

720 298 528.00

119 08] 920.00

73 749 381.03

1 366 854.05

H4 472 653,00

51 961221.21

13 611 034.12

Value of previous extension

87 tdO 490.6

799 256 14

11 400 O00.0<

4 125 470.SO

o.w

16 614 057.0(

0.00

202 552 294.4

231 (.50 610.2

14 265 294.0

0,00

93 292 953.60

0.0(1

O.W

1 50 086 765.00

0.1KI

2 478 600.00

321 558 518.67

1 094 599,98

16 075 084.54

]' 835 146.68

0,00

143 662 637.00

0.00

Award /

Recommended

date bv AO/AA

2017/OWIi

2017/01/17

2017/01/3(1

2017/01/30

2017/02/OR

2017/02/22

Not dated

2016/12/14

2017/01/09

2017/01/13

2017/01/17

2017/01/17

23'01/2017

26/01/2017

2017/02/08

2017/02/09

2017/02/21

2017/042/24

Nol staled

2017/03/17

2017/01/30

Not staled

Not Hated

Nol staled

Noi slated

Supported/Noi
Supported

Supporled

Supported

Supported

Supported

Supported

Not Supported

Conditional support

Conditional suppon

Conditional support

Supported

Conditional support

Condilional support

Conditional support

Conditional support

Conditional mippi.it

Conditional support

Conditional support

Conditional support

Conditional support

Not Supported

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Contract Start
Date

2017/07/07

2 017/02/16

2fU7/»2'28

2017/02'28

2017/06.09

Wot slated

Mot stated

2016/12/31

Not stated

Not staled

2017/02/01

2016/06/01

2017/06; 15

2017/02/01

2017/04/11

Nol slated

2017/04/0!

2017/03/01

2017/03/01

2017/03/20

2017/02/2 H

Nol stated

2016/01/01

2017/11/01

Not stated

Contract End
Date

2018/07/07

2018/12/31

2018/03/31

2018/03/31

2019/06/08

Not stated

Not stated

2019/06/30

Not stated

Not staled

2017/12/31

2017/05/31

2017/03/31

2017/12/31

2018/04/10

12 months

2017/(19/30

2017/08/31

2O17/0R/31

2018/01/19

2018/03/11

Not stated

2017/01/30

2018/02/28

40 months
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Procurement through expar

Eskom

Eskom

E.ko

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

E.L™

E.lon,

E.kon,

Industrial and medic a] gases

Project controls, icporting for
generation, new build ami rencwables
projects
Manufacture, testing. Jclnery. nil
loading and ereclinti of estimated
quantities 1 l-12dkv lrarisf..rmcTS
Low Voltage Switchgcar Kusilc Power
Station
Design, manufacture, leslmg and
supply "f medium voltage electric

Supply coal to Kusile power station

Construction of burner facility in
CAMDFN Power station

Construction of Gromis in Oienjemund

Provision of sccuntv services for alt
units and National Kev Points

Construction of overhead line*

Provision of Server Support Services,
Disaster Recover) Data Centre
Services. End-User Computing
Services and Service Desk Support

Provision of security services

Transportation of coal tiom various rail
sidings lo Tutuka. Grootvlci. Cam den
and Majuha Power Stations

Alrox (Pty) Lid and Air Products
iPh) Ltd

Amp Tata Engineering

Instrument Transformer
Technologies

ABB South Afnca. Adorn iltv>
Ltd. Zest Electric Motors (Pty)
I.U

Various suppliers

Universal Coal

Tsalanang Pty LTD

OPT1POWER Projects

25 Contracts

Sasol Nitro

Various service providers

T-S> stems

Transnct Freight Rail (TFR)

Competitive bidJing process in progress

Conlinuity of service

Competitive bidding process in progress

Delays caused by other contractors

Alton- for the outstanding orders and additional
items lo be delivered

Alignment i>f contract with approved capital
budget

Improve coal specification.

Extension of contract penod

Expansion of scope of work

Cancellation of lender due to non responsive
bids received

Competitive bidding process in progress

Insufficient budget

Competitive bidding process in pi ogress

Comp«,.Uv<l,,dd,,,g , , ,<«„,.„ prog,**

[mpiaclica] to negotiate new contracts for a
longer period n ithout a long term VKW of ihe
coal requirements for the power stations

20 000 000.011

25 500 933.6(1

33 676 568 34

491 163 194 44

244 082 414 4<>

159 341 338.0(1

3 154 983 000 (Ml

3 227 375.011

178 197 922.(Mi

397 575 04S.CH]

115 72OOOO.1M1

98 396 347.00

2 936 231 859.00

18 000 000.00

4 857 766 OOO.fHl

18 735 639.67

36 075 084.54

0 (X

o.m

284 952 360.04

129 924 911.0(1

5 101 861 679.0(

0,011

40 398 000.04

411 400 136.0(1

12 654 658.0(1

9 146 692.00

942 344 318.00

4 405 774.36

2 055 472 844.0(1

22 168 302.41

37 674 296.4'J

0.W

0,lH

284 952 360.0(1

0.0()

6 1 6 675 054.('<

0.041

0.1MI

926 839 134.0(1

31 179 056.011

0.WI

3 388 581 250.00

67 249 648.41

O.(K

2016/12/20

Nol slated

Not staled

2017/01/30

Not stated

Nol staled

2017/03/20

2017/03/15

2017/04/21

2017/02/15

2017/03/23

2016/12/14

2017/02/08

Not dated

2017/02/24

Conditional support

Conditional support

Conditional support

Conditional support

Supported

Conditional support

Not Supported

Conditional support

Conditional support

Condilional support

Conditional support

Conditional support

Conditional support

Conditional support

Conditional support

Not stated

2017/02/28

2(116/11/01

Not staled

2017/05/01

Not stated

2013/04/01

2IU6/10/17

2016/01/15

2017/04/30

2OIO/12/D1

Nol staled

2017/03/01

Not stated

2017/04/01

6 mouths

2018/03/31

2017/02/28

36 Months

2017/08/31

Nol staled

2023/03/31

2017/10/17

2017/08/14

2018/03/01

2017/09/30

Nol staled

2018/04/30

Not staled

2017/10/31

N
0)
09
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Cskom
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Eskom

Eskom

Etkom

Eskom

Etkom

Etkom

Etkom

E.kom

E.kom

Eafcwn

Etkom

Etkom

Eikom

Etkom

Etkom

Etkom

Etkom

Etkom

Etkom

Eikom

Etkom

E.kom

Eikom

Eikom

Eikom

EUom

E.»m

E.k.m

E.k.m

Etkom

Etkom

Eikom

Frotttnn of IT sorvkas

Supply and dakv*ry af 66kv and

F K t t n rnanagamant t«rvica« to «tata * f *
North Wast Operation Uni and Grid

Upgrada of *x*tw*g plant, oasjgn and construeOon
of nawplant and materials torlSa Ash HandBng at

Station

400 UV SwachoMr

Modupi At* Durr*

Rahabatatnrt of ovtf •arm M
Find FaBt. Sacond Fait and Cotywobbis* dams

Araa E - Pra-fabncatktn faeWy at Duvha Powar
StiMn

Tha tuppry, trantportaoan. aracBon and
damanotog of scaffolding and tisubbon material
for 15 (FIFTEEN!
Qanaratton Powar Staturns

o!!alw M ^ r V * W P P l " * " " " '

Mantenanca and outaga fapav sarvKas wf Boatr
Pnttura parts and/or rrta maMananoa and outega
rapak aarvtcat for Htgtl Prattjr* Ptoaworh

C M I warki at Grams and

Tna mmtananca workshop sarwcas (tffirVSJ roof
and

Cvf warkt at Upngton

Quafcf>d anpacnon Sarviea dumg outagat 121.
221 AND 222 at k»*b*rg OparmUng Unl

Da sign, manufactura, dap^an/. testng. wtanirJon
and hot commrtuonng of tha 2 1275kvAr F*a(
capacitor httaBabon al Lapani Substation

Etkom Raaf Ettate (ERE) Corporate Offiea Buadngs

lipngton Cabkng ft Sbngnf contract foi tha
TransiTVtsion pon^f totvary profaeta In tha
Nortrtam Cap*

World Bar* FurMad Infrastructure tor Transm*t»n
Powar

Provision of Engnaaring and Prefad Man*gamar4
Smnt

Dnrmnting. Cornrmsioning. of aiistng Non-LaStal
Fane*. Racwntrucdon and Commttiorang of Non-
Lalhaf Fanca at DstiM Sub*tat»n

Construction of Niawahoop- Upcigton 400kV Lna
(SECTION
B)
Conttructiori of Nwuwanoop-
Upngton 400kV Una (SECTION A)

HV and MV Faadar Protacnon
Schamat

Hadum and Low Prassura Vafcas and Vah«
Spates

Constiucbon of to Ash Dump and Damt and
Mncaaanaout Intratnictura at Madupi POWM

Provwon of conttnicnon suparvisnn al ktgute

Intailason and Enxaon ol ISO Nan*/ Manutacturad
Low Hat Buman on (8) Untts at Camban
F*ow»r Elation

Tha tourdng and dalvory of material and tarvtcat
for Bta Eskom HorrmUon Cantrra (EJC)

Fraa Camar Airangamant (FCA) Trantporten for
haulag.

Tha Contoldatad BuUng Managarmnl Systam at
Kutla Powtr Station Project (P22A)

Hyparwava Aaauranca and Ad-
Hoc Support

Manufactir*. Tasang. Suppfy and Datvary of

T - SyUiira South Mna (Ptyj

ABB South Africa (Fty) Ltd

Khunwuai Tradmg ( PiO|»c*t, TlyMa
Trading, SHB2Y Contractt and

Rute Bufc Matanaf Harwlng (Pry) Ltd

Actom MV SwMt*G*M (Pty) Ltd

Rute Bull Matanahl Hanolng

Surfaca PniparatiDna Equaxrant and
Coatmgt (Pry) Ltd

Vuk> Magaguto, Tradrig and

Southay Contracbng (Pty) Lid. K*aft
Tharmal Contracting Sarvtcat. SOS-
Cap* and TVS Oraup MustrM
Sarviea* (Pry)

Actom Protection Control a
DfvriKin of Actom fPtvl Ltd

Actom. Babcoch and Stainmutar

Gaban* Engna*ring Sarvnat

Randbtesl Slat (Pry) Ltd

Rqama Construction (Pty) LM

WvttmghouM Etactnc

Arrttek (Pty) Ltd

En* Pantcopk Mawigaii. Laroy
Buldtng Construction ec & Thumncu

Hqh Votago Tachnotogy (Pty) Lai

Babcoca. NMhuho

M-Tach Muttrial (Pry) Ltd

SA Fanca and Gate

Comoldated Pow»r Pnfaets (Pty)
Ltd (Ccnco)

OpB Pow»r Projaet* (Pty) Ltd

ABB Sou* Africa (Pty) Ltd

Amwerth Oa^osyt JV. thuba
Varv«t and IndushiaJ Suppaan CC,
Mttach Mokoana JV &
Ztnn l t Prvmwr JV

Batl Raad (Fty) Ltd

BrumHoak Contutanti JoM VantM
(BCJV)

John Thompaon a dKiaton of ACTOM

EBSCO feitamational AWorldwKI*
krformatton Systama (Pty) Ltd tor
tub«crt*k>n and Worktwkte Horrradton
Syttemt (Pty} Ltd I Atcanla Trading ce
forBookt

Fraa Camat Arrangamant (FCA)

HonaywaB Automation and Control

Surttoc (Pty) Ud

Rnattatlon of tha bktdng precast

Conhmrityafaarvicas

Contmutyofsarvnas

Funda axnausted

T ^ i o n l y F n a k t a t o n o f M

TVna ontf - Oatayt cautad by
ineternant wwathar

Tan* Only . dabyt dua to dasign

ContlnuKy of a*rvie*

CompattMbid h pracass

Concaida • compattt»va bidding procass

Contnulty of tarvK*

Centnuttyrfiarvica

C — —

«—'- —

e—,—

Contnuty of same*

c^.,. , . . ,«.

ContnuKy of sarviea

ConUnuty of sarvK*

Contnuity of sarviea

Contnufty of tarvtca

wiaktation of corflpatttK^ budtg
procasf

Contnutyofaarvica

Contkiulty of tarvic*

Conamiay af aarvka

ContinuKy of sarviea

ConhnulyofMtvica

Cont^Hyofsarvk.

Contnuly of sarviea

2 938 231 859 00

SI 714 088 00

11 587 597 64

54511451100

42 998 622.00

588 977 288.92

27 714 925 B1 vaSi
eononganey amount of 2 714

925.81

7 321 683 JO

329130 000

18 906 520.70

843 600000

11136 013

7 964 64900

96 5 M 383

33 729 362

39469 187

215 204 346 44

3195 284 00

135 447 963.00

15 569 352.00

4 221 921.00

63 480 335.00

65 476 039.00

60143 307.00

78 329 552.00

4S3 471 349.00

306 614 234.00

138 900 154 DO

58 972 064.00

2 399 000.00

64 812 115.00

5 204 49250

141000 000 00

6 0 2 X 3 X 0 0

14312327 08

116 497 357 22

M36S502 00

0.00

0.00

0.00

S 721 605 442

12 718 760

13 557 080 416

0.00

0.00

0.00

21 972 OX

481367

162 449 879.81

472 437.00

0.00

66 131 467X0

0.00

0.00

0.00

43 491 505.00

0.00

0.00

10 277 569

0.00

96 875 887.00

2 399 000.00

52 683 323.00

49 745 383.00

4 052 486 344.00

72 001 728 00

0.00

0.00

0.00

63 36371104

O D D

0.00

3 955 872 671

OOO

7 378 380 540

0.00

0.00

0.00

0.00

0.00

0.00

0.00

o.oo

50 562114.00

0.00

0.00

0.00

109205 551.00

S4 848 472.00

562 790 288.00

359 042 954.00

22 902 507.00

O . X

1 799 000.00

0.00

59 774 558.00

Data Support Status C w l M e l 8*" r t ° * * Contract End Data

2018/01/19

2018*1/29

2015*1/15

2016*2/22

2016*1/02

2018/12/22

2017/12/13

2016*1/31

2017*1*5

2017/09/19

2018*1/05

2016*1/02

2016*1/29

2018*1/09

2017/12/15

2017/12/15

2016*1/29

2018*208

2017/11/21

2018/01/24

2018*2/16

2018*2/14

2018*2/14

2018*2/27

- «

2018*3*9

2016*3/23

2016*3/20

2018*2/23

2018*175

2017/12/0*

2018*3*2

Supported

Not Supported

Supported

No) Supported

Not Supported

Supported

Supported

Supported

Supported

Not Supported

Not Supported

Supported

Supported

Supported

Not Supported

Supported

Supported

Supported

Supported

Not Supported

Supported

Supported

Supported

P*i«ftng

Not Supported

Supported

Supported

Pandtog

P.Mtog

Supported

Supported

Not Supported

2018*4*1

2018*2/01

2016*41)1

2016*103

Nolappacat*

Notappicaba)

Not stated

Noi slated

2018*3/01

2017*9/09

2018/10/01

2018*1/01

2016*1/31

2016*2*6

2018*2/01

2017/12/2«

2016*4/01

2018*3*4

2017/11/24

2018*2*1

2018*2/16

2015*2/26

2018*3/15

2018*3*1

2018*3*3

2016*3/12

2018/04/09

2018*4/01

2018*3*1

2016*4/01

2016*1*1

2018*3*1

2016/10/31

2019*2/09

2019*5/31

2016/12*2

NotappHcabM

NotappacabM

Not dated

4 month*

2019*9/14

2019*9/30

31*7/2018

2018*2/28

2018*8*6

2019*1/31

2016/12/25

2019*3/31

2018*6*3

2016*4/23

2018/12/X

2016*4/15

2018*6/27

2016*6/30

2020/02/26

2018/11/02

2016/12/11

2018/12*6

2022*3/30

2020*3/1!

2019*3/31

2020*9*1

2022*2/28

10
0)
(O
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E*»»

Elkom

Eskom

E*«.

Elkom

E.kom

Eikom

Eikom

£»kom

Eikom

Eikom

Etkom

Eikom

Eikom

Eikom

Eskom

Eikom

E.I.™.

E « . m

Eikom

Eikom

" " " "

" " "

Eikom

E.kom

venous Estimated Quantbe* at Low Voltage F i n n

to Elkom on A* and Whan R«|uaed Bata

Procuramant of Ptant Design, Supply •nd
Instttalon of Overhead Track E l e m e n t
IOHTE)
Panel Contract fat Provnmo of

Legal Services

Provmonolpro>ectand

progiamm* control* owrsight and assurance

The supply and dakirery of

lubricants to vanous Eikom Pow»t Station*

Design, manufadura, lasting ind supply of

esbmaled quantities of Medium Votioe (MV)

iiednc Motors to Mrwui povMr starnns for lh#

Suppry og Three. PSA Nitrogen Generation Ptant»

1;°™." " ' " • " • " '

Provision of Project Devetap™nt Services For

Tntmnwuon Projects Devebped by Group

CapNal
Pro net PSCJJO* 3

Provision of rroje^ Devebprnent S^rvKes For
Tramrnswon Projects Devabped by Group

Capitat:

Prourt P»c*»« 2

Provrsion of Projad Dwvfoprrvot Sarvcai Tor

Tramrmston Pr^isctl Davabpvd byG^oup

Capitil:

Proiad P«Ck»o« 1
Rafurbnlvnant af four m a n

msobhon virvat

Tha l>pgixta of Lit Pbfloim and Chairin at Eskom

Aeadamy of Laarrwig and Laadanrtip Dtvatopmanl

Asuurnent. deiign, nttabbon, taslng.

Managamant Cvntn (NUC)

Tramportabon of coal by Rai from vanoui rmi

iidnas to Tutuka. GrooMai, Camdan and
Mnut j Powot Stitnni

TUTUKA Ash Dump >K7aa*a Project Concarpt

Devalopmant Fat Vartical extanuon of tna •.(ttmo

Tutuka Ash Dump Faciity *nd *ddiitonal Thermal

Monflonnfl

Provmoo of Engnaang and Project Management
toKutiW
Po*»r Station

Pravruon of Engnaaing and Profed M*n»fl»m»nc to
Madupl
Povvar Etntton

Stnngng and Cabling at Vthout SubtUtnm-

CantralGnd

V SwOchgear replacement prefect i t Uada Po*af

MV Swttehoaar rtplaeamant profact at Malta Power

Printing Servicai

^i.™>g

Supply and dekvet of 400kv

fO/pwiun pMnt prauura veisen

tatrng and rapan

knbanr- Advanced Product tPty) Ltd
(APT)

keen htematwnal Ltd

73 bgal h i m

LTE Contufcng fl.TE)

BP Souttwm Afnca (Pty) Ltd.
Engen (Pty Ltd) and CrwvTon (Pty)
Ltd

ABB South Afnca (Pty) LU *nd Actom

(PVILtd

Nugan Tvchnologia* (Pty) Ltd

NoreonsuRant rVanda (PTy) Lid

NyelaS

Project PoHvrtiQus*

Vaughan Chartei Associate

WK Constructan

Short* L id (Pty) Ltd

Thtokonwk) Management (Pty) Lid

Trensnat Freight Rail fTFR)

ZithoblaJV

Btack & Veatch

Parxon* Brmektrhorl Africa (Pty) Lid

P&B Africa

R.TT*habiblaE)actnc«l.

Siamen* (Pty) Ltd

torswako OffkM Sobhon (Pty)

Actom (Pty) Ltd

)B Thermal (Pty) Ltd

Continuity of service

Continurty of urvica

Continuity of service

Continuity of sarvica

Continuity of service

ContnuiTy of sarvic*

Continuity of servee

Continuity of tarvic*

Ratan (ha nacassaiy rasoun^*

Retan tt>e nacassary ra sources

Cononuityofsannca

Contnuity of service

Contnuity of service

Contnuity of Mrvic*

Contnuity of l e r v n

Contnuity of sarvica

Contnuity of service

Contnuity of M r ™

Contnuity of sarvica

Continuity of sarvic*

nnabatnn of tha bidding procas*

Contnuity of services

Contnutty of sarvicet

5 1 M 090.00

649 997 067.00

200 0O0 0O0XIO

35 931 067.00

227 378 420D0

2S6 2S6 535.00

20 981016.00

36 610 983.00

9 699 640.00

19 2 M 901.00

12 T2« 297.00

1 140000.00

73B 850.00

6 616 916.00

t » 7 350 000.00

6 9B6 072.00

114 000 000

114000 000

1 979 504

138 119764

270 566 947.00

211 202 604.34

" ' " " " " • "

93 38S 050.00

1615331465

8 764 581.00

20 231 667.00

270 000 000.00

51 171 S98.00

106 469702.00

0.00

era

1 881 000.00

8 312 935.00

0.00

13 762 S31.00

20 996 074.00

191 193.51

0.00

1 381347 000.00

691 465.00

1 O68B19 8O4

350 000 000

0.00

13 902 373

20 637 527.00

65 000 000.00

' * " " • " • " »

48 028140.00

19104 741.28

0.00

0.00

43 1S7.00

0.00

58 318 110.00

40 869 &4S.00

15106 316.00

0.00

0.00

0.00

0.00

0.00

0 0 0

0.00

0.00

0.D0

13 771 267 374

6 552 112 091

0.00

17 706 660

0.00

0.00

" " * * " " • "

54 696 715.00

0.00

Not stared

2018413/13

2018*13/29

2018/01/15

2018«2/12

2018/03/12

2018*13/20

2016/03/26

2018/01/12

2018/03/12

2018/03/12

2017/11/09

201 rUD 3/23

2018/03/23

2016/03/19

2018/02/23

2016/U 2/12

2016/02/12

2010/03/23

2018/03/28

2018/03/28

2016/01/06

• " " " " " "

" " " " " "

2016/01/29

2016/03/19

Pandmg

Hot Supported

Supported

riot Supported

Supported

Supported

Hit Supported

Not Supported

Not Supported

NotSupportad

Not Supported

Not Supported

Supported

Supported

Supported

Not Supported

Pending

P« riding

P . * .

Not Supported

Not Supported

Not Supported

NOI bupponea

Not Supported

Not Supported

201S/02J01

2018/04/11

2018^4/01

2016/04/01

2018JO4/01

20tB*>1/01

201 e w n

2018^4701

20t8J01/31

2018,^3/31

2018*131

2017/11/01

2018^)1/10

201BW01

2O20«4/01

2018102/26

2018/01/19

2018/03/19

201 a/0V 01

2018/07/01

2016/07/01

2018/04/01

.JUlOJV^Ul

" " " " " "

2018^12/01

2018«4/01

2018^)9/30

2020/10/11

201S/1Z?1

2019/03^1

201*07/31

2016V03^1

2016/11/15

2018/12/31

31JW2019

31/09/2019

31/TJ9i-20T9

2018^)5/31

2018^13/10

201 B.'TOTO

201M9nO

201»O4/3O

2020/06/30

2019/12/31

2016/11/30

2021/12/31

2021/12/31

2019/09/30

• " " " " " "

I019AJ2AW

2016^9/30

to
o
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•€skom
GOVERNANCE MONITORING AND COMPLIANCE: QUARTER 2 (JULY -SEPT 2017) REPORT- EXPANSIONS

Department Entity

E^Kom

Eskom

Eskom

Eskoni

Eskoni

Eskoni

Eskom

EskOTT,

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskotn

Eskom

Eikom

Eskom

Eskom

Eskom

Eskom

Eskoni

" "

Eskom

Eskom

Eskom

Eskom

Project Description

l-cniin^ Icimt (Vnlijyt Wen cm Cant '.ipciHling 1 'ml

I">csijltl, manufacUire. Testing anJ *iUpph nf composite insulators lor

f uit is mission and Group Capital

mrpark nt Puvlia Power Station

I'll* inon ol secuntv services at Medupi Povnct Station Piujctt

basis

Pnulputs Second Transformer Upgrade

The provision of Engineering Protect Manapcmcnl Services

The detailed design and construction of the spares storage facility and
provision of services to the spares storage faciljlv

l'rt>Msion of Kngincemg and PTOICCI Management Sen ices at Kusilc
Power Station

.ipproval WJK granted as follows Megan alt 111 of 5(X>. Braomfonlcin 225
nf 225 nnd Acadcmi of teaming 108 of 1 " ' 8162 still lo Iw verified)

Conirucljon of ci\ il related works

Car parks and walkwavs at I3o\-ha powti Station

Supph and deliver, of liquid sulphur

Supph ol" Petrol and Diesel to \anous Kskom and subsidiaries' stations

I'ciiL-ing Terms Contract Wcsicm Cape * *pcratinp I ^nil

JXvsipn. manufacture, testing and suppl\ of composite insulators f<*r

Technical Support services for Ma tuba Kail Proiccl for lime onl\

Design. Manufacture and supply of various pole top and ground mount

transformers on an as and when required hasis

Panel of h\c work majnlenance servtves on the MV Nctwurk 111 kv-1 lk \ >
and associated protects withm the Limpopo Operating I 'nit

Manufacture, supply and dehverv of atr healers and draught plant spares

1 cciirucAj support And rvi&ititenAncc ^cr^ tecs

work lor Mnjuha Rail Project

66kv and 132fcv circuit breakers

Mamie nance and outage repair services for bo ik i pressure parts and oi

maintenance and outage repair services foi high pressure pipework for 1 1

fossil fired power stations

and support

tl'llAi

!"rv*vision f f rail Ii4insport3111*n from f^iniCiSKruil to vcreeniping. handling
jnd sioragt at Vcrecniginc and mad irans-purtaticn from Vcrccniging to
Kusilc Power Station

< llTshore manufacturinp inspection sen ices for Medupi Power Station

Power Station

I he suppiv. erection and dismanltng i>l scaffolding and insulation malcnal

i'r generation power stations including group capital

Provision ot sccuntv semccs at Simmcrpaji

Supplier

O,»rJwn 1-eiKc SA (Pl\ > !-Ul
andAlnwire

Specdcraft Mamifactilting (Pt->1

Ltd. l .Al ' l ' Insuliilois and NGK

Insulnii.Ts Ltd

Sliando Ka Ndaba Business
l-nlciptiscCC

[•idclitv Sevunn Group

1 !igh Vollace Technology (Pi) t
Lid

Thabilcl-ngineenngee

Vukd Miigagula 1 rading 3nd
I'ro,eets CC

Zitholclc JV

Gebanc Investments cc

Shaixto ka Ndaba Business
l:ntcrpnsc

ITkhamlvi l.i.bunlu Chemicals

Mnsnjw Petroleum Solutions
and Mnkwnrtde Ertcrg\
Solutions

Slcfjnutli StoekK and

P^ Ltd

Gordian Fence SA (Pt\ 1 Ltd
and Afnwirc

Spccdcraft Manufacturing (Ptvl

Ltd. LAPP Insulators and NCR

Insulators Ltd

\ccom(Pt\>Lld

Ac torn Distribution
Transformers(Pt>l Ltd, Ekclro
Inductive Industries (Pti t Ltd
and Revue F.Icctnca!
Transformers (Ply) Ltd

Panel ot *>1 Contractors

Nnwdeti Afnca(Pl\)Lld

Hodden AlncalPt> I Lid

ABB South Afnca(Ph)Ltd

\ciom (Ph-) Ltd. Babcock

Ntuthuko t-.ngmccrmg (Pt\ ) LlJ

and Steinmuiler Africa (Pn >

IiyjLkl
Idwalu Industrial Holdings iPt\i
1 td

New Age I-.ngtnccmig
Solutions. ISCT-Q& RBI

UTV-Noid

Soiithev Contracting (PtyU.td.
Kaefer Thermal Contacting
Service*. SGB-Cape and TMS
^iroup Industrial Services (Pu )
ltd

Utafutau Trading <Pt\ ) Ltd

RCMOQ for extern ion

Cmitinuih ui K I M U

Al.^n conliatl with nolhHul ;iCL-u!it\ c.nl.acts

!-.nallse proiecls allotted

Cnntinuth* of service

Additional scope ui work

Complete the remaining scope of woik

Coniimiii\tifscnici-

Allnw business continuih and finaltsalion <•( lender
process

ContinuitV' of sen ice

Continuih- of senice

Contmuirv of service

ContmuiN'of sen-ice

Contmuih-ofsen-iei.-

IiiLtcasc in estimated quantities

Original Equipment Manufacturer

Original Fquipmeiit Maniildcturcr

Competitive bid process in progress

C.impcntive Biding process undem.n

Solcdislnbutor

Sole distribute

Additional scope ol vmk

Expansion of stopt

Expansion of scope

lixpansmn nf scope

Competitive bid process in progress

Continuity of service

Original Contrast Vtdue

, ; « - , « , , . .

MW.IM (il

2.2X1. KOUii

fi4.«I.MM«

"7.284.S7UM

2.374.nS')lH

20.0HI,016 U(

1.571,250 (H

1.40V.602 W

7.8M8.'»85.1J(

72.74ti.iS»7.()O

2-O77.90.1 00

2.24|.S|HiHi

17.000.000.00

1.757.465.159.00

I'M.885.592 M

"vVVl.VVlOO

^'».04.vni iKi

S2.122.197 15

462 010 202 71

lOO.tXK.l.WKl LK

14O.ft-.2.(HWllX

747.d42.IHMl IX

1 5 . 8 H i\S->i

KI.7l4.nX8tM

S4'>.r»(Mi.(HKHK»

1^7.')7').()4^ 0(1

ot.•)•!*),407 OH

72.HH.55I (»i

10K.5l« 40

2.746.224 00

•2^.1.10.000 00

2.716.641 00

Value o f Contract Bx tms ion

• :il,,«M,™(,,

"7 2I».]22"<>

,,m

4l . )SS.«M( i "

,MKI

[}(K)

"10.202 f«)

0 « .

SW.K16CK

Not indicated

orxi

( ) . . .

5*2O.U¥O4

0.IKI

7(..H.5.226 28

l5.f)00.uiX)O0

77.219.122 W

0<K)

485..»l7.Of)l 77

•>.•», 164,690 82

I65.528.(V«MVi

564.30O.Oii0 00

{!()!'

S6.245.28O i"i

IO.098.875.d57 5^

1.115.130.571 iwi

1.115.130.571 1M'

5.415.274OO

192.651.450 OO

( i

1.277.740.51! 00

L725.11OO<>

Vnlue orpre\ i (MM«xt«Kion>

2M>',M.6U{«

12.922.456 (K

,HK,

12.2f">.7l5Mi

22".'>;('.182 IXi

DIKI

15.1(16.318 (*'

I X H

on

<m

. ,00

O(KJ

» » .

12.770.5V4 4(.

0 00

.„»,
0,«,

OIK)

0 00

0 01)

(HX)

954.8O0.IKMHK1

1.0 27.270. tKW.OO

(UMl

15.756.448 00

8 116.218.594 1 "

1,013.037.1.10 0(1

1.013.937.130 0ft

(i ()(i

0 00

3 16.512.00

V52IUMK) Of

U.K.

Award/

Recommended date

hv AO/AA

2017/07/27

•>(i 17/07/21

2017/r>7/2

2017/07/20

2017M4/H

:i)17Al7/2(»

2(>i 7/07 nn

2O17/T17/2C

2017/07/11

2017/07/11

2017/07/20

2017*17/11

2017/08/14

2017/07/20

2017/06/10

2Ol7A>7/|i

2017*17/27

2017/08*14

2017/08/01

2017A)8/rjl

l'\ 17/07/20

2i 117A17/20

2017/H7/TI7

2017/f 19/27

2017/1 >8/2»

2017*18/25

2017/09/04

2017/09/19

;ftl7A)8/3O

2017/09/14

2OI7/D9/O4

2017**8/25

nol supported/not

sttppon«d/Condit [ om l

wpport

Conditional Sur-i^.-il

CondifonalSur^rt

Conditional Supiwrt

Supported

Conditional Supp'rl

Supported

Conditional Supi1 'it

Conditional Support

Conditional support

Conditional supp rt

Conditional supj--rt

Conditional support

Conditional suppoit

Conditional Supp->rl

Conditional Supp"t1

Supported

Conditional supp' rt

Conditional supr 'it

Conditional supr^n

Conditional support

C. , n j , l ,™. ln ,p r . , 1

Conditional support

Conditional supr >i!

Not support cJ

Conditional snipp.-it

Not supportei"

Conditional Supr ri

Comlilional Supp.rl

C<*nditional Support

Conditional Suppiii

Cootncl Stmftfm

3 . . , - , ,8/1.7

2O17/DS/O]

20 P A W IS

2fH /Ai8/*H

2(>17*i8/|l

2017A)8/lIl

2O17/DK/2O

2OI7AIK/11

2017/08/16

2dl7/l>R/01

Once off

2016*15/16

2O17AH/O1

Not stated

20I1A-16/09

Not staled

2014/12/04

2O17AI8/01

2017AX./3O

Not staled

2O|7/"8/Ol

2017/07/01

2O17A17/H1

2O17A)7/(I1

Not stated

2017/ io/m

Not stated

2017/1(1/01

2O17*t8/3O

2017/10/0]

2017/10/01

2017/1C/01

2(>17/](i/01

Contract Bad Dale

2017/12/01

2018*11/31

2017/10/15

2IHMH/3I

2018*12/10

2O18/IH/31

2018/01/18

2018AJ2/1K

2018/03/31

2017*19/30

Once off

2017/07/25

2017/10/15

3 months

2017/08/21

12 months

2017/12/03

2017/01/31

2018/12/31

2017/10/31

2018*17/31

2018/06/10

2018A>6/10

2018*16/30

20 Months

2d]7/12/11

Not slated

2018*19/30

6 months

2018*11/11

Not slated

2O18*i|/31

2018/D.V!! |
•

2O18*M/31

:
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Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskom

Eskora

\te supply and dcln crv ol lubricants to Power Stations

Au Cooled Condenser (ACC) Election Works lot Unit 4 to Unit 6 at Kusik
Power SiBimn

Din ha Power Station

Maintenance iind support of backup infrastructure

Wage

const ruction of Nieuwehoop - Uputgton 4(X>kV (Section A)

construction ol Nieuwchoop - 1 'pingtun 4ook V (Section B)

Design, Mnulactunng, Testing or composite Insulator for Transmission and
Gump C apt till

I~he contract value lof provision ol minor icticillation, prepaid meter
installation. TCCIOKM and voltage regulators tcmcc i within North West
Operating Unil as and « hen required

Balance ot Power works at Kusilc Power .Station

Camdcn Ash Facility Project

Permanent railway line tor Majuba raU Project

Tee Carrier 1 ransporters of Coal

a t t r a c t i o n ol rahnc Filter Plant (H-l'> Retrofit Project Grootvci Power
*lnrnirnintt«2. U l

DmiiiPocr Station

BP Southern Africa i l tv ) Ltd.
Tnpen (Pu 1 Ltd and Chc^on
(Pn-H.U

Tubular Construction Projects
i Pt> 1 Ltd

ABB South Africa

SKhabilc lechnolo^ Scniccs

(Pt>)I-tJ

1 imc Data Sequel CC

Consolidated Powci projects
(Ph'iLtd

Manufacturing fl1> ) Lid. LAPP

Md

Various scmtci

Gimakei - LTA Metals and
Minerals (A d» ision of Avcng
Alnc l l l d .

Aqua Transport and Plant I lire
(Pivll.ld

A^cng AIncaiPt> i LU

Vanous service proviJer*

ActomiPiyiLld

Vanous serMcc pro\Lidcrs

Projects CC

Competitor hid process in progress

Continuity of service

Continuity of service

Renewal of software l.ccnscs

Continuity of service

Continuity of sen ice

Complete the tcmaimng scope of woi k

Execute additional scope of work

Continuity of services

Continuity of services

Conlmuitv of sen ices

Additional coal requirements

Continuity or services

Continuity of services

Continuity of service*

227...78.42UIX

708.97].SK2'X

5.320.045 J5

?..122.520.9OA(X

14.C«4..M5fH.

105.688.5 Uf f l i

72.367.650 *O

72,567.650 K?

6W43I31 2V

f'2.0CXi.!H>0(Ki

485.842.058 72

5R.24I.01SO?

573.119..VXI 28

8,(t9(S.(KHi(n>

554.Sin.in 55

•J8.3W.347(HJ

29.944.807 5C

58,118.110 00

451.010.103 IX)

223.687 od

4U62.8C5 Hi

14.203.117 50

117.679.796 34

0 00

oon

77219122 61

l6.f>00.000 00

575.805.842 05

58.241,915 03

81.032.153 42

2.051.000 00

oon

13.950.787 62

lime only

0 00

0 0 0

0 0 0

0.00

0 00

(100

0 0 0

0 00

O(K1

000

0 0 0

0.00

0.00

0.00

0 00

0.00

• t.OO

2017AV/13

20I7AW14

2OI7A'4/2f.

2017/07/M

20I7AJ7/114

2017/07 All

2OI7/t)7ff)4

2017A)7AJ4

2017**7/12

2017A1M2

2017AI7/13

2017/06/29

20l7A)7Ai7

2017/07 A>5

2017/1*7/1*

2017/07/19

2017/I'5/19

Conditional Sup|»tirl

Conditional Suppirl

Not Support'-'11

Not supported

Condilmal Support

Not Supported

Condilmal Support

ConditmalSupp-it

Not Supported

Conditmal Support

Conditmal Support

Not supported

Conditmal Suppoit

CondiUna] Support

5 upported

Conditinal Support

Condilmal Support

2017/10/01

2017 AW 19

Once o IT

Not staled

Nol stated

Not stated

Nol stated

Nol staled

Nol stated

Nol staled

Nol staled

Nol stnted

Nol sintcd

Nol staled

Nol stated

Nol staled

Nol stated

2018AJ9/3O

2018/12/09

OnccofT

Not stated

12 month,

42 months

7 months

7 months

11 Months

6 months

20 Months

5 6 niotillis

7 months

2018A13/31

.2 months

6 months

2 months

10
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€skom

Assurance and Forensic
Feedback

Progress Report on

Consequence Management
Project

Date: 13 November 2018

>
3
(D
X

§

W
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Status on Cases €skom

1200

1000 -

800 -

600 -

400 -

200 -

0

1049

822

227

Total Cases Total Open Total Closed

The total of 822 cases have been closed as at 31 October 2018. The total of 227 cases
remains open.

10
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Status on Cases per Division €skom

Total Cases: 1049 Total Closed: 822 Total Open: 227

O p e n o r C l o i ' e c • • I b s e c * l L e r

ESKOM ROTEK INDUSTRIES

DISTRIBUTION

GENERATION

GROUP COMMERCIAL

GROUP CAPITAL

GROUP FINANCE

HUMAN RESOURCES

TRANSMISSION

GROUP TECHNOLOGY

GROUP CUSTOMER SERVICE

RISK AND SUSTAINABILITY

GROUP SECURITY

OFFICE OF THE GROUP CHIEF EXECUTIVE

GROUP INFORMATION TECHNOLOGY

PRIMARY ENERGY DEPARTMENT

CORPORATE AFFAIRS

ESKOM ACADEMY OF LEARNING

NUCLEAR

OFFICE OF THE CHAIRMAN

0010/11/OS

•
I

0 50 100 150 200 250 300 350
IS)
•>|
01
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Closed Cases Per Category Gskom

| Total Closed: 822

3.Waming ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H

No Action Taken g ^ u m m m ^
5.Resigned ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ |

9.Not Guilty | |HHI I i |^^^ |HHI I |
4. Remedial ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H

2.Employee dismissed ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ J 47

7.5uspended ^ ^ ^ ^ ^ ^ ^ H 33

11. Cautionery Letter ^ ^ ^ H 20

1.Case dismissed ^^m 12

S.Retired ^ 9

12. Not a condonation ^ B 3

10. Corrective Action 1 5

13.Third Party Contractor | 1

14. Suspension Lifted | 1

8.Terminated I 1

HHHHHHI^I^IHHUHHIH237

HH^HHH 133
HI^HH 120
^^H100
^ H 94

2018/11/05
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Age Analysis on Open Cases €skom

Total Open: 227

0-100 days ^ H 8

01-300 days 50

300+days

2018/11/05
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Gskom

Thank you

Powering your world

00
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€skom

Additional Slides

2018/11/05 3
(0
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Sources of disciplinary cases €skom

Name of Source Document

Condonation Cases

IR - Disciplinary Enquiries

IR - Disciplinary Hearing

I R - Suspensions

Forensic Cases

Initial No. of
Disciplinary Cases

786

23

22

14

62

Current No. of
Disciplinary Cases

881

23

22

14

109

907 1049

Condonation:
Whenever any Eskom employee procures assets, goods or services by any
means without adherence to the Approved Procurement Framework, the
condonation process must be followed in order to give effect to the irregular
procurement and enable payment to the supplier.

2018/11/05
00

o
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Total Cases per Grading Category €skom

600

500

400

300

200

100

ri

U

415

1

Bargaining

Number of Employees per Category

45 41

Contractor Executive E- Executive F-
Band Band

7

Learner

537•

MPS

Case Type

CONDONATION

FORENSIC

INDUSTRIAL RELATION

Grand Total

Bargaining

323

48

44

415

Contractor

38

7

45

Executive E-
Band

34

5

2

41

Executive F-
Band

1

2

1

4

Learner

6

1

7

MPS

479

47

11

537

Grand
Total

881

109

59

1049

2018/11/05
00
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Initial Status of All Cases Before Cut-Off €skom

530

528

526

524

522

520

518

516

Status of Cases

529

520 ̂ k

Closed Open

Closed

Open

Total: 1049

On follow-up with
management, these
cases were said to
be have been closed.
These were not
closed as part of
consequence
management project;
therefore we cannot
confirm whether due
process was
followed.

10 IS)
00
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Open Cases per Division €skom

Total Open: 227

ESKOM ROTEK INDUSTRIES

GROUP COMMERCIAL

GENERATION

GROUP FINANCE

DISTRIBUTION

GROUP CAPITAL

GROUP TECHNOLOGY

GROUP SECURITY

HUMAN RESOURCES I 2

10

OFFICE OF THE GROUP CHIEF EXECUTIVE I 1

TRANSMISSION I 1

10 20 30 40 50 60 70 80

2018/11/05 11 to
00
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Open Cases per Category €skom

[Total Open: 227

200

180

160

140

120

100

80

60

40

20

n
u

177

J

Condonation

47

3

Forencis Industrial Relation

2018/11/05 12 MZ 00
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Closed Cases per Division €skom

Total Closed: 822

ESKOM ROTEK INDUSTRIES

DISTRIBUTION

GENERATION

GROUP COMMERCIAL

GROUP CAPITAL

HUMAN RESOURCES

TRANSMISSION

GROUP TECHNOLOGY

GROUP CUSTOMER SERVICE

RISK AND SUSTAINABILITY

GROUP FINANCE

GROUP INFORMATION TECHNOLOGY | 6

OFFICE OF THE GROUP CHIEF EXECUTIVE | 6

GROUP SECURITY | 3

PRIMARY ENERGY DEPARTMENT | 3

CORPORATE AFFAIRS | 2

ESKOM ACADEMY OF LEARNING j 2

NUCLEAR j 2
OFFICE OF THE CHAIRMAN | 1
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Status on supplier Disciplinary Cases Gskom

The current management information indicates that for the period 1 Jan 2016 to 30 Sep 2018, a
total 179 supplier disciplinary cases have been lodged with the Supplier Reconsideration team.
136 of these cases have been presented to the Supplier Reconsideration Committee (SRC) and
43 of these cases are still to be presented to the SRC.

Total Cases

Open Cases

In the process of being closed

Cases presented to National Treasury

Cases Closed

The 14 suppliers submitted to National Treasury will be de-registered on Eskom database for a period
of 12 months. The cases that are still open consists of inter alia, cases that needs further investigation,
cases yet to be presented and cases where first notification letters to be issued to suppliers.
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Number of Case Presenters Trained Gskom

Division

Assurance & Forensics
Commercial
Customer Service
Distribution
Finance
Generation
Group Capital
Group Information Technology
Human Resources
Risk & Sustainability
Technology
Transmission
Security

Total

No. of Case Presenter
Trained

1
2
7

34
3
14
1
2
13
10
3
13
1

104

2018/11/05 15 N3
00
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This Audit Qualification Recovery Plan progress update provides status feedback up to the end of
October 2018. The report was prepared by the Audit Recovery Programme team, and will be
presented at the next Audit and Risk Committee (ARC), herewith signed on behalf of Eskom by:

Mr Phakamani Hadebe

Group Chief Executive

Date: 3^A/ /9s

Mr Calib Cassim

Chief Financial Officer

Date:

Language edited

Fu Ramotshela
Language Services
Corporate Affairs Division

Information security

This document must be treated in accordance with the Eskom Information Security Policy 32-85.

Information resources are Eskom's business-critical assets requiring a high level of protection.
Sufficient measures commensurate with the risk must be taken to protect these information
resources against accidental or unauthorised modifications, disclosure, and/or destruction, as well
as to ensure the confidentiality, integrity, and availability of Eskom's information resources.
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EXECUTIVE SUMMARY

This report provides an update on the progress made by Eskom to address the completeness of
irregular expenditure reporting in terms of the Public Finance Management Act 1 of 1999 (PFMA)
notes that resulted in a qualified audit opinion for the 2018 financial year (FY) and the closing out of
historical audit findings. The Eskom Board Audit and Risk Committee, Eskom Exco, and the
Qualification Turnaround Meeting continue to monitor the progress of the plan, with the support of a
dedicated project team that manages the interventions needed to ensure successful
implementation.

To address the issues raised in the audit qualification and the reported irregularities, Eskom
prepared and implemented a recovery programme (the "Recovery Plan"). A copy of the initial
Recovery Plan was shared with each of Eskom's lenders under its facilities agreement in August
2017, and the updated reports will continue to be sent to lenders on a regular basis. Regular
progress feedback is provided, with the most recent update given for the close-out of Phase 1 in
July 2018. This report provides progress up to the end of October 2018.

Audit Recovery Turnaround Phase 2 will continue the work from Phase 1 for completeness,
compliance, and change. The key focus areas for Phase 2 will include the following:

• Closing out of historical audit findings through condoning of deviations by the relevant delegated
authorities: National Treasury continues to be engaged in discussions relating to the preparation
and submission of events requiring condonation. At the reporting date, R10 billion of
condonations had been taken to National Treasury, of which R804 million had received its
approval. The Recovery Plan is to be supported by Exco and the ARC and approved by the
Board, confirming the close-out of Phase 1 and scope of Phase 2 until the end of FY2019. Audit
recovery processes for consolidated condonations are to be supported by the ETC and BTC for
Board approval.

• Reviews of all open contracts from 1 April 2015 to 31 March 2018 - panel contracts, sole
source, and emergencies for procurement compliance: new contracts continue to be checked for
compliance each quarter. Investigation into the compliance levels for newly placed contracts
revealed that 229 of the new contracts for Q1 were fully compliant, and 21 condonations were
identified. A total of 90 of the 205 contracts over R1 billion were reviewed for compliance during
execution. These were mainly in the IPP area and were compliant. Contract modifications not
taken to NT (15%/20% rule) were investigated fully, and the R6.48 billion had decreased to
some R3,9 billion due to clean-up. For foreign tax compliance back to 2012, there must be
engagement with SARS and NT for alternative ways to confirm supplier tax compliance, as
assistance is required.

• Enhancing monitoring and compliance controls, including reporting systems, and capacitation of
the compliance function in P&SCM: there had been a reduction in the number of emergencies,
but 14 of the 25 emergency declared after 9 November 2017 had compliance issues and are
being dealt with by divisions. While the PFMA reporting process and reports had been
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enhanced, the level of reporting can be improved (limited new items reported in Quarters 1 and
2).

• Strengthening relationships with key stakeholders for common understanding and support as
part of stakeholder relations: engagements with SNG Grant Thornton on the interim audit are on
track for overview and process walk-throughs.

The Recovery and Turnaround Programme Phase 2 will continue until March 2019. Beyond the
Recovery Plan, the procurement focus will be on the sustainability of efforts addressing compliance,
resourcing, leadership, and systems issues to further support the path to full compliance.
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1 INTRODUCTION AND BACKGROUND

1.1 The audit qualification and irregular expenditure

Eskom received a qualified audit for the financial year ending 31 March 2017 because
the auditors could not rely on the processes in place to ensure the completeness of
irregular expenditure reporting. The qualified audit resulted predominantly from a lack
of completeness in documentation to validate irregular expenditure. The irregular
expenditure was summarised in Note 52 of the Annual Financial Statements, which
contains the eight key procurement areas that need to be addressed through the
Recovery Plan.

Irregular expenditure is defined as expenditure incurred in contravention of, or not in
accordance with, the PFMA or any other applicable legislation. It, thus, has a very
broad reach and is essentially a "bucket" that catches all transgressions of any statute,
whether these occurred deliberately, accidentally, unknowingly, or in good faith and
regardless of whether value was received or not.

When an item is classified as irregular expenditure, it does not, therefore, automatically
imply that it was not authorised, nor that it was fruitless and wasteful.

The crux of the completeness qualification relates to the ability of the organisation to
identify, track, collate, and disclose all irregular expenditure, as required by the
Updated Guideline on Irregular Expenditure, issued by the Office of the Accountant-
General, residing in National Treasury (NT), in April 2015 (NT Guideline).

According to the NT Guideline, an assessment of irregular expenditure must be made
when items are recorded as "expenditure" in terms of International Financial Reporting
Standards (IFRS) in the books of the public entity. Once any item, be it capital
expenditure or operational expenditure, meets the criteria of irregular expenditure, it
must be disclosed as such in the notes to the Annual Financial Statements, and it will
remain in the disclosed closing balance until such time as it is condoned, recovered,
written off, or derecognised in accordance with the NT Guideline, as follows:

• Where recognition, as well as the condonation/recovery/write-off, of the irregular
expenditure happens in the same financial year, the item is, nevertheless, still
disclosed as irregular expenditure, with both legs shown separately.

• Where condonation/recovery/write-off of the irregular expenditure occurs in a
subsequent financial year, the item is reflected in the closing balance at year-end
and carried forward to the next year (or beyond) until such time that it is condoned,
recovered, or written off, after which it is no longer included in the closing balance.

• For transactions submitted for ordinary condonation because the applicable
process was not followed, these can still be condoned or authorised through the
normal approval process. Such transactions will not be classified as irregular
expenditure if they have not yet been recognised as an expense according to
accounting convention (IFRS); typically, this would be where the goods or services
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have not yet been received (signed goods received note or service sheet). If
ordinary condonation occurs before this point, the non-conformance is rectified and
will not be classified as irregular expenditure.

• Condonations for the incurral of irregular expenditure may only be granted where
no official is found to be liable by law. This must be supported by evidence included
in a written investigation report that must form part of the submission for
condonation.

• Where an investigation finds that an official is liable by law for any losses or
damages suffered, or no value for money was received, steps must be taken to
recover the expenditure.

1.2 Purpose

Phase 1 of the Audit Qualification Recovery Plan was implemented to ensure that
Eskom had adequate systems and processes in place to monitor and report all
irregular expenditure and take the necessary corrective actions to address the audit
qualification. The Recovery Plan was approved by the Audit and Risk Committee
(ARC) in August 2017, with procurement focus on:

• PFMA note audit findings: to follow up and condone (where possible) all instances
identified in the PFMA note and updating of the note;

• contract review: to address the concern of completeness and confirm that the
contracts placed are fully compliant with all policy and legislative requirements;

• • control: to establish and enhance monitoring and compliance controls, including
reporting systems, to avoid recurrences of non-compliance; and

• stakeholder relationship management: in addition, to build relationships with key
stakeholders (for example, the Department of Public Enterprises (DPE), NT,
funders, and SizweNtsalubaGobodo Grant Thornton (SNG Grant Thornton) for
future dealings and assistance, as relevant.

To address the issue of completeness, a process is being embedded In the business to
ensure more robust monitoring and reporting of irregular expenditure incurred and
condoned. In addition, there will also be an independent review of the process by
internal audit, which will support the external audit process.

Phase 1 was from August 2018 to July 2019; Phase 2 will continue the work not
completed in Phase 1 and the work required for Note 51 until the end of March 2019.
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1.3 Structure to support the plan

To provide the necessary attention, a Qualification Turnaround Meeting (QTM) was
constituted to monitor the implementation of the Audit Qualification Recovery Plan.
The QTM is chaired by the chief financial officer (CFO) and consists of
representatives from different areas of business, who meet every two weeks:

• CFO
• Chief procurement officer (CPO) - alternative chair
• Recovery Programme manager
• Procurement and supply chain management leads
• Finance (including Eskom Treasury and Centre of Excellence)
• Assurance and Forensic
• Legal and Compliance

Invitations can be extended to the external auditors, SNG Grant Thornton (from March
2018), and the DPE (from February 2018).

QTM provides feedback reports to the following committees, as requested:

• Eskom Executive Committee (Exco)
• Board ARC
• Board

The Recovery Plan Is managed by a full-time seconded Recovery Programme
manager, who has established a dedicated project management office (PMO), co-
ordinating the efforts and feedback from various work streams.

The PMO is resourced with both Procurement and Supply Chain and business
representatives, fully seconded and dedicated to the work on the plan (see Figure 1).
The PMO members were selected due to their extensive knowledge in the various
areas contributing to the work streams in the plan.

For each functional and support area, an area lead was identified, who is responsible
for managing and enabling the actions. Due to the size of the Sourcing teams, a
Sourcing PMO was also established, with dedicated resources, with a "Drumbeat"
taking place three times a week. Work stream leads have resources in place in
subsidiaries, Nuclear, Primary Energy Division (PED), Systems and Processes, and
Risk, Governance, and Compliance (RGC).
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Figure 1: Structure of the programme

Meetings have been set up with Assurance and Forensic (A&F) to discuss feedback
on reviews and the way forward All contracts that have been reviewed by A&F are
discussed at these meetings, as well as reviews of emergencies and PFMA note
condonation packs. In cases where further actions are required, these are also
discussed and agreed on at the meetings to ensure that findings are closed out.
Project and integration meetings take place weekly across the work streams to
address progress and challenges.

1.4 Process for close-out

In planning to address reported irregular expenditure in FY2017, engagements took
place between NT and Eskom to understand NT's role in terms of the relevant authority
for approval of condonation.

Based on the outcome of the meeting, Eskom developed a process to deal with each
disclosed PFMA note item, possibly taking them through the Divisional Tender Council
(DTC), Exco Tender Council (ETC), Board Tender Committee (BTC), and NT (in case
of legislative contraventions) as is required per item, illustrated in Table 1 below.
Individual or consolidated condonations will be prepared by the Procurement and
Supply Chain Management (P&SCM) teams in Sourcing, Primary Energy, Nuclear, and
subsidiaries, which will be presented to NT for approval. In November 2018, the
condonation process was approved by the appropriate internal authority to be applied
to all PFMA note items.
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Table 1: Relevant authority for condonations and method

- "©losing out of the identified Condonation Condonation
Note 52 themes method authorities

300

(c)

(f)

(I)

(j)

(k)

(I)

(g)

(h)

(e)

Breach of PPPFA: Monetary
thresholds - incorrect tender
process applied

Consolidated

Tender process not adhered to Individual/
- commitments made before
approval

Breach of PPPFA: Tax
clearance certificates

consolidated

Consolidated

Non-compliance with CIDB
Regulations

Breach of PFMA: Incorrect use
of sole source

Breach of PFMA: Tender
processes not adhered to

Procurement of services -
Incorrectly classified as an
emergency

Quality management - Tender
process not followed and
insufficient delegation of
authority

Individual/
consolidated

Individual/
consolidated

Individual/
consolidated

Individual/
consolidated

Individual

Modifications Individual/
consolidated

ETC > BTC > NT

Relevant authority for
PPPFA

DTC > ETC > BTC

Not NT if Eskom
procedures

ETC > BTC > NT

Relevant authority for
PPPFA

ETC > BTC > NT

Relevant authority for
CIDB

ETC > BTC > NT

Relevant authority if
mechanism part of
instruction notes/
regulation

ETC > BTC > NT

Relevant authority if
mechanism part of
instruction notes/
regulation

DTC > ETC > BTC

Not NT if Eskom
procedures

ETC > BTC > NT

(Criminal matters not
concluded)

ETC > BTC > NT

Relevant authority if
mechanism part of
instruction notes/
regulation
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Closing out the FY2017 PFMA note audit findings takes place through a four-phase
process in order to regularise the expenditure and correctly reflect it in PFMA reporting
and updating of the note. The process is illustrated in Figure 2. The process includes
review of data integrity, A&F verification, an approval process, as well as reporting for
closure in the PFMA report and updating of the note.

Identify

« Identify the population
thai needs to be
condoned
• Report drawn from

SAP with all
transactions

• Filter transactions
based on relevant
criteria to determine
size of population

• Apply limited
Intelligence/manual
review to remove
known exemptions

• Investigate breach.
liability in law and
recovery of funds

• Determine
consequence
management

• Prepare condonation
report

\ Verify

• PSCM Risk and
Governance to
perform first line
verification

• Eskom Audit and
Forensics to review
condonation pack and
principles applied

\ Approve

• Submit to relevant
authorities for
approval
• ETC
• BTC
• NT (As required)

y Document

• Update PFMA register
(if applicable)

• Update condonation
register

• Closeout remaining
action

( f

Figure 2: PFMA note audit finding close-out process developed

The process was revised to include condonation of modifications and to also note that

the date of application was extended to 8 December 2012. This was taken through the

internal approval process. A meeting with NT is being arranged in order to discuss the

approved condonation process and its application to various items listed in the notes to

the AFS.
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2 PHASE 1 PROGRESS

2.1 Historical issues - close-out of PFMA note audit findings

All eight procurement items identified in the PFMA note have been addressed and are
at different levels of progress. The outstanding Items are continuously addressed by
the designated responsible parties across all business areas, namely, Eskom Rotek
Industries (ERI), Generation Nuclear Division, PED, Sourcing, and RGC. To ensure
that there is adherence to legislative and compliance requirements, constant alignment
with compliance takes place, and updates are done on a regular basis.

Regular engagement with National Treasury to follow up on the approval of the
documentation sent for condonation continues. As at the end of October, the following
key PFMA note items were with National Treasury for approval.

Table 2: Key PFMA note items with National Treasury for approval

1

2

3

4

5

6

7

8

Closing out of the identified Note 52
theme

Sourcing - FY2016 and FY2017 monetary
threshold

ERI - FY2016 and FY2017 monetary
threshold

Quality panels management

DC10 electrical construction - CIDB

Group Five-CIDB

BCA - condonation sole source

MTN - condonation sole source

Nuclear tax FY2016 and FY2017

Total

Condoned (1 and 2)

Awaiting approval

Condonation
value

R593 312 665

R210 579 554

R2 069 747 301

R100 000 000

R1 353 908 012

R62 267 599

R15 721 121

R5 668 329 548

R10 073 865 799

R803 892 219

R9 269 973 580

Irregular
expenditure in
PFMA report

R593 312 665

R143 504 915

R1 560 000 000

R21 565 896

R266 768 225

R59 860 348

R5 478 765

R1 569 382 680

R4 219 873 494

R736 817 580

R3 483 055 914
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2.1.1 Note 52.1 (c) Breach of PPPFA: Monetary thresholds

The Preferential Procurement Policy Framework Act (PPPFA) requires that monetary
thresholds to determine the point scoring criteria applied to the transaction be
inclusive of value added tax (VAT). Historically, Eskom applied the threshold exclusive
of VAT, which implies that certain procurement was performed applying the incorrect
point scoring criteria.

Two thresholds are specified in the PPPFA: R30 000 and R1 000 000. The
R1 000 000 threshold was increased to R50 000 000 for all tenders issued after 1
April 2017.

Transactions that are VAT-exempt or are in this bracket, but not irregular (due to sole
sources or emergencies, for example), are the exceptions. P&SCM Procedure 32-
1034 was supplemented with an instruction note effecting the clarification of the VAT
inclusion matter.

During the FY2017 audit, a total of 188 events were identified that breached the
PPPFA due to thresholds. On further investigation during the Recovery Programme,
14 transactions were found to be duplicates and removed from the list. The remaining
174 events formed part of the full population of 4 085 (R593 million, excluding VAT)
potential threshold breaches for FY2016 and FY2017 for the Sourcing area. The
submission to the ETC and BTC was verified by A&F, supported by the ETC and BTC
on 21 December 2017, submitted to NT on 11 January 2018, and presented at a
meetjng with NT on 25 January 2018. On 19 June 2018( NT approved the
condonation for monetary thresholds submitted. A total of 1 045 transactions for ERI
for FY2016 and FY2017, at a combined value of R210 million, and 4 085 transactions
for Sourcing for FY2016 and FY2017, at a combined value of R593 million, were
approved.

Further engagement with NT, the Auditor-General, SNG Grant Thornton, and Eskom
management took place to clarify the strategy and decision to review and condone
only transactions for the last two financial years, as was the scope of the Recovery
Plan. This approach was not supported by NT and the Auditor-General. Eskom was,
therefore, required to also look at transactions back to the date of effective legislation,
that is, December 2012. This forms part of Phase 2.

2.1.2 Note 52.1 (f) Tender process not adhered to: Commitments before approvals

Of the 14 transactions identified during the FY2017 audit, five transactions related to
findings where conditional approvals had been granted by the Procurement Tender
Committee (PTC), but there was no evidence that those conditions had been met. To
close the findings, secretariats were requested to provide evidence that the conditions
had been met. This was reflected in minutes of the Procurement Tender Committee
(PTC) or documents provided to the committee by the end user. The remaining nine
transactions were condoned after 31 March 2017. These items were investigated
further, and the number of transactions deemed irregular was revised to three for
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reporting purposes. The documentation for these findings was verified by A&F for
close-out.

In terms of processes and controls implemented, only a DTC (R500 million) or higher
can adjudicate condonations, irrespective of value. Secretariats of the Tender
Committee must record all conditional approvals met.

Procurement and Supply Chain Management Procedure 32-1034 Revision 3 was
updated with a detailed process for condonation.

2.1.3 Note 52.1(g) Procurement services: Incorrectly classified as an emergency

Two instances of transactions being classified as emergencies, where they did not
meet the requirements of an emergency, were reported as contraventions. The
transactions have since been condoned and rectified by the relevant delegated
approval authority (Procurement Tender Committee).

In terms of processes and controls implemented, only a DTC (R500 million) or higher
can adjudicate emergency ratifications, irrespective of value. Effective 12 October
2017, all emergencies can only be authorised by the relevant group/divisional
executive. In order to effectively report and track payments on emergencies, a
document type was created on SAP to identify these transactions.

2.1.4 Note 52.1(h) Tender process not followed: Insufficient delegation of authority

The closing out of this finding will allow Eskom to reduce the irregular expenditure in
the financial statements and PFMA reports by R1,56 billion. Internal investigations on
the finding relating to inconsistent management of the Quality Panel were completed.
Eskom engaged with NT on the issue, as some matters would still be open due to
criminal cases currently in progress. The disciplinary process will happen parallel to
the rest of the consequence management process.

Condonation packs for the Safety, Health, Environment, and Quality (SHEQ) Panels
were approved by the ETC and BTC. A submission was made to NT on 11 January
2018 to support the principles applied to the condonation of the transaction. A
presentation was made on 25 January 2018, and further information required by NT
was provided up to July 2018.

On 5 July 2018, NT responded to the condonation request and stated that the
irregular expenditure amount of R1.56 billion would be considered for condonation
after receiving confirmation from the South African Police Service (SAPS) that the
condonation would not weaken the criminal case. Eskom engaged with A&F and
Legal to obtain this confirmation. This has still to be provided. National Treasury
reconfirmed that it would respond to the condonation request subject to receipt of this
confirmation.
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2.1.5 Note 52.1 (i) Breach of PPPFA: Tax clearance certificates

For FY2017, Eskom reported 55 transactions to the value of R986 million that
breached the PPPFA due to the absence of tax clearance certificates for foreign
suppliers. The value was increased to R3,1 billion at the end of FY2018 due to a
review of the entire population in the past two financial years (FY2016 and FY2017).

A guideline document on tax clearance certificates was issued by the RGC on 15
January 2018. In addition, to ensure that there would be compliance in the future,
reference was made to the SARS process on how to assist entities that provided
services to South African companies.

The condonation packs for Nuclear and Sourcing were submitted to the ETC on 14
March 2018. The Nuclear tax condonation was submitted to NT on 12 April 2018 for
approval for the period 1 April 2015 to 15 February 2018 for a value of R5.6 billion and
the irregular expenditure of R1.57 billion. Eskom is still awaiting NT approval
regarding this submission. The balance of transactions is still under investigation and
will follow the formal internal condonation process before submission to NT.

On 5 July 2018, NT responded to the condonation request and stated that the
irregular expenditure would be finalised after receiving evidence that the foreign
suppliers with a local footprint tax status were valid when they were appointed.

This finding has been extended to the date of application of the PPPFA to Eskom,
effectively 7 December 2012. This has placed a significant burden on the team to
retrieve historical data regarding foreign entities. This item will continue into Phase 2.

2.1.6 Note 52.1 (j) Non-compliance with CIDB Regulations

Two events were identified that breached the Construction Industry Development
Board (CIDB) Regulations. The contravention stemmed from failure to advertise
tenders on the CIDB website, although these were advertised on the National
Treasury portal. As a mitigating measure, to address compliance, a communique was
distributed to relevant individuals, together with an instruction note dated 29 June
2017 issued to this effect, to advise Procurement of what to do when there were
system problems. Both contraventions were supported through the internal process
and submitted to NT for approval.

On 26 March 2018, NT responded to the condonation request for the construction
related to the gas turbines at Ankerlig and stated that the irregular expenditure would
be finalised after receiving confirmation from CIDB that the website had not been
available during publication of the tender. Eskom management is currently closing the
matter and will submit a revised investigation report to NT.

The CIDB breach for the DC10 construction condonation was submitted to National
Treasury on 28 February 2018.
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2.1.7 Note 52.1 (k) Breach of PFMA: Incorrect use of sole source

Three instances of transactions incorrectly classified as sole source were reported as
contraventions of the PPPFA (not adhering to the competitive tendering process). One
instance was determined to be correct, and the other two were supported for
condonation internally and submitted to NT for approval.

On 27 February 2018, the submission was made to NT, requesting condonation of the
breach of NT Instruction SCM Instruction Note 3 of 2016/2017, when the contract with
Binnington Copeland and Associates (Pty) Ltd (BCA) was established. On 13 June
2018, NT responded to the request; the irregular expenditure of R62 million was not
condoned because no disciplinary action had been taken against the relevant officials
who had caused the contravention. Eskom management responded to the request
and is awaiting the feedback.

On 27 February 2018, a submission was made to NT for condonation of the breach of
National Treasury Instruction SCM Instruction Note 3 of 2016/2017, when the contract
with MTN Service Provider (Pty) Ltd was established. On 13 June 2018, NT
responded to the request; the irregular expenditure of R5,4 million was not condoned
because there was no evidence that the accounting authority had taken the
appropriate disciplinary steps against the relevant officials. Eskom management is in
the process of closing the matter.

2.1.8 Note 52.1(1) Breach of PFMA: Tender processes not adhered to

Eleven instances were identified where the PFMA tender processes had not been
adhered to.

Four transactions were investigated and are currently in the approval phase. The four
transactions have followed the internal governance and approval process to condone
the deviation from the PPPFA.

The remaining seven were part of an investigation that was completed by an
independent investigator on 15 June 2018. The internal governance is being
processed to condone the seven incidents; however, Eskom Legal advised the tender
committees not to approve/support the condonations, as these are linked to another
Investigation being performed by A&F.

2.2 Contract reviews

2.2.1 Establishing a basis for contract procurement reviews

The audit qualification highlighted shortcomings in supply chain records management
of contracts. At that stage, many contracts were still kept only as hard copies, and the
files were not complete. Hyperwave was the agreed documentation system, but
compliance with storage of the contract records in Hyperwave was low (< 50%).

When requested by the auditors to provide the source of records, particularly for
contracts concluded on site, P&SCM could not meet the required turnaround times to
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respond. For this reason, a concerted effort was made by each of the Sourcing areas
(PED, Nuclear, ERI/subsldlaries, and the Sourcing teams) to improve the control of
contract records.

Based on a risk basis, higher-value contracts were prioritised. In terms of contracts
over R1 billion, these contracts accounted for 80/20 of the spend in Eskom and were,
therefore, the priority for completion. For this, A&F did 100% verification of these
contracts and separately tracked the issues raised per contract in each of the areas
(PED, Nuclear, ERI/subsidiaries, and the Sourcing teams). Weekly engagements with
A&F and the teams were set up to address the contract reviews and Note 52 items.

The process involved various elements, the first being completion of the physical file,
as per P&SCM checklists for mandatory documents (such as approvals, contracts,
modifications), after which the respective senior managers signed off the checks for
their areas. These contracts were scanned, and a taxonomy was finalised in
Hyperwave, where the scanned files were uploaded, with tracking of each area to
determine how many had been completed, were outstanding, and had issues. A&F
verified the contracts over R1 billion and, where time permitted, contracts over
R500 million. Based on the risk profile of Eskom, contracts under R1 billion were
checked internally by P&SCM and signed off by the respective senior managers for
completion of reviews. Where issues were identified, they were red-flagged and
tracked until close-out.

The scope of the reviews covered new contracts placed in FY2018,.was extended to
contracts that were placed in FY2017 and FY2016, and was later further extended to
active contracts in FY2016, FY2017, and FY2018. The contracts that were not
covered were contracts that had expired prior to FY2016 (before 1 April 2015).

The checks focused on procurement. What was checked included the following: the
process for establishment of contracts through evidence of documents; extracts of
minutes of approvals; mandatory returnables such as tax certificates and B-BBEE
certificates; mandatory processes such as advertising on the CIDB website, where
applicable; and evidence of a signed contract. What was not checked were the
contracts in execution such as payments or supplier performance management. This
was done in parallel with ongoing verification by the P&SCM contracts compliance
team in Business Enablement, who continued with site visits to also, in parallel, verify
the physical records, particularly for contracts established on site.

Contract review for Phase 1 progressed well, with 205 (100%) of the contracts over
R1 billion and a further 6 118 (91%) under R1 billion reviewed. The remaining 9% had
issues varying from a lack of documentation to proof of CIDB or tax compliance and
must be closed out by the business. This will be added to the tracking of Phase 2.

2.2.2 Phase 1 review of emergencies and sole source

• Emergencies were addressed using a three-step approach: closing out current
findings, performing a full population review for compliance purposes, and
implementing a system where the group executive signed for all emergencies.
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• For FY2018, 234 emergency transactions (129 from Eskom and 105 from ERI)
were checked for validity by the RGC Department and were also verified by A&F.

• A&F reviewed 140 sole sources signed off during FY2018 and a sample of CIDB-
related contracts.

• A review of all FY2018 emergency transactions is in progress, with 151 out of
234 (65%) being non-compliant and requiring condonation. Of the 151, 76 from
Eskom and 75 from ERI were challenged in terms of compliance with the
definition of emergencies. These are being addressed with the business for
condonation. The high percentage of non-compliance is a concern, and additional
controls have been put in place to lower the number of emergencies.

• A review of transactions in FY2016 (1 156 transactions) and FY2017 (993
transactions) not included in Phase 1 will be considered in the next phase.

2.3 Governance and controls

2.3.1 Data integrity checks

A data integrity stream was established to ensure the accuracy and consistency of
data during the execution of processes and reporting of progress. The process for the
checks is as follows:

• Extract the population from the relevant source system.
• Perform spot checks to ensure accuracy and completeness.
• Report on consolidated business feedback.
• Ensure continuous feedback and reporting, including system enhancement, to

make reporting more accessible to data users (such as SAP HANA reporting).

The datasets produced had previously been distributed quarterly. During July 2018,
monthly runs were introduced. The datasets were distributed to business for
verification.

The table below shows data integrity checks that were performed on monetary
thresholds.
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Table 3: Breach of PPPFA - monetary thresholds FY2018

Financial year and Full Reviewed by Irregularities Comments on irregularities
quarter ! T population business identified *J „

FY2018Q1

FY2018 Q2

FY2018 Q3

FY2018 Q4

FY2018 total

309

284

219

220

1 032

309

284

56

220

869

31

17

10

7

65

2 for Sourcing and 29 for ERI

3 for Sourcing and 14 for ERI

1 for sourcing and 9 for ERI

7 for ERI

2.3.2 Enhanced PFMA reporting

P&SCM takes the lead in the reporting of procurement-related irregular expenditure

across the Eskom Group. The quarterly reporting of PFMA was changed to monthly,

and the report itself was enhanced. This supports the Eskom PFMA compliance

senior manager to improve reporting of the PFMA note.

Eskom reported R19,6 billion of irregular expenditure for FY2018. The current focus
is on investigating and verifying the amounts as reported in order to ensure accuracy,
completeness, and condonation through the relevant authority.

Increased efforts on awareness and training in the identification and reporting of
irregular expenditure will form part of Phase 2 activities.

Table 4: PFMA irregular expenditure reports 31 March 2018

Modifications exceeding allowed 6 S20
amount

PPPFA - incorrect tender I 556
process

PPPFA - tax clearance 3 168

CIDB regulations 592

Sub-total I I 836

Use of sole source 4 882

Contracts not awarded in terms I 398
of National Treasury Guideline

Other I 493

irTbtal 19*0*

Incorrectly applying the modification rule -
rule introduced in May 2016

Incorrectly applying the threshold for contracts
< Ft I million - December 2012

Did not obtain tax clearance for foreign
suppliers without a local establishment.The
amount is only for 2016 to 201 6 and not from
December 2012 (still to be quantified)

Did not comply with CIDB requirements

Non-compliance to administrative
requirements

Labour contract in ERI

McKinsey & Trilhan
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2.3.3 SAP and systems enhancement

The following controls have been implemented and/or enhanced since April 2018:

• Documentation management systems (OpenText) .
• Contract workflow approvals
• Introduction of emergency and condonation indicators in SAP
• Irregular expenditure register

A real-time view of emergency orders in SAP will have the ability to track, report, and
control emergency spend in an instant.

With regard to contract documentation management, the SAP OpenText system was
adopted. The system went live at the end of March 2018 and is operational. The first
phase of the project has been completed, with roll-out of the top 200 contracts. The
next step is for the project team to set up engagements with the business in order to
provide guidance on the migration of the remaining contract documents.

2.3.4 Probity checks

Probity checks have been taking place to verify the status of declarations of interest
and potential conflicts of interest in the procurement environment. In the Procurement
and Supply Chain Management Department, 1 308 employees were evaluated, and
443 members of the tender committees were evaluated, belonging to 40 different
tender committees.

2.3.5 Governance, processes, and compliance

Changes were made to the Eskom Procurement and Supply Chain Management
Policy (32-1034) to eliminate ambiguities and provide clarity in line with the NT
Regulations.

The revised P&SCM Procedure 32-1034 Revision 3 was implemented and rolled out
throughout the business. Early indications are that, although these governing
documents were updated and rolled out, their integration and embedding in the
relevant processes need further attention. For this reason, integration and lessons
learnt sessions are being planned with the relevant stakeholders from October 2018
onwards, thereby allowing a period for any issues to surface.

An RGC plan is being executed to ensure that the governance processes in place
support full compliance. In addition to the awareness campaigns and training that are
being conducted, a template for monthly reporting and consolidation of all irregular
expenditure related to procurement transactions was implemented in September
2017.

The Compliance Plan includes performing a baseline risk assessment per Act,
including the PPPFA, CIDB, and broad-based black economic empowerment (B-
BBEE), developing and maintaining a risk register, and mapping and identifying
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controls for each risk identified. Guidelines and controls for submitting condonations
were also developed and were implemented in April 2018.

In order to ensure effective monitoring, breach and consequence management
registers are being developed and established on a shared portal for end users to
update and maintain.

Regulatory and assurance reviews are planned to enhance identification and promote
robust investigation and transparent reporting of irregular and fruitless and wasteful
expenditure.

2.3.6 People and training

Eskom devised a training plan informed by the skills gap analysis assessment, which
includes audit findings, individual compacts, development plans, etc The
Procurement Department has a training plan that can be grouped into eight
categories, as outlined in Table 5 below.

Table 5: Training Plan in Procurement and Supply Chain

Category Number of completed training
interventions

Mandatory training for all Group Commercial employees

Training for all Group Commercial practitioners -
including PPPFA and NT Regulations training

External development training for procurement and
investment recovery practitioners

Internal development training for procurement and
investment recovery practitioners and managers

Infrastructure sourcing-related trainings

Supply chain operations (SCOPS) investment recovery

SCOPS materials management

5

5

4

5

5

0

8

In addition, PTC members were trained on both the PPPFA and NT instruction notes,
as were all procurement practitioners and support structures in Procurement.
Furthermore, the RGC team continues to give guidance and refresher courses to the
P&SCM Management Committee on request.

The RGC team prioritised training and communication to support the Recovery Plan
and reported the progress, as illustrated in Table 6.
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Table 6: Risk and Governance-focused training and communications

Category Target audience Comment

PPPFA training

Training on instruction note from
NT

Infrastructure procurement training

PIE - procurement In Eskom
(Training on Procurement
Procedure - Revision 3)

Creating procurement awareness
Communicating supplier
reconsideration process

Group Commercial and
Tender Committee
Group Commercial and
Tender Committee

Group Commercial and
Tender Committee

Group Commercial and
Tender Committee

Eskom employees
Eskom-wide

100% trained

100% trained

100% trained

The P&SCM Procedure
(Rev.3) was finalised and
implemented; training roll-out
in progress

30% trained
Communicated to the
business

The focus is now on where non-compliance was detected. The relevant buyers will
have their SAP access suspended immediately until refresher training has been
undertaken. In cases where there is repeat non-compliance, disciplinary and
corrective action will be taken. The internal audit function will also be strengthened to
ensure more proactive and robust monitoring of transactions.

Employee engagements will be done to increase awareness regarding audit findings.
Employees are required to declare conflicts of interest annually (and every time a new
conflict arises). If conflicts are not declared, relevant disciplinary action will be taken in
line with Human Resources-related policy.

PPPFA training was completed for all procurement practitioners, with a detailed
training plan being developed for their continuous training. Additional training
awareness for PIE (procurement in Eskom) was also conducted in the current
financial year between April and October 2018. More training is planned for the
remainder of the financial year.

Table 7: PIE training completed during FY2019

Course location

Brackenfell

Eskom Academy of Learning
East London

Eskom Park, Witbank
Gauteng OU, Braamfontein

Koeberg Power Station

KZN OU, New Germany
Lethabo Power Station
Polokwane

Bloemfontein, Freepen Building

Total

Number of persons trained

47
455

11
157

12
106

47
30
29
10

904
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2.4 Stakeholder engagements

NT continues to be engaged in discussions relating to the preparation and submission of
events requiring condonation.

Regular engagements took place with SNG Grant Thornton, which included requests for
further information, which have since been answered.

Regular feedback sessions take place with A&F, during which feedback is provided to
streams for correction/rectification.

A detailed communication strategy aimed at an entrenched rhythm of communication to all
levels of stakeholders was developed, and numerous topical communiques were shared.
Weekly feedback on the progress of each stream is collated via the project and shared with
internal stakeholders.

A programme-specific email address is in place (ProcurementRecovery@eskom.co.za) as
an additional engagement medium though which the entire business can voice opinions,
request information, etc. relevant to the programme. This is managed to ensure that all
interactions are responded to.

Progress on stakeholder engagements:

• The revised ARC submission with the Phase 2 plan and close-out of Phase 1
for the recovery efforts was initially submitted during August 2018. Biweekly
Qualification Turnaround Meetings, chaired by the CFO, take place.

• Information on progress is presented to lenders, SNG Grant Thornton, and the
DPE.

• Regular engagement takes place with NT for condonations that require its
approval.

• Internal stakeholder relationships are addressed through change management,
awareness, and training.

2.5 Managing emerging risks to programme delivery

Five main areas of risk were identified, which are being tracked constantly and mitigated to
ensure minimum negative effect on the programme. These risks are discussed in Figure 3
below.
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Risk

aus system
changes tequired ovw
short period of ttne

Risk
Rating

I

NT procedure review and
eond " - - -•

Considerations 1H,Bh

l n g t i to tower level Staff
To mrtogate this effective change management and communicator™ is required
SAP Hsnn CPA tods bercodmo.. informal lend«nnfl. fr-aucbon toob t o b t traokad
effectively

D«v«toped pi i n to remedy, but wilt not be fully ready by yeai end audit
Supplemented t u r n m ERI procurement with 8 external resources
Discti&s uailh SNG Ihe readiness of Eskom group vs tubs>diane£
Remt i i t t e nsk to audfi quelificiition

Risk because of expectstkMis of »takenokJerk ratsfeng lo conaequenc* managenwrrf action* n
part of ctos«oul ol Note 62 This has to be balanced

Communicate effedrvety to stakeholderi on approach lo indrvidual and consolidated
nc*d«ntft
Out lo Ihe seniitivrty of the information with respect to acbons on mdivvduala Esfco*n
Human Reiouroeft will mamtatn the Indusatel Relations (IR) register

Outside of scope of tha internal program but require pioourement otoaeouts OR Condonabom)
CcncJutto*i of fhe »vest^)ahons wilt impact on cioseoul of u n e Note £2 Hems
Matters under tnvestigabon {52 1m) win undergo procurement dose-out one* the
Bivesbgaboni have been completed

NT hai now provttfrt feedback on Procedure 32-1034
tJT has to provide feedbeclc on the condonation* submitted to date to support ctoseout

Figure 3: Risks identified in the programme

From a change management perspective, there is no doubt that the numerous changes
introduced have an overwhelming impact on the staff implicated. A concerted effort to
regularly arrange awareness and training is given attention and priority by P&SCM
leadership.

Other risks identified, but currently being monitored and managed, include.

• additional resources required where there are recruitment constraints; and
• further work alignment across work streams and business outputs

The success of these initiatives will be tracked and included in all quarterly reviews going
forward.
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3 RECOVERY PHASE 2

3 1 FY2018 PFMA note and the FY2019 Annual Financial Statements

Eskom received a qualified audit for FY2019 on the PFMA note. The table below indicates
the main groupings of items. Modifications relating to NT Instruction Note 3, going back to fix
the full population for FY2016/17 for tax certificates on foreign suppliers and PPPFA
monetary thresholds going back to December 2012, together with non-compliance with the
requirement to advertise on the CIDB website, accounted for reporting of some R11,8 billion
of irregular expenditure.

Table 8: FY2018 PFMA note - irregular expenses of R19.6 billion reported

Category

Modifications exceeding allowed

amount

PPPFA - incorrect tender process

PPPFA-tax clearance

CIDB Regulations

Subtotal

Use of sole source

Contracts not awarded in terms of
National Treasury Guideline

Other

Total

Expenditure
(R'm)

6 520

1 556

3 168

592

11 836

4 882

1 398

1 493

19 606

Description

Incorrectly applying the modification rule - rule
introduced in May 2016

Incorrectly applying the threshold for contracts
< R 1 million - December 2012

Not obtaining tax clearance for foreign suppliers
without a local establishment

The amount is only for 2016 to 2018 and not
from December 2012 (still to be quantified).

Not complying with CIDB requirements

Non-compliance with administrative
requirements

Labour contract in ERI

McKinsey and Trillian
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Significant increase in the reported irregular
expenses in 2018 to R19 6 billion

, 850

• 1JN

B82

620

• So ti source

• Modffcaiiont

PPPFA

• NTlnsinwiDni

ClDB reguiaitons

• internal uracassnui

• l.tore 1 na n o n? t>r»a c i

Internal processes enhanced to
improve reporting and
governance

PPPFA includes tax clearance
certificated (R3.2bn)

Recovered R902 million from
McKmsey (not included}

Identified all modifications that
reouires National Treasury
approval

60% relates to administrative non-
compliance

R10 billion of condonations
awaiting approval

Irregular expenditure does not
necessarily mean that it was fruitless

and wasteful

Figure 4: Reported irregular expenditure FY2018

3.2 Recovery Plan continued scope - Phase 2

In line with its purpose, the Recovery Plan focuses on four main areas to ensure that
procurement of goods and services is done in compliance with the PFMA. Phase 1 of
the recovery effort ran until the end of the year-end audit for FY2018 (June 2018). The
Audit Recovery Plan will continue with the work from Phase 1 for completeness,
compliance, and change. For sustainability, the scope of Phase 2 will run for the period
July 2018 to March 2019.

Phase 2 will continue with the original focus areas, with additional activities to:

• maintain focus on key procurement-driven initiatives that support the improvement
in auditing and tracking of the implementation of a robust procurement system;

• understand and correctly report on irregular expenditure; and

• build confidence in the procurement system.

3.2.1 Addressing historical issues

This process entails closing out historical audit findings through condoning deviations
by the relevant delegated authorities, in particular the FY2017 and FY2018 PFMA
note, which involves investigations and submission to relevant authorities for
approval. For the clean-up, this was extended, where practical, back to the date of
effective legislation.
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3.2.2 Contract reviews

The contract reviews involve all open contracts, panel contracts, sole sources, and
emergencies for procurement compliance, focusing on new contracts for procurement
compliance, contracts in execution for top 205 contracts, contract modification
approvals, the panel contract, and emergency and sole source events for compliance.
The process will include condonation of events, where possible, on conclusion of the
reviews.

3.2.3 Governance controls

The aim here is to enhance monitoring and compliance controls, including reporting
systems. This process includes the following activities:

• Enhance the PFMA reporting processes, guidelines, training, and controls for
irregularities, criminal conduct, F&W, and total PFMA expenditure report for
completeness.

• Drive the SAP and systems enhancements: automation, system flags, SAP
OpenText for remaining contracts, and improved reporting and controls.

• Plan for the interim audit to include PFMA compliance.

• Track the roll-out of P&SCM Procedure 32-1034 Revision 3.

• Implement communication and change management to ensure sustainability of
recovery initiatives.

• Track the Implementation Plan for subsidiaries.

• Track and report quarterly reviews of tax clearance, monetary thresholds, CIDB,
sole sources, and emergencies.

• Monitor plans regarding consequence management.

3.2.4 Building relationships

This involves building relationships with key stakeholders for common understanding.
The initiatives involve:

• an ARC submission on the revised plan during August 2018 for the recovery
efforts;

• monthly Qualification Turnaround Meetings, chaired by the CFO, and monthly
meetings with representatives from the DPE and auditors as arranged by Eskom;

• regular progress reports to lenders and the DPE;

• regular engagement with NT for condonations that require its approval; and

• addressing internal stakeholder relationships through change management,
awareness, and training.

3.3 Programme of activities

A project plan was developed in conjunction with the different stream leads managing
various items contained In the notes. Following a review of the stream leads process,
the following Project Plan was developed in order to track and monitor the progress of
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the Audit Recovery Programme. The Project Plan is used to share feedback internally
and conduct awareness raising at the different committee meetings such as the ARC,
Exco, Design to Cost, and Finance Committee.
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Table 9: Project Plan audit recovery FY2019 detailed activities

Descrpition

Audit Recovery Prgramme J3 final 22 Oct 2018

Thresholds-C)

Incorrect Tender Process Applied ( Monetary

Threshold • f)

Close out Historical Note 52

Monetory Thresh hold c

Tender Processes not adhered to f

Incorrect Gasification of Emergencies g

Quality Management h

Tax Clearance Certificates 1

CID0 Regulations j

Sole Source k

Contract CKecttlon Reviews 205 (>Rlbn)

IPP

Generation National Contract

Croup Capital

Group IT

Nuclear

Transmission

PED59

Contract Procurement Compliance Historical

Infrastructure Build Programme

Generation Sites Contract

Transmission

Generation National Contracts

Distribution Natlnal Contracts

Distribution Wires

Corporate Contracts

Ntw Contract Procurement compliance FY 19

Contract Procurement Reviews FY2O19 Q2

Reportlnj

Assurance on processes within the programme

Verification Process

lenders Rport

rvtodlllcallons (old Sample Siie = 240 revised to 48)

Contract Reviews MS (>Rlbn)

Review of Emergency Purchases

Planning

Review of Emergency Purchases for Q l FV 2019

Review of Emergency Purchases for Q4 FY 2018

Review of Emergency Purchases for Q2 FY 2019

Review of Emergency Purchases for Q3 FY 2018

Reporting & Monitoring

Progress as £

2018/11/02

Plan

4 9 «

92!»

65M

32:.

lb',i

57)4

36dl

12%
21%

12%

12%

40St

100X
u:i

S3tt

100W

>m
2CW

TO

57M
7 W

S2%

S2!4

I0OM

10OJC

10O1*

lOOil

iom
9U

34W

0%

5054

18%

Itfi

2m

32%

3214

59%

1 0 0 *

1OE4

10OX

100%

10O»

17*

Act

47%

91%

51SS

3854

10OX

100X

100%

32%

76%

24%

9654

41%

IOOX

37%

m

law
CM

0%

on
94%

96X

83%

75%

100K

98%

100X

100%

100%
24%

48%

CM

4#4

10X

10%

50*

31%

OW

68%

1OIX

ioox

100%

100%

loan

35%

O On Track 9 Complete ^ Behind

2018/02/08

2018/06/13

2018/08/02

2018/06/13

2018/06/13

2018/06/13

2018/09/26

2018/06/13

2018/06/13

2018/06/13

2019/02/08

2018/09/10

2018/09/28

2018/09/10

2018/10/03

2018/09/17

2018/10/15
2018/10/15

2018/10/26

2018/07/31

2018/09/03

2018/09/03

2018/09/03

2018/07/31

2018/08/01

2018/07/31

2018/09/1-1

2018/08/31

2018/10/10

2018/10/10

2018/11/05

2018/02/08

2018/10/10

2018/O8/1S

2018/08/28

2016/08/15

2018/08/15

2018/06/27

2018/06/27

2018/11/09

2018/09/25

2018/09/25

2018/10/18

2018/07/02

2019/04/30

2019/03/21

2019/03/28

2019/03/28

2019/03/28

2019/02/19

2019/03/28

2019/03/28

2O1S/O3/22

2019/03/29

2019/03/29

2019/03/13

2018/10/16

2018/12/20

2019/02/15

2018/09/28

2018/12/M

2018/12/13

2019/03/13

2018/12/31

2018/11/28

2018/12/31

2018/12/31

2018/07/31

2018/10/31

2018/07/31

2018/09/14

2018/08/31

2019/04/30

2018/12/21

2019/02/15

2019/03/26

2019/02/14

2019/03/25

2O19/03/2S

2019/03/12

2019/03/12

2019/03/29

2019/03/21

2019/03/29

2019/03/28

2018/10/23

2019/03/28

2019/03/29
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Comments

* Engaged with Business to criesk data after using an

ncorrect rule dala for verification

* Preparing for the next ETC

•Verification of data set in progress

* Resource Allocation to be finalised

Sourcing and ERl Condonations & irregular Expenditure

approved June 2018 for FY 2016/2017

With NT

Nuclear Tax FY 16, FVUwith NT

DC 10 Electrical Construction and Group Five are with NT

Bole Sources With NT BCA , MTN

6G out of 66 reviews complete

14 out of 32 completed, 6 for ERl still to be checked
Utter has been \ent to GM/P0 /SnrMgr CMO to

expedite traction (2 out of 32 done)
2 out 2 of completed. Reviewed by GIT and ARP

On Track - 4 Contract to be reviewed

On Track - 1 Contract to be reviewed

On Track - S9Conliact lo be reviewed

356out of 362completed, 6uotstandinR

1366 out of 1652 completed, 286 outstanding

685 out of 918 completed,233 outstandng

1648 out of 1648 reviews completed

242 out 245 completed , 3 await DTC feedback 31 Ott

2018

298 out 298 completed

182 out 182 completed

301 out 601 completed

34OContracts - 229Compliant

* Lenders Report No.Sfor July 2018 supported by ARC,

approved by CFO and currently in GCE'i office awaiting

final signature

'Provisional dates lor Audit 7ft Risk Commence

meeting issued for the whole Finanaclal Year. Latest

meeting held 24 Oct 2018.

' QTM dates for meetings to be confirmed

Risk Identification completed on the program and

rank.rip in progress

Verified 2 report out 4

15 verified out of 48. Await input from mods stream

Awaiting Input from Contract Review Stream

12 Transactions reviewed, 2 meeting criteria

29 Transactions reviewed, 11 meetingaiterla

23 Transactions reviewed, 16 meeting criteria

42 Transactions reviewed, 14 meeting criteria

Draft report issued to Senior Management.
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Descrpition

Foreign Tax Compliance

Consequence Management

Change Management & Communication*

Efll Procurement Recovery Activities

Review Emergencies

Review ER1 Phase 1 Close Out Report

Training /Awareness for the Procurement Team

Integration With Other Initiatives

Audit recovery Programmne
Progress as @

2018/11/02

Plan

22%

18%

4 «

30*

61%

0%

0!6

30%

Act

6%

2754

36%

55%

6S°,4

25%

2S?4

MM

O

< /

2018/07/02

2018/07/02

2018/07/05

2018/09/04

2018/10/09

2018/11/05

2018/12/18

2018/06/13

On Track

2018/10/15

2019/03/29

2O19/O3/2C

2019/03/18

2018/11/20

2019/01/22

2019/03/18

2019/03/26

•

o

•

o
o
o

o

Complete ^ Behind

Comment!.

Detail confirmation of transaction values stilt to be

verified, scope increased to include transactions from

2012

49/77 cases has been Closed out - 23 still to be

completed

* Problem statement for Ctianage management defined

and signed off

'Development of change story in progress (To be shared

with P&SCM Leadership)

• Audit Recovery Programme in progress

* Communication gaps identified,highlighted and

addressed

Emegency Reviews for Q3 & Q4 FY 17/18 has been

completed based on Revised NT Note 3

Action plan In place to close phase 1

Purchasing In Eskom (PIE) Training has been rolled

'Compliance Plan

'Matters under investigation

•SAP sytem Changes

'Panel Cutiacts

*PFMA Reporting
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4.1 Review of FY2018 PPPFA monetary threshold transactions

On the basis of discussions held with NT, the AG, and SNG Grant Thornton, Eskom is
currently analysing all transactions for FY2013, FY2014, and FY2015 to determine the
number and value of monetary threshold breaches for the subsidiary ERI, Nuclear, and
Eskom Sourcing. Once verified, the condonation packs will be prepared to be submitted to
the ETC and BTC for support prior to NT submission. An amount of R888 million in irregular
expenditure was included in the 2018 Annual Financial Statements for these prior years
under the matters under investigation.

For monitoring of current compliance, reviews are under way for the PPPFA monetary
threshold transactions for this financial year.

For completeness, a full population for all once-off purchase orders (requests for quotation)
and all contracts placed between the values of R26 315 and R30 000, as well as R877 192
and R1 million, was extracted from SAP up to 31 March 2018 The change in threshold from
R1 million to R50 million from 1 April 2018 meant that the values between R43 859 649 and
R50 million were extracted from SAP from 1 April 2018 The figures quoted in the SAP
system exclude VAT. A&F reviewed and agreed on the process and a sample.

The irregularities identified are being condoned and individual consequence management
principles applied for the new financial year. The prior years will be consolidated.

In June 2018, NT approved FY2016 and FY2017 condonations for monetary threshold
breaches. The recovery team is reviewing the transactions from 8 December 2012 to 31
March 2015 for consolidated condonation The dataset is comprised of approximately 4 200
transactions, and 66% of these transactions have been verified by Sourcing. Based on
reasonableness, these will be consolidated for ETC, BTC, and then NT approval. Note that it
is again likely that the auditors will highlight potential overstatement of the total irregular
expenditure if every transaction is not checked, and these checks cannot be done through
system downloads. Manual checks are time-consuming and will yield limited further benefits
due to constraints on retrieval of old records. The submission for monetary thresholds is
being finalised for FY2013 to FY2015 for the approval process.

Table 10: Breach of PPPFA - monetary thresholds FY2019

Financial year and Full population Reviewed by
quarter business

Irregularities identified

FY 2018 total
FY2019Q1

FY2019Q2

FY2019Q3

FY2019YTD

1 032
186

190

80

456

869
11

8

11

30

65
0

0

0
0
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4.2 Breach of PPPFA: tax clearance certificates

Phase 2 will include the review of the full population of contracts/once-off purchases with
foreign suppliers for the period 1 May 2012 to 31 March 2016. The purpose of the review is
to determine whether these foreign suppliers had valid tax clearance certificates for the
period Eskom transacted with them.

An analysis of our data illustrated the following:

Table 11: Foreign tax numbers

Total number of foreign
suppliers on database

504

Number of foreign
suppliers transacted with
from 2012 to 2016

179

Value of transactions with
foreign suppliers
from 2012 to 2016

R15 billion

For FY2017, Eskom reported 55 transactions to the value of R986 million that breached the
PPPFA due to the absence of tax clearance certificates for foreign suppliers. The value was
increased to R3,1 billion at the end of FY2018 due to a review of the entire population in the
past two financial years. The condonation packs for Nuclear and Sourcing were submitted to
the ETC on 14 March 2018.

On 12 April 2018, the Nuclear tax condonation was submitted to NT for approval for the
period 1 April 2015 to 15 February 2018 at a value of R5,6 billion and the irregular
expenditure at R1.57 billion. NT requested Eskom to obtain proof from SARS regarding the
suppliers' compliance status at the time of appointment. Eskom engaged SARS, which
stated that it could not assist Eskom, and this feedback was provided to NT in a letter from
the ACPO on 11 September 2018. Eskom's condonation packs sent to NT were based on
records in Eskom systems. Concern about the non-approval, to date, of the condonation as
irregular expenditure has continued to grow, since the initial submission was made in April
2018.

The balance of transactions is still under investigation and will follow the formal internal
condonation process before submission to NT. Due to the high value of transactions, Eskom
cannot deem all transactions without records to be irregular and requires a means to
determine a more accurate number. During the review of the FY2017 and FY2018
transactions, only a small number of tax clearance certificates could be obtained from
Eskom Vendor Management and/or contract files.

In order to prevent the overstatement of irregular expenditure and to expedite the review for
the period 2012 to 2016, Eskom requested SARS to assist the Eskom team with copies of all
valid tax clearance certificates for the 179 foreign suppliers with whom Eskom transacted
during the period mentioned.

Alternatively, Eskom would need to submit a request for approval to NT of a reasonable and
practical method to determine the value of irregular expenditure for the periods prior to 1
April 2015. A meeting with NT and relevant officials from SARS is to be arranged in order to
discuss and resolve this matter.
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4.3 Contract modifications per NT Instruction Note 3

Eskom approves all contract deviations and expansions (modifications) internally for general
goods and services and for construction-related contracts via an established, controlled
process. The Eskom Delegation of Authority sets out the limits that the different adjudication
authorities have to approve deviations and expansions (modifications) internally, being dual
and triple adjudication, procurement tender committees, divisional tender committees, the
Eskom Tender Council, and the Board Tender Committee.

National Treasury Instruction Note 3 of 2016/2017 relating to expansions or variations of
orders, states the following:

"9.1 The Accounting Officer/Accounting Authority must ensure that contracts are not varied
by more than 20% or R20 million (including VAT) for construction related goods, works and
or services and 15% or R15 million (including VAT) for all other goods and or services of
the original contract value.

9.2 Any deviation in excess of the prescribed thresholds will only be allowed in exceptional
cases subject to prior written approval from the relevant treasury."

Since inception in May 2016, Eskom has interpreted and applied this provision to mean that
both the percentage and the value thresholds must be exceeded before National Treasury
(NT) approval is required. National Treasury approval was sought for these deviations and
expansions (modifications) after review and recommendation by Eskom's adjudication
authorities.

At a meeting with the AG, SNG Grant Thornton, and NT on 29 May 2018, it was clarified that
Eskom's interpretation and implementation of Instruction Note 3 were incorrect. Thus, as a
priority, Eskom identified all expansions (modifications) since 1 May 2016 that ought to have
gone to NT for approval based on the percentage or value threshold interpretation. As these
transactions have already been reviewed by Eskom's adjudication authority, Eskom will
submit them for condonation by NT once verified internally.

During the FY2018 annual audit, contract modification was raised as part of the audit
qualification. In Note 51.1(e) "Modifications exceeding allowed amounts", a figure of
R6.52 billion (721 transactions) was reported as irregular expenditure. On 21 August 2018,
A&F identified an additional three transactions from Nuclear to be added to the population,
increasing the number of transactions to 724.

To address this, the stream will assess all contract variations processed from 1 May 2016.
The transactions that do not meet the requirements will be investigated, and due process will
be followed to regularise the deviations. In an effort to address the above-mentioned and to
review all contract variations processed from 1 May 2016, a process for addressing the
modifications was drafted for implementation.
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The individual transactions from the date of the instruction note are being investigated, and
preliminary findings have resulted in a reduction in the value and number of transactions in
the population. The data was sorted into different categories in order to determine the actual
number of condonations to be presented for condonation and what needed to be excluded
from the list. Once verified, these will be submitted to A&F for verification prior to submission
to the ETC, BTC, and then NT for approval.

The effort focuses on addressing the deviations from inception of the NT instruction note in
May 2016, and it currently involves 473 transactions out of the 724, with 34 to be condoned
as bulk under late adoption, and 12 will be addressed by the business on an individual
condonation basis.

4.4 Contract reviews in Procurement

The review of the contracts in Procurement to address the completeness of the contract files
and to confirm that the contracts placed are fully compliant with all policy and legislative
requirements is under way. For Quarter 1, feedback on new contracts is tabled below. From
July to October 2018, 536 new contracts were created and are being reviewed. Of the Phase
1 reviews up to the end of March 2018, the 9% that had issues are being closed out
individually.

Table 12: Compliance of Procurement contracts

Quarter 1 new contracts established (1 April 2018 to 30 June 2018)

67% Reviews by Contract ComplianceFully compliant

Deleted

Subsidiary

Partially compliant

Requiring
condonation

Total

229

2

12

76

21

340

1%

4%

22%

6%

Removed from list

Still being checked by ERI

Still providing source documents

Issues with establishment

4.5 Checking of top 200 contracts in execution

The contracts in execution review focuses on post-award, active contracts that are over
R1 billion, currently accounting for 205 contracts We have commenced reviews and checks
for the established contracts in order to ensure compliance with good contract administration
practices The approach is to work through the contracts per operating division.

The content of the checklist has been confirmed with Contract Management. This includes,
but is not limited to, managing the following;

• Contract compliance and governance
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• Contractor/consultant/supplier performance

• Claims/compensation events administration

• SHEQ management

• Penalties application

• Review of various registers

A contract management review checklist for contracts in execution was disseminated to the
contract managers of these contracts. A review of contracts in execution was initiated by
engaging Generation, Group Capital, and Group IT. So far, 90 contracts have been
reviewed, with no significant issues to raise. The review is on track for completion of all 205
contracts by financial year-end. The next step is to compile a procedure for the contract
reviews.

At a high level, the contracts are mainly in PED, Generation, Group Capital, and IPPs, as
tabled below.

Table 13: Review status of established contracts

SUb-area

Generation

Group Capital

Group IT

IPPs

Nuclear

PED

Transmission

Totals

Number of
contracts

38

32

2

63

4

59

7

205

Value (R'bn)

R134

R173

R2

R692

R10

R419

R14

R1 445

Number of
contracts
reviewed

20

2

2

66

90

Value (R'bn)

R89.1

R2,8

R2,4

R691.7

R786

4.6 Checking of panel contracts

The audit finding relating to panel contracts confirmed the need to improve governance and
controls across the panels in Eskom.

An improved governance framework for panels was developed and taken to the ETC for
support to go to the BTC. The improvement of the SAP Bl capability for panel contracts will
allow the tracking of the task orders against the contracts. The dashboards were developed
and are being tested, and the IT actions were completed. The intention is for the system to
go live in January 2019. A contract management procedure for management of panels was
developed in October and is under review for approval.
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4.7 Review of emergency transactions

This review involved the period 1 October 2017 to 30 September 2018.

The objective of the review was to test whether approved emergency purchases complied
with the criteria of an emergency as stipulated in P&SCM 32-1034 (Revision 3). The review
also tested compliance with the 12 October 2017 decision that all emergencies had to be
authorised by the relevant group executive and then ratified at DTC level.

The review included all approved and conditionally approved transactions (excluding ERI) as
recorded in SAM (submissions analysis model). The period covered was from 1 October
2017 to 30 September 2018.

A statistical analysis of data illustrated a significant reduction in the number of transactions
since the implementation of the 12 October 2017 decision that all emergency purchases had
to be authorised by the relevant group executive.

300

200

100

Emergency Purchases
-276

223 225 • 225

i lite12 11

FY17 FY17 FY17 FY17 FY18 FY18 FY18 FY18 FY19 FY19
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2

Figure 5: Emergency purchases

Our review revealed the following:

• A total of 106 emergency transactions ratified by various tender committees were
reviewed.

• Of these emergency transactions reviewed, 62 (58%) did not meet the criteria of an
emergency as stipulated in P&SCM 32-1034 (Revision 3), and the services or
repairs, etc could have been procured using the normal or urgent procurement
mechanism.

• Forty of the 106 transactions related to emergencies declared after 12 October
2017. Emergencies declared after 12 October 2017 had to be authorised by the
relevant group executive, while emergencies before this date had to be authorised
by the most senior manager on site.

• For 21 of the 40 emergencies declared after 12 October 2017, written evidence of
approval by the GE could be found. For a further 11 emergencies, it was confirmed
that telephonic approval had been granted. Emergencies declared since 12

31 | P a g e

JAM-380



327

October 2017 had a slightly higher percentage of compliance with P&SCM 32-1034
(Revision 3).

• A total of 61 (58%) emergencies were from Generation, 14 (13%) from Distribution,
and 15 (14%) from Transmission.

• Four power stations had more than two emergencies declared/ratified during the
period under review. Arnot Power Station had a very high number of emergencies
declared/ratified, with a level of compliance of less than 30%.

Table 14: Emergencies declared/ratified per power station

Power station

Camden

Matimba

Tutuka

Arnot

No. of
emergencies

5

6

11

21

Met
criteria

1

1

4

6

%
compliance

20%

17%

36%

28%

A review of all emergency transactions for the past four quarters revealed that 106
emergencies had been recorded, of which 43 were fully compliant with the requirements of
Eskom and NT. The rest were sent to the business for close-out.

4.8 Review of sole source transactions

Sole sources are currently being managed and monitored in the business areas as part of
the business process.
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5 GOVERNANCE AND CONTROL

5.1 Adopting a combined assurance approach

The Procurement and Supply Chain Policy (32-1033) sets out the mandate for procuring
goods and services, while the Procedure (32-1034) spells out the various processes for
which assurance of adequacy and effectiveness are provided by risk-based monitoring.
Thus, the Assurance Risk Plan was derived from mitigating the risk of non-compliance to
risks stipulated by legislative requirements. Typically, government Acts and Regulations
compel Eskom to have a process in place that stipulates how it will give assurance that
the risk of non-compliance is mitigated to an acceptable level. The Procurement
Recovery Plan identifies legislative requirements that dictate the compliance framework
for Procurement and Supply Chain Management. The PFMA and PPPFA set the
framework for compliance. These legislative requirements are intrinsically linked in
managing Procurement and Supply Chain. The former regulates the monies for procuring
goods and services, and the latter sets targets regarding preferential suppliers. The
requirements stipulated by these pieces of legislation define the risks according to which
Eskom must avert non-compliance.

The Assurance Plan will, therefore, test for adequacy of controls in place to mitigate the
risk to an acceptable level. When the adequacy test has been ascertained, the controls
are tested for effectiveness. Once the Acts have been unpacked to understand their
applicability, they are classified in accordance with the level of risk they pose to the
business. Thus, risk identification forms the basis of compliance risk. A structured plan to
give assurance to managing the risk of non-compliance is to ascertain the following:

• Building compliance risk management competency
• Developing the metrics matrix
• Monitoring controls linked to applicable Acts to ensure effective implementation
• Managing corrective action to non-compliance
• Strengthening and fostering relationships with the compliance community in Eskom

Capacity building will be the basis for competency training. A matrix for continually
unpacking legislation for applicability is being developed. Monitoring of the effectiveness
of controls will be conducted through internal and external reviews at a set frequency.

To date, reviews have been conducted to track progress on contract modifications
submissions for National Treasury condonation. Certificates of acknowledgement of
receipt are issued by National Treasury, which state whether the condonation application
was supported or not. These reviews give assurance as to the completeness of document
management in that the submissions are supported by documented subjective evidence in
a clearly defined central depository. The significance of this type of document
management is to leave a visible audit trail for monitoring purposes.
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5.2 Verifications of recovery work

To ensure the integrity of data and information, verifications will be conducted as follows:

Table 15: Verification methodology to be used

Methodology

MODIFICATIONS

The contract modifications stream will
provide a list of contracts to be verified.

Total number of contracts modified
since May 2016 > 15% or R15 million
and > 20% or R20 million. The total
number of contracts fitting this criterion
is 596 for 64 plants across Eskom, with
a total of 202 buyers.

Sampling methodology:

• Random sampling across contracts,
plants, and buyers

• Sample size of 20% (of total
population of 240) to be verified

• Output: verified report versus
source documents

SOLE SOURCE

Where, as a result of proven in-depth
market analysis, only one supplier in
the market has been identified as being
capable or available to supply assets,
goods, or services in the existing
circumstances, it may become
necessary to deviate from competitive
tendering and follow a sole source
process.

EMERGENCIES

Emergency procurement may occur
when there is a serious and
unexpected situation that poses an
immediate and imminent risk (that is,
within 24 hours) to health, life, property,
or the environment that calls Eskom to
action and where there is insufficient

To be verified

• PTC approval or any relevant committee
• Availability of modification reports
• National Treasury feedback, where

applicable
• Consequence management

Progress to date:

• 100% verified (source documents provided)

Input documents:
Sole sourcing and emergencies stream
(quarterly transactions)

SNG Grant Thornton Final Audit Management
Report FY2017

Checks:

• Availability of market analysis report
• Sample from a centralised system for

necessary documents such as a sole
source justification form and validity period

• Reasons as approved by PTC (refer to
minutes)

• Declaration of a situation as an emergency
by responsible authority

• Emergency criteria checklist availability and
completeness
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time to invite competitive tenders.

Input documents:
• Emergencies stream
• SNG Grant Thornton Final Audit

Management Report FY2017
CONTRACT ESTABLISHMENT

CONTRACTS IN EXECUTION

REPORTING

Verify completeness, tax clearance certificate,
CIDB-related requirements, and stored
location.

Verify contract management, tax clearance
certificate, CIDB-related requirements, and
stored location.

Verify report versus source documents.

Progress to date: two of four reports verified.

5.3 PFMA compliance

The PFMA report is prepared quarterly. The status at the end of Quarter 2 of FY2019
is shown below (P&SCM only; excludes divisions and ERI).

Table 16: PFMA compliance

Irregular expenditure, new transactions

Irregular expenditure, prior years (continue to incur)

Total IE

R658 568 356

R2 619 597 861

R3 278 166 216

5.4 Addressing audit findings

The progress on the closure of the 89 listed findings in the audit database required
management attention for FY2018, with two closed out as at end October and 84 to be
overdue shortly. The efforts are led by the GM Sourcing (acting) across the
Procurement and Business Partnering areas. This will be monitored weekly.

5.5 Compliance Plan update

The lack of resources in the P&SCM RGC team to fully address the Compliance Plan
was noted, and external assistance was approved by the GCE. The supplier for the
P&SCM policy review (MAC Consulting) was appointed, and a kick-off meeting was
held on 29 October to address efficiency and risk. The supplier Ensika is to provide
assistance on P&SCM compliance. A detailed compliance plan was developed in
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conjunction with the appointed service provider for implementation from November
2018, targeting key areas such as preparation for audits, contract compliance, and
addressing fruitless and wasteful expenditure. The baseline plan is shown below.

Table 17: P&SCM Compliance Plan

Plan description

Audit readiness workshop

Skills transfer and audit readiness workshop

Procurement and supply chain management

Analysis of P&SCM audit findings FY2018

Assistance in closing out P&SCM audit findings FY2018

Assistance in closing out all P&SCM interim audit findings

Assistance in closing out all P&SCM year-end audit findings
FY2018/19

Public sector compliance

Analysis of progress on close-out of public sector compliance audit
findings FY2018

Assistance in closing out public sector compliance audit findings
FY2018

Assistance in closing out all PSC interim audit findings

Start date

!•
07-Nov

!•
05-Nov

05-Nov

26-Nov

15-Mar

05-Nov

05-Nov

26-Nov

Items under investigation in FY2018 irregular expenditure report 08-Nov

Review of interim audit RFIs for repeat findings 08-Nov

Contract modifications for time

Contract modifications for date - 30% additional time for construction
contracts

Contract modifications - compensation events

CIDB compliance

05-Nov

07-Nov
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CIDB registrations (> R10 million) 7-Nov

CIDB registrations: fines/penalties 7-Nov

Fruitless and wasteful expenditure

Development of fruitless and wasteful expenditure checklist/test 05-Nov

Fruitless and wasteful expenditure testing 08-Nov

Other analysis

National Treasury submissions, responses, and actions (analysis ) 12-Nov

Analysis of condonation register 08-Nov

Additional efforts with regard to compliance, governance, and controls include the
following:

• Draft revision of the PFMA reporting procedure - refinements are being made, and
clarification has to be sought from NT on certain points.

• Exemption application: this was submitted to NT regarding certain provisions of the
PPPFA and PFMA instructions.

• The PFMA note is prepared at least on a quarterly basis.
• PFMA training continues across all sites per the training programme.
• Disciplinary charges were laid and/or finalised.
• A PFMA monthly co-ordinators forum is up and running.
• A memorandum was prepared for the GCE, providing a motivation for more focus

and resources and for formal approval of the PFMA Improvement Plan.

5.6 Matters under investigation

Matters under investigation in relation to Note 51 of the 2017/18 Annual Financial
Statements were closed or are in the process of being finalised, including the relevant
disclosures.

Other matters investigated by Eskom's A&F Department are reported to management
and presented to the Audit and Risk Committee. Where any instances of irregular
expenditure are identified, these matters are referred to Eskom's PFMA Section.
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14 implicated senior executives exited

12 criminal cases opened, five of which Involve nine senior executives

Total of I 049 outstanding cases since April 2018. of which 856 have been finalised,

resulting in 99 employee exits

As at end of October 2018, a total 269 whistle blow cases are under investigation,

75 of these have been completed. Of the 75, total sanctions issued (I.e. actions

taken) are 47

Remedial action has been taken against 25 staff doing business with Eskom: 7

exited

Lifestyle audits of senior management In progress

Investigated nil irregular supplier contracts (so far. five are no longer doing business

with Eskom). Recovered R902 million from McKlnsey with an additional R.99 million

recovered relating to interest

Cooperating with eight regulatory bodies conducting major investigations1

T

I N t fkw! Treasury procurement investipUons Zondo Convnsaon. Hjwta, SIU. Pjrfamentjry Inquiry Nafaul Director of Public Prosecutions
Committee on Pubic Accounts jm) SAPS

Figure 6; Status of addressing matters under investigation

5 7 SAP and systems enhancement

Systems in place need to support compliance. Systems currently being strengthened
include the following:

• SAP panel contract solution: the panel contract solution will enable reporting and
improve management of panel contracts.

• The procurement checklist will ensure that transactions can only be loaded in SAP
if all the requirements have been met.

These two controls are currently in the final stages of development, after which user
acceptance testing (UAT) will take place during November 2018. As soon as the UAT
has been signed, these controls will be embedded in SAP.

In order to continuously detect any non-compliance, a SAP report will be drawn
quarterly to monitor compliance with PPPFA requirements Since July 2018, some of
these reports have been extracted on a monthly basis. If non-compliance is identified,
it will be escalated to the relevant senior manager for immediate action.
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5.8 Consequence management

Three main approaches to consequence management measures have been
undertaken, covering awareness and training, improvement of systems and processes,
and disciplinary enquiries.

Table 18: Three-pronged approach to consequence management

Awareness
and training

Systems and
processes

Disciplinary
enquiries

Reinstatement of the Drumbeat meetings to close audit findings and to
reinforce compliance with P&SCM Procedure 32-1034 and other relevant
policies, legislation, and guidelines.

Provision of awareness training to all buyers across all sites.

Development and implementation of a checklist system for purchasing
documents, which has to be signed off by a senior manager. This is
monitored at the Drumbeat meetings.

SAP system enhancements to improve workflow for different procurement
mechanisms and workflow controls are currently in the testing phase. This
will address the current challenges identified during contract verification, for
example, correct procurement mechanisms, CIDB, tax compliance,
threshold determination, etc.

Quarterly compliance monitoring system implementation for monetary
thresholds and tax clearance.

• Consequence management in Commercial is now managed by a
dedicated resource and reported on a weekly basis.

• The workflow controls in SAP will prevent many of the
transgressions that contributed to the current breaches.

• There are 77 cases that arose from condonations prepared relating
to breaches in the commercial process. Of these, 54 had been
closed out. A breakdown of the status of disciplinary cases is given
in Figure 7.
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Consequence Management
Number of Cases

• No action taken

« Warning

• ft« medial

R« signed

« 0 imtitfd

Figure 7: Consequence management number of cases
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6 STAKEHOLDER MANAGEMENT

National Treasury was identified as a key stakeholder, as many of the procurement items
require its support or approval relating to the use of procurement mechanisms such as
sole source, emergency, modifications over a specific threshold, and cancellation of
tenders, as shown in the table below.

336

Table 19: National Treasury involvement in procurement

Item

Emergency
procurement

Sole Source
procurement

Modifications to
Construction related
goods/services/works

Modifications to All
other goods/services

Time variations for
Infrastructure related
contracts/ orders

Cancellation of Tenders

Summary

• Any emergency procurement occurs where there is a serious or unexpected
situation that poses an immediate risk to health, life, property or environment

• A deviation which does not fall within this definition requires prior National
Treasury approval if it exceeds the thresholds mentioned below

• Sole Source procurement may occur when there is evidence that only one
supplier possesses the unique and singularly available capacity to meet the
requirements.

• A deviation which does not fall within this definition require prior National
Treasury approval (this is classified as Single Source procurement)

• Contracts/Orders which vary by more than 20% or R20 mill from the original
value require prior National Treasury approval

• Contracts/Orders which vary by more than 15% or R15 mill from the original
value require prior National Treasury approval

• National Treasury approval is required in order to exceed the time for completion
by more than 30% from the original duration

• According to the 2017 PPPFA Regulations National Treasury prior approval is
required to cancel a tender for the second time

The inclusion of progress feedback relating to the Recovery Plan will be in the feedback
to the DPE. Meetings with SNG Grant Thornton will take place on an agreed basis prior
to and after an interim audit.
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7 ESKOM ROTEK INDUSTRIES (ERI)

ERI has made substantial progress on its contract reviews. It faces significant
challenges, with three main notable risks:

• Labour broking orders were concluded based on confined sourcing without NT
approval.

• The ERI DTC adjudicated transactions without a properly constituted quorum.

• Confined sourcing was incorrectly applied.

ERI had managed the following progress as per the Phase 1 close-out report:

• ERI conducted contract reviews on all active contracts in the 2018 financial year
and previous two financial years.

• Purchase order reviews: thorough reviews of all purchase orders within the
threshold parameters were conducted for FY2016, FY2017, and FY2018 (Quarters
1,2, and 3).

• The population of contracts was obtained from the SAP system and included all
contracts that were valid during the last three financial years, that is, FY2016,
FY2017, and FY2018. Contracts established after 1 March 2018 did not form part
of the review. Contracts still valid during FY2018 were reviewed first, followed by
those for FY2017 and FY2016.

• A contract review dashboard was created to track the progress of the contract
reviews. As at 23 March 2018, all 579 contracts established before 2 March 2018
for the past three financial years were part of the reviews. Of the 579 contracts, 22
contract files were not available at the time of the review.

• Thresholds for FY2017 were completed; currently, ERI is busy with other financial
years, with progress reported for FY2015 and FY2016.

There is an approved plan for the subsidiary that was finalised and signed off on 15
October 2018, with a mini project team to mirror the activities of the broader audit
recovery as a work stream. This team is closing out prior-year findings and addressing
current compliance; it is part of the Recovery Programme meetings.

• Review of emergencies and sole source for ERI: data on emergencies had been
received for review by 20 November 2018.

• Feedback on Phase 1 close-out for ERI: the actions for Phase 1 had not been
closed out. An action plan and progress feedback from Phase 1 close-out still have
to be received from relevant stakeholders. This will be continue until January 2019.

• ERI contract reviews: contract review data for ERI indicated that there were no
contracts over R1 billion; thus, no contracts required review. A report will be drafted
to indicate this for auditing purposes.

• ERI training: training for the Procurement or Buying team on the revised
procedure and policy is to be confirmed. A need for retraining and assessment of
the team has been identified from the data reviewed for contracts.

• Consequence management: year-to-date consequence management statistics
were received and are to be reviewed.
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Resources for ERI: an additional resource was supplied to the ERI procurement
recovery team to ensure prompt reviews and meeting of delivery dates.
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8 SUSTAINABILITY OF THE PROGRAMME

8.1 Operating model changes

The Procurement and Supply Chain operating model was reviewed for alignment with
customer needs. The model had informed changes to the structure. A compliance
function was introduced in the RGC structure In P&SCM. Structures to support the
operating model were developed for implementation in the 2017 financial year.
Notably, the compliance function will ensure full compliance with the relevant
regulations for all transactions, including those identified in the FY2017 PFMA note.

8.2 Leadership commitment and assistance

To instil a compliance culture in the organisation and for effective role modelling,
Eskom leadership recommitted Itself to ensuring compliance, ethical behaviour, and
professionalism throughout the organisation. These efforts are led by the CFO, with
the full support of the GCE.

The performance compacting of audit success is included in executive compacts,
including those for all GEs. In addition, all GEs in the organisation lead and ensure
compliance in the organisation. Initiatives headed by the GEs include:

• authorising all emergency orders that are placed; and

• signing off on all sole source transactions.

There were some changes to the Board and Exco, and the CFO conducted briefings
on the Recovery Plan, for which support was received.

8.3 Procurement Recovery Plan

The broader initiatives of the Procurement Recovery Plan will address the following:

• Visible leadership and change management that address the wider impact on
employees and their involvement

• Effective P&SCM systems and processes, including new systems, SAP, and non-
SAP systems, together with codification and demand planning efforts

• Integrated effort to address audits, through capacitation of RGC, and plans for
compliance, monitoring, and A&F

• Improvement of stakeholder relations and enhancement of awareness regarding
procurement
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Visible leadership
and change

management

Effective PSCM
systems and
processes

Integrate effort to
address audits

Improve
Stakeholder

(elations

Create stability within PSCM environment
Measure Delivery PSCM priorities
Drive corrective action through PSCM Ebands
Involve staff in lessons learnt and root cause analysis
Develop and implement an effective change management plan
Prioritise time for ensuring compliance (docman, awareness)

SAP System hardwire to facilitate compliance
Support non SAP related PSCM systems
Drive cataloging to standardize data structure, improve data
analytics
Implement new systems such as SAP Opentext
Establish Integrated Supply Planning function

Audit recovery plan and integrated preparation for audits
Capacitate RGC function to deliver
Implement Compliance and monitoring plans
A&F audit plan for PSCM

Improve relationship with NT/DTI/DPE/auditors
Enhancing awareness in the business on procurement

Figure 8: Procurement Recovery Plan focus
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9 CONCLUSION

9.1 Comment on overall status

Team efforts have led to progress in review, investigation, and compilation of the
condonation packages to seek to close-out of the reported irregular expenditure, as well
as in efforts to ensure the prevention of future irregular expenditure. The most significant
progress has been. In the contract reviews and efforts to close out the Note 52 items and
the reviews of contracts and emergencies, together with a compliance plan being
implemented for current issues.

Given the processes that have been put in place for closing out required approvals and
confirmations from a variety of stakeholders, both internal and external, there has been
progress. Most of the items are currently with NT as the relevant authority for approval or
are in the final stages of verification to go through for approvals.

The ACPO, with the team, is driving a number of key initiatives to improve the level of
compliance, increase the use of automation, address change management, and improve
policies for effectiveness and risk management. There is a focus on capacitation of
procurement sourcing teams, internal advertisement for resources for automation, and
redeployment of internal resources to support key activities.

9.2 Monitoring of progress on Recovery Plan

A detailed MS Project plan with milestones and weekly tracking is in place, with a
dedicated planner. Weekly alignment meetings take place, where each business area is
responsible for reporting on progress made during the previous week. At these meetings,
potential risks and challenges are raised. Risks are then addressed through the
necessary mitigation measures, and support is provided for overcoming challenges.

Fortnightly meetings with the CFO take place, where all progress, risks, and challenges
are reported to the QTM members, who have the resources and decision-making power
to assist and support the efforts. Feedback is also provided to Exco and the ARC as a
standing item, where Eskom leadership provides monitoring and support.

Continued monitoring of the progress made, together with the newly implemented, more
robust systems, will allow for continued progress in ensuring compliance in the
procurement environment.

9.3 Next steps

The next steps on the Recovery Plan include the following:

• Obtain feedback from NT on the following condonation submissions: breach of
the PPPFA in relation to tax clearances for Nuclear, non-compliance with CIDB
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Regulations, use of sole sources, not following the tender process, and
insufficient delegation of authority.

• Submit the following to NT after ETC and BTC support:

• Breach of PPPFA in relation to tax clearances for FY2016 and FY2017 for the
Sourcing Department

• Consolidated condonations for monetary thresholds for FY2013 to FY2015

• Modifications relating to NT Instruction Note 3

• Tender processes not adhered to still going through approval for the internal
condonation process

• Integrate efforts in broader procurement recovery for sustainability.

9.4 Creating sustainability in efforts after recovery

An awareness and communication programme on the recovery efforts is in place to
keep Procurement staff and the business informed of the plan. Employee
engagements continue in order to ensure continuous awareness regarding audit
findings and to embed the new behaviour necessary for full compliance.

"Lessons learnt" Interventions will be set (per discipline) to share best practices and
experiences and to identify engagement. Information on what has been learnt will be
shared during implementation of the plan and will be stored for future use. Awareness
sessions on audit qualification, PFMA reporting, and overall compliance will be the key
themes.

A review of the efficiency and risks of the current P&SCM procedure is under way.
Guidance and instruction notes to support Eskom P&SCM Procedure 32-1034 are
issued via the RGC Department on a regular basis. The compliance function has
developed a plan to address current issues as Recovery Plan close-outs. Functional
compliance officers in the departments, a compliance section, and enhanced systems
will also support the sustainability of efforts. In the short term, additional resources in
terms of an external partner will support Compliance Plan implementation, focusing on
skills transfer.

Changes in the SAP system, improvement in procurement sourcing planning, and
clearing of backlogs on expiring contracts will also address sustainability. The broader
Procurement Recovery Programme will address systemic, governance, and change
issues beyond the Audit Recovery Plan.
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