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THE ELECTRICITY DISTRIBUTION SCENE

+ “plackouts™ and "brownouts™ continue
+ Used to be municipalities mainly
+ Now also Eskom transmission (Western Cape)
+ Recovery plan in place for Western Cape winter 2006
+ Koeberg confingency plan in place
+ Rotor instalied and on-load
+ Cther Eskom initiatives involve LP Gas distribution to shift load
Revamped regulatory environment
» Electricity Regulation Act operational from July 2006
+ Mew licensing framework
+ Quality of supply norms and standards
+ Penalty provisions in the event of breach of licence conditions
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DEFARTMENT OF MINERALS AMND ENERGY

I” THE ELECTRICITY DISTRIBUTION SCENE

« Aggregate personnel costs must not increase in a way
that undermines the objective of a single/uniform
public service

— It is estimated that there are 31000 staff involved in the
electricity distribution function to be transferred to the 6 REDs,
of whom 168000 are employed by municipalities and 15000 by
Eskom. Whereas the majority of municipal staff is employed
in metropolitan areas (83% or 10000 staff), the majority of
Eskom staff is employed in rural areas (80% or 12000 staff)

« No additional funds or taxes (fiscus and/or local
government) without the approval of Cabinet

World Class Minerals and Energy sectors for the benefit of all

E}EP.&RTME:E\.T OF MINERALS AND EMNERGY

B THE ELECTRICITY SCENE

Legislation still to come

— EDI R Bill still has to go to Cabinet for approval
- Will provide a framewaork for RED formation
— Still a voluntary process : Constitution

— Dual regulation in terms of the Electricity Regulation
Second Amendment Bill, dealing with Section 75 issues

— This would complete the regulatory and structural form of
the distribution industry
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B THE ROLE OF EDI IN SA ECONOMY

+ To provide electricity to all consumers on a cost effective basis with
equitable tarriffs

+ To provide reliable and high quality supply and services to all
consumers

« To meet the country’s electrification targets in the most cost-
effective manner

« To meet the legitimate, economic and social interests of all role-
players in the EDI and

+ To operate in a financially sound and efficient manner in order to
provide a reliable and sustainable future for the EDI
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Key Challenges facing EDI in SA

+ Current industry structure is highly inefficient owing to fragmentation

— Absence of economies of scale in respect of investing in assets, sharing of
facilities, services, people development, eic,

+ Inadequate maintenance of networks

— Estimated maintenance backiog: R billion p.a.
- Supply interruptions cost to the Economy: R2.4 billion to R 8.6 billion
pa*

+ Unequal treatment of consumers across the country
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Key Challenges facing EDI in SA : _T

+ Significant disparities in tariffs
— Over 2000 tariffs

— Significant variance in tariffs by Distributors:

= Range"; 19¢/kWh - T1ckWh
* Inability to supply electricity to the indigent
- Access to electricity: ~73%
» Slow and inconsistent roll-out of FBE
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"REDS FORMATION PROCESS

Why form the REDS after all?
—Faster universal access to electricity (lower cost of
capital)
—Improved and acceptable quality of supply

—Sustainable, affordable electricity to low-income
customers

—Rationalized competitive tariffs
—Provide secure employment, skills development
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Progress

Considering two options relating to formation of National RED, in line with
Cabinet decision of 14 September 2005

Option 1: anchor using Eskom Distribution in 3 phased approach
Option 2: new entity which is then populated by transferring businesses

Considers pros and cons of each approach:

- Factors in comments from stakeholders

— Keeps restructuring objectives in check

- Provides for Cabinet Mema with recommendations
» Resolution of policy issues
* Mandate for implementation
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REDSFORMATION PROCESS

Information dissemination

After Cabinet decision is finalized:
+Provincial energy forums
*NEDLAC
* Directly with municipalities, SALGA
« Communication strategy
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ELECTRIFICATION
Progress

Provinge Backlog 20045 | 2005/8 2004/5 2005/6

Munic Munic Eskom Eskonm

Conn Conn Conn Conn
Western Cape 154 882 5,894 5,605 6,806 2,294
Northem Cape 52712 804 1,010 6,314 647
Eastern Cape 712,775 15,361 7,782 35,075 20,020
Free State 193,491 2,385 1,801 4,912 2425
Kwazulu Natal 777,714 14,310 12,801 21,830 18,692
Mpumalanga 214,270 7,518 2191 10,072 6,504
Limpopo 365,426 1,572 2,081 58,590 28,748
Morth West 169,647 1,780 3,470 23,995 5845
Gauteng 639,772 10,718 7.753 12.861 7,658
Total 3,280,689 60,446 | 44,364 180,515 106,833
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ELECTF{!FICATION AND ENERGISATIOIﬂ

Challenges

+ Universal access by 2012

+ Funding: need extra R1 billion per annum

Skills capacity related to accelerated program for 2012

« Providing for thermal needs of communities (heating, cooking)

Also opportunity for job creation: ASGISA
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ELECTRIFICATION AND ENEF{GISATIOIﬂ

Solar Home Systems

+ 25000 installed in select district municipalities
+ Three concessionaires still operational

World Class Minerals and Energy sectors _for the benefit of al

1 LT

EEPARTMEHT OF MIHERALS ANMD ENERGY

ELECTRIFICATION AND ENERGISATION

Saxio Key Performance Indicaters 20036
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Mool lNu M’ ;.E.rs;: Hn af Persﬁ;e
Person- 'Ip'!:uil: Ho of Mo of I;‘;fﬂ:l;' Days of Dwsqﬂ
People with Y OTHER OTHER RO
days of |Employed) Women | iy, | standard |~ openiren| ACCREDITE
BEE work | (18 to 35 |Employed EPWP
Emplayad g Training Tral
Expenditura yrs) tralning | gocnived Recetv
Provinge |  to date recaived
Eastern Cape) 30,954 847 13,855 274 47 2 £S5 £3 214
Frie Stald 3,087 430 1075 210 2 - - - 15
Gaueng 27342244 5,520 162 43 1 &2 B7
Ewazuly Nats 5,231,667 4569 g B 1832
| Limpopoy 2,946,455 3.801 21 10 i) 420 1,425
| Mpumatargal oeod  Tel 33 L] 3 ] ki
| __Marih Wasd 499,200 5.400 45 11 3 & £
Mortherm
Copey 13844100 3018 55 | 322 3 23 LE
Waslern Cacd 4200108 3708 106 5 =5 et &3 5 200
Total 79,710,528 u,a!.J 761 153 8 440 544 1,857
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AND ENERGISATION

Integrated resource approach

+ We will start pilot project involving LPG for heating, cooking
+ Demand Side Management has become critical
« Energy efficiency needs to become new culture

* Municipal buy-in important
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FREE

BAS

IC ELECTRICITY

Mic ADDE. _ Configurad March-consumption
Custmers Customers Prepald Comenticnal Tatal
SOUTHERN (RED 3} 121415 #7838 57,462 57 452
NORTH-WEST {RED 4 225.136 187 434 121,899 14,360 126,259
CENTRAL {RED 4) 207,352 177887 51,006 51413 102,418
WESTERN {RED 1) 158 GBS 153,316 140358 10,485 150,643
NORTHERM {RED B 340,288 347 594 173,809 2 768 178,577
EASTERN {RED 51 101,308 93592 BE217 130 88,347
1,254,198 1047875 530,751 79,156 709,907
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| FREE- BASIC ELECTRICITY

Challenges

« Targeting the poor and limiting “spillage”
« Increasing coverage of the “poverty net’

« Improving delivery mechanisms (technology) for access by
poor

+ Continuous monitoring to assess impact

Another opportunity for job creation: ASGISA
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