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HIGHLIGHTS OF THE YEAR

Average
yearly
Change  increase
1985-86 1981-86
1986 1985 1984 1983 1982 1981 % %
Financial
Revenue (R million) 5845 4625 3832 3302 2695 2141 26,4 22,2
Charges against revenue (R million) 5645 4585 3995 3405 2753 2218 231 20,5
Net expenditure on fixed assets (R million) 3770 4757 3719 2757 2741 1951 =207 14,1
Fixed assets at 31 December (R million) 27633 23969 19261 15591 12858 10144 153 22,2
Average price per kW.h sold (cents) 4,98 412 3,58 3,36 2,80 2,28 20,9 16,9
Average cost per kW.h sold (cents) 4,81 4,08 3,74 3,47 2,86 2,36 17,9 15,3
Average coal cost per ton (Rand) 14,87 1325 1255 1244 1175 9,71 12,2 89
Electricity sold by Escom (mill. kW.h) 117 353 112306 106904 98251 96136 93844 45 4.6
Operating statistics
Total electricity sent out by Escom (mill. kW.h) 126766 122494 117086 108321 104920 100425 3.5 48
Electricity available for distribution (mill. kW.h) 123748 119229 113898 105404 102516 99713 3.8 44
Coal burnt in Escom power stations (Mt) 58,9 59,5 58,7 55,0 55,2 53,9 -1,0 1,8
Water consumed in Escom power stations (M€) 262372 275716 269868 255654 265933 235138 4.8 2,2
Peak demand on integrated Escom system (MW) 18278 17852 17296 15639 15532 14674 2.4 45
(20/6/86) (12/7/85) [15/6/84) (10/8/83) (2/7/82) (12/6/81)
Escom plantin service at 31 December
Installed capacity (MW) 28086 25716 24514 22949 21749 20049 92 7,0
Assigned sent-out rating (MW) 26682 24359 23168 21673 20523 18989 95 70
Transmission lines:
765 kV 427 — — — — — - —
533 kV (DC) (km) 1030 1030 1030 1030 1030 1030 — —
400-220 kV (km) 18012 17488 16842 16017 15251 14998 3.0 3,7
165 kV and below (km) 153103 142528 130425 121343 111535 105344 74 78
Staff employed
at 31 December 60800 66000 64560 62420 58850 52080 -79 3,1
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PROFILE OF ESCOM

Escom is the national electricity utility of
South Africa. It ranks among the largest and
technically most advanced utilities in the
world. It has an installed capacity of more
than 28 000 MW, operates 27 power stations
and uses mare than 172 000 km of high-
voltage transmission lines.

It supplies more than 90% of the
electricity used in South Africa and this
represents nearly 60% of the electricity
generaled on the African continent. It serves
the whole of South Africa and exports
electricity to Bophuthatswana, Botswana,
Ciskei, Lesotho, Mozambique, SWA/
Namibia, Swaziland, Transkei, Venda and
Zimbabwe.

Escom was established in 1923 as the
Electricity Supply Commission. In 1985,
the Electricity Amendment Act replaced the
Commission with a body corporate known
as Escom, which has a control and manage-
ment structure consisting of the Electricity
Council and the Management Board.

Electricity Council and
Management Board

The Electricity Council is a non-executive
bady. Its members, appointed by the
Minister of Economic Affairs and Tech-
nology, are drawn from organisations
representing major electricity consumers and
key Government and State departments.
Members are appointed for their specialist
knowledge and skills. The Council is
responsible for policy, setting of objectives,
planning and control. It also appoints the
Management Board.

The Management Board, which is
composed of the Senior General Manager
(chairman), the Assistant Senior General
Manager and seven general managers, is the
executive bady responsible for the day-to-
day running of Escom, subject to the
directives of the Electricity Council.

Mission
Escom’s mission is to salisfy the electricity
needs of customers in the most cost-

effective way, subject to resource constraints
and the national interest.

Strategy

The strategy adopled by the organisation is
to develop Escom as a business that maxi-
mises the value of its products and services
for the benefit of South Africa.

Escom’s structure is based on a high
degree of decentralisation and customer
orientation.

The organisation is divided into six
functional groups, each headed by a general
manager. There are two main line functions,
Generation and Distribution. These are sup-
ported by a further line function, Engineer-
ing, and three head-office service functions
— Finance and Data Processing, Human
Resources and Services. The General
Manager (Generation) is assisted by a
second general manager who is in charge
of Operations.

Philosophy

Escom strives to provide customers with
electricity and services of the greatest
possible value, measured in terms of quality
and price. It maintains good relations with
customers through constant liaison and
evaluation of their requirements, as well as
the guality of service they receive.

The interdependence of Escom with its
suppliers of goods, services and finance
is recognised, and a healthy, long-term
business relationship with them is pursued.

Escom is an equal-opportunity employer
where remuneration and advancement are
based on performance and market con-
siderations, regardless of race, creed or sex.
Employees are provided with an environment
in which they can develop their full potential
through education, training, work experi-
ence, problem solving and innovation.

Accounting policy

Escom uses a fund accounting convention at
present. However, pending an amendment to
the Electricity Act expected during 1987, it
will in future report on its financial activities
and position in conventional business
accounting terms.

Under the fund accounting convention,
there is no share capital. Capital expenditure
is financed from borrowings and own funds,

as prescribed by the Electricity Act. Fixed
assels are not depreciated but, instead, the
debt used to finance them is amortised.

Borrowings are obtained by raising loans
and issuing bonds in local and overseas
capital markets, through local monay-market
operations and through trade finance
arranged in conjunction with suppliers of
capital equipment. Internally generated
funds, oblained from tariff income as
prescribed by the Electricity Act, is the other
source of finance available to Escom.

There are at present three internal funds:
the Capital Development Fund, the Reserve
Fund and the Redemption Fund.

The Capital Development Fund finances
capital expansion and the replacement of
assets taken out of service. The Reserve
Fund is for upgrading plant, exceptional
repairs or emergencies. Itis also used,
to a limited extent, for self-insurance,
thereby reducing expenditure on insurance
premiums. The Redemption Fund provides
for the redemption of local loans on a
sinking-fund basis.

There is a secondary market in Escom’s
locally registered stock, which is actively
traded on the Johannesburg Stock Exchange
and by Escom itself. Escom is able to buy
and sell such stock on behalf of its various
Funds and, although a buyer of last resort,
aims to be a net seller of its own stock.
Proceeds from sales are reinvested by
Escom, on behalf of its Funds, in new Escom
stock issues.

Under the proposed system the practice
of investing internal funds in Escom’s
own loan slock issues and the assaciated
accounting mechanism for raising internal
inferast charges is to be abolished. Fixed
assets in commercial operation will be
depreciated. Costs, including depreciation
charges, transfers which have been made
to accumulated reserves and any
appropriations which have been made from
past accunulations, will be reported.
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CHAIRMAN'S REVIEW

I
V% have set ourselves a huge task in remoulding Escom. We still have a long way to go.
But | am satisfied that the first lap is successfully behind us and that we are well on the road to
establishing a professionally managed, highly motivated, customer-oriented business.”’

John Mareg
Chairman




CHAIRMAN'S REVIEW

continued

1986 was a momentous year for Escom,
marked by a new direction and vigorous
programmes (o set us firmly on the path of
establishing an efficient, well-managed
business with a clear emphasis on becoming
ameritocracy rather than a bureaucracy.

Far-reaching internal changes resulted,
and efforts were made lo communicate
these effectively to the organisation’s many
exlernal audiences, both in South Africa and
OVerseas.

We had previously defined our mission
and the numerous areas which needed
attention, and we started the year with
clearly defined and agreed priorities which
emphasised professional management and
lightfinancial controls.

Determined adherence to these priorities
enabled us to complete the year well within
our budget targets and produced a surplus
which reduced the deficit which had been
accumulated over previous years. This was
despite the lower-than-expected income
from electricity sales.

Lower growth in electricity demand and
the effects of the debt standstill, which made
the raising of foreign loans extremely
difficult, were the two issues which had a
major impact on Escom’s financial position
in 1986.

This was also notable as the year in
which Escom made a concerted, and
successiul, effort to move closer to our
customers. Specific needs and gaps in
Escom’s service were identified and
discussed with our customers and the
results have been most encouraging.

The debt standstill

The inability to raise foreign loans following
the imposition of the debt standstill in
August 1985, forced a major rethink of our
funding strategy. The R1 400 million we
had planned to borrow overseas in 1986
was clearly not going to be available.
Consequently, we had to balance our books
withaut placing an undue burden on the
limited local financial markets and pushing
up interest rates.

Athree-fold strategy was adopted,
namely, stringent adherence to budgets,

a cut-back of R1 000 million in operating
expenditure and R1 000 million in capital
expenditure for the years 1986 to 1989, and
two tariff increases of 10% each in January
and July 1986.

As aresult of our successful financial
management programme we were able 1o
keep our major projects on line. These were
the power stations under construction, the
gxpansion of the high-voltage transmission
system and the rural electrification
programmes.

Lower growth

The prolonged downturn in the South African
economy has resulted in a significantly
reduced growth rate in the demand for
electricity. This means that generating plant
now under canstruction will be required later
than planned and Escom will, for some time,
have surplus generating capacity.

Cancelling or truncating the already
conlracted expansion programme was
unacceptable on both a funding and inflated
cost basis and it was decided instead to
pursue the option of managing the temporary
excess capacity as cost effectively as
possible.

Manpower

People are the backbone of any business,
and in an organisation as large as Escom
programmes related to manpower
management are naturally a high and
ongoing priority.

The most difficult task facing the
Management Board in this regard was the
need to reduce the number of employees by
10% —afigure agreed on after extensive
consultations throughout Escom when it
became clear that productivity and cost
considerations required a concerted effort
fo establish a leaner organisation.

By offering generous early pensions and
benefits to older employees and putting a bar
on recruitment, employee numbers were
significantly reduced.

Later in the year it became clear that the
emerging excess of generaling capacity
would necessitate further staff reductions
and after consultations with the trade unions

and employees, favourable separation
packages for 3 600 people were negotiated.

The challenging manpower Issue of equal
employment opportunities was addressed
during the year and the 12 trade unions
representing Escom emplayees were closely
involved in the implementation of policy and
decisions regarding parity issues.

I want to pay tribute to the trade unions
for their cooperation and the understanding
and openness with which they approached
the discussions.

The successful resolution of these
difficult negotiations is particularly gratifying
in the light of the urgent need to address
prablems associated with overcoming South
Africa’s skilled labour shortage.

Performance management

Performance management programmes are
being introduced to encourage and monitor
the upgrading of individual periormance
levels throughout the organisation. A key
component is the acceptance of the need to
maove towards a meritocracy by suitably
encouraging, recognising and rewarding
high performance.

Itis essential for the successiul
implementation of such a programme o
involve all levels of management in
determining policy and fixing objectives and
priorities. To this end, frequent discussions
were held with managers throughout the
organisation and there were monthly
meetings with the lop 40 managers. These
meetings were invaluable and much of the
rapid progress made in reshaping Escom
can be attributed to wide participation by the
management corps.

Communication

Determined efforts were made during the
year to communicate with our external
audiences. The Senior General Manager,
Mr lan McRae, and | had discussions with
many aroups of leading bankers, business-
men, politicians and government officials,
both overseas and in this country.

Senior executives in all departments
maintained regular contact with their
customers and employess.
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A comprehensive internal communication
programme was launched to assist this
process and ensure that employees at all
levels were kept regularly informed of
developments affecting the organisation.

A gratifying consequence of these efforts
has been a better knowledge and under-
standing of Escom’s activities. Internally,
surveys of staff attitudes indicated a dramatic
positive shift towards an understanding and
acceptance of the new management style and
the organisation's key objectives.

Skills

South Africa’s ability to create prosperity is
hamstrung by low productivity which, in
turn, is contributing to our high rate of
inflation. In terms of world markets, we have
become uncompetitive in many fields and
quality has suffered.

The way out of this malaise is to develop
and motivate skilled manpower in a
concerted way. Larger businesses, in
particular, have people wha are achievers,
who have talent, who want to become better
educated and wanl to progress. Every effort
should be made to identify them and
encourage them to develop their talents and
skills to the full, by ensuring that the best
quality education, training and employment
opportunities are available to them.

Furthermore, it is clear that our white
population alone will not be able to meel
our skills requirements and South African
business must urgently accept the need for
a massive and sustained commitment to the
education and training of black entrants to
the workfarce, on the one hand, and the
fraining and upliftment of employees already
in the system, on the other.

As important is the need to substantially
increase the number of black managers who
al present comprise less Lhan 3% of the
management corps. A ten-fold increase
over the next decade is necessary if our
businesses are {o continue to function
efficiently.

Escom has accepted this challenge.

Acknowledgements

The year under review was the first full year
of operation for the new Electricity Council,

Management Board and the restructured
organisation.

|'would like to pay special tribute to
my colleagues on the Electricity Council.
Representing, as they do, all Escom's major
customers, key Government and State
departments they have made an invaluable
contribution in the areas of strategic policy
formulation, guidance and supervision.

In November 1986 the Council was
further strengthened by the appointment
of Professor Christo Viljoen, Dean of the
Facully of Engineering at Stellenbosch
University, and Professor Leon Weyers,
Chairman of the Coordinating Consumer
Council and Dean of the Faculty of Economic
and Business Sciences at the University of
South Africa. The addition of these members
is most welcome.

Escom'’s nine-member Management
Board, which is responsible for the day-to-
day running of the organisation, has been
highly effective and their contribution
towards the successful achievement of
our initial goals needs to be recognised.

Mr lan McRae, a 40-year Escom veteran
who has advanced from the lowest rungs to
the chief execulive office, has played a key
role in ensuring a smooth transition towards
the new dispensalion.

Indeed, the very real achievements of the
last twelve months across such a broad
spectrum of our activities is suificient
testimony to his leadership and the
outstanding teamwork and dedication
of all our people.

I would also like to thank the Minister of
Economic Affairs and Technology, Mr Danie
Steyn, for his very sincere and personal
interest in the affairs and well-being of
Escom and the organisation's customers.
The excellent relationship between the
Minister and Escom, and the cooperation we
receive fram his staff, is a positive factor in
smoothing the path of change.

The future

| have indicated that 1986 was a challenging
year for Escom, but strong financial controls
are beginning to reap positive benefits. Cost-
consciousness has become a watchword
throughout the organisation.

With better planning, improved
management information systems, new
structures and cost-saving programmes we
were able to announce a single tariff increase
of 12% for 1987. Furthermore, we have
indicated that increases of only 10% for each
of the years 1988 and 1989 may be
anticipated, provided the annual inflation rate
does not exceed 15%.

With regard to overseas loans, it is
expected that the debt standstill will
continue and aceess to this source of funds
will remain difficult, except in the context of
project-related finance.

On the local front, Escom is aware that it
cannot make good the loss of foreign funds
by proportionately increasing its offtake
from domestic markets. Thiswould have a
detrimental effect on interest rates. Thus we
have already signalled our intention to limit
capital market borrowings to a maximum of
25% of new prescribed assets requirements.

Additional funds will have to be obfained
from revenue. However, the projected
medium-term growth in electricity demand is
not expected to exceed 5% a year. This is
considerably down from the 7% projections
which appeared reasonable a decade ago
and revenue from this source is nol expected
1o grow in real terms, particularly as we have
committed ourselves to tariff increases below
the inflation rate.

Our priorities for 1987, therefore, will
continug to focus on raising standards of
performance in Escom. Both the
development of our peaple and technical
programmes to enhance plant performance
are expecled to produce further cost savings.

We have set ourselves a huge task in
remoulding Escom. We still have a long way
to go. But | am satisfied that the first lap is
successfully behind us and that we are well
on the road to establishing a professionally
managed, highly motivated, customer-
oriented business.

John Maree
Chairman

9 March 1987
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Leanness, flexibilily, professionalism and customer awareness are some of the key requirements
necessary for Escom to meet the challenges that lie ahead. We are establishing an organisation

which will meet its customers’ needs without placing an undue financial burden on them.??

fan McRae
Senior General Manager
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The volume of electricity sold by Escom in
1986 rose by 4,5% to 117 353 million kW.h.
This growth, although lower than the 5,1%
recorded in 1985, is relatively high when
compared with overseas standards and
occurred despite the sluggish economy,
political uncertainty and a very mild winter.

Revenue in 1986 amounted fo
R5 845 million and was sufficient to cover
the year's expenditure of R5 645 million. The
surplus contributed towards a reduction of
the accumulated deficit to R287 million.

The rate at which costs had been
gscalating during past years was contained
and this achievement is directly attributable
to programmes designed to limit both capilal
expenditure and operating costs. The capital
expenditure budget was cut by more than
R1 000 million for the period 1986 to 1989
by deferring extensions to the transmission
system that are not immediately essential
and delaying the strengthening of the system
where feasible. Madifications to some plant
at power stations, aimed at improving
performance, were shelved and capital
expenditure on buildings and facilities was
deferred or cancelled.

Similar achievements in many other areas
followed our decision in 1985 to move as
quickly as possible to change the organ-
isation into a flexible, efficient business that
would meet the challenges of the new
economic climate in which South Africa
finds itself, while responding dynamically to
the needs of our customers.

1986 saw ihe large-scale implementation
of this programme and by the year end many
of its benefits had already become obvious.

Akey to the success of a very eventful
year was the excellent relationship between
the Electricity Council and the Management
Board. The in-depth strength of the Council,
which represents every aspect of our market,
provided invaluable support for us to move
through a very difficult period of change.

Specifically, | would like to thank the
Chairman, Mr John Maree, for his excep-
tional leadership, untiring efforts and the
major role he has played in cementing close
bonds between the Electricity Council and
the Management Board.

The priorities on which we focused

during the year were identified as the
implementation of Escom’s new Mission,
Strategy and Philosophy: a new organis-
ational structure; limiting expenditure
and improving planning, budgeting,
management informaticn systems,
communication, manpower management,
assets management and supply-side
management.

The new structure

The overriding management issue in 1986
was the restructuring of Escom, with an
emphasis on maximum decentralisation and
delegation of authority and responsibility to
the lowest effective levels. This has led to the
formation of 52 business units, each with ils
Own support services.

The primary aims of the restructuring
were lo achieve greater operational efficiency
and, inview of Escom's size and geographic
dispersion, to establish closer contact with
our customers.

By the end of the year, the management
teams of the strategic business units had all
been established and the process of
decentralisation was fully under way. Most of
the interim measures and advisory teams
which were established to facilitate the
fundamental changes were eliminated by
year end.

The whole middie leve! of the previous
reporting structure within the organisation
was disbanded. Escom now has a flatter
structure, with communication lines to top
management considerably shortened.
Furthermore, communication between
head office and operational levels has been
dramatically improved and the two key line
functions of Generation and Distribution are
now able to focus very much more clearly
on customer requirements and service
problems.

The delegation process is also well under
way - business planning and the preparation
of budgets are being done at strategic
business unit level. This means that
managers are now able to accept full
responsibility for the management of their
units and, with ongoing improvements to
management information systems, control

and reporting throughout Escom is
becoming more effective.

The rapid and efficient implementation of
the mammoth restructuring process was
entirely due to the motivation and commit-
ment found at all levels of the organisation.
While the pace of change inevitably led to a
certain amount of insecurity and uncertainty,
| am confident that in 1987 we will be able to
consolidate the restructuring programme and
reap further benefits from it,

Manpower

The success of any major programme of
this nature depends on the ability of staff to
adapt and support the new structure. I am
extremely pleased that Escom staff have
generally not only adapted well to the new
management approach, but have actively
helped to shape our new direction.
Although the year was dominated, as far
as personnel matters are concerned, by the
reduction in staff numbers, Escom’s equal
opportunity programme was given a major
boost by the appointment of a special fask
force to ensure that our palicy of non-
discrimination and development for all was
carried out at all levels of the organisation.

Closer to the customer

Solid progress was made in getting closer
to our customers and suppliers. Ultimately,
this involves a greater degree of flexibility in
approach to such issues as tariff structures,
quality of supply, plant maintenance and
improved power systems.

A more flexible tariff policy spurred
discussions with various consumer groups
and large customers with a view to
improving efficiency and controlling
production costs, where possible.

The establishment of 61 district
management offices has led to considerably
more interaction between Escom and local
communities.

Our demand-side management
programme has important implications both
for Escom itself and electricity users in
South Africa. The programme underlines
our commitment towards an integrated
marketing approach for our product by
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looking not only at the efficient and cost-
effective supply of electricity, butalso at the
efficient and cost-effective use of electricity.
In other words, demand-side management
looks at “the other side of the meter”.

Long-term energy conservationis a
keystone of this new approach, and suitable
programmes are being developed te educate
customers and encourage them in the wise
and efficient use of electricity.

An opinion survey was undertaken
among all categaries of customers in order
fo identify specific needs and gaps in
Escom’s service. The results confirmed that
there is generally a need for expert advice on
electricity usage and application. We are
gearing the organisation to provide such a
Service.

Every effort is being made to assist
farmers in remote agricultural areas. During
the year more than 16 000 km of rural lines
were built, 40% mare than in 1985, and
8 445 new supply points were provided
in rural areas, an increase of more than 12%.
Research into specific tariff requirements
of low-load or seasanal customers such as
irrigation farmers was undertaken and
proposals will be discussed with customers
during 1987.

Supply-side management

Forecasts indicate a maximum-demand
growth rate within the Escom system of
5% a year until the year 2000. This is
significantly lower than earlier projections
of 7% a year and reflects the impact of the
prolonged economic downturn.

Power stations at present under
construction were planned to accommodate
the expected higher growth rate.

Five coal-fired stations — Tutuka,
Lethabo, Matimba, Kendal and Majuba—and
a pumped-storage scheme at Paimiet are in
various stages of completion. Although
some of these projects could be delayed or
deferred, careful analysis during the course
of the year demonstrated that the advantages
of completing the programme far outweighed
prablems associated with managing surplus
capacity.

Qur primary consideration was that

existing contracts are being financed at
highly favourable rates, while the possibility
of sanctions and increasing difficultias in
raising new foreign loans could not be
ignored.

Projections showed that costs associated
with deferment and later reinstatement of the
programme, or penalties attached to
cancellations, would ultimately place a major
financial burden on Escom. Mareover, at
present growth rates, all the planned capacity
will be fully utilised within ten years.

Having taken the decision to continue,
we are faced with the task of managing the
temporary excess capacity and minimising
costs. Consequently, a comprehensive
supply-side management programme has
been launched: newer and more efficient
power stations are running at near full
capacity while operations at older and more
expensive stations are being reduced. Some
of the plant in these less efficient stations
will be placed in reserve storage, which
means that they will be kept in working
candition by a small staff complement for re-
introduction to the system when required.

Containing costs

The coal mining industry must be
congratulated on maintaining a low price
level. Coal is Escom's primary energy
source and efforts of callieries to improve
efficiencies and contain labour costs as far
as possible have had a direct impact on our
pricing strategies.

By virtue of its size Escom has a
significant impact on the country's
infrastructure and resources, and particular
attention has been given to a reduction in
water consumption. Matimba and Kendal,
the new dry-cooled stations, will contribute
further to these savings. Matimba will begin
generation in 1987.

Plant availability has improved
substantially and reached 78,5% in 1988,
exceeding our target of 77% two years ahead
of schedule. Qur surplus capacity will further
enhance availability and allow for better
maintenance programmes.

Materials management has also been
improved and there has been a noticeable
reduction in stock levels.

Management changes

Mr F.J.W. Barnard, General Manager of the
Resources Services Group, retired at the end
of 1986. On behalf of the Management
Board, [ would like to thank him for his
contribution over many years to Escom.

The Resources Group was subsequently
restructured into the Human Resources
Group with Dr G.F. Lindeque, formerly
Personnel Manager, as its General Manager,

Outlook

The outlook for the immediate and longer
term future is very encouraging. For the first
time we have indicated expecied tariff

levels three years in advance. Only excessive
increases in the rate of inflation and interest
rates are likely to prevent us from meeting
our tariff projections.

While Escom is reasonably self-sufficient
inall the technical areas of power generation
and transmission, embargoes could limit
imporls of plant and components. In view of
this we will continue to encourage local
manufacture wherever economically feasible.

With a GDP growth rate of 1% in 1986,
the 4,5% growth in the volume of electricity
sales [ast year is in line with the long-term
trend in the relationship between growth
rates in the national economy and demand
forelectrical energy. Since the 1950s the
annual growth rate in electrical energy has
fluctuated between 3% and 4% above the
GDP rate.

We are in a strong position to meet future
growth. Leanness, flexibility, profession-
alismand customer awareness are some of
the key requirements necessary for Escom to
meet the challenges that lie ahead. We are
establishing an organisation which will meet
its customers’ electricity needs without
placing an undue financial burden on them.

o

lan McRage
Senior General Manager

9 March 1987
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I
ﬁe Distribution Group Is the direct link between Escom and its customers. Qur rofe is to satisfy
their electricity needs in the most cost-effective way, which will contribute towards enhancing the
quality of life in Southern Africa.”?

- Lpod Rothman (60)
Assistant Senior General Manager, and Head of the Distribution Group during the year under review.
PrEng., BSc., BSc. (Eng.) (US). Joined Fscom in 1955 and appointed to Management Board in 1985.

“
V%are building bridges between Escom and its customers. Closer liaison has shown the need
for revised tariffs and programmes which encourage savings through the efficient use of electricity,
and these are now being developed in consultation with customer bodies.?’

- Randoiph Forbes (54)
General Manager, Power Marketing and Distribution Services
Pr.Eng., BSc. (Eng.) (RAND), MBL (SA). Joined Escom in 1948 and appainted (o the Management Board in 1985
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Electricity sales

Electricity sales increased by 4,5% in
1986 to 117 353 million kW.h. This growth
is lower than the 5,1% recorded in 1985
which provided sales of 112 306 million
kW.h. The secand half of the year saw a
significant slow-down in the growth rate,
partly as a result of capacity constraints in
the export-oriented industrial sector. This
decline was offset to an extent by promotion
of sales to the large self-generating
municipalities.

As can be seen in the table, all cat-
egories except traction showed positive
growth during the year.

Tariffs

There were two tariff increases in 1986,

an average increase of 10% in January and
10% in July. This resulted in an average
electricity price of 4,98 ¢/kW.h, compared
with 4,12 c/kW.h in 1985.

The national uniform fariff structure was
implemented in 1986, eliminating most of
the regional price differences. Only a small
transmission surcharge is still levied in
areas remote from the main generating areas
to recover transmission losses.

Relatively high annual tariff increases in
1985 and 1986 were necessary to bring the
price of electricity to the level required fora
sound financial structure. Escom has given
an undertaking that future tariff increases will
be below the ruling rate of inflation. The
increase of 12% announced for 1987, and
effective from January, is well below the
expected inflation rate for the year.

The off-peak fariff introduced in 1986
has received general acceptance by large
industrial and mining customers. The tariff
has enabled these large energy-intensive
customers to reduce their electricily costs
and has also enabled Escom to make more
efficient use of its base-load power stations.
Farm supplies
Number of supply pointsat 31 December

25 include supplies to agriculiural and smallholdings which are
primaily used for farming purposes

Increase yearly

1985~ ncrease

1986 1982-

1986 1985 1984 1983 1982 1981 % 1986 %
TBE0G FO364 65018 LU0 53467 49238 120 99

Customer services

A major market research project undertaken
in 1986 indicated that many Escom cus-
tomers have a need for expert advice on
electricity usage and application. We will
be providing this service in future.

Closer contact with customers and
customer groups has led to the identifi-
cation of the need for a tariff which will allow
customers to effect savings through the wise
and efficient use of electricity, As a result, a
new domestic tariif will be implemented in
1987, following discussions with various
consumer bodies.

The unigue requirements of customers
with intermitient or seascnal usage were also
studied, particularly the tariff conditions for
low-load-factor customers, such as irrigation
farmers. Proposals will be discussed with
relevant customer groups early in 1987,

Regional and district managers were in
the forefront of the drive to increase Escom’s
visibilily and presence in the communities
they serve. These managers met with local
customers and community leaders during
the year and the response has been most
favourable, particularly in towns where new
district headquarters were establishad. All
regions have become members of the local
Chambers of Industry.

Quality of supply

In 1986, generation capacity was adequate
to meet the country's electricity needs.
However, on three occasions, compared with
one in 1985, temporary loss of generating
plant caused underfrequency conditions
which led to voluntary load shedding by
customers. No mandatory underfrequency
shedding (at 48,8 Hz) occurred in 1986, as
compared with one in 1985.

The quality of supply of the main distri-
bution network was generally good. The
major factors adversely affecting the system
were severe storms, sugar cane fires in the
vicinity of power lines, pollution mainly
in coastal areas and circuits taken out of
service for maintenance. Where possible,
action is being taken to minimise outages in
the future.

The average supply availability for 1986
was 99,97%.

Distribution system

The distribution system generally covers
circuits operating at voltages from 132 kV
down to 33 kV. Despite the downturn in the
economy an additional 759 km of line were
constructed during the year, mainly to
reinforce existing networks in preparation
for future customer needs. The operation and
maintenance of the system is carried out by
regional personnel in the 61 districts located
throughout the country. The development of
more sophisticated maintenance systems,
including the live-line technigue, has
contributed to batter continuity of supply and
service to customers.

Rural electrification

The rural electrification programme was
further accelerated in 1986. In all,

16 000 kilometres of line operating at

22 kV and below were constructed, some
40% more than in 1985. Due to revised
designs, costs per km of line constructed
have shown a marginal decrease in the
latter part of 1986. This augurs well for the
future.

There was a general impraovement in rural
network performance after the introduction of
more sophisticated sectionalising davices
coupled with pre-storm maintenance. Since
maost of the electrical networks are situated in
high lightning/storm frequency areas, the
effort has been rewarding.

Other methods to reduce outages, such
as live-fapping techniques, the use of radio-
controlled supervisory/operating equipment
and a computerised lightning plotter which
gives early warning for threatened geo-
graphical areas, have proved most useful.

Energy efficiency and demand-
side management

Itis part of our strategy to develop
programmes ta extend advice on energy
usage to all electricity end users through
cooperation with other suppliers, including
municipalities and manufacturers.
Considerable assistance was obtained from
overseas utilities on the marketing of
demand-side programmes and the training
of staff to provide customers with advice on
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energy saving technologies and practices. Supply agreements Sales to utilities in Southern
Thlsoserwfcg]ww btemtroduceﬁm;gfi?. | Negolaons i e large sf-generting Africa, 1986

il bne”(]) 8 lrsﬁas?_ects 10 ?aT tr PTS_Ste municipalities on the allocation of - _ Gwn MW
;"" o A e morfhe bk fe BCUCIY ON - o hstantial capacity from Escom were Becor (Bophulhalswana) 17735 290
o it aryy | conducted during 186, These munici- Pry——— P
arms aré pumping, Cooting, fying and palities will consume significantly more — =— =
environmental control. Often a combination EDM (Mozambique) - 3038 57

y S Escom power during 1987 than they did in
of energy carriers is used for these activities  4ggs LEC (Lesotho) 1366 97

and our programme would be aimed at Mutual assistance and cooperation SEB (Swaziland) 2770 45
identifying the most cost-effective ones :

applicable in a particular situation.

agreements between a number of neighbour- 5o ek owanamibia) 1 s
ing utilities, independent slates and Escom e

We hgve undertaken to‘s‘upportal . were signed during the year. We intend Tesoor (Transkei) - 84,8 16
COWPE““O” fprgnergy-efﬂmemdesugﬂ i developing this type of agreement with the ZESA (Zimbabwe) 156 3
buildings. This is part of a long-term utilities in each of aur neighbouring I -
strategy to reduce wastage and encourage states.
wise and efficient use of electricity. Buildings
are significant consumers of electricity and
good design can achieve considerable
savings, both for customers and Escom.

Sales of electricity to categories of customers Average

Million kW.h Increase yearly Average price
Number ol 1985-1986  increase cents/kW.h sold

Category custorners 1986 1985 1984 1983 1982 1981 % 1982-1986 % 1985 1986

Bulk sales’ 535 40570 37 568 35541 32729 32349 29961 8.0 6.3 4127 4874

Domeslic? 137 796 1252 1203 1144 1078 1020 1002 41 46 7,521 9,172

Industrial 108 261 39170 38123 36118 32286 30959 31091 a7 47 4112 5,028

Mining 541 31860 30825 29508 28021 27372 27131 34 33 3,795 4,716

Traction 46 4501 4 587 4595 4137 4436 4659 (1,9) 0.7 5,368 6,236

Total 247179 117 353 112306 106 904 98 251 96 136 93 844 45 46 4.118 4,981

%leﬂes salesto mun;cﬁmsand neightiouring countries. - - o o - - - B

2 |ncludes streel lighting, Escom supplies a relatively small number of domestic custamers directly, most households are supplied by local authorilies.

Sales by category, 1986 Total electricity sales, from 1977 Sales growth by category, from 1950

GW.h (000) GW.h (000) GW.h (000)

4 120

42 /

35

2 Z/.-‘
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15 100

0 Industrial ~ Mining Traction 0 77 78 79 B0 8182 83 84 85 86 0 50 5 60 6 70 75 B0 86
Sales category years years

Industrial Bulk Traction Mining




ESCOM DISTRIBUTION REGIONS

7h—e distribution structure consists of 12 regions grouped into three distribution divisions.
The 12 distribution regions have been divided inlo 67 districts. Each District Manager is responsible
forensuring that the efectricily needs of his customers are met in the most cost-effective way, with
the emphasis on customer service.

Regions

1. Central Transvaal 7. Western Natal

2. Southern Transvaal 8. Orange Free State
3. Eastern Transvaal 9. Southern Cape
4. North Eastern Transvaal 10. Eastern Cape

5. Western Transvaal 11. Western Cape

6. Eastern Natal 12. Northern Cape
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GENERATION GROUP

11
G eneration is at the core of Escom’s activities. Although ours is essentially a technological and
capilal-intensive business, we recognise the importance of the contributions of all our people and
we continually strive to promote their development and improve their performance.??

Herman Edeling (61)
General Manager, Generalion
Pr.Eng., BSc. (Eng. )(RAND). Joined £scom in 1968 and appointed ta the Management Board in 1986,

I3
Careful fine-tuning is necessary to produce the right balance between supply and demand.
A well-planned and well-run interconnected transmission system and support groups unify
and coordinate the vast orchestra of power stations lo meet the eleciricily needs of customers.”?

Bussie Els (58)
General Manager, Operations
Pr. Eng., BSc. (Eng.)(US), BSc. (Hons.)(SA), GDE (RAND}. Joined Escom in 1953 and appointed to the Management Board in 1985,
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Plant performance

The average availability of Escom's
generating plant reached 78,5% for the first
time since the mid-1970s. Availabilily had
been declining since the introduction of the
large 500 MW and 600 MW sets because of
the initial poor performance of these units.
A comprehensive programme was
launched to improve availability and the
results are now being felt. The 23 large
(500 MW to 600 MW) coal-fired generating
units, which constitute almost half of
Escom’s total installed capacity, achieved
a combined average annual availability

Water consumption
M in000's

0 7576 77 7879 80 81 82 83 84 85 86
years

Thermal efficiency

years

Plant availability

%

100

L

79 80 81 82 83 84 85
years

Sent-out capacity
MW in000's

ulll

7576 77 78 79 80 81 82 83 84 85 86
years
of 79,0%; the highest availability, 86,5%,
occurred at Tutuka.

Compared with a Waorld Energy Con-
ference availability of 78,0% for large units,
Escom’s plant performance now ranks
among the best in the werld, even though we
burn coal of an extremely poor quality with
an average heat content of 21 MJ/kg and
very adverse grinding and slagging
properties. The overall thermal efficiency
of our coal-fired stations was 32 9%,
compared with 32% in 1985.

One 600 MW unit at Matla power station
ran arecord 181 days non-stop during the
first half of 1986. Five power stations —
Arnot, Hendrina, Kriel, Matla and Duvha —

have now joined the “10 000 Club” by
producing more than 10 000 GW.h per year.
Two stations — Duvha and Matla— have so
far passed the 20 000 GW.h mark.

Matla and Tutuka tied for top honours
as the stations with the highest overall
performance rating, which takes into account
availability, reliability, efficiency and
performance over the critical peak. Hendrina
won the performance merit award for stations
with smaller units.

Koeberg nuclear power station achieved
an available plant load factor of 90,4%. It
performed extremely well during 1986, its
first year of full operation which included a
refuelling operation on Reactar 1.

The Generation Group employs about half
of Escom’s employees and has built up an
excellent labour relations record. In spite of
countrywide labour unrest and large-scale
stay-aways on some critical days in 1986,
turnout of staff was so good that supply of
power was never in jeopardy.

Escom’s reserve-storage programme,
brought about by the slowdown in the
electricity demand growth rate, is aimed at
preserving older, less efficient plant during
a long period of inactivity and reducing
the cost of operating and maintaining these
stations to the absolute minimum. This
has resulted in an initial saving of about
R50 million in 1986 and continued savings
of this magnitude are expected in future
years.

In March 1986 Klip power station was
decommissioned after 50 years’ aperation.
The station will be dismantled with due
regard to the safe removal of the large
amounts of ashestos present in the plant.

Escom has an inslalled capacity of
28 086 MW, with an assigned sent-out
rating of 26 682 MW. In 1986, power
stations sentout 126 511 GW.h of electricity
while only 255 GW.h (less than 0,2%) was
imported from other sources. No power has
been received from Cahora Bassa since
February 1985.

Of the total energy sent out, the
Drakensberg pumped-storage scheme
absorbed about 2 980 GW.h. An estimated
438 million cubic metres of water was
pumped into Sterkfontein Dam on behalf
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of the Department of Environmental Affairs.
. The net amount of energy sent out by
Escom was 3,8% more than in 1985, but
lower than the 4,7% growth recorded in
that year. Although growth rates have been
declining since the beginning of 1983, they
appear to be bottoming out. Nevertheless,
the pattern remains very volatile and no
steady long-term trend has emerged.

Coal-fired generation contributed 90%
of the total energy sent out on the Escom
system, followed by nuclear power with a
contribution of 6,9%. Generation from the
Orange River hydro power slations and gas
turbines made up the rest.

The one-hour maximum supplied
demand on the interconnected Escom
system was 18 278 MW, 2,4% more than
in 1985.

Coal and water

During the year, Escom power stations used
59,0 million tons of coal, compared with
59 5 million tons in 1985. This slowdawn
flows from a greater use of the larger, more
efficient power stations. We reduced the
output of tied collieries associated with the
smaller, less efficient stations.

Despite these difficulties, the high
inflation rate, adverse exchange rates and
labour problems at mines, the tied collieries
performed extremely well. The cost of coal
burnt increased by 12%, from R13,25 per
ton in 1985 to R14,87. During the same
period, the production price index rose by
about 20%.

The quality of raw waler has become

has increased greatly. As a result, the
concept of totally closed water circuils
assumes even greater significance.

Maintenance
All maintenance planned for 1986 was
carried out because reserve margins were

was necessary ta cope with unscheduled
outages.

more important because the cost of treatment

adequate. However, considerable replanning

Our maintenance strategy is increasingly

being geared to a condition-based, rather
than time-based, approach. This should
bring benefits in terms of better performance,
lower maintenance costs and lower
manpower requirements.

Outlook

In the coming year, the emphasis will be on
improved performance, increased pro-
ductivity and the effective management of
excess generating capacity brought about
by the slowdown in growth rates. Training
needs will also be addressed o ensure that
the perceived skills shortages are dealt with
through maximum utilisation of existing
potential.

Structure

Since its formation on 1 January 1986, the
Generation Group has matured rapidly and
its structure reflects business orientation
with new strengths particularly in the
financial, manpower and commercial areas.
There is great emphasis on decentralising
as many functions as possible to the 23
strategic business units, which comprise
27 power stations and three large townships.
These, in turn, make up four divisions, each
headed by a divisional manager.

The main support for the Group is
provided by Operations and Generation
Services. These consist of generation and
transmission planning, the interconnected
system, generation maintenance, fuel and
water and generation services.




ENGINEERING GROUP

11
Engineen’ng s contribution is the provision of major plant and the enhancement of specialist
knowledge and skills that will keep Escom at the forefront of rapidly developing technologies so that
electricity users reap the benefits of continuous improvements in reliability and availabilily. *?

Ed Raiph (58)
General Manager, Engineering
Pr. Eng., BSc. (Eng.) (Natal). Joined Escom in 1955 and appointed to the Management Board in 1985,
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Expansion programme

The sharply reduced demand for electricity in
the Republic and the difficulties the country
has encountered in the international political
and economic environments have meant that
project programmes now have to be as
flexible as possible to meel sudden sharp
fluctuations in the growth of energy demand.
The Engineering Group will have to deal with
a dsclining project work load over a fairly
long period of time.

Maximum management involvement
is necessary to rationalise manpower
requirements and, at the same time,
continuously improve the competence of
staff to cater for Escom’s long-term needs.

The pressure to reduce capital expendi-
ture has placed a heavy burden on the
design divisions, which face the difficult
task of reducing costs without jeopardising
reliability and availability. Considerable
skill is required to meet the objectives of
optimised designs for providing maximum
availahility with minimum cost. To this end,
the Power Station System Engineering
(Optimisation Division was established in
1986. The Division has been integrating all
cosl-reduction exercises for projects under
construction, and will continue to support
power stalion performance enhancement
projects on existing operating plant.

While Escom is quite self-sufficient in all
the technical aspects of power generation
and transmission, embargoes could limit
imports of plant and components. In view
of this, we encourage local manufacture
wherever economically viable, particularly
in the field of electronics.

Projects

Five coal-fired power stations are at various
stages of completion. They are Tutuka
(Standerton), Lethabo (Vereeniging), Kendal
(Witbank), Matimba (Ellisras) and Majuba
(Volksrust). A pumped-storage scheme is
under construction at Palmiet (Grabouw).

Tutuka - Set 3 of the eventual total of six
was commissioned in September 1986.

The fourth set will be commissioned in June
1987, and the fifth and sixth sets in
December 1988 and 1990 respectively.

20

Power stations
under construction

% of construction completed
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80
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Since November 1986, Set 1 has been
undergoing its guarantee inspection. The
projectis 75% complete, with total cost
from inception to end December 1986
approximately R2 900 million.

Lethabo - Good pragress was made during
the year and the station is now 68% com-
plete. Set 2 went into service in July 1986
and Set 3 has been maintained on pro-
gramme for completion in March 1987

The main concrete structure for all six boiler
houses was completed during the year as
projected in the original programme.

Majuba - The main civil works are
expected to commence in April 1987. Certain
portions of the boiler and turbines were
manufaciured earlier than the present
programme demands and these will be
stored. Building up of the resources, after
the deferment, is progressing with a view to
meeting the commissioning date for Unit 1
in 1991,

Matimba - This is Escom’s and the world's
largest direct dry-caoled power station and
Set 1 will go into commercial operation in
the second quarter of 1987. The project is
48% complete with capital expenditure to

31 December 1986 being R1 980 million.

Kendal - This is the world's largest indirect
dry-cooled power station and Set 1 should
go into commercial operation by June 1988.

The project is 18,5% complele with
approximately R1 300 million spent since
inception. In the latter part of 1986, the coal
stockyard was commissioned and the first
coal was transferred from Khutala mine.

Palmiet — The civil work is proceeding as
scheduled and the two machine shafts have
been handed over to the pump/turbine
contractor who has commenced machine
erection.

The watering-up date for the scheme is
1 September 1987 with the commissioning
of Set 1 complete before the end of the year.
Set 2 will be commissioned early in 1988.

Technical advances

During 1986 there were several significant
engineering developments. The advanced
power generation technology applied during
the year at Lethabo reinfarced Escom's
reputation as a world leader in the field. The
coal is of unusually low quality having an
average calorific value of only 16 MJ/kg.

Lethabo power station therefore rep-
resents a major step in the use of low-quality
coal which elsewhere in the world is used
only in fluidised bed boilers. Experience
gained at this station with 42% ash coal, will
eventually have en enormous effect on the
exploitation of South Africa's indigenous
energy resources.

The standard size of generation set used
by Escom is in the 600 MW range. Studies
have indicated that the use of larger sets —
900 MW or greater — would have no benefits
in economy of scale in the South African
context, particularly if one takes into account
the standard “six-pack” station arrangement,
the logistics of dealing with low-quality coal
and the disposal of larger amounts of ash.

Amajor effort has resulted in higher
availability, smoother running and greater
efficiency from the 10 MW drives for the
Matimba feed pumps. The process control
engineering systems introduced at Matimba
are a milestone in the development of power
slation control systems using micro-
processor-based technology. The Matimba
generators' unique features contribute to a
better dynamic performance of the turbo-
generator.
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The first of two 765 kV transmission
lines, 420 km long, between Tutuka power
station, near Standerton, and Dealesville,
midway between Bloemfontein and
Kimberley, was completed during the year
and will be commissioned, together with the
second line and the 765/400 kV terminal
substations, by mid 1987,

In 1986, the Engineering Group also
undertook work of an essential nature for,
and with, external organisations. As a sequel
to the 1983 drought, there was cooperation
with the Department of Water Affairs in
reassessing the water yield and associated
assurance of water supply to our thermal
power stations in the Eastern Transvaal.

In addition, work was also undertaken in
designing the emergency water supply
scheme to transfer water from the Vaal

Dam to the Grootdraai Dam, near Standerton,

over a distance of 208 km.

The Engineering Investigations Division
is providing an increasingly important
service. Highlights of 1986 include the
determination of the residual life of super-
heater outlet headers with the concomitant
saving of several million rands in replace-
ment costs. In addition, the results of a
three-year project to enhance the per-
formance of electrostatic precipitators were
presented al the International Symposium on
Air Pollution held in New Orleans, USA. This
presentation further confirmed Escom's
international reputation for technical
excellence.

Structure

The responsibilities of the Group centre
mainly on the design, construction and
equipping of our power stations, the main
transmission system and related projects.
During 1986, the Group was restructured
to support Escom's business approach. The
key changes were:
e rationalised Group modus operandi,
decentralised support activities, establish-
ment of the Engineering Finance and
Engineering Manpower Divisions, and
strengthened group planning and group
communication functions in the
Engineering Services Division;

e establishment of three line functions,
each of which has technical and/or project
management units grouped for optimal
efficiency.

The incarporation of the project buying
division into the Power Station Projects
Department was further extended to the
establishment of a project buying team, and
the appointment of an accountant in each of
the larger projects. This has resulted in a
maore efficient buying process and greatly
improved contract handling.

In accordance with the drive for better
control over capital expendilure, an inte-
grated project management package has
been chosen and converted for use on the
Escom mainframe computer.




- —

FINANCE GROUP

111
E scom has adjusted to the changed financial conditions arising primarily from the introduction
of the debt standstill. Buaget cuts have been implemented and borrowings reduced. We believe
that our requirements of the South African financial markels will not have an adverse effect on
inierest rates.??

Larry Harper (37)
General Manager, Finance
BCom. (RAND), BCom. (Hons.) (SA), MBA (Alatama-Birmingham). First joinsd Escom in 1973 and appointed to the Managemen! Board in 1985

22
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Highlights

Escom's financial wellbeing was
strengthenad in 1986 by improved internal
financing, brought about by considerable
savings in operating costs, the post-
ponement of capilal projects and higher
revenue. Borrowings were subslantially
reduced and the demand for local capital
and money market financing was cut Lo less
than half the 1985 figure.

Liability management was improved
leading to further increases in favourable
borrowing cost variances from budget.
There was a major drive to enhance financial
control and reporting throughout the
organisation. Steps, such as the imple-
mentation of improved planning and
budgeting procedures and the appointment
of additional financial staff, assisted in
making Escom more efficient and cost
effective.

Other functions of the Group to receive
special attention during 1986 included a new
accounting system, a proactive management
approach, more self-insurance, a new risk-
management philosophy, and the prival-
isation of the personnel insurance and
home ownership schemes.

Operating surplus

Revenue from electricity sales exceeded
charges to the income statement by
R200 millionin 1986.

The accumulated deficit of R380 million
brought forward from 1985 and adjusted
upwards to R487 million following account-
ing procedure changes (see ltem 13 of
the Notes to the Financial Statements on
page 44), was reduced and an accumulated
deficit of R287 million has been carried
forward to 1987. The Reserve Fund, which
is used for upgrading plant, exceptional
repairs or emergencies and self-insurance,
was strengthened by a contribution of
R120 million. Along with interest earned
of R64 million, it now has a balance of
R479 million, representing 2,4% of total
fixed assets in commercial operation.

Revenue

Electricity sales totalled R5 845 million

and were R1 220 million or 26% more than
the previous year. This increase was due

to both a higher volume of sales, neiting
R208 million, and increases in the electricity
fariff, which produced additional revenue

of R1 012 million. These figures compare
favourably with the forecasts made in the
1985 Annual Report and were necessary o
meet charges and required internal financing
levels.

Charges against revenue

Total charges against revenue rose by
R1 048 million as compared with 1985,
mainly as a result of the increase in loan
charges. Operating expenditure increased
by 15% to R2 465 million. After taking into
account the growth in sales, the unit cost
increase of 10% was well within the rate of
inflation as measured by the production
price index. This was achieved through a
disciplined and comprehensive programme
of cost control throughout the organisation.
Although total interest and finance costs
increased by 10% to R3 475 million, loan
charges against revenue rose by 33%. This
was less than budgeted, mainly duetoa
marked reduction in short-term borrowing
rates and a liability management programme.
Large amounts, in all R3 689 million,
were transferred to capital in commercial
operation, which increases the charges
against revenue, but reduces interest
capitalisation. Interest capitalised was
reduced to R935 million from R1 235 million
in 1985, mainly as a result of these transfers.

Capital expenditure

Net expenditure on fixed assets was

R3 770 million in 1986, R987 million down
from the figure for 1985. This increased
Escom's investment in fixed assets to

R27 633 million. Qur curtailed expansion
programme has had a marked effect on
capital expenditure and will result in a
continued decline in the level of capital
expenditure in real terms until further
pawer station projects are committed.

Financing from own resources

In 1986, Escom financed 32% of its tofal
funding from internal sources, a level which
became necessary in the light of South
Africa’s international debt standstill
arrangement. In reducing expenditure and
increasing internal financing, Escom
remaved pressure from local financial
markets and contributed to the decline

in domestic interest rates.

A major contributor to the increase of
internally generated funds was the change
of R700 million in forward cover and
exchange adjusiments. Foreign exchange
swap transactions yielded a cash inflow of
R931 million which, in accounting terms,
is reflected as an internal source of funds.

Borrowings

At the beginning of the year there was
considerable uncertainty concerning
Escom's ability to raise sufficient funds

to finance its ongoing capital development
programme.

Because of the debt standstill arrange-
ments with foreign creditors, we did not
expect Lo receive any new funds from abroad,
apart from import-financing facilities.

On the local market, expectations of
substantial increases in public sector
borrowing tended to push interest rates to
record levels on the assumption thal the
demand for capital would exceed supply.
However, by the second quarter of the year,
increased borrowings did not materialise
and favourable developments in the
economy led to better liquidily and interest
rates fell.

Asaresult, and in line with our funding
requirement, Escom successfully raised
R2 120 million from local and foreign
sources in 1986. Local sources provided
R1 749 million, while the balance of
R371 million came from import-financing
facilities. In addition, R931 million from
swap transactions on the foreign exchange
market contributed greatly to Escom'’s
improved liquidity. We could, therefore,
borrow less from traditional sources than
was originally projected. The use of project-
related and bankers acceptance facilities
pravided R764 million, which was sub-
stantially less than projected.
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FINANCE GROUP

continued
Breakdown of borrowings The main focus of the Funding Depart-
on cash proceeds basis ment in 1986 was to improve the manage-
(in Rand million) ment of Escom's foreign currency commit-
ments. The Foreign Exchange Division was
1986 1985 exganded. a dealing desg and comm_uqi-
cation system was established and visits (o
Local financial markets many local and foreign bankers were under-
Primary capital market 217 260 taken to establish relationships with dealing
Secondary capital markel 708 1646 room personnel and to formalise dealing
Net Project-relaled facilities 764 1745 procedures. A computer system was
Total, local financial markets 1749 3651  developed lo process dealing dalaand
— . produce management information.
Foreign financial markets
Loans raised Nil 922
Import-financing facilities 37 336 gll:l—mk " _ _
Tolal foreign financial markets 311 1258 ef;ensgi‘f'ur:gspfggrgsnnriggm (?gr?l'itr?:m
Total arranged, local and foreign markets 2120 4909  during 1987 and beyond. This will enable
Less net loan repayments 848 1588  Escom to maintain internal financing levels
Netamount raised 1972 3301 without putting pressure on electricity
prices. Current price levels will be sufficient
to meel our financing goals in 1987 and
Local capital market Foreign market price increases in 1988 and 1989 will be

During the year Escom raised R277 million
from two new issues on the primary capilal
market. Activities on the secondary capital
market continued at a high level and loal
lurnover exceeded R14 000 million in
nominal terms. Net cash sales on the
secondary market were R708 million,
which was substantially lower than the

R1 646 million raised in 1985, The

R985 million raised on the local primary
and secondary capital market was almost
half the amount obtained in 1985.

Through its secondary markel operations,
Escom continued to provide the investment
community with the facility to manage their
invesiment portiolios effectively. In line with
our objective to increase the marketability
of our stock, a local option market in fixed
interest rate instruments was opened. It
is expected that the capital market will be
affected during 1987 by a change in the
basis of prescribed asset valuation and the
possible scaling down of prescribed assel
requirements of insurance companies and
pension funds.
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As a result of the debt standstill, activity

in the foreign loan market was limited. The
use of imporl-financing facilities was as
originally projected and helped to finance
the import component of projects.

The main objective of the debt standstill,
namely that South Africa’s borrowing aclivi-
ties should return to normality as soon as
possible, was not realised because many
overseas bankers adopted a “wait-and-see”
altitude.

Escom executives undertook several
visits overseas during 1986. Regular contact
with foreign bankers is considered necessary
in order fo maintain lines of communication
and to keep abreast of new developments.
Three newsletters were sent to overseas
organisations during the year to keep them
informed of developments in South Africa
in general and Escom in particular.

Foreign exchange

The weakening of the US dollar against

the major currencies during 1986 resulted in
a positive swap cash flow of R931 million
on the rollover of forward exchange con-
fracts covering long-term loan finance
commitments.

below the inflation rate,

The borrowing programme for 1987
is well within the capacity of the financial
markets, without pressure being placed on
interest rates. Funding projections provide
for some R2 200 million to be obiained from
the domestic financial markets during 1987,
which is less than two-thirds of the financing
obtained from the same source in 1985.

Financial management remains in the
spotlight al Escom and we will increase our
efforts to develop a strong and active team
lo meet the challenge of minimising financial
cosls and satisfying the ever increasing
electricity demand.

Cash resources, insurance, foreign
exchange and loan facilities will be managed
aggressively, while information systems,
planning and accounting will be improved
to serve management betler. A change in
legislation is expected during the year which
will enable Escom lo report its 1987 financial
results in business accounting terms.




FINANGCE GROUP

continued
Source of funds Application of funds Expenditure as a percentage of costs
% % %
60 70 60

50

D 85 8 B85 #6

YEars

85 86

[T Funds generated internally
- Loans and extended credit
I 1! sale of Escom stock
I other

85 86

50

0 8 86 85 86 85 86

years years
- Expenditure on fixed assets - Operating expenditure
B Repayment of loans and extanded credit I Loan charges
B ot I Convribution to Reserve Fund and surplus

Type of debt
%

(i
5
4
3
2
1

L
0
0
0
0
0
0 8 86 85 86 85 86
years

[ cocal and foreign loans
I Revolving oredits and short-term advances
I rort financing and extended credit facilities
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RESOURCES SERVICES GROUP

I

H uman resources are our most important asset. The new challenges facing Escom require the

highest possible performance from our peaple. Management is committed to helping employees in
every way to meet the goal of running an excellent organisation. 77

Frans Bamard (58)
General Manager, Resources Seivices
PrEng., 85c. (Eng.) (US), MBL (SA). Joined Escor:: in 1960 and appointed ta Managemen! Board in 1985, Reticed at the end of 1986
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RESOURCES SERVICES GROUP

continued

Personnel

Towards the end of 1985 the objective was
set to reduce staff numbers from 66 000

to 60 000 by the end of 1986. Asa result,
no new appointments were made except in
exceptional circumstances. An early-
retirement package was also implemented.
At the end of 1986, the total staff comple-
ment was 60 800, in spite of a slowdown in
natural attrition, especially in the unskilled
employee categories.

The decision to put a number of power
stations in reserve storage, a downturn in
other activities, as well as the reorganisation
of Escom, led to a number of employees
becoming redundant. A favourable
separation package was agreed to after
negotiations with the trade unions con-
cerned, and about 3 600 employees had
left Escom’s service by the end of January
1987, of whom more than 2 000 were
voluntary. This brought the staff complement
fo just under 58 000, at which level it is
expected to stabilise.

In 1986, a number of objectives were
formulated in line with Escom’s declared
policy of squal opportunities for all
employeas. During the year an additional
1 000 employees were put on the unified
salary scales. Escom's home ownership
scheme, which has been open to all races
for some years, was extended to employees
in the low-income group.

A new merit and pay-for-performance
system was implemented for salaried staff.
Employees are now committing themselves
{o achieving goals they themselves set in
conjunction with their superiors, and their
performance is measured accordingly.

Atask force was appointed to investigate
all aspects of employee training. Particular
attention was given {o customer service
and conlact. During the year, the Training
and Development Department moved to the
Escom college at Midrand. At the end
of 1986, 950 apprentices and 632 pupil
fechnicians were in training, and there
were 558 Escom bursars.

Data processing

During 1986, an integrated data processing
plan for Escom was put into operation. In the
past, 26 compulterised systems operated on
10 decentralised sites. These systems are
now heing converted for central processing.
The overall objective is to improve the avail-
ability of operating information, facilitate
control and consolidate management infor-
mation to decentralised business units to
the level determined by line management.
The conversion process should be
completed by July 1987.

Safety assurance

The lowest fatality rate to date was achieved
by Escom in 1986. The injury rate was main-
tained at the very low figure of 2,2 disabling
injuries per million manhours, cempared
with the all-industry average of 8,6.

The occupational hygiene programme
concentrated on the control of standards
achieved and received considerable praise
from the Department of Manpower.

Productivity services

Business planning facilitation was provided
to all strategic business units. Performance
management processes were initiated,
starting with the top 150 managers. The
job-output modelling process was in-
troduced to identify clear objactives

and accountabilities, and for reviewing
performance.

Employee participation using productivity
and quality circles was consolidated and
management teams initiated. Pilot areas for
measuring productivity, using the REALST
model and the Objective Matrix from the
National Productivity Institute, were
exlended.

Commercial services

An efficient bulk buying service was eslab-
lished for strategic business units and 25
bulk orders were placed.

The development of an integrated
materials management process to limit
stocks and ta improve the quality of service,
is progressing well.

Organisation and husiness
analysis

The Organisation and Business Analysis
Department renders a staff support service to
line management to help them optimise the
use of their resources by way of organis-
ation planning and job evaluation, business
analysis and industrial engineering services.
Organisational structures and position
descriptions for all senior and middle
management positions were finalised in
1986 to help with the major reorganisation
of Escom. The department also provided
support and leadership to projects such
as the integrated materials management
process and the development and implemen-
fation of administrative systems for the
management and operation of Escom’s
townships. It is already evident that this
project, though in the initial stages, will
bring about considerable cost savings.

Reorganisation of the Group

The Resources Services Group was
dissolved at the end of 1986. The Commer-
cial Department and Organisation and
Business Analysis Department were trans-
ferred to the Strategic Services Group and
Data Processing to the Finance Group.

A new group, Human Resources, was estab-
lished with Dr G.F. Lindeque as General
Manager. The Group consists of the
Personnel, Industrial Relations, Performance
Management and Development, Training,
and Safety Assurance Departments.

Dr George Lindeque, General Manager of
the newly formed Human Resources Group.




STRATEGIC SERVICES GROUP

I
7h-e objective of the Group is to create and maintain an environment which supports excellent
performance throughout Escom. We assist all levels of the organisation by the provision of systems
and services aimed at achieving Escom’s goals and promoling good relations between management,
employees, customers, suppliers and interest groups on a national and international basis.
The satisfaction of our customers is our prime molivation.”?

Ters Oosthuizen (57)
General Manager, Strategic Services
BALLB (UOFS). Joined Fscom in 1859 and appointed to 1he Management Board in 1985,
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STRATEGIC SERVICES GROUP

continued

Legal services

The Electricity Act of 1958 has been
amended a number of times during the last
few years to give effect to the De Villiers
Commission of Inquiry report. The Legal
Department contributed to the drafting of
legislation which established Escom in its
new form, as well as legislation dealing with
matters relating to Escom and the general
control of electricity supply in South Africa.
Draft legislation to finalise the implemen-
lation of the recommendations of the
Commission of Inguiry is due for consider-

ation during the 1987 Parliamentary session.

Other activities during the past year
include the continued renegotiation of
contracts, following changes in Escom's
generation expansion programme and the
resultant changes in funding requirements.
Assistance and guidance were also given
to the newly formed strategic business units
on legal and administrative procedures and
actions.

Management appraisal

A number of operational audits and manage-
ment appraisal studies were completed in
1986 which led to some rationalisation and
reorganisation measures to improve cost
effectiveness.

Communication

Escom’s commitment in its new philosophy
to afrank, open-door approach towards
communication saw the development of
vigorous and effective programmes to
explain the organisation and its activities to
its many internal and external audiences.

Senior executives made presentations to
leading businessmen, politicians and local
government officials at major centres around
the country; saveral press conferences were
held in addition to many television, radio
and newspaper interviews. Key media repre-
sentatives were invited on a regular basis for
infarmal briefings.

A major publications programme aimed
at key audiences was launched. The success
of this programme, which is based on a
comprehensive series of informative docu-
ments cavering the entire spectrum of

Publications distributed during 1986
000's
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Escom’s activities, is indicated by the fact
that since the first brochures appeared in
February 1986, the mailing list has grown

to 80 000 a month. Most notably, these
brochures, pamphlets, educational posters,
fact sheets and newsletters are produced and
sent outin response to specific requests
from the public. The mailing list now
includes addresses throughout South Africa,
Africa and overseas.

A quarterly financial newsletter aimed at
an international audience of bankers and
investors has also been well received.

In addition fo the publications pro-
gramme, Escom information centres in
Johannesburg, Cape Tawn, at Koeberg and
at the Drakensberg pumped-storage scheme
attracted a total of 60 000 visitars during
1986. A museum was opened in Durban,
where an information centre will be eslab-
lished in 1987, and a museumn is planned in
Johannesburg. Visitor centres are planned at
several other power slations.

A comprehensive internal communication
programme was eslablished to keep
employees informed on a regular basis
of developments within the organisation.
Escom News, the fortnightly tabloid staff
newspaper, was upgraded and now has
a regular distribution of mare than 50 000
copies per issue. A video news programme
Is seen by employees at locations
throughout the country every two months.

On a personal level, senior executives
held regular meetings with employees at all
levels to explain the changes in Escom and
receive feedback on the impact of the new
developments. This programme of direct
contact will be further expanded in 1987.

A gralifying consequence of these
intensive communication efforts is that a
better understanding of Escom's activities
has been achieved, both externally and
interpally. A survey of staff attitudes
indicated a dramatic positive shift within
the organisation towards an understanding
and acceplance of the new management
style and Escom’s objectives.

Escom International

Escom's quality inspection office in Londan
was upgraded during the year to become an
international office, retaining its engineering
and technical quality inspection role but
adding to it the very impartant aspects of
communicating with suppliers and financiers
on an international basis.

Security

As part of Escom'’s continued cost savings,
the privatisation of the breeding and training
of Escom’s security dogs was finalised
during 1986 and implemented from January
1987. In addition, improved security
methods are under investigation in order to
ensure cost-effective systems which remain
compatible with the need to protect facilities
and life.

Emergency preparedness

By means of a centralised service of coun-
selling and advice, assistance was rendered
to improve emergency preparedness at
various Escom facilities and centres.

Restructuring

Stralegic Services was restructured into

the Services Group in January 1987 and now
also includes the Commercial Department
and Organisation and Business Analysis
Department of the disbanded Resources
Services Group.
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E SCom'’s new busingss
approach focuses
attention on the customer and
his needs. Close liaison and
consulfation aimed at
Supplying electricily in the
most cost-effective way brings
the organisation into daily
contact with large industrial
users, the mining industry,
farmers, municipalities and
domestic customers.
BT e
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apidly advancing

technology has enabled
Escom fo make a major
contribution towards the
preservation of South Africa’s
scarce water resources. New
power stations use con-
siderably less waler for
cooling than their older
counterparts and the
introduction of dry-cooled
stations will have a furiher
dramalic impact on savings.
Matimba (seen here) and
Kendal, which will soon be
{aken into commission,
employ air-cooling technalogy
on 4 scale never before
attempted — they are each ten
times bigger than similar
stalions operaiing elsewhsre
in the world.




Massfve power station
construction pro-
grammes have long been a
feature of Escom’s aclivities as
the utility has kept pace with
South Africa’s burgeoning
demand for electricity.
Contracis associated with
divarse aspects of power
station construction have a
major impact on local indusiry
and creale thousands of job
opportunities in the private
sector. Precision, quality and
demanding standards are
priorities in any £scom
undertaking and have ensured
that technology and efficiency
remain equal to the best in the
world.,




he introduction of nuclear

power heralded the
dawn of a new era for the
development of South Africa.
Koeberg Power Station, which
has operated at high levels of
efficiency during its first full
year of operation, represents
the first step in the inevitable
{ransition from fossil fuel
lo nuclear energy. As ihe
country’s coal reserves
become depleted during the
next century, more nuclear
stations can be expected to
folfow in Koeberg's pioneering
wake.
[ i e s e ]
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FINANCIAL STATEMENTS

far the year ended 31 December 1986

36

The annual financial statements set ouf on
pages 38 to 49 have been approved by the
Electricity Council and were signed on its
behalf on 9 March 1987 by:

J.B. Maree, Chairman of the Electricity Council

I.C. McRae, Senior General Manager of Escom

o

B.M. Murray, Accounting Manager of Escom
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REPORT OF THE AUDITORS

The Members of the Electricity Council

We have examined the financial statements of Escom set out on pages 38 to 49. Our examination was made
in accardance with generally accepled auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circumstances.

Inour opinion, the financial statements fairly present the financial position of Escom at 31 December 1986
and the results of its operations for the year then ended in conformity with generally accepted accounting
practice applied on a consistent basis, and in the manner required by the Electricity Act.

We further report that, in terms of the Electricity Act:

(i) dueprovision has been made for the redemption and repayment of moneys borrowed by or advanced to
Escom and the Redemption Fund has been properly maintained, and

(i) asumfixed by Escom has been sel aside to the Reserve Fund.

Deloitte Haskins & Sells
Aiken & Carter
Chartered Accauniants (S.A.), Auditors

Johanneshurg
9March 1987
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BALANCE SHEET

as at 31 December 1986

(All figures in Rand millions) Notes 1986 1985
Fixed assets 2 27633 23969
Non-current assets 3 6339 5749
Current assets 1692 1427
Stores, materials and fuel 4 969 868
Accounts receivable and payments in advance 609 487
Cash 114 72
35664 31145
Financed by
Loans and extended credit 5 19 348 18153
Local registered stock, bond issues and direct placings
(Schedule 1) 28 657 25006
Escom stock held internally 4 (12 279) (10270
16378 14736
Other financing facilities and extended credit 1986 1906
Revalving credits and short-term advances 2750 2391
21114 19033
Current portion of long-term liabilities (1766) (880)
Current liabilities 3302 2321
Creditors and accrued liabilities 1105 1036
Interest accrued 431 405
Current portion of long-term liabilities 1766 880
Total net debt 22 650 20474
Statutory funds 7 9373 7948
Capital Development Fund (Schedule 5) 6953 6074
Reserve Fund (Schedule 5) 479 344
Redemption Fund {Schedule 6) 7.2 1941 1530
Reserves J64 2723
Capital reserve 8 121 1053
Provision for repayment of foreign foans 163 139
Other reserves 9 2494 2018
Accumulated deficit (287) (487)
35 664 31145
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INCOME STATEMENT

for the year ended 31 December 1986

(Al figures in Rand millions) Notes 1986
Electricity sold 5845
Industrial 1968
Bulk 1976
Mining 1504
Traction 281
Domestic and lighting 116
Operating expenditure 2465
Operations 1266
Plant maintenance 361
Administrative and related expenses 838
Operating income 3380
Loan charges 3 060
Interest and finance charges 10 2540
Redemption of local loans 477
Redemption of foreign loans 43
Contribution to Reserve Fund 120
Netincome 200
Accumulated deficit at beginning of the year (487)
(287)
Prior year adjustment 13 —_
Accumulated deficit at end of the year (287)




STATEMENT OF SOURCE &
APPLICATION OF FUNDS

forthe year ended 31 December 1986

(Al figures in Rand millions) 1986 1985

Source of Funds

Funds generated internally 2782 1497

Net income 200 28

ltems not affecting the flow of funds

Forward cover and exchange adjustments 569 (131)
Depreciation 61 55
Amartisation of expenditure ta secure future fuel supplies 19 15

Loan amortisation charges 870 603

Repayment of foreign loans 43 46
Redemption of local loans 477 323

Interest credited to the Redemnption Fund 350 234
Amounts credited to Capital Development and Reserve Funds 1063 927

Contribution to Reserve Fund 120 150

Interest 943 777

Proceeds of external finance 5041 5783

Loans and extended credit 4379 4228
Net sale of Escom stock 662 1556
Sale of Escom stock 5832 6 591

Purchase of Escom stock (5170) {5036)
Increase in net current liahilities 716 256
Deferred expenditure 113 (150)
Other 21 14
Total Source of Funds B673 7400
Application of Funds

Repayment of oans and extended credit 4 625 2177
Fixed assets, net 3770 4757
Expenditure to secure future fuel supplies 169 357
Increase in housing loans to employees 60 56
Reserve Fund expenditure 49 53
Total application of funds 8673 7400




NOTES TO THE FINANCIAL STATEMENTS

forthe year ended 31 December 1986

(Al figures in Rand millions)

1. Accounting policies

The financial staterents are prepared on the historical cost basis and incorporate the following principal accounting
palicies, which are, excepl as indicated in Note 13, consistent in all material respects with those of the previous year.

1.1 Fixed assets

(a) Fixed assels in commission
Fixed assels in commission are not depreciated but are reflected at historical cost. Loans are raised to finance these
assets. The charge to revenue for loan amortisation takes the place of depreciation in recognition of the relationship
between the loans so raised and the fixed assets.

(b) Decommissioning of nuclear plant
An annual provision is made for future decommissioning costs.

(c) Works under consiruction
Interest and a charge for corporate overhead expenses are capitalised during the period of construction.

(d) Equipment, vehiicles and furniture
Equipment, vehicles and furniture are depreciated at rates considered appropriate to write them off aver their
estimated useful lives.

(e) Certain expenditure on fixed assels, as provided for in Section 13(1)(a) of the Electricity Act, is written off in full
against the Reserve Fund.

1.2 Stores, materials and fuel

Slores and malerials, excluding fuel, are valued at standards which approximate the latest purchase price. A provision far
obsolescence is made where appropriate. Coal stocks are valued at average cost. Stock of nuclear fuel is valued at cost
on a first-in-first-out basis.

1.3 Foreign currencies

Assets and liabilities in foreign currencies are translated to Seuth African currency at rates of exchange ruling at balance
sheel dale or at forward exchange contract rates where appropriate. Unrealised gains and losses relating to the

lranslation of foreign loans nol covered are written off fo the income statement aver the remaining periods of the loans on
astraight-line basis. All other translation gains and losses are expensed.

1.4 Deferred expenditure

Discount on loans is amortised on a sinking-fund basis over the period of each loan through the full provision for
redemption of the relevant loans. The amortised portion of the discount is set off against the Redemptian Fund and is
transferred lo the Capital Reserve on repayment of the loans.

Expenditure to secure future fuel supplies is amortised over appropriate periods and commences once related power
stations are commissioned.

The difference between the book value and the proceeds of stock sold is written off over the remaining life of the original
investment and is accounted for as interest in terms of Note 1.7.

Other deferred charges are amortised over appropriate periods.

1.5 Amortisation of borrowings

A Redemption Fund has been established in terms of the Electricity Act and provision for the redemption of local loans is
made over periods not exceeding 25 years.

The Stale President, in terms of Section 10(2) of the Act, has directed that the provisions relating to the establishment of
the Redemption Fund should notapply to foreign loans. Provision for repayment of such loans is mads over periods not
exceeding 25 years.

The Redemption Fund provisions are nol applied to revolving credits and short-term advances, as these are made under
the provisions of paragraph 1(3) of the Schedule to the Act.

1.6 Operating revenue and expenses

Meters are read on a cyclical basis and sales of electricity are accounted far concurrently. The revenue related to supplies
between the date of the last reading and the end of the accounting period is not included in sales, whereas the related
expenses are charged as incurred.

1.7 Interest capitalisation
Interest and finance charges on funds borrowed 1o finance works under construction and expenditure to secure future
fuel supplies, are capitalised.
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NOTES {continued)

2. Fixed assets

Assets in commission, at cost
Land and rights

Buildings and facilities
Production plant

Total in commission
Works under construction

Equipment, vehicles and furniture, at cost
Accumulated depreciation

3. Non-current assets

Unamortised loan discount

Expenditure to secure future fuel supplies

Unrealised exchange losses

Difference between book value and proceeds of Escom
stack sold

Housing loans to employees secured by first mortgage
Other deferred charges

4. Stores, materials and fuel

Maintenance and consumable stores
Construction material
Fuel

5. Loans and exiended credit

242
1834
17 831

19 907
7514

480
(268)

1986

233

1597

13667

15497

27 421 8278

410

212 (216)
27633
3587
1484
4
552
296
416
6339
333
239
397
969

5.1 The current portion of long-term liabilities excludes revolving credits and short-term advances.

1985

23775

194
23968

2883
1334
225

542
236
529

5749

240
274
354

868

5.2 Options have been given to certain investors to hold their investment of R607 million in either capital project bills or
Escom local registered stock numbers 154, 160 and 164. These options are available until 1992, at which time the

investars are obliged to convert remaining capital project bills into local registered stock.

Escom has undertaken, at the option of the investors, to repurchase on 1 May 1989 Escom local registered stock
number 165 of R180 million which was issued at a rate yielding 15,5% and to sell back to these investors on that date at

ayield rate equal to the Public Investment Commissioners valuation as at 31 March 1989.

5.3 Inaccordance with the provisions of the Electricity Act, stock issued in respect of loans raised, logether with inlerest

thereon has a first charge on all the assets of Escom.
6. Escom stock held for

Schedule
Capital Development Fund 2
Reserve Fund 3
Redemption Fund 4

Repayment of foreign loans

Difference between nominal and book value
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Book
Value

7083
541
2151
16

9791

1986
Nominal Book
Value Value
8603 6171
676 383
2981 1685
19 18
12279 8257
2488

1985
Nominal
Value

7478
443
2330
19

10270

2013




NOTES (continued)

7. Statutory funds
7.1 The statutory funds are credited with amounts as provided for in the Electricity Act. These amounts are invested
mainly in Escom stock and the interest accrues to the respective funds.
The Redemption Fund provides, on a sinking-fund basis, for the repayment of local loans.
The Reserve Fund is used, when required, for the replacement of obsolete machinery or plant and generally for the
betterment of plant or for or in lieu of insurance, or for exceptional repairs or emergancies.
The Capital Development Fund provides internal financing for capital expansion.

1986 1985
7.2 The Redemption Fund at the end of the year s
stated as follows:
Redemption Fund (Schedule 6) 2350 1737
Amortised loan discount (409) (207)
1941 1530
8. Capital reserve
Loans repaid 1487 1226
Cost of commissioned assets scrapped or sold (216) (173)
12M 1053
9. Otherreserves
Difference between nominal and book values of Escom
stock held internally 2488 2013
Deferred proceeds of reticulation systems sald 6 5
2494 2018
10. Supplementary information
Tolal interest and finance charges 3475 3169
Amounts capitalised (935) (1235)
2540 1934
Lease charges on equipment
Operating 18 17
Finance 2 —
Depreciation 61 3
Interest and other costs, related to damage and delays
in commissioning of plant, written off 112 86

11. Commitments

11.1 Capital expenditure contracted for, excluding

contract price adjustments and general sales tax,

amounts to approximately 70562 9122
This expenditure will be financed from external

borrowings and from cash generated internally and

is expected to be incurred as follows:

1987 1922
1988 1377
1989 1102
1990 903
1991 675

thereafter 1073

Foreign commitments are translated to South
African currency at rates of exchange ruling at
balarce sheel date.
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NOTES (continued)

1986 1985
11.2 Payments in respect of housing loans
granted to employees of approximately 35 11
11.3 Lease commitments
Finance lease in respect of computer equipment
Payable in 1987 14 _
Payable in 1988-1991 62 —

12. Contingent liabilities
12.1 Escom has indemnified the Electricity Supply Commission Pension and Provident Fund against any loss resulting
from the negligence, dishonesty or fraud of the Fund’s officers or of the Trustees.
12.2 There isa contingent liability in respect of assessments raised by the Commissioner for Inland Revenue for the
payment of general sales taxes on certain capital expenditure contracts. Management is of the apinion that the General
Sales Tax Act has been complied with and has objected to the assessments raised.

13. Change in basis of accounting

In order to comply with the recent statement of generally accepted accounting practice with regard to the premiums on long-
term forward cover, Escom has, with effect from 1 January 1986, written such premiums off over the period of the cover
instead of aver the life of the loan.

The application of the new policy resulted in a net increase of R107 million in the accumulated deficit at the beginning of
1986 and is shown by way of a restatement of the 1985 results by R12 million and an adjustment for prior years of
R95 million.

44




BORROWINGS

asat 31 December 1986

Schedule 1 (A/l figures in Rand milflions)

Repayment Repayment
Loan % date/s 1986 1985 Loan % daters 1986 1985
Local registered stock Brought forward 1467 1533
45 17 55 1980/86 — 17 130 50 115 1989 50 50
46 16 5,875 1981/86 — 16 131 250 11,15 2002 250 250
47 18 6.25 1981/66 — 18 132 2500 1,75 2002 250 250
49 18 6,125 1982/87 18 18 133 60 10.9 1988 60 60
a0 22 525 1982/87 22 22 134 170 10,75 2003 170 170
a1 29 5 1983/88 29 29 135 270 1.3 2003 270 270
58 30 6.5 1889/91 30 30 136 7 1.25 1985/7 2 6
60 35 6.75 1999 35 35 137 60 9.7 1966 — il
61 35 6.875 1992 35 35 138 150 97 2003 150 150
64 12 6.5 1992 12 12 139 340 10,25 2003 340 340
65 ¥ 6,875 1992 37 37 140 120 8 1986 .- 120
70 10 6.5 1993 10 10 141 130 8,65 2004 130 130
71 70 6.875 1993 70 70 142 350 915 2004 350 350
12 22 6,5 1993 22 22 144 130 9,05 2005 130 130
76 48 6.875 1993 48 48 145 270 9,55 2005 270 270
78 20 6.5 1994 20 20 146 70 8.1 1987 ] 70
79 30 6,875 1994 30 30 147 100 9,05 1992 100 100
81 10 65 1994 10 10 146 100 9,05 2005 100 100
82 25 6,875 1994 25 25 149 230 9,55 2005 230 230
83 18 7.5 1985 18 18 150 150 10,25 1990 150 150
84 3 7 1995 3 3 151 275 10,95 2004 275 275
85 35 8,75 1985 35 35 152 100 128 1993 100 100
86 10 85 1995 10 10 153 400 12,95 2006 400 400
87 45 925 1996 45 45 1543 250 10 2007 250 250
88 10 875 1996 10 10 154b 250 10 2007 250 250
89 20 9.25 1996 20 20 154c 595 10 2007 595 505
90 30 9.25 1996 30 30 154d 506 10 2007 505 505
91 10 8,75 1996 10 10 1548 400 10 2007 400 400
92 20 9,25 1997 20 20 1553 700 13.2 2007 700 700
93 22 9,125 1997 22 22 155b 900 13,2 2007 900 500
94 | 875 1697 5 5 156 300 15,15 1687 300 300
9 25 85 1997 25 25 157 650 14,25 2008 650 650
96 28 825 1997 28 28 158a 250 925 1994 250 250
97 7 & 1997 7 7 158 410 9,25 1994 410 410
98 45 825 1997 45 45 158¢ 45 9,25 1994 45 45
99 30 825 1998 30 30 158d 200 9,25 1994 200 200
100 20 8,378 1998 20 20 1593 800 12 2008 50 800
10 5 8 1998 5 5 159h 800 12 2008 800 800
103 24 8 1998 24 24 159¢ 1300 12 2008 1300 1300
104 6 7,625 1998 6 6 160a 995 il 2009 995 995
106 45 8 1988 45 45 160b 1900 1 2009 1900 1300
107 27 9 1999 27 27 160c 900 ikl 2009 900 —
108 3 8.5 1959 3 3 161 500 14 1989 500 500
110 30 95 1389 30 30 162 600 14,25 1991 600 600
Al 11 1075 2000 9 9 163a 2100 105 2004 2100 2100
112 29 10,75 2000 29 29 163b 6500 105 2004 600
113 40 10,75 2000 40 40 164 700 14 1992 700 700
114 25 10,75 2000 25 25 1653 820 1 1935 820 —
115 5 10,25 2000 5 5 1650 180 il 1935 180
116 30 10,75 2000 30 30 166 1000 1 1993 1000 —-
118 55 1 2000 55 55
119 10 10,75 1980/95 6 6 X5 w7
120 4 1 1986 — 4 .
121 0 114 2001 40 40 Foreign Bond Issues
122 5 1.1 198696 2 3 Averageinterest rate 1,04
123 A0 12.75 1996 40 a0 Repayable in 1987 123 26
124 10 12,68 1986 o 10 Rapayable thereafter 1434 1281
126 40 125 2001 40 40 26521 29 021
127 150 12,6 1999 150 150
128 20 12,45 1987 20 20  DirectPlacings
- Average interest rate 8,37
Carried forward 1467 1533 Repayablein 1987 916 347
Repayable thereatter 2220 2638
28657 25006
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INVESTMENTS OF THE CAPITAL DEVELOPMENT FUND

at 31 December 1986

Schedule 2 (Afl figures in Rand millions)

Loan Nominal Book Loan Nominal Baook
Description No Value Value Description No. Value Value
Escom local registered stock Brought forward 285 208
% %
6,125 1982/87 49 3 3 125 2001 126 il 9
5.25 1982/87 50 5 5 126 1999 127 7 5
g 1983/88 51 i 2 12,45 1987 128 3 3
65 198991 58 2 2 115 1989 130 7 7
6,75 1991 60 3 2 11,15 2002 131 202 186
6675 1992 61 7 5 11,75 2002 132 156 147
65 1992 f4 2 1 109 1988 133 20 20
6.6875 1992 65 El g 10,75 2003 134 119 104
65 1983 70 1 1 1,3 2003 135 224 215
65,875 1983 71 36 26 97 2003 138 13 98
65 1993 75 4 3 10,25 2003 139 257 216
5,675 1993 76 15 " 8,65 2004 141 113 89
55 1934 78 2 2 915 2004 142 228 177
5875 1994 79 4 3 9,05 2005 144 85 72
65 1994 81 2 1 955 2005 145 190 150
75 1995 83 2 1 8,1 1987 146 19 19
8,75 1995 85 16 1 905 1982 147 34 7
B85 1995 66 1 i 905 2005 148 38 34
9.25 1996 87 B 6 955 2005 149 121 a3
875 1996 88 1 1 10,25 1990 150 42 37
825 1996 89 3 2 1095 2004 151 249 244
925 1996 90 13 g 128 1953 152 18 16
B75 1996 91 1 1 12,95 2006 153 333 317
925 1997 92 4 3 10 2007 154 £90 418
9125 1997 93 5 4 132 2007 155 1370 1260
65 1997 95 12 B 1515 1987 156 78 78
B25 1997 96 8 [ 1425 2008 157 49 46
625 1997 98 [i] 4 925 1994 158 183 141
825 1998 99 3 2 12 2008 159 1896 1409
6,375 1998 100 6 4 N 2009 160 309 217
8 1998 103 5 3 14 1969 161 185 186
B 1998 106 26 15 14,25 1991 162 121 123
] 1999 107 4 3 105 2004 163 168 109
B5 1899 108 1 1 14 1992 164 192 197
95 1999 10 10 7 il 1995 165 107 89
10,75 2000 11 4 3 " 1993 166 165 317
10,75 2000 12 3 2 Other 3 =
}g;g ;ggg 1{3 2 % Total (Not6) 8603 7083
10,75 2000 16 8 6 Interest accrued 218
11 2000 118 7 5
10,75 1995 19 3 3
14 2001 121 16 1 Market value 6679
12,75 1996 123 4 4

=)
[es)
3]
ro
o
[==1

Carried forward




INVESTMENTS OF THE RESERVE FUND

at 31 December 1986

Schedule 3 (4// figures in Rand millions)

Loan Mominal Book
Description No. Value Value
Escom local registered stock
4
6,875 1993 7 1 1
75 1995 83 1 1
875 1995 B85 1 1
81 1987 146 3 3
10 2007 154 60 44
925 1994 158 1 1
" 2009 180 81 56
14 1989 161 2 2
1425 1991 162 13 12
105 2004 163 96 59
14 1992 164 190 179
il 1995 165 132 100
" 1993 166 94 81
Other 1 1
Tatal (Note 6) 676 541
Municipal stock
Cape Town,
5,5% 1983/88 219 1 1
External investments 1 1

677 542

Interest accrued 14
‘Market value 574




INVESTMENTS OF THE REDEMPTION FUND

at 31 December 1986

Schedule 4 (All figures in Rand millions)

Loan Nominal Book Loan Nominal Book
Description No. Value Value Description Na, Valug Value
Escom local registered stock Brought forward 355 230
% %
6,125 1982/87 49 4 4 1,3 2003 135 33 26
5,25 1982/87 50 2 2 97 2003 138 33 24
65 198991 58 2 2 10,25 2003 139 43 30
675 1991 60 7 il 8,65 2004 141 1 -
6,875 1992 61 12 8 9,15 2004 142 54 33
65 1892 64 1 1 9,05 2005 144 25 17
6,875 1892 65 4 3 955 2005 145 49 3
65 1893 70 3 2 81 1987 146 17 17
5,875 1993 71 q 3 9,06 1992 147 8 7
65 1993 75 2 1 9,05 2005 148 10 7
6,875 1993 76 1 1 955 2005 149 54 34
65 1994 78 3 2 10,25 1990 150 8 6
6875 1994 79 g b 10,95 2004 151 22 20
65 1994 81 ? 2 128 1993 152 5 4
6,875 1994 82 4 3 12,95 2006 153 7 6
75 1995 83 2 2 10 2007 154 185 115
7 1995 84 2 1 1515 1987 156 7 7
875 1995 85 § 4 9,25 1994 158 5 3
85 1995 86 7 i 12 2008 159 17 110
925 1995 87 8 B " 2009 160 324 225
875 1996 88 5 4 14 1989 161 z 2
925 1996 89 B B 1425 1991 162 3 3
925 1996 90 3 3 105 2004 163 902 548
875 1996 91 5 4 14 1992 164 48 43
925 1997 92 1 1 1 1995 165 2687 216
9126 1997 a3 g 7 1 1993 166 377 327
B, 25 183; 2{51 ; é Total (Note b) 298 2151
825 1997 56 4 3 Interest accrued 58
8 1997 97 3 2
825 1997 98 6 4
825 1998 59 b 4 Market value 2202
8375 1998 100 5 4
8 1998 101 2 1
7625 1998 104 3 2
8 1998 106 4 2
9 1999 107 i) 4
85 1999 108 3 1
95 1999 10 7 B
10,75 2000 m g 3
10,75 2000 113 10 8
1025 2000 115 3 1
10,75 2000 116 7 §
11 2000 118 17 14
10,75 1935 119 3 2
14 200 121 14 e
11,1 199 122 1 1
125 2001 126 1 1
126 1999 127 25 22
1245 1987 128 ? ?
115 1989 130 8 7
1115 2002 131 35 M
1175 2002 132 21 18
09 1988 133 1 1
10,75 2003 134 36 78
Carried forward 355 290
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CAPITAL DEVELOPMENT AND RESERVE FUNDS

for the year ended 31 December 1986

Schedule 5 (A1l figures in Rand millions)

Canital Development Reserve Fund
Fund
1986 1985 1986 1985
Balance at beginning of year 6074 5329 344 215
Contributions — = 120 150
Interest earned 879 745 64 32
Subtotal 6953 6074 528 - 397
Expenditure — — 49 53
Balance at end of year 6953 6074 479 34

REDEI\/IPTION FUND

for the year ended 31 December 1986

Schedule 6 (4/ figures in Rand millions)

1986 1985
Amounts contributed 477 323
Proceeds of sales of fixed property 36 12
Interest earned 350 234
863 569
Repayment of local registered stock 250 162
5,375 % 1979/85 (Loan 43) —_ 16
5,375 % 1980/85 (Loan 44 —_ 16

( )
5,500 % 1980/86 (Loan 45)
5,875 % 1981/86 (Loan 46)
6,250 % 1981/86 (Loan 47) 18 —
5,875 % 1983/85 (Loan 55) —
6,500 % 1983/85 (Loan 56) =
10,875 % 1985 (Loan 117) ey 5
10,750 % 1980/95 (Part Loan 119) —
11,000% 1986  (Loan 120) 4
11,100 % 1986/96 (Part Loan 122) 1
12,650 % 1986  (Loan 124) 10
7,250 % 1985/87 (Part Loan 136) 4 2
9,700% 1986  (Loan 137) 60 —
8,000 % 1986/96 (Loan 140) 120 —
(Loan 143) — 50

613 407
Balance at beginning of year 1737 1330
Balance at end of year (Notes 7.2) 2350 1737

7,550 % 1985
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TABLES

1. Power stations in service as at 31 December 1986

No. and

raling of Total Total
Name ot generator installed sent-out
slation Type Location sets MW rating MW! rating MW’
Acacia Gas-turbine Cape Town 3 x 57 171 17
Aol Coal-fired Middelburg, Tvl 6 > 350 2100 1980
Camden Coal-fired Ermelo 8 % 200 1600 1520
Drakensberg Pumped-storage Berguille 4 % 250 1000 1000
Duvha Coal-fired Witbank 6 > 600 3600 3450
Grootvlei Coal-fired Baliour 6 x 200 1200 1130
Handrik Verwoerd Hydro-electric Norvalspont 4 % 80 320 320
Hendrina Coal-fired Hendrina 10 = 200 2000 1900
Hex River Coal-fired Worcester 3% 20;2 %30 120 1
Highveld Coal-fired Sasolburg 8 x 60 480 412
Ingagane Coal-fired Newcastle 5100 500 465
Koeberg Nuclear Cape Town 2 % 965 1930 1840
Komati Goal-fired Middelburg, Tvl 5 100;4 %125 1000 906
Kriel Coal-fired Bethal 6 = 500 3000 2850
Lethabo Coal-fired Sasolburg 2618 1236 1186
Matla Coal-fired Bethal 6 > 600 3600 3450
Paratus Gas-turbine/diesel Walvis Bay 1x224:4 %64 48 48
Port Rex Gas-turbine East London 3 x 57 171 171
Sall River Coal-fired Cape Town 4% 30; 2 = 60 240 228
Taaibos Coal-fired Sasolburg 8 > 60 480 440
Tuluka Coal-fired Standerton 3= 609 1827 1755
Umgeni Coal-fired Pinetown 4% 30;2 % 60 240 222
Vaal® Coal-fired Viljoensdrif 933 318 270
Vanderkloof Hydro-electric Petrusville 2> 110 220 220
Vierfontein Coal-fired Viljoenskroon 12 % 30 360 336
West Bank Coal-fired East London Ix152x20 85 80
Wilge Coal-fired Witbank 2% 30; 3 = 60 240 221
Total in service, 27 Escom stations® 28 086 26 682
Sublofal, coal-fired (20 stations) 24 226 22912
Subtotal, gas-turbing (3 slations)® 380 390
Subtolal, hydro-eleciric (2 stations)’ 540 540
Subtotal, pumped-storage (1 stalion)? 1000 1000
Subtotal, nuclear (1 station)” 1930 1840
Total in service, 27 Escom stations 28086 26 682

"Differenices between generator rating and total station rating, and installed and sert-out iating reflect auxiliary power
consumplion and reduced capacity caused by age of the plant and/or low coal qualiiy.

“Taken over from Swawek in 1986.
“Includes three 7 MW house seis.

“Inaddition to its own installed capacity, Escom also hias a firm contractual capacity of 1 355 MW from Cahora Bassa, which was
notavaifable during 1966. It also has agreements lo purchase eleclricily from Swawek and some municipalities.

“Base-load stations, excep! in the case of olaer, uneconomical plant, which are used only for peak demands or in 8mergencies.

“sed only for peaking or 11 emergencies.
"Use restricted to peaking and emergencies and availability of waler in Hendrik Verwoerd and P.K. le Roux dams.

SPumped-storage facililies are nel users of efectricily and are used for peaking. Waler is purmped during off-peak periods fo
generaie eleciricily during peak periods.
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TABLES

continued

2. Power stations on order as at 31 December 1986

No. and Year ol
rating of Tolal Total completion
Name of generator installed seni-out first |ast
station Type Location sels MW rating MW rating MW set sel
Kendal Coal-fired Kendal 6 > 686 4116 3780 1988 1993
Lethabo Coal-fired Vereeniging 4 % 618 2472 2372 1986 1990
Majuba Coal-fired Volksrust 6 > 657 3942 3690 1991 19957
Matimba Coal-fired Ellisras 6 x 665 3990 3690 1987 1991
Palmigt Pumped-storage Grabouw 2 x 200 400 400 1987 1968
Tuluka Coal-fired Slanderton 3% 609 1827 1758 1985 1990
Power stations under construction’ 16 747 15687
Plant on order at 31 December 1985 18583 17450
Less plant taken into commercial service during 1986° 1836 1763
Plus plant placed on arder in 1986 —
Total, plant on order at 31 December 1986 16747 15 687
Dates on which sels on order will be taken into commercial service iay change, depending on growth in eleclricily demand
See report of the General Manager, Engineering on page 20.
‘Construction of sets 4, 5 and § has been deferred
‘During 1966, the folfowing plant was faken into commercial service
Installed rating Sent-out rating
Lethabo, Set 2: 618 MW 593 MW
Tutuka, Set 2: 609 MW 585 MW
Tutuka, Set 3: 609 MW 585 MW
Total for 1986 1836 MW 1763 MW
3. Transmission and distribution equipment in service as at 31 December 1986
Total Additions Total
1985 1986 1986
Overhead lines, in circuit km
765 . 427 427
533 kV DC (monopolar) 1030 — 1030
400 kY 9914 37 10 285
275 KV 6334 153 6 487
220KV 1240 — 1240
165 kV to 132 kv 14243 2832 17075
B8 kVio33kV 21001 (508) 20493
22 kV and below 107 284 8251 115535
Total 161 046 11526 172572
Underground cables, in circuit km
165 KV 10 132 kv 80 1.2 81,3
88KV 1o 33 kY 378 857 1235,0
22 KV and below 7920 (4035,3) 38847
Total 8378 (3177) 5201
Transformers
Capacily MVA 169 112 (59 717) 109 395
Number in service 97298 835 98133

" With the reorganisation of Distribution infa smaller, more manageable regions, the statistics for 1986 have been collected by each region using the zero-base method
In previous years, the annual growth was added onlto the tolals and if would aupear that no allowance was made for decommissioned plant or cirouits sofd to other supply

authorities

Since fairly subsiantial differences now appear it is the itention to carry outa “census” type assessment this year and (his will be rapeated at 3-yearly intervals
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TABLES

continued

4. Operating statistics

1986 1985 1984 1983 1982
Plant performance
Total power station capacily, installed rating, MW 28 086 25716 24514 22 949 21749
Total power station capacity, assigned sent-oul rating, MW 26 682 24 359 23168 21673 20523
Peak demand on integrated Escom system, MW 18278 17 852 17 296 15639 15532
Average station availability’ 78,5 77,5 74,9 7.9 743
Station load factor, per cenl? 55,5 58,0 581 95,6 58,3
Integrated Escom system load factor, per cent 77,3 76,2 75,0 76,9 75:3
Coal burnt, thausands of tans 58 915,9 59 488.6 58703,6 55010,2 55198,4
Coal burnt, kg/kW.h sent out 0,515 0,522 0,533 0,546 0,551
Average heat rate of coal-fired stations, MJ/kW.h sent out 10,95 11,26 11,45 11,57 11,82
Average heat content of coal (as received), MJ/kg 21,19 21,52 21,38 21,11 21,39
Overall thermal efficiency, sent-out basis 32,9 320 314 3 30,5
Average coal cost, R/ton 14,87 13,25 12,55 12,44 11,75
Average coal cost, o/kW.h sent out 0,6815 06916 06692 06793 0,647 1
Electricity output
Total electricity sent out in South Africa, million kW.h? 130083 125 962 120835 112 366 109 536
Escom electricity sent out as percentage of South African lotal 95,1 94,7 94,3 93.8 93,6
Total electricity sent out on Escom system (Escom stations and
purchased), million kW.h? 126 766 122 494 117 086 108 321 104 920
Total sent out from Escom stations, million kKW.h 126 511 121987 116 581 103 295 102 769
Subtolal, from coal-fired stations, million kW.h 114 298 113941 110094 100738 100 217
Subtotal, from hydro-electric stations, million kW.h 1623 624 560 595 1016
Subtotal, from pumped-starage station, million kW.h 1785 2107 1994 1957 1519
Subtotal, from diesel and gas-turbine stations, million kW.h 2 0 8 5 17
Subtotal, nuclear power station, million kW.h 8803 5315 3925 — .
Total purchased by Escom and sent out on Escom system, million kW.h 255 507 505 5026 2151
Total consumed by Escom, million kW.h? 3018 3265 3188 2917 2404
Total available for distribution, million KW.h 123 748 119229 113 898 105 404 102 516
Total sold, million KW.he 117353,0 112 3059 1069041 982511 961359
Growth in kW.h sales, per cent 45 5.1 8.8 2.2 24
Employees
Total number at 31 December 60800 66 000 64 560 62420 58850
Ratio number/million kW.h sold 0,518 0,588 0,604 0,635 0,612
Fixed assets
In commission at 31 December, Rand millions 19907 15497 12058 9219 7689
Ratio Rand thousands/million kW.h sold 169,64 137,99 112,79 93,83 79,98

‘Capacity hours avatlable » 100/tolal capacity hours in year.
“kW.h sent out > 100/(assigned sent-oul rating = haurs in year).

Flectricity sent out by Escom and municipalities which generate all or part of their
electricity requirement.

‘Includes Escom electricity sent ouf to neighbouring countries.

iIn respect of pumped-storage facilities and synchronous condenser mode of operation.

See Table 1, Note 8.

Difference between electricity availabie for distribution and electricily sold is dug fo

transmission l0sses.
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1981 1980 1979 1978 1977 1976 1975 1974 1973 1972
20049 18349 15974 14434 13556 12 444 11242 10692 10142 9551
18 989 17339 15056 13595 12 756 11688 10 522 10002 9482 8849
14674 13668 12835 11490 10735 10085 9185 8552 7350 6630

74.2 74,7 788 7.4 78,5 82,3 85.0 83,7 82,5 -

62,2 57,8 60,9 60,7 61.9 66,8 68,6 66,3 62,6 59.6

77,6 775 76,4 77,3 75,8 76,1 76,5. 75,1 773 76,4

53903.7 467550 432649 395895 375006 372574 342317 308914 279079 249528

0,563 0,568 0,580 0,574 0,576 0,579 0,567 0,560 0,563 0,571

12,01 12,16 12,33 12,44 12,55 12,66 12,59 12,56 12,65 13,07

21,25 21,34 21,22 21,61 21,78 21,87 22,21 22,42 22,47 2289

30,0 296 29.2 28,9 28,7 28,4 28,6 28,7 28,5 27

9,71 8,12 6,96 6,67 6,22 5,39 4,05 2,92 2,39 2,25
0,547 3 0,4614 0,404 5 0,3824 0,358 2 03122 02295 01637 0,1348 01285

106135 99905 92615 84812 79352 75381 70111 66 412 60700 55 332
939 93,0 928 91.7 89.8 89,4 87,8 84,7 82.0 80,4
100 425 93 021 86 037 77826 71291 67 414 61533 56 259 49770 44 485
97 824 83 362 75643 70902 67050 66 188 61498 56 251 49759 44 475
95675 82 342 74485 69 004 65114 64309 60400 55141 49570 43 662
1653 992 1144 1867 1924 1853 1098 1110 189 813
415 — - - - - -

81 28 14 11 12 26 — - - —
2601 9659 10394 6924 4241 1226 35 8 1 10
712 71 58 52 27 - — — —
93713 92950 85979 77774 71264 67414 61533 56 259 49770 44 485
93 844,0 875393 80582,8 72780.4 671254 63 355.7 57 869,2 52 585.1 465784 416489
Tl 8,6 10,7 8.4 59 9,5 10,0 12,9 138 9.5

52 080 47 490 43690 41040 39112 36915 33999 29891 28 559 26937

0,555 0,542 0,542 0,564 0,583 0,583 0,588 0,568 0,613 0,647

6323 5604 4 256 3 565 2851 2312 2009 1847 1699 1527
67,38 64,02 52,81 48,98 42 47 36.49 3471 3513 36,48 36,66
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TABLES

continued

5. Summary of consolidated revenue and expenditure account

Interest Redemption and

Tolal Escom and other provision Capital
millian kW.h finance for loan Reserve Development
Year sold charges repayment Fund Fund
1968 28885,0 R0O00 43282 23 884 12300 —
cents/kW.h sold 01498 00827 0,0426 s
% of total cost 26,72 14,74 7,59 —
1969 31505,6 RO0O 50943 20809 13605 s
cents/kW.h sold 01617 0,086 0 0,0432 T
% of total cost 29,05 11.87 7,76 - -
1970 348906 R00O 59484 23654 15202 —
cents/kW.h sold 01705 0,067 8 00436 —
% of total cost 30,37 12,08 7.76 —
1971 380400 R0O0O 70 266 30928 8568 —

cents/kW.h sold 01847 00813 00225
% of total cosl 31,99 14,08 3.90 —
1972 416489 R0O0O 86 631 30575 3056 13596
cents/kW.h sold 02080 0,0734 0,007 3 0,0326
% of total cost 33,58 11,85 1,18 527
1973 465784 R0O0O 101 858 34200 3760 15 366
cents/kW.h sold 02187 0,0734 0,008 1 0,0330
% of tolal cost 33,27 1117 1,23 5,02
1974 525851 R0O0O 114 308 27151 66 28114
cents/kW.h sald 02174 0,0516 0,0001 0,0535
% of total cost 3140 746 0,02 7,72
1975 57 869,2 0 136 963 30814 1400 40730
cents/kW.h sold 02367 00532 0,002 4 0,0704
% of total cost 28,12 6,33 0,29 8,36
1976 63355,7 RO0O 173829 41470 1700 53584
cents/kW.h sald 02744 0,0655 0,0027 0,084 6
% of total cost 26,49 6,32 0,26 8,16
1977 671254 RO0OD 224418 63403 300 224000
cents/kW.h sold 03343 0,094 5 0.0013 0,3337
% of total cost 2251 6,36 0,09 2247
1978 727804 R00O 308970 76 036 900 300000
cents/kW.h sold 04245 0,104 4 0,0012 04121
% of lotal cost 25,03 6.16 0.07 24,30
1979 805828 R00O 373718 88800 900 380000
cenis/kW.h sold 0,4637 01101 0,0011 04715
% of total cost 2472 587 0,06 25,14
1980 875393 R0O0O 504732 101629 900 426 400
cents/kW.h sold 0,576 6 01161 0,0010 0,487 1
% of tolal cost 26,99 5,44 0,05 22,80
1981 938440 ROCO 603 546 117088 900 435478
cents/kW.h sold 06431 01248 00010 0,464 0
% of tolal cost 271,21 528 0,04 19,63
1862 961359 R0O0O 721948 154758 26000 450000
cents/kW.h sold 07510 01610 0,0270 0,468 1
% of total cost 2622 5,62 0,95 16,34
1983 982511 R0O00 939 553 274027 50000 450000
cents/kW.h sald 0,956 3 02789 0,0509 04580
% of total cost 27,59 8,05 1.47 13,22
1084 106 904 1 RO0OD 1283742 281730 70000 450000
cents/kW.h sold 1,2008 02635 00655 04209
% of total cost 3214 7,05 1,75 11,27

1985 112 305,9 RO0O 1922053 369 129 150000
cents/kW.h sald 1,7114 03287 01336 —

% of total cost 4193 8.05 327

1986 117 353.0 RO0O 2539852 520504 120000
cents/kW.h sold 21643 04435 0,1023 =
% of total cost 4499 922 212 s

'Basis of allocation changed in 1975.
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Other power

Subtolal station Distribution,

capital- operating and operating and
related Purchase of maintenance maintenance General Total Total
costs electricity Fuel casts costs expenses cosls revenue
79 466 121 45117 17016 8097 12176 161993 161475
02751 0,0004 01562 0,0589 00280 0,0422 0,5608 0,5590
49,06 0,07 27,85 10,50 5,00 7,52 100,00 9968
85357 102 48035 19038 9264 13578 175374 176106
02709 0,0003 0,1525 0,0604 0,0294 0,043 1 0,556 6 0,5590
48,67 0,06 27.39 10,86 528 7,74 100,00 100.42
98 340 89 49 440 21955 10594 15448 195 866 193 475
02819 0,0003 01417 0,0629 0,0304 0,0443 0,5614 0,5545
50,21 0,05 25,24 .21 541 7.89 100,00 98,78
109 762 82 53 587 26276 11492 18 440 219639 219584
0,2885 0,0002 0,1409 0,069 1 0,0302 0,0485 0,577 4 05772
49,97 0,04 24,40 11,96 5,23 8,40 100,00 9997
133858 95 57259 31586 13486 21737 258 021 254 394
03214 0,0002 01375 0,0758 0,0324 0,0522 0,6195 06108
51,88 0,04 2219 12,24 5,23 8,42 100,00 98.59
155 184 17 68634 38685 17 082 26 460 306 162 302 034
03332 0.0003 0,147 4 0,0831 00367 0,0568 0,657 3 0,648 4
50,69 0,04 2242 12,64 5,58 8.64 100,00 98,65
169639 86 92530 48572 20617 32611 364 055 358768
03228 0,0002 01760 0,0924 00392 0,0620 0,6923 06822
46,60 0,02 25,42 13,34 5,66 8,96 100,00 98,55
209907 114 141913 44 980" 18 477 71758 487 149 460073
03627 0.0002 02452 00777 0,0319 01240 08418 0,7950
43,09 0,02 29,13 9,23 3.79 14,73 100,00 94 44
270583 2399 208316 62 477 19712 92 835 656 322 656 381
04271 00038 03288 0,098 6 0,031 01465 1,036 0 1,036 0
4123 037 31,74 9,52 3.00 14,14 100,00 100,01
512721 15501 239228 76294 19859 133 494 997 097 1030552
07638 0,023 1 0,356 4 01137 0.0296 01989 14854 1,5353
5142 1,55 23,99 7,65 1,99 13,39 100,00 103,36
685906 26 364 271222 89193 23677 138 106 1234 468 1301829
0.942 4 00362 03726 01225 00325 01897 1,696 1 1,788 7
55,56 2.14 2197 7,22 1,92 11,19 100,00 105,46
843418 36 061 319428 95 887 28669 188 203 1511686 1529474
1,046 6 0,0447 03963 01189 0,0356 0,2335 18759 1,8980
55,79 2,39 2113 6,34 1,90 12,45 100,00 101,18
1033661 35806 405630 117 968 36 624 240078 1869967 1772000
1,1808 00409 0.4633 01348 0,042 1 02742 2,136 1 2,0242
55,28 1,91 21,69 6,31 1,97 12,84 100,00 94,76
1157012 4106 569949 170 206 43034 273756 2218063 2140689
1,2329 0.004 4 0,607 3 01814 00459 02917 2,3636 2,2811
52,16 019 25,70 7,67 1,94 12,34 100,00 96,51
1352706 3615 693979 261 842 59852 381348 2753342 2695422
1,407 1 00037 07219 02723 00623 03967 28640 28038
49,13 013 2521 9,51 217 13,85 100,00 97,90
1713580 9603 726534 418138 66 227 470815 3404 897 3301905
1,7441 00098 07394 0,4256 0,067 4 04792 34655 3,3591
50,33 028 21,34 12,28 1,95 13,83 100,00 96,98
2085472 4201 852 591 432160 81576 538569 3994 569 3831713
1,9507 00039 0,797 5 04043 0.0763 05038 37365 35842
52,21 0,11 21,34 10,82 2,04 13,48 100,00 95,92
2441182 4240 893 102 463 577 104 313 678288 4584702 4624672
21737 0,0038 07952 04128 00929 0,6040 40824 41179
53,25 0,09 19,48 10,11 2,28 14,79 100,00 100,87
3180356 3145 1054533 469 766 98 760 839095 5645655 5844510
2,7101 00027 0,898 6 04003 0,084 2 0,7151 48108 49603
56,33 0,06 18,68 8,32 1,75 14,86 100,00 103,52
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