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ABOUT THIS REPORT

Board responsibility and approval

Prof. Malegapuru Makgoba
Interim Chairman

The Board, assisted by the Audit and Risk Committee and the Social, Ethics and Sustainability Committee, is
accountable for the integrity and completeness of the integrated report and any supplementary information. The
Board has considered the preparation and presentation of the integrated report and concluded that it is presented
in accordance with the International <IR> Framework. Reflecting on the reliability of information presented and
the completeness of material items discussed, and considering the combined assurance process followed, the Board
approved the 2021 integrated report and supplementary information on 23 August 2021.

Mn——e

Dr Pulane Molokwane
Chairman: Audit and
Risk Committee

N

Dr Banothile Makhubela
Chairman: Social, Ethics and
Sustainability Committee

Our mandate as South Africa's national electricity utility
is to supply stable electricity in an efficient manner, to
contribute to lowering the cost of doing business and
enable economic growth. We recognise that we have a
significant impact on the economy and the lives of South
Africans. We serve a diverse range of stakeholders, such
as our shareholder, customers, investors, employees,
suppliers, civil society, regulators and Government.

We aim to provide a transparent and balanced account
of how we create, preserve or erode value. Our value
creation model depicts how the generation, transmission,
distribution and sale of electricity create, preserve or
erode value by transforming inputs from each of the
capitals into electricity supplied to customers, as well as
considering the impact of our business on the six capitals.

Our value creation model is set out on pages 4 and 5

Approach to presentation

Our integrated report is based on the guiding principles
and content elements contained in the International
<IR> Framework, published by the International
Integrated Reporting Council (IIRC). Furthermore, we
have started addressing the recommendations of the
revised International <IR> Framework issued by the
IIRC in January 2021, even though these disclosures are
only required for reporting periods commencing from
January 2022.

The content is further guided by legal and regulatory
requirements, such as the Companies Act, 2008 and the
King IV Report on Corporate Governance for South
Africa, 2016, as well as global best practice, including
recommendations by the Task Force on Climate-related
Financial Disclosures (TCFD).

This integrated report reviews our financial, operational,
environmental, social and governance performance for
the financial year from | April 2020 to 31 March 2021,
as well as the outlook for the future. Unless otherwise
stated, all performance data in this report, both
financial and non-financial, relates to the 2021 financial
year. Significant events up to the date of approval have
been included.

This is our primary report to stakeholders, and is
aimed predominantly at providers of financial capital.
Nevertheless, the report seeks to provide information

to a wide range of stakeholders. We endeavour to
provide a balanced account of our performance, by
focusing on material matters, both positive and negative,
and considering qualitative and quantitative matters
material to our operations and strategic objectives,
which may affect our ability to create value. As part

of this process, we consider our strategic risks and
opportunities, as well as our operating context.

Our short-term turnaround objectives are used to
connect our use of and impact on the six capitals to

our strategy, material matters, strategic risks, key
performance indicators and performance. In our context,
short term means within one year after year end,
medium term within one to five years, and long term
more than five years.

Although we continue to strive for a more concise
report, our main aim is delivering a balanced, transparent
and complete account that delivers adequate information
on matters material to our ability to create value, and
issues of concern to stakeholders.

We strive to embed integrated thinking in our way of
doing business. It is applied by management, executives
and the Board, in that the various capitals and trade-offs
between them are constantly considered. An example
of such a trade-off is the impact of running costly diesel
turbines to ensure stability of the grid and provide
security of supply to customers, at the expense of
financial capital.

The information in this report covers the group
performance of Eskom Holdings SOC Ltd (Eskom) and
its major operating subsidiaries, unless otherwise stated.
For a full overview of our financial performance, the
integrated report should be read in conjunction with the
group annual financial statements.

The report is produced by a dedicated team from

the Group Finance Division, who work closely with
representatives of all areas of the business to obtain

the information presented in the report. The content of
the report relies heavily on the information reported to
the Department of Public Enterprises in Eskom's quarterly
report to the shareholder, as well as our strategic
Corporate Plan, both of which are approved by the Board.

Financial information is presented in South African Rand,
our functional and presentation currency. Figures are
taken from Eskom's group annual financial statements,
which are prepared in accordance with International
Financial Reporting Standards (IFRS). Non-financial data
is reported regularly to Exco and Board, and included in
the quarterly shareholder report.

The report content is guided by the material matters
determined as part of our preparation process. All content
is reviewed by subject matter experts from the business,
as well as Exco, the Audit and Risk Committee and the
Social, Ethics and Sustainability Committee, as well as

the Board, which assumes ultimate accountability for the
content, completeness and reliability of the report.

Assurance approach to improve credibility
The Audit and Risk Committee and the Board depend on
combined assurance to assess the adequacy of internal
controls and risk management processes.

Our Assurance and Forensic Department (A&F) provided
reasonable assurance on certain quantitative information,
and to a lesser degree, some qualitative aspects of

the report. The group's external auditors provided
external assurance on the sustainability key performance
indicators (KPIs) contained in the shareholder compact;
all but three of the KPIs scoped in for reasonable
assurance received an unqualified opinion.

The independent sustainability assurance report is included from page 139

The consolidated annual financial statements have been
audited by the group's independent auditors, SNG Grant
Thornton Inc, who issued a qualified opinion relating

to the completeness of irregular expenditure disclosed

in terms of the Public Finance Management Act, 1999
(PFMA). Except for this qualification, the consolidated
annual financial statements are fairly presented in terms
of IFRS. Furthermore, the independent auditors reported

a material uncertainty relating to Eskom's ability to
continue as a going concern. However, this does not
affect their opinion.

Our suite of reports

Our 2021 suite of reports are available online at
www.eskom.co.za/IR2021, and consist of the following:

Integrated report and supplementary information
The integrated report provides an overview of how
Eskom creates value by considering our value creation
model, strategy, risks and opportunities, performance
and outlook, as well as governance of these areas. It is
prepared in accordance with the IIRC's International
<IR> Framework. Supplementary information of interest
to a variety of stakeholders is available as fact sheets at
the back of the report. As noted earlier, A&F has verified
certain aspects of the report, and the external auditors
provided reasonable assurance on specific KPlIs.

Annual financial statements

Our independent auditors, SNG Grant Thornton Inc,
have audited the consolidated annual financial statements
of Eskom Holdings SOC Ltd, which have been prepared
in accordance with IFRS as well as the requirements of
the Companies Act, 2008 and the PFMA, 1999.

Sustainability report

This is our first standalone sustainability report.
Previously, we published a standalone environmental
report that evolved into an integrated report with the
adoption of integrated thinking. We consider it best
practice to publish a standalone sustainability report
due to our significant positive and negative sustainable
development impacts. The sustainability report
supplements and provides more detailed information on
our sustainable development impact than that provided
in the integrated report. The report is guided by the
reporting principles of the Global Reporting Initiative
(GRI). It also considers our contribution to the United
Nations' Sustainable Development Goals (SDGs).

Forward-looking statements

Eskom's group annual financial statements are available at
www.eskom.co.za/IR202|

Unless noted otherwise, information presented is
comparable to that of prior years, with no significant
restatements.

Preparation process

Mr Calib Cassim CA(SA), Chief Financial Officer, is
in charge of the preparation and presentation of the
integrated report and supplementary information.

Certain statements in this report regarding Eskom's business operations may constitute forward-looking statements.
These include all statements other than statements of historical fact, including those regarding the financial position,
business strategy, management plans and objectives for future operations. Forward-looking statements constitute
our current expectations based on reasonable assumptions, data or methods that may be imprecise and/or incorrect
and that may be incapable of being realised and as such, are not intended to be a guarantee of future results. Actual
results could differ materially from those projected in any forward-looking statements due to various events, risks,
uncertainties and other factors. Eskom neither intends nor assumes any obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or otherwise.

Future performance plans and/or strategies referred to in the integrated report have not been reviewed or reported
on by the independent auditors.
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IMPACT OF C#§VID-I9

As noted in our performance commentary for the six
months ended 30 September 2020, one of our identified
disaster risks materialised in March 2020 when the
World Health Organization declared the COVID-19
outbreak a pandemic. Exco met daily to assess the
situation. In the event of an emergency, our Emergency
Response Command Centre was able to mobilise with
immediate effect.

As an essential service, we were allowed to continue
operating at full capacity even during level 5 of South
Africa's national lockdown, with coal mines being
permitted to operate to supply power stations. Our
priority was the supply of electricity as an essential
service, and maintaining the safety of our people.
Employees were enabled to work at home since the start
of the national lockdown, with some staff returning to
work as restrictions were lifted.

Despite being allowed to operate, delays in executing
capital and generation maintenance projects were
experienced in the earlier stages of lockdown due to
restrictions on the movement of people and a drive to
contain the number of workers on site. Nevertheless,
we were able to execute some opportunity maintenance
to address critical issues across the generation fleet.
The most noteworthy impact on our business came
from the reduction in demand during the earlier levels
of the lockdown.

Our focus during the ongoing COVID-19 pandemic is
the health and well-being of our people, maintaining the
supply of electricity to support economic recovery and
supporting Government in containing the spread of the
virus. Despite our concerted efforts, we are devastated
by the loss of so many of our colleagues.

At 17 August 2021, Eskom had recorded 6 980
positive COVID-19 cases (including 43
reinfections), comprising 5 775 employees and

| 205 contractors, with 6 140 recoveries. Sadly,
128 employees and 17 contractors have succumbed
to the disease.

We have commented on the impact of the COVID-19
pandemic on our business to date throughout the report,
wherever appropriate.

Impact on staff

A change management and engagement plan was
developed to ensure employees, contractors,
communities, organised labour and other key
stakeholders are timeously informed and engaged, while
building resilience and driving behaviour modification

to address the COVID-19 pandemic. Employees are
equipped with accurate and reliable information to drive
appropriate behavioural change. Moreover, a number of
guidelines were developed by the Office of Eskom's Chief
Medical Officer and shared with employees.

In a short space of time, Group IT enabled a large amount
of our workforce to work remotely during the national
lockdown. Managers maintain contact with team members
working at home. Where they are able to, a large part of
our support staff are still working from home.

2 | INTEGRATED REPORT | 3

Eskom compiled a national lockdown register of critical
staff who were required to commute or live on site. This
register was submitted to the National Joint Operational
Centre overseeing the country's disaster management
response. Staff identified as essential on this register were
provided with permits to commute during the lockdown.

At the start of the national lockdown, the register
identified 10 554 essential staff who were required on
site on a daily basis; 15 213 critical staff were required

to remain at home on standby; and |9 162 employees
were not required to work on site, the majority of whom
could work from home.

To combat the effects of COVID-19, we continue to
institute appropriate measures to protect critical staff
and minimise the number of employees on site wherever
possible. Plans are in place to protect key operations
such as Koeberg Nuclear Power Station, National
Control, Telecoms Control, Apollo Converter Station,
Generation and Distribution control rooms, Resource
Management Centres and some Generation sites.

Operational impact

During the level 5 lockdown to the end of April 2020,
the daily peak demand on the power system reduced

by between 7 500MW and |1 000MW, as lockdown
restrictions and depressed economic conditions led

to a reduction in the average demand for electricity.
The reduction in average daily demand during level 5
was 5 680MW. During the level 4 lockdown period
during May 2020, the reduction in average daily demand
was 3 300MW. The System Operator had to curtail
generation capacity imports and wind generation at
night on several occasions, given the need to keep the
system stable. Given that there is limited scope to reduce
generation by renewable independent power producers,
we had to drastically reduce generation output to adjust
to the lower demand.

The slowdown of the economy amid the COVID-19
pandemic led to an unprecedented decline in sales
during the year. Sales of 191 852GWh were 6.7% lower
than the previous year (2020: 205 635GWh). Of the
reduction of 13 783GWh, 10 728 GWh is attributable to
the first half of the year. Due to the return to operation
of many sectors of the economy, the impact on sales

in the second half of the year was less severe. Sales
deteriorated year-on-year across every sector of the
economy, with the industrial, rail and international
sectors being most severely affected.

Despite green shoots emerging with the phased easing of
lockdown restrictions, the continued uncertainty around
COVID-19 is expected to continue threatening future
sales volumes, the cost of production and customers'
ability to pay. Demand is not expected to recover to
pre-COVID-19 levels in the short to medium term, due
to the long-lasting impact of the economic recession
experienced in 2020. Our Corporate Plan reflects largely
stagnant sales volumes of approximately 190TWh per
year for at least the next five years.

WHO WE ARE AND

OW WE CREATE VALUE

Value creation model 4
Understanding our business 6
Composition of our top leadership 10
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VALUE CREATION MODEL

MANDATE

To supply stable electricity in an efficient and sustainable manner,
to contribute to lowering the cost of doing business in South Africa

and enable economic growth

INPUTS

Finance
R18.9 billion Funding raised
R56 billion Government support

Infrastructure

46 466MW Nominal power station
capacity

399 546km Power lines and cables

Environment
104.87Mt Coal burnt
270 736ML Net raw water used

People
44 772 Employees (at 31 March 2020)
R820 million Training spend

Society and relationships
R67.4 million CSI committed spend
R1.8 billion DMRE electrification
funding

Know-how
Institutional knowledge
12 research Grand Challenges

Note that a selection of significant inputs and
outcomes are shown in the business model
Turnaround objectives
Operations recovery
Improve income statement
Strengthen balance sheet
Business separation

People and culture
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Nuclear
generation

We operate Koeberg
Nuclear Power Station,
Africa's first and only
nuclear power station

Generate electricity from
coal, optimally manage
asset performance

and leverage core
competencies to expand
the revenue base. Utilise
gas-fired stations owned
by Eskom and IPPs as
peaking capacity

Fossil
L fuel-based

generation

Values e o

Zero Harm

supplied by independent

Renewable
”@cg generation
<~

@

Renewable energy is (V)

power producers,
primarily in the

form of solar PV and
wind generation,

and by Eskom, using
hydroelectric and wind
generation

£ N ™
E|EIE Primary Energy

L —

Identify, source, procure and
deliver primary energy (coal,
water and limestone) of the
right quality, at the right time
and at optimal cost to our
power stations

—Q

Integrity Innovation

System
(_) Operator

Maintain the frequency
of the power system
at 50Hz, to balance
electricity supply and
demand in real time

Refer to page 42
for our top 10 key
performance indicators

o

Provide a reliable and
efficient transmission
network and energy
market services in South
Africa and neighbouring
markets

Distribution

Provide reliable energy
and related services to
our customers, enhance
the customer experience
and collect revenue

— Transmission

@ Products

191 852GWh
Electricity sales
distributors and

to

industrial, commercial,

international,

residential and other

customers

S/

Sinobuntu

S,

Customer
satisfaction

Waste and
by-products
30.84Mt Ash produced

71.35kt Particulate
emissions

206.8Mt CO, emitted

E/

Excellence

Supply of electricity

201 400GWh Generated by Eskom power stations

13 526GWh Supplied by IPPs
8 812GWh Imports from neighbouring countries

®

Energy available for distribution 219 423GWh

Not all elements of supply and demand are shown.

Electricity demand

178 355GWh Sales to 6 857 018 local customers
13 497GWh Sales to |l international customers

25 078GWh Technical losses, electricity theft and errors

Energy demand 219 423GWh

©

— OUTCOMES

Finance

¥ R102.7 billion Debt and interest repaid
A R204.3 billion Revenue

A R32.8 billion EBITDA

¥ R35.3 billion Municipal arrear debt

Infrastructure

A | 598MW New capacity from Kusile units

A 65.6km Transmission lines installed

A 750MVA Transmission transformer
capacity installed

A R24 billion Capital expenditure

Environment

Vv 80 Environmental legal contraventions

¥ 0.38kg/MWhSO relative particulate emissions
¥ 1.42£/kWhSO Specific water consumption

People

A 42 749 Employees at year end

¥ 0.22 Lost-time injury rate

V 10 Employee and contractor fatalities
A R32.9 billion Employee benefit expense

Society and relationships

A 802 635 CSI beneficiaries

A 106 669 Electrification connections
V 47 days Loadshedding

Know-how
¥ Tacit knowledge lost due to VSPs
A Appointment of key executive positions

A Positive outcome 'V Negative outcome

ﬁ

VA | s
2030 sn,
DP | GALS

RESPONSIBLE 13 CLIMATE
CONSUMPTION

ACTION
ANDPRODUCTION

3 St [ 5 S 6 S [l 8 o [l 9 henincoe W 15 iHina
Jeololalz]s
o o | i :
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UNDERSTANDING OUR BUSINESS

We transform inputs from the natural environment —
coal, nuclear fuel and diesel, as well as water and wind
—and use those to generate more than 90% of the energy
supplied to a wide range of customers in South Africa and
the Southern African Development Community (SADC)
region. To balance electricity supply and demand in real
time, our System Operator has to maintain the frequency
of the power system at 50Hz.

Eskom is one of the few remaining vertically integrated
utilities. We are connected to the Southern African
Power Pool (SAPP) through an interconnected grid,
which serves to support grid stability. We rely on SADC
members to maintain sufficient and reliable transmission
grids in their countries.

The foundation of our business is the generation,
transmission, distribution and sale of electricity,
supplemented by the construction of new power
stations and network infrastructure. Our core

divisions rely on support in the form of finance, human
resources, procurement, information technology,
telecommunications, strategy, risk and sustainability, legal
and compliance, and stakeholder relations. In support

of the electricity business, our subsidiary Eskom Rotek
Industries performs turbine and transformer repairs and
provides specialised construction and transport services.

Our operations

GENERATION CAPACITY

30 power stations

Total nominal capacity of 46 466MW
Base-load stations
Coal-fired stations 38 773MW
| 860MW
Mid-merit and peaking stations
2 724MW
600MW
OCGTs 2 409MW
Self-dispatching energy

Sere Wind Farm I100MW

Nuclear power

Pumped storage

Hydro stations

NETWORK CAPACITY
399 546km of high-, medium- and low-

voltage lines and underground cables

310 123MVA of transformer capacity

Our new build programme commenced in 2005, and
aims to cater for South Africa's future energy demand
by building new power stations and strengthening our
transmission grid. Two units at Kusile Power Station
were commissioned during the year as part of the
programme, while defects on other units are being

6 | INTEGRATED REPORT | 31 MARCH 2021

corrected under the Generation recovery plan. The
final unit of Medupi Power Station achieved commercial
operation on 31 July 2021.

Detailed information on our power stations, power lines and substation
capacities is available in the fact sheet on pages 136 and 137

Electricity supply industry

South Africa's electricity supply industry comprises

the generation, transmission, distribution and sale of
electricity, as well as the import and export thereof.
Eskom owns and operates most of the base-load and
peaking capacity, although the share of electricity
supplied by independent power producers (IPPs)
continues to grow, largely in the form of wind and solar
photovoltaic (PV) power.

Capacity added and energy supplied by IPPs are discussed from page 87 m

Under the Electricity Regulation Act, 2006 and the
National Energy Regulatory Act, 2004, the National
Energy Regulator of South Africa (NERSA) regulates the
industry by providing licences, regulatory rules, guidelines
and codes. NERSA also determines our revenue in
accordance with the Electricity Pricing Policy (EPP).

The National Nuclear Regulator (NNR) ensures that
Koeberg, our nuclear power station, complies with
nuclear safety standards, to protect individuals, society
and the environment against radiological hazards linked
to the use of nuclear technology.

Supply and demand of electricity
Electricity is supplied by Eskom's power stations, IPPs and
cross-border suppliers, to local and export customers.

Eskom generated 201 400GWh for the year, from the
following primary energy sources:

Source, GWh 2021 2020
Coal-fired stations 183 553 194 357
Nuclear power 9 903 13 252
Pumped storage stations 41795 5060
Hydro stations 1 387 688
Open-cycle gas turbines (OCGTs) 1 457 1 328
Wind 305 283
Total 201 400 | 214968

Furthermore, IPPs supplied 13 526 GWh, with another
8 812GWh being imported to supply customers.

A total of 178 355GWh was supplied to 6 587 018

local customers (2020: 190 446GWh), and 13 497GWh
to Il international customers (2020: 15 189GWh) in
Botswana, eSwatini, Lesotho, Mozambique, Namibia,
Zambia and Zimbabwe. Technical energy losses incurred
during the transmission and distribution process, and
losses due to electricity theft and errors consumed

25 078GWh (2020: 23 457GWh). There was a noticeable
increase in electricity theft during the national lockdown.

The number of customers, electricity sales volumes and revenue by
customer segment are set out in the fact sheet on page 138

Eel

Eel

Upington
o "

Acacia

Cape Town

o Gourikwa
Mossel Bay

Paimiet

ofumana

Richards Bay

- Not yet complete
- - - Possible future grid system
® Town

— Existing @ Thermal power station
@ Nuclear power station
@ Hydroelectric or pumped storage station

Wind

Gas power station
Interconnection substation
Future substation

We estimate that loadshedding and load curtailment of
large customers over the past year reduced our supply
by approximately | 034GWh, which equates to just
over 0.5% of total energy demand for the year (2020:

| 290GWh). Estimates from a study by Nova Economics
on behalf of Eskom indicate that 1% loadshedding (as
percentage of electricity sales) is associated with a 0.4%
decrease in GDP growth.

How we define the six capitals

We use resources comprising all six capitals set out

in the International <IR> Framework as inputs in our

business. As trade-offs are inevitable, creating value

in one area frequently leads to the erosion of value in
another. We have to ensure that our business remains
sustainable across all the capitals.

The constitution of each of the capitals is described
below, with more detail provided in the sections dealing
with each of the capitals.

Financial capital is fundamental to our sustainability as a
business. It comprises retained earnings, equity from our
shareholder and debt funding provided by lenders, a large
portion of which is guaranteed by Government. Lenders
and bondholders earn a return in the form of interest. We
are currently not paying dividends to our shareholder.

Manufactured capital comprises our power stations,
together with our transmission and distribution

networks. Our manufactured capital base is enhanced
by the commissioning of new units, as well as through
maintenance and capital refurbishment of existing
plant. That base is eroded in the process of generating,
transmitting and distributing electricity.

Natural capital is eroded by our utilisation of non-
renewable or scarce primary energy sources used to
generate electricity. These consist of coal, water, nuclear
fuel and diesel. The generation process produces waste
in the form of ash, gaseous and particulate emissions, and
nuclear waste, further eroding natural capital. We aim

to transition to a cleaner energy mix, mainly through the
increased use of renewable energy, to reduce our impact
on the environment. Our transmission and distribution
networks also have a negative impact on bird life in some
cases, although we strive to mitigate our impact on the
natural environment.

Our human capital is made up of our employees and
contractors, and their competencies, capabilities and
experience. Our focus on improving the racial, gender
and disability equity of our employee base continues. We
are actively working to reduce our headcount, given the
significance of employee benefit costs to our cost base,
while still maintaining the productivity of the workforce.
Human capital is enhanced through training and skills
development, although these efforts continue to be
hampered by our financial situation, as well as by many
employees working from home.
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UNDERSTANDING OUR BUSINESS continued

Social and relationship capital is based on interactions
with customers, suppliers, communities and the public

in general. We contribute by enabling economic growth
through the supply of electricity; constantly electrifying
new households in our licensed areas of supply; supporting
job creation, skills development, supplier transformation
and broad-based black economic empowerment (B-BBEE);
as well as improving the lives of many South Africans
through our corporate social investment (CSl) and socio-
economic development activities. That said, our power
stations also have a negative impact on the health of the
communities in which we operate, and a pilot project is
under way to consider how to mitigate the impact on air
quality. Strong stakeholder relationships remain critical to
our ability to create value.

Intellectual capital includes technology, comprising
telecommunications, information and operational
technology; organisational knowledge, systems, policies
and procedures; as well as research and innovation to
industrialise future technologies and improve current
operations.

Oversight and regulation

Our structure and regulation

How we are regulated

Eskom Holdings SOC Ltd is a state-owned company
(SOC) as defined in the Companies Act, 2008 and is
wholly owned by the South African Government.

Our mandate is to provide a stable electricity supply
in a sustainable and efficient manner, to assist in
lowering the cost of doing business in South Africa and
enabling economic growth. We perform a significant
developmental role in support of the National
Development Plan 2030 (NDP), by supporting job
creation, economic and skills development, B-BBEE,
transformation and other national initiatives. We also
support a number of the United Nations' Sustainable
Development Goals.

The Department of Public Enterprises (DPE) is our
shareholder ministry and sets our mandate. We are also
subject to oversight or regulation by a number of other
Government departments, Parliamentary committees
and regulators.

Eskom Holdings SOC Ltd

Support functions

Main subsidiaries

Group overview

Eskom Holdings SOC Ltd houses our electricity business
and also holds investments in subsidiaries. The Eskom
group comprises the operating company with its
subsidiaries and joint ventures.

We have operations across South Africa, with our head
office based in Johannesburg and administrative offices
in most major centres. Our local subsidiaries provide
strategic services to Eskom and our employees; we also
have a subsidiary based in Uganda. There have been no
changes to the group structure during the past year.

A new subsidiary to house the Transmission business will
be established during the 2022 financial year.

For more on the business separation project, refer to "Our strategic
context — Our strategy and turnaround plan” from page 43

Subsidiaries of Eskom
Eskom Enterprises SOC Ltd (EE) is an investment holding
company.

Escap SOC Ltd is a wholly owned insurance captive
company, which manages and insures the business risk
of Eskom and its subsidiaries. Escap has started insuring
other public entities to generate additional income and
reduce policyholder concentration risk, as part of its
long-term strategy to diversify its client base.

The shareholder has mandated the disposal of Eskom
Finance Company SOC Ltd (EFC) to realise cash from
non-core assets. An offer has been received for the

implementing CSI programmes on behalf of Eskom,
thereby improving the quality of life of communities
where we operate.

Full details of Eskom's equity-accounted investees and subsidiaries at
31 March 2021 are set out in notes || and 12 of the consolidated annual
financial statements

Subsidiaries of Eskom Enterprises

Eskom Rotek Industries SOC Ltd (ERI) provides lifecycle,
plant maintenance and technical support to Eskom's
electricity business.

Eskom Uganda Limited, a subsidiary of EE, operates

and maintains Nalubaale and Kiira hydroelectric

power stations in Uganda under a 20-year concession
arrangement that ends in 2023. The stations have a
combined capacity of close to 380MW. Eskom Uganda
supplied 1.5GWh, or about 30% of Uganda's energy, in its
financial year which ended in December 2020.

Pebble Bed Modular Reactor SOC Ltd (PBMR) is
wholly owned by EE. It remains in a state of care and
maintenance to preserve the intellectual property
created during operation. The Board awaits guidance
from the shareholder on the future of PBMR.

EE holds an effective interest of 69% in South Dunes
Coal Terminal Company SOC Ltd (SDCT), both directly
and indirectly through Golang Coal SOC Ltd. SDCT
owns rights to export coal through its participation

in the Phase V expansion of the Richards Bay Coal
Terminal (RBCT).
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Generatien sale of the company. Regrettably, the sale of EFC to the
preferred bidder was not approved by DPE. Other dormant subsidiaries of EE are in the process
of being wound up or liquidated.
S eeefoe 6 The Eskom Development Foundation NPC (the
Distribution P
Foundation) is a non-profit company under section 2| Contribution to financial performance
of the Companies Act, 2008. It is responsible for The contribution by the main group companies to
Transmission performance and financial position is shown below.
The Eskom business remains by far the most significant.
Eskom EE Eliminations Eskom
R million company group Escap EFC Foundation and other group
Revenue 204 326 9248 4410 585 - (14 243) 204 326
EBITDA' 31 836 332 2513 152 (2) (2018) 32 813
Under the PFMA, 1999 we are required to submit a Eskom is subject to numerous laws and regulations which Net (loss)/profit after tax (20 602) 67 2854 13 - (1 366) (18 934)
strategic Corporate Plan on an annual basis, setting out govern our operations, including conditions relating to
our strategic objectives, with plans and targets to achieve tariffs, activities, environmental compliance, expansion Toralassets 766 690 7544 18673 8 426 62 (19 747) 781 648
glc ob) ’ P g ’ ’ pliance, exp ’ Total liabilities 568 974 2689 8092 7046 65 (21 054) 565 812
those. We also agree on an annual shareholder compact procurement and human resources. Our licensing
with DPE, which tracks the KPIs that support our conditions place strict limits on plant emissions to limit Capital expenditure * 23015 172 - - - (348) 22 839

mandate and the strategic objectives under the Strategic
Intent Statement set out by DPE. Our latest annual
Corporate Plan covers the three-year period to 2024.

Performance against the 2021 shareholder compact is dealt with
comprehensively in the directors' report in the consolidated annual
financial statements. Throughout tables in the report, shareholder
compact KPlIs are denoted using *. Where relevant, these KPls are
included in the statistical tables, available as a fact sheet at the back of
this report, from page 128
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our environmental impact. Relevant laws and regulations
include the Electricity Regulation Act, 2006; Companies
Act, 2008; PFMA, 1999; National Treasury regulations;
National Environmental Management Act, 1998; National
Energy Regulator Act, 2004; National Nuclear Regulator
Act, 1999; Occupational Health and Safety Act, 1993;
Basic Conditions of Employment Act, 1997; Labour
Relations Act, 1995; Broad-Based Black Economic
Empowerment Act, 2003; and the Promotion of Access
to Information Act, 2000, among others.

|. EBITDA excludes fair value adjustments on financial instruments and embedded derivatives.

2. The company and group figures include DMRE-funded capital expenditure of R1.8 billion.

Comprehensive segment disclosure for Generation, Transmission, Distribution and other segments is provided in note 7 of the consolidated annual

financial statements
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Membership of Board committees

Audit and Risk Committee

Investment and Finance Committee
People and Governance Committee
Social, Ethics and Sustainability Committee

Board Strategy Committee

Denotes chairmanship of a committee
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Skills

Science, engineering and technology

Commerce and industry

Legal, governance and risk management

Finance, accounting and economics

Social and human sciences

I. PROF. MALEGAPURU MAKGOBA (68) 6. DRBANOTHILE MAKHUBELA (36)
Interim Chairman Independent non-executive director
Appointed to the Board in December 2017 Appointed to the Board in June 2017
MB ChB (University of Natal) M Sc Chemistry (University of Cape Town)
D Phil (University of Oxford) Ph D Chemistry (University of Cape Town)
2. MR ANDRE DE RUYTER (53) 7. MS BUSISIWE MAVUSO (42)
Group Chief Executive Independent non-executive director
Appointed to the Board in January 2020 Appointed to the Board in January 2018
LLB (Unisa) B Compt (Unisa)
MBA (Nyenrode University) Master of Business Leadership (Unisa)

3. MR CALIB CASSIM (49)
Chief Financial Officer 8. DR PULANE MOLOKWANE (44)
Appointed to the Board in July 2017 Independent non-executive director
Chartered Accountant (SA) Appointed to the Board in June 2017

Master of Business Leadership (Unisa) M Sc Applied Radiation Science and Technology

(University of North West)

4. DRROD CROMPTON (68) Ph D Chemical Technology — Environmental Engineering
Independent non-executive director (University of Pretoria)
Appointed to the Board in January 2018 .
BA (Hons) (University of Natal)
Ph D Humanities (University of Natal) 9. PROF. TSHEPO MONGALO (47)
.E Independent non-executive director
Appointed to the Board in December 2017
5. MS NELISIWE MAGUBANE (55) LLM Commercial Law (University of Cambridge)

Independent non-executive director Ph D Commercial Law (University of Cape Town)

Appointed to the Board in January 2018 .

B Sc Electrical Engineering — Heavy Current (University of Natal)
Postgraduate Diploma in Business Administration (University of
West London)

MBA (Milpark Business School)

Ages are shown at 3| March 2021.

Qualifications listed are not exhaustive. Refer to pages 123 and 124 for full details of directors' qualifications and active directorships @\

Racial diversity Gender diversity Age diversity

7/
'HUR ACI (78%) ﬂ Femaﬂ(44%)
2 w5

nun White (22%) Male (56%)

1%
30-39
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EXECUTIVE MANAGEMENT
OMM'TTEE AT 31 MARCH 2021

I. MR ANDRE DE RUYTER (53) 6. MS NERINA OTTO (49)
Group Chief Executive Acting Group Executive: Legal and Compliance
Appointed to Exco in January 2020 Appointed to Exco in December 2020
| year in Eskom 23 years in Eskom
LLB (Unisa) LLB (University of Natal)
MBA (Nyenrode University) Master of Law (University of Johannesburg)
2. MR CALIB CASSIM (49) 7. MS ELSIE PULE (53)
Chief Financial Officer Group Executive: Human Resources
Appointed to Exco in July 2017 Appointed to Exco in November 2014
19 years in Eskom 23 years in Eskom
Chartered Accountant (SA) BA (Hons) Psychology (University of Pretoria)
Master of Business Leadership (Unisa) M Sc Business Engineering (Warwick University)
3. MR)JAN OBERHOLZER (62) 8. MS JAINTHREE SANKAR (49)
Chief Operating Officer Acting Chief Procurement Officer
Appointed to Exco in July 2018 Appointed to Exco in March 2021
28 years in Eskom (including from 1983 to 2008) 27 years in Eskom
B Sc Electrical Engineering (University of Pretoria) B Com (Hons) Business (Unisa)
Master of Business Leadership (Unisa) MBA Sustainable Business (University of Southern Queensland)
Executive Program (University of Michigan) Master of Project Management (University of Southern

Queensland)

4. MS FAITH BURN (52) 9. MRVUYOLWETHU TUKU (45)
Chief Information Officer Group Executive: Transformation Management Office
Appointed to Exco in May 2020 Appointed to Exco in July 2020
<[ year in Eskom <I year in Eskom
M Sc Mathematics (University of Johannesburg) B Sc Electrical Engineering (University of Cape Town)
Master of Business Leadership (Unisa) MBA (University of Witwatersrand)

5. MS NTHATO MINYUKU (42)
Group Executive: Government and Regulatory Affairs
Appointed to Exco in October 2020
<I year in Eskom

B Architectural Studies (University of Witwatersrand)
Master of City Planning and Urban Design (University of Ages are shown at 3| March 202I.
Cape Town)

Qualifications listed above are not exhaustive. Refer to pages 124 and 125 for full details of Exco members' qualifications and active directorships

Skills Years in service Racial diversity Gender diversity Age diversity
Science, engineering and technology 1%
60 - 69

Commerce and industry

4

Legal, governance and risk management 21 - 30 years

56%
40-49

33%

7 Y/ \ 5
0 II II ACI (78%) Female (56%)
Finance, accounting and economics 2 50-59
Social and human sciences . I

! 11 1) White (22%) “ Male (44%)

11 —20 years
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CHAIRMAN'S STATEMENT

Over the past few years, Eskom has focused on cleaning up
governance issues, containing costs and re-energising the
business, which has set a firm foundation for growth. At
the same time, management has focused on strengthening
the financial position through demand stimulation,

cost curtailment and efficiencies and limiting capital
expenditure. The Board has supported actions to pursue

a cost-reflective price of electricity. The equity injection
from Government, which commenced in the 2020 financial
year, assisted in addressing liquidity challenges.

Although the COVID-19 pandemic added to the
challenges of implementing Eskom’s turnaround plan,

the country’s collective response to the pandemic
underlined the ability of South Africans to rally towards a
common sense of purpose in responding to a crisis. This
expression of the culture of Ubuntu is what is required
to transcend the electricity crisis that is hampering the
country’s efforts to stimulate economic growth.

The prevailing global trends towards digitisation,
democratisation, decentralisation and decarbonisation
of electricity supply need to be borne in mind on the
path ahead. There is a growing movement towards
agile and scalable electricity solutions with a negligible
impact on the economy, which respond effectively to
the climate crisis and simultaneously foster socio-
economic development. Eskom intends to participate
in these solutions.

Strategic context

Unless we act now to take decisive steps, a continued
electricity supply shortfall of up to 6 000MW may be
expected over the next five years, as old coal-fired
power stations reach their end of life. To close this gap,
Government has announced a 2 000MW emergency
procurement programme and fast-tracked the process
to purchase an additional || 800MW of capacity, in line
with the Integrated Resource Plan 2019 — the guiding
document for the growth of a low-carbon future for the
South African electricity sector.

While it is Government’s intention to close the capacity
gap as soon as possible, it is becoming evident that
adding the planned capacity over the medium term alone
will not be enough. New approaches, fresh policies and
innovative strategies are required to close this gap in the
shortest possible time. An integrated and coordinated
approach by all stakeholders is required.

To supplement capacity, Eskom will continue its intensive
maintenance of power stations, improve on emissions
compliance and complete the construction of the Medupi
and Kusile Power Stations.

DMRE will, in collaboration with other relevant entities,
rapidly develop and deploy new, clean sources of
electricity by procuring more generation capacity, and by
opening up the power system even further to renewable
energy sources such as wind and solar.

Government will continue to support Eskom’s financial
sustainability by leveraging the country’s existing
infrastructure and capabilities to reposition Eskom as a
pivotal platform in the future electricity supply industry.

Furthermore, Eskom will continue its restructuring

to enable the legal separation of its line divisions.
December 2021 has been set as the target date for

the establishment of a separate legal entity for the
Transmission business, with the objective of establishing
an independent Transmission System and Market
Operator.

Government is intensifying its efforts to implement

a market code and new tariff structure to ensure
reliability and fairness. This will also address the need
of generators and customers to trade with each other
over the network. Eskom will work closely with DMRE,
NERSA and industry to shorten the lead-time for new
connections, although funding constraints may cause
delays.

DMRE is addressing regulatory, technical and commercial
requirements to allow privately-owned producers

of electricity to feed any excess into the grid, with a
maximum of [00MW consideration. Similar liberalisation
rapidly unlocked additional capacity in other countries,
up to 7.2GW in the case of Vietnam.

Eskom and the shareholder are keenly aware of the
global move towards cleaner and sustainable ways of
producing electricity, to avert the dire consequences

of climate change caused by human activities. By 2020,

I 200 institutions had already divested trillions of dollars
from the fossil fuel industry, and both international and
local banks have announced their intentions to withdraw
funding from fossil fuel plants. Many of Eskom’s largest
technical partners are following suit and have indicated
their intentions to move away from coal-based projects
towards renewable energy. The appetite to finance future
coal-fired power stations is waning.
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CHAIRMAN'S STATEMENT continued

Opportunities for Eskom

Nevertheless, these challenges also create exciting
opportunities for Eskom. As coal-fired generation
capacity is retired, Eskom can pivot to the large-scale
rollout of cleaner and greener electricity. The availability
of green financing highlights the global support for
decarbonisation, and supports the addition of significant
capacity to address the generation shortfall.

South Africa has an opportunity to re-energise the
manufacturing sector by implementing smart industrial
policies to take advantage of the large-scale construction
required. This will create new job opportunities to
manufacture components needed for renewable power
generation equipment. Government is laying the
groundwork for such policies, which could form the
bedrock of a new stimulus package for the hard-pressed
industrial sector.

South Africa is a proud signatory to the Paris
Agreement on Climate Change and is fully committed
to meeting its local and global obligations in terms of
the treaty, a commitment which Eskom fully supports.
In November 2021, the nations of the world will meet
at the COP 26 summit in the United Kingdom to assess
the progress on the fight against climate change and to
develop strategies for the future. This is an opportunity
for South Africa to highlight its contributions, including
the initiatives aimed at a Just Energy Transition.

As Eskom moves away from its reliance on coal, it will
shift its focus to the implementation of the Just Energy
Transition. This also considers the impact of decisions on
workers in the coal industry and communities invested in
the coal value chain and associated economies. Eskom, by
virtue of the size of its operations, plays a central role in
facilitating such a transition, while also ensuring equitable
access to affordable electricity for all South Africans.

Eskom has already established a presence in the
renewable energy space. It intends to play a leading
role by facilitating the connection of renewable energy
through an expanded and strengthened grid, and by
participating in the building of renewable energy, as the
country transitions towards a low-carbon future.

To fulfil this mandate, Eskom will pursue strategies
and mechanisms such as partnerships with the private
sector to build at least half of the renewable capacity
envisaged in the Integrated Resource Plan between now
and 2030. Eskom will work with key stakeholders to
ensure this commitment can be delivered effectively
and efficiently. Furthermore, Eskom will collaborate
with private sector partners to engage with DMRE

to provide the required determinations to Eskom
consortiums, as well as with NERSA to accelerate the
processing of licence applications.
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Solving Eskom’s financial challenges

The unsustainable debt burden threatens the survival

of the business, and also weighs heavily on the national
fiscus, under severe pressure from the COVID-19
pandemic. The Eskom Compact signed by labour,
business and Government at Nedlac is an important
step to addressing the debt burden, and provides the
foundation for future initiatives. Both Eskom and the
Government acknowledge concerns raised regarding the
utilisation of workers’ pensions to address Eskom’s debt.

It is clear that the electricity tariff dispensation must
reflect efficient costs that Eskom incurs in the production
of electricity and further, allow for a fair return. Without
such measures, the equity support that Eskom requires
from taxpayer funds over the next five years would not
be reduced. There is consensus that electricity tariff
increases above inflation is painful, especially at this
point in the country’s economic trajectory. However,
users have to pay for the services that they consume
without burdening the broader taxpaying community. By
implementing targeted policies and possibly, sector-
specific subsidies, the impact of tariff increases on critical
sectors can be alleviated, and the effect of a move to
cost-reflective tariffs mitigated. Without doubt, cross-
subsidisation of the tariff should be phased out.

There are continuous engagements among Government
and various stakeholders to find a sustainable solution to
the perennial problem of municipal debt owed to Eskom.
Instead of primarily turning to the courts, collaborative
discussions have taken place between various
stakeholders in recent months. An active partnering
model is being implemented in struggling municipalities
to assist local authorities, with Eskom stepping in to
maintain and operate municipal distribution systems.

Conclusion

By taking bold steps now, we will create a future in which
South Africa has the electricity required for economic
growth, and where we can leverage our vast endowment
of renewable energy sources to ensure a cleaner
environment and create employment in a thriving and
competitive electricity industry.

| would like to extend my sincere condolences to
the family and friends of the late Mr Jabu Mabuza and
Dr Baldwin Ngubane, who served Eskom and our
country very well. The loss of men such as these is
devastating.

As always, we remain grateful for the support of our
stakeholder representative, the Honourable Minister
Pravin Gordhan, as well as Government’s continued
support of Eskom.

Prof. Malegapuru Makgoba
Interim Chairman

PROGRESS ON GOVERNANCE CLEAN-UP

The Board has expressed its commitment to rooting

out fraud and corruption and addressing issues related

to past corporate governance breaches, in order to
restore Eskom's reputation as a trusted corporate citizen
and further, to improve the organisation's financial and
operational sustainability.

Our response to this challenge centres on the following

key areas:

* Implementing proactive lifestyle audits and reviews of
conflicts of interest based on risk analysis

 Strengthening ethics and anti-fraud frameworks and
enhancing the focus on consequence management

* Instituting disciplinary charges against employees and
suppliers, and pursuing criminal and civil legal action
where appropriate

* Enhancing PFMA and commercial governance
processes to ensure robust scrutiny and address
irregular expenditure

Lifestyle audits and conflicts of interest
Phase one

Last year, we reported that we had completed 383
lifestyle audits on executives and senior managers. Of
these, 34 high-risk cases were handed over to the Special
Investigating Unit (SIU) for further investigation, with the
following progress achieved by year end:

HIGH-RISK LIFESTYLE AUDITS

8 cases referred back to Eskom for disciplinary
action (including one resignation after referral)

7 employees resigned 6 in the process of
during the investigation  referral back to Eskom
for disciplinary action

I employee dismissed 7 no adverse findings
5 still under investigation by the SIU

The SIU will continue its investigation into cases involving
criminal conduct and, where appropriate, institute civil
proceedings to recover losses incurred by Eskom, even
where implicated individuals have resigned from Eskom.

Phase two

In November 2020, data analytics was conducted on all
employees below executive and senior management level,
revealing that approximately 3 800 employees, or 8.6%
of the target group, had not declared business-related
interests or applied for permission to perform private
work, despite being active shareholders and directors
according to records from the Companies and Intellectual
Property Commission (CIPC) and other databases.
Disciplinary processes have been conducted, with
approximately 88% of matters concluded by year end.

In response to these findings, we have upgraded our
conflict of interest declaration system to link directly
to various databases, such as the CIPC and Eskom's
vendor management system, to proactively identify
unethical conduct. The upgrade was implemented from

I April 2021, and ensures that conflicts of interest are
identified immediately and escalated to the Ethics Office
and management for remedial action.

Where sufficient evidence implicates employees, we
will continue to take appropriate action to ensure that
employees maintain the highest ethical standards in the
performance of their duties.

Data analytics has also been conducted on 73 corporate
specialists and corporate professional employees at
executive level who were not included in the first

phase of the lifestyle audits. Seven high-risk cases were
identified. Detailed lifestyle audits will be conducted once
an independent service provider has been appointed,

to determine the extent to which disciplinary action or
legal proceedings is required. Lifestyle audits will also
be extended to include all newly appointed executives.
The implementation of the Protection of Personal
Information Act, 2013, effective from | July 2021, has a
material impact on the scope of work; a legal opinion is
being sought before it commences.

Ethics, fraud and consequence management
We are making good progress with the implementation
of the Fraud Risk Management Plan, to maximise fraud
prevention and enhance good corporate governance
practices. The Anti-Fraud and Corruption Integration
Committee monitors the implementation of this plan
and ensures integration between forensic, legal, ethics,
industrial relations and supplier review functions, with
progress reported to Exco and the Audit and Risk
Committee (ARC) on a regular basis.

During the year, our fraud prevention and whistle-
blowing policies were revised to enforce our zero
tolerance approach to fraud, strengthen our whistle-
blowing processes and ensure compliance with changes
to relevant legislation. Furthermore, a whistle-blowing
procedure has been developed to provide step-by-step
guidance to report incidents of unethical behaviour
through an independent, confidential hotline. As an
additional measure, we also encourage reporting through
DPE's whistle-blowing channels.

Ethics and fraud awareness programmes have been
enhanced and remain mandatory for all employees.

To complement these, anti-fraud training has been
developed for managers and supervisors to ensure that
they understand their roles and responsibilities in the
management of risks associated with fraud, corruption
and irregularities. Fraud awareness for suppliers was also
implemented during the year.

Our Assurance and Forensic Department (A&F) and
Human Resources Division are collaborating to improve
consequence management and disciplinary processes.
Feedback on disciplinary cases is reported regularly to
executive management. Disciplinary action is monitored,
particularly where line managers and supervisors have
decided not to take action against an employee despite
findings from an investigation.
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PROGRESS ON GOVERNANCE CLEAN-UP continued

Investigations and disciplinary action

FORENSIC INVESTIGATION

798
incidents reported through whistle-blowing channels

105
new cases registered for investigation

46
forensic investigations concluded

10 17 19
fraud corruption irregularities

80
employees recommended for disciplinary action

238
cases under investigation at year end, relating to
current and prior years

disciplinary cases
155 21
cases completed cases still in progress

74
employees resigned during disciplinary processes

28
employees dismissed due to fraud and corruption

86
cases recommended for criminal prosecution

72 14
SAPS cases registered cases being registered

In addition to the 46 forensic investigations concluded
during the year, a further 77 cases were closed following
a comprehensive review of all active cases. Seventeen

of these cases were referred to management by A&F as
the issues relate to matters that management has the
authority to deal with. The remaining cases were closed
following a preliminary investigation, where there was
insufficient information to support the allegations or
where allegations were considered unfounded.

Our forensic investigations have revealed similar themes
to previous years, with instances of undeclared conflicts
of interest, failure to obtain permission to perform
private work, leaking of confidential information as well
as general procurement irregularities. Non-compliance
with Eskom's policies and procedures remains the most
prevalent root cause.

Reporting and investigation of these and other matters
continue, with appropriate disciplinary processes being
instituted. A&F has recommended control enhancements
in affected areas to prevent recurrence. Cases are
registered with the South African Police Service (SAPS)
where allegations of fraud and corruption are confirmed.

As reported previously, we have re-established the
Supplier Review Committee to ensure appropriate
disciplinary action is taken against suppliers where
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non-compliance with procurement and supply chain
management procedures has been identified. However,
progress remains slow due to a backlog of cases.

In December 2020, the Group Chief Executive (GCE)
issued an anti-fraud communication to all employees,
which affirmed the responsibility of each employee
to prevent fraud, corruption and irregularities in the
workplace.

“As we continue to fight the scourge of fraud, corruption and
irregularities, we need to do more to drive accountability across
the business. This is such a serious matter and so critical to our
sustainability as an organisation that we have decided not only to
take action against those who have transgressed our policies, but
also against those who failed to supervise and monitor compliance
with our policies and procedures.

Guardians, | urge you to familiarise yourselves with our Code

of Ethics as well as Eskom's prescribed policies, procedures and
directives, particularly those that enable you to execute your
responsibilities. Our Ethics Office and A&F have established ethics
and fraud awareness programmes, which are compulsory for
employees. These programmes equip you with important guidance
on how to prevent and manage risks associated with fraud,
corruption and irregularities in the workplace. It is important

to know that we all have a role to play in eradicating fraud and
corruption in our organisation. | encourage you to step up and
play your role.”

André de Ruyter
Group Chief Executive

Major investigations

External investigations into major cases of suspected fraud
and corruption involving former employees, directors and
suppliers continue. These are discussed in more detail
below. We continue to provide the necessary support to
law enforcement authorities to investigate any concerns and
violations of the law. Wherever possible, we seek recovery
of financial losses using criminal and civil processes.

We issue media statements to the public and report
progress on these and other matters to the Standing
Committee on Public Accounts (SCOPA) on a regular basis.

It is important to note that criminal convictions and
recovery of financial losses are dependent on successful
prosecution by law enforcement agencies and the justice
system. Regrettably, this remains a lengthy process,
resulting in slow progress on various matters.

Investigations into former Board members
and executives

Two former senior employees, Mr Frans Hlakudi

and Mr Abram Masango, were arrested in

December 2019 and appeared in court on corruption-
related charges involving Tubular Construction Projects
(Pty) Ltd. In May 2021, the High Court issued an order in
terms of the Prevention of Organised Crime Act, 1998,
which allowed the National Prosecuting Authority to
freeze RI.4 billion in assets relating to the defendants.

BACK TO MENU e

We are also pursuing civil recovery of approximately R3.8 billion relating to a prepayment to Tegeta Exploration and
Resources (Pty) Ltd. The defendants include seven former executives and directors, as well as the former Minister of
Mineral Resources, Mr Mosebenzi Zwane, brothers Ajay, Atul and Rajesh (Tony) Gupta, and Mr Salim Essa.

In light of several notices and interlocutory applications filed by the defendants, Eskom's attorneys have requested that
the matter be placed under case management. A judge has been appointed.

Financial recoveries from suppliers

Background

Progress

Optimum Coal Mine (Pty) Ltd

Eskom submitted a total claim of R5.6 billion, including penalties, due to
breach of the coal supply agreement. This was subsequently reduced to
R1.3 billion after an arbitration ruling.

A business rescue plan has been adopted. Due to financial constraints,
the full amount is not recoverable. Eskom is expected to receive
approximately R255 million over a five-year period.

Tegeta Exploration and Resources (Pty) Ltd
Eskom submitted a claim of R359 million for post-business rescue
penalties for failure to supply coal from the Brakfontein Colliery.

In February 2020, the SIU secured a High Court order to set aside the
underlying coal supply agreement on the basis that it is unlawful and
invalid. The SIU instituted legal proceedings against Tegeta to repay
Eskom approximately R734 million incurred under the agreement.

Trillian Management Consulting (Pty) Ltd

As reported previously, Eskom initiated liquidation proceedings against
Trillian to recover approximately R595 million in unlawful payments on
the pretext of it being a supplier development and localisation partner
to McKinsey. The High Court ordered Trillian to repay Eskom in
October 2019, however, no amount has been received to date.

It is uncertain whether the full amount is recoverable. SARS is also a
party to the liquidation proceedings and has a preferential claim of
approximately R600 million in unpaid taxes.

Deloitte Consulting (Pty) Ltd

As reported previously, Eskom instituted legal proceedings against
Deloitte to recover R207 million arising from a contract awarded
irregularly, in the absence of an open and competitive tender process.

A settlement agreement was reached. We received RI50 million plus
VAT in full and final settlement in May 2020.

PwC South Africa

Eskom is pursuing recovery of approximately R108 million in unlawful
payments through a risk-based contract intended to realise savings on
capital projects.

In March 2021, we applied for a High Court order to declare the
contract unlawful, unconstitutional and invalid. PwC is opposing the
application.

Impulse International (Pty) Ltd

As reported previously, Impulse International has instituted legal
proceedings against Eskom for damages of approximately R83 million
due to termination of contracts which Eskom deemed unlawful.

We are pursuing a court order to set aside the contracts and recover
all payments previously made to Impulse International. A court date is
awaited. We are working with the SIU and the National Prosecuting
Authority, who are also conducting investigations into Impulse
International and the former Eskom employees involved.

Econ Oil and Energy (Pty) Ltd

In December 2020, an external forensic investigation identified possible
overcharging of approximately R1.2 billion by Econ Oil from 2012

to 2017.

In addition, we disputed the validity of the contract for the supply of
fuel oil from Econ Qil due to corruption and manipulation of tender
processes.

In February 2021, the Supplier Review Committee temporarily
suspended Econ Oil from Eskom's supplier database for six months.
If Econ Oil cannot provide any evidence to support a case for
reconsideration, it will be deregistered for 10 years and National
Treasury will be notified to blacklist Econ Oil from contracting with
other organs of state.

We have instituted arbitration proceedings to recover the
overpayments, however, Econ Qil is opposing the application.

A pre-arbitration meeting is planned, where dates for the hearing
will be agreed.

In January 2021, we applied to the High Court for judicial review of the
fuel oil contract. Econ Oil opposed the application. In June 2021, the
High Court reviewed and set aside the contract and ordered Econ Oil
to pay the associated costs. Econ Oil applied for leave to appeal the
judgment, however, the application was dismissed by the High Court
in July 2021.

In June 2021, Econ Oil launched a High Court application to review
and set aside the decision of the Supplier Review Committee. We are
opposing the application.

Contractor overpayments

Eskom and the SIU are reviewing contractual claims and potential
overpayments to a number of contractors involved in the construction
of Medupi and Kusile Power Stations, particularly where it is suspected
that there may have been collusion between Eskom employees and
contractors.

Upon conclusion of the investigations, we will institute recovery
processes and pursue convictions where necessary.

ABB South Africa (Pty) Ltd
ABB made a voluntary disclosure in respect of overpayments relating to
the Kusile project.

In December 2020, ABB repaid approximately R1.56 billion. We are
working with the SIU to set aside another contract that was irregularly
awarded to ABB.
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PROGRESS ON GOVERNANCE CLEAN-UP continued

Improvements to address irregular
expenditure

Eskom has received a qualified audit opinion for the
previous four financial years. The auditors have again
qualified their opinion, as they could not rely on the
completeness of information relating to irregular
expenditure in the 2021 annual financial statements.

Disclosure of irregular expenditure in terms of the PFMA and the basis
on which the audit opinion was qualified is set out in note 52 in the
consolidated annual financial statements and the independent audit report

In terms of National Treasury Instructions No. 02 and
03 of 2019/2020, Eskom's centralised Loss Control
Department has been established and the recruitment
processes have been concluded. We have revised

our PFMA reporting procedures to ensure that all
assessments of and investigations into occurrences

of irregular expenditure and fruitless and wasteful
expenditure will be performed by this department from
I April 2021. In conjunction, training and awareness on
the revised PFMA reporting procedures and guidelines
are being implemented and are mandatory for all
managerial and executive employees.

During the year, our Procurement and Supply Chain
Management Department implemented several initiatives
to reduce the occurrence of irregular expenditure,
including:

» Establishment of a weekly functional leadership
steering committee, chaired by the Chief Procurement
Officer (CPO), to monitor progress and challenges on
PFMA-related matters and procurement plans

* Appointment of procurement heads in Generation,
Transmission and Distribution to establish contract
management offices and improve the quality, accuracy
and completeness of PFMA reporting
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« Continuous review and monitoring of purchase
orders and procurement plans in accordance with
revised procurement procedures to limit the abuse
of low-value procurement mechanisms, such as local
purchase orders, and to identify potential contracting
opportunities. Local purchase orders allow for
procurement of good and services for less than
R30 000 without a contract. At year end, the number
of local purchase orders have declined to 29 221
(2020: 39 552)

¢ Collaboration with A&F and the Loss Control
Department to investigate procurement- and PFMA-
related issues identified through reviews, complaints
and whistle-blowing mechanisms

¢ Monitoring of internal condonation processes as well
as condonations submitted to National Treasury

In addition, we reviewed all contract modification
applications that were not approved by National Treasury
to identify any potential deviations and irregularities that
might occur, and to introduce interventions to prevent
recurrence. Consequence management and condonations
relating to procurement transactions form part of our
PFMA reporting.

Regrettably, progress in obtaining condonations from
National Treasury has been slow for a number of years.
We are working with DPE and National Treasury to
ring-fence historical irregular expenditure to minimise
the continued impact on our annual financial statements,
which demonstrates National Treasury's commitment
to prioritise the close-out of outstanding irregular
expenditure requiring their approval. At 31 March 2021,
the closing balance of irregular expenditure stands

at over R37 billion. Towards the end of the year, we
received notice of condonation of 296 transactions
valued at R9.5 billion, with further condonations
expected in the coming financial year.

Improvements to commercial governance

processes

The focus for this year has been the development and

implementation of a procurement roadmap to improve

procurement processes and contract management by:

* Reducing the number of cancellations of published
tenders

* Improving compliance with implementation of
procurement plans

* Enhancing contract performance and project budget
monitoring

* Reducing the number of contract modifications
exceeding thresholds

The procurement roadmap was submitted to National
Treasury and DPE in September 2020, in accordance with
the conditions of the Special Appropriation Act, 2019.
Feedback is reported on a regular basis.

The cancellation of published tenders now has to be
approved by the delegated authority that approved the
procurement strategy, leading to a reduction in the
number of tender cancellations. VWWe monitor contracts
expiring within three to twelve months to ensure that
there is adequate preparation for new contracts in
divisional procurement plans. Procurement plans for the
coming financial year were finalised in March 2021.

Reporting on contract performance covers a range of
contract events including claims, compensation events,
deviations, insurance events and delays. We have

also enhanced the scrutiny of contract modification
applications prior to approval.

Reportable irregularities raised by the
external auditors

In terms of section 45 of the Auditing Profession Act,
2005, the external auditors are required to report
any reportable irregularities (Rls) to the Independent
Regulatory Board for Auditors (IRBA), and only then
report the matter to Eskom, affording management an
opportunity to respond to and/or rectify the matter.

Contract modifications

Contract deviations and expansions are regarded as
an exception to the norm for the procurement of
goods, works and services. When these mechanisms
are used, robust reviews are conducted to ensure
that the procurement principles of fairness, equity,
competitiveness and transparency are not compromised
and that the mechanisms comply with all applicable
regulations. To achieve this, a valid justification is
required and applications must be approved by the
relevant delegated authority.

Reviews are conducted on a monthly basis. All qualifying
modification applications are scrutinised by the CPO
prior to submission to National Treasury. Trend analysis
of deviations and expansions is conducted and reported
to the functional leadership steering committee and
Exco's Tender Committee on a monthly basis, and to
Exco and the Board on a quarterly basis.

We ensure frequently engage with National Treasury

to address any concerns that may arise, and to ensure
that all conditionally approved applications have

been addressed accordingly. No late or retrospective
applications are entertained — in most cases that is an
indication of circumventing approved procurement plans.

Due to these interventions, the number of applications
submitted to National Treasury has decreased. A total of
32 deviations and 55 expansions were submitted during
the year (2020: 64 deviations and 55 expansions). Trends
indicate a reduction in inefficiencies and an improvement
in compliance with procurement plans.

©

Details of Rls reported, as well as the action taken and status of the
respective matters, are discussed in note 53 in the consolidated annual
financial statements
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OUR GOVERNANCE FRAMEWORK

Department of Public Enterprises

Eskom's mandate is based on the shareholder's Strategic Intent Statement.

Our annual performance is measured against the shareholder compact

Eskom Holdings SOC Ltd

King IV™ and our Code of Ethics, “The Way”, guide the way we do business

Board of Directors

1
]

Executive Management Committee

¢

Audit and Risk
(oversight of internal and
external audit)

Nuclear Management

Investment and Finance

Operating

People and Governance

Regulation, Policy and Economics

Social, Ethics and Sustainability

Risk and Sustainability

Strategy

Capital

Information and Technology

Tender

Divisional boards
Generation

Transmission

Distribution

Turnaround

For information on the Board and its
committees, refer to “Feedback on Board
activities” from page 25

Our governance framework provides the roadmap

for achieving our strategic priorities within legislative,
regulatory and policy requirements. Clear accountability
for decision-making is assigned through our delegation of
authority (DoA) and materiality frameworks, which guide
the referral of matters to divisional boards, executive
committees and the Board, and from there to DPE and
National Treasury, if required.

Governance of the group and the responsibility for
promoting good corporate citizenship is vested in the
Board, and supported by several committees. The
powers of the Board and our shareholder are defined

in Eskom's Memorandum of Incorporation (MOI). With
the exception of the GCE and the Chief Financial Officer
(CFO), the Board is composed entirely of independent
non-executive directors.
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For information on Exco and its subcommittees, refer
to “Executive Management Committee” on page 36

Eskom's functional and legal separation
is discussed under “Our strategic
context"” from page 37

Exco is established by the GCE and is accountable for
executing the strategy set out by the Board, as well as
exercising executive control over day-to-day operations.

Refer to pages 10 to |3 for the composition of the Board and Exco, as
well as information on skills as well as racial, gender and age diversity

Divisional boards for Generation, Transmission and
Distribution were established in March 2020 to enhance
internal governance structures and accountability, as the
first step to functional separation. The divisional boards
do not constitute a board of directors in accordance with
the Companies Act, 2008, but function as operational
boards, until the planned legal separation of Eskom is
concluded.

[

KING V™ APPLICATION

We conduct an annual assessment of the overall
effectiveness of the implementation of the principles
and practices contained in King IV™. In our 2020
integrated report we included detailed information

on our application of King IV™. As the principles that
were considered to be implemented effectively at that
time continue to remain effective, this report focuses
mainly on the initiatives under way to address the focus
areas identified in last year's assessment, as well as key
governance developments during the year.

Refer to pages |9 to 21 of our 2020 integrated report for more detailed
information on the application of the King IV™ principles

King IVT™ assessment and focus areas

Based on our most recent assessment, our overall
implementation of the King IV™ principles remains
partially effective. Although many of the required practices
are in place and have been for many years, the Board
acknowledges that not all of the King IV™ principles have
been implemented effectively. The following principles
have been highlighted as focus areas for improvement:

le | The Board s
effectively

Principle 2 The Board should govern the ethics
of Eskom in a way that supports the
establishment of an ethical culture

Progress on implementing classroom training for
contractors and high-risk business areas has been hindered
by national lockdown restrictions. Recruitment processes
are being finalised to address the lack of resources in the
Ethics Office. The Ethics Office is also supplemented by
independent, external services where required.

Various interventions are under way to identify and
address weaknesses in the governance of ethics,
particularly in respect of consequence management and
inadequate implementation of ethics policies that place
Eskom at risk.

Refer to “Progress on governance clean-up” from page 17 and “Ethics
based on our values” on page 34 for further information

Principle 7 The Board should comprise the
appropriate balance of knowledge, skills,
experience, diversity and independence
for it to discharge its governance role
and responsibilities objectively and

effectively

Principle 10  The Board should ensure that the
appointment of, and delegation to,
management contribute to role clarity
and the effective exercise of authority
and responsibilities

Regrettably, the lack of succession planning for non-
executive directors remains a concern. The development
of a succession plan for directors is the responsibility of
the shareholder. This has been brought to DPE's attention,
along with the request for the shareholder to fill the
vacancies on the Board.

BACK TO MENU g

Succession planning for executive positions is guided
by Eskom's talent management policy and procedure.
The process is managed through talent board forums
at various levels of the organisation, with the executive
talent board managing the talent pipeline for key
executive positions. In May 2021, Exco approved two
accelerated development programmes to support
succession planning for executive positions.

The Board should ensure that the
evaluation of its own performance and
that of its committees, its chair and its

Principle 9

individual members, support continued
improvements in its performance and
effectiveness

The Board has conducted a self-assessment in respect of
its performance for the 2020 financial year and identified
areas of concern to be addressed through its Board
improvement plan. An independent board evaluation will
be conducted for the 2021 financial year.

Refer to “Feedback on Board activities — Board evaluation” from page 25
for further information

The Board's access to guidance and development will be
delivered through a continuing education programme,
which will include training needs identified by individual
directors, Eskom-specific training, updates on legislation
and regulations relating to the Board's fiduciary duties as
well as governance best practice.

Principle 11 The Board should govern risk in a way

that supports Eskom in setting and
achieving its strategic objectives

While the introduction of key risk indicators has
enhanced risk management and reporting, greater
accountability is required to effectively treat Priority |
risks. An analysis of Priority | risks was conducted
towards the end of the financial year. Based on the
findings, initiatives will be implemented to ensure the
development of more robust and effective treatment
plans to address the root causes of these risks.

DPE has recently introduced a Risk and Integrity
Management Framework for state-owned companies. We
are in the process of developing an implementation plan
to address the requirements of the framework to enhance
risk governance, policies, monitoring and reporting.

Exco has implemented a quarterly risk workshop to
review the risk landscape and improve accountability.
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KING IV™ APPLICATION continued

Principle 14 The Board should ensure that Eskom
remunerates fairly, responsibly and
transparently so as to promote the

achievement of strategic objectives and
positive outcomes in the short, medium
and long term

Due to different remuneration practices across our
bargaining unit, managerial level and executive employee
categories, Eskom has not developed an organisation-
wide remuneration policy. Work is under way to ensure
alignment of the executive remuneration policy with
DPE's guidelines.

Governance functional areas

The Board sets the policy and direction for governance
functional areas to support the organisation in achieving
its strategic objectives. The Board has delegated
responsibility for the oversight of remuneration to the
People and Governance Committee (PGC).

Refer to “"Remuneration and benefits” on page 32 for further information

Board has delegated responsibility for the oversight
of risk, technology and information, compliance and
assurance to ARC. The governance of technology and
information as well as compliance are discussed below.

Key risks and opportunities facing the organisation are discussed in “Our
strategic context — Risks and opportunities” from page 52. Our approach to
combined assurance is discussed in “Assurance and controls” on page 29

Governance of technology and information
Effective management of technology and information
is seen as critical to enhance intellectual capital. The
responsibility for managing this has been delegated
to Exco, with Exco's Information and Technology
Committee ensuring alignment between information
technology and operational technology.

ARC considers quarterly reports, which provide
assurance on the security and availability of Eskom's
operational technology and information and technology
systems of control, as well as assessments on the
adequacy and effectiveness of governance, risk
management, compliance and controls relating to
technology and information.

Information technology

Through ARC, the Board has adopted an IT Charter
and policies to provide direction on how information
technology is managed in the organisation to ensure
the confidentiality, security, integrity and availability of
information. Group IT has established strategic forums
to oversee IT governance, compliance, assurance, risk
and resilience, as well as cloud and data management,
IT architecture and investments, and cyber-security.
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We are ensuring compliance with the Protection of
Personal Information Act, 2013 on a risk-based approach,
implementing adequate systems to process requests for
information and training employees on the requirements
of the Act.

Operational technology

The Technical Governance Committee functions as

a governance structure for operational technology

to oversee technical processes, standardisation,
strategic direction and to ensure effective management
of operational technology throughout Eskom.

This structure reports to Exco's Operating Committee.

Compliance

The Board is accountable for complia