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The Honourable Minister Pravin Gordhan
Minister of Public Enterprises

Private Bag X15

Hatfield

Pretoria 0028

Per email: busi.sokhulu@dpe.gov.za

15 October 2018

cc. Director General Mr Mogokare Seleke
Per email: DGOffice@dpe.gov.za

Honourable Minister Pravin Gordhan

Regarding on-going uncertainty plaguing development of South Africa’s energy system

Energy Governance South Africa (EGSA)! is a network of concerned individuals and organisations dedicated
to promoting good governance in the energy sector. Project 90 by 2030? is an environmental non-profit
organisation that co-ordinates the EGSA network.

We believe it falls to you, in the current context, to drive a decision that will address the deepening financial
malaise of Eskom, as the shareholder and the peoples’ representative. While fully recognising the political
sensitivity of any decisive intervention that will impact the coal industry, there is opportunity to limit damage
both to Eskom’s financial position and thus to public control of the national electricity system; through
immediate action as might be announced with the Medium-Term Budget statement.

We understand there will have to be some cutting of losses, including some capital commitments. While the
cutting of some transmission system capital projects may have been the easiest, it was perhaps not the best
place to start. Several recent studies indicate that the immediate opportunity is to curtain on-going mega-
plant construction. Eskom withholds from the public much of the information that should inform a holistic
analysis of the full-cost proposition for completing all six units of the Kusile power plant, including all

1 https://lwww.egsa.org.za/
2 https://90by2030.0rg.za/
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potential savings and the severity of the penalty clauses (including the potential for off-setting against time
and cost over-runs etc.), but on the basis of available information, this is the most significant available
opportunity to curtail the growth of Eskom’s debt3.

Losses are increasing by the day; thus the longer one delays, the less there is to gain. Since it is Eskom that
has to cut short-term losses (e.g. by cancelling two units of Kusile), while the gain is for society at large, it is
not logical to expect Eskom, a corporate entity, to drive such a decision.

Furthermore, if a decision to curtail capital commitments is made in time to avert a further downgrade by
credit ratings agencies, this would greatly limit the losses that are accumulating in debt, for which the state is
accountable. The Eskom Broad is required to serve the interests of the corporation and the shareholder(s),
but at this juncture the public has nothing to gain, and ever-more to lose, from allowing Eskom to keep
building what is already the world’s most expensive coal-fired power station.

The timing for such a decisive intervention will never be better that at present, with the draft Integrated
Resource Plan for electricity supply published for public comment (including a Carbon Budget for electricity,
as provided for in Climate Change Bill that is due to be considered by Cabinet, before being tabled in
Parliament). It would provide for some restructuring of Eskom debt, as well as clarification of the financial
position of Eskom Generation, without prejudice to the deliberation of vertical integration of the electricity
system or ‘private’ equity investment.

To emphasise the very extensive long-term benefits that would derive from such an intervention — one that
not only limits both debt growth and exposure to the stranding of fossil fuel assets, but also makes space for
timely growth of renewable energy industries — we note the following remark by a Minister we trust will be
supportive in this regard:

“The positive news is that there is no trade-off anymore between clean and least-cost electricity. In fact, the
opportunities for economic growth associated with the transition are enormous.”— Nhlanhla Nene, Minister
of Finance, RSA, quoted August 2018 on the cover of the book by T Bischof-Niemz and T Creamer: South
Africa’s Energy Transition — A Roadmap to a Decarbonised, Low-cost and Job-rich Future (Routledge, Cape
Town)

Regards

Richard Halsey
On behalf of Energy Governance South Africa

richard@90by2030.0rg.za

021 674 5094

3 http://meridianeconomics.co.za/wp-content/uploads/2017/11/CoalGen-Report_FinalDoc_ForUpload-1.pdf
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