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Executive Summary

Introduction

The business plan of City Power is a compreherdbgeiment which outlines the goals and objectives
of the company and sets out a well-motivated ptarobtaining the necessary financing to operate its
business.

City Power develops the business plan to alsd fugfitain requirements which are set out below:
The company is a wholly owned municipal entity loé tCity of Johannesburg (CQOJ). Like all
municipal-owned enterprises (MOES), it is goverbgdegislation, in particular the Municipal
Finance Management Act (MFMA). As such City Povegerdaquired to adhere to the MFA.
It is required to submit to the COJ, as the shddetnpan annual business plan that is aligned to
the Growth and Development Strategy (GDS) andntegtated Development Plan (IDP).
As the main shareholder of the company, COJ usebukiness plan to monitor progress and
compliance.

How has City Power developed its business plan?

City Power’s business performance management \adiai comprises the two main processes which
are planning and monitoring performance. The planprocess has three distinct sub-processes which
are environmental scanning, setting the strategsciion, developing the plans and budgets

The environmental scanning is conducted by trackimg) analysing current trends or factors which are
both internal and external to the organisation thay impact on the business goals and objectives.

The Executive team, Board and the Shareholdemhsestrategic direction for City Power taking into
account all the information developed in the envwinental scan, the GDS and the IDP.

When the strategic direction has been set the neamaxgt team of the organisation develops the plans
and budget for City Power.

The purpose of performance execution is to endumé performance is aligned to the set plan. In
measuring performance, Exco compiles monthly repdrhese reports are consolidated to quarterly
reports which are thereafter submitted to the Gityoburg.

Challenges and highlights of the business plan

The country is faced with a major challenge to nieeteconomic growth target rate of 6%, however
history has taught us that for the country to grawe% Johannesburg is expected to grow at an
economic growth rate of 9%. The country is alsoeexed to deliver a successful 2010 Soccer World
Cup. This has translated to major infrastructurgrage and refurbishment requirements due to an
increase in electricity demand. In an effort tcilfeate the implementation of these major capital
programmes and also to cater for Eskom’s appro&dtf increase City Power is proposing a tariff
increase of 22%.

Feasibility studies and detailed designs for thgontg of the projects have been completed and
indicative budgetary requirements have been quedtifThe projects have been further prioritized
based on their criticality and importance to sexuvilelivery. To give an indication, last financiaay
(2006/7) City Power requested R2.5 billion for 2@37capital budget and only R876m was allocated
and for 2008/9 R3.3 billion was requested and &1y043bn has been allocated. From this analysis it
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can be seen that over the past two financial y@aniimum capital backlog of R4bn has been created
and this backlog will negatively impact on servitsgivery within the City of Johannesburg.

In spite of the backlog highlighted above, over plast six financial years the City of Johanneslhag
allocated over R3.4bn capital funding to City Potgevards the upgrade and strengthening of elettrica
infrastructure. The following achievements haverbeeated:
Over 20 000 small customers have been connectedhatnetwork (new customers < 56kVA)
Over 3 000 large customers have been connectethmtoetwork (new customers > 56kVA)
Over 50 000 previously disadvantaged customers (RiRRes) have been electrified
Bulk and Medium voltage outages have reduced daditiover the past three years
Network infrastructure has been extended to caber Mfew developments (additional load)
introduced into the grid
Significant investment has been made into SAP, SE&AProtection, GIS, network data
improvement and work management solution (WMS)

It is also worth mentioning that in previously disantaged areas, other than access to electrivity a
provision of street lighting, the following bensfihave also been observed. The programmes have
positively contributed towards poverty alleviatiofhe following small businesses have emergedén th
townships:

Establishment of “Spaza” shops

Back yard mechanics

Informal restaurants

Employment of local community during project exeocnt(EPWP)

Community Phones (Cell C, Vodacom and MTN)

Improved living standards

Improvement of pedestrian and vehicular safety

Reduction in crime in targeted areas

More services being rolled out due to access totrgdéy e.g. clinics, waterborne sewerages,

schools etc

Structure of the document
This document is organized into eight sectionsfollewing is a summary of what is found in each.

Section 1 ‘Who we are?’ This sets the stage by ighog a brief description of the company, its
organizational management structure and its rothemregion.

Section2 “Core Business” This section is a dedorpdf what we do as a business, our core business.

Section 3 ‘Strategic agenda’: This discusses tbectathat will be employed to achieve the visidn o
being a 'world-class electricity distributor’ by dosing on the mayoral priorities, company priositie
and using past performance and future challenges.s€ction also highlights what the company sees
itself accomplishing in future, how best to satiiie needs of the various stakeholders, and ways of
transforming the company from a good to a greaamigation.

Section 4 ‘Operational agendaThe whole solution relies on the day-to-day runnemgd good
management of prioritized projects and ensuring thase projects are realized by the set time. The
operations agenda provides a progress report aougaprojects that the company has embarked on for
continual improvement of its business processes.
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Section 5 ‘Performance framework’: In this sectithe Balanced Scorecard and Integrated
Development Plan are used as the premise for diraguhe performance of individuals, groups and the
organization as a whole.

Section 6 ‘Risk analysis’: This gives a detailedsa#tion of the methodology used to assess and
analyze risks holistically. The top business riske then listed, along with information on their
background, the control measures in place, andrecthat will be followed to mitigate and manage
these risks (how they will be addressed).

Section 7 ‘Financials’: This is divided into CAPEXJQPEX and Tariff Plan. The CAPEX section
presents a comprehensive overview of the long-teapital budget and a skeleton of the five-year
capital budget. It also shows what funds are ugeithdd company to acquire or upgrade physical assets
such as plant and equipment, to provide sustainalfierdable, safe and reliable electricity; andvho
these funds are deployed. At the end of this suiosedhe impact of not receiving sufficient funids
discussed.

The Operational Expenditure section provides a cehmgnsive analysis of the financial statements (i.e
the income statement, balance sheet and cashti#@nent). These are presented in tabular forngat an
a detailed explanation of each is provided.

The Tariff Plan presents the proposed tariff insesfior 2008/09 in light of all the industry congtta.

A description of the tariff for each customer catggis furnished together with the recommended
percentage increase for that tariff. An explanatdnvho belongs to which category and what the
recommended tariff will be for each category i®als/en.

Section 8 ‘Human capital’: This is the last sectibprovides the analysis of aspects such as graplo
satisfaction, skills development, employee proditgti salary costs, staffing, capital outflow and
employment equity, together with the plan which HBeen developed to address these aspects.
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Sectionl. Who we are?
1.1. Vision

To be a world-class electricity distributor
1.2. Mission

The mission of City Power Johannesburg (Pty) Lttbisneet the expectations of our customers and
stakeholders by:
- Providing a sustainable, affordable, safe andbldialectricity supply
Providing prompt and efficient customer services
Developing and incentivising our employees
Being the preferred equal opportunity employer
Undertaking our business in an environmentally ptadde manner

1.3. Aspired values

City Power aspires to be:
Resourceful
Resilient
Reliable
Respectful

Always with Integrity

1.4. Business Operations Principles

The company endeavours to operate its businesxor@gance with the following principles:
- Customer centric organisation
Seamless value chain driven organisation
Maximum technology enablement
Zero tolerance for poor performance
Business case driven investment decisions
One stop service, doing it right the first time

1.5. Company Details

Company Name: City Power Johannesburg (Pty) Ltd
Company Registration Number: Reg 2000/030051/07

Physical Address: 40 Heronmere Road, Reuven
Postal Address: PO Box 38766, Booysens, 2016
Phone Number: (+27) 011 490 7000

Fax Number: (+27) 011 490 7590

E-mail: electricity@citypower.co.za
Web-site: WWW.citypower.co.za

Customer Contact Centre: JoConnect at (+27)30515555

1.6. Type of Business

City Power Johannesburg (Pty) Ltd is the Electridiistribution Service Provider to the Service
Authority, Johannesburg Council. The core compstearfcthe business is to purchase, distribute and
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sell electricity within its geographical footprinf business. The National Energy Regulator of South
Africa (NERSA) granted City Power Johannesburg XRtd a licence to trade on 19 December 2001.
The City of Johannesburg is the sole Shareownee. Thuncil, by means of a Service Delivery
Agreement, regulates the service in respect ofdih@ving: financial issues (such as tariffs aragpital
expenditure), human resource issues (such as sléllelopment), delivery targets (maintenance of
assets and addressing assets), and standarddsarheusare.

1.7. Operating History

Following the first democratic elections that tqulce in 1994 and the local election that follovied
1995, eleven local authorities were amalgamatedotm the Greater Johannesburg Metropolitan
Council. By mid 1997 it became apparent that tbw structures were not optimally effective and the
Councils of the Greater Johannesburg were faciagvare financial crisis. It was then agreed that a
unified, metropolitan wide initiative was necesstaryocus specifically on the critical problemsifar

the city. This led to the inception of the iGoli@)plan (iGoli 2002 was essentially a three-year
strategic plan). It involved the structural tramsfation of Metro functions with the view to ensuyin
enhanced and more cost effective service delivéiryachieved this by reducing fragmentation,
eliminating duplication, improving accountabilitfocussing on human resource development and
improving performance incentives. From an orgarisal perspective the iGoli 2002 Plan put in place
“sensible” structures that delivered at greateeleof efficiency.

The iGoli 2002 Plan envisaged that the City wouldrkvthrough a combination of new political
governance structures, agencies and corporatigeet®nA key element of the iGoli 2002 strategy fo
service delivery was the establishment of utilitiagencies and corporatised entities now called the
municipal own entities (MOES). One of the entitissablished was City Power Johannesburg (Pty) Ltd,
100% owned by the City of Johannesburg, and estaddi in terms of the Companies Act, on 1
November 2000.

In line with the establishment of City Power Johestyurg (Pty) Ltd, the Council utilises Infrastruetu
and Services Department (ISD) to oversee the padioce and a Shareholder Unit (SHU) to oversee
the governance of the company, as well as to regitlaln this regard various agreements in prilecip
were concluded during the establishment of the emigs. These included the Sale of Business
Agreement (SBA) and the Service Delivery Agreen{SmA).

The relationship maintained with the Greater Jokaharg Metropolitan Council is one of Service
Authority and Service Provider. City Power Johalweg (Pty) Ltd is the preferred Service Provider
for the Service Authority, the Council.

1.8. Business Services

City Power Johannesburg (Pty) Ltd is accountabl@rtivide network services to all its customers.
Network services include:
- the purchasing and distribution of electricity

construction of networks

connecting of customers

repair and maintenance of networks

installation and maintenance of public lighting
The City of Johannesburg provides retail custorsevises for all domestic customers, i.e. processing
of applications, customer queries, customer comfdacustomer accounts and revenue management.
City Power Johannesburg (Pty) Ltd provides retaistomer services for the key customers, top
customers and pre-paid customers only.
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1.9. Organisational Management and Structure

1.9.1. Board of Directors

City Power has a unitary board, which consistsxaicative and non-executive directors. The Board is
chaired by a non-executive director; Ms Getty Sanel The Board meets regularly, at least quarterly
and retains full control over the company. The Blo@mains accountable to the City of Johannesburg
Metropolitan Municipality (the company’'s sole shaokler) and its stakeholders, the citizens of
Johannesburg. A Service Delivery Agreement (SDAjpctuded in accordance with the provisions of
the Municipal Systems Act (MSA) governs the compamglationship with the City of Johannesburg.
The Board provides monthly, quarterly, bi-annuadl @amnual reports on its performance and service
delivery to its parent municipality as prescribadhe SDA, the MFMA and the MSA. Such reports are
submitted within the stipulated timeframes.

Non-executive directors contribute an independéaw\to matters under consideration and add to the
depth of experience of the Board. The roles of (pieason and Managing Director of the company are
separated, with responsibilities divided betweesnthThe Chairperson has no executive functions.
Members of the Board have unlimited access to tagainy Secretary, who acts as an advisor to the
Board and its committees on matters including caange with company rules and procedures,

statutory regulations and best corporate practices.

The Board, or any of its members, may, in appréo@ri@rcumstances and at the expense of the
company, obtain the advice of independent professso A director and peer review as well as a
Board evaluation is undertaken on an annual ba3ike Articles of Association provide that the
directors of the company will be elected by thershalder and appointed by the Board of Directors.
The Managing Director is appointed by the Board.

1.9.1.1.Board members

The Board currently consisted of six non-executiivectors and two executive directors as indicated
table 1.1 below.
Table 1.1: Board members

Member
1 Ms Getty Simelane Chairperson of the Board
2 Mr Silas Zimu (MD)Executive Director
3 Prof. Tshilidzi Marwala Non-Executive Director
4 Ms Joyce Kumbirai Non-Executive Director
5 Mr Brian Leshnick (Director Finance)Executive &itor
6 Mr Klaus Garlipp Non-Executive Director
7 Mr Honey Mateya Non-Executive Director
8 Mr Ghandi Badela Non-Executive Director
Executive directors are regarded as contract erapkin terms of the company’s conditions of service

1.9.1.2.Board Sub-Committees and their Members

The following committees have been formed, eackto€h is chaired by a non-executive director.
- Audit Committee
Human Resources and Remuneration Committee
Pricing and Regulatory Committee
Oversight Committee
Ad Hoc EDI Working Group
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Audit and Risk Committee Members

The Audit and Risk Committee consists of the follogwdirectors:
Table 1.2: Audit Committee members

Member
1 Ms Joyce Kumbirai Chairperson of the Audit Guittee
2 Mr Klaus Garlipp Non-Executive Director
3 Mr Haroun Moolla Independent Member of the Aliimmittee
4 Ms Doris Dondur Independent Member of the Auditinittee
5 Mr Silas Zimu In attendance
6 Mr Brian Leshnick In attendance

The role of the Audit and Risk Committee is to sisthe Board by performing an objective and
independent review of the functioning of the compsnfinance, accounting and risk control
mechanisms. It exercises its functions through ecldiison and communication with senior
management and the internal and external audifbes Audit and Risk Committee met once during the
period under review.
The Audit and Risk Committee operates in accordavitie a written charter authorised by the Board,
and provides assistance to the Board with regards t
- Ensuring compliance with applicable legislation #imel requirements of regulatory authorities;
Matters relating to financial accounting, accougiolicies, reporting and disclosures;
Internal and external audit policy;
Activities, scope, adequacy and effectivenessefriternal audit function and audit plans;
Reviewing and recommending the approval of exteandit plans, findings, reports and fees;
Reviewing and recommending the approval of strategks and mitigating strategies
Compliance with the Code of Corporate Practices@muduct; and
Compliance with the Code of Ethics.

HR & Remuneration Committee Members

The Human Resources and Remuneration Committeést®n$the following directors:
Table 1.3: Human Resources and Remuneration Coemmiembers

Member
1 Ms Getty Simelane Chairperson of the Committee
2 Mr Silas Zimu Executive Director
3 Ms Joyce Kumbirai Non-Executive Director
4 Mr Honey Mateya Non-Executive Director
5 Mr Ghandi Badela Non-Executive Director

The Human Resources and Remuneration Committeesesdthe Board on remuneration policies,

remuneration packages and other terms of employrfieerdll directors and senior management. Its

specific terms of reference also include recommgois to the Board on matters relating to general
staff policy remuneration, profit bonuses, exeaitremuneration, director remuneration and fees and
service contracts.

Pricing & Regulatory Committee Members

The Pricing and Regulatory Committee consists efftilowing directors
Table 1.4: Pricing and Regulatory Committee members

Member
1 Mr Klaus Garlipp Chairperson of the Committee
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2 Prof. T Marwala Non-Executive Director
3 Mr Honey Mateya Non-Executive Director
4 Mr Silas Zimu Executive Director
5 Mr Brian Leshnick Executive Director

The Pricing and Regulatory Committee advises thar@mn strategic direction on electricity pricing
strategies and policies, addresses regulatory esaingthe Electricity Supply Industry that affethe
company, ensures that the company complies withigbelatory requirements on tariffs, recommends
structural tariffs changes to the National Eledyi&kegulator, and ensures compliance with NRS 047
(Quality of Service) and NRS 048 (Quality of Supplggulations.

Board Oversight Committee Members

The Oversight Committee consists of the followimnggctors
Table 1.5: Oversight Committee members

Member
1 Prof. T Marwala Chairperson of the Committee
2 Ms Getty Simelane Non-Executive Director
3 Mr Ghandi Badela Non-Executive Director
4 Mr Silas Zimu Executive Director
5 Mr Brian Leshnick In Attendance: Executive Diiact

The Oversight Committee advises the Board on tleesight responsibilities set out in the supply ohai
management policy and procedures which are inwite the Municipal Finance Management Act
regulations on supply chain management.

- The Oversight Committee operates in accordance avittandate authorised by the Board, and
provides assistance to the Board with regards tainMining oversight over the
implementation of the supply chain management f@di@s contained in the supply chain
management manual;

Monitoring and reporting on the implementation lo¢ tsupply chain management policy and
procedures and the performance of supply chain geanent;
Assessing deviations and exceptions from policy@odedures;
Advising on the multi-year business plan and anbudlet plan;
Monitoring and reporting on company spend againstapproved budget and business plan;
and
Assessing the achievements of output on projects.

The Oversight Committee is informed of all emergepocurement and considers the following;
Approving any spend planned outside the approvauaispland
Pro-active approval of deviations/amendments froficy.

(Ad Hoc) Edi Working Group Members

The Ad Hoc EDI Working Group consists of the foliog directors
Table 1.6: EDI Working Group

Member
1 Ms Getty Simelane Chairperson of the Committee
2 Mr Klaus Garlipp Non-Executive Director
3 Prof. Marwala Non-Executive Director
4 Mr Silas Zimu Executive Director
5 Mr Brian Leshnick Executive Director
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6 Mr Vally Padayachee In Attendance (Dir. : Engnnag Operations

The Ad Hoc EDI Working Group is an ad hoc joint extave and Board working group formed to
consider and advise the company of EDI restrucgudavelopments and to prepare City Power for
transition into the RED.

1.9.2. Organisational structure

A high Level Organisational Structure is presentedigure 1.1 is the City Power organisational
structure
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Section 2: Our Core business

The business model designed to execute the compession is given in Figure 2.1 below. The
subsequent paragraphs provide high level informatm the characteristics/dimensions of each
business model element

Figure 2.1 Business Model

2.1 Provide Network Infrastructure

City Power Johannesburg (Pty) Ltd projected netvisftlastructure status is given in Table 2.1
Table 2.1: Network Infrastructure

Measure Indicator Unit | 06/07 Actual | 07/08 Plan 08/9 Plan 09/10 Plan

Eskom Supply Points No 39 40 41 42

High Voltage Substations (Bulk

Intake Points) No 5 5 5 !

Medium  voltage  Substations

(Major Substations) excludingNo 82 82 82 82
Bulk Intake Substations

Low ~~ voltage  Substationsy, | 13 gqg 14252 14764 15276
(Devices)

High voltage Overhea

Transmission Lines > 44kV) km 789.93 811 811 811
High voltage Transmission Cablegkm 93.68 93.68 93.68 93.68
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Measure Indicator Unit | 06/07 Actual | 07/08 Plan | 08/@ Plan | 09/10 Plan
> 44kV

Medium voltage Overhead Ling

590 5KV and Saary %m | 5.95 11.2 11.2 11.2
Medium voltage Cables >20.5kV,

and <44kV km 46.52 123.3 123.3 123.3
Ripple Relays Installed No.| 178 000 183 000 232 000 | 281 000
Ripple Relays In-service No.| 87 000 92 000 167 000 | 242 000

2.2

Distribute Electricity

City Power Johannesburg (Pty) Ltd operates sixprddent networks, representative of the former
Municipal Transmission Systems. Figure 2.2 deglesindependent systems:

Figure 2.2: City Power Johannesburg (Pty) Ltd Nethks

Figure 2.3 below gives the schematic representatbnCity Power Johannesburg (Pty) Ltd’s

Johannesburg

transmission

system

and

bulk

power

esnod
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Figure 2.3 City Power Johannesburg (Pty) Ltd’'s Johesburg Transmission and Bulk Power Nodes

DETA
2Z250WA

88KV Trarsrission Gircuits
KBEMNPS
ESKOM 275/ 600MWV
FHrmcapaaty
20MWA VD 200 VA
VD419 WA
ESKOM 275k Neanda
Fmcapadty toarship
750 MVA
MD512 MWVA
Braarfortein, Joon\Were,
Breg, Mayfair, Sdby, and
Gertral (20KV).
Hdorado, Nancefidld, Pritcherd, Semert, Gentrd,
Nirvana, Hursthill, Robertsham, Mondeor,
Industria, Bkenhd, Mulbarton, Moffat, eveland,
and Soneto. Kazeme, Wemmer and Van
Beek
ORLANDO 88K
SWITCHYARD ESKOM 275k
Frm capaaty
750 MVA
Eom ® a VD 869 WA

This simplified operational diagram depicts the alatesburg portion of City Power’s transmission
network. Bulk power is received from Eskom at éhkmilk intake points (Prospect, Fordsburg and
Delta) at a voltage of 275kV. At these stations voltage is transformed down to 88kV for onward
transmission via City Power’s transmission grieoter 30 major step-down substations.

In addition the 88kV transmission network is supmated by a power input from the independently
operated Kelvin Power Station.

There are also two smaller substations which recaivin-feed directly from the Eskom networks and
which supply a small number of City Power customers

2.3 Network Restoration

Table 2.2 below gives the network restoration tirfesthe past two years. Restoration times have
improved over the years. The actual restoratioegifior faults in the 3.5, 7.5 and 24hrs categaies
better than specified in NRS 047; however, theoratibn times for faults in the 1.5 hours categdoy
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not meet the NRS 047 target. Therefore, on avef@igye Power’s performance is better than the target
set for.

Table 2.2 Restoration Times

Indicator Unit | 2005/6 Actual | 2006/7 Actual | 2007/8 Plan
Restoration % (Supply restored within 1,5 hours) %| 26.32 24.73 30
Restoration % (Supply restored within 3,5 hours) %| 66.97 64.56 60
Restoration % (Supply restored within 7,5 hours) %| 86.97 91.18 90
Restoration % (Supply restored within 24 hours) %| 5.58 98.68 98

Based on the restoration times of 1.5, 3.5, 7.52&htdours the plan is to meet all four restoratiores
KPI's by 2009.

2.4 Suppliers of Materials

City Power's Supply Chain strategy is configuredngsa stock classification model that places
importance on the variables of network criticalitypst and market availability. All materials
requirements are intended to be sourced througlplisupagreements based on strategic sourcing
principles, with strategic long term agreementau$itg on equipment that is of particular importance
to the business. Supply Chain Management has ingpited a number of contracts based on strategic
sourcing principles. The commodity groups, to whibls process has been applied are Switchgear,
Transformers, Cable, Cable Accessories and STig(ISTicket Items).

In materials management stock items can be cladsifs “A”, “B” or “C”. “A” materials are the most
“important” items. This is determined by factorclsuas usage value, lead time, quantity used, the
consequences of being out of stock, etc. “C” itemes the least important items. These are typically
items where a stock out is not critical to operagiand/or they can be obtained quickly and eaBhg.
materials spend profile is significantly skewedhndt large proportion of expenditure directed to enor
strategic items classified as an “A” items. Suppkependiture on materials likewise features this
profile as illustrated in the table below.

Table 2.3: Top 15 06/07 Suppliers by Value

Vendor Value
1 |CBI Electric : African Cables R 284,441,265
2 |intatakusa Consulting (Pty) Ltd R 62,944,874
3 |Grinpal Energy Measurement R 51,198,238
4 |Desta Power Matla (Pty) Ltd R 49,573,096
5 |Venus Africa Security (Pty) Ltd R 38,801,663
6 |Electro Inductive Industries R 33,108,016
7 |Karebo Systems (Pty) Ltd R 30,382,341
8 |ABB Power Technology Medium Voltage R 26,990,223
9 |Alstom Switchgear R 26,247,990
10 |Ashanti Power ([Pty) Ltd R 24,602,634
11 |Eskom Central Region Managers Cash R 21,927,745
12 |Zest Electric Motors (Pty) Ltd R 20,039,273
13 |Consolidated Power Projects (Pty) L R 18,285,119
14 |Zizwe General Services Cc R 17,858,489
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15 [IST Energy (Pty) Ltd R 17,535,514
Rest R 603,487,220
Total R 1,327,423,700

2.5 Sell Electricity

2.5.1 Demand Customers

Table 2.4 and graph 2.2 below demonstrates how Rbtwyer Johannesburg (Pty) Ltd’s demand tariff
compares to other electricity distributors. Thigischedule of calculated costs for consumptioseda
upon a connection of 100; 500; 1000 and 5000 kVA.

Table 2.4: Demand Tariff Comparison (60% LF) Prieesclude VAT

Tariffs effective from 01 July 2007.
City/ Calculated Calculated Calculated Calculated
Organisation Cost per Cost per Cost per Cost per
kwh for kwh for kwh for kWh for
100 kVA. 500 kVA. 1 000 kVA. | 5000 kVA.
(cents) (cents) (cents) (cents)
Buffalo City 31.37 31.00 31.48 31.43
Cape Town 35.61 29.55 27.42 27.36
City Power 32.81 32.07 31.98 31.90
Ekurhuleni 30.63 26.49 26.40 25.81
Emfuleni 31.79 30.63 30.49 30.37
eThekwini 31.84 31.07 25.25 25.25
Mangaung 34.24 33.11 32.95 32.81
Msunduzi 33.09 33.09 33.09 31.96
Nelson Mandela 34.11 33.92 32.59 32.45
Tshwane 28.13 27.40 27.31 27.24
uMhlathuze LDS 26.07 26.07 23.66 23.66
uMhlathuze HDS 29.95 29.95 37.01 37.01
Eskom 20.00 20.00 18.95 18.95
Windhoek 61.15 61.15 61.15 61.15
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Graph 2.2: Cost of electricity

COST OF ELECTRICITY IN CENTS PER KWH FOR A SELECTIO N OF SUPPLIERS (60% LF) -
July 2007
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NB: These tables and graphs have been extractettfr® (vww.ameu.c0.za2008).

2.5.2 Domestic Customers
Table 2.5 and the graph 2.3 below demonstrate hityv Rbwer Johannesburg (Pty) Ltd’s domestic

tariff compares to other electricity distributofidhis is a schedule of calculated costs for consiompt
of 100; 250; 500; and 1000 kWh.

Table 2.5: Domestic Tariff comparison

Prices exclude VAT

Tariffs effective from 01 July 2007.

City/ Calculated | Calculated Calculated Calculated
Organisation Cost per Cost per Cost pe Cost per
kWh for kWh for kWh for kWh for
100 kWh 250 kWh 500 kWh 1 000 kWh
(cents) (cents) (cents) (cents)
Buffalo City 20.72 33.15 43.83 42.64
Cape Town 21.47 34.34 42.93 38.51
City Power 21.62 34.58 38.91 45.22
Ekurhuleni 0.00 28.47 37.96 37.82
Emfuleni [Low: Sept - May] 26.72 32.59 41.47 37.03
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Prices exclude VAT

Tariffs effective from 01 July 2007.

Emfuleni [High: Jun - Aug] 26.72 32.59 54.34 49.90
eThekwini 20.02 40.04 40.04 40.04
Kimberley 46.98 46.98 33.63 40.48
Mangaung 36.38 34.44
Mangaung PPM 20.70 33.12 37.26 39.33
Matjhabeng PPM

George 20.92 33.47 40.16 41.00
Mogale City

Moghaka

Msunduzi 36.09 27.94 55.50 38.70
Msunduzi (Others) 23.75 38.00 44.30 35.35
Nelson Mandela 18.88 30.20 37.75 37.75
Polokwane 13.20 37.50 43.00 43.00
Potchefstroom

Tshwane Indigent users 0.00

Tshwane Small users 21.72 43.43 43.43 43.43
uMhlathuze PPM 38.84 38.84 38.84 38.84
uMhlathuze Conventional 33.72 59.72 46.38 39.72
uMhlathuze FBE 16.92 27.07 29.75 36.90
Eskom 50.93 50.93 50.18 39.82
Windhoek 217.05 112.74 82.76 72.58
Windhoek (PPM) 75.03
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Graph 2.3: Cost of electricity
COST OF ELECTRICITY IN CENTS PER KWH FOR A SELECTIO N OF SUPPLIERS - July 2007
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NB: These tables and graphs have been extractettfr® AMEU website vww.ameu.co.za2008).

2.6 Quality of key customer Relations

2.6.1 Customer Base

City Power’s customer base as at June 2007 wa®3L5 |nitiatives are currently underway to convert
conventionally metered (‘credit’) domestic customt&r prepaid metering. This, compounded with the
unprecedented growth in the domestic market segnaelhiead to a large increase in the number of
prepaid customers. A breakdown per customer segnieegtven in Graph 2.4 below:
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Graph 2.4: Customer Base
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250,000
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06/07 Actual 07/08 Plan 08/09 Plan 09/10 Plan 10/11 Plan 11/12 Plan 12/13 Plan

@ Agricultural 36 34 34 34 34 34 34

B Key Customers 162 162 167 167 167 167 167

O Large Power Users 4,343 4,350 4,345 4,345 4,345 4,345 4,345
O Business Users 12,524 12,592 12,599 12,605 12,611 12,617 12,624
B Prepaid Customers 86,768 108,991 125,340 144,141 165,762 190,626 219,220
@ Convensional Customers 211,204 192,870 180,036 168,485 158,090 148,733 140,313
@ Total Customer base 315,037 318,999 322,521 329,777 341,009 356,522 376,703

The City of Johannesburg provides retail customerviges for the domestic customer

segment whilst City Power Johannesburg (Pty) Ltdvpdes retail customer services for the

remaining segments. Graph 2.5 below depicts théoousr base distribution:
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Graph 2.5: Customer Base Distribution
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The Top 23 customers, based on revenue in the @D@iGancial year are given in Table 2.6 below:

Table 2.6: Top 23 Customers

Annual

Amount
No | Customer Name (R'000)
1 | RAND WATER BOARD 66,031.47
2 | PORTLAND CEMENT COMPANY 22,712.20
3 | SABC 20,104.71
4 | THE STANDARD BANK OF SALTD 18,292.28
5 | JOHANNESBURG HOSPITAL 14,879.93
6 | HAGGIE SON & LOVE 14,716.53
7 | CARLTON CENTRE 14,602.88
8 | PARETO LIMITED (CRESTA) 14,410.67
9 | WESTGATE REGIONAL SHOPPING 12,258.92
10 | BANKCITY FACILITIES 11,775.89
11 | MINTEK 11,738.35
12 | BARAGWANATH HOSPITAL 10,962.98
13 | EKURHULENI-PHOMOLONG 10,441.52
14 | JOHANNESBURG WATER (PTY) LTD 10,346.83
15 | ATTFUND LIMITED (CLEAR WATER MALL) 9,905.86
16 | SOUTHERN PALACE PTY LTD (MELROSE ARCH) 9,870.07
17 | DIMENSION DATA FACILITIES (PTY) LTD 9,472.53
18 | VODACOM (PTY) LTD (VODAWORLD) 9,364.29
19 | RANDSE AFRIKAANSE UNIVERSITEIT 8,931.11
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Annual
Amount
No | Customer Name (R'000)
20 | GOLD STAR YEAST (PTY) LTD 8,872.21
21 | WITS UNIVERSITY 8,440.67
22 | JHB WATER (PTY) LTD (BUSHKOPPIES) 8,253.53
23 | NORTHGATE SHOPPING CENTRE 7,590.07
Total 333,975.49

The Manage Customer Interface Value Chain is aiatddstering superior customer experience at the
point of contact until customer needs are met. Jueeessful implementation of this value chain is no

only fully dependent on the other four value chamg also on the proper implementation of outbound
services such as customer education and commuonicati

The following are the main challenges:

City Power Johannesburg (Pty) Ltd is not the onlgcp where customers can log their
gueries and does not have control on how custorasgshandled at other customer interface
points. That makes it difficult to provide accepilzustomer service to all customers at all

customer interface points.

The interface between PEGASUS system and e-Resparad optimally used.
No full CRM solution - Pegasus system is only lteke system
Non —adherence to the KPI ‘s as stipulated irother four key value chains

Limited Call Centre service offerings

2.6.2 Call Take

Table 2.7 below give information on customer cotstamade to the company’s call centre and the call

centre’s performance:

Table 2.7: Company Call Centre Performance July728G-ebruary 2008

2006 Unit | Jul 07 | Aug 07 | Sep 07 Oct07 Nov 07 Dec 7 Janp8 Febl08

Total Calls Offered No 72999 53664 49554 76012 10520ff 53369 95939 518p6

Total Calls Answered No 61151 51767 45567 64905 63112 47738 64641 438)1

Answer Rate % 83% 96% 91% 85% 59% 89% 67% 85%

Calls Answered in 30sec % 73% 93% 84% 71% 75% 74% 52% 80%

Lost Call Rate % 17% 4% 9% 15% 41% 11% 33% 15%

Average Wait Time of Answered Calls | Sec 50 8 20 46 57 39 01:32 37

Max Wait Time of Answered Calls Min 26:18 09:28 11:03 30:47 36:53 25:11 33:57 34:2

Average Talk Time Min 2:06 2:08 2:11 2:22 2:35 2:29 2:28 2:23 2:21 2:1
Calls per Agent No 1118 852 854 631 1337 1634 1673 1176 1415 25

There is a fluctuating

load shedding.

trend of customer contact tlu seasonality. The trend is highly influenced
because the majority of customer contacts are poglated. High increase in call volumes is due to

2.6.3 Network Related Contacts

There has been an increase in network related edmtgl A significant portion of these calls can be
attributed to repeated calls in the event of progtmhoutages and load shedding.
Typical network call types that the company reesiare: power loss, earth leakage, damaged cables,
illegal connections, sparks on poles, trees toughimes, shocks on taps, voltage fluctuation, lines
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down, phases out, street lights calls, prepaidigsieegarding units or no power, vandalism, size o
supply and quality of supply, meters burnt out, hut water, stolen overhead lines and temporary
supply queries.

2.6.4 Non Network Related Contacts
There has been a steady increase in account refatedes. These queries are caused mostly by
estimated accounts and customers applying foraearcertificates.
Typical types of calls include: final readings, nap of accounts, balance enquiries, final accqunts
payments not credited, adjustments, account tg kigtount not received, information requests, caang
of details, reconnections, disconnection requestter boxes not installed, meters not read, metars
turning as well as tariff queries.

2.6.5 Quality customer information

The utilization of multiple systems that are nutegrated poses a challenge in the quest of prayidi
guality information. The company does not have de& of a customer or a history of the customer as
the information resides in different systems. Datanup initiatives will result in the refinement o
customer data.

2.6.6 Provide Services
Table 2.8 below gives City Power Johannesburg (Rtynetwork of service outlets:

Table 2.8: Network of Service Outlets

1 2 3 4 5 6 7
Randburg Hursthill Reuven | Lenasia Midrand | Alexandra Roodepoort
and
Siemert
Customer Service Range |Area Walk-in Service Centres Call KC E
Segment Centres
1 2 3 4 5 6 7 City Power | Proton

All Range: X
segments

Information

request 6 66 72 4 122 34 36

Service request | 4, 35 47 1 154 1187 36 670

Account queries| gqg 1063 | 2061 1733 1029 6844 1656

Applications | 1 4q 581 750 230 333 141 560

Claims

General

complaints 675 596 1271 898 482 4 424 325

Emergency

reports

Proactive

information 97 46 143 35 158 36

Payments 29 29 373 4 19 81
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2.7.

Support Processes

The following support processes are also deployeda company:

Provide operational support services

Provide corporate services

Provide financial and procurement services

Provide public relations services

Provide legal services

Provide internal audit services

Provide strategy development and execution managesarvices

Provide Information and Systems Management Services
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Section 3 Our Strategic Agenda

3.1 Strategic Agenda Priorities

The strategic agenda of City Power Johannesbuyy (R is:

“To enhance the value proposition of the companypdcome the model for and leader of future

developments in the electricity distribution field”

3.2 Strategy management processes

The company has successfully deployed the strategysed business planning methodology by

developing and implementing a strategy managemahtevchain, depicted below in Figure 3.1.

Furthermore, it has succeeded in deploying a sfyatecused governance structure to facilitate the
development, execution and performance monitorindp@ company strategy. A performance scoring
appraisal is currently under review in an endeavoumprove and align it to COJ performance scoring

system.

Figure 3.1: Strategy Management Value Chain

3.3 Strategic Goals

In pursuance of its strategic intent City Poweralotesburg (Pty) Ltd has identified its strategic

goals as given in Table 3.1:

Table 3.1: Company Strategic Goals

Perspective Goal
(G{ON] Stakeholder Sustain COJ stakeholder satisfaction
Perspective

Community Perspective

Sustain community satisfactio

Financial Perspective

Increase the profit base owuittcompromising the viability of th
business

D

Customer Perspective

Sustain customer satisfaction

Internal Processes

Align processes and practicesgport the vision and enhance our

value proposition

Learning and Growth

Maximise employee productivatyd provide enabling information
systems

3.4 Mayoral priorities

City Power is a municipal entity and thus has fgraltself with the mayoral priorities of the Cibtf
Johannesburg. In Johannesburg there are six migyaraties as depicted in table 3.2
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Table 3.2: Mayoral Priorities

Mayoral Priority City Power’s response with regatd outcome
Economic Growth and JopAlign supply and demand: BEE, Engendered spend, ERW
Creation Free Basic Electricity, Providing product and priaage, etc

Health and  Community Compliance to basic services delivery programme
Development
Housing and Services Adherence to the housing memeints, compliance to service
reliability programme

Safe, Clean and Green City Compliance to SHER eamddihe demand side management
Well Governed and ManagedCompliance to legislation, regulatory and govermapalicies
City
HIV/AIDS Compliance to the HIV/AIDS programme

35 Company Strategic Priorities

After due consideration, based on past performandefuture challenges, the company determined the
following three strategic priorities, in order aigrity, to ensure sustained business performance:

Figure 3.1 below show the company strategic priest

Prioritize social
transformation (public
lighting/electrification)

Seek more revenue
Loss reduction

* Management style * Replacement & upgrades

. Improve climate ° Expand network

* Right people in right places ¢ Maintenance

* Training in key areas * Outsourcing
. Demand-side management
. Alternative energy sources

3.6 Five year strategy, IDP and delivery agenda
The City of Johannesburg has a Growth and Develap@gategy (GDS) which is a 20 year plan for
the city. The GDS is made of sectors and is gowkimethe six developmental principles. The six
developmental principles are:
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Proactive absorption of the poor
Balanced & shared growth

Facilitated social mobility

Settlement restructuring
Sustainability & environmental justice
Creative governance solutions

Table 3.3 Developmental princi

ples

GDS City Power’s respons¢ 07/08 Plan 08/09 plan
Principles
Proactive Basic Service| Electrification: 17000 dependant ¢r8000 planned, final target TB
absorption of| electrification and housing and funding and is dependant on housing 3
the poor public lighting Public Lighting: funding
62% of the formal areas Public Lighting:
10% of the informal areas 63 of the formal areas
15% of the informal areas
Effective roll-out of| Planned Upgrade & RefurbishmentPlanned Upgrade &
infrastructure Bulk Refurbishment:
programmes Distribution Bulk
Distribution
Implement social Roll out of prepaid meters Roll out of prepaid meters
package in  multi{ Provide FBE Provide FBE
dwelling  households
particularly in| Dependant on housing and fundingDependant on housing ar
residential flats and funding
inner city buildings
Balanced &| Network upgrading Planned Upgrade & RefurbishmenlPlanned Upgrade &
shared growth programme /Asset on both Bulk and Distribution Refurbishment on both Bulk an
refurbishment &| CAIDI Distribution
maintenance CAIFI CAIDI
programme; SAIDI CAIFI
SAIFI SAIDI
Implement SAIFI
infrastructure The planned/unplanned ratio [to
maintenance 75:25 The planned/unplanned ratio
programmes to Planned R&M Cost: R128m 75:25
improve efficiencies Planned R&M Cost:
and utility costs
Facilitated Implement basic Electrification: 7000 dependant orklectrification: 3000 dependa
social infrastructure housing and funding on housing and funding
mobility programmes tq
support/facilitate
housing delivery
programmes/strategy
Develop, implement Tariff plan and implementation Tariff plan and irmpientation
and review tariff
policies that support

|

nd

nd

to
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GDS City Power’s respons¢ 07/08 Plan 08/09 plan
Principles
developmental  state
objectives
Support women angdEPWP: EPWP:
youth business Permanent: O (CP contracts are BRermanent: 0 (CP contracts are
development as per MFMA) 3rs as per MFMA)
programmes with Temporary: 2455 Temporary: 2455
Community BEE spent: 70% BEE spent: 70%
Development Engendered spent: 20% Engendered spent: 20%
Settlement Support  the  new Electrification: 17000 dependant orklectrification: 3000 dependant
restructuring | strategy to formalize housing and funding on housing and funding
informal settlements
Sustainability | Demand side Identify and implement DSM Identify and implement DSM
& management projects depending on availabilityprojects depending on availability
environmental programme; of funds of funds
justice
Infrastructure Turbines reinstated subject tdurbines reinstated subject [to
modernization funding funding
programme; AMR roll out AMR roll out
Solar light and solar water heating Solar lighting and solar water
DSM roll out heating
Network Protection Technology | DSM roll out
Implementation of prepaid Network Protection Technology
Implementation of prepaid
Resource conservatigrinvestigation of energy usagdnvestigation of energy usage
programme patterns, including the Inner City; | patterns, including the Inner City;
Investigation of the relationshiplnvestigation of the relationship
between usage per capita and usalgetween usage per capita gnd
per consumer unit; usage per consumer unit;
Identifying areas where a reviseddentifying areas where a revised
approach is necessary (e.g. Tajiipproach is necessary (e.g. Tayiff
model to suite specific areas); and model to suite specific areas); and
Recommendations  for  TariffRecommendations for  Tariff
adjustments for 2007/08 will beadjustments for 2008/09 will be
prepared. prepared.
Implement  education Customer Education forums Customer Education forums
& awareness Key customer: 1 Key customer: 1

programmes in energy

LPU: 10
Domestic: 84

LPU: 10
Domestic: 84

Creative
governance
solutions

Proactive community
engagement  throug
on-site inspections
improved turnarounc
times

Customer Education forums
hKey customer: 1
-LPU: 10
I Domestic: 84

Customer Education forums
Key customer: 1

LPU: 10

Domestic: 84
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The GDS is translated into the Integrated Develogn®an (IDP). City Power influences the GDS's
many sectors and principles but most of its infeesms on the infrastructure sector. The company
priorities will be in line with the GDS, IDP andetstrategic framework of the shareholder. The table
3.4 below shows how the City Power’s strategic dgen in line with the GDS:

Table 3.4: City Power’s strategic agenda and GDS

LONG-TERM LONG-TERM | 5-YEAR DELIVERY DELIVERY AGENDA
GOALS STRATEGIC STRATEGIC AGENDA FOR | FOR 2008/09
INTERVENTIO | OBJECTIVES 2007/08
NS
1. Extend & Eliminate all| Distribute 17000 dependant on3000 planned, fina
differentiated backlogs electricity to at| housing and funding| target TBD and s
package off In access tqg least 95% off dependant on housing
service that i9 pasic services | formalised and funding
fit for purpose, households
affordable and Provide street The target for 07/08 The target for 08/09 is
reliable, In lighting to 95% of| is 2% which means it 1%, this means it will be
accordance formal areas in will be moving from| moving from 62% to
with  national Johannesburg but | 60% to 62%| 63% cumulative and i$
policy City Power will| cumulative. This| dependant on funding.

commitments

only achieve 659

means the number g

fThis means the number

and an agree because of public light will be| of public light will be

local definition continued 182000 186000

of appropriate budgetary

levels of constraints

service Provide street The target is 10% inThe target is 5% in
lighting to 60% of| targeted high crime targeted areas, this
informal areas means it will be moving
settlements from 10 to 15%

cumulative and iS
dependant on funding.

Increase allocation All households in the Provide households that
of free basic| City’s indigent list| consume up to 500kWh
electricity to poor| are provided with with FBE as per social
households andFree Basic package
those with special Electricity
needs

2. Extension Within a| Reduce losses byl2% total losses.11.9% total losses

and competitive 2% to 1% This equals the

maintenance of industry amount of R532m

reliable ~ and| environment, | Reduce electricity Develop an assetimplement an  asset

competitively | contribute 10| gytages by 50% bymaintenance maintenance

priced services meeting thel year 2010 (bulk] management strategymanagement strategy

required byl management | medium and low CP to reduce bull Implement infrastructure

commercial ang needs of the yoltage) but City outages to 104 refurbishment

institutional city Power will onlyl and MV outages t¢programmes

consumers achieve 30% 1000. The
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LONG-TERM LONG-TERM 5-YEAR DELIVERY DELIVERY AGENDA
GOALS STRATEGIC STRATEGIC AGENDA FOR | FOR 2008/09
INTERVENTIO | OBJECTIVES 2007/08
NS
because of planned/unplanned | Reduce network related
Budgetary ratio to 75:25; To be bulk outages from 104 |-
constraints ofl able to reduce 90
07/08 electricity outages by ca|DI
30% in 2010, CP anf~ |k
future energy|
distribution and SAIDI
demand requirementSA”:I
will be evaluated and
a strategy developedThe planned/unplanned
to secure supply| ratio to 75:25;
This will also include
examining supply
capacity from
various supply
points. Develop an
Asset  Maintenance
Management Support
Services programme
to enhance, support
and to sustain an
improved plant
maintenance strategy
Within the | Reduce electricity Investigation of| Investigation of energy
framework of| outages by 50% byenergy usage patternsisage patterns in low-
the RED meetyear 2010 (bulk]in low-income| income residential areas,
the electricity| medium and low residential areag,including the Inner City;
needs of all voltage) but City|including the Inner |nvestigation of the
commercial and Power will only| City; relationship betweeh
bulk electricity| achieve 30% Investigation of the usage per capita and
users in the city because of relationship betweenusage per consumer unit;
Budgetary usage per capita anddentifying areas where a
Through constraints off usage per consumerevised ~approach if
efficiency 07/08 unit; necessary (e.g. Tariff
improvements, Identifying areag§ model to suite specifi¢
reduce the cos where a revised areas); and
per capita approach i§ Recommendations  for
operating necessary (e.g. TariffTariff adjustments for
expenditure for model to suite 2008/09 will be
running and specific areas); and | prepared.
maintaining  all Recommendations
service for Tariff
networks adjustments for
2007/08 will  be
prepared.
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LONG-TERM LONG-TERM 5-YEAR DELIVERY DELIVERY AGENDA
GOALS STRATEGIC STRATEGIC AGENDA FOR | FOR 2008/09
INTERVENTIO | OBJECTIVES 2007/08
NS
3. Service| Ensure Reduce illegal Implement a Implement a
delivery is| integrated electricity comprehensive comprehensive strateqgy
secured through design and connections strategy on reductionon reduction of illega
well designed, maintenance of illegal connections connections subject tp
well-integrated | planning for all subject to funding funding availability.
and well-| infrastructure availability. This| This includes:
maintained with a view to includes: *Continued customet
generation/supp Mmanageable *Continued customef education programme ip
ly, processing recurrent costs education programmetargeted areas;
and distribution| and  extended in targeted areas; *Working with JMPD to
networks life of service *Working with | remove illegal
networks JMPD to remove connection *Continuous
illegal connection roll-out of protective
*Continuous roll-out| Structures in order to
of protective| reduce tampering with
Structures in order tpconventional meters and
reduce tampering street light poles;
with  conventionall *Promote alignment with
meters and streetthe City’s debt write-off
light poles; and indigence support
*Promote alignment programmes;
with the City’s debt * Continue installation
write-off and| of prepayment meters
indigence support
programmes;
* Continue
installation of
prepayment meters
4. Leadership in Ensure Implement at least Turbines reinstated Turbines reinstated
sponsoring andinvestments tq five innovative new| subject to funding subject to funding
adopting extend the technologies in Solar heating, lighting
innovative , yet| service life of| service delivery and other technologies |
locally relevant| infrastructure
technologies are within cost Roll out AMR Roll out AMR
and  delivery| effective DSM/EE DSM/EE
capabilities that thresholds anc Roll out CFL
enable new technical
service tolerances
offerings  and Network Protectior] Network Protection
ongoing Technology Technology
efficiency Contribute  to| Develo and Develo t d D I d
improvement p pmen an evelopime an
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LONG-TERM LONG-TERM 5-YEAR DELIVERY DELIVERY AGENDA
GOALS STRATEGIC STRATEGIC AGENDA FOR | FOR 2008/09
INTERVENTIO | OBJECTIVES 2007/08
NS
across all Research  andimplement implementation of g implementation of &
service areas | industry comprehensive demand side energydemand side energ

D

development by demand side management management programme,
sponsoring and management programme. in conjunction with CP.
where programmes  for By — law support forl Enforce by — law fof
appropriate energy installation of ripple| installation of ripple
adopting  new relays in hot watefrrelays in hot wate
technologies geysers in  new geysers in new
that enable developments. developments.
service Environmental Environmental
efficiency and Management  Unit Management Unit will
quality will  continue to| continue to address the
Improvements, address the conservation awareness
especially those conservation program in the 08/09
that are awareness  programfinancial year.
relevant to in the 07/08 financia
developlng year.
world/city
contexts
5. Maintain a| Maintain  and| Support the Assist in the
regime of| improve service establishment of establishment of RED
responsible delivery the RED
service delivery| efficiency
regulation and levels through
stakeholder progressive and
interaction continuous
improvement
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Section 4 Our Operational Agenda

4.1 Company Projects
City Power has strategic projects that are crosstional and run over several financial years. €hes
projects are monitored at executive level becadighar impact on the company achieving it vision.
The following are strategic company deliverables
- Value Chain Optimisation
Business Process Automation and Document Managegslementation
Company Data Quality Improvement
Enterprise Application Integration (EAI)
Disaster Management Strategy
SHER management system implementation: Awarene&k3 ra@ming
Project Clean Audit
Human Resource Strategy
o HRS: Build sustainable skills and competence bsis#q audit)
o0 HRS: Remuneration philosophy
0 HRS: Attraction and Retention Strategy

4.1.1 Company Value Chains

In 2003 this project started as a value chain dgweént project for the company. In 2005 City Power
has initiated the deployment and optimisation d@achains within the company. This project is
ongoing to entrench standard business processdbeinbusiness together with the disciplined
measurement and reporting inherent in managing ,thendeliver continuous improvement through
process optimisation. As well as to become a psoasture driven organisation, where we add
continuous value to our customers, in order to enghat we measure all our key performance
indicators and report on these regularly in aligntweith the overall business strategy.

There are currently 5 core value chain processtsniine organisation which are shown on table 4.1
below:

Table 4.1: The core value chain processes withenotlganisation

Value Proposition Driver: Company Value Chain:
Service Delivery Processes Manage Customer Interfac
Product Delivery Processes Manage Availability of Supply

Maintain Network
Network Asset Creation
Supply Chain Management

Revenue Collection Processes Revenue Management
Human Capital Delivery Processes Manage Human Ressu

The following has been rolled out in terms of th@imization of the Value Chains, it must be noted
that all processes are at different stages:
- Job Profiles and Compacting of Value Chain Teams
Value Chain forums
Evaluation and validation of current processes
Re-mapping and updating of processes
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Compilation of updated KPI's and measurements
RACI documents

The following is what still need to be done on tiadue chains:
- Visual dashboards of measurements and progredisvalize chains
Training of all levels of employees
Communication of Value Chains
Intranet Site
Monitoring progress and bottlenecks
Benchmarking
Continuous Improvement and sustainability of preess
- Business Process Automation and Workflows
Business process automation and document managemaact is in progress, it will implement
automation in phases for each of the value chaifthe Value Chains need to still be fully
operationalised and effectively deployed acrosseakls of the organization. Regular monitoring and
reporting must be more disciplined.

4.1.2 Implementation of Business Process Automation anddzument Management

Business Process Automation and Document ManagerSehition project is currently being
implemented. The project is a 4 Phase projecthhata life cycle of 3 %2 years. The project kickéd

in February 2007 and began with the pilot phaseasPhl which encompassed 4 processes:
Reconnect/Disconnect, Leave, Overtime and the tinvgi

The second Phase of the project is now underwayptitase consists of the Supply Chain Value Chain,
Revenue Management Value Chain, Organizationalgdesid the Employee Relations process.

This project leverages off the existing SAP systerd aims to bring about improved productivity and
efficiencies with in the organisation through leaging off our technology and building sustainable
processes, with a view to continually improve thecpsses.

4.1.3 Company Data Quality Improvement
City Power has decided to follow the CIM modellistgndard as a base to manage the company’s data
guality and governance by setting up the Enteris& Management (EDM) project. The organization
recognized data as a valuable asset and decidethlte an effort to improve the deteriorating data
guality and integrity. This project is a major dodg awaited pre-requisite for many current andiieit
projects. The EDM project will provide an integrtgew of the data produced and consumed across
an entire organization, it will represent a singegrated definition of data, unbiased of any eyysbr
application.

To ensure the success of this project the follovaogcepts will be implemented in the 07/08 — 08/09
fiscal years
- Implementation of data governance structures toreafdata ownership.
Change management to create awareness, undergtandoeptance and involvement in the
data initiative.
Prioritisation of data initiatives based on thafue to the organisation
Define the importance of “clean” data in City Power
Define data management policies
Define data quality standards
Procure a data modelling tool
Develop a detailed data architecture that will Iseduto assess the impact of new data or
change on the data architecture.
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4.1.4 Enterprise Application Integration (EAI)

EAIl is the use of software and integration architee principles to connect the information and
functionality of a multiple set of disparate infation technology (IT) systems within an enterpgse
that they function as a single consolidated systeanrently City Power is faced with “point to pdint
system integration which has proved to be expensind City Power needed system flexibility and
integration that can position it strategically fature business continuity. The implementation &i E
promises to give this strategic positioning throwgh Enterprise Service Bus (ESB) also known as
“middleware”. The implementation of EAI is highlyedendent on the EDM project, and will only
continue once the data structures are in a forhmt ¢an be used by the middleware to yield real
business value.

Initiatives completed in the 06/07 fiscal year
- An EAI readiness and feasibility assessment fronerserprise perspective (organizational,
people, systems, partners etc)
EAI architecture recommendations
Recommendation of the types of EAI software toold the functional requirements of these
tools to support the EAI architecture
A set of EAIl standards and protocols to drive thplementation of the EAI architecture and
also to govern the future procurement of softwgmgieations by City Power
A methodology and implementation approach to a@htbe proposed EAI architecture
Proposal of resource requirements to achieve thgoged EAI architecture
Definition of EAI Governance
Guidelines to leverage the investments made irtiegipoint to point integration

Initiatives to be achieved in the 08/09- 09/104disgears
Acquisition of an Enterprise Service Bus (ESB) withgistry & repository capability to
provide the platform for a feasible Enterprise Apgion Integration (EAI) architecture.
Cease “point to point” interface development indiaw of linking systems via the ESB in
order to address all existing and future integratequirements
Modify the majority of existing “point to point” dich interfaces to support “real-time”
communication via the ESB
Make use of the EAI Blueprint standards and prdwoaeden developing all interfaces
In order to ensure successful EAI implementations proposed that City Power adopt an
EAIl governance structure and policy.

City Power should make use of the phased implertientapproach to meet these requirements. In this

approach City Power needs to acquire the necesséiryare and human resources to take ownership of
EAI

4.1.5 Disaster Management Strategy
The objective of the project is:
To minimise the damage of a disaster or busingssruption to City Power, its employees,
customers and shareholder,
To enable City Power employees to act expedientyssure that a relatively minor occurrence
does not escalate into a major disaster.
To ensure that staff is made aware of the disastaragement procedures that needs to be
followed in case of a disaster.
The Achievements on this project are:
City Power Disaster Framework/Policy developed
City Power Risk Profiles developed
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City Power Load Shedding Strategy developed
Purchased DRM software

Gauteng Emergency Power Plan Framework (GEPP)dethl
Aligned City Power DRM Strategy with that of CoJ

DRM Committee members trained

Appointment of DRM Committee members by the MD
Meetings with CoJ Advisory Forum

The plan for 07/08 is:

1.

2.
3.
4

5.

Introduction of Disaster Steering Committee.

CoJ Risk Service to be invited to present Busiasginuity Plan.

Training of personnel (Risk Control) on Disastdoimation Software

Commissioning of Disaster Management Informatiorftére @ Roodepoort & Reuven
Control Room

Communication of DRM Strategy to CP depots withIRuRelations & Communications dept.

The plan for 08/09 is:

1.

2.

DRM to be factored into Management Job Descriptions
Continuous review effectiveness of the projectiega

4.1.6 SHER management system implementation: Awareness dffraining

A SHER Management System is the framework for ethmd of guiding the organization to achieve
and sustain performance in accordance with estealigoals and in response to constantly changing
regulations, social, financial, economic and comtipetpressures and safety, health and environrhenta

risks

The achievements on this project are:

1.
2.

©ONO O AW

Service provider (Expectra) appointed

Developed SHER Management System based on ISO&th(itB001:2004 - Health & Safety
System and 14001:1999 - Environmental Management)

Integrated SHER Policy developed & signed by MD

Implementation Steering Committee appointed & &din

Management Representative appointed by MD (SHERoSBtanager)

Training of depot Managers & their Secretaries egdl Register & ISOMETRIX

Legal appointments of CP Directors as 16(2) byMie

Successfully passed SABS Stage 1 Audit

The plan for 07/08 is:

CoNorwWNE

ISO Certification

Review SHER Policy

Management Review

ElIA’s and HIRA

Develop Waste Management Strategy

Develop Site Specific Impact & Aspect register

Pollution Control (refurbishment & replacement efking transformers)
Energy Efficiency Strategy

DIFR Reduction Strategy

The plan for 08/09 is

1.
2.

Programme review and
Continuous improvement
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4.1.7 Project Clean Audit
This is a City wide project and all MOEs have tonply. Issues raised at the last audit were allacate
to people and addressed resulting in City Poweiestiy a clean audit during 2006/07 .This will be t
process going forward and will need to be maintine

4.1.8 Human Resource Strategy

HRS: Build sustainable skills and competence bsls#q audit)

Enhance leadership, functional and generic manageommpetencies and improve competency
levels of staff with a view to “building a sustabia skills and competence to meet the requirements
of the company strategic priorities and objectites.

65% of employees have patrticipated in the projdBD is currently looking at option and a budget
to see if the project can/should be completed DBAD.

HRS: Remuneration Strategy And Philosophy

The objective is to develop (and subsequently implat) a strategy that will address equitable
remuneration practices. There needs to be incladitat will attract, retain and reward people that
have the skills that City Power requires to deli@ewvorld class electricity distribution servicehel
development of the Remuneration Strategy will resnl the alignment of all remuneration
activities, systems and policy with the overalkdiion and business strategy. The strategy will als
contribute towards creating a competitive edge bgbéng City Power to keep up with the
prevailing trends in the remuneration field.

Going forward the strategy will be implemented aestpe project charter.

HRS: Attraction and Retention Strategy

This strategy provides a holistic approach that address equitable remuneration practices. There
needs to be inclusions that will attract, retaid eeward people that have the skills that City Rowe
requires to deliver a world class electricity disttion service. Going forward the strategy widl b
implemented as per the project charter.
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4.2 Priority Objectives
The Strategic priority objectives for the energgteeare:

- Electrification
Public lighting
Reduction of losses
Reduction of outages
Demand side management Energy Efficiency programmes
Innercity rejuvenation
2010
EPWP

4.2.1 Electrification

City Power has electrified over 50 000 previousiyadvantaged dwellings over the past five years.
Graph 4.1 below indicates the numbers of connestiachieved annually from 2002/3 to 2006/7
financial years.

Graph 4.1: Electrification Programme

Electrificaction Programme
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40000 —

50019

30000 —

20000 1
8920 10350 13606 11464

10000 5670 |
0

2002/03  2003/04  2004/05  2005/06  2006/07 TOTAL

No. of Connections

Financail Years
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Table 4.2 below shows the areas that have beetriékst:

Project Name Number of | Political
Stands Region

Electrification of Klipfontein View 336 Region E
Electrification of Lombardy East (River Park) 454 edon E
Electrification of Braleyview Ext. 14 & 16 102 Regi E
Electrification of Matholesville 705 Region G
Electrification of Tshepisong Proper 6000 Region D
Electrification of Vlakfontein Proper 1600 Region G
Electrification of Vlakfontein Extension 4500 Regi®
Replacement of metering system at Tsutsumane 1800 egioRE
Normalisation of Lawley Proper 1553 Region G
Electrification of additional stands within City Wer area of 400 All Regions
supply
Electrification of Far East Bank Ext.8 200 Region E
Electrification of Golden Triangle 7000 Region D
Alexandra Normalisation Phase 1 and 2 11000 Rdgion
Electrification of Infills in Alexandra area of Nmalisation 400 Region E
Replacement of Metering system at Mayibuye 2500 idtel
Replacement of metering system in Far East Bank 0200 Region E
Electrification of Tshepisong East 1054 Region D
Normalisation of Alexandra Phase 3 5000 Region E
Electrification of Leratong Village 540 Region C
Electrification of Ernadale Ext.8 70 Region G
Total 47214
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These programmes have positively contributed tosvgpdverty alleviation, the following small
business have emerged in the townships:

Establishment of “Spaza” shops

Back yard mechanics

Informal restaurants

Employment of local community during project exeont(EPWP)

Community Phones (Cell C, Vodacom and MTN)

And improved living standards

4.2.1.1 Current projects

Table 4.3 illustrates the townships that have h@enlaimed recently and the electrification procsss
currently underway, the majority of these projeats at the construction stage however others #ire st
at the planning stage.

Table 4.3: Electrification projects to be completed

Project Name Number of Stands | Political Region
Electrification of Far East Bank Ext.7 1700 Regibn
Electrification of Tshepisong West (Ebumnandini) 080 Region C
Electrification of Lawley station 7775 Region G
Electrification of Pennyville (Zamimpilo) 2800 Regi B
Electrification of Kliptown RDP houses Phase 1 1221 Region G
Electrification of Clermont (Kathrada) 500 Region B
Lehae Village Phase 1 2500 Region G
Alexandra Normalisation (Phase 4.1) 8500 Region E
Total 27996

4.2.1.2 Future Plans

Table 4.4 shows the projects that have been idetht#s part the electrification master plan, whih
derived from the housing plan. It is envisaged that following townships will be proclaimed and
developed in the near future.

Table 4.4 Projects included in the master plan

Project Name Number of Stands | Political Region
Electrification of Lehae Phase 2 2500 Region G
Electrification of Mountain View 5000 Region G
Alexandra Far East Bank Ext.10 900 Region E
Electrification of K206 (Alexandra) 9000 Region E
Electrification of Sol Platjies Phase 1 2500 Redbn
Electrification of Bushkoppies 1500 Region G
Electrification of Motswaledi (Bara-Link) Phase€3500 Region D

1
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Project Name Number of Stands | Political Region
Electrification of Kapok 2000 Region G
Normalisation of Alexandra Proper (Phase 4.2) 52000 Region E
Electrification of Doornkop 22000 Region D
Total 100900

Electrification specification

City Power has improved its electrification spegifion in order to cater for proper revenue coibext
make provision for public lighting infrastructuneetwork protection and future upgrades by providing
the following:

Split Prepaid metering

Street Lighting

Concrete Poles

Auto Reclosers

Path Finders

60Amp breakers

Underground MV bulk infrastructure

Due to the above specification the cost per commetias increased to an average of R5600 per stand.

Typical electrification layout
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Bulk Infrastructure

The majority of the above mentioned townships acated on the outskirts of Johannesburg and far
from serviced areas. Their locality has posed aehaballenge in terms of bulk infrastructure
availability.

In order to electrify Lawley Ext.3 & 4, Kliptown RBand Pennyville, the following bulk infrastructure
is required.

Electrification of Lawley Bulk Infrastructure

The scope of the bulk infrastructure is to desgymply, install, commissioning and hand over a:
20MVA transformer and associated switching infractiuire at Hopefield Substation to cater for the
additional capacity requirements.
88KV breakers on each of the existing incomersreettoe 20MVA transformers and it's associated
protection upgrades for the additional works
11kV Medium Voltage (MV) underground cable with asigsted joints and terminations to transfer
load from Hopefield Substation to Lawley Townshipubhdary. 6x185, 3 core MV cable for
approximately 7.5Km.

The funding requirements for Lawley are in tabke delow:

Table 4.5: The funding requirements for Lawley

LAWLEY BULK SUPPLY Expenditure: Cash Flow
SUBSTATION Cost 2007/8 2008/9 2009/10
Material R 8,356,283.03 R 6,685,026.42 R 1,671@66.
Labour R 3,581,264.15 R 2,865,011.32 R 716,252.83
Eng Fees R 954,220.64 R 763,376.51 R 190,844.13
Sub Total R 12,891,767.82 R 10,313,414.26 R 2,578,353.56
11KV BULK LINK

Material R 20,099,000.00 R 20,099,000.00

Labour R 2,891,100.00 R 2,891,100.00

Eng Fees R 1,666,747.48 R 1,666,747.48

Sub Total R 24,656,847.48 R 24,656,847.48

TOTAL R 37,548,615.30 R 34,970,261.74 R 2,578,3%3.5

Electrification of Pennyville and Associated 88/¢1%kubstation

The scope of this project is to design, supplytathscommission and hand over an 88/11kV, 2 x
45MVA Substation at Pennyville. The substation wéker for an installed capacity of 90MVA, with a

firm capacity of 45MVA, later providing for additi@l capacity up to 135MVA, with a firm capacity of

90MVA.

This substation will primarily supply the newly huPennyville Housing Development comprising
approximately 2800 residential units requiring aitial bulk supply of 10MVA and later providing
supply to neighbouring areas. The funding requirgsiéor Pennyville are in table 4.6 below

Table 4.6: The funding requirements for Pennyville

PENNYVILLE BULK SUPPLY Expenditure: Cash Flow
Cost 2007/8 2008/9 2009/10
88/11KkV Substation
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PENNYVILLE BULK SUPPLY Expenditure: Cash Flow

Cost 2007/8 2008/9 2009/10
Material R 21,000,000.00 R 6,000,000.00 R 15,00MWD
Labour R 9,000,000.00 R 9,000,000.00
88KV interconnector
Material R 1,890,000.00 R 0.00 R 0.00 R 1,890,000.0
Labour R 810,000.00 R 0.00 R 0.00 R 810,000.00
ROAD
Material R 2,240,000.00 R 0.00 R 0.00 R 2,240,000.d
Labour R 960,000.00 R 0.00 R 0.00 R 960,000.00
11KV BULK LINK
Material R 3,800,000.00 R 0.00 R 3,800,000.0
Labour R 715,000.00 R 0.00 R 715,000.00
Eng Fees R 3,870,000.00 R 2,500,000.00Q
Sub Total R 44,285,000.00
TOTAL R 58,145,000.00 R 8,500,000.00 R 24,000,0@0.0 | R 4,515,000

Electrification of Kliptown and Associated Bulk $lyp

The scope of this project is to design, supplytathscommission and hand over the complete elsatri
reticulation network for Kliptown RDP Developmentdaprovide Bulk supply infrastructure to transfer
capacity from Orlando Ekhaya Substation to the télij;y RDP boundary which is approximately 8km.
The development consists of 5700 residential warits a bulk load of 17.5MVA will be required using
an ADMD of 3kVA/stand. Bulk Supply to the developmavill be transferred via 3 x 300mm2; XLPE
cables from the Orlando Ekhaya Substation to tiveldpment boundaryhe funding requirements for
Kliptown are in table 4.7 below.

Table 4.7: The funding requirements for Kliptown

Switching station and connecting supply Expenditure: Cash Flow

BULK SUPPLY Cost 2007/8 2008/9 2009/10
Material R 65,676,000.00 R 19,702,800.00 R 45,90B (X0

Labour+ Professional

services R 16,840,000.00 R 3,368,000.00 R 13,4000

Sub Total R 84,200,000.00 R 23,070,800.00 R 59,205,00

To conclude, bulk infrastructure is increasinglycdmming critical in the roll out of electrification
programme. The total funding requirements for btdkaddress the electrification of these three
townships are in table 4.8 below:

Table 4.8: Total funding requirements for bulk sypp

Project Name 2007/8 2008/9 2009/10 Total

Lawley Bulk 34,970,261.74 2,578,353.56 0 37,548,615
Pennyville Bulk 8,500,000.00 24,000,000.00 0 32,600.0
Kliptown Bulk 23,070,800.00 59,445,200.00 0 82,06,

Total 66,541,061.74 86,023,553.56 0 152,564,615.3
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Challenges

The following are the challenges currently faced Giyy Power in rolling out the electrification

projects:

Lack of funding, to fund both internal reticulatiand bulk infrastructure requirements
Slow allocation of beneficiaries by housing to thespective RDP houses
Slow pegging and re-location of beneficiaries titdemarcated stands

Lack of coordination between departments and sghergovernment e.g. Local and provincial

housing

Unavailability of Housing Master Plan to guide #iectrification future project plans

4.2.2 Public lighting

Public lighting is one of the mayor’s strategicqpties. Table 4.9 below shows the amounts thae ha
been spent so far on public lighting per annum.

Table 4.9: Funds spent on public lighting ggmum

2004 2005 2006 2007

PLL1 Diepsloot / Midrand / Ivory PL 675,000.00 3660300.00 5,100,000.00] 3,650,000.00
PLLO3 Northcliff / Rosebank 588,500.00 2,600,000.00 1,800,000.00 | 1,360,000.00
PLLO5 Roodepoort Public Lighting 650,000.00 2,860,00 3,850,000.00| 4,450,000.00
PLLO6 Soweto Public Lighting 4,400,000.00 8,840,000 | 5,950,000.00| 8,710,000.00
PLLO5 Alex Randburg Sandton PL 1,820,000.0( 8,330 @0 4,900,000.00| 4,960,000.00
PLLO8 Johannesburg South / CBD PL 1,000,000.00  3%000.00 3,600,000.00] 2,120,000.00
PLL11Orange Farm Lenasia Ennerdale

PL 1,100,000.00 1,040,000.00 3,400,000.00  3,7500000

TOTALS 10,233,500.00 | 33,839,000.00 28,600,000 20,000.00

Analysis of current backlog for new streetlightss ileen done. Table 4.10 below is the backlog of
streetlights per administrative region.

Table 4.10: The backlog of streetlights per adstiative region.

Region | % Backlog | No of Streetlights per Area| Budget Required (present day cost)
A 70% 26,393 R 197,947,500

B 10% 500 R 3,750,000

C 39% 12,555 R 94,162,500

D 42% 26,677 R 200,007,500

E 59% 28,025 R 210,187,500

F 3% 1789 R 13,417,500

G 69% 22,305 R 167,287,500

TOTAL 118,244 R 886,830,000

For City Power to eradicate its street lightingkdag it will need a budget of R160m per annum. The
graph below indicates that at the current provislanbacklog for street lighting will reduce at ery
low rate. Graph 4.1 below show the projectionRablic Lighting within proclaimed areas;
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Graph 4.1: The projection for Public Lighting withproclaimed areas

Projection for Public Lighting backlog within proclaimed areas
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The current public lighting budget is R30m per annThe R30m per annum is 4000 street lights per
year which equates to a 1% reduction rate of tlo&lbg. At this rate City Power will only achieve 1%
backlog reduction rate per annum.

4.2.3 Reduction of losses

The City of Johannesburg has a 5 year objectivediicing losses by 2 percent. This target is moving
from 13.9% total losses in June 2005 and shouldthEL.5% by 2010. Total losses are made up of
technical and non-technical losses. The techiissles are at 9% and the non technical lossesatere
3.12 at the end of June 2007. The programme taceelbsses includes:

Continued customer education programme in targateds;

Continuous roll-out of protective structures in erdto reduce tampering with
conventional meters and street light poles;

Promote alignment with the City’'s debt write-offdamdigency support programmes;

Provide clear criteria to inform where and whengagment meters will be used,;
Installation of prepayment meters

4.2.4 Reduction of outages

Outages can be classified in the HV, MV and LV gatess. Table 4.11 and 4.12 below show the

number of outages over the past four years (NB.:Alt can be seen that the outages have decreased
over the years.
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Table 4.11: HV outages

All = all outages
NPR= Network performance related outages

04/05 04/05 05/06 05/06 06/07 06/07 07/08 07/08

Month All NPR All NPR All NPR All NPR
Jul 6 6 13 13 5 5 2 2
Aug 5 4 14 12 6 6 9 9
Sep 13 9 8 6 5 5 4 4
Oct 10 10 9 8 6 6 8 8
Nov 10 9 16 13 10 9 6 6
Dec 12 11 8 8 7 6 2 2
Jan 16 16 13 10 10 10 10 9
Feb 13 13 9 8 1 1
Mar 13 13 16 15 5 5
Apr 22 19 0 0 5 5
May 12 11 6 5 11 11
Jun 12 12 5 4 9 9
Total 144 133 117 102 80 78
Ceiling 115 104

Table 4.12: MV outages
MV Outages
Month 04/05 All_ | 04/05 NPR 05/06 All 05/06 NPR 067QAIl 06/07 NPR 07/08 All
Jul 121 105 97 70 112 98 133
Aug 71 59 86 61 152 143 95
Sep 115 97 83 62 88 77 77
Oct 126 102 114 92 114 94 95
Nov 114 100 104 76 102 77 99
Dec 130 98 94 87 100 87 77
Jan 152 134 132 122 93 73 88
Feb 108 81 106 99 62 45
Mar 92 60 107 95 85 44
Apr 135 111 106 83 79 59
May 106 88 116 104 118 87
Jun 70 60 86 70 79 57
Total 1340 1095 1231 1021 1184 941
Ceiling 1195 1076

Going forwards City Power will be using CAIDI, CAIFSAIDI and SAIFI figures to measure
interruptions on the network.

CAIDI = Customer Average Interruption Duration Ixd&@his measures on average how long a
customer was out.

CAIFI = Customer Average Interruption FrequencydrdThis measures on average how often
a customer was out.

SAIDI = System Average Interruption Duration Indé&his measures on average how long a
system was out.

SAIFI = Customer Average Interruption Frequencyebadlhis measures on average how often
a system was out.
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4.2.5 Demand side management programme

Project / Intervention Title

Gas Turbine Refurbishment

Objective To refurbish the John Ware, Durban Street and €lotteGas Turbine & tc
their original design capacity and establish opanal capacity for the purpc
of mitigating / avoiding load shedding.

Potential Yield — EnergyDependent on operatiProject .

savings GWh hours —8 hrs per weekdgimeline g]agj[“lgg}o%s
day = 19.68 GWh per month '

Potential Yield - Demangl20 MW Budget R49 6 for 2007/8

MW Estimate |o20"" 5008/9

(R mil)

Finance Source

CAPEX (R 100 m Additional DSM allocation 07/08 )

Progress Report

First engine received, second due end pfilAInstallation by first week |
May, machines available by mid May.

Issues Raised

1.2 million litresof contaminated fuel to be filtered and recover®@dpply o
light fuel oil through CEF negotiated, reducinglfaests by 30%

Actions to be taken

Operational structures to be established.

Project / Intervention Title

Project - Ripple Control Audit and Reinstatement (Eisting Areas)

Objective To refurbish and restore capacity to existing epgéyser control systems in
area of supply, by auditing and irestating the 140 000 installations in the a
where it was previously installed and install reees in the Cleveland a
Observatory substation areas where new transmittess been installed.

Potential Yield — Energy Project Start date

savings per annum timeline |Completion target

Potential Yield - Demandl50 MW at morning arBudget [R 30 for 07/08

Reduction evening peak periods, (geyEstimate |R 20 for 08/09

load only) (R mil)

Finance Source

R30 million from R100 mil additional DSM CAPEX 0BOCAPEX 08/09

Progress Report

Following RFP presentations on 8 and 9 May, orfmrseceiver equipment a
installation services to be confirmed.

Risk / Issues Raised

In the case of existing ripple areas, R 26 millismequired ér the purchase
receivers and R4 million for the replacement ofabdie transmitters. The lat
budget for audit, re-instatement and installatiernR20 million.

Actions to be taken

Evaluation presentation sessions to be set upaomd® May, ISD to be invited.

Project / Intervention Title

Project - Load Management Expansion into New Areas (Convential
Ripple or Smart Metering systems)

Objective To expand geyser control throughout the area oplgufareas never previou:
equipped, or where disntinued radio systems were installed), where
estimated an additional 150 000 residences wiltdinected. The project nr
include time of use or demand response (smart) ringtén conjunction wit
active load switching.

Potential Yield — Energy Project Start date

savings per annum timeline |Completion target
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Potential Yield - Demand

Reduction

R 90 for 08/09
evening peak periods, (geylEstimate [R 100 for 09/10

150 MW at morning arBudget
load only) (R mil)

Finance Source

Eskom DSM funding or alternatives

Progress Report

An RFP has been issued, closed on 14 April. 35orasgnts will be evaluat
by mid May, by City Power IEP Committee.

Risk / Issues Raised

Delays in securing Eskom DSM funding — alternafiweding to be considered

Actions to be taken

Evaluation presentation sessions to be set upaomd® May, ISD to be invited.

Project / Intervention Title

Solar Water Heating Installation - Pilot project.

Objective

To install 42 solar water heating systems at apprately 40 reslences on
measured, trial basis to test the viability of Gftywer acting as an implemer
for a large scale SWH roflut project. The objective is also to identify
potential difficulties of SWH installation and seeuthe endorsement
participants following success of pilot. (CoJ MaaloEommittee participating.

Potential Yield
savings per annum

Energy

Estimated 3212 kWh pProject Start date: 25/3/2008
installation per annum, bagtimeline [Completion target: July 2008
on 200 litreshot water uss

per day.
Potential Yield - DemandEstimated 0,7 kW pBudget |R 1 for07/08
Reduction installation Estimate
(R mil)

Finance Source

50% DBSA and 50% CAPEX

Progress Report

Project framework and charter developed

Risk / Issues Raised

DBSA Financial year end — request to extend oremowext year.

Actions to be taken

Issue of SABS approved suppliers to be clarifiedhwEskom DSN
Clarify participant’s voluntary contribution amount
Apply additional resources to accelerate implenténria

Project / Intervention Title

Solar Water Heating Installation - Mass Roll-out.

Objective

To act in the capacity of an implementer and operan a fee for serviceasi
(revenue generation), ablar water heating systems across the area ofys
To diversify the region’s energy mix to include renélea energy on
significant scale. 220 000 residences are estintatbd suitable for installation.

Potential Yield — EnergyEstimated 3212 kWh pProject Start date: August 2008
savings installation per annum, bagtimeline  [Completion target: August 2010
on 200 litres hotwater use)
per day. 706,6 GWh [
annum
Potential Yield - DemandEstimated 0,7 kW p[Budget [R 1200 for 08/09
Reduction installation Estimate [R 2000 for 09/10
154 MW diversified (R mil)
Progress Report Follows Pilot

Risk / Issues Raised

Installation capacity needs to be developedregress over a longer time
likely

Actions to be taken

Project / Intervention Title

Building Energy Efficiency, EE lighting retro-fit,
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Objective To reduce the energy consumption of City Powerfe@$ and depot facilitic
by: Replacing inefficient incandescent and oldeorféscent lighting with E
lighting and control gear.
Installation of motion sensors to control lightiagd air conditionig load o
unoccupied facilities.

Potential Yield — EnergySubject to RFP assessm{Project Start date: April 08

Savings per annum per site. 15% minimuftimeline [Completion target: Aug 08
targeted

Potential Yield - DemandSubject to RFP ass&sentBudget |R 6 for 07/08

Reduction per site Estimate

(R mil)
Finance Source CAPEX (From R 100 m CoJ additional DSM allocatiaf(s )

Progress Report

RFP to be advertised and issued in April

Risk / Issues Raised

Risk of delivery / installation after end Junen@éncial year end)

Actions to be taken

Co-ordinate with COJ building projects (Clinton Foutida Initiative). Includ
Energy Efficiency at the Civic Theatre — high pi®fite, use as PR.

Project / Intervention Title

Street Lighting Control — Replacement of electro-mehanical clocks

Objective

To replace all electramechanical street lighting clocks that are affeclhy
supply interruptions due to load shedding actisitigith battery backed |
electronic clocks. Specifically applies to strdight strings controlled frol
chambers inside buildings and transformer housesrevit is impractical i
install photocells

Potential Yield
Savings per annum

Energy

Avoids wasted day tinProject
energy consumption due ftimeline
mechanical clock drift

Start: April 08
Completion target: June 08

Potential Yield - Demang Budget [R 1 for 07/08
Reduction Estimate
(R mil)

Finance Source

CAPEX (From R 100 m CoJ additional DSM allocatiai(s )

Progress Report

New Project, identified at IEP Meeting on 16/4/08

Risk / Issues Raised

Actions to be taken

To be implemented immediately.

Project / Intervention Title

Installation of Pre-paid metering and Protective Stuctures

Objective

To reduce non-technical losses in the Naturena, atieareby rducing
uncontrolled energy consumption and revenue loss,wall as associat
demand that is exacerbating the need for load shgad paying customers.

Potential Yield — Energy Project Start date: March 08
Savings per annum timeline Completion target
Potential Yield - Demand Budget R 10 for 2007/8
Reduction Estimate R 11 for 2008/9
(R mil)
Finance Source CAPEX ( From R 100 m CoJ additional DSM allocat@#08, CAPEX 08/09

Progress Report

New Project, initiated at IEP Meeting on 16/4/08

Risk / Issues Raised
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Actions to be taken

Project / Intervention Title

Customer Energy Efficiency Awareness and Education

Objective

Identify effective communication methods and meaia use these to prov
Energy Efficiency information to cust@rs. Aim is to create awareness
educate customers of the need (avoiding load shgpdind benefits (financ
savings) of energy conservation and efficiency mess that can |
implemented. Create an energy efficiency cultuie gromote investmenhiEE
interventions.

Potential Yield — EnergyTarget 10% reduction [Project [Jan 08
Savings domestic and ligitimeline  |Completion — first phase — June 08
commercial load —(126(
GWh per annum)
Potential Yield - DemandVariable Budget [R 3.4 for 2007/8
Reduction Estimate [R2.7 for 2008/9
(R mil)
Finance Source CAPEX (For 07/08, From R 100 m CoJ additional DSMaation)

Progress Report

Pamphlets and material have been created andbdigtd, and a broad |
campaign planned.

Risk / Issues Raised

The project was not funded prior to April 08. (Tlobaudget for project, 6
million)

Actions to be taken

Additional, professional advice to be sought fromdustry leaders -bes
methods to get effective messages across mustunel.finclude animatedds
industrial theatre, City Buzz and inserts intoibdl statements

Project / Intervention Title

Compact Fluorescent Lighting (CFL) Residential RoHout

Objective

To replace 1million incandescent light bulbs, (noatly three pe
domestic/residentiacustomer premises). Establish a CFL bulb replact
scheme via our customer walk-in centtesensure sustained use of CFLs
provide an environmentally acceptable method obliisposal. (Partner w
Pikitup)

Potential Yield — Energy67,5 GWh per annum Project  [Start: April 2008
Savings timeline [Completion: Dec 2008
Potential Yield - Demand4d5 MW, 5 hours coverifBudget [R 15 for 08/09
Reduction evening peak period. Estimate

(R mil)

Finance Source

UN Clean Development Mechanism, set up by Philgpopex MOU

Progress Report

Kick off meeting between CP team, Philips and tietxM vendor is schedul
for 22 April.

Risk / Issues Raised

Actions to be taken

(In order to promote EE awareness within CP, irgtor bulb sponsorship)

Project / Intervention Title

Energy Efficient Street Lighting. (Mercury Vapour b ulb replacement)

Objective

To replace 7638 Mercury vapour 400 Watt streditligmps with 250 We
high pressure sodium lamps
as well as replace 10 000 mercury vapour 125 Whltt7@ Watt high pressu

sodium lamps.
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Potential Yield — Energy6.3 GWh per annum Project  [April 2008
Savings per annum timeline [Completion: Oct 2008
Potential Yield - Demangl.65 MW Budget |[R19.4
Reduction Estimate
(R mil)
Finance Source CEF / CDM funding

Progress Report

Project framework completed.

Risk / Issues Raised

Actions to be taken

Establish co-operation agreement with CEF andesi@QEF / CDM funding

Project / Intervention Title

Distributed Generation Plant Installation / Partnering

Objective

To identify the capacity of privately owned standbgneration that may

available for utilization by means of generationrtpar agreements. (On

interruptible or load displacement basis where aking tariff is used to offs
private genettgon fuel costs). Also determine the standby getr@racapacity th:
Municipal Owned Entities (MOESs) require, that may ibstalled and used on

same principle.

Potential Yield — EnergyNot applicabl Project  [Start date: April 2008
Savings per annum timeline
Potential Yield - DemandTo be determined by suryBudget |R 1for 2007/8
Reduction to identify customers wilEstimate [R 80 for 2008/9
installed generation capad(R mil)
and capacity requirements|
MOEs requiring  backy
power.
Finance Source CAPEX

Progress Report

New project identified at IEP Meeting of 16/4/2|

Risk / Issues Raised

The development of peaking tariffs needs to beestdd (NERSA)

Actions to be taken

Consultant to be engaged to determine needs ofSMOE

4.2.6
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4.2.7 Inner city rejuvenation

City Power is participating in the Inner City demement program. Currently the Inner City has old
network that has passed it useful life span andseebe refurbished. Most of the 2010 projectsiiar
the Inner City and will assist in the upliftment ibfe Inner City. Projects planned for 2007/08 are
mostly distribution projects which had to be dethyecause of the budget constraints

4.2.8 2010 Projects
City Power has developed a comprehensive 201@gyrathich is outline below.

4.2.8.1 FIFA infrastructure Requirements

The following is an extract referring to the elezt requirements for stadia from the publishedA=IF
document: Technical Recommendations and Requirenfentthe Construction or Modernization of
Football Stadium (Published by Federation Inteoratie de Football Association)

Clause 27: Lighting and Power Supply

“For all matches played at the top level of the gain the evening, the entire surface of the playing
area must be evenly lit, to a standard which gusgasa clarity of vision for match participants and
spectators, and which enables the match to be edlayn television.” It is imperative that power
failure should not lead to the cancellation or gmstement of a match or television broadcast.”

“To guard against this a stadium should have twarses of power, each one completely independent
of the other. The power system should be suchiriithe event that any failure of the primary syppl
should occur, the second independent supply wagihmtly and automatically cut in and provide an
uninterrupted flow of current.”

“This twin supply system must be available to alas of the stadium whether it is the playing field
spectator areas, internal room’s corridors, etc.

“Additionally, a back-up generator should be avéila to provide power for emergency public
evacuation purposes in the unlikely event that lobthe independent power supplies should fail.”

“It is quite unacceptable that power failure shoufdany way inhibit any part of the normal actieti
within the stadium.”

Given the vast interconnected overhead networkftirats part of the electrical grid in South Africa
and the environment in which this grid operatesrahs a significant probability of momentary owag
or dips due to remote faults on the network. Oniefkey characteristics of the lights used fodista
illumination is the required dead time between geiwitched off and being ready for reuse whichfis o
the order of a 7 - 10 minutes. In addition to toe®l down period, the lights also take several t@su
after being switched on before they reach fullnilnation. In the event of a dip or momentary outage
causing the lights to trip and reset, the gamectbalinterrupted for 10 - 15 minutes.

4.2.8.2 Electricity Infrastructure

The reliability and quality supply of electricityiflvform the basis of the successful hosting of ¢évent.
The City has to ensure an uninterrupted supplyaioous areas and facilities such as radio and TV
broadcasting centres, stadia (day and night garesls (FIFA family and fans), training and praeti
venues, public viewing sites (live feed and ententnt).

Any service breakdown to the service facilities|Ww# disastrous to the hosting of the event. &ls®
expected that the winter peak demand (June/Julythemetwork will be increased to higher levels,
much higher than historical levels as a resulthef number of visitors and extended hours of use at
public facilities, hotels etc.
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This unusual consumption will put extensive demamd the existing networks. The department,
together with City Power, has identified variou®jpcts that have to be implemented to increase
network capacity and/or ensure reliability of sypflhese programmes broadly include upgrade and/or
replacement of obsolete infrastructure and ingtailaof lights at public spaces. Also, the projects
particularly around stadia precincts are aimedatiging back-up supplies and independent sourtes o

power.

City Power together with JDA has analyzed all thadl requirements to each stadium precinct and
adequate power provision is being catered for tjinca series of projects either from new supply {soin
or from existing networks.

4.2.8.2.1 Operational Readiness

The preparatory work on identification of 2010atlieal infrastructure requirements have started,
consultants with relevant expertise have been Wroingto assist with drawing up the project plal an
ensuring that the FIFA requirements in terms ofliguand reliability of supply are met.

The detailed designs for Crown and Siemert Roadtatibns have been completed. Both substations
are key supply points for the main stadia, namelgc8r City (Nasrec Precinct) and Ellis Park. The Bi
documents are currently being prepared and theroickss will commence soon. However, transformer
orders have been placed already to expedite tleegs0

With regards to the Distribution infrastructure,sibution Planners are busy with the network
assessment, analysis and designs.

The infrastructure requirements have been idedtibe the areas that are already known to be
associated with 2010 FIFA World Cup event, howekiere seem to be no study conducted in terms of
people movement during the event which might haveigaificant impact on other networks not
identified as 2010 event hub.

All street lighting requirements in the stadia pnets and major access roads to the main stadia are
being renewed and reviewed by City Power

The following is the list of projects identifiedrfthe Ellis Park Precinct, Nasrec Precinct, Majdake
points and the Training Venues. These projectsueeclany standby facilities at the stadia. These
facilities will be provided in conjunction with tretadia management.

Table 4.13 : Ellis Park Stadium Projects

Substation / Township

Description

Ellis Park Precinct

Upgrade Street Lighting

Ellis Park Precinct

LV and MV upgrade phase 1

Upgrade MV switchgear & distributors to 185 mm duoeincrease in load fo

Siemert Soccer World Cup
Siemert The City has presently identified the nieeglstablish the Northern Gateway
. Third transformer plus switchboard. Refurbish 11kk¢akers and reconfigure b
Siemert bar
Observatory Upgrade MV distributors and sub rimgsnf Observatory sub station.
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Substation / Township | Description
New distributors from Siemert sub station to praubshotel and othe
developments

Siemert

Siemert Upgrade and extend the Doornfontein/Fartdtty distributors

Table 4.14 on FNB Projects

Substation/ Township | Description

Establish 132kV/11kV substation comprising of 2 @WB/A trx's (Ex Grand

Crown Central)

Crown Sub statior

‘ New distributors from new Crown sub station to adPrecinct.
Master Plan

City Power is running a pilot project on instalatiof monitoring devices on critical points to cahb
crime like cable theft and vandalism. The projeitt @sure quick response of security personnéhéo
scenes of crime. This technology will be used drsabply points to major venues and those critical
points identified as critical to the event.

The networks are designed to cater for redundamoey fwo independent sources. If one circuit fad th
other circuit should be able to kick in immediatelithout any power loss to the venue. For extra
caution, City Power will provide 24 hour standbgrtes to all major venues. Depending on criticality o
the venue, some standby teams will spend 24 hauthe supply point to cover for any unforeseen
emergencies. If need be, City Power and neighbguElectrical Utilities will share resources to eresu
adequate number of operational personnel duringettemt and if necessary outside contractors will
brought on board.

City Power is working with stadia management to Be® the uninterruptible power supply will be
connected to ensure maximum power availability eiglg on the stadium itself and broadcasting
centres.

City Power depends mostly on Eskom and Kelvin spgpld these two entities will form part of the
dedicated team that will ensure supply reliabilitying the event.

4.2.8.2.1.1 Major intake points

To cater for the expected additional load, during 2010 FIFA world cup establishment of two new
275/88kV transmission substations became necessSHmg. proposed substations will contain
4x250MVA transformers and they will be positionedategically in order to create maximum network
stability at the transmission level. Below are tilve proposed transmission stations:

Quattro Substation (Fourth intake point)

This substation will provide additional capacitytihe Nasrec Precinct transmission grid and replace

our existing Orlando 88kV switching station whichshreached its technical life, this project will
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also include the upgrading of interconnecting tmaigsion lines in the South and West of
Johannesburg.

Sebenza Substation (Fifty intake point)

Sebenza substation will provide additional transiois capacity to Ellispark Precinct and
Modderfontein area. This substation will ultimateBplace Kelvin Power station which can no
longer provide medium to long term capacity nedlas;upgrade will also include interconnecting
lines in the North and East of Johannesburg.

4.2.8.2.1.2 Training Venues

The city has identified 16 potential training vesw&thin its boundaries. Among the 16 venues only 8
will be chosen as the final venue to accommodageBtiheams that will be playing matches at COJ’'s
match boundaries. City Power is still waiting fbetpower requirements of these stadia. City Power
does not foresee major requirements as there aoegriacilities planned around these stadia.
Below is the list of venues that fall within CitypWer area of supply boundaries:
Milpark Stadium
The supply has been assessed and deemed to batdergupply the basic facilities for training
purposes.
RAU Stadium
The supply has been assessed and deemed to bedengupply the basic facilities for training
purposes.
Rand Stadium
The supply has been assessed and deemed to batdergupply the basic facilities for training
purposes.
Ruimsig Stadium
The supply has been assessed and deemed to bedengupply the basic facilities for training
purposes.
Cecil Payne Stadium
The supply has been assessed and deemed to bedengupply the basic facilities for training
purposes. There is no backup supply to the stadowinthe project has been raised to rectify the
situation
Rabie Ridge
The supply has been assessed and deemed to batdergupply the basic facilities for training
purposes. There is no backup supply to the stadowinthe project has been raised to rectify the
situation

4.2.8.3 Capital Projects

The projects identified as part of this initiativéll be motivated and detailed in an Implementation
Plan, but initially for the purposes of this repwill be summarised in the table 4.15 below:

Table 4.15: Capital projects identified for 2010

Project Funding Funding
Available R Required R

New distributors from new Crown sub station to MNasrO 20,000,000

Precinct.

Rationalization of supply in Aeroton to provide tetandby| O 8,000,000

facility to the stadium

Establish 132/11kV Crown substation. 20,000,000 0a@@2,000

Upgrade and provide new street lighting in routsding to| O 7,500,000

Nasrec
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Project Funding Funding
Available R Required R
Mondeor 88kV Switchyard 0 32,500,000
Quattro 275/88kV Substation @ Orlando 0 250,000,000
Quattro 88kV lines re-route 0 3,000,000
Eikenhof — Mondeor 88kV Lines 0 2,045,328
Quattro 1 — Mondeor 88KkV lines 0 2,045,328
Delta — Quattro 88kV lines 0 29,533,200
Fordsburg — Quattro 88kV lines 0 16,214,592
Prospect — Mondeor 88kV lines 0 16,214,592
Quattro — Etna 275kV lines 0 100,000,000
Quattro 2 — Mondeor 88KkV lines 0 2,045,328
Esselen — Sebenza 275kV lines 0 100,000,000
Sebenza 275/88kV Substation @ Kelvin 0 250,000,000
Kelvin — Delta 88kYV lines 0 40,214,592
Prospect — Sebenza 275kV lines 0 30,000,000
Milpark/Wits — (Milpark) 0 1,000,000
Rabie Ridge - (Rabie Ridge) 0 1,000,000
RAU — (Melville/Westdene) 0 1,000,000
Ruimsig — (Ruimsig) 0 1,000,000
Cecil Payne — (Florida) 0 1,000,000
Rand - (Turfontein) 0 1,000,000
Wanderers — (lllovo) 0 1,000,000
Upgrade Street Lighting at Ellispark 0 7,852,000
LV and MV upgrade phase lat Ellispark 15,000,000 ,0d6,000
The City has presently identified the need to disfabthe| O 4,800,000
Northern Gateway, provision of new supply
Observatory Sub. Bus bar reconfigure and refurbistim 0 12,500,000
Install third 45MVA transformer plus switchboardefRrbish| 7,500,000 31,000,000
11 kV breakers and reconfigure 88kV bus bar at 8reiRoad| (From DME)
substation
Rebuild parking bay at Siemert Rd Depot, to accodeat® 4,500,000 500,000
Siemert Rd substation upgrade. (Space constraints)
Upgrade MV distributors and sub rings from Obsesmaisub| O 5,500,000
station.
New distributors from Siemert sub station to pragabkotel and 0 7,200,000
other developments
Upgrade and extend the Doornfontein/Fort standbfyidutors | O 1,700,000
Provide stable temporary connections for Fan Péigisting, | O 3,000,000
equipment supplies and catering)
Ensure reliable supplies for traffic lights to avaongestion] O 1,000,000
caused by local power failures
CAPEX TOTAL
City Power | R47,000,000 | R1,081,384,960,
Note:

The above CAPEX requirements will generate futyverational budget requirements to maintain
them and to service any loans — this has not emtinto account at this stage.

Timelines and lead times are critical, and in maages projects must be agreed to immediately if

they are to be completer and commissioned in ton@®09/2010.
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4.2.8.3.1 Capital Budget Requirements

As part of the operational readiness City Power idastified the upgrading and new installation
projects as indicated elsewhere. A budget of R2L1flBion is required to meet the FIFA compliance
requirements. This budget is solely for the degmphareas of the 2010 SWC in order to meet FIFA
requirements as defined in section 4 of this doaume

4.2.8.4 Environmental Factors

Alternative sources of energy such as solar andagabeing investigated to provide power at faesit
such as stadia, public viewing sites and temparargmercial areas to reduce the demand and strain on
the network. Alternative energy sources are aimedoroviding power for ‘low consumption’
requirements such as water heating and lighting.

The upgrade of official venues is targeted for ¢heptions also as part of the FIFA ‘Green Goal
programme.

4.2.8.5 Stakeholder Involvement

The key stakeholders in respect of energy senactesEskom and Kelvin Power who are the major
suppliers of electricity generation and are theeeforucial to ensuring generating capacity. Kelvin
Power provides a very small amount of generatiqpgcily. Eskom being the national supplier is under
pressure to meet the capacity requirements for.201@&s been recognised that generation capagity i
an issue for the country in that there currentlingufficient generation capacity to meet demara. T
address this Eskom have obtained approval for rtegjethe previously mothballed generation plants
and have initiated this program already. They Hopipply the requirements by 2009.

City Power have indicated their expected maximumateds to Eskom and Kelvin during the event
and the two entities are making means to ensuretheruirements are met. The event coincides with
the country’s winter peak, so one needs to casefuflalyse the impact of the event on the already
expected higher peak. City Power has requestecdtddional 275kV injection points from Eskom and
these points will ensure optimum operation of tRistang network and to cater for additional load on
the network. These two supplies will deload thestxg substations to acceptable operational points
ensure the redundancy is maintained in each netsuggly points.

Through the AMEU intervention, City Power is engagivith all the host cities electrical departments
and Eskom to standardize on all the designs andgengther stakeholders with experience on previous
events to ensure proper estimation of load requrdsnand general experience on hosting a similar
event.

Other key stakeholders include neighbouring muaidips such as Ekurhuleni and Mogale who have
substations that can be tapped into if need bereTivél have to be an agreement in place between th
City and the other municipalities. Due consideratigll have to be given in respect of the negatigti
strategy in this regard.

4.2.8.6 Legacy Projects
All the projects identified above will form part tiie legacy projects. This is because the projbets
will be implemented will go on to serve the resttbé community and the stadiums which sorely
needed such an upgrade.
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Section 5

Performance Framework

5.1 Balanced Scorecard Perspectives

Figure 5.1 below depicts the company’s balancedesand framework:

Figure 5.1 Company Balanced Scorecard Framework
v !
COJ Stakeholder Perspective Community Perspective
< » “How do we have a social impact with
citizens/constituents”
A

“How do we attract resources and
authorisation for our mission”

T—> Financial Perspective

= “How should we manage and allocate
resource for maximum return”

Customer Perspective

“To achieve our vision, how must we look to
our customers”

Yy

Internal Process Perspective
-—

“To satisfy our customers and shareholders,
at which processes must we excel”

A4

Learning & Growth Perspective

>
“To excel at our critical processes, how must
our organisation learn and improve”

5.2 Key Performance Indicators

5.2.1 Financial Perspective
The company’s financial value proposition is degicin Figure 5.2 below. In particular the value

drivers, in order of importance are:
Sustained cash flow

Low operating costs

Sustained profit
Sustained revenue growth

High asset productivity
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Figure 5.2: Financial Value Proposition
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The BSC financial indicators are given in Table Below

Table 5.1: BSC Financial Indicators

l_ow Dperating

T
=
S

B

Sosts

Bad Debts Contribution

RM

162

152

more than 1t
184 to 179
178 to 173
172 to 167
below 166

Total Losses

%

12.13

12

abhwpNRORMWDNPRE

more than 13%
12.9% to 12%
11.9%

11.89% to 11%
below 11%

Technical

%

9

Non-Technical Losses

%

3.13

2.9

Gross Margin

%

38.5

39.7

1= below 35.4%

2 = 35.51t0 36.9%
3=37t037.5%

4 = 37.51 to 38.5%
5 =above 38.51%

Payment Levels

Customers

— Key

%

100.97

100

1=
2=
3=

less than 96%
96 to 98%

99 to 100%
100.1 to 101%

above 101%

Payment Levels - LPU

Customers

%

99.08

99.5

less than 96%
96 to 98%
98.1 t0 99.5%
99.5 to 100%
above 100%

Payment Levels Domesti
Customers

%

91.3

94

orowbdPE

less than 90%
90 t0 91.9%
92 to 94%
94.1 to 95%
above 95%
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1= Plan +2% = 1,478,687.87
2 = Plan +1% = 1,464,190.93
3 = Plan =1,449,693.99

4 = Plan -1% =1,435,197.05
OPEX RM 1225.38 | 1245.445= Below 1,435,197.05

1 = Plan more than +/-3

2 = Plan +/-3%

3 = Plan +/-2%

4 = Plan+/-1%

CAPEX - Controllable RM 689.48 653.78]5 = Plan = 745,649.00

1= Plan more than +/-3%

2 = Plan +/-3%

3 = Plan +/-2%

4 = Plan+/-1%

5 = Plan = 262,703.00
CAPEX - Non- ControllablgRM 239.82 217.93 [Subject to funding

5.2.2 Customer Perspective

The company’s customer value proposition is degidte Figure 5.3 below. In particular the value
drivers, in order of importance are:

Quality of supply

Quality of revenue collection
Quality service experience
High product availability
Affordable product price
Positive company image
Quality of customer information

Quality of key customer relations

Figure 5.3 Customer Value Proposition
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The BSC customer indicators are given in Tablebglaw:

| Revision 3.1 | 64 of 113]




City Power Business Plan 2008/13

Table 5.2 BSC Customer Indicators

Customer satisfaction Domesti

Less than 80%
80 to 83%
84 to 85%
85 to 87%

O WNPRF

Customers Index 84 75 = Above 87%
1 = Less than 70%
2 =70t0 74%
3 =75 to 80%
Customer satisfaction —-LPU 4 =81 to 85%
Customers Index 71 75 5 = Above 85%
1 = less than 70%
2=70t0 74%
3 =75 to 80%
Customer satisfaction -Key 4 = 80 to 85%
Customers Index 77 75 5= above 85
Bulk Outages No 81 104 1 = more than 114
2 =1141t0 105
3 =104to 90
4 =891to80
5 = below 80
Bulk Outages - NPR No 94 1 = More the 105
2 =95t0 105
3 =94 to0 80
4 =79 to 60
5 = below 60
Medium voltage Outages No 1184 1000 1 = more than 1130
2 =1130t0 1120
3 =1119to 1000
4 =999 to 980
5 = below 980
Medium voltage Outages - NPRNo 950 1. =more than 1130
2. =1130to 1120
3. =1119to 1000
4. =999 to 980
5. = below 980
CAIDI Minutes |New TBD TBD
CAIFI No New TBD TBD
SAIDI IMinutes |New TBD TBD
SAIFI No New TBD TBD
Faults restoration within th As per NRS As per NRS |As Per NRS
specified time frame as
percentage of the total numbe 1=Below 22.5; 52.5; 82.5; 90.5
faults reported (NRS 047) 30% 30% 2=22.5;52.5; 82.5; 90.5
Within 1.5 Hrs 60% 60% 3 = 25; 55; 85; 93
Within 3.5 Hrs % 86% 90% 4= 27.5; 57.5; 87.5; 95.5
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Within 7.5 Hrs 94% 98% 5 =30; 60; 90; 98
Within than 24 Hrs

5.2.3 Internal Process Perspective

The company’s internal process value propositiodapicted in Figure 5.4 below. In particular the
value drivers, in order of importance are:

Product delivery processes

Revenue collection processes

Service delivery processes
Governance and compliance processes
Product pricing processes

Strategy management processes

Figure 3.4: Internal Process Value Proposition
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The internal processes indicators are given in&d &t8 below:

Table 5.3: BSC Internal Process Indicators

Measure Indicator Unit 06/07 Actual 07/08 Plan 08/09 Plan

1= less than 90%
= 90to 94%
= 951096 %
NRS 048 Compliang = 971t0 98%
Category 4 — Domestic % 100 100 = Above 98%
= less than 90%
= 90to 94%
= 9510 96%
NRS 048 Compliang = 97t0 98%
Category 2 — Industrial % 85 100 = above 98
= less than 90%
= 90to 94%
= 9510 96%
NRS 048 Compliang = 97 to 98%
Category 3 — Rural % 100 100 = above 98
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Measure Indicator Unit 06/07 Actual 07/08 Plan 08/09 Plan

less than 17%
17% to 19%
20 to 22%
23% to 24%
above 24%
less than 65%
65% to 67%
68% to 73%
73.1% to 75%
above 75%

Engendered Company Spend % 22 22

aghrwnNPlaORwNE

BEE Spend (Opex plus Capg39 73 70

5.2.4 Learning and Growth Perspective

The company’s learning and growth value propositiodepicted in Figure 5.5 below. In particular the
value drivers, in order of importance are:

Human Capital Utilisation
Information Capital Utilisation

Organisational Capital Utilisation

Figure 3.5: Learning and Growth Value Proposition
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The Learning and growth indicators are given inl&é&h4 below:
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Table 5.4 BSC Learning and Growth Indicators

Measure Indicator Unit  06/07 Actual 07/08 Plan 08/09 Plan

less than 66%
67% to 69%
70% to 73%
73.1% to 74%
above 75%
less than 15%
15% to 19%
20% to 24%
24.1 to 26%

. above 26%

1 = Above 1.5
2=1to 15
3=06to1l
Disabling Injury Frequen 4=0100.5

Ratio (DIFR) Ratio | 0.37 1 5 = Below 0

5.2.5 Community Value Perspective

Affirmative action % 73 70

agrwNRPIORWONE

Gender Equity % 23.53 20

The company’s community value proposition is degacin Figure 5.6 below. In particular the value
drivers, in order of importance are:

Minimum environmental impact
Sustained social investment
Sustained learnerships
Sustained job creation

Public safety

Figure 5.6: Community Value Proposition
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IDP Scorecard
The IDP Scorecard is given in table 5.5 below:
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Table5.5: IDP Scorecard

Total Number of Customers No 315,037 318,999 321,637
Number of households with acces|No 222,920 230064 230064
free basic electricity (Lifeline tar
only) Residential
Number of new electrificatiqNo 10213 17000 Dependent {3000 Dependent
customers funding [funding
Total number of customer complai% 90% 90% 1. =less than 75%
CLOSED versus Total number 2. =76% to 89%
customer complaints RAISED (dur 3. =90% to 95%
a defined period) 4. =96% to 99%
5. =above 99%
Provision of Public lights in form% 60% 62% 6% Depending @
Areas [funding
Public lights working in high crim{% 86% 90 I?O% Depending ¢
areas unding
No of tasks undertan to compliNo |5 tasks Review all targets {Review all targets as f
with  environmental managem per legal requiremerflegal requirements f
systems (ISO 14001) by target daté for sustainability sustainability
Number of HIV/Aids workplad% 100% 100% 100%
programmes in place
Job creation as per EPWP policy |No 2455 2455 1.= lessthan 1000
Temporary 2. = 2001 to 2000
3. = 2001 to 2600
4. = 2601 to 3000
5. = above 3000
Permanent ( City Power contracts
3 Years maximum as per MFMA)
Fatalities (Public) Controllable No 0 0 0
Fatalities (Public) Non-Controllable]No 4 0 0
Average time taken for City PowenDays |As per NRS| As per NRS As per NRS
resolve queries that are referreq 1 = above 4 Days
them 2 = 4 Days
3= 3 Days
4= 2 Days
5= Below 2 Days
Opex spent on maintenal% 12,7 13.03 13.04
programmes as a percentage
overall Opex budget
Capex spent on network as|% 95 95 95
percentage of the overall Ca
budget
% of ME’s capital budget spent % 100.5 100 100
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% Variance against ME’s peratin¢% 5.33 0 0
budget

Reconciliation of inter compal% 100 100 100
balances with the CoJ

Reconciliation of intra compal% 100 100 100
balances with other ME’s

Fully SA GAAP compliant register [% 100 100 100
assets

% Attainment of clean auditepor|{% 100 100 100

attained by MOE

* Controllable fatalities, any thing more than O =store for that KPI
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Section 6 Risk Analysis

6.1 Background

City Power is a Municipal Owned Enterprise (MOBE)n&2d by the City of Johannesburg (COJ) and as
such City Power is continuously ensuring alignrmaerd compliance to COJ requirements. City Power’s
Risk Management process is aligned and has addpedOJ Risk Management Framework.

6.2 Broad Definition

‘Risk’ is defined an event that may have an impacthe ability of the company to achieve its busine

objectives.

6.3 Risk Management Process

City Power' Risk Management process has four bstek:

Risk identification

Risk Assessment and treatment

Monitoring and Repor
Auditing

ting

Figure 6.1: Risk Management Process

Risk
Identification

{}

Auditing

.

Monitoring
and reporting

6.3.1 Risk Identification

The City Power risk identification process is aéignto the COJ framework. The company risks are
identified annually and they form part of the riglgister. These risks are influenced by the exeeuti

committee, taken for the Audit Committee of the ridoand then approved by the board. The approved
risks are the incorporate in the business plan.

6.3.2 Risk Assessment and Treatment

Once risks have been identified, they must thersligected to a consistent assessment process to
ensure that City Power achieves an objective afisticaresult that can inform its risk profile.

Risk is measured in two ways:
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By the likelihood or frequency of the risk occugin
By the severity / impact on City Power of the regicurring

The City of Johannesburg has developed a two-sdig@gessment process to assess and quantify the
identified risks.

6.3.2.1 Stage One — Impact and likelihood

The first stage involves an assessment of the pakémpact (or severity) of each risk, and them th
likelihood of the event actually occurring. Eacékris scored on a scale of one to five. Table ¢hbws
the criteria used to assess the potential Imp&et/érity of each risk occurring

Table 6.1 The criteria used to assess the potential Imp&everity of each risk occurring
Assessment of Impact / Severity

Financial Reputation Stakeholders Customers

Event would| Contained within the individual Employees may haveCustomers may have
have little| service area. From a regulatarguffered minor first been minimally
financial perspective minor fines or penaltieaid injuries. Event impacted. Event may
impact on| may have been suffered. may have resulted inimpact minimally on
either income localized staff morale a performance target
or budget problems. achievement.

Event would| Affects significant number of theEmployees may haveEvent may impact o
have moderate service areas but with likely shortsuffered temporarya performance target
financial term impact on public memory.disabling injuries| achievement where ja
impact (> 2%| From a regulatory perspective finegEvent may have major milestone wa
2 — on or penalties > R50k may have beeresulted in staff loss missed by more tha
3 budget/income| suffered. Customers may have beeausing minor tqQ 1 month impacting o
or > RO00000) impacted so that complaints are thmoderate a client segment.

on either| result  with  media  coverageconsequences.
income or| (suburban newspaper).

budget.
Event would| Regulator inquiry with medium termEmployees may haveEvent may impact on
have  serious impact on public memory. From |asuffered multiplel a performance targe
financial regulatory perspective fines otemporary disabling achievement where [a
impact (> 4 -| penalties > R100k may have beeimjuries. Event may major milestone wa
4 — 6% on| suffered. Customers may have bedrave resulted in staffmissed by more tha]
5 budget/income| impacted so that complaints are thiess causing serioys3 months andg
or > RO00000) result with media coverage (locatonsequences. subsequent

on either| newspaper not front page). interruption over|
income or several days to
budget. customers.

Not significan

Minor

—

=50

Moderatt
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Financial

Assessment of Impact / Severity

Reputation

Stakeholders

Customers

would
very

Event
have
serious
financial
impact (> 8%
on
budget/income
or > R00000)

Medium term public impact wit
minor political implications. From
regulatory perspective fines

penalties > R150k may have be

suffered. Customers may have be

impacted so that complaints are 1
result with media coverage (nation
TV headlines) and loss of service

Employees may haveEvent may impact on

a suffered multiple
ppermanent disablin
eimjuries. Event may
drave resulted in sta
hiess causing very
aderious consequence
>1

a performance target
jachievement where
major milestone was
fmissed by more than
6 months, resulting in
sa  major r
impact.

custome

financial

impact (> 15 to

perspective fines or penalties
R500k may have been suffere

25% on| Customers may have been impactemnsequences. 8 months to over !
= budget/income| so that complaints are the result wjth year.
=3 or > RO00000) media coverage (national TV
A 0N either| headlines) and loss of service »6
il income or| month.
8 budget.

¥esulted in staff los 5
causing catastrophicmissed by more than
|

on either| month.

income or

budget.

Event would| Long term impact on publicEmployees may haveEvent may impact on
have memory and major political suffered fatalities| a performance target
Catastrophic | implications. From a regulatofyEvent may have achievement where [a

5 major milestone wa

Table 6.2 shows the criteria used to assess thkhilod of the risk occurring:

Table 6.2: The criteria used to assess the likelihof the risk occurring

Probability

Event has occurred within the
repeatedly.

last ysg

alhe event is certain to occur with
this financial year.

e

€,

Event has occurred within the last financjallhe event is likely to occur within thi
Likely — 6-7 year. financial year.

The event has a probability of occurring |aEvent has been recoded within
Possible — 4-5 some time, in the next year. organisation as well as within th

sector in the last 2 years.

Very few recorded or known incidenisThe event may occur at some tim
Unlikely — 2-3 reasonable _ o_pportunity to occur as hawithin the next 2 years.

occurred within other organisations withjn

sector.

Event may occur in exceptional circumstance®No event recorded in the last 3 years.

No recorded incidents or little opportunity for
Rare - 1

occurrence.
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The product of this stage one assessment of inguattikelihood is anlhherent Risk Scorée', which
can range from a minimum of 1 to a maximum of 3bmultiplying the frequency and impact scores.

6.3.2.2 Stage two — Development of Risk Drivers and Risk Gaial Model

Risk drivers are those elements, which tend tdbecause of the risk occurring. Risk drivers akeywa
process in risk management as they provide thesptikdunderstanding of the risk and analysis of the
drivers’ leads to the effective monitoring of theky as well as development of the controls to gaite

or manage the risk. These will be measured andtared as per the next phase of this project. The
formulation of risk drivers is to assist with thaderstanding of the risk (i.e. make the risk more
tangible) and in the formulation of controls, bgite- and post and to manage / minimise the risk
drivers, which in turn reduces the overall headlisk. If the drivers are not identified then {h@cess

is only providing a snapshot of the risks at a pwirtime.

6.3.3 Monitoring and Reporting
Monthly, quarterly and annual reporting on progneith status of action items.

6.3.4 Auditing
This process will be audited continuously

6.4 City Power’s Top 11 Risks

Using the above process City Power has identifeedi1t risks and developed mitigating strategies for
each of the risks which on table 6.2 below.

Table 6.2: City Power’s Top 11 Risks
Risk Description  Background to the risk ~ Current controls Actions to

improve
management of the
risk

Kelvin's failure to| - High pass through cosienalties on poor capacifyManagement
perform as a result of poordelivery current controls.
technically and efficiencies - relates tp

cost effectively fixed and variable costs.
- Inability of Kelvin
Power  Substation t
supply at required level
in term of the PPA

of the

A%

N O

Development of maintenancéiourly monitoring of
plans by Kelvin MW are available tc
determine monthly
availability payment
City Power is currently
involved in Kelvin's
Coal Procurement
Strategy
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No Risk Description Background to the risk | Current controls Actions to improve

management of the
risk

Eskom's Capacity- Eskom’'s failure tg City Power has applied farinvestigating alternative

problems supply (generation andadditional capacity from Eskomsources of energy e.g.
transmission) Piloting Solar Powered
- Ability of the Eskom Streetlights.

network to sustain the new
capacity demand. (Load

Shedding). 109
Reduction.

Implementation of DSM

program

Recommissioning of the Gas

Turbines

3 Unable to meet the GDS| Looking at Alternative sourcesKFW ( German bank

IDP ,and Business Planof funding. PPP, Revenuehas appointed A
targets including generating projects, AdditionalConsultant to help look
electrification, 2010{ Grant Funding. at ways of getting funds
Innercity project, publig for energy effective
light, etc  *Unable tq programs

Business's inability refyrpish  the  aging
to  fund  high network at an acceptable
capital and rate - Not enough funds to
operational upgrade the network e.g.
requirements  out 4th and 5th intake points| .

of current cash compliance to MFMA
flows nor future| requirements.

tariff applications

Updating of the Business PlarR100 million has been
and development of a quarteflyeceived for DSM
report to the City showingprojects
funding related risks

William Mathamela from CoJ 2010 busines
Treasury has been invited t@pportunities

\*2)

EXCO on the 9th April to give conference presentation
an update on Treasury efforts|tavas done to potential
raise funds investors. Feedback
from interested parties
still awaited
4 Budget/money to - Budget constraints Prioritisation of skills focus | Centralisation of the
have sufficient training budget
Skills capacity to
support the
business
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No Risk Description

Background to the risk

Actions to
management
risk

Current controls improve

of the

Create a pool for talent release Implementatidn the
retention strategy
Capacitating the skills levels Budget level
maintained to  fill
certain vacancies
Detailed analysis df
vacancies and
identification of critical
vacancies
5 - Alignment with the| Reinforcing partnership with Capacitation of the
Mayoral Priority.| COJ. Increase access to theWWellness Department.
Impact of| Increased absenteeism duelpline. Provision of immune
HIV/AIDS on | to sick leave, impacting onboosters and nutrition. Dispense
productivity in the| overall performance. and administer ARV's
company
Appointment  of g
Health Counselling
Consultant
6 | Non - technical - Meter tampering. lllegal Meter Tampering - Semi AMR Established a Revenue
losses Connections. Faulty and Tamper Proof meters witHProtection Department
Meters and no-acces9rotective structures has begto ensure the
unable to bill customers | installed. Illegal Connectionsimplementation and
have been removed ancffectiveness of the
replaced with tamper proveControls.
meters with protectiv
structures. Currently utilisin
JMPD to enforce by-laws.
Continuous  Audits.  Install
AMR meters for all LPU
customers and remove all faulty
meters. Continuous customer
education on illega
connections.
7 | Network - Age of the network Capital Investment Program |nAccess controls to be
interruptions - Uncontrollable eventsplace increased on the Load
such as theft/ vandalism Centres
damage by third parties
and insufficient capital for
upgrading and
refurbishment of MV and
LV network
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No Risk Description

Background to the risk

Current controls

Crime Intelligence

(

Actions to
management of
risk

improve
the

K Crime Intelligence

Control) strategy rneeds to be improved
development

Way leave processes anBenalties to be put i
implementation of the Assetplace for 3rd parties that
Management maintenancalamage the electric
system network

8 Domestic

- lIssues relating to theConversion from convention

IManagement of the

Ay

=

Revenue management of credjtto pre- paid. Manage eSLA and the conversio

Collection levels | control  for  domestig Service Level Agreement withfrom Conventional tg
accounts. the City. Pre Paid.

9 | Organisational - Establishment of Engage relevant stakeholderEngage relevant

standards and tariffs.

change due toPhakama and theand staff communication stakeholders and staff
restructuring implications thereof on communication
staff morale and
productivity
10 | Not achieving an - Previous Years QualifiedActively addressing all issuesReceived an unqualified
unqualified audif Audit Report. Mayoral raised in the previous year'saudit report in 2006/07
report Priority. Management Report. financial year
Actively addressing all
previously identified
and raised gaps or
points
11 | Impact of the - Not lose focus on thgEDI Restructuring workgroupsBlue Square appointed
Restructuring  of service delivery *Low| has been established. by ISD identify the
the Electricity| Staff morale * Impact o risks
Industry new areas of supply an
profitability =~ -Employee
productivity about
implications  of  EDI
restructuring. Differen

Restructuring
workgroups in place
again as from March
2008
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No Risk Description Background to the risk | Current controls Actions to improve

management of the
risk

Communication
strategy and change
management strategy to
be developed
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Section 7

7.1

7.1.1

Financials

7.1.1.1Background

City Power is currently faced with an enormous tas&ddressing the following challenges:

- Reducing the average age of our transmission astdidition network where it is in excess of

40 years through refurbishment and replacement

Obsolete and unreliable equipment for which weraréonger able to obtain spares
Addressing and improving safety on the networkreplacement of high risk equipment

A network that due to densification, has in mangaar exceeded its firm capacity and some

instances reached its installed capacity

Capital Expenditure

Infrastructure & Service Delivery Capital Plan

Reduction in outages and restoration times to respmwer following outages

Increased economic activity which will lead to ieased demand on our networks
Extending the transmission and distribution netwonk support of new development, the
electrification programme and projected 9% grovete r

Dramatic increasing in the cost of key resour@dabour and materials

Meeting the Mayoral priorities i.e. Inner City, BRT
Alignment with the City GDS
Upgrading of the networks to ensure a reliable sufgs 2010
Provision of capacity in support of Gautrain

Increasing backlogs due to insufficient capital

7.1.1.2 Long Term Capital Budget Indicatives

Table 7.1 below shows the capital budget for Ciayer.

Table 7.1: Long Term Capital budget

07/08
06/07 | 07/08 YE 08/09 09/10 10/11 11/12 12/13
Measure Indicator | Unit | Actual | Plan Forc Plan Plan Plan Plan Plan
Network Assets Rm 82450 852,70 1012. 10185587582 | 1.199.52| 989.52 989.52
Other Assets Rm 40,58 23.50 29. 25,00 10.48 10.48 10.4 10.48
Total Rm | 865.03| 876.20 1042.1 1043,55 2398.00 1@00| 1000.00 | 1000.00

7.1.1.3 5 year Capital Requirements

City Power developed a 5 year rolling capital plaable 7.2 below outlines the five (5) year
requirements based on the projects identified filoarfive year master plan.

Table 7.2: 5 year capital requirements

Five (5) year Capital Plan

Financial Year 2008/9 2009/10 2010/11 2011/12 2032/
R'000 R'000 R'000 R'000 R'000 R'000
Requirements 3,394,000 2,398,000 1,210,000 1,000,00| 1,000,000
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7.1.1.4 Funding Requirements 2008/9

Table 7.3 below outlines the budget requirements2@8/9 financial based on the projects already
committed and projects which are critical for sirgthility of the company going forward.

Table 7.3: Funding requirements 2008/09

2008/9: Capital Budget Requirements
2008/9: total| 2008/9:Committed
Requirements and Critical Needs| 2008/9:Important
Project Category (B+C) (B) (©)
R'000 R'000 R'000 R'000
Bulk Infrastructure 1,453,700 723,000 730,700
Electrification 65,250 65,250 0
Fire and Security 75,000 2,000 73,000
Load Management 162,000 162,000 0
Meters 379,000 309,000 70,000
Network Development 136,565 49,200 87,365
Operating Capital 25,000 25,000 0
Plant and Equipment 3,000 3,000 0
Protection 29,500 15,000 14,500
Public Lighting 93,900 93,900 0
SCADA 39,000 25,000 14,000
Service Connections 97,580 97,580 0
Telecomms 23,600 16,000 7,600
Township Reticulation 16,000 16,000 0
Upgrading of the Network | 749,975 274,420 502,055
Buildings (OMC) 45,000 0 45,000
Total 3,394,070 1,876,350 1,544,220

7.1.1.52008/9 allocation of budget

Table 7.4 highlights the comparison of the totatidet requirements for 2008/9 vs. the proposed
indicative budget allocation. If only the indicagiloudget is allocated, it must be noted that enéurt
R2.5bn backlog will be created which will put mopeessure on 2009/10 financial year budget
requirements and might result in some commitmeot$ianoured by City Power.
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Table 7.4: 2008/09 allocations

Description Budget (R'000)
Total Requirements 3,394,070
Indicatives budget Allocation 815,000
Deficit 2,579,070

7.1.1.6 CAPEX Fund Allocation

The allocation of funding is largely driven andgpitised by the City’'s Capital Investment Managemen
System (CIMS). This looks at Mayoral initiatives.ilnner City, Bus Rapid Transport (BRT), 2010,
Gautrain, Social Projects etc.
From a City Power perspective we also use thewatig filters:
- Quality of Supply

Safety

Return on investment

Interdependence

Increasing network availability — visible reductionoutages

Decrease in maintenance costs

Social benefits of project

Revenue generation

7.1.1.7 CAPEX Allocation impact

The City of Joburg has confirmed an allocation &f B43,545,000 including non controllable and own
City Power funding for 2008/9 financial year. Atluer prioritisation has been done to the best of Ci
Power’s ability to fit the critical projects withithe final budget allocation. The table 7.5 below
indicates the reduced budget:

Table 7.5: Reduced budget

Type of project

Original submission

Reduced Budget to
fit Indicatives

Reduction

Bulk Infrastructure

R 1,058,085.00

R 460,500,000.00

R595,585,000.00

Electrification R 65,250,000.00 R 65,250,000.00 600

Load Management| R 15,000,000.00 R 15,000,000.00 ORO0

Meters R 80,000,000.00 R 65,000,000.00 R 15,0000000
Network

Development R 86,500,000.00 R 56,000,000.00 R 80090.00
Operating Capital R 27,400,000.00 R 26,000,000.00 1,4R0,000.00

Plant and

Equipment

R 3,000,000.00

R 0.00

R 3,000,000.00
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Type of project Original submission Reduced Budget to| Reduction

fit Indicatives
Protection R 15,000,000.00 R 15,000,000.00 R 0.00
Public Lighting R 42,400,000.00 R 27,400,000.00 5000,000.00
SCADA R 10,000,000.00 R 10,000,000.00 R 0.00
Service
Connections R 97,580,000.00 R 97,580,000.00 R 0.00
Telecoms R 16,350,000.00 R 16,350,000.00 R 0.00
Township
Reticulation R 16,000,000.00 R 8,000,000.00 R 8§@DMO0
Upgrading of
network R 343,785,000.00 R 181,465,000.00 R 16208000
TOTAL R 1,876,350,000.00 R 1,043,545,000.00 R 835800.00

From the above analysis it can be seen that dtleetoeduction in the approved budget for 2008/9,
there is a reduction of more than R800m from thgimal budget proposal. As it has been discussed
above, the proposed budget requirements were lmsedtical and committed projects and with this
reduction in the budget the following committedicel projects have been re-prioritised and deterre
to future financial years depending on future allity of capital from the City.

Bulk Infrastructure
Table 7.6: shows the deferred bulk infrastructumgeets.

Table 7.6: Deferred bulk infrastructure projects

Area Description Budget

Sebenza Transr_mssm_n: _Kelvm - Build a new 275/ 88kV yartdSebenza anle0,000,000
demolish existing yard
Transmission: Upgrade Noordwyk sub station by m@pt;a2 x 20

Noordwyk MVA transformers (two of the three) with 40 MVA (k&sm). Build | 44,000,000
new switchroom and install two new feeder boards.
Transmission: Provision of servitude for proposed@k\8

Lutz transmission lines: Dalkeith / Lutz / C de Wet P&d T-point 38,000,000
Transmission: Extend building and install new shittcard.

Alexandra Reconfigure 88 kV busbar and install additionahsfarmer. 34,000,000

Westfield Transr_mssmn: Extend the switch bays and install Peeder boarj34,000,000
and third transformer.

Princess Transmission: Provision of servitudes, build newk®8Zebra line

Crossin from the existing Roodepoort - Kloofendal circuitdaBuild new| 2,000,000

9 88/11 kV 2 X 40 MVA sub station with 1x11kV feedsvard.

Orchards Transmission: Upgrade trfr capacity toSBAYA 40,000,000
Transmission: Install 3rd transformer, extend theistang

Nirvana switchroom and install additional 11kV switchgebustall 88 kV | 1,000,000
busbar to accommodate in-feed from Etna.
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Area Description Budget
Oakdene Transmission: Establish new 88/11 kV S/S Columimffethe M2 2.600.000
Motorway Phase 1
Edgardale Transmission: Establish new 88/11kV S/S (2 x 45MVRX's) 1,000,000
All areas Repair of HV Transformers 5,000,000
Busbar reconfiguration, replace 4 X 30 MVA transfiers with 3 X
Parkhurst 45 MVA. Replace 40 X 11 kV panels switchgear reishiment 45,000,000
Mulbarton Mulba_rton Sub - |Install adplltlon'c_ll 45MVA transformezaooo’OOO
refurbishment and bus bar reconfiguration.
Christiaan dg C de Wet sub - busbar reconfiguration, addition@M¥A 20.000.000
Wet transformer, expand 11x11kV switchgear, refurbistime ! !
Lutz Lutz Substation. New 88/11 kV 3 X 45 MVA sufation. 51,500,000
Sandringham | Sandringham Substation. New 88/11 K\48 MVA sub station. | 2,000,000
Cleveland Sub - Busbar reconfiguration, replace ighhrisk
Cleveland transformer and install additional 45MVA transfomand feeder 7,000,000
board. Decommission 20 kV networks.
Peter Road Install 3rd 88/11 kV 40 MVA transformer. 23,000,000
All Purchase Mobile Feeder Boards 6,000,000
Kelvin- - . .
i Upgrade the existing 88 kV lines between Kelvingxdndra ang
él)(/%(;(r?gdra Cydna from 100 MVA to 200 MVA 50,000,000
Cydna Reconfigure the 88 kV double busbar. 25,0m,0
Total 556,100,000
Meters
Table 7.7 shows the deferred meters projects.
Table 7.7: Deferred meters projects
Description Budget
City wide pre paid roll out 5,000,000
Domestic AMR roll out 10,000,000
Total 15,000,000
Upgrade of Network
Table 7.8: shows the deferradtwork upgraderojects.
7.8: Deferred network upgrade projects
Area Description Budget
g/l:rrlltgomery Upgrade LV networks from 1Ph to 3Ph 3,500,000
Meredale. Preparation of MSS's and Load Centres 1ftkV
Mondeor conversion (18 MSS & 16 L/C) 1,600,000
Randburg Selkirk Feeder overloaded - reconfigunadiaupgrade 2,420,000
Cydna Lr:/stall dual ratio devices on motorway distributorconvert to 11 2,000,000
Cydna SIj;iﬁ)rlace 95mm (0.15 inch) on Houghton Dx with 185emd close 1,200,000
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Area Description Budget
Randburg Hawken Switching station feeders overldadgpgrade 4,400,000
Lenasia Upgrade overloaded 315 kVA MSS's to 500 k¥2) 600,000
Cydna Upgrade Houghton Golf Course network 5,80D,00
gort.hern Closing of spurs 3,000,000
egion
gou'.[hern Closing of spurs 3,000,000
egion
Nort.hern Re e_nforcement of overloaded MV infrastructure (2006 load 12,000,000
Region readings)
Southern Re enforcement of overloaded MV infrastructure ¢(eir2006 load
) . 12,000,000
Region readings)
Northern Turnkey project to replace LV open wire overheadtayms with
) ) ) 35,000,000
Region ABC in problematic areas.
Southern Turnkey project to replace LV open wire overheadtams with
) ) ) 35,000,000
Region ABC in problematic areas.
Denver Establish new MSS cr Main Reef and Plantatie Roaus de- 800 000
commission TSS Erf 50 Denver ’
Total 122,320,000
Other Critical Projects
Table 7.9: shows other deferred projects.
Table 7.9: Other deferred projects
Area Description Budget
Eikenhof /| Upgrade 11kV interconnector between Eikenhof andldfi Park
Kibler Park switching station 4,000,000
Basonia Ext o .
6-11 New 2 distributor required to support future depahent 1,500,000
Observatory Upgrade Bruma distributor 7,000,000
All areas Modifications to Capex Store 1,400,000
All areas Purchase of 3 Standby Generators 3,000,000
All areas Provision of public lighting in informaéttlements. 10,000,000
All areas Refurbishment of public lights 5,000,000
Total 31,900,000

From the above tables it can be seen that majdribotion is from the network related projects whic
have a significant contribution towards servicawiel. Therefore there is no doubt that this remunct
will have significant impact in service deliverycdadue to the nature of these projects, natural load
growth and network deterioration the required itwvent will have to be made sooner or later and it i

most likely that this reduction will put pressune foture capital budgets allocation.

The following are some of the areas which will #ezimpact in the near future:
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Impact in the reduction of unplanned outages

Impact in the improvement of restoration times

Provision of new service connection will be negalijhimpacted

There will be an increase in OPEX (R&M) due emenyerepairs

Stock Levels will be impacted negatively (most ik be high)

Township developments will slow down due to capgacinstraints

N-1 contingency will be violated impacting negativen network reliability
Deferred budgets will place additional burden awife financial years budgets

7.1.1.8 Focus Areas

The construction / upgrading of substations tovake loading problems and the elimination of
non standard voltages

Upgrade of all transmission and/distribution equepinin order to alleviate the current
overloading situations

Upgrade all equipment where safety of personnelagardised

Upgrade / replace all un-maintainable cable neta/ork

Upgrade of protections systems with modern tectgyomuipment

The expansion of the SCADA system to make it fssio monitor/operate substations
remotely

Roll out of DSM/ Load Management

7.1.2 Major Infrastructure Initiatives
7.1.2.1 Major Intake points

The upgrading of Delta 275/88kV intake point in terth West which commenced in 2007/08 will be
completed towards the end of 2008

Two new Eskom intake points are being planned ¢wige security of supply for 2010 and to provide
the capacity required to support development iht future. These are major projects and will take
approximately two to three years to complete. “®eb& will be situated in the North-East of
Johannesburg adjacent to Kelvin Power Station d@pdattro” in the South West of Johannesburg
adjacent to the old Orlando power station site.e entification of funding for these two projecss
now critical so tenders can be placed to ensutddhg lead item can be ordered.

7122 Eskom Upgrades

To support of our immediate and future capacity raggs our load projections have been
communicated to Eskom. Eskom have indicated thatdvide the capacity required they will have to
upgrade their transmission networks. Initial paytadmave been made to Eskom for some of these
upgrades. Upgrades to support development in theliReg and Roodepoort areas are currently in
progress and are planned for completion at theof2®09. Further upgrades are necessary to support
our planned upgrades in the Midrand areas.

Their transmission networks will also need to béeedled to supply our planned 275/88kV intake
points at both Quattro and Sebenza.

7.1.2.3 Project Status

This section highlights the status of paymentsafgplications made to Eskom for the upgrade of their
substation and backbone infrastructure in ordeater for additional backbone capacity requirements
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Table 7.10: Project status

Eskom payments towards the Infrastructure upgrade ér additional capacity

Project Name Total(Budget quote) | Amount Paid Outstanding
Beyers 13,949,341.00 13,204,028.69 745,312.31
Bordeaux 7,415,486.64 2,663,000 4,752,486.64
Dainfern 1,500,000.00 0 1,500,000.00
Morningside 1,500,000.00 0 1,500,000.00
Harley 9,466,823.76 2,366,706 7,100,117.82
North Riding 3rd Trx| 17,504,047.95 6,902,823 10,804.95
Olivedale 13,016,886.06 3,254,222 9,762,664.54
Randburg 11kV 14,493,238.81 10,869,929 3,623,309.70
Lutz 32,078,703.95 16,039,652 16,039,051.97
Newmarket 16,956,973.00 4,239,243 12,717,729.75
New Road 16,121,522.53 12,091,142 4,030,380.63
Khanyisa (Brywest) 32,883,291.00 8,220,823 24,682 2b
Randburg Backbone| 20,000,000.00 8,078,386.56 18592144
Crown 12,944,346.48 0 12,944,346.48
Randburg
Transformers 14,493,238.81 10,869,929.11 3,6237809.
Delta Upgrade 19,662,000.00 4,787,866.60 14,8744033
Totals 243,985,899.99 103,587,750.96 140,398,149.03
7.1.24 Substation

Upgrade of Existing Substation
The upgrading of eight substations which commernge2D07/08 will continue and will be completed

in 2008/09. The planning and design for a furtheves upgrades is at advanced stage and these
upgrades will commence towards the end of 2007/@Blee completed in 2008/09. The designs for the
upgrading of Siemert Road Substation and Braamior@abstation which support 2010 and Gautrain
respectively have been not been completed, awditimgdjng.

New Substations

The construction of two substations which commerice@007/08 will continue and be completed in

the latter part of 2008.

The planning and design for four new substationfeen completed and three of which are pending
GDACE approval. Crown Substation which will supphe FNB soccer stadium which will host both
the opening and closing ceremonies for 2010 wilgbimg out on tender during 2007 will be completed

during 2008/09.
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Project Status

Table 7.11 below indicate the status of upgrade e substation projects, aimed at addressing
capacity constraints and refurbishment backlodladed to above.

No. |Substation Area to Benefit Progress

1 Khanyisa Substation, Bryanston area Construstiage

2 New Road Substatiol Midrand area Tender Stage

3 Crown Substation, Nasrec Are Final Design Stage

4 Nirvana Substatic Lenasia Area Design Stage

5 Westfield Substation, Moderfontein Area Final iDasStage

6 Fort Substation, Inner City Area Commissioned

7 Wemmer Substation, Turfontein, Rosettenville Afigianning Stage

8 Grand Central Substation Midrand Constructiorg&ta

9 Robertsham Substation Ormonde, Robertsham Arpa mnixsioned
North CIiff, Roseveldt Pa

10 |Roseveldt Park Substation |Area Planning Stage

11 |Delta Substation Rosebank, Parkhurst Area Qauiiin Stage

12 |Mayfair Substation Mayfair Area Commissioned

13 |Greswolrd Substation Gresworld Area Tender Stage

14 |Pennyville Substation Pennyville, NoordgesigaAr¢Tender Stage

15 |Hopesfield Substation Lawley, Ennerdale Area | ender Stage

16 |Hursthill Substation Hursthill Construction Stag

17 |Randburg Substation Randburg Construction Stage

18 |Olivedale Substation Olivedale Adjudication $tag

19 |Rosebank Substation Rosebank Adjudication Stage

It should be noted that the committed budget reguimts on the 2008/9 financial year includes the
above projects.

7.1.2.5 Overhead and Underground Transmission networks

We are currently experiencing transfer capacitybfms on our transmission line networks and
significant upgrades are required in support ofac#dp upgrades at existing and new substationsgbein
planned. These upgrades need to be undertakerelibfoload reaches a critical level whereby, wé wil
no longer be able to take these lines out of sertocdo the upgrades. In area where we are nordonge
able to get servitude corridors underground cadrleseing planned. The cost of underground networks
in comparison to overhead lines is approximatelg fold.

Where new overhead lines are being planned thesitton of land and the environmental process that
has to be followed is presenting us with major lemgles and delaying projects.

7.1.2.6 Refurbishment of the Transmission Networks

The refurbishment of existing substations and ptaent of high risk transformers and switchboards
will continue with two projects being planned ftketinner City. In many instances these transformers
are replaced as part of planned upgrades.

7.1.2.7 Upgrading & Refurbishment of the Medium & Low Volta ge networks

This still presents a major risk and is where thegamity of outages are occurring. However, due to
limited funds being made available and the neefirsb upgrade the transmission networks with the
majority of the available funds, the backlog onurbfshment and upgrading of these networks is
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growing each year. As soon as the transmissionatksahave been upgraded the focus will change to
the refurbishment and upgrading of the medium amdvoltage networks.

7.1.2.8 Township Establishment, Densification and New Serge Provision

This remains our single biggest risk and sourcdrusdtration for City Power staff, developers and
Consultants. Considering that City Power has saeaverall natural growth in maximum demand of
approximately 5% over the last few years our nelkean a growing number of areas have been placed
under severe strain and have become overloades.hBilsi been further compounded and exacerbated
by the positive economic horizon which has resultedn exponential boom in many areas due to
densification and natural load growth. In many aréa particular the Midrand, Randburg and
Roodepoort areas the growth has been in exces8%f B8s a consequence we have no capacity to

support further development, and we have for some how been forced to turn down application for

densification, township establishment and the mion of new service connections and will have to
continue to do so until these networks have begnaaled. This is necessary to ensure our netwoeks ar
not further overloaded and to protect the existagtomer base.

7.1.3 Sources of Funding
Table 7.12 below gives the breakdown of the arditeig sources of funding:

Table 7.12: Sources of Capital Funding

07/08

06/07 07/08 | YE 08/09 09 /10 10/11 11/12 12//13
Measure Indicator | Unit | Actual | Plan Forc Plan Plan Plan Plan Plan
Loans Rm| 59256 474.00 474.0( 595.65 177190 9883 503.30| 503.30
Street lighting CMIP| Rm| 26.00 36.00 36.00 10.45| .164 64.15 17.00 17.00
DME Electrification | Rm| 33.00 22.50 82.00 60.00 x5, 65.25 15.00 15.00
Province Alexandra Rm 15.00 20.0¢ 20.00 10.00 B2.0( 32.00 20.00 20.00
Egﬂ't”ee””g Servicesp | 2658 | 5000 | 50.00 | 50.00| 5000 5000  30.00  30.00
Load Management Rm 0.00 21.0C 100.0029.42 162.00 162.00 162.00 162.00
Service Connections R m 102.00 89.70 117.10 97.6b 9.708 89.70 89.70 89.70
Township Rm | 16.10 | 8.00 | 8.00 8.00 8.00 8.00 8.00  8.00
Reticulation
Own Funding Rm| 33.79 150.00 150.0( 150.00 150.0050.0D 150.00| 150.00
Public Contributions
- street lighting { Rm | 5.00 5.00 5.00 32.38 5.00 5.00 5.00 5.00
Adopt a Light
:_rﬁlurance - Hurst rRm | 15.00 )
Total Rm | 865.03 | 876.20| 1042.1( 1043.55 2398.00 1@a0 1000 1000

There have been some major changes in the fundinges for the 2008/9 capital budget.

Loan funding has increased by R102m and will bensggedominantly on the
bulk infrastructure

The monies made available from CMIP (now the Mupadi Infrastructure
Grant) have decreased significantly by R26m.Thased$ will only be made
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available for the provision of lighting in previdysdisadvantaged areas, the
bulk of which in Johannesburg fall under Eskom areasupply.

The funding from Province for the Alexandra projéets decreased by R10m.

Service connection revenue from the consumers asmd by R8m for the next
financial year.

In the 2008/09 financial year the Capital Budgets hlaeen increased by
R167.40m. The increase will mostly cater for majefurbishments, partial
upgrades and network development.
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7.2 Operational Expenditure

7.2.1 Financial Planning Assumptions
The assumptions on which the financial plan is Basegiven in Table 7.13

Parameters

Details Notes Budget [Forecast [Budget Budget |Budget Budget B udget Pudget
2007-2008} 2007-2008 | 2008-2009] 2009-2010 ] 2010-2011 | 2011-2012 | 2012-2013] 2013-2014

Revenue

Tariff Increase % 5.90% 5.90% 22.00% 18.75% 16.25% 9.00% 8.00% 8.00%

Income Split Key Customers| % 25.00% 46.00% 46.00% 46.00% 46.00% 46.00% 46.00% 46.00%

Income Split City Power % 40.00% 15.00% 15.00% 15.00% 15.00% 15.00% 15.00% 15.00%

Income Split Prepaid 0.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Income Split COJ % 35.00% 37.00%] 37.00% 37.00% 37.00% 37.00% 37.00% 37.00%

Other Income 4.50% 5.33% 5.00% 4.5% 4.0% 4.0% 4.0% 4.0%

Direct Costs

Kelvin Power Station Increag % 18.20% 9.23% 47.60% 16.64% 5.38% 12.50% 9.90% 8.70%

ESKOM Increase % 5.40% 4.70% 15.20% 18.00% 26.00% 10.00% 10.00% 10.00%
%

Growth in units purchased % 3.00% 3.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Payment Levels

Key Customers % 99.0% 99.0% 99.0% 99.0% 99.0% 99.0% 99.0% 99.0%
City Power Top Customers % 99.0% 99.0% 99.0% 99.0% 99.0% 99.0% 99.0% 99.0%
City Power Prepaid 100.0% 100.0%] 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
COJ Domestic Customers % 93.0% 93.0% 93.0% 93.0% 93.0% 93.0% 93.0% 93.0%

Expenditure

Inflation CPIX % 5.1% 5.1% 6.2% 4.8% 4.7% 4.0% 4.0% 4.0%
Salary Increases: Salaries % 10.96% 11.0% 8.30% 4.8% 4.7% 4.0% 4.0% 4.0%

Allowances % 10.7% 10.7% 8.3% 4.8% 4.7% 4.0% 4.0% 4.0%
General Expenses % 5.7% 5.7% 6.2% 4.8% 4.7% 4.0% 4.0% 4.0%
Repairs and Maintenance % 5.5% 5.5% 6.5% 5.8% 5.7% 5.0% 6.0% 6.0%
Capital Expenditure R000 876,200] 976,200] 1,043,352 863,874 703,147 805,775 815,346 700,000
Loan funded projects R000 474,0000 574,000 595,649 450,000 400,000 440,000 480,000 356,920
Internal Sources R000 150,000 150,000 150,000 150,000 150,000 150,000 150,000 150,000
Other R000 252,200 252,200 297,703 263,874 153,147 215,775 185,346 193,080
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7.2.2 Income Statement

Table 7.14 below is the Income Statement for theeyiear budgetary period

Income Statement

7.2.2.1 Forecast for 2007/2008

The forecast profit for the year has reduced fromadriginal budget of R102,763 million to R102,762
million. The main reasons for this reduction infiirare set out below:

Turnover

Details Actual Budget Forecast Budget Budget Budget Budget Budget
2006-2007 | 2007-2008 | 2007-2008 | 2008-2009 | 2009-2010§2010-2011§2011-2012] 2012-2013
Total Operating Income 3,953,648) 4,444,121] 4,350,347]  5,067,079] 6,095,466] 7,225,695} 7,560,630] 8,334,897
Turnover 3,800,013] 4,312,103 4,205,305]  4,905,486] 5,952,857] 7,071,768 7,398,450] 8,165,542
Other Income 144,635 132,018 145,042 161,593] 142,609 153,927] 162,180 169,355
Cost of Sale 2,439,175) 2,677,934] 2,713,406] 3,182,431] 3,819,799] 4,691,134] 4,691,252} 5,256,150
Gross margir 1514,473] 1,766,187] 1,636,941 1,884,648] 2,2/5,668] 2,534,561 2,869,377] 3,078,747
Gross margin % 38.31% 39.74% 37.63% 37.19% 37.33%] 35.08%] 37.95% 36.94%
Operating overhead: 1,175,218] 1,351,882] 1,245,444 1,449,694] 1,584,167) 1,717,444] 1,806,740 1,921,166
Employee Related Costs Sala 398.850|  443,457] 457,368 500,968]  525,014] 549,690] 571,677] 594,544
Gen.exp - Othi 358,546 415,409 375,826 431,567 452,115 473,182] 492,110 511,794
Repairs and maintenai 130,114 128,722 128,722 137,089 146,787 157,888 165,504 174,856
Contribution bad dek 180,885 152,390 138,599 178,952 217,160 257,978] 269,895 297,879
Depreciation and amortisat 106,823 211,904 144,930 201,118 243,091] 278,706] 307,554 342,093
Operating Profit before interest and taxe 339,255 414,305 391,497 434,954 691,501] 817,117} 1,062,637] 1,157,580
Operating Profit ¢ 8.58% 9.32%) 9.00% 8.58% 11.34% 11.31% 14.05% 13.89%
Net interest (220,783)] (269,569)] (246,450)] (283,961)] (341,123)] (341,057)] (315,887)] (309,477)
Interest income/(Expense - 61,988 43,485 61,690 76,484 39,307.I 32,370 45,916 53,499
Interest on COJ shareholder loans | (109,617)] (109,921)] (109,617)] (109,617)] (109,617)] (109,617)] (109,634)] (109,634)
Interest on Mirror conduit loans (- (76,286) (64,801) (64,801) (50,784)] (34,308)] (14,723) (490)
Interest on Capex loans (- (128,401)] (169,671)] (165,652)] (233,764)] (271,694)] (288,228)] (295,515)] (302,090)
Interest on outstanding Debt 31,533 31,339 31,930 33,720 35,187, 39,140 43,835 48,748
Profit before fair value adjustments 118,472] 144,736] 145,047  150,993] 350,377] 476,060] 746,749 848,104
Net Fair Value Adj
Profit before tax 144,736 145,047 150,993.I 350,377] 476,060] 746,749 848,104
Taxation (41,973) (42,285) (42,278)] (98,106)f (133,297)] (209,090)] (237,469)
Attributable income , 102,763 102,762 108,715]  252,272]  342,763] 537,659 610,635
Retained income at beginning of pel 569,177 619,809 619,809 722,571] 831,286] 1,083,558] 1,426,321] 1,963,981
Retained income at end of perio 619,809 722,572 722,571 831,286] 1,083,558] 1,426,321] 1,963,981] 2,574,616

Turnover has decreased from R4 312 million to R& 2dllion. The forecast volumes are lower, as

the percentage losses has been increased from9,9%,00% amounting to a decrease of R40
million, while the sales per unit of 35,94c/kWhli$6% lower than the budgeted sales per unit of
36,51c/kWh. That amounts to a decrease of R66omill

The average sales price has reduced as a reshk pfior year recovery of incorrect billings from
customers which have not been sustained.

Cost of Sales

Owing to the increased demand especially duringmdinéer months of the financial year as well as the
increase in coal prices energy purchases haveaisetdeby R35,5 million from the original budget of

R2 677,9 million to R2 713,4 million.

Gross Profit
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As a consequence of the decrease in sales an@gsed€onsumption for the year the gross profit has
decreased by R129,2 million.

Operating Expenditure

The decrease in the operating expenditure amoori4®6,4 million. The reasons for this decrease ar
the following:

Salaries and Allowances: Increase of R13,9 million

Salaries and allowances expenditure for the yeldrexceed the annual budget of R443 million by
R13,9 million. This can be broken down as follows:

Staff Retention allowances and adjustments to #imgloyees up to minimum salary bands as
per the job grading analysis will require additibRA0.2 million to the current budget.

An adjustment of R0.3 million will be made for tlpointment of 9 interns in the IT
department.

Director’s fees have been re-classified as salaries

General Expenses: Decrease of R39,58 million

The following savings were identified:
Professional fees R9 million

Staff cost R8,5 million

Sundry Expenses R12 million

Other R10,3 million

Contributions to Bad Debts: Decrease of R13,79anill
The actual payment levels of 97.8% for City Powed 89.3% for the City of Johannesburg debtors
have been adjusted to 99% and 93% respectively.

Depreciation: Decrease of R66,9 million

This saving has resulted because “take on” asseais January 2001 are now depreciated over a period
of 40 years and not over 10 years as in the past.abset under construction has not been capitalize
for this reasons depreciation will reflect a saving

Financing Charges — Decrease of R23,1 million

Net expenditure on financing charges shows a ramudf R23,1 million mainly as a result of the
interest earned on the favourable bank balanceeédxug the budget by R18,2 million. This
improvement is attributed to the fact that interas¢és have increased during the year. The iriteres
capital loans has decreased by R4 million due eoChpex claims for 2007 that were only received in
February 2008.

7.2.2.2 Budget 2008/2009

Overview
The budget for 2008/09 has been prepared on tleiag basis:

The forecast for 2007/08 has been used as thepeasel.

For expenditure the CoJ indicatives have beenvath
CPIX - 6,2%
Salary increases - 8.3%
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Repairs and maintenance increase - 6,2%
Other expenditure - 6,2%
Growth in consumption - 2%
The following increases in direct costs were (gilis
Eskom -15.2% (18% in 2009/10 and 26% in 2010/11
and 10% thereafter)
Kelvin - 47,6%(16.64% in 2009/10 and 5.38% in@Q1)

Revenue Tariff Increase

A standardised tariff model was utilised for theJGantities utilising a Rate of Return methodology.
This methodology is also in line with recent NERBAiatives.

A key driver of the required revenue increase & d¢hpital base. A risk weighted return on thetasse
base is incorporated into the required tariff ilase calculation to ensure there is adequate ine@stm
in the network infrastructure. This is influencled the level of capital expenditure required by the
entity.

As discussed at length above, City Power has enggroapital expenditure requirements in order to
address:

Ongoing outages

The inability of the network to handle the ongogrgwth in demand

Public Lighting requirements

2010 requirements

Various other CoJ IDP initiatives

The required capital over the next 5 years is apprately R8 billion with R6 billion required in the
next two years.

It is accepted that it would be extremely difficidt the CoJ to fund the extremely high levels apital
expenditure required. If the capital expenditigephased over the next few years then by applying
similar tariff increases to that of Eskom the compwill achieve the following:

Continued investment into the infrastructure thddrassing outages and increasing capacity.

Progression in meeting CoJ IDP targets

Sustainable levels of cash flow into the futurenet interest and capital repayments.

Should the capital expenditure not be increasedréiained at current levels, the required tariff
increases can be significantly lower. The implard of this are:
Continued and possibly increasing levels of outages
Inability to meet the increasingly strident demanfis new capacity thus restricting
development and growth
Inability to meet 2010 requirements
Inability to meet the CoJ IDP targets

7.2.2.3 Income Statement

Explanations for the amounts provided in the incatetement are set out below. Reasons for the
increases between the original budget for 2007/20@8 the budget for 2008/2009 are also included
where necessary.
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Turnover

Turnover has increased from R4,312 million compaoetthe original budget of R4,905,5 million which
is an increase of 13,76%. However it should beddhat the forecast revenue for 2007/2008 is R107
million less than budget and this impacts on theebiggure on which the turnover for 2008/2009 is
calculated.

In addition to the growth and reduction in non-tgichl losses, details of which are contained
elsewhere in the business plan, as well as loaddéhg of 10%, provision has been made for a tariff
increase of 22%.

Other Income
The main components of other income and the buggetision made for 2008/2009 include the

following:

New Service Connections - R41,3 million
Deferred Income - R41,6 million
Reconnection Fees - R30 million
Water Meter Reading - R11,2 million
Sale of Scrap - R4,5 million

Other income has generally been increased by tié 6fF6,2%.

Direct Costs

The budget for direct costs for 2007/2008 amouiteld2,677 million but owing to an increase of 3%
in units purchased the forecast has been increaade®, 713 million.

The forecast of R2,713 million has been used addise figure on which the budget for 2008/2009 has
been calculated.

In addition to the growth in units purchased amease in Eskom costs of 15,2% has been included in
the budget. The overall budget provision for 2@088 therefore amounts to R3,182 million which is
an increase of 18,84% when compared to the oritindgiet but an increase of 17,29% when compared
to the forecast. The increase of 17,2% is algtatable to the change in the mix in units purebs
from Eskom and Kelvin Power Station since it isGity Power’s advantage to take additional units
from Eskom during the summer months and extra drots Kelvin Power Station during winter, as
well as the increase in coal cost for the energghmsed from Kelvin.

Gross Margin

The gross margin for the 2008/2009 financial ydeé8719% is marginally less than the original budge
of 39,7%, due to the fact that provision has beaderfor a tariff increase of 22,% while Eskom costs
are budgeted to increase by 15,2% and Kelvin P&tation by 47.9% provision is also made for load
shedding of 10% and other income is only increabng1,4%.

Operating Expenditure

Total operating expenditure for 2008/2009 finangiehr amounts to R1,450 million compared to the
original budget for 2007/2008 of R1,352 million whirepresents an increase of 7,25% or R98 million.
This increase is analysed below.

Salaries and Allowances:
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Salaries and allowances have increased by 13,186 R#443 million to R501 million. The increase of
13,1% is due to the following:

A general annual increase of 8,3% has been provmreghich amounts to R33,2 million.

The balance relates to impact for the full yearjaf grading and evaluation and staff

retention allowances which are implemented in 208Which amount to R5.8 million.
Increase of R10.5 million Salaries and Allowancgpeaditure for the year will exceed the forecast
budget of R457.3 million by R43,7 million. The R43xillion can be broken down as follows;

Staff Retention allowances and adjustments relatingpb grading process will require

additional R10.2 million to the current budget.

An adjustment of R0.3 million will be made for tla@pointment of 9 interns in the IT

department.

The balance presents the increase of 8,3% or R3iian.

General Expenses
General Expenses: Increase of R55,7 million
The R55,7 million consist of an increase of 3,9%iasf the budget of 2007/08, and
Motor vehicles R8,8 million, Staff cost R7,4 millipother expenditure R25 million.

Repairs and Maintenance
Repairs and Maintenance: Increase of R8,4 mill&a%)
The increase is due to the continued focus on ieduitages.

Contribution to Bad Debts

- Contribution to Bad Debts: Increase of R26,6 millibased on the budget 2007/2008 or
R40,4 based on the forecast. Turnover has increfised R4, 312 million to R4, 905
million which represents an increase of R593 millay R700 million based on the forecast.
Payment levels have been set at 99% for City Podedrtors and 93% for City of
Johannesburg debtors. With the additional revgyemerated the unrecovered portion must
be provided as an additional contribution to thd tabts provision. It must be noted that
this is a potential risk area based on the histbead current CoJ collection levels.

Depreciation
Depreciation: Increase of R10,8 million based anlibdget 2007/2008 or R56,2 million based on the
forecast.
The increase in capital expenditure would normhtye resulted in a high increase in depreciation.
This small increase on the budget of 2007/08 haglterl because “take on” assets were depreciated
over a period of 40 years and not over 10 years dse past. The high increase on the forecast is
because of the high value of assets under conistnuadt capitalized yet.

Net Interest
Net Interest: Increase of R14 million
Net interest shows an increase of 5,3% from R268lon to R283,9 million based on the 2007/2008
budget, or 15,2% based on the forecast..
Although the interest on the Shareholders Loansaimsnconstant and the interest on Mirror Loans is
decreasing as the loans are repaid, interest orcapital project loans has increased from R170anill
to R234 million.
This increase is due to the increase in capitahdipg and specifically the loan funded projects wghe
expenditure financed from loans will amount to R5&8ion.
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Profit
The original budgeted profit for 2007/2008 amountedR102,8 million. The profit after tax for
2008/2009 amounts to R108,7 million which represemt increase of 5,8% based on the budget or
R5,9 million based on the forecast.

7.2.3 Cash Flow
Table 7.15 below gives the cash flow statemerthifive year budgetary period.

Cash Flow Statement

Details Actual Budget Forecast Budget [Budget Budget [Budget [Budget
2006-2007§2007-2008§2007-2008 2008-2009 J2009-2010 §2010-2011§2011-2012§2012-2013
Profit Before Interest and Taxes 339,255) 414,305 391,497 434,954 690,334] 815,951) 1,061,470} 1,156,413
add: Depreciation and amortisations 106,823] 211,904 144,930 201,118] 244,258] 279,873] 308,721] 343,260
Add loss on disposal of assets
Add Exceptional items
Less: Interest (paid)/ received (220,783)] (269,570)] (246,450) (283,961)] (341,123)] (341,057)] (315,887)] (309,477)
Less: Taxes paid/fair Value Adjustments 103,469 (42,285) 42,278)  (97,779)f (132,970)] (208,763)] (237,142)
Cash generated from operations 328,764] 356,639 247,692 309,833] 495,690] 621,796] 845,540] 953,055
Increase/decrease in net current assets 354,359] 334,510 164,615 457,519 13,775] 36,534] 134,158] 195,184
Less : (Increase)-decrease in stock (8,975) (1,189) (1,589) (2,031) 1,670 (@, 713)] (1,527) (1,588)
(Increase)-decrease in debtors (1,273) (500) 119,413] (1,286) (1,029)] (1,056) (941) (979)
(Increase)-decrease in other current assets 64,878] 91,240 40,087 208,585] (69,049)] (32,166) 36,971 12,062
add: Increase-(decrease) in creditors 185,445] 101,582 22,555 15,039 21,059 93,666] 73,961] 111,544
Increase- (decrease) in accruals and provisions 12,231 10,623] (16,336) 7,612 4,603 4,723 4,209 4,377,
Increase-(decrease) in short term portion of LTL 77,953] 111,766] (26,351) 204,242 37,889 -51,530 -6,077 38,897
Increase-(decrease) in consumer deposits 22,562 20,988] 26,837 25,359 21,9731 24,610] 27,563 30,870,
Increase-(decrease) in other current liabilities 1,538] 0 0 0 0 0
Prior year adjustments
Net cash generated / (absorbed) 683,123' 691,149 412,307 767,353] 509,465] 658,330 979,698] 1,148,238

from operations

Cash impact from investing activities ] (871,700)] (958,959)]  (1,043,352)) (863,874)] (703,147)] (805,775)] (815,346)
Increase in intangible assets 1,967 2,814

Acquisition / (realisation proceeds) of fixed assets ] (871,700) (961,773)]  (1,043,352)) (863,874)] (703,147)] (805,775)] (815,346)
Proceeds on disposal of Assets

Cash impact from financing activities 860,024] 283,591 255,907 651,126] 338,841] 332,613] 361,284] 111,373
Increase -(decrease) in shareholder loans 0 0 0 0 0 0 0 0
Increase-(decrease) in long term liabilities (73,440)] (79,292) (190,869)] (123,439)] (5,124) (699) 0
Increase-(decrease) in Capex Loans 503,538] 147,360 198,011 544,015] 184,257 49,229] 26,701 34,779
Increase-(decrease) in Deferred Income 243,272] 215,523 197,556 256,007] 214,772] 219,739] 126,520 90,772
Increase in Deferred Tax 186,654 -139,660 41,973 63,252 68,770] 208,763] -14,178
Net movement in cash position 328,423] 103,040 (290,745) 375,126] (15,568)] 287,796] 535,207] 444,265
Opening cash position 627,639] 703,801 956,062 665,317] 1,040,443]1,024,875] 1,312,671] 1,847,877
Closing net cash position 956,062 806,841 665,317, 1,040,443] 1,024,875]1,312,671) 1,847,877) 2,292,142
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The closing net cash position for City Power foe th008/2009 financial year amounts to R1 040
million. This is based on a forecast cash flowahak for the 2007/2008 financial year of R665 willi
plus a net inflow of cash for 2008/2009 of R375liwil.

The reasons for the net inflow of R375 million gireen below:

Cash generated from operations amounts to R30®omidf which R434,9 million relates to profit
before interest and tax

Net current assets reflect an increase of R457)®mmainly as a result of the decrease in current
assets of R208,5 million. In addition the shortytgortion of the long term debt has increased by
R204,2 million and consumer deposits by R25 million

The cash impact from investing activities amount®RLL 043 million. This capital expenditure is
made up of R595 million in respect of loans, R150ion in funding from City Power’s own cash
resources and R298 million by way of public conitibns and government grants.

The cash impact from financing activities amount&®651 million the bulk of which relates to the
increase in new capital loans refunded to City Rolyethe City of Johannesburg. The conduit
mirror will decrease by R190 million due to the agment of the loan. Deferred income has also
increased by R256 million resulting from the capitajects funded from public contributions and
government grants.
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7.2.4 Balance Sheet
Table 7.16 below is the balance sheet for theyfieag budgetary period.

Balance Sheet

Details Actual Budget Forecast Budget Budget Budget Budget Budget
2006-2007 | 2007-2008 | 2007-2008 | 2008-2009 | 2009-2010 | 2010-2011 ] 2011-2012 | 2012-2013
Assets
Non Current Assets
Employment of Capital
Fixed assets (net book values) 3,438,157] 3,758,090] 4,255,000 5,104,981] 5,732,344] 6,163,366] 6,668,167] 7,148,001
Land and buildings 119,739] 117,401 127,040 104,280 81,337 58,209 35,167 11,938
Plant & equipment 3,247,218 3,504,937] 3,984,873] 4,761,388 5,356,292] 5,764,732] 6,242,026] 6,704,290
Motor vehicles
Fixtures and fittings 5,443 0 5,345 4,169 2,766 1,360 1,558 1,577,
Office equipment 4,197 10,209 7,245 17,443 25,120 30,714} 36,047 39,163
Other fixed assets 61,560] 125,543]  130,498] 217,702] 266,830] 308,351 353,368 391,033
Intangible Assets - Goodwill 0
Other non-Current Assets 73,536 45,906 70,722 62,975 55,228 47,481 39,734} 31,987
Other Long Term Assets 73,536 45,906 70,722 62,975 55,228 47,481 39,734] 31,987
Current Assets 2,099,315] 1,758,843] 1,650,659 1,820,517] 1,876,698] 2,199,429] 2,700,133] 3,134,902
Debtors 1,710,866] 2,022,261 1,754,254 1,933,206] 2,150,366 2,408,344] 2,678,239] 2,976,118
Less :Provision for Bad Debts(-ve) (978,204)] (1,260,184)] (1,131,614)]  (1,310,566)] (1,527,726)] (1,785,704)f (2,055,599) (2,353,478)
Sundry Debtors 29,550 10,072 20,159 21,445 22,475 23,531 24,472 25,451
Stock / Projects in progress 31,166 24,507 32,755 34,786 36,456 38,169 39,696 41,284
Cash & equivalents 956,062] 806,841] 665,317 1,040,443] 1,024,875] 1,312,671] 1,847,877) 2,292,142
COoJ 349,875]  155,346] 309,788 101,203] 170,252] 202,418 165,447 153,385
Total Employment of Capital 5,611,008] 5,562,839] 5,976,382 6,988,474] 7,664,270] 8,410,276] 9,408,034] 10,314,890
Equities and Liabilities
Capital and Reserves 732,274] 835,038] 835,037 943,752] 1,195,184] 1,537,107] 2,073,927] 2,683,722
Share Capital and Premium 112,466] 112,466] 112,466 112,466] 112,466 112,466 112,466 112,466
Retained Income 619,808] 722,572 722,571 831,286] 1,082,718] 1,424,641] 1,961,461] 2,571,256
Non-Current Liabilities 3,427,625] 3,258,976] 3,683,531 4,334,656] 4,673,498] 5,006,111} 5,367,395 5,478,768
Mirror Conduit External Loans 320,133 246,690 320,132 129,263 5,824 699 0|
Shareholders Loans 624,793]  624,793] 624,793 624,793] 624,793 624,793 624,793 624,793
Other External Loans 1,537,915] 1,347,882] 1,735,926 2,279,941 2,464,198] 2,513,426] 2,540,127] 2,574,906
Deferred Income 755,627] 948,141] 953,183 1,209,190] 1,423,962] 1,643,700] 1,770,220} 1,860,992
Deferred Tax Liability 189,157 91,470 49,497| 91,470 154,722 223,492 432,255 418,077
Current Liabilities 1,451,109] 1,468,825] 1,457,813 1,710,065] 1,795,588] 1,867,057] 1,966,712] 2,152,401
Trade creditors 991,576] 894,315] 1,014,131 1,029,170] 1,050,230] 1,143,896] 1,217,857] 1,329,401
Accruals and provisions 104,612 102,771 88,276 95,888] 100,490 105,213 109,422 113,799
Short term portion of long term liabilties 224,010 320,190 197,659 401,901 439,789 388,259 382,182 421,079
Consumer Deposits 130,911 151,549] 157,748 183,106] 205,079] 229,689 257,251 288,121
Total Equities and Liabilities 5,611,008] 5,562,839] 5,976,382 6,988,474] 7,664,270] 8,410,276] 9,408,034] 10,314,890
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The main items contained in the Balance Sheetherperiod 2008/2009 that warrant comments are
detailed below.

Fixed Assets

The net book value of fixed assets amounts to R rilion and has increased by R1 347 million
when compared to the original budget for 2007/08 B850 million compare to the forecast. This is
attributed to the increase capital spending duthey 2007/08 financial year and the impact of the
proposed capital spending for the 2008/09 finangealr.

Current Assets

Changes to current assets include the following:
Debtors have decreased to R1,933 million compatbeadudget, but an increase of R179 million
compare to the forecast, while the provision fad bebts amounts to R1,310 million.
City of Johannesburg inter-company debtors amauiR1t01 million. This includes capital claims
on the City which are outstanding at the end offitencial year and are raised as debtors.
The cash balances amounts to R1 040 million.

Capital and Reserves

Capital and reserves amount to R943 million congh&weR835 million reflected in the 2007/08 budget
or R128 million based on the forecast. This inseeis due to the budgeted profit of R128 million fo
the 2008/09 financial year.

Non Current Liabilities

Non-current liabilities amount to R4,335 milliohe main changes from the 2007/2008 budget are:

- Other capital loans, for new capital projects hanereased by R933 million owing to increased
capital spending financed from loans. Capital yepents to be made during the year amount to
R234 million.

Deferred income has increased from R948 millioth 2007/2008 budget or R953 million on the
forecast to R1 209 million as a result of publiotributions and government grants. These grants
include R47 million from Municipal Infrastructurer&ht funds for Streetlighting and R117 million
from Provincial Government for Electrification peggs. A further R40 million in respect of
funding of bulk infrastructure from Engineering @ee Contributions has been provided.

Current Liabilities

Current liabilities for the 2008/2009 financial yeamount to R1,710 million and consist of the

following:

- Trade Creditors amount to R1,029 million and cdnsfi®nergy purchases from Eskom and Kelvin
Power Station as well as normal trade creditorke ificrease in capital spending especially in the
last month of the financial year also has a sultisiémpact on creditors.

The short term portion of the long term debt hagdased from R320 million reflected in the
2007/2008 budget or R197 million on the forecad®4®2 million. This large increase is due to the
increase in loan funded capital projects.

Consumer deposits have been increased to R183mbiased on the average of previous years
trends.
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7.3 Tariff Plan

The long term tariff plan is critical for financiabjective planning and strategic planning. That/ligy

the need to develop such a plan.

7.3.1 Tariff Objectives

The key objectives of the tariff plan are:

To sustain company viability;

To align tariffs with national benchmarks;

To meet the requirements of National Energy Regulaf South Africa (NERSA);

To meet the requirements of the Shareholder;

To minimise the impact of tariff increases to meastomer needs;

To move towards cost reflective prices in all catggs in a phased approach.

To maximise customer tariff choice

7.3.2 Proposed tariff increase
Table 7.17 is the proposed long term tariff increas

07/08 08/09
Domestic Lifeline 1.0% 6.5%
Domestic Three-part 6.2% 20%
Agricultural Demand 0.0% 23%
Business Demand 6.2% 23%
Large Power user Energy 5.9% 22%
Large Power user Demand 5.9% 22%

7.3.3 Structural changes per rate category
7.3.3.1 Domestic Tariffs

The Tariff is applicable to existing as well as newstomers in the City Power area of supply. These
tariffs are applicable for the following suppligsivate households, flats, boarding houses ancelspst
charity residence and caravan parks. Domestic gt have a choice of three tariffs, customers not
exercising there particular choice will be defaoé on the life-line tariff. All domestic tariffs ar
assumed to have Ripple Control facility built inofDestic tariffs are discounted for ability to dpplie

control). There is no option for customers to apt@f ripple control.

Life-Line Tariff
Cut-off at 500 kWh

The tariff to be more cost reflective and transpgrget taking affordability into consideration
100 kWh per month of free basic electricity.
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Prepaid policy allows for anyone within City Poveeea of supply
Recommendation
Proposed increase of 6,5 %

Three-Part Seasonal Domestic Tariff

Winter period (May to August, 4 months) while Sunmrperiod (Sept to April, 8 months)
If customers have ability to reduce winter consuampi{e.g. space heating by gas, anthracite
etc) then the two part seasonal tariff would be ¢heaper option. Also customers who have
high consumption in Summer months (air conditioload) will also benefit by being on this
tariff
Encourage customers to migrate to this tariff, adigrcost will be waived (zero charge)
Increase seasonal differentiation (Summer to Wietergy rate)
Unbundling the network with retail charge
Seasonal energy rates of single and 3 phase wikirethe same
Customers on this tariff do not qualify for 100V h/month
Customers on this tariff need to remain on thdftéar a minimum period of 12 month before
they can migrate to another domestic tariff (Toid\gamming between tariffs)
Recommendation:
Proposed increase of 20 %
Block increase on consumption

7.3.3.2 Agricultural Tariff

Applicable to supplies not exceeding a capacitf@kVA
The property or portion must be zoned for agricakpurposes
Not for business purpose
Service charge needs to be reviewed in line watst ceflectivity and will remain the same
charge during Winter and Summer months
Winter period (May to August, 4 months) while Sunmrperiod (Sept to April, 8 months)
Increase seasonal differentiation (Summer to Wietergy rate)
- It will be assumed (service charge calculation) #hlesupplies will be three phase.
Recommendation:
Proposed increase of 23 %
Block increase on consumption

7.3.3.3 Business Tariff

Applicable to supplies not exceeding capacity dIKMOA

Applicable for business purposes, industrial puegpsiursing homes, clinics, hospitals, hotels,
recreational halls and clubs, educational instingi (including school and registered créches),
sporting facilities, bed and breakfast houses, thalemestic and non-domestic loads, welfare
organizations of a commercial nature and premisasl dfor public worship and religious
purposes.

Service charge needs to be reviewed in line witst ceflectivity and will remain the same
charge during Winter and Summer months

Winter period (May to August, 4 months) while Sunmrperiod (Sept to April, 8 months)
Increase seasonal differentiation (Summer to Wietergy rate)

It will be assumed (service charge calculation} #lasupplies will be three phase, no provision
for basic charge single phase
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The tariff to be cost reflective and transparemnergy rates need to be reviewed as this

particular customer category rates are high as aosapto the industry average
Recommendation:

Proposed increase of 23 %

Customer who have changed their tariff with instaled capacity above 100 kVA will be

limited to only 75 kVA

Block increase on consumption

7.3.3.4 Large Power Tariff

Demand Charge needs to be reviewed as it is comgdyahigh compared to the industry
norm
Possible migration of demand charge to a netwoskth@harge
Service charge needs to be reviewed in line witkt ceflectivity and will remain the same
charge during Winter and Summer months
Winter period (May to August, 4 months) while Sunmrperiod (Sept to April, 8 months)
Increase seasonal differentiation (Summer to Wietergy rate)
The tariff to be cost reflective and transpareahergy rates needs to be reviewed upward as
this particular customer category rates are extierfmv as compared to the industry average
Reactive energy charge needs to be applied tusibmers where power factor is consistently
below 0.96

- Voltage differentiated tariffs to remain

Recommendation:
Proposed increase of 22 %

7.3.3.5 Time of Use Tariff (TOU)

Voltage categories to remain
Customers who meet the TOU criteria need to bewgaged to migrate to this tariff, customers
who have the ability to influence the load consuompttan go on this tariff and ultimately
reduce there purchase cost
A conversion surcharge will be charged.
A conversion cost (meters etc) needs be billed leguidne actual cost of the meter conversion
etc
Service charge would be differentiated accordintpéosupply voltage level
A monthly R/kVA maximum demand charge need to hgiagd, possible migration to network
based charge and a demand charge instead of a demanye
A revenue neutral conversion surcharge to limit legative revenue impact on City Power
when customer migrate tariff without shifting loaBurcharge is based out the difference
between existing customer tariff and TOU tariffitekinto account the customers load profile.
Surcharge to phase out over a five year period viz.

0 90% surcharge®lyear
75% surcharge@year
60% surcharge'3year
45% surcharge year
30% surcharge"s year

O O0OO0Oo

Demand clause needs to be reviewed in line withsthees raised by the NERSA.
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Service charge needs to be reviewed in line witst ceflectivity and will remain the same
charge during Winter and Summer months
Winter period (May to August, 4 months) while Sunmrperiod (Sept to April, 8 months)
Reactive energy charge needs to be applied tusibmers where power factor is consistently
below 0.96
- Voltage differentiated tariffs to remain

Recommendation:

Proposed increase of 22 %

7.3.3.6 Special Pricing Agreement

Customized pricing agreements for large customeestimg City Power and the NERSA
qualifying criteria are available

Based on customer by customer application

Application needs to be made via City Power’s Kexstdmer Division

7.3.3.7 Green Energy Tariff (Optional add-on to existing taiff)

In support of the draft Energy White paper and Rexde Energy Policy, City Power would be
offering a green energy tariff option in conjunctizith the NER Green Energy Certificate process as
utilized for the World Summit on Sustainable Deysieent. The additional cost associated with Green
Energy Certificate would be an added cost to th&tatners existing tariff. Application needs to be
made via City Power Key Customer Division.

7.3.3.8 Other Charges

All other charges (incl. connection charge etc)dse® be reviewed inline with cost reflective tarif
principle
Recommendation:

To increase the miscellaneous charges to be imlitheactual cost
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Section 8 Human Capital Plans
This section is the analysis and the plan for €myer's Human Capital

8.1 Human Capital Achievement: Performance Management

City Power Johannesburg (Pty) Ltd has a two-tigedormance management system, that is a strategy
based and output based system. The performancegeraeat system links congruently with the
business plans and business planning process obrtfanization. Performance management is an
ongoing integrated process aimed at guiding andagiag the employee’s efforts at work to achieve
individual and corporate objectives. The approveRl Strategy document also highlights the need to
create a performance driven culture. The elemdrttseegperformance management system are:

Company performance compact

Group performance compacts

Managing Director’s performance compact
Directors/Departmental Head performance compacts
Individual performance compacts

Personal development plans

Business performance measurement system
Business deliverable programme management system
Four performance discussions per cycle

Two performance assessments per cycle

Two formal business reviews per cycle

Performance management training and support system

Quality performance compact audit system

| Revision 3.1 104 of 113]




City Power Business Plan 2008/13

8.2 Skills Development

Graph 8.2 below illustrates the total number of kyges trained per month: 2005/06 compared to
2006/07
Graph 8.2: Numbers of trained employees
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Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun

m 01/07/05 to 30/06/06 | 183 | 299 | 320 | 412 | 183 20 103 | 238 | 362 | 184 | 172 | 237
m 01/07/06 to 30/06/07 | 237 | 235 | 378 | 173 | 136 0 39 129 | 221 | 220 | 174 | 151

A total of 2,713 employees were trained during 2@05/06 financial year compared to 2,093
employees during the same period in the 2006/0Zn6ial year. These figures are inclusive of
employees that have attended more than one traggsgion. A substantial portion of these numbers
represents employees in ABET. Table 8.1 belowtiltiss training per employee:

Table 8.1: Training per employee

Summary of Training per employee for the finangir July 2006 - June 2007
Month Staff No. of | Percentage o Training | no. of | NQF
compliment | employees employees days training aligned
trained trained programs programs
Jul ‘06 1936 237 12.00% 769 24 11
Aug ‘06 | 1950 235 12.00% 490 19 14
Sep ‘06 1961 378 19.28% 1098 29 10
Oct ‘06 1953 173 8.86% 322 23 4
Nov ‘06 | 1964 136 6.92% 103 24 4
Dec ‘06 | 1950 36 1.85% 92 15 0
Jan ‘07 1969 39 1.98% 166 14 2
Feb ‘07 1956 129 6.60% 324 15 4
Mar ‘07 | 1948 221 11.00% 502 29 4
Apr ‘07 1947 220 11.30% 588 20 7
May ‘07 | 1935 174 8.99% 494 21 6
June ‘07 | 1921 151 7.86% 861 23 4
Annual
actual 1921 2,129 5,809 256 70
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8.3 Employee Productivity

Table 8.2 below depicts the leave types for théec®0606/2007

Table 8.2 Leave Types- 1 July 2006 to 30 June 2007

Type of leave No of days % of Total
Annual leave days 47084 68.82%
Exam Leave 524 0.77%
Family responsibility leave 1375 2.01%
Long service 0 0.00%
Maternity leave 2687 3.93%
Paternity Leave 193 0.28%
Sick leave days 12292 17.97%
Special leave Court / Summons 7 0.01%
Special leave days — 10D 44 0.06%
Special leave days other 2144 3.13%
Sport & Cultural 5 0.01%
Study leave days 365 0.53%
Unpaid leave days 1694 2.48%
Total 68414

8.4 Human Capital Salary Costs

Table 8.3 below gives a breakdown of the totalrgatasts for 2006/07 and Graph 8.3 depicts the cost

driver distribution

Table 8.3: Salary cost for 2006/07

Salaries

204,170,787.38

Pension Fund Contributions

30,726,226.32

Medical Aid

24,747,483.46

Service & Incentive bonus

32,200,786.29

Car allowance

27,112,985.81

Overtime

33,811,067.97

Group Life Assurance

11,728,203.80

Leave Provision

8,665,475.62

Standby Allowances

9,657,935.40

Other

16,029,301.52

TOTAL

398,850,253.57
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Graph 8.3: Salary cost driver distribution
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8.5 Other Human Capital Related Costs
Table 8.4 below gives a breakdown of the other huoagital related costs for 2005/06

Table 8.4: Other Salary Costs 2006/07

Cost Driver Rm

Hostel 2,142,973.79
Training Courses 6,327,085.88
Skills Development Levy 3,173,717.72
Conferences Seminars 2,652,985.52
Long Service Awards 3,833,376.28
RSC Levies Services 15,668.74
Recruitment Cost 680,297.48
Medical Examinations 406,506.22
Travelling & subsistence 143,552.63
Other 318,476.34
Total 19,694,640.60
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8.6 Human Capital Ratios
A summary of the key human capital ratios is gieiable 8.5 below

Table 8.5: Key Salary Cost Ratios

Indicator

Ratio

Average salary cost per employee

106,951.70

Average total remuneration cost per employee

20853

Salary versus total remuneration costs

51.19

Overtime as a percentage of salaries

16.56

Training cost per employee :External training

3,354

8.7 Human Capital Staffing Levels

The total staff complement of 2006/07 including rpanent and contract employees is 1921. The
complement for permanent employees as on 31/06/26021890 compared to 1857 on the
corresponding date in the previous financial yegatotal of 31 contract employees were on the péyro
as of 30/06/2007 versus a total of 97 contract eyg#s on the same date in 2006. Tables 8.6 and 8.7
below give the manpower staffing status as at 3@ 2007.

Table 8.6: Manpower staffing status per levels as36 June 2007

Categories Target - Male Male Target - Female Femarotal | PDI PDI % -

A C I W | Total | A C I W | Total Tot —| Actual
Actual

Top Management 2 0 1 1 4 1 0 0| O 1 5 4 80.00%

(Executives)

Senior Management 14 1 2 7 24 3 @ 0 1 4 28 21 96.0(

Professionally 98 14 | 6 86 | 204 | 66| 3 3] 11 83 287 201 70.03%

qualified and

experienced specialisfs

and mid-management

Managers and

Professionals

Skilled technical and 79 10 | 3 53 | 145| 23| 2 o 3 28 173 120 69.36%

academically qualified

workers, junior

management,

supervisors and

Technicians

Artisans (All types) 162 | 19| 5 69| 255 10 1 0 dq 11 626 197 74.06%

Administrative 85 8 2 11| 106| 149 14 2 36 201 307 6 29| 96.42%

Semi-skilled and 401 | 10 | 1 12 | 424| 39| O of 2 41 46% 453 97.42%

discretionary decision

making

Elementary positions 360 5 0 0 36% 2b 0 D 25 39690 100.00%

Total 1201| 67| 20| 239 152y 316 20 %5 53 394 1921 16887.56%
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A summary of the key manpower staffing status 3006 is given in Table 8.9 below

Table 8.7: Manpower staffing status per group as3@nJune 2007

ENGINEERING SERVICES

PROFILE AM |[CM|IM |WM | AF |CF|IF | WF | TOTAL
PERMANENT 145| 7 51 79 43| 1| 1 10291
SHORT TERM CONTRACT 0 1 0] 1 0 0 0 0]2
INTERNSHIPS/EXPERIENTIALS 0 0 0| O 0 00 0 0o
OFFICE OF THE MD

PROFILE AM |[CM | IM |WM | AF |CF|IF | WF | TOTAL
PERMANENT 14 | 3 0| 6 11 4] 1 5|44
SHORT TERM CONTRACT 0 0 0| O 1 0O 0 O0f1
INTERNSHIPS/EXPERIENTIALS 0 0 0| O 0 0O 0 O]O0
CUSTOMER SERVICES GROUP

PROFILE AM |[CM | IM | WM | AF | CF | IF | WF | TOTAL
PERMANENT 124] 14| 4| 18 116 |1 | 9 |288
SHORT TERM CONTRACT 0 0 0] O 0 0O 0 0o
INTERNSHIPS/EXPERIENTIALS 2 0 0| O 5 0O 0 O0]7
FINANCE GROUP

PROFILE AM |[CM|IM |WM | AF | CF|IF | WF | TOTAL
PERMANENT 151 0 1] 10 15 1| q 7149
SHORT TERM CONTRACT 0 0 0] O 0 00 0 0]0
INTERNSHIPS/EXPERIENTIALS 1 0 0] O 1 0O 0 0]2
CORPORATE SERVICES

PROFILE AM |[CM|IM |WM | AF | CF|IF | WF | TOTAL
PERMANENT 37 | 1 0| 5 55| 4| 1 51108
SHORT TERM CONTRACT 8 1 1] 0 7 0O 0 2[19
INTERNSHIPS/EXPERIENTIALS 0 0 0| O 0 0O 0 0o
ENGINEERING OPERATIONS

PROFILE AM |[CM | IM |WM | AF |CF|IF | WF | TOTAL
PERMANENT 854| 40| 10 1213 63 4 1 161109
SHORT TERM CONTRACT 1 0 0| O 0 0O 0 O0f1
INTERNSHIPS/EXPERIENTIALS 0 0 0| O 0 o0 0 O]0
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Graph 8.3: The deployment of manpower per group
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The human capital staffing trend, including temppraorkers, is given in Graph 8. 4 below:

Graph 8.4: Human Capital Staffing Trends
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The decreasing trend is a result of improved prodtye and a decrease in filling of non-essential
vacancies.
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Graph 8.5: Human Capital Outflow:
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2001/06/30 2002/06/30 2003/06/30 2004/06/030 | 2005/06/30 2006/06/30 2007/06/30
o Early retirements 0 0 0 0 12 2 2
@ Normal retirements 16 9 65 46 14 15 16
@ Natural attrition 10 22 91 99 103 138 105
B Dismissal 2 3 26 11 5 4 1
O Medical Boardings 1 1 2 1 1 3 4
m TOTAL 29 35 184 157 135 162 128

8.8 EE Report

City Power achieved the submission of an Employriepiity Report dated ‘1 October 2006’ as part of
compliance with the country’s legislative requirethim terms of the Employment Equity Act.
The company target on affirmative action (AA) f@0B/7 financial year end was 70%. The Company
achieved a 70.18% affirmative action rate for suisery levels and above) and 87.56% for all levels.
The company target on gender equity (GE) for 20@i&&nhcial year end was 17%. The Gender Equity
ratio for the whole Company by 30 June 2007 was2% (Supervisor and above) with a 20, 51% (all
levels — bottom up).
It is, therefore, clear that the company has dedigen terms of the Employment Equity. Numbers and
structures and policies are in place in order teego this area; however, these aspects still reqadme
improvement and enhancement because the organisatidynamic. Even though the Electricity
Distributions Skills Base has been dominated byesahe current profile reflects that there hasibee
an improvement in the achievement of targets timtompany set for itself over the past years.
The target set for affirmative action has been eded. Targets set for gender equity and people wit
disabilities were influenced by the scarcity ofiiskas well as competition for scarce skills in thieour
market. To show its commitment to implementationtloé Act the company has established the
following official forums;

Employment Equity & Skills Development Forum and

Women’s Forum

8.8.1 EE Plan for 2008/09

Table 8.8 below shows the EE targets for the compan
Table 8.8: EE targets for the company

Measure Unit 05/06 06/07 07/08 08/09 09/10 10/11
Indicator Actual Actual Plan Plan Plan Plan
Affirmative

action % 67.65 73 70 70 70 70
Gender Equity % 19.28 23.53 20 20 20 20
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The table 8.9 to 8.11 below illustrate the groupt&igets

Table 8.9: AA targets for the groups

ACTUAL PLAN PLAN
MEASURE UNIT 2006/7 2007/8 2008/9
Customer Services % 81.72 82 82
Engineering Services % 47.86 70 70
Engineering Operations | % 64.33 70 70
Financial Services % 78.57 69 70
Corporate Services % 81.81 91 90
Office of the MD % 73.10 80 80

Table 8.10: GE targets for the groups

ACTUAL PLAN PLAN
MEASURE UNIT 2006/7 2007/8 2008/9
Customer Services % 45.08 45 45
Engineering Services % 18.43 20 20
Engineering Operations | % 7.48 20 20
Financial Services % 49.00 53 55
Corporate Services % 57.48 56 58
Office of the MD % 50.00 60 60

Table 8.11: PWD (People with Disability) targets foe groups

ACTUAL PLAN PLAN
MEASURE UNIT 2006/7 2007/8 2008/9
Customer Services No 2 3 4
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MEASURE T |oo0er | soome 2008/
Engineering Services No 3 4 5
Engineering Operations | No 4 5 7
Financial Services No 2 2 3
Corporate Services No 2 2 3
Office of the MD No 0 1 1
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