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JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE
CAPTURE, CORRUPTION AND FRAUD IN THE PUBLIC SECTOR INCLUDING
ORGANS OF STATE

STATEMENT

I, the undersigned,

PIETER JOHANNES PRETORIUS

do hereby say:

1° Taman adult maie, with identity number 6210215094085. | am employed by
Eskom as the Acting General Manager: Strategic Marketing and Branding. My
work address is situated at Eskom Megawatt Park, 1 Maxwell Drive,

Sunninghill, Sandton.

2 The facts to which | .depose are within my personal knowledge except where it

is apparent from the context that they are not, and are both true and'correct.

THE PURPOSE OF THIS AFFIDAVIT

3 This affidavit provides my aceount of Eskom’s business relationship with TNA

Media (Pty) Ltd (“TNA”).

4 TNA was a media company, which published The New Age newspaper (“TNA

newspaper’), and hosted business breakfasts at which South Africa’s political,
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6.1

6.1.1

6.2

6.3

6.4

business and sport leaders spoke. These business breakfasts were sponsored
by various state-owned companies, and were broadcast by the SABC on the

Morning Live programme on SABC 2.

Eskom was one of the sponsors of business breakfasts. Eskom also

purchased advertising space in TNA newspapers.
In this affidavit, | do the following:

First, | describe the proper processes by which sponsorship and media

buying ought to have occurred at Eskom, with a focus on:

Media buying through agencies in general, and Eskom’s appointed

agency, The Media Shop, in particutar; and
Eskom’s sponsorship policy.

Second, | describe the chronology of events that led to the conclusion of
three consecutive contracts for the sponsorshipby Eskom of TNA business
breakfasts and advertising in TNA newspapers, and detail my concerns with

the lack of value and the failure to comply with proper processes.

Third, [-tabulate the total amount spent by Eskom under its contracts with

TNA.

Lastly, | address the responses that:Eskom has provided to parliamentary

questions and the Public Protector.
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ESKOM’'S SPONSORSHIP, ADVERTISING AND MARKETING PROCESSES

Media buying through agencies

10

I am responsible for strategic marketing at Eskom.

Simply put, strategic marketing is marketing that is related to a cause within
the business. When Eskom has a strategic initiative, it will run a campaign to
drive that initiative, and a component of the campaign will be a marketing drive.
This distinguishes strategic marketing from the marketing of goods and
services in other eompanies. It is driven, in the firstinstance; by a cause, rather

than by adesire to increase sales.

Eskom uses agencies for its strategic marketing. It has appointed various
agencies at different points in time, pursuant to procurement processes.

Agencies are appointed in order to enter into contracts with media owners on

Eskom’s behalf.

Agencies are used so that Eskom dees not itself need to enter into individual
contracts for every newspaper, radio station or biltboard advertisement.
Placing advertisements often happens on an ad hoc and urgent basis. In the
absence of.an agency, Eskom would need to run a cumbersoeme new
procurement process for each and every advertisement iInstead, the agency
is given a mandate value (the totalthat:may bé'spent), which is determined by
the Eskom Tender Committee, and its actual spend is then determined by the
budget that is allocated at the beginning of each financial year. Media agencies

work either on the basis of a commission or a fee.

3
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11

12

13

14

15

Strategic marketing begins with a business problem. That is, a problem is
identified within the business for which a solution is needed. Amongst the

solutions might be a marketing solution.

Once a problem is identified within the business, and marketing is identified as
a means to address it, the strategic marketing team prepares a briefing
document explaining the objectives,.the background information, the target

audience and so.on - and provides this to the agency.

The agency then carries out the necessary market research, analyses the
problem, and advises Eskom on how it can best secure its: messaging
effectively — based on the campaign, what it seeks to achieve, and who it seeks
to reach. This process is intensely research-driven. The agency might, for
example, identify the LSM group into which the target market falls and
determine the appropriate media on that basis. Or it might use Target Group
Index (*TGI"), which provides information on consumer demographics,

behaviour, product and brand usage.

On the basis of the briefing document, and in consultation with Eskom, the
agency develops a“core creative idea”. An example of such an idea; which is
particularly relevant to this affidavit, is the 49M campaign — a,marketing and
business initiative, which created awareness about.energy efficiency and
encouraged all South Africans to adopt energy efficient practices. It was
initiated as a resuit of the shortage "of electricity supply in the country, as

against the high demand.

if Eskom agrees to the core creative idea, then it is developed by the agency

into a strategy. The strategy will include a proposal plan, which suggests the
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16

17

18

19

20

specific media (publications, TV channels, radio station, and billboards for
example), and a purchasing plan, which specifies details such as time siots,

discounts, commissions and other cost implications.

These plans are taken to Exco as a firm proposal of what the Strategic
Marketing Department intends to do, and, if Exco approves them, they can
then be executed and a purchase erder.can be created on SAP and sent to

the agency.

Throughout this process, two factors feature particularly importantly for Eskom:
frequency and reach. Eskom needs to be sure that it connects with as many

people inthe identified target market as possible, and that it does so regularly.

The process described above has three important implications, which — as |

detail later in this affidavit — are relevant to Eskom'’s relationship with TNA.

The first implication is that, generally speaking, the Eskom strategic marketing
team would be sceptical about entering into any long-term contract, or
spending a significant sum of money, on a new publication with unproven
reach. One requirement upon which Eskom ordinarily! insists is that any
proposed.newspaper has an Accredited Bureau of Circulation (“ABC")
certification, which certifies the-circulation-of the particular. newspaper. While
we may be ‘willing to conclude smaller, or shorter-tefm ‘contracts with lesser
known entities in order to give them an opportunity, itis ordinarily subject to a
requirement that they obtain the necessary accreditation before the contract is

renewed or extended.

The second implication is that Eskom does not generally deal directly with

media owners. When | am contacted by a media owner with a proposal, i refer

PJP-005
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them to the media buying agency. | do so because the proposal must be
business driven, and must respond to a properly conceptualised business
problem of Eskom. | do so also because it is the agency, and not Eskom, that
has the expertise, the resources and the data to determine the suitability of the

proposed medium, its effectiveness at reaching the target market, and the like.

21 The third implication is that if Eskom.does not do media buying through an

agency, then it is required to follow a proper procurement process.

22 For the period 2012 to 2015, Eskom's third-party media buying agency was
The Media Shop.: The agreement between Eskom and The Media Shop, which
| attach marked “PP1", covered all media buying at Eskom. The Media Shop
was contracted to negotiate and purchase media space and to contract with

all media houses on Eskom’s behalf.

Sponsorship

23 'Eskom regards sponsorships as commercial agreements between Eskom, as
the sponsor, and the sponsored party. A sponsorship is a form of marketing
communications where financial or other support'is given to an organisation,
enfity or event, in return for rights to use the sponsor's name+and logo in
connection with.a sponsored-organisation,-activity or event, ‘in order to obtain
specific communication and sponsorship objectives promote the association

and/or granting of certain'agreed direct or indirect benefits.

Eskom’s Sponsorship Policy

24 | attach Eskom’s sponsorship policy marked “PP2". Eskom’s sponsorship

policy objectives are to ensure that sponsorship programmes:

s/
-
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241 are aligned with Eskom’s strategic business objectives;

24.2  contribute to an increase in Eskom’s brand equity as a company and/or that

of its other brands (such as 49M);
24.3  yield a tangible return on investment; and

244  are clearly distinguished from stakeholder relations initiatives, donations,

grants and corporate social investment programmes.

25  Interms of the Sponsorship Policy, initiatives should only be considered if they

meet at least.5 or more of the following specific objectives:
25.1 . reposition the Eskom brand in support of the organization’s strategic intent;
25.2 demonstrate global and continental (African) commitment and involvement;
28.3  provide an opportunity to increase market share:

254 provide an opportunity to enhance stakeholder relationships, goodwill and

loyalty,
25.5 enhance shareholdervalue;
256 enhange customer value;

25.7  create platforms to form strategic alliances with existing “and potential

partners; and
25.8  instil organisational pride.
26  The selection criteria for sponsorships are as follows:

26.1  Primary selection criteria weighting - 70% weighting:



26.1.1

26.1.2

26.1.3

26.1.4

26.1.5

26.2

26.2.1

26.2.2

26.2.3

26.2.4

26.2.5
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World class international appeal and participation (image compatibility);
African passion and priority (relevance);
Ability to secure free television coverage in main markets:

Partners must be able to deliver (resources and experience — track record

of success);

Affordability of property and cost to leverage (price vs value);

Secondary Selection Criteria - 30% weighting:

Ease of administration;

Sponsorship clutter eliminated;

Ability to leverage and integrate into overall communication mix:
Measurability;

Meaningful (put back into the community as well).

27  Sponsorships that meet the above selection criteria are presented to the

Sponsorship Committee for final approval.

28 Only once;sponsorships have been approved by the Sponsership Committee

are contractsithen entered into between Eskom and the felevant organization.

The sponsorship contract will determine the deliverables and payment terms.

2



BACKGROUND TO THE NEW AGE PROPOSAL

Approaches made by The New Age to Eskom

29

30

31

32

33

| first became aware of an approach to Eskom by TNA on 22 March 2011,
when Mr Jacques Roux of TNA sent a meeting request to Mr Chose Choet,
the then Divisional Executive for Corporate Affairs. Mr Choeu, in turn,
forwarded the request torMs Ra'eesah Waja;.the General Manager for
Corporate Communication, copying me, in which he said “Picase find the time
to meet with Jacques Roux-= preferably some time this week’. | atiach this

corresponcdence marked ‘PP3”.

| am not certain of Mr Roux’s position at TNA, but his email was sent from an
‘@jic” email, which Ilunderstand to be a reference to JIC Mining Services - a

subsidiary of Tegeta Exploration and Resources.

Altached to the email from Mr Roux was a proposal from TNA for advértising
space. The proposal indicated that TNA distributed 100 000 newspapers per
dayand was growing, promised to tell the positive and optimistic news about
South Africa as:mueh™asithe negative, and 'desefibediits various marketing
initiatives It concluded by setting out the rates for advertising/spac&®in the

newspaper.

| understand that the proposed meeting:took place as seheduled, but | did not

attend.

During September 2011, a TNA representative (whose name | do not recall}
contacted John McArdle (who worked for me in the Strategic Marketing

department, but is now retired) and myself to discuss a potential business

PJP-009
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34

35

relationship between Eskom and TNA. We were requested both to support
TNA's business breakfasts and to use the TNA newspaper for advertisements.
Business breakfasts were events sponsored by state owned companies, at
which Ministers would address an audience on matters within their portfolios,
and which would be televised live on the Morning Live programme on SABC

2.

John McArdle arranged the ‘meeting, and he and | both attended. At this
meeting, I informed the TNA representative that Eskom does not generally
support non-accredited publications, and that it is wary of new publications. |
therefore indicated that we would be unable to sponsor the. business
breakfasts, but that we could, at most, support them with limited advertising
spend-(although | did not commit to any amount). Eskom had,|in the past,
provided similar limited support to new entrants — for example, by supporting

Hot 5M and other small community radio stations and newspapers.

|.could see no real benefit to Eskom in the business breakfasts. | told Mr Choeu
that, in my view, the TNA proposals were not cost-effective compared to other
optionssin the marketing.mix, and that we had insany event not received a
formal_propgsal. My view was that it made no marketing sénse.either to
sponsor the TNA business breakfasts;~or to advertise iniTNA newspapers,
particularly because the néwspaper, did.not have additedcirculation figures (an
issue which | address below). llwas also of the view that the cost was too much
in comparison with similar offerings. For example, Eskom had previously
supported a business breakfast with the Mail & Guardian in Durban, for which
it had paid in the region of R300 000, and where it received significant value

for money through exposure.

PJP-010
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36

37

38

When | raised these concerns with Mr Choeu, he told me that the instruction
to conclude the contract with TNA had come to him directly from Mr Brian
Dames (then the Eskom CEO) and the Minister of Public Enterprises, Mr

Malusi Gigaba.

| also told Mr Choeu that it would be necessary for the proposal, because it
was a sponsorship, to be taken.to.the Sponsorship Committee for approval.
However, Mr Choeu told me that the contract needed to be conciuded quickiy,
because Mr Gigaba had already been secured for the first breakfast on 12 April
2012 It was therefore decided that we should ask The Media Shop to do the

negotiation and procurement of the media.

The instructions from Mr Choeu described above were always verbal. While |

asked for these instructions to be given to me in writing, this never happened.

The first contract with TNA

The conclusion of the first contract

39

40

On 20 March 2012, Mr Choeu emailed me asking me to meet with Mr Rouy, in
order to“close the deal" en'the TNA 49M business breakfasts “as part of the
Ministers National Campaign’. In response, | asked Mr Roux to put together a

sales proposal.

Mr Choeu sent another email on 21 March 2012, explainhing that the Eskom-
supported business breakfasts wouid be in support of, and should thus be
tailored to, the 49M campaign — Eskom’s campaign aimed at alerting
consumers on the most energy efficient methods to operate appliances, and

how, in general, to reduce electricity use.

PJP-011
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41

42

43

44

45

For the first time in the correspondence, Mr Choeu copied the Gmail address

of Mr Mzwandile Radebe, who worked in the office of the Minister of Public

Enterprises.
| attach this chain of correspondence marked “PP4".

On 23 March 2012, Mr Roux came to Eskom'’s offices to see me. He informed
me that the contract hadito be concluded urgently, because TNA and the
Department_of Public Enterprises had already agreed that Minister Malusi

Gigaba would speak at a business breakfast on 12 April 2012.

On 26 Mareh 2012, Mr Roux emailed me a sponsorship budget réquest, which
I immediately forwarded to Mr Donald Liphoko — then the Business Unit
Director of The Media Shep. | informed Mr Liphoko that we wanted to conclude
a formal contract with TNA, in terms of which there should ‘be a clear
segregation of duties: TNA should be responsible for selling tables, organising
the event, the SABC broadcast, organising guest.speéakers and sellingitables;
and Eskom should be responsible for branding, guest lists, and providing guest

speakers as appropriate.

The instruetion to Mr Liphoko was that he should conclude the eontract with

TNA, and;allocate the advertising.spend.te-the various Eskom.pregrammes.

The following day, Mr Liphokaresponded indicating Mr'Kheepe Morem:i, (then
my immediate superior, the General.Manager of Strategic Marketing) had
emphasised the importance of finalising the proposal, and had committed R10
million to TNA. The day after, Mr Liphoko put together a proposal document,
which set out the advertising amounts to be spent per campaign on six

business breakfasts.

12
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47 | attach this chain of correspondence marked “PP5”.

PJP-013

48 On 13 April 2012, the contract was concluded between The Media Shop and

TNA. | attach the contract marked “PP6. It was signed by Ms Virginia Hollis

on behalf of The Media Shop and by Mr Jacques Roux on behalf of TNA.

49 The contract comprised:

49.1  an advertising commitment, in terms of which Eskom committed to spend

R4 000 000 during the period 1 April 2012 — 31 Mareh 2013 with TNA Media

in the form of advertising to be placed in TNA newspapers: and

49.2  an event sponsorship commitment, in terms of which Eskom committed to

spend R7 185 628,74 to sponsor six TNA business breakfasts forthe period

1 April 2012 — 31 March 2013.

50 The first breakfast took place on 12 April 2012, with Minister Malusi Gigaba as

the guest speaker. | set out in the table below the other business breakfasts

sponsored by Eskom, and the guest'speaker at each.

31 May 2012 ;

+ Sponsorship

31 July 2012 Sponsorship
3 September 2012 Susan Shabangu Sponsorship
22 October 2012 SALGA - Thabo Manyoni Sponsorship




51

52

53

54

There was, in fact, no budget within the strategic marketing department
allocated for the breakfasts. | therefore used my departmental cost centre
budget to finance the first three TNA breakfasts, which cost approximately R4

million.

But the use of my cost centre was not sustainable, and a budget needed to be

sourced for the TNA sponsorships:

During May 2012, | prepared a document for additional funding, for
presentation o the Eskom Investment and Finance Committee (“IFC”). | attach
this submission marked “PP7”, The primary purpose of the submission to IFC
was to obtain an increase of the marketing budget for the 49M campaign.
However, the submission also included a request for the sponsorship of six

TNA business breakfasts, for which there had been no budget.

As far as | am aware, the IFC convened on 22 June 2012, and the R6 million

budget request for business breakfasts was approved.

My concemns regarding lack of value and absence of proper process

55

56

56.1

The contract with TNA did not make any financial sense to me. | set out below

the reasons that | say this.

First, there was very little value in what the businessbreakfasts provided to

Eskom or to its 49M.campaign.

In terms of clause 2 of the contract, the media exposure from the TNA

agreements was said to include:

56.1.1 coverage on SABC2 Morning live between 07:00 to 09:00;

PJP-014
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56.1.2

56.1.3

56.1.4

56.1.5

56.1.6

56.1.7

56.1.8

56.1.9

56.1.10

56.1.11

56.2

56.3

56.4

PJP-015

radio spots on SABC radio stations during the event:

ten (10) advertisements in the TNA newspaper marketing the business

breakfast and identifying Eskom as the sponsor;

two (2) editorial pages with the Eskom logo reporting on the breakfast:
two (2) tables of 10 guests at each breakfast;

banner advertisement on www.thenewage.co.za;

the use of social media;

logos oninvitations;

six pull up banners at events;

two guests at the main table; and

a speech by an Eskom representative before the keynote address:

Inmy view, the value of these benefits was nowhere close to R1 million per

breakfast.

The Ministers that spoke at the events bore little or no relationte Eskom,
andisaid nothing about its 49M campaign. The focus of discuUssion was on
an aspectiofigovernment policy related to the portfolio of the ifivited Minister.
Therefore, if theMinister of Spert and Recreation was on the programme,
the focus of the discussion ‘would beron an aspect of sport and recreation.

This did not benefit Eskom at all.

In addition, while an Eskom representative would be provided with a

speaking opportunity at the event, as far as | am aware, this was always off

i
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56.5

56.6

56.7

57

57.1

57.2

air. Speeches would be given by the editor of the New Age and by an Eskom
representative in the period before the programme crossed over to

broadcast. They were not aired on Morning Live.

As for the ten adverts in TNA, these were of meaningless value if TNA did

not have circulation and readership - an issue | address below.

Moreover, some of the items described above were simply never provided.
To the best of my knowledge, the radio segments never occurred, six pull
up banners were not provided or displayed, and social media was not used

to Eskom'’s benefit,

The only benefit to Eskom was the fact that the banner used as a backdrop
had a 49M logo on it, together with the TNA logo, which provided some
visibility to the 49M brand. 49M was, however, in its infancy at that stage,
and without any explanation as to what it was, most people did not know

what the logo referred to.

Second, the benefit of the brand visibility was gquestionable, because, while
Morning Live had:high-viewership numbers, itidid"notinecessarily target the

audience that Eskom sought to reach with the 49M campaign.

It was'important for Eskom, through'its 49M campaignyito reach audiences
in the higher LSMs, as these tend to be the people that are higher
consumers of electricity. 49M was never intended to focus primarily on the

lower LSM'’s, because they are not the highest consumers of electricity.

| attach marked “PP8” an audience profile of Morning Live conducted by

The Media Shop, which demonstrates that, in 2012:

PJP-016
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57.2.1 Morning Live had an average of 600 000 adults who viewed the program:

57.2.2 of the total viewership, only 28% of were in LSM 8-10, while the vast

majority (72%) were in the lower LSM's;

57.2.3 half of the audience were not active “‘money earners”; and

57.24  only 21% of the audience were working adults.

58

o8

59.1

59.2

Third, the cost that Eskom were being charged bore no relation to TNA's
apparent overheads. It appeared that ticket sales alone — which cost R7 130
per table of 10 = would have covered the cost of the breakfast and the venue
hire. | was aware that the SABC provided free broadcasting to. TNA, so it
iIncurred no broadcasting costs. It was therefore not clear to me where the R1

million that Eskom was paying per breakfast was going.

Fourth, as far as | am aware, TNA had never applied for and had néver

received accredited circulation figures from ABC.

This meant that, insofar as advertising in TNA newspapers was concerned,
Eskom had no idea of its actual reach. It also_meant that the apparent
benefit of having a reporter from TNA present at the business breakfasts

taking photographs and writing stories was unverifiable.

While TNA"always claimed distribution numbersiin the regien of 100 000, it
was well known that more than half of these were simply dropped off for
free, in bulk, to various state owned entities. Therefore, in addition to the
figures being unverified, Eskom could not determine with any confidence

the actual level of interest in the publication.

17
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59.3

59.4

60

total population of LSM 6-10 — which was the primary target market for the

49M campaign.

Media Shop, daily newspapers had the following circulation and readership

levels during 2012 (circula

According to the Media Shop, during 2013, TNA only reached 0.5% of the

Moreover, according to circulation and readership figures compiled by the

did not exist for TNA and, for the

reasons give \ ﬂ H ﬂ. erently unreliable):

W
.Lﬂﬁ‘l

331..-13.

jus

52

CIRCULATION READE
JUL - SEPT'12 AMPS 201

2

35828.00 |

| 70070.00 426 000.00
__61817.00 | 471000.00

68 000.00
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~33006.00

288 000.00

" e
644

34523.00

_ 66

Zen
Dail;

ispatch

= i ="
B

6 39

61 000

.00
00,

co

)00.00

Daiiy News B 31 698.00 342000.00 |
/.Sun 336319.00 5 00.00 |
tJ Dice woo 06 |
Diamend Fields Advertiser 9 557.00 76 000.00
ald 22 563.00 242 000.00
Isolezwe 107 628.00 867 000.00 o
The Mercury 30 040.00 %
P Ori 19235.00 | 0.00 |
94610.00 | 1058000.00
Sow 101 155.00 1 651 000.00
Star . 683 000,
The Times 138626.00 342 |
Volksblad - 810.00 ]
The Withess 374.00 0o

| repeatedly raised these concerns with Mr Choeu. | explained that | did not

see value in the arrangement, that Eskom was not deriving any benefit, and

that | was not comfortable with the arrangement continuing. | was also of the

view that the contract was concluded without following proper processes —

18
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61

62

63

having never been presented to the Sponsorship or Corporate Affairs Division

(“CAD”) Manco committees for approval.

If Eskom needed a business breakfast arrangement, and it was not going to
go via the aforementioned committees, then it ought either to have gone out to
tender, or Eskom should have approached The Media Shop to develop a
strategy for such breakfasts. In the latterevent, Eskom’s marketing team would
have performed a proper evaluation of the proposals, and would have made a
decision based on the best and most cost-effective proposal in support of its

campaign objectives.

While my objections to the process were all raised verbaily, | note that, on 9
July 2012, when Mr Moremi forwarded me correspondence between Mr Choeu
and.Ms Wiedaad Taliep of TNA regarding a proposal to purchase additional
print advertising in TNA newspapers, | responded to Mr Moremi saying TNA
lacked the following which Morning Live has, and that “ft/his is simply wrong”.

| attach this correspondence marked “PP9”.

As | illustrate below, these flaws were repeated and exacerbated in the second
and.third;contracts with TNA. As | result, | became ever iess involvediin the

negotiation and execution of the contracts as time went by.

The second contract with TNA

64

Under the first contract, the payment term between TNA and The Media Shop

was 45 days. However, TNA alleged that The Media Shop had been late on

19

payment and threatened litigation.
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64.3

65

66

67

| attach in this regard, marked “PP10”, a letter from TNA's attorneys dated

10 September 2012 demanding overdue payment from The Media Shop.

| attach marked “PP117, the response from Mr Sean Clarke of The Media
Shop dated 12 September 2012, in which he explains how the payment

terms operate, and resists TNA’s threatened litigation.

I attach marked “PP42" an email from Mr Clarke on 16 September 2012
appealing to Mr Choeu to intervene, and requesting that, because of Mr
Choeu's “close relationship with The New Age”, he should intervene to
assistthe parties to reach an amicable solution. Also attached is Mr Choeu's
response of 18 September 2012, confirming that he had met with TNA. and

that an amicable solution would soon be reached.

Mr Nazeem Howa of TNA was not satisfied with these payment terms. He
therefore requested that the subsequent contract should be directly with
Eskom, and not withiThe Media Shop. | explained verbally to Mr Howa that
this would not be possible; if procurement of media did not take place through

The Media Shop, it would have to go out to open tender.

As a,compromise, Eskom was included as a counter-party to“the contract

together with The Media Shop:.

The second contract' was enterediintosbetweén Eskom, TNA and The Media
Shop on 5 November 2012"] was asked by MrChoeu to sign the agreement
on Eskom’s behalf, but | refused on principle, because | did not believe Eskom
should be entering into it. The contract was ultimately signed by Mr Choeu on
behalf of Eskom, by Mr Howa on behalf of TNA and by Laiza Zikalala on behalf

of The Media Shop. | attach the second contract marked “PP13". //,
7
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68 The contract provided for the sponsorship of four further business breakfasts
during the period 1 November 2012 to 31 March 2013 (i.e. it did not extend the
contract period of the first contract), at a total cost of R4 million. This contract

did not include an advertising component.
69 As with the first contract:

69.1  the instruction did not-form part of a campaign, and no briefing document

was compiled or given to The Media Shop;

69.2 the second contract had not been not budgeted for, and Mr Choeu
instructed me to rework the general 49M budget, so that.the additional

business breakfasts could be included.

70 The business breakfasts under the second contract were as follows:

e

? Tina J_oemﬁiettersson iﬂ

Jeff Radebhe & Gwede
Mantashe

24 :ls:ﬁgnry 2013 ﬁi‘e Nzimande 'ﬁéponsorgliﬁ‘.
-'.?I. F s o '!..."L

71 In the end, Eskom sponsored a totalof 9 breakfasts in'the 2012/13 financial

year.
The third contract with TNA

72 The third contract with TNA did not include The Media Shop. The contract was

negotiated directly between Eskom and TNA. It was signed by the Interim

A



73

74

75

76

77

Chief Executive of Eskom, Mr Collin Matjila, and by Mr Howa on behalf of TNA.

| attach the contract marked “PP14".

The marketing team, including myself, was not involved in the third contract at
all. | felt that | had been forced into the negotiations with TNA in the first two
contracts, and | was concerned that Eskom had not followed a proper process

by not going to the market.

When meetings took place in Mr Choeu’s office between him and Mr Howa, |
was often asked to Jeave, which made me deeply uncomfortable. | had also
recently learnt that TNA was a Gupta-owned company. ldeglared that neither
[ nor my team would execute the contracts, and that | no longer wanted to be

part of this initiative.

The third contract with TNA was for a duration of three years, from 1 May 2014
to 30 April 2017, The contract price was R43 200 000 for 36 business
breakfasts, at a costiof R1,2 million per breakfast, The contract allowed for

termination only in the event that one party was declared insolvent.

Although | was:not“involved in the negotiation or conglusion of the third
contract, l.am aware that, like the first two contracts, it was not/submiitted for
approval by the. Sponsorship-er,CAD Manco committees. %It was also not
properly budgeted for. While the Draft 2014/2015:sponsorship budget had a
line item for TNA, this was only for R14,4 million. [“attach the draft budget

marked ‘PP15”.

In this regard, | am aware that Sizwe Ntsaluba Gobodo (“SNG”) conducted a

review of the process undertaken in awarding the third contract to TNA. | attach

2
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771

77.2

78

79

80

81

the SNG report, together with its annexures, marked “PP16”. On 6 November

2014, SNG concluded that:

Mr Matjila was not authorised to conclude the contract and had exceeded
his delegation of authority, in that, because it was a sponsorship contract,
he was required to approve the contract in consultation with Exco, and was

only entitled to conclude the contract:with an approved budget in place:

Mr Choeu had removed the ' termination clause despite the legal

department’s recommendation that the clause should be retained.

The report aceordingly recommended that appropriate corrective action be

taken against Mr Matjila and Mr Choeu.

However, as far as | am aware, no disciplinary consequences followed from

the SNG report.

On 3 February 2015, the Eskom Board, by a Round Robin Resolution, resolved
to ratify the third contract, and instructed CAD to ensure that maximum value
is derived. The ratification enabled the payment of three outstanding invoices
for business breakfasts held in August and September 2014 which totalled R4

104 000;00,"and for which payment had not yet been made.

As far as ILam aware, under the third contract thére were 20 business
breakfasts sponsored from April 2015 to February 2016, 12 from March 2016
to March 2017, and the final breakfast was on 26 April 2017. These breakfasts,
including the three which took place in 2014, brought the number of briefings

under the third contract to 36 at a cost of R43,2m (excluding Vat).

y 1
//r o
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TOTAL SPEND

82 Under the three contracts described above, Eskom spent a total of

R58 385 628.74, broken down as follows.

1 April 2012 | Eskom (Pty) LTD through The Media Shop (Pty)  R11 185 628.74
31 March 2013| LTD committed to spend the sum o

R11 185 628.74 to sponsor 6 TNA Business

briefing breakfasts and_supporting newspaper

advertising in The New Age, for the period 01‘

Aprik2012 - 31 March 2013.

1 Novembep  Eskom (Pty) LTD through The Media Shop (Pty) R4 000 000.00

| 2012~ 81 LTD committed to spend the sum of R4 000 000 |
March 2013 to sponsor 4 TNA Business briefing breakfasts
’ for.the period 01 November 2012 — 31 Mareh
] 2013.
1 May 2014 W Eskom Heldings SOC Limited and TNA Medial R43 200 000.00 |
30 April2017 | (Pty) Ltd
|
TOTAL | R58 385628.74

83 | note that, in addition to the three contracts above, Eskom had previously
concluded a newspaper subscription contract with TNA for the period 3
October 2011 to 30 November 2011, to the value of R1 389 480. However this
contract was nottheresponsibility of CAD or StrategicMarketing, and | played

no roledin it.

QUERIES FROM PARLIAMENT AND THE PUBLIC PROTECTOR

Parliamentary questions

84 During the course of 2012 and 2013, Eskom received various inquiries from

Parliament, the Public Protector and journalists. | detail these below.

24
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85

86.1

85.2

85.3

On 14 November 2012, the Department of Public Enterprises received a
parliamentary question regarding the amounts that had been spent on
advertising with TNA since its inception, and the details of any independent
analysis done to ascertain whether TNA is read by the target audience or its

effectiveness. | attach the parliamentary question marked “PP17".

The parliamentary questionwasgforwarded by Ms Pindi Mabena, the
General Manager in the Office of the CEO to the. Strategic Marketing
Department, and Mr Moremi asked me to deal with it. | attach this

correspondence marked ‘PP18".

On 14 November 2012, | emailed Ms Laiza Zikalala of The Media Shop
requesting a breakdown of the adverts placed in TNA since its inception. Ms
Zikalala responded on 15 November 2012, afttaching a spreadsheet
including the spend breakdown as well as insertion dates. Ms Zikalalaralso
confirmed that Mr Liphoko's advice from the outset was not to advertise.in
INA; because it did not have verified ABC circulation data, but he was
instructed to do so anyway. | attach this correspondence, including the

spreadsheet, marked “PP19".

On™6 November 2012, | provided the response to the pariiamentary
question to Mr Moremi, which he in turn sent to Mr Choet.and Ms Mabena.
I attach this email, together with its annexures, ‘marked “PP20”. The
response indicated that when TNA was initially launched, an analysis could
not be performed because it was not measured by the ABC, or by the All

Media and Products Study (‘AMPS’); that since then the newspaper had

7
% Lr
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85.4

85.5

86

86.1

86.2

been measured by AMPS which indicated it has 39,000 readers; and that

an independent analysis was not conducted.

On 18 November 2012, Ms Mabena circulated the draft response to the
parliamentary question, recommending that it be approved subject to
concerns that the figures may be inaccurate, and that previous responses
to parliament may have_excludedssponsorship figures. | attach this
correspondence, together with its annexures, marked “PP21”. | note that, in
this version, the following had been added: “The findings confirm that the

paper reaches Eskom'’s intended target market”.

I"attach the final response provided by the Minister to parliament marked

‘PP22".

On. 21 November 2012, the Department of Public Enterprises received a
parliamentary question regarding the details of sponsorship of events hosted
by TNA since its establishment (whereas the focus of the prior question was

advertisements). | attach the parliamentary question marked “PP23".

Ms Mabena sent the question to the Strategic Marketing Department, and
Mr.Moremi asked me (together with Ms Zikalala) to preparethe response.
Ms Zikalalasprovided her-draft.answers-to the questions.the same day,
setting outthe dates' and costs of each breakfast, andidetails regarding the

purpose of the events,

On 22 November 2012, Mr Moremi asked for a campaign analysis to be
conducted on each of the breakfasts, for attendance figures to be obtained,

and asked me whether any additional benefits attached to the breakfasts

other than exposure. /
1.~
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86.3

86.4

86.5

87

88

I provided the draft answers to the parliamentary question to Mr Moremi the

same day.

| attach this chain of correspondence, including the draft answers attached

to my email, marked "“PP24".

On 23 November 2012, the final response was submitted to Parliament. It
recorded that “the_mainrbenefit for Eskomrand the Department of Public
Enterprises was brand awareness and highlighting the need to conserve
electricity. . Furthermore,~ the breakfasts created opportunities for
engagement between Government and the privategsector”. | attach this

response marked “PP25”.

On 24 May 2013, Mr Dames, the Eskom CEO, provided a response to the
Department of Public Enterprise, in order to answer a parliamentary question
regarding the amounts that had been spent on advertising between 2009 and
2013, in which mediajand at what cost. On 27 August 2013, Mr Lakmeeharan,
the Acting Group Executive for Technology and Commercial, forwarded the
response to Mr Choeu and me, asking us to clarify whether the spend in the
newspaper section'was on advertising or subscriptions, and how the adverts
had been allocated. | attach the correspondence from MriLakmeeharan,

attaching the parliamentary question and answer, marked “PP26".

In 2015, the Minister of Public Enterprises received a parliamentary question
regarding the details of any contracts between SOEs and various Gupta-
owned entities. Eskom’s Assurance & Forensic Department was requested to
perform a verification of the response, and made some minor corrections,

including specifying various one-time payments of R7 130.70 made by Eskom

PJP-027
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90

to purchase tables at business breakfasts sponsored by other SOEs. | attach
the memorandum from Assurance & Forensic, dated 11 May 2015, which

includes the parliamentary question and response, marked “PP27".

On 6 November 2015, Mr Brian Molefe {then CEO of Eskom) provided a draft
response to a parliamentary question to the Department of Public Enterprises,
in response to a question as to whether.the Minister would take action against
the fruitiess and wasteful expenditure under the third contract. The response,
which [ attach marked “PP28’, indicated that no action was required as there
had jbeen no.fruitless and wasteful expenditure, as the'Eskom Board had

recognised the value of using platforms to interact with the public.

On 14 April 2016, Mr Brian Molefe (then CEQ of Eskom) provided a draft
response to a parliamentary question to the Department of Public Enterprises,
which detailed the contracts between Eskom and TNA, and the total.contract
vallie of each. | attach the draft response, which includes the parliamentary

question itself, marked “PP29".

Public Protector investigation

91

92

On 3,dune 2013, the Public Protector wrote to the Department of Public
Enterprises, requesting information regarding the TNA business breakfasts, as
she had received a complaint that these constituted fruitless and wasteful

expenditure. | attach the letter from the Publi¢ Brotector marked “PP30”.

On 30 August 2013, the Minister of Public Enterprises, Mr Malusi Gigaba, in
turn, wrote to the Chairman of the Eskom Board, Mr Zola Tsotsi, asking him to
provide an explanation and to cooperate by making all documents available. |

attach the letter from Mr Gigaba to Mr Tsotsi marked “PP31".

PJP-028
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93

94

05

06

97

98

I was asked to assist with the response to the Public Protector’s inquiries. |
initially refused, because | felt that | could not in good conscience provide a

response that sought to defend something | do not believe in.

However, | eventually folded under pressure from Mr Mohammed Adam,
Eskom’s Corporate Counsel, and Mr Choeu, and | compiled a response. Mr
Adam and Mr Choeu were not satisfied-with this response, and they told me
to work together with Mr Willie du Plessis (Head of Legalin Eskom at the time)
to preparg'the response. Mr Adam made clear to me that the response needed

to portray Eskom inha positive light.

On 9 September 2013, Mr Moremi circulated a draft response, and indicated

!
that'in"his view Mr Choeu needed to sign off. In response, Mr.du B%

PJP-029

Ple s= o's.

identified the outstanding information and documentation, and MrMecArdle / Cee

provided his responses, in red, indicating where the missing information could
be obtained. Mr Howa and Ms Taliep were also contacted for their responses

to two questions.

On 22 October 2013, | responded to the chain_of correspondence, and
indicatedithat | had notbeen privy to the conversation regarding the breakfasts,
and was thus'not in possession of a proposal from TNA . | alsé.confirmed that
I had been instructed by Mr Choeu to enter into the agreement.

| attach this chain of correspondence marked ‘PP32”.

7 e
On 21 October 2013, Mr du Plessis asd-circulated the draft response that he

and | had worked on. In response, Mr Choeu called a meeting to finalise the

response. | attach the correspondence, including the draft response, marked

‘PP33". %
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99 The final version of the response to the Public Protector, which | attach marked
“PP34", was signed by Mr du Plessis on 19 November 2013 and delivered to

the Public Protector’s office, together with files, on the same day. | never had

sight of the files.

DATED AT

30
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LEKOM AOLDINGS SOC LIMITED CONTRACT NUMBER _
FROJEGT AN CONTRACT TITLE o

C1.1 Form of Offer & Acceptance
Offer

The Employer, identilied in the Acceptance signature block, has solicited offers to enler into a contract for
the procirement of.

Media Buying and Planning Services

The tenderer, identifiad in the Offer signatire biock, has

y — _ _ - A S
- examined the dralt contract as listed in the Acceptance saction and agreed to provide this Offer,—l

By the representative of the tenderer, deemed to be duly authorised, signing this part of this Form of Offer
and Acceptance the lenterer offers o perform all of the obligations and liabilities of the Consuftant under the
confract including compliance with afi its terms and conditions aceording lo thair true Intent and meaning or
an amount ta be determined in accardance with the conditions of contract identified in the Contract Data,

h‘ﬁ;;_dﬂered hto_ls:lmorhé Prices 'exclusive of VAT i§ R
Value Added Tax @ 14% is ] - R

| The offered total of the Prices inciusive of VAT is R R
% ; T AN 1

This Offer may be accepted by the Employer by signing the Acceplance part of this Form of Offersand
Acceplance and retuming one copy of this document inciuding the Sehedule of Deviations {if any) to the
lenderer before the i /of [ihe period of validily stated in the Tender Dala. or other period as agresd,
whereupon Ihe lepderir/belomes the party named as the Consultan! in the conditions of contract identified

Signature(s)
Name(s}
Capacity
For the

tenderer: —

MName &
signature of

Do LAPHIKD

PART C1: AGREEMENT & CONTRAGT DATA PAGE1  C1,105C2 FORMOF OFFER AND AGRERTA



LSKONM HOLDINGS SOC LIMITED CONTRACT NUMBER
PROJECT AND CONTRACT TITLE

Acceptance

By sighmng this pait of this Form of Offer and Acceplance. the Employer identified below accepis the
tengerers Offer.  In consideralion thereof, the Employer shall pay the Consullant the amoun due in
accordance with the conditions of contract identified in the Contract Data. Acceplance of the tenderer's Offer
shall form an agreemen! befween lhe Employer and the tendacer upon the tlerms and conditions contained in
this agreemant and in the contract that is the subject of this agreement.

The terms of the contract, are contained in:

Pant C1 Agreemants and Contract Data, (which includes this Form of Offer and Acceptance}
Pari C2 Pricing Data
Pard C3 Scope of Work: The Scape

and drawings and documents {or paris thereof), which may be incorporaled by reference info the above
listed Parts.

Deviations from and amendmants to the documents listed in the Tender Data and any addendatherato listed
in the Returnable Schedules as well as any changes lo the terms of the Offer agread by the tenderer and ihe
Emplayer during this process of offér and acceptance. are contained in the Schedule of Bovialions altached
to end forming parl of \his Form| of Offer and Acceptance. No amendments {0 or deviations from said
documents are valid unless contained in this Schetule.

The tenderer-shaR within iwo weeks of receiving a completad copy of this agreement, including the Scheduole
of Laviations (if any), contact the Employer’s agent (whose details are given in the Contract Dala} lo.artange
the delvery of any securilies, bonds, guarantees, proof of insurance and any other documeniation 10 be
provigad in terms of the conditions of contrac! identified in the Contracl Data at, or just afier, the date this
sgreemeant comes into effect. Fallure to Tulfii any of these abligations in accordance with those teims, shail
congtiltna a repudiation of this agreement,

Notwithstanding anything contained herein, Ihis agieement comes into affect on the date when the tenderer
recaives one lully compieled original copy of this document, including the Schedule of Deviations (if any).

Signatura(s)

Nama(s}

knéevt‘- tlaseEm |

ﬁ(‘/tLMQ &\Ul?tb“ut(_ - "= g
for the She MU WE S— - W ~

Employet Selom H()Lh NG g L—I V}‘Te‘m 3 S’ OC

{isisert name o m"lm'-s ol mga:ifmrmn}

Name &
signature of gi‘ Date
witnesy . (AM [49 l Ela‘ell

Ve IS
Hate I & tendemr wishies o subm lematwe lendais, use ancther copy of Lhis Fomn of Offer and Acceplance

Capacity

Ky o

PART C1: AGREEMERNT & COMTRACT DATA PAGE 2 [N ] ES&IG FOR.M D‘F‘CIFFER AND ACCEPITAI*..I-C.‘:I::
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ESKOM HOLEINGS SOC LIMITED CONTRACT NUMBER —
PROJECT AND CONERAGT TITLE ~

Schedule of Deviations
Haoie
1. Tobe completed by the Empilayes prior to award of conlract, This part of the Gifer & Aceeptence would not be 1etued if {he
contract has been developed by negotistion between the Parfios ond @ not the result of 3 procass of competdive tendering
2. Tne cxient of deviatlons from the lenter documents issyed by the Eimplayer prior to the lender closing date 15 limiled 1o those
pesmtied in lerms of the Conditions of Teader.
3. Alenderer's covering latter must nol be included in the finat contract documont.  Should any matter jn such telter, which
tonstiules a devialion as oforgsaid be the subjeci of agreament reached during the process of Otfr and Acceptance, the
culcoing of such agreement shall be recorded hete and the Tnal deafl of the contracl documents shal be rovised Lo

maeorporate the pifect of i
Mo, Subject ! Details
; l N—
) !
3 !
o
5 :
6
7

By the duly authorised representatives signing this Schedule of Deviations below, the Employer and the
tendérer agree to and accept this Schedule of Deviatlons 85 the only deviatiens from and amendmenis o the
documents listad in the Tender Data and any addenda therets bsted iy the Tender Schedules, as well as any
confimation, elarification or changes 1o the terms of the Offer agreed by the tenderer and the Employer
during this process of Offer and Acceptance.

Itis expiessly agreed that no other maltter whether in wrling, oral communication or implied during the periad
between the issue of b9 19 nder documents and the receipt by the tanderer of a compiated signed copy of
y aaning or effect in the contract between the parties arising from this Agreement

thig Form shalt ha

enderer: For the Employer

S Chocds ~ Mot

oeslat e SLW”{(‘Q) M ke, Wyeoum Zxecurwe

Signature

Name
Capacity

On behalf  asertnamo anu sudress ofor (insert nania and adkkess of organisation)
of A S &on ft O $L LemrTep Sove,

N : R . A
slga;;:;e!ure ( & oMl Lifliesd T FRretoviu g )

of witness

Date IS ﬂc«z}a% 2e2h . T W o LU Y7

At

PART C1° AGREEMENT & CONTRAGT DATA PAGES " G1.1 PBCA FORM OF OFFER AND ACCEPTANCE
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F8KOM HOLDINGS $0C LIMITED CONTRACT NUMBER
PROJEGCT AND CONTRACT TITLE

C1 2 PSCS Contract Data

Part one - Data provided by the Employer

Ciause Statement

9 General

Price adjustiment fo

Changas in the law

Delay damhes

Transter of rights

1
N

oX18:  Limitation of Hability
tional conditions of cc

0 EG3 Professional Services
Contract {Juna 2005} with amendments

June 2006 )
10.1 T mployer is@ Eskom Wit&d (R
2002/0155 lic perso l‘ orated
- in terms of the company laws ublic of

Drive, Sancifon, Joha

Tel No. lj' 011 800
Fax No. I;r# T

11.2(9} The services are Eevelo nt of madia strategy, media
planning, media buying and madia trend
research and analysis (media buying agency).

‘!.._:'I. South Africa
Addre {::' oo Regisiered office at Meﬂa k, Maxwell

11.2010)  The following maliers will be included in

the Risk Register None
11211  The Scope isin Fart 3: Scope of Work
! Ava:labie Erom Enginegiing Contract Strategies Tel 011 803 3008 Fax D11 803 3009 @
PART Gt AGRERMENT & CONTRAGT DATA  PAGE1  G12A PSC3 CONTRACT DATA PART 1
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ESKOM HOLDINGSE 800 LIMITEDR
PROJFCT AND CONTRAGT TITLE

PJP-038

CONTRACT NUMBER

——

The expsnses stated by the Employer ate

122 The faw of e contract is the law of the Republic of South Africa
3.1 The language of this contract is English
133 The period for reply is Maximum 5 days
136 The pariod for retention is & years following Completion or earlier
termination.
2 The Parties' main
responsibitities
252 The Empioyer provides aceess to the access o agcess date
Iollowing persens, piaces and things
* i To be arranged with project To be
: stakehokiers s arranged with
: : project
stakeholders
3 Time
51 2 The slarting date is. 17 August 2011
11.2{3} The completion dale for the whole of the
Servichs is. 16 August 2016
1t 2HEY The key datss end the conditions to be Condition to be met key tate
metare:
1 As per Setvice Lavel Ag per Service
: Agreament [See ‘Leved
: Addandum 1) | Agreement
: i {Sea
: Addendum 1
aty The Consuitant is to subrmit a first
programme for acceptance within Az agreed with the stakeholders
322 The Consuitant submits revised
programmes at intesvals no lsnger than As per Service Level Agreement (See
Addandum 1
4 Quality
40.2 The quality policy statement and gliality
plan are provided within As per Service Level Agreement (See
Addendum 4
42,2 The defacis dale is As per Sarvice Lavel Agrsement {See
Addandum 1
5 Payment
50.1 The assessment interval is Is from the 25" of each moﬁth lﬁ "the_zﬂsj of??';;“

subsequent month

Amount

em

Ag per activity As included In agree

schedule fea in activity schedu /
- S EE e re - B . dane b s - P al. . @‘ /
PART Gt AGREEMENT & CONTRACT DATA PAGE 2 €124 PSC3 CONTRACT DATA PAKT)
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ESKOM HOLDINGS S0C VIMITED
FROVECT AND CONFRACT VITLE

PJP-039

CONITRACT NUMBER __

The penod wnhm which payments are

30 days from date of Invoice

Souih African Rang

(i) zero percent above the publicly quoted prime
rate of interest {calculated on a 385 day year)
charged by from time to time by the Standard
Bank of South Africa (as certified, in the event
ofany dispute, by any manager of such bank,
whose appointment it shall not be necessary to
prove) for amounts dise in Rands and

(li} the LIBOR rate applicable at the time for
amoimis dus in other currencles, LIBOR is the
& month London Interbank Offered Rate quoted
under the caption “Moncy Rates™ in The Wall
Straet Journal for the applicable currency or if
no rate is quoted for the currency'in question
then the rate for United States Dollars, and if no
such rate appears in The Wall Steost Jovrnal
then the rate as guoted by the Reuters Monitor
toney Rates Service {or such Service as may
replace the Reuters Monitor Money Rates
Service) on the due date for the payment in
question, adjusted mutatic mutandis every €
months thareafter (and as certifiod, inthe event
of any dispute, by any manager employed i the
foraign axchange department of The Siandard
Bank of South Africa Limited, whose
appuintmeni it shall not be nscessary to prove

made is
1.2 The currensy of s contract is the
51.5 The ierest rale is
6 Compensation events
7 Rights to material
8 Indemnlty, msurance and I;ablllty
81.1 The amounts of insurance and the periods

far which the Consufian maintaing
INSUFANGS gle

Event

PART C1 AGREEMENT & CONTRACT DATA

PABE 3

No data requited for this section of the
conditfons of contract

No data required for this section of the
crmdmons of contract.

Cover

Period tollowing
Completion of the
whole of the ssrvices
ot eartier termination




EEKOM HOLDINGS 500 LIMITED
PROJECT AND CONTRACGT 1ITLE

CAONTRACE NUMBER __

Liabiity for failure by the Consuitant o use  Whatever the

the skill and care normally used by
professionals proviging services simitlar to

the services

death of or bodily injury to & person (not
an employee of the Consuffant) or loss of
or damage to property arising from or in
conngction with the Consilftant's Providing

the Services.

PAIRT C1: AGREEMENT & CONTRACT DATA

-y

Consuitant deems it
and necessary in
respect of each claim,
without Hmit to the
sumber of claims,

The amount of the
cover, without
derogating from or
limiting the Consulfant's
tiabifity to the Employer
shall be determined by
the Consuliant. Although
this amount is al the
discrelion of the
Consudiant, the
Employer recommends
that the Limit of the
Cover should at least be
R5,000.000.00 (five
million Rand}

Effective from the
starting dale to the
completion date or the
termination date

And,

following completion
or termination of the
services for a period
the Consuitant deems
fit and necessary

The period of the cover,
without derogating from
or limiting the
Consuitant's liability to
the Ermployer shall be
determinad by the
Consuitant, Although
this pericd is at the
diseretion of the
Consujtant. the
Emplayer recommends
that the period following
completion of the whole
of the services or earfier
termination ba not less
than 7 (Seven} vears

Whatever the

Consultant deems
necessary for any
acourrence of series

Effective from the
starting date lo the

termination date

complelion dale or the

PAGE 4

of accurrences arising
out of one event hut
uathimited whilst the
Consultant is
Providing the Services
and during the pesiod
of insurance.

The amount of the
cover, without
deragaling fram o
timiling the Consuflant's
liability ko the Employer
sheli be determined by
the Consultant. Although
this amount is at the
discretion of the
Consudiant, the
Empioyer recommends
that the Limit of the
Caver should st least be
R 10.600,000.60 {ten
million Rand)

And,

following complation
<r termination of the
services for a perlod
the Consultant deems
fit and necessary
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death of or bedily injury to employees of
the Conasdfiant arising out of and in the
course of their employment in connection
with tlys contract

PJP-041

CONTRAGCT NUMBER ___

As Consuftant deems
necessary

As prescribed by the
Compensation for
Occupational Injuries
and Diseases Act No.
130 of 1993 and the
Consultant's common
law fiability for people
falling outside the
scope of the Act with a
limit of indemnity of
not less than R500
00000 (five hundred
thousand) in respect of
each ciaim, without
timit te the number of

claims
81.1 The Employer provides the following Refer fo Annexure A for detalls of insurance
insurances provided by the Employer.
2.1 The Co;mmant s total lnabrldy o the The total of the Prices

Emplgyer for all matlers arising under or in

conneclion with this contract, other than

the excluded matiers is {mted to

The Consuftant provides these additionat

nsurances.

1 Inswrance against Whatever the Consusitant deems necessary
including cover provided for payment of
deductibles

9 Termination No data required for this section of the
cohditions of contracl.

10 Data for mam Option clause

A Priced contract with activity schedsle

1.3 The Consultan! prepares forecasts of the

tatal of the expenses al intarvals of no

langet than As per Service Lavel Agreemant {See
Addendum 1

1 Data for Option W1
W11 Thie Adudicater is (Name) The parson selsctedifromithe Eskom Panel of

Adjudicators listadin'Annexure B to this
Gontract Bata by the Party intending to refer a
dispiite to him,
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‘N1.2(3)  The adjudicalor nominating body is: The Chairman of the Joint Civils.Division of the
South African Institution of Civit Engineering.
(See www jointclvils.co.za).
W1.4(2y  The tnbunal 1S, arbitration
Wi14(5)  The arbilration procedure is the latest edition of Ruies for the Gonduct of
Arhitsations published by The Association of
Axtiitrators (Southern Africa) or its successor
body.
The place wherg arbitration is loibe held is | South Africa
The personior arganisation who will
chonse an arbitrator
» ifthe Parties cannot agree a chaice or  The Chairman for the time being or his nominee
o il the arbiication procedure does not of the Association of Arbitrators (Southern
state who selects an arbitrator, is Africa) or its successonbody.
12 Data for. secondary Option
clauses
X1 Price adjustment for inflation Te ba negotiated annually vpon anniversary but
will hot be more than CPi
X1 The index is CP
The staff rates are Variable with changes In salary paid fo
{stale whether "Fixed at the Conlract Dale  Individuals at maximum of CPi
and are not variable with changes in salary
pald 10 individuais™ or "Variable with
changes in salary paid to individuals™)
X2 Changes in the law
x2.1 The law of the projsct is The Law of the Republic of South Africa
xv Deday damages -
AP Delay gamages for late Completion of the '
whole of the services are Refer to the Service Level Agreement
% Transter of rights Tha Employer owns the Consoitant's rights
over material prepared for this
coniract hy the Consultantexcept as stated
otharwise in the Scape. The
Consultant oblains other rights for the
Employer as stated in'the Scope and
obtains from'a Subconsultant ecuivatent rights
for tha Empioyer over the
material prepared by the Subconsultant. The
Conguitant provides to the
Empleyet the documents which transfer these
rights to the Employer
X10 The Employer's Agent
210 | The Employer's Agant is
Name Lilllan Karuri-Magero orher duly autherise
representativels).
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Address Eskom
Megawatt Park, Maxwel Drive, Sandtion

The authority of the Employor's Agent is To carry out all the actions of the Employer in
this contract

X418 Limitatlon of lability

X181 The Consultant's hability to the Employer  LIMITED TO THE ANNUAL VALUE OF
for indirect or consequential loss is hmiledsn REMUNERATION RECEIVED BY CONSULTANT
lo:

X182 The Consuitants liability 1o the Empioyer | The totat of the Prices

for Defects thal are not found until aler
the defogls dale is limited to:

£18.3 The wed of fiabifity date is Flva years after Completion of the whole of the
services.
Z The Additionatconditions of contract
ara Z1 to Z11 always apply.
Z1 Cession delegation and assignment

741 ‘The Consuitan! does ot cede. delegate or assign any of its tights or obligations to'any person
withiout the writlen congent of the Employar.

Z1.? Notwithstanding the above, the Employer imay on writien notice to the Consuitant cede and
delegate its rights and obligations under this contract o any of its subsidiaries or any of its
present divisions or operations which may be convarted into separate legal entilies as a resuit
&ithe restructuring of the Electricity Supply Industry and the Elsciricity Distribution Industry.

) Joint ventures

72 1 |f the Consuftant constilutes a joinl venture, consortium or other unincorporated grouping of bwo
or more persons of organisations then these persons or arganisations are deemed to be joinily
and severally liable torthe-Employer tor the performance of this-contraci.

722 Mnlessalready noiified to the Employer, the persons or organisalions notity the Emgloyer wilhin
twoweeks of the Contract Date of the key person who has the authority to bindithe Conswitant
on their behalf.

723 The Consultantdoes not substantially alter the composition of the joint veniure, consortium or
other uningarperated grouping of fwo or more persons without (ke consent afithe tmployer
having beangiven to the, Consullant in writing.

Z3 Change of Broad Based Black Economic Empowemment (B-BBEE) status

23.1 Where & change in the Consuftani’s legal slatus, ownership or any other change to his business
composition or business dealings resuils in a change o the Consiultan!’s B-BBEE status, the
Consultant notifies the Employer within seven days of the change.

Z3.2 The Consultant is required fo submil an updated veriication certificate and necessary
supporting documentation canfirming the change in his B-BBEE status lo the Employer within
thirty days of the notification @t as otherwise instructed by the Exnployar.

Z3.3 Where, as a resull, the Consullant's B-BBEE status has decreased since the Contract Date the
Employer may eithes ra-negotiate this contract or alternatively, terminate the Consultant’s
obligation to Provide the Services. :

C1 24 PSC3 CONTRACT DATA PART 1
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Z5

PART 1. AGHEEMENT & CONTRAGT DATA PAGE 8

Z3.4

Z4.1

Z4 2

4.3

Z5.1

Z52

Z5.3

254

Failire by the Consultant to notify the Employer of a change in its B-BBEE status may
constitute a reason for lermination. If the Employer terminates in tamns of this clausa, the
procedures on termination are those stated in core clause 9. The payment on termination
includes & deduction of the forecas) of the additiona! cost 1o the Employer of completmg the
whole of the services in addition to the amounts due in terms of core clause 92,1

Ethics

Any offer, paymant, consideralien, or benefit of any kind made by the Consuflant which
constitutes or couidbe constrred either directly or indireclly as an illegal o corrupt practice, as
an inducement.or reward for ihe award or In execution of 1his contract conslitutes grounds for
erminating the Consulfant's obligation ta Provide the Services ar taking any other action as
appropriate against the Consultani (including civil or criminat action),

The Employer may terminate the Consulfant’s obligation to Provide the Services ifthe
Consultant (or apy member of the Consultant where the Consultant constifites a joint venture,
consortiurn or other unincorporated grotping of twe or more persons or arganisations) is found
guilty by @ compsten court, administrative or regulatory body of participating in iflegal or corrupt
praclices,

Such practices inctude making of offers, payments. considerations, or benefils of aay kind or
otherwise. whether in cénnection with any procurement piocess or cottract with the Emplayer
or giher people or organisations and including In circumstances where the Consuftant or any
such member is removed from the an approved vendor data base of the Empioyeresa
consequence of such practice.

Ifthe Employer terminales in terms of this clause, the pracedures on termination are those
slaled in core clause 81. The payment on termination includes a deduclion of the forecas] of
tha additional cost 1o the Entployer of compieting the whole of the services in additionis the
amatnts due in lerms of core clause 92.1.

Confidentiality

Tha Consuliant does not disslose or make any information arising from or in connection with
this contract available to Others. This undertaking does not, however, apply to information
which ai the time of disciosuraior thereafter, without default on the pari of the Consultant, enters
the public domain of 1o informalion which was already in the possession of the Conswitont al
the meiof disclasure {evidenced by written records in existence af that time). Shouldthe
Caasultant disclose information to Others in terms of clause 23.1, the Consultanl ensures that
the: provisions of this cisuse are complied with by the recipient.

if the Copsuitant is unceriain about whather any-such nformation is confidential, i is to be
regarded as such until notified otharwise by the Employer.

in the avant that the Consuttantis, at any time, requirediby lawio disclosa any such information
which is required to be kept confidential] the Consulland, io the exient permilted by taw prior to
disclosure, nhotifies the' Employer so thatan appropriate protection order andior any other action
can be taken if possible, priof to @ny disglosure, in the event that such prolective order is nat,
or cannol, be obtained, then the Consultani may disclose thal portion of the inforration which it
is required to be disclosed by law and uses reasonabie efforts to oblain assurances that
confidential treatment will be aflorded to the information 50 disclosed.

The taking of images {whether photographs, video footage or otherwise) of ihe Employers

praject works of any portion thereot. in the course of Providing the Sennces and afler / !

Completion, fequires tha priee wntten consent of the Employer. All righls in and to all such
images vests exclusively in the Employer

C1.2A PSC3 CONTRAGT DATA
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Z8 Waiver and estoppel: Add to core clause 12.3;

261 Any extension, concession, walver or relaxation of any aclion stated in this contract by the
Parties, or the Adjudicator does not constitute a waiver of rights, and daes nol give nise to an
estoppsl unless the Parties agree otherwise and confirm such agreement in writing.

Z7 FProvision of a Tax invoice and interest. Add to core clause 51

Z7 1 The Consuitant (if registered in:South Africa in termsiofttic companies Act) is required to
comply will the requirements of the Value Added Tax Act, no BY of 1991 (as amended)} and to
include the Employers VAT nuinber 4740101508 on cach inveice he submits for payment.

Zy Notifying compensation evants

Z8.1 Delele from (he lest sentence in-core clause 613, “unless the Employer should have notified
the event to the Consultant but did not”

29 Employer's limitation of liability

29.1 The Employar's tizbiiity to the Consuitant for the Consultant’s indirect or consequential loss is
imiled to R0.00 {zera Rand)

710 Tesmination: Add to core clause 80.1, af the second main bullet point, fourth sub-bullet
point, after the words “against it":

Z1G4  or had a judicial management order granted against it.

Z11 Delay damages: Addition to secondary Option X7 Delaytdamagos {if applicableinthis
tontract)

£11.9 i the Consuliant's payment of delay damages reaches the limits stated in this Contract Data for

Option X7 or Optiens X5 and X7 used togsther, the Employer may tarminate the Consiltant s
abhgation to Provide the Services,

Z11.2 i the Employertarminates in keims of this clause, the proceduses orterminationare those
stated in core clause D1. The payment on terminalion includes a deduction of the foracast of

the-addilional cost te the Emplayer of completing the whole of the services inatlditionlo the
amounts dpe in terms of core clause 82.1.

L LI TR et e TS e e N i ke = i 4 e e sadbe e i e
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Annexure A; Notes to Consultants

This is guidance o Consuifants o assist their decision making about whal cover lo arrange in the insurance

{0 be providad by the Consultant. The guidance 1s not part of the contract and the Employer carmics no

viahiny for i,

+ For the purpose of works contracts, insurance provided by Eskom (the Employer) has been arrangad on
the basis of “project” or “contract” value, where the value is the total of the Prices at Completion of the
whole of the works including VAT,

A "project” is a coflection of contracts or work packages to be undertaken as part of a single identified
capital expansion or refurbishment of & particular assel or facility.

A “contract” s a single eontract net linked to of being part of a “project”.
9 There are thiee main "formats” of eever and deductible structure: Format A, Format B and Format Dx.

Format A is for a projeci @r contract vaiue lsss than or equal to R350M {three hundrad and iy miflion Rand)
inclusive of VAT,

£ ormat B is fora praject or contract value greater than RIS0M {twee hundred 2nd ity miliion Rand) inclusive
of VAT.

In the case of contracts / packages within a project:

« Foraganiract/ package of RE0M which is part of a R400M project, Format B will apply
e Fora conlracl / package of R250M which is part of a R8 billion project, Format B will apply,
o For a contrac! / package of RT20M which is part of 3 R350M project Format A will apply;

For a contract which is not part of a project the same limits apply:

» For a contract of RE0M, Format A will apply
s For 2 contract of R355M, Format B wit apply.

Format Dx applies only to Distribution Division projects and contracts. If a Distribution Division project or
coniract exceeds the Format A limit, the Eskom Insurance Management Services [EIMS] need to be
contacted for advice on how 1o foimulale the insurance cover, Cover and deductibles for Distribution
Divislon are per the relevant policy available on the internet web link given below.

Format A generally applies lo Tranemission Divislon projects and contracts. (f.a Transmission
Oivision projact or contract exceeds the Format A limit, the Eskom Insurance Management Services
[EMS) need to ba contacted for advice on how fo formulate the insurance cover,

3. Further Information and full details of ail Eskom provided policies and procedures may be
chtained from:

hnpsifwww.eskom.co.zaflividsontenL.phptem 1D=9248

4 The Insurance which the Consultan! is Yo previde against his iability for claims made against him arising
oul of his Tailure to use reasonable skill arid care {first row in the Insurance Table of clause 81.1 in the
PSC3) should aiso indemnify the Consuffan! for those sums which he could become legally liable o pay
83 damages arising from any clair firsl made against him and reported lo Insurers some lime afler
Completion of the whole of the servicos. Hence the Consullant needs 1o ensure thal his cover is in
place at lgast untii all his Siabilities under the contract have expired. Such ¢laims could arise ot of any
negligent act, error or omission committed or alleged to have been commilted by the Consvitant in the
conduct of professional services in connection with the contrack,

@
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Annexure B; The Employer's Panel of Adjudicators

The following persons listed in alphabeticat ordes of their surname have indicated their willingness o be
inciuced in the Eskom Panel of Adjudicators. Their GV's may be obtained by using the conlact details

provided.

detarts {phone fe manl)

Name

 iget ANDREWS ‘E} u ﬁ"

Andrew % ﬁ s - |
' o) ujf"' DN | G-auleng -

g C‘l\d}
- 444 1293 8
i peterhiggina@

I i
+27 11 290 400¢
@counSel.

[} ot

nuencas@glohai e #

21794 7488
;@ a{[icg .com

: +27 11 787 6226

tlowassos q

information about the Pane! and appointment of the selected Adjudicator is available
Supply Chain Operations management, hy contacting Lelghton ltholeng {Tal: +27 {0)11 800 4031}
(Fax :+27 (0)86 668 0419} E-mail: Le] Bsk

Gauteng
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nameltdesignation rate

213 The sfall rates are:

Either complete hore or eross rafer to a schedule
In Part C2.2

The Employer provides access 1o the
foliowing persons, places and thin

access date
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PROJECT & CONTRACT TITLL.

G2.1Prcing assumptions: Option A

1. How work is priced and assessed for payment
Clause 11 In NEG3 Professionat Serviges Contract. June 2005 { PSC3) Option A states:

identifted and 11
defined terms $1.2 (14) The Aciivily Schedule is the activity schaduie unless iater changad in
accordance with this contract

(15)"The Price for Services Provided to Date s the Iotal of the Priges for the
aclivities which have been completed. A complated activity is one which is
without Defects which would delay immediately following work.

{18) The Prices ara the lump sum prices for each of the aelivities on the
Activity Schedule unless later changed in ageordance with this contiact.

This confirms that Option A is a lump sum form of contract where the work is broken down into activities,
each of which is priced by the tendering consultant as a lump sum. Only completed activities are assessed
for payment st each assessmont dale; no part payment is made if the aclivity is not completed. by the
assessmeni date.

2, . Function of the Activity Schedule

Clause 53.1 in [Option A states: “Infermation in the Activity Schedule isinot Scope” Thig confirms ihat
insteuctions 16 do work or how it is 'to be done are not included i the Activity Schedule butin the Scope.
Trishs hirihen €onfirned by Clause 21 1 which states, “The Consuitant Provides the Services in accordancs
with [the Scope’. Hence the Consultant doss not pravide the Services in accordance with the Activity
Schedule The Activity Schedule is only 3 pricing document,

3.  Link to the programme

Clause 31,4 stategthal “The Consultant provides information which shows how each activityon the Activity
Schedule relates 1o the opersations on aach pragramme which he submils for acceptance” FHefce whan
compiling the aolivity schedule, the tendering consultant neads to show each activity onthe pragramme he
submits with his tender

4.  Preparing the activity schedule

The lendering consultan! prepares the activity schedule and should study ihe PSC3 Guidance Noles
pages 2 and 24 before doing so. The Employer may have instrucledithe tendering consullant to inciude
particular activities which he has specified’and requiresthe Conspflan to idenlify lhem in s activity
schedule

1 Generally it is the Consultant who prepares the Activity Schedule as part of his lender by breaking
down the work described witlun the Scope into sulable aclivites which can be well defined, priced as a
lurap sums and shown on the programme. The Employer, in his Conditions of Tender or i g Tender
Schaedule, may have lisled some items thal he requires the Consuitant 1o include in his aclivily schedule
and be psiced acordingly,

2 The Prices are definad in clause 11.2(18) as the lump sum for each achivity in the aclivity schg
and the Price for Services Provided to Date {PSPD} (the amount due io the Consultant) is defin

cIiPi

PART G2 PRICING DATA PAGE1 ©21 PsCUA ini{]éime'ns's'thvihr g

K-



ESKOM HOLDINGS SQOC LT CONTRACTNO |
PROJEC & CONTRACT TITLE

clause 11.2(15) as the total of the Prices for each activity that has been completed Hence activities in the
aclivity schedule should be structured so a5 10 provide an acceptable monthly cash flow as they are only
assessed for payment on the assessmant dale it they have heen completed.

3 As the Consultant has an cbligation ko correct Defects (core clause 41} the lump sum Prices must also
tnclude for the correction of Defects except i the Defect is one for which the Consultani is not liable which
is compensation event 60.1(12).

4 i the Consultant has decided not {0 identify a particular activity, the cost fo the Consuftant of doing the
sork must be inciuded in, or spread across, the other Prices in crder to fulfil the obligation to complete the
services for the tendered total of the Prices:

%  There 18 no adjustment to the fump sum activity schedule price if the amouni, or guantity. of work
ithin that activity later wrns out ta be differeni 10 ihat which the Gensuffart estimated at time of lender.
The only basis for & change o the Prices is as a result of a compensation event. See Clause 601,

3 Hence the Prices tendered by the Consuftant in the activity schedule are inclusive of averything
necessary and incidental to providing the Services in accordance with the'Scope, a6 it was at the time of
tender, as well as carrect any Defecis except those for which he is nol tiable.

7 However, the Consultan! does not have to allow in his Prices for maiters that may arise as a resultof a
sompensation event.

5. | Expenses

Expanses arenol mciuded in the aclivity schedule items and are assessed separalely at each assessment
date,

Expenses assodiated with amploying a staff inember in Providing the Services are listed separalely either
by the Employer in Caonltract Data provided oy the Employer or by the Consuftant in Contract Dala
provided by the Consuliait. As oniy the expenses hsted may be claimed by the Consultant, all other cost

io the Consuftant assaciated with pioviding the Services must be inchided within the aclivity schedule of
staff rales.

Raie adjustmnent for inflation of expenses is explained on page 13 of the Guidance Notes.

6. Staff rates

When a compensation event o¢curs changes to the affected Activity Schedute Item or new priced items in
the Activity'Schegdlle are assessed'asthe actual Time Charge for work already done and theforecast Time
Charge for work not'yet done. (See clause 63.1 and 63.14 in Option A)

The Time Charge isithe sum of the products.of each of ihe siaff rates mulliplied by the lotal staff time
appropriate to thatrate properly spent on work ity this‘contract. {Clause 11.2{13}}

Tendenny consultanis“are advised toggonsult the NEG3 Professional Serviges Contract (Jung 2005)
Guidance Noles and Flow Charls page 28 baforeentering staff ratés into Contract Data, or in C2.2 below

This 15 because staff rotos can be established in obe of three ways:

» rales for named sfaff,
» rales for categories of staff or
» ralos related lo salaries paid [o staff.

Rate adjustment fos inflation, if necessary, can be based either on actual salary adjustments or by using
Option X1, Price adjustment for inflation. See pages 13, 14 and 28 of the Guidance Notes.

The parties agree of the following pacing terms.
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1. Allinclusive Fee
1.1. For the period 1 July 2011 to 30 June 2012

1.1 1.For the perad 1 July 2011 o 30 June 2012 the Consuftan! will be entitled 1o total monthiy
ramuneration of R 286,504 (Two hundred and eighty six thousand ning hundred and lour rand
only} for the provision of the services ksted in The Scope and Aclivity Schedule,

1.1.2, The Eskom Programmes and Gross Media Budgelts used to detenmine the retainer fee is as

follows:

« Corporate
integrated D

persons to the Employer's accoum and the parties have agreed hal materiat changes to the

rrlljources lisﬂmuwaily agreed by'm' I!_L.
I"I#fl'- Mame - LWLI of Semomg % t;mu
g'hg Directar T Execulive

{Strategy) :5 Execuug

' S,_gryor qisl : Senior
Maedia ner_ " Senjor
Media Buyer . — mior
Implementer/Buy | iddle
' Media Implementer mdie"
“Media Buyer L . dupior 150
FinancetAdmin Middie ! o0
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14.4. The Consiitant undertakes to utlise the key pessonnel set oul above, and alt
additionai human rescurces that may be required to ensure delivery of Services in
accoatdance wilh the time constrainis and level of service required by the Employer in
terms of this Agreement,

115 The Consultari shall reasonably nolify the Employer of any changes to the st of
personnel in clause 1.1,3.__The Coasuliant undertakes to ensure that any staff
member removed from the fist will be replaced with an alternate staff member of
equivalent skill and experience and the Empioyer shall be required lo approve any
substituted or additionat personnel.

1.4.8, All discounts and commissions negotiated on behalfof Employer are 1o be reinvested
into the Employer's campaigns,

2. Variable Remuneration — Media Services oulside Territory

21 The Consullant is entitled to earn 1he following commissicn on all Gross media amounis
{defined 25 rate card minus discount, but including agency commission at 16,5%) lo provide service
autside the Territary:

2 1.4. Media Strategy and Planning Services 25% f(iwo comma five
percent}
2.1.2. Media Buying Services 1,0% (one percent)

3. Variable Remuneration — Powsi Alesi
Pewert Adert budgetis iR 33,600,000
3 1 Thedonsultant is entitled ta earn the following commission on all Gross Media Ameunts
(defined as rate card minus discount, but including agency commission at 16.5%) spent on
power alet

3.1 1.MediaSieategy, Planning and biying services 3% (three parcant)

Notes:

-

The prices exciude VAT.

2. I July 2011 and thereafter annually. the annual basis for the fixed and firm fee for the next year
will be negotiated, hased on the budgets avaitable for that year.

3. The budgeis lo the respective Eskom programmes and Corparate Positioning Pragramme varty
fram year to year as indeed do the programmes themselves. To this end, a precise value canno),
be attached ta the contract as the fes charged by the agency is dependant on the scope of w
required.

4. Any production handled by a third party via the consultant wili be quoted to and approved
Emptoyer, The consultant will lavy 10% handling fee on all work of this nature and it will be dearty

stated on the Cost Estimate. ]L ’\/\
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2 the acbwty schedule-__m

No | Service . Frequency ncluded in fes
j_qr;velop DM Communicaticn Strategy Ongolng i Included in fee
- MANAGEMENT QF THE ACCOUNT
Attend Ciient meelings, workshops, information
1 gathering and brainstorming sessions |.As required Included in Fee
! Perform mediasoviews, ingluding competitor
2 _reviews (slrategies, activity, investment) ¢ Quarterly includedin Fee
3 | Obtain and verily Client briefs |.Ongoing  Inctuded in Fee
| Provide advice and guidance on media stralegies
4 _vggj,pamclpa_tg_a_nﬁmedaa sirategy development. Ongoing fncluded in Fee
5 | Issug contacl reports Within 24 hours | Included in Fee _4
6 | Altend . slatus meetings Weekly Inchuded in Fee
! issue slatus reporis for all projects that include
i butarenot limited to project number, description,
7 |'cutrent glatus, next steps, imeline and due daje ~ : Weekly Included in Fea "
- Screen media plans and schedules before
preseniation o Client (on brief and strategy,
8 sccurate, ele.) Per brief Included in Fee
Submit media strategies, plans-and schedules for 4
L9 | approvaliby Client Per brief Linclded in Fee
.__10 _ Preparé andsubmil campaign timing plans Per brief Includediin Fee
{blam sign-off from authorised Client 8
__11 i representative Ongping Inciuded inFee
fssue invoices, stalements and any other proaf of -
_ _ 12 | performance funclions, I e _ Monhly Included in Fee
| Manage and resalve financial glieries @ssotiated |
13 | with payments | | Ongoing included in Fee
Manage third parly supphiers and give semi-
__ 4| annyal caports on ASGISA _Bi-annually Included in Fee
Coordinate and project manage all media
A5 projects Ongoing Included in Fee
“Issue reports highlighting media spend, '
commilted spend. reach, frequency, value-
| added, normal discounts and additional discounts
18 | achieved Quarterty . Inclyded in Fee
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g
Develop and implement media measurement
templates for the purpases of measuring ROl for
17_} Media and Spensorships . Quarterly | Included in Fee |
' Conduat campatgn evaluations, including TV post  After svery
18 _buying analysis . ; tampaign | nciuded in Fee
Provide zpol summary reports on all cGampaigas '
19 | for media auditing purposes T | Bieonvally =~ Incudedin Fee
Apply alf media planning@nd implementation
|20 : tools ang resourcgsfar optimism resuits .| Ongoing Intluded in Fee |
Keep Clienl informed about and abreast of
changes and improvements in the local and .
24 { globat med@aindustry | Ongoing, | Incluged in Fee
22 | Integrate with creative agencies Ongoing | Inglyded in Fee
Monthiy audit files containing Client invoices,for
| Radio and TV procf request will be en query and
23 . a CosUEstmate will be sulbamitted. . Monthly Included in Fee
WEDIA STRATEGY AND PLANNING
24 | SERVIGES (LOCAL AND INTERNATIONAL) : s -
Analyse market and oparating environment from
25 amsdia perspective | "=, Quarterly included in Fee
interact with mediz owners, evaluate and advise -
Client on suilable traditional and non-traditional
126 { media ppporturiities .| Ongomg 1 Included in Fee
¢ Prapose, coordinate and intéspeet thivd party ;
127} market and media ressarch =1 Ongoing | dncluded in Fee
interpret. and provide insights and knowledge'on '
standard agency research, such as but not
|28 | Wnited 1o Adex, AMPS. Telmar, FutureF act Quarterly included in Fee
Analysecompelitor stralegies and gontribute {o
brand raviews and benchmarking of the industry
| 29 | ie. SQEs logally, continentaily and globally Bi-annually Included: it Fee
|
Evaluate marketing trends in the media by
monitoring all imedia and provide interpretation, ™
* 30| insights and knowledge we. ! Quarterly igluded’in Fee |
Evaluale programmesior oppoRunities and
31 | packages for all consumer touth-points Ped biief Included in Fee
Evaluate media costs and provige guidante and :
32 | input into the planning process Per brigf | Included in Fee
! Develop media strafegies and plans to oplimise }-
L33, benefits across channels (including digital) Per briet . Inglyded in Fee
Innovalively develop ad-hoc andfor tactical media \
34 | steategies | . - Ad-oc laciuded in Fee
__ 35  Maintain media flow -plans Ongoing _Included in Fee
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39

1 E)lher: "

36 | INTERNATIONAL)

38

"MEDIA BUYING SERVICES (LOCAL AND

Provige full media implementation planning and
buying services o
Negotiate for optimal discounts, position in break
and valug add (including partner / supplier
leverages. approved strategies and plans, gic.)

.. Ongaing

PJP-056

tnciuded in Fee |

and monitor all discoupts

Sourcing, evaluation, advi

40

Per brief

Included in Fee

41

Qngoing

46

_ A7

.48

PART G2 FRICING DATA

L]

e Client's media buying and negotia
on behalf of Chegt as a Gro

ant on Agency volume deals and
areto

eto | Ongoin
ASUREMENT {LOCA '

After every

Inchided in Fes

Included in Fe

ONAL)_ & % _
Work with data, do analyses, perform modeling
and critisally evaluate the media performance of
axecutions S

Ongoing

Ingluded in Fee _

Build madia models sw.«,s of
| mediawersus inveslmert . tadio and
pring F.- .
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LSKOM HOLDINGS SOC LIMITED CONTRACT NUMBLR
PRQUIECT OR CONTRACT TITLE

PART 3: SCOPE OF WORK

Document
reforence

PART C3. SCOPE OF WORK



LSKOM HOI TINGS S0 LIBITED CONTRACT NUMBER ___ _
PRGJIECT OR CONTRAG T TITLE

C3.1: EMPLOYER’S SCOPE

Contents

1.
2,

Dascription of the services

g on the Emplo eri.-
ating with and obtaining acceptaie';f Others

i s

%

-, F T IR R R I L e o e bR S 2 74 A ¢ e erpg g

PART G3. SCOPE OF WORK "PAGE 2

C3.1 PSC3 EMPLOVER'S SCOP |
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FAKOM HOLDINGE S0C UMITED

PROJEC

1 D
1.1

T OR GONTRACT HILE

escription of the services

Executive overview

Account Management

Media buying (local and international
Media negofiations

Media campaighevaluation

Media sponsorship evaluations
Develop DM Communication Strategy

a " # 9 v ® &

PJP-059

CONTRACT NUMBER

Media strategy end planning (local and international)

2 Specification and description of the services

No

Service

_ Develop IDM Commun|cation Strategy

Frequency

Included in foe

MANAGEMENT OF THE AGCOUNT

|.Ongoing

Altend Chent meelings, warkshops. information
_tathering and brainslorming sessions

As required

| lncluded in Feg™ ™ |

Included in fee .o

Petform media reviews, including compstitor

1eviews (strategies, activity, ipvestmenty

i

Qbtain angd verity Client briefs

I Provide advice and guidance on media strategies
_and participate in meadia strategy development,

| Isstee contact reports
| Attend status mestings

© bul are nobimitedito project number; description,

PR

Quarterly

Ongging

| Inchuded in Fae™

Included in Fee

.Ongoing.

Within 24 hours
VWeekly

..1.Jacluded in Fee
+ ncluded in'Eege

Inclded in Fee

Issue Blatus reporis for all projects that inciude

_7 . current status, next'steps, imeline and due dale | Weekly Jacludedin Fee

Screen media plans and schedutesybsafore
presenistion ta Ciient {on bref and strategy, -
_8 | accurale, elc.} ! Per brief Included in Fee
~ Submit media strategies. plans and schedules for

¢ . approval by Client ; Per brief Included in Fee

_10 [ Prepare and submil campaign timing plans Per brief Included in Fee
Oblain  sign-off  from  aulhorsed  Client

11 | representative Cngoing Inciuded in Fee
Issue invoices, stalements and any olher proof of

12 __pedformance functions, A Monthly included in Fee

PART C3, SCOPE OF WORK
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ESKOM HOL DINGS S0C LIMITED

PROJEC

14 |

15

17

18
19/

20

21

_: with paymenis

annual reports gn ASGISA

! buying analysis
Provide spot summary reports on all campaigns .
for media auditing purposes

T OR CONTRACT THLE

Manage 2nd resolve financial queries associated

| Ongoing

PJP-060

CONTRACT NUMBRER

Included in Fee

Manage third party suppliers and give semi-

Bi-annually

included in Fee

Cuoordinate and project madia

projects

manage all

Ongoing

Included in Fee

" highlighting.smedia
reach, freguency,

lssue  reporis
committed  spend,

spend,
value-

added, normal discounts and additional chscounts |
16 | achieved

Develop and implement medis measurement
!emplats-s for the purposes of measuring ROt for

Chuarierly

Cuarterly

Loedncluded in Fee

inclided in Fee

Conduct campaign evaluations, including TV post

After
. Campaign

avery

Inciuded in Fes

Bi-annuatly

Included in Fee

Apply=all media planning &nd implementation

Ongoing

| Included in Fge

Keep Chent mformed about and abreast of

' changes and improvements in the local and

glebal media industry

Integrate with creative agencies

I Monthiy audit files containing Client invoices. For

Radig and TV proof reques! will be on query and
| & Cost Eslimate will be submitted.

MEDIA ~ STRATEGY, smANDy
SERVIGES (LOGAL AND INTERNATIONAL)

Analyge market and operating environment from |

a media perepective

28!

25

interact with media owners, evaluate and advise
Client on suitdble tradilienal and nens=traditional
media opportunities

| Ongoing

e ., Monthly
PLANNING

| Quarterly

Dngoing

S Ongoing ___

, Included in Fae,

4
_.J Included in Fee

| Ineluded in Fee

Inclucied in Fee

Incitided i Fee

Propose, coordinate and jinterpret third_parly

7 | markat and madia research

Inlerpret and prowde lnsaghts and knowledga on
standard agency research, such "as bt nol
imited to Adex. AMPS, Telma_r_. FufureFact

Analyse competilor strategies and contribute lo
brand reviews and benchmarking of the industry
le. SOEs iocally, continentally and gicbally

30

Ongoing

Quarterly

Bi-annually

i Evaluate markeling trends in the media by’

monitoring all madia and provide inlerpretation, |

insights and knowledge

PART C3. SCOPE OF WORK
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, Included in Fee
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ESKOM HOLLINGS SOC LIMITED CONTRAGT NUMBER ____ o
FROJECT DR CONTRACT TITLE

Evaluate programmes of opportunities and
___31 | packages fof alt consumer toush-points Pes brief Includad in Fee
i Evaluats media costs and provide guidance and
32 !input into the planning process Per brief - included 10 Fea
Develop media strategies and plans to optimise
[ 33 | berefits across channels (including digital} Per briet Included in Fee
Innovatively develop ad-hoc and/ontactical media ¢ _
34 _strategies } | | Ad-hoc Included in Fee
35 | Maintain mediaflow -plens &, 10 LR 8 Ongoing Included In Fee
36 | Other. b _B
MEDIA  BUYING SERVICES {LOCAL  AND
36 NTERNATIONAL)  © 0 . . .
| Provide full media implementation planning and :
37 | buyingserviees, Wi _ . ... . 9Ongoing Inciuded in Fee
Negoliate for optimal discounts, position in break
and value add (including partner [ supplier ;
| leverages, approved strategies and plans, sic.)
38 ; and monitor all discounts Ongoing : Included in Fes
Sourcing, evaluation, advice and implemantation
on media sponsorship / partnership opportunities
39  and agreements _ Y i Ongoing Inciuded in Fee
Advisa and negoliate special media and
40 |'broadoas) packages {e.g sponsorships) _ . Per brief included in Fee.
Advice, guidance and valig add in negobialions
__ a1 of sponsorship deals | Ongoing Inciuded in Fee
: Provision of tear sheets to Eskom, As for outdoor
of out of home media photographs/site bibles will
be provided.
For Radio and TV proof request wiil be on query | After every
42 | ang & Cost Estimatewill be submitt2d. placement Included in Fee
Arralgamate Glient's media buying and negotiate :
43 | stralegically on behalf of Clientas aGroup i Annually _ ; Included inkee

Advise Client on Agency volume deals and
44 | changes therelo ' e | Ongoing Incliged in Fee
MEDIA  MEASUREMENT [{LOCAL: = AND :
t a5 | INTERNATIONAL) N =
Work with data, do analyses] perform modeling

_and critically evaluate he media perlormance’ef
.. 46 ; execulions e | Ongoing | Included in Fee

Buiki media models showing effectiveness of
media vaisus invesiment (TV outdoor, radio and

47 | print) owmnr | ORIGOING Included in Fee -
48 | Verify ouidoor buying and placement " Bi-annually " tncluded in Fee (
PARY G3 SCOPE OF WORK PAGE 5 3.1 PSE3 EMPLOVER'S SGOP)
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ESKOM HOLDINGS SOC LIMITED CONTRACT NUMBER
PROJFCT OR CONTRACT TILE

3 Constraints on how the Consultant Provides the Services.

31 Management meetings
As per Service Lovel Agreement (See Addendum 2)

1.2 Consultant’s key parsons

. Name ___ Levelof Seniorlly |
1 Managmq Director = B Executive
_Group Head (Strategy) Executive
| Senior Strategist Lol Benlor -
' Media Planner ’ Senior :
Media Buyer : Senier !
Impiementer/Buyer i Middle
' Media Implementer Middie
Media Buyer Junior
{junancemdmln Middie ]

3.5 nwvolcing and payment

The foltowing details shall be shown on or attached to each Invoice o show how the amount due has
been assessed:

The Consufian! shall address the tax invoice to Eskom Holdings SOC Limmited and include on i the
feilowing information:

Name and address of the Consuftant and the Employer's Agent:
The contract number and title;

Constitant's VAT registration number,

Consuitant's vandor number

Consultant's contact information

The Empioyers VAT registration number 4740101508:

* & & % » B

3.4 Contract change matagement
As per Sewvice Leval Agreement {(See Addendum 2)
3.8 Inclusions in'the programme
As per Service LavelAgreement {See Addendum 2)
3.6 Quality management
1681 System requirements
As per Service Level Agreement (See Addendum 2)
3.6.2 Information in the quality plan
As par Servica Level Agreemen! (See Addendum 2) —

3.7 Health and safety

The Constltant shall gt all imes comply with the health and safely requirements prescribed by 1w as
they may apply lo the sarvices as well Eskom's health and safety requirements.

PART C3. SCOPE OF WORK CTeases T ea1pacs emeLOVERS SCARE
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ESKOM HOLDINGS SOC LIMITED CONTRACTNUMBER . .
PROJECT DR CONTRACT TITLE

3.8 Procurement
3.8.1 BBBEE and Preferencing scheme

Eskom apreed as tendered and negotiated to increase spend with BWO from 2% to 5% over § years
3.2  Working on the Employar's proparty

PART C3. SCOPE OF WORK
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Eskom Sponsorship Policy Revision 2
Reference ADAAV7 Date September 2000
Page 1 of 6 Revision date September 2001

1. PURPOSE

The purpose of this policygisstomprovide,a framework for the selection,
management, co-ordination and Integration of sponsorship programmes in
Eskom.

2, DEFINITIONS

There Is often confuston between sponsorship and donations.  The distinction
becomes clear in their respective definitions:

a) Sponsorship

s Sponsorship I8 defined as a form of marketing communications
whereby a sponsor contractually provides financial and/orsother
support to an organisation, individual, team, activity, event andfor
broadcast in return for rights to use the sponsor's name and logo in
connection with a _sponsored event, activity, team, individual,
organisation or broadcast. in order to attain specific communication
and sponsorship objectives.

a) Donation

+ Donations are defined as the philanthropic or charitable activities
where corporations decide, as a matterofpolicy or as part of a social
responsibility programme, to give funds to certain causes.

The difference beftween the two lies in the motivation of Eskom's.involvement.
With sponsership Eskom’s involvement is essentially commergial, Itwill exploit
the sponsorship.investment to its full potential by using allFthe“eléments of the
marketing communication mix.

The motivation behind a donation Is. essentiallys charitable and seldom is
commercial gain sought.
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Eskom Sponsorship Policy Revision 2
Reference ADAAVY Date September 2000
Page 2 of 6 Revision date September 2001

4.1

To determine whether a request of financial (or other) support should be
regarded as a donation or a sponsorship, consider the following:

o If the request for suppori.isferacharitable.or social cause, it is a donation
» If Eskom will not derive any true and substantial coimmercial vaiue (e.g. extra
sales, substantial mediapublicity, measurable brand value), it is a donation
e |f there is no need to sign a contract which will guarantee Eskom certain
rights and returns, it is a donation

» |f it'does not suppert or contribute to one of Eskom's marketing objectives
(as reflectedin the corporate business plan), it is a'donhation

e Requests for support of small business development .or ‘community
development or educational development activities are regarded as

donations
FUNCTIONAL RESPONSIBILITY

From the above it should be clear that whilst corporate patronage and charitable
donations have a valid and valuable place in corporate activity, they should not
be viewed as a marketing activity, but rather as an Eskom Development

Foundation activity.

Sponsorship, on the other hand, is entirely commercial and while it is an
essential source of funding for many activities, as with all commercial interests, a
viable return on the sponsorship is critical which could be measured during or at
the end of the sponsorship.

DIRECTIVE: SPONSORSHIP

Scopeof approval

All corporate proposals exceeding R20 000-00 must “be submitted to the
corporate sponsorship pangl whom will screen and évaluate, the request and
make a recommendation on supportingthe reguest. . The sponsorship panel will
consist of representatives from Cerporaté ,Communication, the Eskom
Development Foundation (ESDEF) and.core line groups. Executive Directors
from the respective groups will nominate candidates from their groups to serve
on the committee.

The corporate sponsorship panel may refer sponsorship requests to the relevant
Eskom line group or subsidiary for consideration who may approve the
sponsorship in accordance with the financial parameters listed below.

E-band managers may approve sponsorships up to, and including, an amount of
R50 000-00.

Executive Directors may approve sponsorships up fo, and including, an amount
of R500 000-00.

PJP-067



Eskom Sponsorship Policy Revision 2
Reference ADAAV7 Date September 2000
Page 3 of 6 Revision date September 2001

The Management Board may approve sponsorships up to, and including, an
Sponsorships exceeding R10 miltion may only be approved by the Electricity

Any sponsorship initiative exceeding a contractual commitment of two (2) years,
irrespective of the financial investment required, imust be approved by the

Executive Directors will ensure budget provision within their groups to fund those
sponsorship initiatives, which they wish to invest in.

Each Executive Director shall submit 2 sponsorship report at the end of each
financial year but not later than 25 January to the Corporate Communication
Manager who will co-ordinate the information and submit an integrated
sponsorship report to the Management Board and the Electricity Council by no

The report should contain the following minimum information:

Date/time frame of the sponsorship

Benefits accrued and recognition received
Programme auditing and evaluation

a.
amount of R10 million.
b.
Council.
c.
Management'Board.
4.2 Responsibility for budget
4.3 Reporting
a.
later than 28 February.
b.
e Amount of sponsorship
L ]
¢ 'Regipient of sponsorship
e Pumpose of sponsorship
» Sponsgrshipobjectives
e Selectioneriteria
L 2
*
4.4  Sponsorship Objectives

s Primary Focus

To position Eskom in line with its new strategic intent, i.e. a pre-eminent
African business of global stature that provides energy and related services.

s Secondary Focus

To retain Eskom’s position as a model corporate citizen in South Africa.

PJP-068



Eskom Sponsorship Policy Revision 2
Reference ADAAV7 Date September 2000
Page 4 of 6 Revision date September 2001

Sponsorship initiatives should only be considered if they meet at least 5 or
more of the following specific objectives:

reposition.the Eskom brand.in support of the organization’s

strategic intent

demonsirate global and continental (African) commitment and
involvement

provide an opportunity to increase market share

provide an opportunity to enhance stakeholder relationships,
goodwill and loyalty

enhance shareholder value

enhance customer value

create platforms to form strategic alliances with existing and

potential partners
instill organisational pride

4.5 Main target markets

South African Government

African: government, utilities, industry

L]

o Key Customers
L ]

L ]

Investors

4.6 Selection Criteria

Taking#cognisance of the new brand positioning, the typicalucharacteristics
associated with it, the target market and the required perception, the following
selection criteria has been identified.

4.6.1 Primary selegtion critgria 70% weighting

- World class internationalappeal and partigipation {image ‘compatibility)

- African passion and priority (felevance)
- Ability to secure free Television coverage in main markets

- Partners must be able to deliver (resources and experience — track record of
SUCCESS)

- Affordability of property and cost to leverage (price vs value)
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Eskom Sponsorship Policy Revision 2

Reference ADAAV7 Date September 2000

Page 5 of 6 Revision date September 2001
4.6.2 Secondary Selection Criteria 30% weighting

- Ease of administration
- Sponsorship clutter eliminated
- Ability to leverage and integratesinto overall communication mix

- Measurability
- Meaningful (put back into the community as well)

4.7 Leveraging the sponsership

The leveraging of the sponsorship must always link back to the selection criteria
based on the AIMED model

A Awareness and Activation
- generating positive brand awareness and association
- ‘reaching the target market through multiple mediums and mechanisms

i Innovation and Integration
- __creative means of leveraging the sponsorship
- Integrating the sponsorship into the-business of the target market

M Meaningful and Measured
=““demonstrating credible and sincere involvement
- showing measurable results

E Experiential
- ‘'adding value to the target market through their experience withithe brand

D Driven
- using the;sponsorship to positively tmpact on the bottomlline

5. REFERENCES
ESDFDO1 — Eskom Bevelopment Foundation donations policy

6. ANNEXURES
The following guidelines are available on request

Sponsorship objectives
Sponsorship selection
Sponsorship contract
Sponsorship pitfalls
Sponsorship measurement
Sponsorship checklist
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ANNEXURE 1
SPONSORSHIP OBJECTIVES
Why are you entering into a Sponsorship?

The diverse range of objectives that sponsorship can be used to address illustrates it
highly flexible nature;* Sponsorship can be applied directly to the bottom line, for
example, generation of sales, and is often designed to augment other marketing
communication with objectives such as to create brand awareness, enhance corporate and
brand image; build relationships and develop goodwill in the community.

Points to consider in setting Sponsorship Objectives

* Sponsorship objectives must be clearly defined

= Sponsorship objectives must mateh overall marketing objectives to ensure that they
will aidin attaining marketing objectives.

= Clearlydefined quantifiable sponsorship objectives provide the best guidance in
selecting events or activities to sponsor, enabling you to develop a clear seleetion
criteria

= Strategies for leverage of the sponsorship can be developed directly from sponsorship
objectives.

= (Clear and measurable sponsorship objectives allows for adherence to them during
implementation and enables effective evaluation of whether sponsorship “success”
has been achieved.

= Always ensure that sponsorship ebjectives are clearly articulated and understood by
all involvedginternally and'externally

= Ensure thatthe objectives are realistic and in fact achievable, consideringfaspects such
as budget allocation.and types of events or activities.available for agp&cts Such as
budget allocationand'types of events or actrvities available for sponsorship. It is also
advisable to consider extetnal factors such as your competitdr’s actiyity (are they
involved in sponsorship, what are theifsponsorship objectives, what events or
activities do they sponsor?) and gevernmenttequirements régarding GEAR.

Typical sponsorship objectives cited by companies include:
= Corporate objectives

Change target market perceptions or attitudes
Develop an involvement with the community
Increase (or maintain) awareness

Enhance or change corporate image



® Build business/trade relations
e Enhance staff relations and motivation
° Build “goodwill” amongst customers, business contacts and key influences

Product/Brand Objectives

Increase sales/ma
Increase targ

* Product/Brand specific

4. .rlﬂ ine seﬂ
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Proposal response flow chart. (See next page)

The following diagram shows the general response flow when a company receives a
sponsorship proposal.

General promoter/Rights owner/Government official/Community leaders/AE at sports
event marketing company contacts
Senior management or SpoONsor:

| Accepting
If the proposal meets a
criteria (as determined by s
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ANNEXURE 2

SPONSORSHIP SELECTION

The event or activity selected must stand out from the crowd and avoid being seen as a
“me too” sponsorship. Sponsorship selection is a critical phase, requiring thorough
consideration and investigation of many different factors before the selection of a
particular event or activity to sponser is made and a sponisorship contract is signed.

Sponsorship selection criteria

The sponsorship selection criteria consists of those factors which have direet bearing on
your decision of the type of event or activity to sponsor. The selection griteria is
developedfrem the sponsorship objectives and will differ slightly depending on each
company’s sponsership objectives. Usually, however, the selection qualitiesof a
particular sponsetship is based on the following criteria; (basic research into each of the
areas listed canmake the difference between a successful sponsorship association or a
significantanarketing failure).

° Target group/market coverage — A fundamental requirement is that the
sponsorship reaches the consumer with whom you wish to communicater If
possible, get information on the sporting {or arts} interest/involvement vis=a-vis
product ownership, purehase patterns of usage enabling a demographi¢ matching
of product and sport/arts.

Establish the degree to which media coverage of the event will reach some people
(i.e. demographic match) (e.g. does your target audience own TV sefs?)

Media €overige projections through an assessment of previous or similar €veats can
also be examinedito determine if these will be accessible to your targetamarket and
that adequate transmission timewill be devoted to the event, thereby giving your
sponsorship branding a reasonable chance of being seen and notéd.

» Timing/seasonality— Consider your corporate market needs, product
seasonality, other promotional strategies, etc. Establish that your event does not
take place on the same day as the African Cup of Nations, for example, as your
media coverage may then only consist of a few minutes or column centimetres.

© Competitor activity - Involves general market intelligence gathering to get
information on your competitor’s sponsorship involvement. If you decide to
sponsor an activity or event similar to your competitor, ensure that your event is
high profile enough to result in a dominant association with the relevant event or

activity.
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Communication factors - Examine the “type” of sponsorship on offer, i.e.
title sponsorship, presenting sponsorship, co-sponsorship, etc or Federation,
League event, Team, individual, Facility or Broadcast., These types of
sponsorship convey very different messages and the status and type of sponsorship
will determine communication strategies and leverage as well as media interest.

Event profile (history, previous sponsors): consider the degree to which the
previous sponsor created a lasting bond with the sponsorship and if you can
displace the equity builtup by the previous sponsorin that target market.

Potentialmedia exposure: consider likely level of media exposure you will
receive through on-site branding at the event.. Generally TV exposuie is one of
the most important features or a sports sponsorship: Potentialion-sereen branding
can be established through timing analysis of previous editionsiof the event or
similar events.

Produet relevance: the perceived synergy between sponsor and spensorship.
This need not be direct, butiif it is, it is generally more advantageous: Direct
product link (e.g. sports shoe manufacturer, indirect link (e.g. soft drink
manufacturer sponsoring a cricket event), product image link (e.g. cigarette
manufacturer sponsoring a rock concert) or a corporate image link (e.g. bank
sponsoring an arts festival).

Image - consider the.image you wish to projectafThe sponsorship must fit the
corporate and brand image. This'1s also influenced by the sponsorship policy of
your company — i.e. what your company will and will not sponsor, asa rule,
“Brand fit” is essential for an effective sponsorship.

Budget/costs — is the sponsorship affordable, and'if 80, does it reptesent value
for money2: Consider the relative value of media delivery, focusingsen TV,
analysifig a range of events (previous sponsorship or packages on offeryto
establish aicostiversus media Valuationrelationship. This caleulation involves
sponsor expgsuge time per hour, hours of broadcast, audience'delivery and the
normal costs of reaching thataudience through 30 seeondispot advertising ) either
sport costs or cost pér.thousand or cost per gross ratingipoint). Results can be
plotted to establish whether the sponsorship offerappears to be good, average or
bad value in comparison with other events, media coverage and audience data is
often collated by the event marketing agency as a service to sponsors. This
information is also available from your advertising agency.

When considering budgets and costs of the sponsorship, remember to include the
cost of leverage of the sponsorship investment. The ratio for this is usually 1:1
(matching ever Rand of sponsorship investment with at least a Rand for leverage).



It is also advisable to ensure you have sufficient funds or that your budget is
flexible enough to allow for contingencies and unforeseen expenses.

o Hospitality opportunities - Consider the hospitality that the event sponsored
my offer to influential VIP guests which you would wish to invite to the event.
Examine factors as the suitability of the event to entertaining VIP guests and VIP
facilities at the event.

A sponsorship opportunity should also be evaluated in terms of creative issues
such as:

¢ Will an association with sport or event. X" be readily accepted by the target

audience?
Will it have the niécessary synergy to “stand out” from competitors. dctivities?

Will it projectthe desired image?

These questions, among others, are important in regard to long-term strategic
considerations and your answers to them must fit defined marketing andi¢orpotate
objectives.

Other considerations in selecting a sponsorship

In selecting the type of sponsorship you wish to-et involved in, based on the requirements
on selegtioncriteria, prospectiv@sponsors should be aware oftthe following
considerations:

Levels of sponsorship in sport

There are¥arious levels within sport where a sponsor canget involved, The
sponsotshipirights-fee and rights afforded to the sponsor may differ at eachlevel and
the level offsportisponsorship selected will depend on the requirements'yothave
specified in yotlr sglection criteria-and,on your.spensorship and marketing objectives.
A sponsor may seleet one or a combination of the following levels:

National team sponsgzship,'e.g. Lion Lager sponsorsithe Springbok rugby team
Provincial team sponsorship, €.8. Xerox sponsorsthe Gauteng Lions rugby team
League sponsorship, e.g. Castle Lager sponsors the Premier Soccer league
Individual club sponsorship, e.g. Sasol sponsors the Sasol Super Squad U23
soccer

Individual athlete sponsorship, e.g. ABSA sponsors Penny Heyns

¢ Development sponsorship, e.g. PPC Cement sponsors cricket development

> o & &
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In selecting a combination of levels in sport sponsorship, a sponsor may, for example,
decide to sponsor a national team as their primary sponsorship programme and then get
added value by sponsoring development in that sport as well.
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It is advisable to have a development component as part of your company’s RDP
programme. Creative leverage of a development sponsorship can yield many benefits for
sponsors even though it naturally would not receive the same coverage as any of the other

levels in sports sponsorship.

Technical sponsors in sport

Apart from the primary sponsorship (e.g. National team sponsorship with naming
rights), there are technical sponsors — entitled to secondary sponsorship rights.
Technical sponsors supply the team’s kit and may differ for alkaspects of the kit. For
example, Adidasimay bethe official shoe supplier, KAPP A may be.the official
clothing suppliet (on and off the ficld), Lucozade may be the official drink supplier.
There may.be different suppliers for balls, bats, racquets, caps, sunglasses; sunscreen,
etc, all entitled tordifferent rights and depending on the sport, different branding rights
on items of the kit.

Technical suppliers and secondary spensors must be approved by the primary
sponsor, otherwise the dopris wide open to ambush marketing, for example, Nike
may be the primary sponseor but they could be ambushed by Reebok if Reebok are
technicalsponsors and supply the soccer boots.

Licensing and merchandising

This is an important aspectin selecting a sponsorship. It.ean be immensely profitable
and provide added value to the leverage of your sponsorship. It is critical that the
Naming Right Holder (primary sponsor) makes use of this licensing option otherwise
the door is open to ambush marketing.

As a means-of generating funds,ymany codes will award.a:licensing contract or
develop a ligensing programme. You should take up thislicensing optionand'state
your rightsthat because you have registered with the trade mark or themeé-mark, you

may on-sell itto licensees.

You may sell mérchandising rights o an official supplier ofimerchandiser to carry
full stock of event relatgd merchandise with your 1026 and théme piece (e.g. T-shirts,
caps, etc.) The merchandiserithenpays you'royaltiés for the use of your logo and
your event theme piece.

[t is essential, whether you decide to take up the licensing option or not, to approve
all material manufactured and sold with your logo on. You must state this right in
your contract. If you do not and the merchandise is of a poor quality, or if your logo
is wrongly printed, it will reflect badly on your company and your sponsorship
programme.

There are three types of merchandising agreements:
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You do you own licensing by sourcing your own official licensees who purchase
the right to stock event-related material and pay you royalties for using your logo,
brand name, theme piece or trade mark.,

One official licensee is sought (similar to a central buyer) who will retail all
event-related merchandise.

Multiple licensees are sourced and split by variousindustry categories, for
example:

HH I e 9 ok

stone ashtrays
glass ashtrays
T-shirts

shirts

metal pins

plastic buttonsyetc

In your contract, add a control mechanism to state that anything printed or made
outside must be approved and signed-oft by the primary sponsor. This will ensure
that your logo and identity is not damaged, incorrect or abused in any way.

International considerations

If you decide to sponsor a national team, for example, and the team is invited
to a fixture abroad, you must be aware of your rights as they stand
internationally

Exelusivity: This aspeet ean be illustrated by usingithe following example.
Withithe Olympic Games, there are two levels of rights for purchasésFirstly,
Woild Rights, sold by the IOC giving the sponsor rights to use their
association te the Olympies.throughout the world (in any countey),’e.g. 1996
Olympics;Coca Cola held world rights. Secondly, Natiohal Olympic
Sponsorship Rights, sold by the NOC to nationalsponsers who purchase the
right to use their association to the Olympics (the rings, etc) nationally, i.e.
throughout South Africa only. In the'1996 Olympic'Games a conflict arose
whereby VISA held worldwide rights; giving any banking institution who held
the VISA franchise in any country in the world to use their association to the
Olympics Games. The problem arose when Nedbank became national
Olympic sponsors and had it not been for their exclusivity clause, which
precluded VISA or any VISA franchise from using their association to the
Olympics in South Africa, Nedbank’s investment would have been wasted.
Any other bank with a VISA franchise could have (legally) ambushed
Nedbank’s association to the Olympics.



Therefore, in selecting your sponsorship it is vital to return to your criteria and
check who the other sponsors are and if they are competitors. We will return

to exclusivity rights later on,

* If'you intend to sponsor an event outside SA you must know exactly what you
are buying. You can get this information by asking the code you are dealing
with (for example BMW SA would not want to be involved in an international
event called the Ni

ensurmg that the internati
e pubhclty campaigns a

existing ev

pproached by an agent wishing to sell you the rights to an
on behalf of the right owners (usually sporting codes) Agents and intermediaries

tend to seek out reglona] jonal companies to nt ﬁrst as these
compan ve big udgets and can an event. Agents
genera #r_wn reven
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#
#| Tick the event
#
#
#

Concessions {" ?
Merchandis al tl ﬁ'.
TV revenue
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Knowing this will prepare you during negotiations

= The success of an existing event depends on:

¢ The organiser’s experience and skill
¢ How you answer the following questions

Who is responsible for promoting the event, you or the organiser?
Axe you conlident that spectators will cometo the event?

How can you maximise attendance of the cvent?

Do youunderstand rights-fees and admin costs?

Budget analysis: once you havepaid the rights-fees what
budget doe you have for leverage of the sponsorship? Cénsider the 1:1
ration, for feverage, for every Rand you invest in the'sponsorship itself yvou
must be able to match it with a Rand for promoting the sponsership-this is
essential to get a return on your sponsorship investment.

He A T o

# Strategic considerations in selecting an existing client,
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You must be able to provide answers for the following questions:

WHho are the other spensors? (for example, an Olympic sponsorship is.a
multiple sponsorship consisting of many sponsors — are any of these sponsors
your competitors?)

How many sponsors are there at each sponsorship level?

What are the othersponsors’ rights and how do they.differ from your rights?
Didithe other sponsors’ gain rights commensuratewithitheir payment? Did
you?

Howdid the agent or federation or broadcaster arrive at their askingsprice?
What is'included in the rights-fee?

Other sponsers — is their business compatible with yours or is itsin conflict
with yours; e.g. “MatDenalds” and “Weigh-Less?, The corébusiness of these
two companies i§ incompatible and they should notisponsor the same event. If
this situation arises, check'if contact (signage, location, etc) between
conflicting business can be kept to a minimum — ensure you have negotiated
an exclusivity clause in your contract, in which case the agent would have to
replace the conflicting sponsor.

Cluttered events: if the event is cluttered (i.e. a lot of different sponsors), you
will need to be creative and find ways of ensuring your branding is visible.
This requires considerable incremental spending. Leading brands (e.g. Coco
Cola & SAB) can negotiate limitations on the type and number of additional
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sponsors. They can also negotiate “clean stadia™ i.e. limits to signage in and
around the stadium. Signage is usually negotiated with the stadia itself.

# What opportunities are there for hospitality and are these suitable for your VIP
guests?

# If the event was sponsored by another company, are you confident that you
can build up enough of your brand association to the event to dilute and
eventually overpowenthe brand association built.up by the previous sponsor?
This will require significant expenditure for leverage and promotion of the

event.

¢ Creating your own event
Creating your own event will give you a degree of control over:

How your company is positioned (branding, image etc)
How your customers and VIPs are treated (hospitality)
How much you spend

Number and types of other sponsors

Quality of the event

o 3k 3k I3k

Howewer, bear in mind that creating your own event involves increased risk anditherefore
it isladvisable to:

»  Seek the advice of lawyers and 1nsurance professionals
»  Contract with a professional event or sports marketing company
»  Work very closely with everyone involved.

Regardless'otf wihiether you decide to sponsor an existing event of to create yolrown, the
foliowing congiderations are vitally important and we suggest that you follew'them to the

letter:

»  Insist on'full disclosure among all parties. This should bestipulated in your
contract

»  Work together with an aceountant to ensute that there is full accountability
of all funds enabling you to prove Where the funds have gone.

»  The entire sponsorship must be very carefully managed. This requires a
committed approach which is why we recommend a dedicated sponsorship
department, staffed with skilled professionals to ensure that each and every
aspect of the sponsorship is conscientiously addressed.

In selecting the appropriate sponsorship for your company, the decision on whether or not
to get involved in broadcast sponsorship is important. Broadcast sponsorship provides the
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best coverage of the widest possible audience and the most successful sponsorship
programmes are where the sponsor is involved in sponsoring the event and the broadcast
of that event. This is the most balanced approach.

In recent years a clear distinction between event sponsorship and broadcast sponsorship
has developed separating them into two categories. The most likely reason for this is that
broadcast sponsorship is extremely costly and it is the most expensive component of the
total sponsorship cost. Therefore many sponsorships consist of the event sponsor who
owns the rights to the event itselfyafid the broadcast sponser, who own the rights to the
broadcast of that event.

Broadcast sponsorship is appealing to marketers because communicating to consumers
via an independent third party (the media) results in a more subtle selling message than
the direct approach eftraditional advertising. Broadcast sponsotship is;the only.is the
only formof marketingseommunication that provides the marketer with anseppertunity to
dominate the stage entirely (e.g. for 90 minutes) without having to share it with
competitors.andstherefore has the ability to break through the promotional chitter which
traditional advertising is often able to do.

The media,-especially television, is well aware of this power and its ability to attract
audiences. It must be remembered, however that without the event sponsor, there would
be no eventto broadcast.

The following issues must betaken into account when deeiding to sponsor the
broadcast of an event:

* (Coverage and exposure

»  Market coverage:” Know the market coverage of the.eventbroadcast and ensure
that yoir key markets are included in the coverage.

»  Estimate andience: Get a clear picture of the estimated audience:andsknow how
those numbers, were developed, including audience guarantees. ¥ ou'can check
this by examining the previous years ratings for similar prégrathming. Factors
these audience estimate into any competing programming.

»  Logo visibility: Carefully assessthe placement'and yalie of your logo’s
exposure during the broadcast. Logo Visibility during’a broadcast can create a
cost effective impression.

»  Advertising space: When advertising space is included in the broadcast
sponsorship, review your sponsorship objectives and evaluate how the event
advertising would:
¢ Coincide with your advertising flighting pattern

Expand your brand reach against its core target

Enable your brand to reach a new target audience

Support your brand and/or corporate image

*> & &



The media best able to decide on the level of commercial exposure acceptable
to its audience and the sponsor will decide whether the exposure opportunities
on offer represent good value for money.

* Assessing the cost effectiveness of the broadcast sponsorship package.

To assess if the amount you are being asked to pay for the broadcast of the event is worth
it, calculate the cost per thousand viewers (CPM) or cost per rating point (CRP). Weigh

these factors against a typical adveitising buy, see how much of a premium you are being
asked to pay and then determine if the incremental cost is'worth it It is advisable to rely
on experienced mediatbuyers from your ad agency or a specialised media buying service.

Actual audienge delivery is a critical component in the evaluation process and.in
determiningsuceess of the broadcast sponsorship. To determing the'total impression, you
would need to dorapost-event broadcast evaluation of publicity and broadeast ratings.

= Problems and complexities surrounding broadcast sponsorship

It is advisableto consider the/following problems and complexitics surrounding broadeast
sponsorship-before entering into a broadeast sponsorship.

¥ Ambush marketing : Should you decide not to purchase the broadcastrights to
your event, the televised coverage of the event could be sponsored by@
competitor, which, in effect amounts to ambush marketing. This i8 extremely
detrimental to your event sponsership investment and to the sport or arts
sponsored. Ambush marketing also occurs when the broadcaster allows
competitive advertising to be placed during your broadcast of the event,

v" Broadcast sponsership.only (usually short-term):.Spensers who only sponsor
broadeast of eventsoften use it as a short-term tactical tool to creaté
awareness, This results in less funds, if any, going back into the event or
activity#elevised which may well be in dangerof losing that évent'sponsor if
they are not offered television exposure. Consideration hguld'therefore be
given to finding ways of ensuring that a proportign of the réyenue generated
by broadcast sponsership igiploughedback into the televised event or activity
(sport or art).

v" Provision of event related services: Some complexities arise in the
sponsor/media relationship with the providers of services as timing, results,
and result analyses by watch and computer companies. These can supplement
media coverage and provide enhanced information for spectators that would

not otherwise be affordable.
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v Broadcast sponsorship is expensive. Broadcast sponsorship is high profile and
important too many sponsors, but it can lack the flexibility and targeted
communications available through other media at lower cost.

v" Some sponsors may feel that sponsoring television coverage of a major event
on a small budget means that they can only be small fish in a very big pond
and therefore prefer to sponsor minority sports enabling a closer, more
recognisable link.

= Broadcast sponsorshipicontracts

The broadeast sponsership contract will differ from the event sponsorship
contragt:

The following important aspects should be taken into account when considering
entering into a broadcast sponsorship contract.

v" Broadcasttights: The spottscodes, or anagent acting on behalf of the sports codes,
sell the rights to broadcast the eéven to a broadcaster (usually the highest bidder),
This broadcaster then on-sells the broadcast rights to a sponsor. Therefore, broadcast
rights must be negotiated with the broadcaster who holds the rights. Do notassume
when you sign an event sponsorship contract that broadcast rights are included in'the
Sponsorship package (often the agent will lead you to believe that they are), If§00
wish to sponsor the event and the broadcast, broadcast rights can only be negotiated
directly with the broadcaster who own the rights.

v" Tri-party negotiations : If you wish to sponsor the event and the broadcast of
the event, it is advisable that all right holders are present at the same time
during negotiations, i.e. the sporting code plus the sponser plus the
broadeaster. This will'ensure that all parties are aware of their rights.and
obligations under the event and the broadcast sponsorship contract:

v' Advertising space : When advertising 1s included in the €ontraet, negotiate
broadcastignarantges to,cover the placing of ads. You mustibe able to answer
the following questions:

v If there are shortfalls in flighting your-ads, how will you be compensated?
Specify if compensation will be via a cash rebate, advertising provided in
other properties or extra broadcasts of the programme.

v" s there a floor to this guarantee and if so, what does it involve?

v" You should stipulate the following in the broadcast sponsorship contract:
o Opening and closing of billboards



a
a
]
a

Incidental logos-logo on the corner of the screen during the event
broadcast

Classical airtime to the value of “x” the value depends on the size of the
broadcast. Airtime is usually allocated to you in shoulder or unsold
inventory time.

Stings

Squeeze backs

Ribbons and crawls

Audience guarantee

orrectly.
edia at the stadium, although
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ANNEXURE 3
THE SPONSORSHIP CONTRACT

This incorporates the legal aspects of sponsorship and at this stage, it is advisable to
consult with an attorney to guard your interests and ensure that you fully comprehend the
legal terms (rights and obligations) of the contractual relationship surrounding the

sponsorship.

A contract is a legal, wiritten agreement between two or more parties created when
anything of value is exchanged, detailing the terms, conditions, and rights of all the
parties involved.

Prof JTR Gibson(SouthiAfrican Mercantile & Company Law 6" Edition) states that:
“a valid contract must contain the following essentials:

The agreement must be lawful

The agreement must be made within the parties’ contractual capacity
The parties must be seriously intent to contract

The parties must communicate their intentions to each other

The agreement must not be vague

Thepanties must be of the same mind as to the subject matter
Performance must be possible”

LR S R R 3 2

It is not-advisable and in fact extremely foolish to enter into a spensorship withouta
written contract between all the parties concerned. It is the sponsor’s responsibility to
ensure that the parties undeistandsand agree to the sponsoeushipstights, and to ensure that
these rights arelegally protectedumder a written contract; before any payments are made
and before impl€menting any aspect of the sponsorship.

Sponsorship Contract*Consideration

After you have decided to sponsorasparticular event and before entering into the
sponsorship contract, carefully consider the following important aspects as they relate to
aspects such as your marketing and sponsotship objectives, budget, corporate policy etc.
These considerations can then be translated into your requirements in the sponsorship
contract.

= Decide on the length or duration of the contract

This is primarily dependent on short-term and long-term business objectives, budgets,
competitive activity and the number and size of other sponsorship agreements.
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= Short-term (I year) contracts: These are attractive as they don’t ties up
company funds and provide marketers with flexibility to react to marketplace
conditions. A disadvantage of short-term annually renewable contracts is that
annual fees are often higher than that of long-term contracts,

* Long-term contracts: Although they tend to tie up company funds, they
compensate sponsors by:

Locking in lower.annual fees

Building brand association with the event

Barring competition from taking over the sponsorship

Providing ample opportunity for full leverage of the sponsorship
investment

Encouraging relationship building with the organiser

* »,
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Organisers tend tovprefer long-term contracts because they spend less time and money
replacing sponseis and are able to devote more time and money to the event and
partnership.  Organisers are aware that the longer a company sponsors an event, the more
equity they have in it and the more likely they are to renew.

» Decide on and define the payment schedule

It isnot.advisable, ever, to pay the entire fee up-front. Payment may be made!in
instalments and the final payment (at least 10% of the total fee) should be paid only 30
days afier the event is over and yourare fully satisfied that obligations and responsibilities
have been thoroughly carried out.

* Check organiser’s credentials

Legal coun¢il should investigate'the financial stability of the'organiser. This sheuld be
done regardless.of the size of the event or sponsorship. Background checks can reveal a
variety of problems, which you should,be aware of before signing a contract with the
singer.

= Identify and define eachyparty’s rolés and responsibilities

This should be done for each stage in the sponsotship programme. Identify who is
responsible for vital tasks such as providing research, handling logistics, celebrity
appearances ctc,

= Identify and define cancellation terms and performance clauses
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Aspects such as rain, failure to deliver artists, damage to persons and properties, etc.
Clearly define who is liable in the case of such eventualities. It is advisable to investigate
insurance over for damages and “acts of God” — although this is usually the organiser’s
responsibility. If something should go wrong, it will impact negatively on the sponsor —
your company’s name and image are at stake.

* Define working relationship

Discuss forming a committee consisting of members fromiall parties to meet regularly to
discuss and monitor progiess. Identify main contact people and alternates and issues such
as protocol. An effective mechanism for open communication between parties is

essential.
* Determune the size'and placement of signage

This includes on-site and off-site signage and all promotional material where your logo
and the event logo will be used, also involving licensing and merchandising possibilitics.
Ensure yout have a procedure whereby all material and display your logo 18 approved by
you beforehand, this would include a quality control mechanism. Determine what
branding oppertimities. Ensure you have a procedure whereby all material thatidisplays
your logo is approved by you beforehand, this would include a quality control
mechanism:, Determine what branding opportunities are on offer and if they are

sufficient.
*  Determine your rights to exelusivity

If there 1s more than one sponsor involved in the event, clearly define the product
categories and ensure that there are no competing products in the same category as yours,
sponsoring the.event. An execlusivitysclause is a contractual guarantee from the rights-
holder to the spefsor, prohibiting competitors from associatimg with that event®Ifiyou
negotiate exclusivityy the agent is forced to replace any conflicting sponsots. [Exclusivity
will also minimisesf“clutter” at the event. It is also advisable to get agreement'en how
other sponsors will hefidentified, i.e. their rights to the event. You Must be able to answer
the following questions before sigaing the contract:

* Determine and define your hospitality requirements
This would include quantifying free tickets, parking, seating arrangements, catering etc,
for VIP guests. It is essential to stipulate and communicate your requirements for

hospitality and to check that the venue is suitable.

= Define your option to renew the contract



This should include a “right to refusal clause” stating that at renewal time you should be
offered the option to renew the contract before any other sponsor is approached. Here,
the wording in this clause is critical because if you state that you should be given :first
right of refusal” or just “option to renew” and the code offers the sponsorship at a price
higher than you are prepared to pay, there is no room for negotiation because when you
turn down the offer, you have used your “first light” or option and the code is free to offer
the sponsorship to another company.

» Who are the sponsors?
»  Who hold the rights to teams
# Who are the secondary sponsors (or technical suppliers)?
= (et contractual protection from ambush marketing
The contract'can afford the sponsor a certain amount of protection fromsambush
marketings To dethis;the sponsor must be aware of and take advantage ofithe full “A to
Z” rights available to them, including licensing and merchandising rights, A
comprehensiverexclusivity clause also offers a degree of protection.
= ' Determine what will happen to gate revenue
It is advisable to stipulate in your contract who receives revenue from tickets,
Ensure thatrenewal negotiations begin a few months before the contract expiregwhen
stipulating dates at which renewal negotiations will begin. This will allow the code
enough time to find another sponsor or expiry of your contract, should you decide not to
renew.. Or, if you wish to renew, it will give you enough time to renegotiate thetérms of
the new contract and fees.
= Negotiating the contract
In negotiating the contract, avoid overly general phrases such as “best effort’” as they tend
to leave too much room for interpretation.
= Individual sportsmen contracts
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Clearly lay down the conditions they will need to observe as a beneficiary of sponsorship
and what their position will be if they are selected as part of the national team.

I you are a sponsor of a national team you should insert a clause stating that the instant a
person becomes part of the national team you sponsor, their individual contractual
obligations may fall away and they are then sponsored by you, under your contract as part
of the team. You should also insert a clause preventing any members of the team from
appearing in any advertisements, except yours, and from participating in any other
promotional campaigns besides youtfs, during the durationwef your sponsorship.

Branding considerations

Many sportingicodesstipulate the amount and placing of branding of the team’s kit, e.g.
with World Cup Soeeerno branding is allowed on the national'jersey during the actual
event except the technieal sponsor’s logo, but off-the-field attire (€.gsftracksuits) may
have the primary sponsors branding. With rugby sponsorship, you are given“x” space
on the nationaljeisey for your branding, as well as the technical sponsot’s branding,
therefore, 1f'SAB are the primaty sponsors (with naming rights), they may have branding

on the team jersey along with Nike, if they are the technical sponsor,

National teams tend to wear only the technical sponsor’s logo, e.g. Springboks =Nike’s
“swoosh”. With multi-sponsorship e.g. the Olympic and Commonwealth Games, the

technieal sponsor tends to be the only logo worn.
Fundamental Elements of the Sponsorship Contract

The contract considerations highlighted above can be translated into specific clauses
under the following fundamental heading of the sponsorship contract.

The sponsorshipfontract should contain the following:

i. The identity"of the parties

All parties should be'identified by,name and the sponsor must be defined by industry
category sector, e.g Nedbank = “a financialfinstitution as%s deéfined in the Financial
Institutions (Investment of Funds), A¢t39 of 1984, Clearly defined product categories
minimises clutter and you should include an exelusivity clause identifying your core
business and direct competitors. This will give the other party an indication of who they

may and may not approach for secondary sponsorship or for sponsorship on another level.

If the sponsorship involves more than one primary sponsor, ¢.g. an Olympic sponsorship,
get agreement as to how the other sponsors will be identified.
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2. Benefits accruing to the parties

This includes the benefits and obligations of both parties and the package of rights to
which the sponsor is entitled.

Due to the various levels in sports sponsorship, it is important to differentiate between the
primary sponsor (or naming sponsor — in terms of the event) and the team sponsor
(although it is possible to be both.the primary and the téam:sponsor),

2.1 Rights of the primary sponsor

The greater the sponsorship investment the longer the list of demands and stipulations a
sponsor may make. “The following rights must be stipulated”by the"sponsor and clearly
defined inthe spensorship contract:

2.1.1 Namingights : This is the most important right of the primary sponsor. The
name of the event and the sponsor must be clearly stated e.g:

v' “Fhe Nedbank Millien Dollar Golf Challenge:
¥ “The Rothmans Durban July”
¥ +“Benson and Hedges Series Cricket”

2.1.2° Rights of association

These rights involve the title and style of presentation specification, defining what the
sponsorship includes, e.g. television coverage, and all signage, advertising and/or other
promotional material where the sponsor’s trade mark or log is used and should be
approved by beth parties. Rights;of Association include:

(a) Signage s Ensure you negotiate with the correct body controlling signage, e.g. it
may happen‘that you enter into negotiations with the United Cricket Board and
they find thatithe'stadia where the event will be stages has a®epmpletely different
set of negotiated rights and the United Cricket Board:ha$ ng jufisdiction over

them.

Clear stadia requirements : If your eventis big enough and the stadia want it, it is
possible to negotiate for no other competing signage in and around the stadia, (i.e
clean stadia). Some sporting codes insist on clean stadia at their events and do not
allow signage or have strict controls, e.g. the Olympic Games.

(b)  Publicity, advertising and promotions: it is the sponsor’s responsibility to market
the event and they must stipulate the methods they will use and the part the
sporting codes must play. The sporting codes may need assistance in organising
the event and both parties should form a joint committee to meet regularly to
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ensure no element is neglected. Poor organisation will reflect badly on your
company.

Vending rights : clearly specify your rights to sell and promote your product or
brand at the event.

Hospitality : These rights must be clearly spectfied as they pertain to venues,
facilities, catering, staffing etc. You may specify in your contract that your
required 30 or 50 VIP tickets'and 10% stadium €apacity normal stand tickets
which can be given away in competitions or other promotions. This clause could
be stated a “allocate the naming sponsor between the two, 22 lines 50 tickets”- the
manner in'which you specify vour hospitality right will depend on the tvpe of
sponsorship.

Incidentaliéxposiire: This includes every item to be printed'with vourloge and
brand association. This right includes aspects such as the right to association on
the fiont,and cover of the programme, the right to insert and ad with predominant
placing into the programme, and the right to insert a message from your Chairman
into the programme, supporters’ club includes logos, theme pieces, naming rights,
etew=All articles associated with the sponsorship and event that carry any
association to your company and the event, must be cleatly specified in the

contract.
Rights of technical supphiers and secondary sponsors

Technical suppliers and secondary sponsors must be approved by the primary
SPONSOL.

Technigal sponsors ™ There may be different technical.sponsers for each item of
theteam?s kit, The branding rights for each of the technical sponsors diffef
depending onsthe particular code concerned. The technical sponsoristimportant
because it affects the naming.right holder’s brand exposure. You'muststipulate
that your branding is applied to all the technical equipment that they'suppty. They
cannot refusémnless theicontrolling body of the spori prohibits'this ¢.g. as with the
Olympic Games (IOC)or World Cup Soeccer.

Official supplier : These suppliers must'be approved by the primary sponsor.
These suppliers supply ali the apparel worn oft-the-field and also include those
such as the official drink supplier, the official sunscreen supplier, etc.
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Official merchandiser/licensee: As a means to generate funds, many major codes
award a licensing contract or develop a licensing programme. Should you take up
this licensing option, state under your rights that because you have registered the
trademark or theme piece, you may on-sell it to licensees (who will then pay you
royalties for the use of your logo and/or theme piece)? If you do not take up the
licensing option, you must be aware of the distribution methodology to be used, as
stated in the licensing agreements. Quality control is essential and whether or not
your take up the licensing;option, you must statéimsthe contract that you have the
right to approve orsign-off any article where use has beenimade of your logo or
theme piece. The quality of the merchandise and communications must be up to
the standard of your organisation.

Media coverage/Broadcast sponsorship

This contract must be negotiated directly with the media concerned and your
rights must be clearlystated.

Depending on the scope of your broadcast sponsorship contract, you should
stipulate the following:

Opening and closing billboards

Incidental logos

Classical commercial airtime in and around the breadcast of the event
Stings

Squeeze-backs

Ribbons and crawls
Audience guarantees from the broadcaster must be included in the contract.

LU R IR

To proteét yourself from ambush marketing, stipulate'the Tollowing in your
contragt:

v" No other body, institution, sponsor, etc. is entitled to plage anyform of
squeeze-back, crawliorsting during your broadcast apdithatithey may only
place ads in classical airtime.

v" The amount of airtime youwill receive for advertising, over and above the

broadcast
v" Exclusively : state that there is to be no competitive advertising in and around

the broadcast of the event and what the compensation be if competitive

advertising does slip in
v" That there is to be no electronic or manual manipulation of live event signage

during the event broadcast.
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Press and media facilities: Most stadia staging an event have facilities for press
and media. You should, however, stipulate that it is the stadia’s or organising
committee’s responsibility to ensure that there are facilities for the media.

Trade Marks and Copyright protection

The sponsor must register all trademarks, logos, theme pieces and any marketing
device associated to the sponsored event. Register every permutation of the
event’s name as well as theiproduct classes associated with it. This will help

protect you from aimbush marketing.

The relevant Aets of which you should be aware are the Trade Marks Act, the
Licensing and'Merchandising Act and the copyright Act (work with an attorney).

Daration, réncwal ‘and extension

Ityis essential that the legal terminology used in specifying theses is
definitive.

Duratien : This depends on the nature of the sponsorship. Usually, however,
sponsorship contracts range from one to three years. Parties should agreeto
regular reviews and appraisals during the term of the contract.

Extension: Include optiens to extend the level of younsponsorship, (e.g from team
sponsership to include a development component).

Renewal : Stipulate the conditions of renewal and carefully consider the financial ,
implications. If you are the event and broadcast sponsor, ensure that whatever

terms ofrenewal affectedan your broadcast sponsershipscontract, are also affected

in your g¥ent sponsorship contract. Specify the date of termination, e.g!

Termination date 1s (date), however, the negotiations of terms of renewal will

begin on (date),” (usually 180.days before the contract expiresito allow for time

for re-negotiations or to give the code time for finding anothét spénsor, should

you decide not'to renaw).

Payments

Clearly specify all financial aspects of the contract. Specifically state the amount
and the date on which payments are due.

Incremental scale or review period: This should be considered for long term
contracts and is usually specified in terms of an escalation clause, operating on the
CPI (including issues such as forward buying and forward insurance, should it be
needed).
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6.2 Payment in kind : This must be very clearly stated, specitying whether goods
supplied will be at cost or retail.

6.3  Gate revenue : Clearly specify what will happen to the gate revenue. You may
with to state, “Gate revenue will be used to off-set on-the-day expenses and the

shortfall will be paid by the sponsor.

6.4 Other

6.4.1 Sponsors must always retain a portion of the payment (£10%) until the event is

concluded to their satistaction.
6.42  With three year contracts, payments are usually made in 6 monthly instalments.

The dates of these instalments must be stated.
6.4.3  Youshould'stipulatewhere any remaining funds are to'be spentyie.g. trust funds,

boeks, ete.
6.4.4 Stipulate where any remaining funds are to be spend, e.g. trust funds,beoks etc

7. Geographic and territorial consideration

The functional areas covered by the sponsorship 1.e., regional or international, must be
clearly stated.

7.1 £ «National : Defined as the Republic of Seuth Africa.

7.1.1 " Team sponsors : The contract must be internationally based, otherwise your team
may find another sponsor for events outside South Africa.

7.1.2  Exclusively : National sponsors {(e.g. for the Olympic Games), must state and
define their territorial rights and the rights that international:sponsors will be
permittediin South Africa.

7.1.3  Copyrights#t is important te.note that copyrights registered insSéuth Africa may
be of no consgquence internationally.

8. Insurance and Public Liability

It is the sponsor’s responsibility to ensure thatthe event and/or broadcast is adequately
covered by insurance to protect your brand and company should something go wrong.

8.1  Public liability : It is essential to include a clause refuting any claim for public
liability, loss or damage. Retain a copy of the organiser’s insurance policy and if
this is not adequate, decide if you are going to take out additional cover.

8.2  Acts of God : Insurance must be considered to cover aspects such as weather,
which could seriously affect the event especially if your are broadcasting live.
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83 Other Insurance : Consider insurance to cover aspects such as strikes and on other
issues. This can however, be very expensive and therefore most companies carry
the risk and don’t insure against them.




9. Operating the sponsorship

The contract must clearly specify and identify both parties’ responsibility, authority and
roles in the organisation and the running of the event. lt is essential to form a committee
from both parties to meet regularly to discuss sponsorship plans and liaise on all relevant

matters.

9.1  Delivery of event-related matketing activities : The.sponsor’s responsibility and
to maximise sponsorship potential.

9.2 Defining responsibilities : Ensure that the responsibilitics and those responsible
for them are clearly specified and understood. Ensure that the ideliverables are in

fact deliverable.

9.3 Record Keeping : Work with an accountant to ensure that funds and. invoices are
accounted for, enabling proof of expenditure.

9.4 | Disclosure : All negotiations must have full disclosure between parties. Insist on
transparency in all negotiations especially those where outside companiés, such as
caterers, will be profiting from the sponsorship. The code must keep your fully
informed regarding all dealings.

10. . | Confidentiality

The contract must specify the contidentiality required from each party in terms of aspects

such as:
v' the agreement itself
v thenature and extent of the sponsorship
v ithe sights providedunder the contract
v’ the sight-fees as stipulated under the contract

10.1  Official spokesperson : Nominate and stipulate the name ofithe official
spokespersonawho is thelonly person who may be queted in the'imedia.

11. Goodwill

This should be a standard clause to ensure that all parties make every effort to be
consistent with, and enhance the image and goodwill of the sponsor.

12.  Dispute resolution

An arbitration clause must be included in the contract, naming a mutually agreed-upon
mediator should a dispute arise. This will enable parties to resolve matters behind closed

doors.
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13.  Evaluation of contractual performance
This should stipulate how you intend the sponsorship to be fulfilled and the means by

which 1t will be measured and evaluated according to your investment and other
performance criteria, e.g. rating, publicity, sales, conventional market research etc.

14.  The sponsorship code of practice
Precepts of the code of practice should be referred to, using the following paragraph —

“This sponsorship isto be conducted according to the sponsorship code of practice, a
copy of which is appended and both parties agree to respect and abide by that code of

practice”.
A model sponsorship Contract

Please note: The clauses setiout in the following model contract are intended entirely as
examples. ~Actual agreements will differ depending on the nature and scope.of each
individual spensorship.

1. Identity of the parties

Sponsorship agreement entered 1nto by and between
(full name of sponsored party/beneficiary)
and
(full name of sponsor defined by industry category sector)
Now therefore, the parties agree as follows:

2. Definitions

In this agreement, except where the context otherwise requires, the
following expressions have their meaning hereby respectively assigned to
them:

“this Agreement/Contract” shall mean the Agreement as recorded herein
and any annexures hereto.

“Event” shall mean (name/description of the event)

“Effective date” shall mean (date of commencement of contract, etc.)
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3. Terms of agreement

31 Duration

Notwithstanding date of signature of this agreement, this agreement shall
commence on (day) (month) (year) and shall terminate on (day) (month)

(vear).

-riting on or

enewal negotiations begin), failing which the terms and co

is agreement ' 1 Erevail until the parties e" Into a new aj

nefit accruing to parties E

Detailed as nt to include the ri obligations of the
I.I_l.parties suﬂ

rights 1:&..
Ri ?ssociaﬁoﬂ o l|:::::
f

Lice rights

Righ tec:i!!al pliers and secondary spo i;Illl
Exclusivity E
Hospitality _q T E E

Signage

Promotions

Warranties
Promotional appearances.

5. Media coverage/Broadcast rights

Stipulate the rights and obligations of both parties — the rights owner and
the sponsor.




6. Suspensive conditions

Any conditions that performance of either party’s obligations are subject
to.

7. Payment

e (event name) with an

7.2 . e able m F way of (e.g.

alments of (amount).

‘ wféfaf
Amount, e.g. i_-(]_/q,]_w-ﬁ:.-eement is co

sponsor’s) satisfaction.

y remainingm funds, etc.)

7.7 (Sponsor) will review the (sponsored party’s) audited balance sheets and
reports regar cation of funds.

r.‘l"' raphlc and territorial considerations E'I:-.'
_..-':II' cify the fimetional areas covered by the sporb‘:)zs.ljip

8.1 Nat10 { I
Define as the Rep llﬂ S u&E‘frlca( deﬁne your territorial

rights and the rights which international sponsors will be permitted in
South Africa).

8.2 International

For team sponsors, the contract must be internationally based, otherwise
your team may find another sponsor for events outside South Africa.
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12.
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Operating the sponsorship

Clearly identify and specify the roles, responsibilities and authority of each
party in organising and running the sponsorship.

Delivery of event-related marketing activities
Record keeping
Disclosure

Working committee (formed between the sponsor and sponsored party.)

Indemnity

(Sponsor) and (sponsored party) will separately contract to indemnify
all claims of whatsoever nature for public liability, loss or damage by
event participants, organisers of any events and members of'the public.

Force Majeure (Acts of God)

should either party be prevented, by sabotage, any government action)
strike, riot, insugrection, civil commotion, vizimajor or any other Act of
God, or any circumstances beyond its'eontrol, from performing its
obligations under this agreement, then in any such cases, it shall be
exonerated from liability to the extent to which it shall have prevented
thereby from carryout out such obligations.

Should a force' majeure situation arise the party which is affectedshall
immediately inform the other party in writing. The parties wilbihen use
theirbest.efforts to mitigate the effects of any such contingency:

Promotions

(Sponser) shall berentitled to use, in their sole discretion, any video
footage and/or photographs telatifig to the event for their own benefit and

promotional applications,
Goodwill

(Sponsored party) will at all times use their best endeavours to further
promote (sponsor’s) affairs to the media or any individual other than their
respective legal or financial advisors without prior written consent of
(sponsor).
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16.

16.1

16.2

17.

17.1

17.2

17.3
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Confidentiality

All information of a technical or financial nature which is obtained by any
one party to this agreement shall be treated at all times as strictly
confidential.

Dispute resolution

(Name of mutually agreed upon mediator) is appeinted as arbitrator
should a dispute arise. (This clause should also.include the right to vet
venues of which you do not approve.)

Evaluation of contractual performance

The parties agree that (the sponsored party) through (name of

designated person), shall provide (the sponsor) with a written report of
every event covering the results plus any details of problems encountered.
This report is to reach (the sponsor) within three working days after such

event.

(The sponsor) shall measure and evaluate the sponsorship performance
according to conventional market research, performance criteria, feturn on

investment, salesetc.
Notices and domicilium

Domicilium citandi et executandi is hereby chosen by the respective
parties at their addresses herein supplied all purpeses arising out of, or in
gonnection with, this agreement at which addresses, all notiges, and/or
processes arising out of, or in connection with, this agreement'may validly
be delivered to or servedaupon the parties; respectively,

(Sponsored party’smname : Physical address)
(Sponsor’s name 3 Physical address)

Any party to this agreement may change its domicilium to another address
within the Republic of South Africa on notice in writing to all parties
thereto.

Any notice addressed by any part to any other party shall:

17.3.1 If delivered by hand to the address of his domicilium in
terms of this clause, be deemed to have been duly received by the
addressee on the date of delivery; or



17.4

18.

19
19.1

19.2

20.

17.3.2 If posted by pre-paid registered post to the addressee’s domicilium
in terms of this clause, be deemed to have been received by the
addressee on the eight day following that date of such posting.

Notwithstanding anything to the contrary herein contained, written notice
or communication actually received by one of the parties from another
shall be an adequate written notice or communication to such party,
notwithstanding that it was not sent or delivered to its chosen domicilium.

The sponsorship code of practice

This'sponsorship is be condueted according to the sponsorship code of
practice, a copy of which is appended and both parties agree to respect and
abide by the code of practice.

Whole agreement

This agreement constitutes the whole agreement between the parties as to
the subject matter hereof and no agreements representations or warranties
between the patties other than those set out herein are binding on the
parties.

No addition to or variation from, consensual cancellation or metivation of
this agreement and no waiver of any right arising from this agreement or
its breach of temmination shall be of any fore omeffect unless reduced to
writing and signed by both parties or their duly authorised representatives.

Relaxation

No latitudefextension,of time or other indulgence which may,be given or
allowed by eitherparty to any other in respectof performance of any
obligation hereunder or the enforcement of any right arising ffem this
agreement and no single or particle exercise of any right by any.party shall
under any circumstances be construed to be an implied consent by such
party let‘operate™as a waiver or a notation of or otherwise affect any of that
party’s rights in terms of, omarising from,the agreement, or to stop such
party from enforcing atany fimeand without notice strict and punctual
compliance with each and everyprovision in terms thereof.

SIGNED AT ..., ONTHIS ............... DAY
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(Signature) (Signature)
(Full name of sponsoring company) (Full name of sponsored party)
Witnesses 1. (Signature) 2. (Signature)

Before you sign the contract, ensure that you can adequately answer the following
questions:

What are the fees for the sponsorship?
Whatare the contraetual benefits and rights of the sponsor?

What guarantees are afforded to the sponsor?

=

)

=

= Does thesponsor haye category exclusivity?

=> Can the promotermake overtures to your competition?

= What is the duration of the contract and what are your renewal rights?

= Are you able to measure the effectiveness of your sponsorship investment?

Your Contract can initiate and guide Planning your Sponsorship Programme

As well designed, well thought-out sponsorship contract not only protects your rights, but
can also initiate and guide your sponsorship programme by:
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= Providing value for your Rands with tangible, measurable benefits, including
the assurance of strong on-site branding.

= Ensuring the sponsorship is consistent with your objectives, image and brand
positioning.

= Offering protection from ambush marketing

= Providing a strong sponse an that include advertising, sales




ANNEXURE 4

POTENTIAL SPONSORSHIP PITFALLS

Sponsorship requires specialised skills and expertise. It must be very carefully
managed. Any aspect that is overlookedseould result in devastating consequences
for the company.

An awareness of the following potential pitfalls will enable sponsors to anticipate
them and thereby limit the possibility of their occurrence.

» Ambush marketing — This is defined as the attempt of an'organisation to
create the impression of being an official sponsor of the'event or activity by
affiliating itself with that event without having paid the sponsorship rights-fee
or being a party to the sponsorship contract.

The ambush marketing tactics that can be and have been used are seemingly
limitless. For example, a company may use tag lines in their advertising such
as “We support the South African Team”, or they may use symbols commonly
associated with the event, such as the Olympic flame. This creates confiision
in the market as to who the sponsoris and dilutes the sponsorship investment.
For example; the official sponsors of the 1996 comgades Marathon, (paid for
the right to use their name and logo at the event) were ambushed by another
company. The publicity that the “ambusher” received from this completely
overshadowed the sponsor’s involvement and as a result their sponsorship
investment became virtually worthless.

Ambush marketingis'extremely destructive. Why'should a company bother to
investimaney in sport or arts if they can still have their logo, name.and
surrounding publicity at.the event without paying a cent of theurights-fee?
This practi€e would be extremely detrimental to the futur€ of'sponsorable
events andiactivitiesyn South Africa. It is essential that thé&sports or arts
should benefit financially fromsthe sponsorship as thisienables their future
growth and development, without which, these events and activities would not

exist.

Sponsors can protect themselves and the event from ambush marketing, to a
certain degree, by ensuring they are fully aware of their A to Z of rights to the
event and by taking full advantage of these rights, such as, naming rights,
branding rights, exclusivity rights, broadcast rights, licensing rights under the
contract will afford some protection as well as Trade Mark registration and
licensing. The Merchandising Marks Act is being modified to offer protection
against blatant ambush marketing.
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> Ignorance of contractual rights — It is essential that sponsors are completely
“au fait” with the legal aspects of the sponsorship and, particularly, their rights
as they pertain to the sponsorship contract. The rights are the basis of the
sponsorship and therefore to know what you are buying in terms of your
sponsorship investment is a critical aspect and an area where many sponsors
make mistakes —~purely out of ignorance. It is advisable to work together with
an attorney when negotiating the contract to ensure your rights are specified
under the contract and that you are fully aware of what your rights package
includes.

» Broadcast xights — Many sponsots make the mistake, when negotiating an
event sponsorship contract, in believing that broadcast rights are included in
the rights package (often the event rights owner or promoter will lead you to
believe this)s Broadcast rights can be bought only from the broadeasier who
holdsithe rights to broadcast that event. Broadcast rights are not included as
part of the event sponsorship contract and in some cases, an event sponsor
may.not even be offered first right of refusal of the broadcast rights.
Therefore, if you wish to be the event and broadcast sponsor (the ost
effective sponsorship programme), it is advisable to negotiate withrall the
patties concerned at the same time, i.e. the event rights owner (sporting
federation in most/cases) and the broadcast rights owner (SABC, M-Net, etc),
and thereby enter into tri-party negotiations that will eliminate any confusion
and ensure that you have a rounded, balanced sponsorship programmes(éven if
it is somewhat expensive). This can also prevent the eventuality of &
competitor purchasing the broadcast rights and thereby ambushing your event
spensorship and drastically diluting your sponsorship investment. If you wish
to be the broadcast sponsor it is also advisable to consider advertising space in
and around the broadcast. You could find yourself in a situation where the top
and tail and squeeze-backs, etc are sold to your oppositien during the
broadeast of yourevent, 1.e. you could have the'Benson & Hedges ericket
brought te you by Rothmans. This can be used as a blackmaili¢lause to get
you to pay extra monies.over and above what you believe ygumbroadcast right

covered,

» Adequately trained staff — lithas,beensstressgdithatisponsorship is an extremely
complex and specialised from of marketing ecommunication and is essential
that those managing the sponsorshipthave theappropriate skills to ensure that
the sponsorship runs smoothly. Sponsorships high profile by nature and
therefore any mistake or omissions of even the smallest aspect can have
potentially devastating consequences for the company. Ensure your personnel
are adequately qualified and trained.
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> Sponsorship is expensive ~Do not make the mistake of paying the rights-fee
and believing that that is the sum total of your sponsorship investment. It is
essential to maximise your investment, therefore ideally for every Rand you
put into your physical sponsorship, you will need a minimum of a Rand for
leverage of that investment for advertising and promotional activity, otherwise
you will not get a return on your investment,

» Agents — Concerns to be aware of when dealing with.agents:

< Double dealing : selling the sponsorship rights to more than one sponsor and leading
the sponsor to believe that they are buying exclusive rightsto the event or activity.
Agencies canmislead you in to believing that they have the broadeast rights and sell
you the event on the back of this promise. Often this'i1snot true; they first get the
sponsorship commiitment from you then attempt to negotiaterates.

%+ Exorbitant mark-ups and commissions: the result is that very little funds go back into
the sport or event sponsored. To prevent this pitfall ensure that you work together
with an aécountant and a lawyer and attempt to get as much information as you can on
the event.or activity the agent is selling and the credibility of the agent concerned.

% Agency-commissions : make sure if you negotiate directly with the media, that vour
advertising agency does not claim commission without your knowledge.

It must be clearly specified, particularly on broadeast sponsorship, whether ageney
commission is included in the negotiated figure or not. If the sponsor deals
directly with the mediathete should be no agency commission included inithefee.

» The media = Concerns to be aware of when dealing with the media.

%+ Event sponsors are not given first right of refusal of, or an option to purchase, the
broadcast rights to the event and instead the event spenser’sicompetitors are
approached to purchase these rights. This encourages ambush marketing.

* Broadcastersisell advertising time to the broadcast sponsor’s competitorls during
the broadcast ofithe event. This.also encourages-ambush marketing,

¢ Press tend to @bbreviate or omit the names of events in their@ditorial. The
sponsor own the naming'rights to that event and therefore the name must be used
correctly.

% Ensure that ad breaks do not contain competitive advertising. This needs to be
negotiated upfront during broadcast rights negotiations.

< Ensure that your are clear about top and tail conditions and squeezebacks and
ribbons are specified.

% Make sure that OB unit costs are included in your conftract.

These guidelines are designed to make sponsorship more effective in achieving marketing
objectives by creating awareness of how sponsorship can be used successfully with
minimum potential for the pitfalls illustrated above.
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Measuring the sponsorship

Sponsorship “success” refers primarily to whether or net a return on the sponsorship
investment was obtained. Did you achieve your objeciives?

The post-cvent measurement and evaluation process must be developed from the
beginning, foeusingon'the objectives — the reasons you got involved in sponsorship, The
results wall enable you to make eritical decisions.

The main steps in the measurement process are:

s Identify internal and external resources. You will need to use a combination
of internal and external researchers with experience in evaluating Sponsorship.

% Identify the measurement methodology and determine timing and gost.

sssaddentify the decisions that will be made with the research results.

¢ Identify who needsithe results

What should be measured

All event-related programmesmeedsto be measured. Traditiomalsquantitative and
quantitative research can be.used to measure awareness, attitudes and perceptions and
combined withbreadcast delivery, publicity and sales results to provide answers'as to the
effectiveness of Sponsorship programmes and whether or not sponsorship objeétives have

been achieved.
Four key areas need t0 be measured:

Those who bought the brand

The ability of the sponsorship to change your image or consumer’s attitudes
Those aware of the sponsorship

Those exposed to the sponsorship

< A large group of your target market may have been exposed to the sponsorship

< A smaller group of your target market may remember your sponsorship.

% An even smaliler group of your target may have changed their attitudes and
become positively influenced by your sponsorship.
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% The smallest group of your targets will actually change their purchasing pattern
and buy your brand.

Key questions that research can answer
The illustration above leads to the following 1mportant. questions:

<+ How visible was the sponsorship? (media exposure)
» Did anyoene in the target market notice it?

< Did it'change their brand perceptions?

¢ Did you increase sales as a result?

% Should you continue to sponsor the event?

Media exposure and effect on sales can be measured by using quantitative datafrom your
event marketing agency or ad agency and sales figures from the sales manage, The
impact of the sponsorship on customer relations is more difficult to measure and'it is
advisable to use a research consultant for qualitative research into attitudes, perceptions
and behaviour or your target market.

Measuring Media Exposure

Media exposure includes Televison, Radio, Outdoor and Print Media.

Measuringimedi@ exposure requires:

% Coverage data: Broadcast.details and press article collations

< Viewership and/or readership data.

s Measuring'the sponsor’s name exposure time or gpace within the broadcast or
article.

% Television coverage: Forlarger everits this data is usually collated by the
marketing agency or your ad agency. This data enable medial delivery to be
compared n viewing numbers (audience) and profile in relation to other
similar events. An analysis of on-screen exposure time can be linked to this
and a combination of television coverage and audience and exposure rates
provide a relative measure of on-screen branding

% Press evaluation: This involves a collation of press articles on the event.
Points are awarded to each appearance of the sponsor’s name within an article
and then weighted by favourability (i.e positive or negative tone of the article.
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< Measure and recall and association to your brand or company.

These measures indicate how many people may have seen your sponsorship branding,
who they were, and for how long.

Measuring the effects of the spe

a researcher with experience in this area, ena
and conclusion

ustomer hospitality experience
% Communication of product/service attributes.

P Dis‘tg?ﬁion lev
% New'distribution ¢

+ Link: opinion leaders
@ Employefiflg"
e ™
Ticket rev

Merchandis alti

— T L tﬁ

It is essential that a “post-mortem” be held with all parties after the sponsorship. This
will enable mistakes to be rectified for the future and the incorporation of experienced

gained.

*

*, *
r e

Reporting results
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Consider who would need information about the results. It is essential to recognise the
needs and expectations of internal stakeholders who have invested in the event and are

therefore expecting a return.

Once you receive final results, present them as soon as possible to those concerned,
including those aspects in need of improvement and strategies for their improvement.
Future investment will depend on the results of the research.
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ANNEXURE 6

Sponsorship checklist

Answering the following question will provide a guide to ensure each and every aspect of

the sponsorship has been carefully considered and actioned.

l.

3.

10.
I1.
12.
13.
14.
15.
16.
17.
18.

19.
20.

Why are you entering into sponsorship?

Do your sponsorship objectives match and aid in achieving marketing objectives?
Does everyone involved in the sponsorship (internally and externally) clearly
understand the sponsorship objectives?

Are your objeetives realistic and achievable in light of factors such as”

* FYourbudgetallocation?

= The types of events and activities available to sponsor?

= Yougcompetitor’sactivities

Is your company fully committed to making the most of the sponsorship in.the
short term and in the long terms.

Do-your sponsorship abjectives provide clear benchmarks by which youlean
effectively measure sponsorship “success™?

Do you have a clear sponsorship Selection Criteria?

Doesithe proposed sponsorship reach the target consumer with whom youwish to
communicate?

Will your sponsorship branding have a reasonable chance of being seen and noted
during the broadcast.

How does the proposed sponsorship fit in with your corporate marketing needs,
product seasonality and existing or planned promotional strategies?

Are your competitors imvelved in sponsorship? To what.extent?

Is your e¥ent high profileenough to result in a dominant association?

What'isithe Event Profile of the proposed sponsorship (history, previous
sponsors)?#Canyou displace.the equity built up-by the previous sponsor?

How relevanis the proposed sponsorship to your product/sérvice?.Is there
synergy between the gponser and sponsorship?

Does the proposed sponsorship'eonyey the image you wish to project? If there
“band fit”?

Is the company prepared to fully market'the proposed sponsorship?

Is the sponsorship affordable? If so, does it represent value for money?

Have you included leverage costs into your budgetary calculations? Does your
budget for leverage at least match your sponsorship investment?

Have you added at least 10% to allow for contingencies and unforeseen expenses?
What hospitality opportunities does the proposed sponsorship offer? Are these
conducive to entertaining vour VIP guests?
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21.

22.

23.

24.
25.

26.
27.

28.

29.

30.

31.
32.
33.
34.
35.
36.
37.

38.

If the proposed sponsorship involves sport, what level of sports sponsorship does
it involve —national team, provincial, league, club, individual, athlete or
development sponsorship?
Who are the technical sponsors involved in the proposed sponsorship offer? What
are their branding rights? Will you be able to approve all technical sponsors
involved?
What licensing and merchandising options are being offered as part of the
proposed sponsorship? Do you have a control mechanism in place allowing you
to approve all material manufactured with your logo or theme piece?
What rights to exclusivity will be afforded to you nationally and internationally?
If you intend 10 sponsor a broadcast, what coverage and exposure opportunities
are on offer?
* Areyour key markets included in the coverage?
= Have yowgota clear picture of estimated audience?
* Are audience guarantees included?
*  How visible will your logo be during the broadcast? Have you assessed the
placement and value of your logo’s exposure during the broadeast?
® Is'there advertising space included in the broadcast sponsorship?
Arethere guarantees regarding the placement of your ads?
= Pees the broadcaster allow the placement of your competitor’s ads in“and
around your event broadcast?
= What allowances does the broadcast sponsorship contract make for categories
of product exclusivity?
= What rights are yowentitled to under the broadcastisponsorship contract.
Who owns the rights to'the event?
Have you thoroughly investigated the event/sports marketing agent’s ¢redentials?
Are you fully satisfied with their credentials?
Has a working commitiee been formed between you and the event organiser? Is
there clear identification and agreement on each party’soles and responsibilities
in operating the sponsorship?
What are'thefees involved in the sponsorship and what rights are Yeu'entitled to
under the gontraet?
What is the duration of the sponsorship and what are your rights tesextension and
renewal of theicontract?
Does the contract offer protection fromiambush marketing?
What is the payment schedule ag specified in the centract?
Does your contract stipulate the means by which you will measure performance?
What cancellation terms of performance clauses are specified in your contract?
What geographic and territorial considerations are specified under the contract?
What contractual stipulations are there regarding dispute resolution?
What efforts have you made to build internal support and agreement across the
marketing departments, i.e. with the advertising manager, the sales manager, the
public relations manager, etc?
How do you intend to gain and maintain the support of senior management and
stakeholders in your company?
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How do you intend to account for and record all expenditure?

How do you intend to leverage your sponsorship involvement — what are your
leverage objectives and tactics?

Have you taken all the considerations into account with planning hospitality at the
event? (Consider budget, venue, contingency planning, and finishing touches.)
Do you have a detailed contingency plan?

Is your contingency plan funded?

Can you plan for any of the possible
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Palesa Tswai

From: Chose Choeu

Sent: 22 March 2011 11:34 AM

To: Rasesah Waja; Jacques roux@jic.coza

Cec: Piater Pretorius

Subject: FW: Meeting request - The New Age newspaper
Attachments: image003,jpg; Eskom.pptx

Hi Raeesah,

Thank you.

Chose

To: Chose Cho
Cc: santosh@sa
Subjact: Mese

Dear Chose,

Pursuant to ¢ _-sib!e to introd

newspaper t
.I »

iew of the prodw xour Eerusi" 2 '

schedule is and will avail ourselves at any time for the meeting as pe

i attach here

Jacques Roux

07%

Please considei the environment before printing this e-mail.
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Attention:
This e-mail is privileged and confidential. If you are not the

intended recipicnt please delete the message and notify the sender.
Any views or opinions presented are solely those of the author

This e-mail message has been scanned by JIC Mailviarshal

e it e S AR o ~
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From: Pieter Pretorius <Pretor)P@eskom.co.za»
Sent: Tuesday, 01 October 2019 07:28

To: Rohan R. Hiles

Subject: FW: The TNA 49M Breakfasts

Anather ane on the e-mail addresses.

@ €skom Use o
mEes, - €lectricitye

martly
Y

www.eskom.co.za

From: Jacques.roux@jic.co.za <Jacques.roux@jic.co.za>

Sent: Thursday, 22 March 2012 07:43

To: Pieter Pretorius <Pretor)P@eskom.co.za>

Cc: mzwandile.radebe @gmail.com; Chose Choeu «ChoeuC@eskom.co.za>; Kheepe Maremi
<MoremiKL@eskom.co.za>

Subject: Re: The TNA 49M Breakfasts

Hi Pieter,

I hope that we could meet tomorrow ta take this discussion further if your & Kheepe's diary ailows?

Regards
tacques

From: Jacques Roux

Sent: Wednesday, March 21, 2012 07;11 PM

To: 'ChoeuC@eskom.co.za' <ChoeuC@eskom.co.za>; 'PretorIP@eskom.co.za' <PretordP @eskom,.co.za>;
‘MoremiKL@eskom,co.za' <MoremiKt @eskom.co,.za>

Cc: 'mzwandile.radebe@gmail.com’ <mzwandile.radebe @gmail.com=

Subject: Re: The TNA 49M Breakfasts

Thank you Sir, | wilt'be iftouch with Pieter & Kheepe tomorrow.

Regards
lacques

From: Chose Choeu [maitto:ChoeuC@gskom,co.za]

Sent: Wednesday, March 21, 2012 02:21 PM

To: Jacques Roux; Pieter Pretorius <Pretor]P@eskom.co.za>3 Kheepe Moremi <Moremiki @eskom.co.za>
Cc: mzwandile.radebe@amail.com <mzwandile.radebe@amail.com>

Subject: RE: The TNA 45M Breakfasts

HiJacques Roux,

You will work with Pieter and Kheepe. { will be away until the 30™ March: representing Eskom on a State Visit to
india.

Thark you,
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Chose

From: Jacques.roux@iic.co.za [mailto:Jacques.roux@ijic.co.za]
Sent: 21 March 2012 12:32 PM

To: Chose Choeu
Subject: Re: The TNA 49M Breakfasts

HiChose
Thanks for the update - it is an exiting opportunity that we will certainty be keen to explore with you.

May | suggest that we close the initial deal of the 4 breakfasts first this week. These can tie in with our ptanned
schedule and then setup a workshop discussion for next between our teams to strategise on the dedicated 49
campaign and plan that in detail?

Regards
lacques

breakfast that would be aligned

r normat TNA Bre zeneris}.

esign reakfast using the TANA.Bre 515 as a

Sent: 20 March
To: Pieter Pretorius

Ce: Chose Choeu é...:.'.

Subject: RE: The TNA IE:l_!Elr —— ‘;'l._
Hi Pieter ljll I #ll?
Thanks for the mail - iook forward to mee g_ﬂh y¥ tEse th:st'

As we understood that Eskom would only look at a maximum of 4 breakfasts we have gone ahead and sold out the
balance of what was available for the year ahead.

We have kept 4 pending our agreement on the spensorship from you. 'm sorry that we would not be able to
accommodate 12 breakfasts any more.

i will send you a presentation soon to peruse and then we could meet to close this positively!
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Best regards

Jacques Roux
071859 7120

From: Pieter Pretorius [mailto:Pretor)P@eskom.co.za]
Sent: 20 March 2012 02:00 PM

To: Jacques Roux
Subject: Re: The TNA 49M Breakfasts

Hi Jacques

Perhaps, in preparation for our mee calle a5 15al t Eskom eommits to a 12 month
spensorship we would be looki

If you can send this to £ (M8 ; need to sign & contract
between the parties

Regards

Pieter

when will be a suitable time for us to meet?

Jacques Roux

071 859 Tﬁﬂ.r

<image rgl'

From: Chose(g:ﬂ ifto:Cho
1

Sent: 20 Marc

To: Pieter Pretorius X
Subject: The TNA s
Hi Pieter, _q T E E'

Please meet with Jacques so you could close the deal on the TNA 49M Breakfasts as part of the
Minister’s National Campaign.

Chose Choeu

Divisional Executive: Corporate Affairs
P O Box 1091

Johanneshurg, 2000

082 783 7302 or 011 800 3852
<image003.jpg>
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I'm part of the 49Million initiative.

http://www.49Million.co.za

NB: This Email and its contents are subject to the Eskom Holdings Limited EMAIL LEGAL
NOTICE which can be viewed at http://www.eskom.co.za/e-mail lecalnotice

idential. [f you are not
the sender.
- Il'l‘:)'g.e of the author.

.. u

-
OMillion i_nitj!re*-'__

http://www.49Million.co.za

NB: This Emai%ﬂs contenm the Eskom Holdiw
which can be vi http://www, .co.za/e-mail_legalnoti

- —
7 STare ok

Please consider the environment before print

Attention:
This e-mail message is privileged and confidential. If you are not the intended

recipient please delete the message and notify the sender.
Any views or opinions presented are solely those of the author.

Scanned by JIC MailMarshal
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I'm part of the 49Million initiative.

http://www.49Million.co.za

NB: This Email and its contents are subject to the Eskom Holdings Limited EMAIL LEGAL NOTICE
which can be viewed at http.//www.eskom.co.za/e-mail legalnotice

Attention:
This e-mail

C J_'
otilion s —

http://www.49Million.co.za
NB: This Emaill?ﬁts contenw the Eskom HoIdiWAIL L L NOTICE
which can be vi http.//www. .co.za/e-mail_legalnotic
J‘h - S i;llll
# ,,I Ehu‘l. EI

Please consider the environment before printing this e=

Attention:

‘This e-mail message is privileged and confidential. If you are not the intended
recipient please delete the message and notify the sender.

Any views or opinions presented are solely those of the author.

Scanned by JIC MailMarshal
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NB: This Email and its contents are subject to the Eskom Holdings SOC Ltd EMAIL LEGAL NOTICE
which can be viewed at http://www.eskom.co.za/Pages/Email_Legal_Spam_Disclaimer.aspx
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Palesa Tswai

From: Donald Liphoko <Donald.Liphoko®@mediashop.coza>
Sent: 28 March 2012 03:59 P

To: Pieter Pretarius; Sibusiso Duma

Subject: FW: The New Age Proposatl for BB

Attachments: Eskom TNA Proposed Commitment 2012 to 2013.xls
Importance: High

Hi Pieter

Regards

Y aald Liphoke
Board Director

From: Donald Liphcko
Sent: 27 March 2012 09:49 PM

To: 'Pieter Pretorius’
{ iject: RE: The Ne E posal for, 'I"Lr

Iniportance: High

Good evening Pieter I'h
Kheepe has impressed on me %ce of fl naltsmg this proposal W|th i;iihe as committed

R10m (see attachment) to TNA. I havelteve th a proposal on be structured across the
Eskom programme portfolio. I have v reve W|t med advertising and events
contract as proposed by 299 March, we will bil} d ertisifg plac the business breakfasts, and

rebate the full media commission as per normal.

1 absolutely agree with your comments below, and propose that the events are shared as 3 x Brand, 1 x eta
Awards, 1x Eskom Development Foundation, 1 x 49M to coincide with key dates on each programmes

marketing calendar.

Can we chat about this further tomorrow please.




Thanks

Ponald Liphoko
Board Director

mﬂiasnnﬂ

Phone: +27 {11) 258 4002
Fax: 427 (11) 258 4102
Celt: 427 (82) 901 0766
E-mail: Donald.Liphoko @mediashop.co.za
Web:  hitp://www.mediasho;.co.za
Twitter: http:/Awitter.com/mediashoi

To: Donald Liphoko
{ ject: The New A

Hi Donaid
Please have a lg

talso would li
Selling of tab
Organising t
SABC 2 broag

Pravide branding x days before the time

Provide guest lists where applicable

I dde 3 guest speaker e event aﬁ
Please let me know whlﬁ&

From: Jacques.roux@jic.co.za [ mailto: Jacques. roux@jic.co.za]
Sent: 26 March 2012 08:02 AM

To: Pieter Pretorius

Subject: The New Age Proposal for BB.ppix

Pieter

Hi Pieter

PJP-139




PJP-140

k3
Thank you for the engaging discussion on Friday regarding the proposed sponsorship of our very exciting Business
Briefing breakfast!

Herewith please find attached a presentation on the event as well as an estimate of the investment breakdown. The
cost of sponsorship is based on a net rate / direct booking.

We are planning to host the next briefing on the 12™ of April 2012 in lohanneshurg featuring Minister Malusi
Gigaba. This event will certainly have a very direct link to the initiatives that Eskom is warking on and as such we
strongly recommend that you sponsor this event.

Given the timelines we would request a frim answer from you ASAP to enable the advertising to commence at the
earliest!

Best regards
Jacques Roux
071855 7120 .
e NEWA@E .
&u - me L

’b e s bk Wl B :
B ol Mk BT A S e 1 v SR LR N e

Pleasa consider the envirenment before printing this e-mail.

Aftention:
This e-mail message is privileged and confidential. If you are not the intended

recipient please delete the message and notify the sender.
Any views or opinions presented are solely those of the author.

Scanned by JIC MailMarshal

httio://www.49Million.co.za

NB: This Email and its contents‘are subjéct toghe Eskom Holdings Limited EMAIL LEGAL NOTICE which
can be viewed at htip//www.eskom.co.zalfe-mai] [egalnotice

This message, and any attachments, is intended solely for the named addressee and may cantain Iagally privileged and canf a‘enﬁal mformation, and.for copyright
material of The MediaShop or third parties. Reading, printing, distribution, stoding, commerciatising or acting on this fransmizssion or the inf tion it containg, by
anyone other than the addrassee, is prohibited.
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I you: have recefved this message in enor, please daskoy alt coples and notify the sander by phoning +27 11 258 4000 or by replying o the email.
The MediaShop is not responsible for any changes made to a document, other thar those mate by The MediaShop. You should only re-transmit, disksibute or

comimercialise the material if you are authorised ko de so. The MediaShop accepts no ability for loss or damage {whethar caused by nagligence or nioi) resutting

from this e-mail.
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Proposed TNA Advertising & Events Commitment

* Progra - 0 dfe O 0
Eskom Development Foundation 4% R 160 000,00
Energy Losses Programme B 20%| R 800 000.00
Integrated Demand Management 20%| R 800 000.00
Public Safety 8%| R 320 C00.00
Recruitment 5%| R 200 000.00
Tenders 5% R 200 000.00
{Brand 18%| R 720 000.00
49M ' 20%] R 800 000.00
Y U 5 ] 4 U0 000000
Brand n |  100%|R  7185628.74 |
**eta Awards .k il  0%|R -
**Eskom Development Foundation ~ 0%IR i
*R40M i St 0%| R -

al Gi g Tl\. Commitme ;
(incluging 16,5% media age
| rebate) 11 185 628.74

Total Nett TNA Commitment
excluding 16.5% media
| agency rebate} R 9340 000.00

* Adjusted % share based on welghting of total advertisng April 2011 - March 2012
** 3 Business Breakrasts to be alfocated to Brand, 3 fo be altocated to flagship
DFOGrammes

Ci\Users\TswalP\AppData\Local\Microsoft\Windows\Temporary Internet
Files\Content.Outlook\SPXMQLPM\Eskom TNA Proposed Commitment 2012 to 2013
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«ﬁ Roux, he betn%[y atthorized #

{Pty) £TD herein yepresented by

., a Shop)
he baing duly iw:fhrﬁu warrants his autEwﬁto S agreement,
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Overview

This dogument confinns the commitment for the proviston of advertising space in The New Age
newspaper and sponsership of THA Media (Ptv] LTD business brisfing breakfasis
betwean TNA Media (Pty] Ltd snd The Media Shop {Pty] LTD

Losos on all invitations

[

* G pull up bante

. Euesls WW table -g'

;Ilﬂmsor speech podium before key note address E-L"
ent breakdown for the above elements {Anmesxure B}, is attacht::_

THA Me k&s to ensue gttendanca of suche II:Ermnﬂhler
ticket sale corpora lviduals and wﬂl a marnner
befitting the established p tu m‘ the speakers, aned
the sponsors exactin; atan
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ThA Kediz (Pty) L1D is solely responsible for alf ssues relating to tha broadeast psriner
SABC 2. SABC 2 shafl have ro clalva on The MediaShop {Pty} 7D in the event of non-
performanca arising from the execution of the Business Breakfast.

TNA Media (Pty} LTD undertakes to secure and manage speakers itinerarles, and will notify
ESKOM Holdings SOCLTD of confirmed speakers 3 weeks priorto sach Rislness Breakfast,
Ins the course of planning the A Media {Pty] shall nvform ESKOM Holdings
SOCLTD timeously & ing

entitled to terminate its ralationship with TNA
Media {Pty} LTD commits any material breach of it:
n‘IEﬂY thmt bres
Mediz (Pty} LTD
¢ 345 of the Co
No. 61 of 1973 {as amended); any person or entity successfully institutes ahy

eedlngs for the winding-up or judicial mansgement of T edis {(Pty} LTD, o
lar proceedings, {i 5 Medla (Pty) LTD
edd to terminpte its relationship witl and The Medla Shop (Pty) Lid by w

aif Tha Medla Shop {Ply} Lid fall bo make payment of any amount due by {tto
Media {Pty} LTD within 45 (fourty five) days; or If The Media Shop (Pty) Etd commit any
material breach of thelr material obligations under these Terms and Conditions and falis to p‘)
y that b n } days of them mm@m to doso; if The E
ﬁ Shop {Pty) 16 any of the circums ated in Se%:‘d
;Fﬁﬁsﬁ of the Companiss Act, No. 61 of 1973 (a5 amended).General temnsq:-

¢ Payment terms Ijﬂe ays froimn involce ?
o THE MEDMA SHOPYPTY T?Rﬁh_ warrants that %@%ﬁ sighing this
commitment on behalf of THE A SHOR (PTY) ETD'has the requived authority and has

been mandatad by the THE MEDIA SHOP (PTY) LTD £ enter into this agreement on its

hehalf,
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¢ THE MEDIA SHOP {PTY) LTD warrants that It has made this comnmitment voluntarily on lts
own volithan and has not been induced or Influanced in any manner o do 50 as & fesult
of any representations or warranties made by THA MEDIA {PTY] LTD to The Media Shop  ~
(Pty) LTD or to any person acting on the latter's behalf,

Ll
-
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Proposed THA Advertising & Fvents Commitment

0 ) £

Exkom Devalopment Foundation 4% R 16t 600.80

Enaray Losses Programme ] 20%( ) 800 00060

Inteqrated Demiand Manaoat 800 008,00

Public Safely

Recruitmert

Tendarg »

Rrand
486

ofmwmmw
wéfw‘ﬁrbeaﬁbwmm 3béeaﬁamwb!ﬁ@ﬂ’m
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_ N | Unigue identifier | 221-222
| Document Type | CCGTE _
® Eskom SUBMISSION DOCUMENT Revision ‘ ]
" November
Effectiva Date 2010
— - Regulation ard Legal
EXECUTIVE SUMMARY

1. TITLE OF THE SUB

orporate  Brand

gning or approval g ffect to the 2
plementation ¢ e 490 d the Corporate”™]
ositioning Campaign.

wmc,!-—.—.-—-‘l' '":

Salient Facts: Ministers 400 Mobilisation Campaign
311 Whl!st the Deputy President of the Republic of South Africa is the 48M

ister of the DPE alfenge of actively
aighir 055 the country toWors a re of
jecessarty to save electricity in this

..IIf 2 The Mlnrstets strategy seeks to endorse what is es a “social
ﬁ"m movement® for all South Africans. This “social il be
atinuously Wns of a) new icipants” iLe.
s:dentlai industri ersial markets efit-driven
verti g messages and ¢). the various road shows and

aciwa lﬁe
313 The co and Board for
imp on 009
314 RS08 mlllon approved through the PFMA

proposal made by the Generation Maintenance Strategy and "keeping
the iights on”. This sxcludes the R63 million in this proposal, The
Eskom Board approved various initiatives as part of the strategy. The
iniliative relaling 1o the intensified stakeholder engagement and

Annexure A - Executive Summary - icas submission.doc Page 10f5
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3.1.6

3.1.7

—_——— e T
SUBMISSION DOCUMENT 1 3"2‘”" |4 -
Effective Date h’:,";’“""
}_ ~ Regulation and Legal

partnerships driving energy savings is the 49M campaign, the Ministerial
activations are an extenslon of this campaign.

The campaign was launched on 18 March 2011 by the Deputy President
Kaalema Mothlante.

48 corporate supporters_have signed on 1o daie as part of the 49M
campaign ranging from NGOs, private sector to Government
departments,

An intensified paringr and ambassador prograrame . is required as part of
the success of the 49M campaigna. Support for parimers in terms of
management of parmer interaction, providing marketing support such as
exhibitions, material, etc, idenfifying and appointing of ambassadors per
target market to further popularise the 49M movement.

The strategic intent of the 490 campaign is to'create awargness of the
“anergy gap” and to articulate the initiatives Eskom and Government has
undertaken io mitigate against the possible risks and to seek and obtain
willing participation across a range of social partners (penefactors,
patrons, envirohmentalists, allies and supporters, etc.)

3.2 Salient Facts: Eskom Corporate Brand Positicning Campaign

3.2.1

322

The Corporate Brand Positioning Campaign s the end gamato tumn
Eskom into & world class, trusted and highly valued brand that is'seen
as an integrat part of Africa’s heritage and destiny.

The current reality is that the Eskom brand has a weak and vulnersbls
reputation, has a low share of voice, the brand ambiticn is for itto be as
previoysly stated, measured by resilience, brand health, brand value
and an eminence on brand league tables.

3:3 Key assumptions

NA

3.4 Financial implications

341
3.4.2

3.4.3

344

345

No budget provision has been made for an intensified partner and
ambassador programme.

No provision has been made in any of the CAD budgets for the
corperate positioning campaign as this was only planned for2015M6.
However, due to the change in the market it has become negessary to
expedite this positioning, especially in the light of the MYPD3 process.
The current budgetdoes not haversufficient funds for a austained
national positioning campaign during this period,

The ciment. 490 markeling communication campaign is targeted
specifically at the higher end.consuniél and dos§not allow for mass
raobilisation to the extent that the minister is requiring.

The current 4904 campaign is aimed at mass communication through
advertising, public relations,"and digital communication.

Annexure A - Executive Summary - icas submission.dot Page 2 of 5
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Unique Jdentifier | 221-222

Document Type CCGTE

@ Eskom SUBMISSION DOCUMENT Revision 4 |
EMective Date ;"&‘:}*”“b"'
| - Regulation and Lagal
49M DPE Ministerial Campaign
| Totat Estimated |
Cost element Projec ay 2012 ‘ Iz'?j:c:niodn
Production costs &
Advertising: TV, radi
print, out of h
and on-ling,
activations 0
Modia ' '
media 11 923 200.00
Publ
79 487.00 i - 0] 1 ?
ts ' 00| 1000000 60 :
y 0 7400
- 44 403 2 [
bassadors a
- =
= Year-end
element Project Costs ["Actual May 2012
i FY 12113 i ) Projection
osts '
erial and |
ers and '
ambassads & 000 000.00 4] 6 000 000.60
Management of pariner

r’elationsh_ips_—ﬁgouoo
00 000.00

Am
Soclal 2 200000000 [
wm.. o |

r 1800000000 | .
I:? 000
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}E_ique Henaﬁar 221-222_
Document Type | CCGTE
@ €skom SUBMISSION DOCUMENT Revision a i
- November
::ﬂectlve Date 2010
Regulation and Logal
Brand Positioning Campaign

Since cam joys wide s there are no ma
in impl
Since the populauon ce has taken piace in Qctober 201
could be some pressure from government to change the name
rastlts are announced.
3.6.3 This risk will be mifigated in the longer-term
ions will take pia
co 48M brand.

ders on naming
":%&4 There is limited to no risk in implementing a brand positionﬁ ign.

3. -e‘rﬁbllon by independent party (if applicable)

y for 4GM where

inancial costs Areverified.by.ourtedia Buying, nd FR
genc}es
3. Esko experis from various divisi i he company as
é stake f of the project
he im 49M and the Eskom
posmonlng # ? OE
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Unique ldentifler
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Document Type

CCGTE

Revislon

4

Effective Date

November |
2010

l

Regulation and Legal

4. OTHER APPROVALS REQUIRED
NA
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| [ Unique ldentifier | 221221 |

| Document Typs | CCGFM

|
@ €skom SUBMISSION CHECKLIST | Revision 3
- Regulation and Legal |
CHECKLIST 1
TITLE OF SUBMISSION:
Please note:
The headings should NOT be deleted if it is not applicable fo the project, the seguence of the
headings should not be changad,
Tick the applicable box (v).
| NIA_ [ 'Yes | No |
1. INTERMNAL PROCESS L
11 BUSINESS PLAN i I 8
Has the project/issue been included in the business plan? v |
{if no, information/axpianation to be highlighted in ‘
documentation/ presentation/attachment.} ! |
I
12 _ BUDGET j b
It financial approval is required, is the project/matter within "
the approved budget? I v
{if no, information/expianation to be highlighted in |
documentation/ presentation/atiachment.)
13 HUMAN RESOURCE IMPLICATIONS M ‘Lﬁ |
Does the project have any HR implications? ‘ "4 |
(If yes, information/explanation to be highlighted in |
documeni-tation/presentation/attachment ) ’ |
14  FINANCIAL EVALUATION | e il
- Has the projectiissue undergone a financial
evalualion? (i ves, by whorm)} ' v
- Has'the gvaluation been verifled? ! ‘ v
- By whom{internaliy or independent)? | v
15  LEGAL/CONTRACTUAL ISSUES |
- Are there legat implications? v m|
- Has Carporate legal departmentinput-been obtained? | v
| v

- if s0, is the approval sought consistent with the legal
input?

Annexure B_EXCO JCAS Checklist - ICAS SUBMISSION doc STRICTLY CONFIDENTIAL
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1.6 TAXIMPLICATIONS L ]
- Are there tax implications? =
- Has Corporate tax depariment input been obtained? ' v
-l so, is the approval sought consistent with the tax

input?

1.7 CAPITAL PROJECTS N/A Yes No
if the project Is of a capital nat
for the evaiuation of capi

as well.

18 TECHNI ALL E!
- = Ny T i =N . - e e

LHL3 yES )

been verifiad?
tally or independent)?

DEFINITI : ASSESSMENT

B project u z n
diness Asses
es, what is the c Readiness tnhde

DRI} score?
en was the PDR

ECONOMIC EMPOWERMEN PLICATIONS | B
ps the project have EE implicaions? J
Positively increased sp

IENT EQUITY ] .1" _ __ P——
Was due consideration given to employment equity in ]

te!‘ms of the fon(b w
ct team

of submission documentation
- vidual(s) presenting to EXCO

2. ADDITI OVALS

21 NERSA j h? ok
- Is NERSA appréval/ Alregir i
Iur .prowdtki
es,d

- If approvat or consu

and also highlight the time lin , efc.

2.2  PUBLIC FINANCE MANAGEMENT ACT (PFMA) o
- Is any PFMA approval required? t
Annexure B_EXCO ICAS Checkiist - ICAS SUBMISSION.doc STRICTLY CONFIDENTIAL




IN PARTICULAR

23 ARE THERE ANY OTHER APPROVALS REQUIRED? ’: R 1

-  Reserve Bank

- Competition Conimission I

SN

Elhtfzcnmune: lf ;;:‘j {‘j
—— N |
{a';*“""

1st be include

DATE: __/o/S/s003

{i;,

n complied

e Y aMm -
-
t_J ; shﬂnjwsﬂ

NERSAIMYPD 3
(2 yoar period)

Annexure B_EXCO ICAS Checklist - ICAS SUBMISSION.doc STRICTLY CONFIDENTIAL
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"ESKON CORPORATE BRAND POSITIONING
YEAR and AMOUNT INCLUDED IN APPROVED
{Businies plan, MYPD and Budget)

2013 2094 | 2015

2016 | 2107

Tolal

Project cashflows RISOM Ri62M

6 Year Plan

NERSAMYPD
(3 yaar perig

R189 M R204 W

Trans
Act (PFMA)
1. Does the
{please
At |E participation in the establishment) of a company?
A2 {or participation in ﬁqgst&bww new
entity? = = L
B1_ | Participation i

B2 | Pardicipation in‘atrust?

ip?
&_@'ﬂ“ v
B4 | Parlicipation in any ama i

unincorporated joint venture?
85 | A change in the nature of the existing interest in

—oh

R880 M

1, B2, B3 or B4?

C1 | Acquisition of a sharaholding in a company?
C2 | Disposal of a shareholding in @ company?

B6 | A change in the extent of the existing interest in B1, B2, B3 or B47

§4(20
54{2c)

S42c) |
Annexure B_EXCO ICAS Checklist - ICAS SUBMISSION.doc STRICTLY CONFIDENTIAL
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D1 | Acquisition/construction of an asset more than R 500-milion? | 54(20p N
D2 | Disposal of an asset more than R 500-million? S4{20) N
E1 | Commencement of a new business activity? 54(%0) N
E2 | Cessation of an existing business activity? o | 842e) N

NB: A "Yes" answer to any of the above questions (or any uncertainty) requires consulttation with at least the

Corporate PFMA office or the Legal Department to confirm if ministeriat approval for the transaction is indeed

required:

Consuited

Finance

- COMMENTS/ RECOMMENDATIO

Annexure B_EXCO ICAS Checklist - ICAS SUBMISSION doc STRIGTLY CONFIDENTIAL
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From: Pieter Pretorius <Pretor]P@eskom.co.za>
Sent: Monday, 09 July 2012 09:37

To: Kheepe Moremi
Subject: RE: TNA - Eskom Proposal
Hi Kheepe

It is simply not the same, 52 has an infinitely larger and different target audience and surely a different
profile. Added to this Morning Live has a very particular follower which ! don’t believe TNA has.

This is simply wrong.
Regarids

Pieter

From: Kheepe Moremi

Sent: 07 July 2012 05:55 PM

To: Pieter Pretorius

Subject: FW: TNA - Eskom Proposal

FYI

From: Chose Choeu

Sent: 07 July 2012 11:20 AM

To: Wiedaad Taliep; Kheepe Moremi
Subject: RE: TNA - Eskom Proposal

Hi Wiedaad,

Piease let us meet ocnMonday afternoon at Eskom at16h30 to finalise the proposed agreement.

Thank you,

Chose

From: Wiedaad Taliep.[mailte: WiedaadT@tnamedia.co.za]

Sent: 06 July 2012 03:22 PM
To: Chose Choeu

Cc: Nazeem Howa

Subject: TNA - Eskom Proposal

Greetings Mr Chose,

As discussed with Nazeem, please find below The New Age Praposal:

The 49m initiative is a campaign that speaks to South Africa as a nation. It appeals to all South Africans to take both
the right and responsibility of access to basic services to heart. Electricity is the lifeblood of a nation — our economic

success and growth; our personal standard of living and the future of our nation depend on our attitude towards

responsible electricity cansumption,
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The New Age Business Briefings have received unprecedented success — amongst business leaders and also amongst
ordinary South Africans. It is a forum and platform that aims to bring policy and decision makers to the people. It
creates the opportunity for everyday citizens to not only pose questions ta industry leaders, but also to understand
what the impacts of our actions are on our country’s future,

The New Age remains committed in both our editorial positioning and actions as a newspaper that wants to make a
difference. To make a difference in the way we portray our beautiful country, and also in the way that we solve
problems. Problems are best solved by keeping our ideals on the end results of what it is we want to achieve. The
New Age Business Broefings thus serve as the ideal patform for Eskom to do just that — getting a nation behind the

ideals of our end result — a secure future!

In order to achieve this, The New Age has put together the following proposal to replace the lack of television
coverage as agreed between us:

Advert

Date

 Recurrence

Rate

| Total ex Vat

Loading

i

Print Advertising

18-Jul-12

-
R 314.00

JR 542 592.00

R 162 777.(

Pre - event
advertising

10 to 16 July
2012

5|R314.00

R 125 600.00

R 37680.(

Post Event
advertising

18 to 24 July
| 2012

R 314.00

R 37680.(

R 125600.00

R 793792.00. | R238137.
= R L | 1031929.6(

* VHE mﬁ ,f"-ms“_\,,
2 BUSINESS E
BRIEFING %@ff

P d
BRIEFING

brings

Lindiwe Mazibuko
Parfiamentary Lecder u[‘fllla‘m
Date : 252012 e
CED of S4FA 06n30-09h30 T ENONR0
- . Cape Tovn

Sandien i
-l S B el SR

2ty 20172

Eefore printing this email, think abeu

1. This message and any attachments are confidential and intended solely for the addressee. If you have received this
message in error, please notify the sender and the systems manager immediately. Any unauthorized use, alteration or
dissemination is prohibited.
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2. Please note that any views or opinions presented in this emaif are solely those of the suthor and do not necessarily
represent those of TNA Media.

3. TNA Media, including any one of its subsidiaries from which this message emanates, accepts no lability whatsoever for
any loss whether it be direct, indirect or consequential, arising from information made available and actions resulting
there from,

4. Please note that TNA Media and all its subsidiaries only bind themselves by way of signed agreements. 'Signed' refers
to a hand-written signature, excluding any signature appended by 'electronic communication' as defined in the
Electronic Communications and Transactions Act, no. 25 of 2002.

5. Finaliy, while TNA Media attempts to ensure that alf email is virus-free, TNA Media accepts no liability for any damage
caused by any virus transmitted by this email.

Disctaimer added by CodeTwo Exchange Rules 2010
www._cadefwo,com
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AR T S

van def& Merwe

Hgsociates incorporated

Attorneys ® Notaries ® Conveyancers ® Prokurcurs ® Notarisse ® Aktevervaurdigers

Our Ref; MR J SCHALKWYK/Id/TNAOOS
You ref; THE MEDIASHOP (PTY) LTD

Date: 10-09-2042 URGENT
t The Media Shop {Pty) Ltd PER EMAIL: sean.clarke@mediashop.co.za
: 138 Kelvin Drive

Morningside

2057

Dear Sirs

TNA BUSINESS BREAKFAST: TNA MEDIA (PTY) LTD / THE MEDIA SHOP (PTY)
LTD

With reference to the above mentioned matter.

We hereby confirm that we act on behaif of our client TNA Media (Pty) Ltd in this matter
and address this letter 10 you on their behalf.

We confirm that you are due and indebted to our client in the amount of R4 771 616.76,
being in respectiof services rendered on your special insistence and request interms of
an agreemeht.eoncluded between our client and The Media Shop (Pty) Utd.on.or about

13 April 2012.

Paragraph 5 of the aforesaid agreement concluded clearly states that The Media Shop
will make payment of any amounts due 1o’ our clientiwithin 45 (FORTHY-FIVE) days
after receiving an invoice to the effect. Our client furnished you'with an invoice in terms
of the agreement on the 18" of April 2012 in the amount of R 8 191 616.76 and have
you subsequently made payment to our client in the amount of R3 420 000.00.

Drivectors / Direkieure: Gert van der Merwe (BLC LLBY, Pieter van der Merwe {LLR)
Assisted by / Bygestaan dewrs [z van der Merwe (LLB), lanie Loots (LLB), Marike Piennar {B.Com, LLB), Scophan Deetles (LLBY,
Johaon Schallowyk {LLI) (Midran:l)
Regr not 2008/01 5008/21
Street & Postal reldress / Stragt- & Posadres;

lvystraat 4) Ivy Street, Clydesdale, Pretoria, 0002

Ted: (012) 848 5432 ® Fax/Faks: (012) 843 5135
Abso ar/Unk e Midrand
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Our client now therefore formally requests payment of the outstanding amount being
R4 771 616.76 within 7 (SEVEN) days after receipt of this letter.

Demand is therefore made upon you in terms of Section 345 of the Companies Act, 61
of 1973, as amended, that you, within 7(SEVEN) days, calculated from date of receipt
by you of this letter, pay, or secure, or compound for payment of the aforementioned
sum to the reasonable satisfaction of our client, failing which you will in terms of Section
344 F of the Act be deemed to be unable.to-pay.your debts and be liable to place under
compuisory liquidation by order of the High Court of South Africa.

The time period specified in preceding paragraph is not be construed as a waiver of any
of our client's rights te proceed against you, prior to the expiry thereof, or to launch the
contemplated appiication on any of the grounds which might, in the intervening period

present themselves.

We request that you furnish our offices with a copy of the proof of payment indicating
payment to our client of the aforementioned amount due and owing by sending a copy

thereof to luey@vdmass.co.za .

We further-take this opportunity to mention that should you fail to make payment of the
amount mentioned herein above you will be liable for any costs incurred by our cfient in
its attempts to recover the amount due and cwing.

We trust you find the above in.order and confirm that our client's rights remain strictly
reserved.

Yours faithfutly

A
VAN-DER MERWE & ASSOCIATES

J,.a_i‘\fliéirand Branch
7" Per: J Schatkwyk
lucy@vdmass.co.za
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—
From: Pieter Pretorius <Pretor)P@eskom.co.za>
Sent Tuesday, 01 October 2012 10:56

To: Rohan R. Hiles

Subject: FW: The New Age / The MediaShop

From: Sean Clarke <Sean
Sent: Tuesday, 01 Oc

Hi Pieter
Herewith a
Kind regard

Sean

Sean Clarke I::::I

Operations Diector ,F I;I" .||1' T E Ii:| t:.:;'

T:+27 {11) 061 0338
C: +27 (83) 326 2461
E: Sean.Clarke@ParkAdvertising co.za

From: Sean Clarke

Sent: 12 September 2012 20:20 PM

To: Nazeem Abrahams <Nazeem . Abrahams@mediashop.co.za>

Ce: Wiedaad Taliep (wiedaadt (@ tnamedia.co.za) <wiedaadt@tnamedia.co.za>; Laiza Zikalala
<Laiza.Zikalala@mediashop.co.za>

Subject: The New Age / The MediaShop
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Dear Nazeem

| certainly hope after today’s meeting with Chose Choeu and the rest of the Eskom team that we can get
our business dealings back onto a normal trading basis. Firstly regarding the new contract. Once you have
agreed with Eskom the costing please forward the draft contract to me for review. Please note that | will
be travelling overseas on Saturday morning so if | could get the draft by Friday morning first thing | would
appreciate it. There are a few basic principles that are important to the agreement which | would think
appropriate to note in advance so as to speed up the process of approval.

And now rg z the [e ttornes,:g. The facts are as follows;

As with the revised agreement | received recently for the second contract please ensure that The
MediaShop’s role as Eskom’s media agency is adequately covered.

Please also ensure that the payment tegm 45 days as per normal media industry
terms, i.e. that The MediaShop i

MediaShop will bi V ar ac A s payment to
TNA Media o : 3 K d T hop. Should
TNA Media agre ny case) then

diaShop will make payment on the 15% at 45 days. ; a that The
iced in advance of the BB being held as this will

g~
signed the original agre_enﬂ;n .
d on the contractiis that p date of invoi

reement that TNA Media wouldiraise a single invoice for the entire

the contract for the sMa ts with associated meg e to

cl vat). This amount did include agency commission of 16.5% as'eo 3
by you. The MediaShop would therefore deduct agency commission of 16.5% from this amount

when making payment.
To date five kfasts ha@ﬁhe dates The Mew record E%:il\pril, 14t
May, 28t r#l.i'}ul\,! and 3" September with one BB still to be held. We are
has been co

a if a date
P‘EE not for this sixth B8. ﬁ;_
TNA Invoiced The__mfeﬁdi.;hop for the ewm April on invoicb&ﬁb

2300000061. Theva the invoice being R7,185,628.74 excludin vaﬂ;lll.
To date The Media$ has m the following paymentsto T fa;

o R1,140,000.00 was pzdg: the 18% ) he fi B’ﬁ' s held on the 16™ April. This
payment was in fact 3'days late SF.F) iscom ication at the time between various
individuals.

o A payment of R2,280,000 was made on the 20™ June for the second and third BB held on
the 14" and 28" May. Please note that the due date for the payment of these two BB was
in fact the 15" July, i.e. 45 days from the end of May. The MediaShop however paid these
two BB amounts early as a sign of good faith because of the problems experienced with the
first payment and the original communication mix up.

The fourth BB was held on the 315 July and the payment for this is due on the 15t September. This
payment will be made this Saturday the 15" September as per normal media industry terms.
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+ The fifth BB was held on the 3 September and this will be paid on the 15" November as per the
correct 45 day terms.
¢ The sixth BB has not yet been held so no payment is due for this event.

On the basis of these facts The MediaShop is not behind on payment as per normal media industry
standards and as per standards accepted and understood by our client Eskom. The fact that TNA Media
chose to bill The MediaShop for the entire project in April is of no concern to either The MediaShop or
Eskom. Therefore the letter dated 10™ September from TNA Media attorneys demanding payment in the
amount of R4,771,616.76 is rejected as factually and legally incorrect and without basis. The MediaShop
does not wish to engage in legal proceedings and therefore requests that TNA Media withdraw this threat
of action after due consideration of the facts noted above. We therefore request that a formal letter of
withdrawal of action is received from TNA Media attorneys by close of business on Friday afternoon the
14 September 2012 otherwise The MediaShop.ui haice but to oppose the action and proceed

with appropriate legal action in respo

| sincerely hope that we ca
facts. | am looking forwa

Yours sincerely

Sean Clarke
Operations
The MediaS

o

This message, s, is intended solefy for the named addresses and may contain legally privileged and ¢ (8
andfor copyright material of Park Advertising or third parties. Reading, printing, distribution, storing, commercialising or acting on this transmission
or the information it containg, by anyone other than the addressee, is prohibited. If you have received this massage in error, please destroy all

copies and notify the sender by phoning +27 11 258 4000 or by replying to the email. Park Advertising is not responsible for any changes made to
a document, other than thase made by Park ) Id only re-transmit, distri ialise the material if you are authorised
to do so. Park Advertisinfﬁﬁlls ng liability for whether caused by neglig from this 8-m

NB: This Email and its cﬂﬁ;:::.'.

ﬁf subject to the FSkEM Holdings SOC Ltd EM.SEJ AL NOTICE
iscl

.elsfu .:?zafPagestmai !_Legal_Spam? er.aspx

which can be viewed at hitp:
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-
From: Pieter Pretorius <Pretor)P@eskom.co.za>
Sent: Tuesday, 01 October 2019 10:56

To: Rohan R. Hiles

Subject: FW: threat of legal action from The New Age

Operations Director

Phone: +27 (11) 061 0339 'q_:r q
Fax: +27 (11) 2584103
Cell: +27 (83) 326 qarf'

E-mail; Sean.Clarke@Park

From: Chose Choeu [mailto:Choeu
Sent: 18 September 2012 15:52 PM
To: Sean Clarke <Sean.Clarke @mediashop.co.z
Ce: Pieter Pretorius <PretorJP@eskom.co.za>; John Mcardle <McArdl «.eskom.co.za>; Laiza Zikalala
<Laiza.Zikalala@mediashop.co.za>

Subject: RE: threat of legal action from The New Age

Hi Sean,

Apology for delayed response. I have and are engaging with TNA on this matter. I just had a meeting with
TNA and are soon to reach an amicable solution.
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Best regards,
Chose

---—QOriginal Message-----

From: Sean Clarke [mailto:Sean.Clarke «imediashop.co.za]

Sent: 16 September 2012 10:12 PM

To: Chose Choeu

Cc: Pieter Pretorius; John Mcardle; Graham Vivian; Laiza Zikalala; Chris Botha: Kheepe Moremi
Subject: threat of legal action from The New Age

Dear Chose

The New Age has not agreed to withdraw its pending legal action against The MediaShop. Unfortunately
The MediaShop is left with few options and therefore appeals to you o assist with the threat of legal action
by The New Age against TheMediaShop. At our meeting at your offices on Wednesday where the letter
from TNA attorneys was discussed it was agreed that a settlement was required and that this Te gal action
was not needed. Nazeem and:I'subseéquently also met to discuss this legal action. As agreed.at that
subsequent meetinga detailed email présenting the facts re payments was sent toiNazeam confirming what
payments The MediaShophasialseady made to TNA and what payments would still be made for, the
outstanding Business Breakfasts.

A request was made.of The New Age that by close of business on Friday that their attorneyswould ¢onfirm
in writing that the threat of legal action would be withdrawn after due consideration of the facts:as
presented. Unforfunately The New A ge has not instructed its attorneys to withdraw this pending action
threatening liquidation of The MediaShop. The MediaShop is therefore now forced to prepareifor a defence
of this impending legal action. We therefore request that Eskom please intercede in this matterwith The
New Age as this dispuite is not of The MediaShop making. The demands of payment being made by The
New Age are notacceptable to Eskom and therefote The MediaShop cannot be prejudiced as a result. The
MediaShop hasialways stated that payment will be made to The New Age should Eskom choose to pay in
advance, and this option has clearly beenltgjected by Eskom.

We request therefore that because of your close relationship with The New Age that you assist in The New
Age withdrawing this legal action against The MediaShop.

I am currently overseas.but I am available oa'my cell phone at all fime so please¢all me should you require
any additional infopmiatign.

yours sincerely

Sean Clarke
Operations Director
The MediaShop

Sean Clarke

Mobile: +27(83) 326 9461
Tel: +27(11) 258 4003
Fax: +27(11) 258 4103

sent from my iPad
B R R R R R B R R S R R B R R

2
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This message, and any attachments, is intended solely for the named addressee and may contain legally
privileged and confidential information, and/or copyright material of The MediaShop or third parties.
Reading, printing, distributing, storing, commercialising or acting on this transmission or the information it
contains, by anyone other than the addressee, is prohibited.

If you have received this message in error, please destroy all copies and notify the sender by phonin g +27
11 258 4000 or by replying to the email.

The MediaShop is not responsible for any changes made to a document, other than those made by The
MediaShop. You should only re-transmit, distribute or commercialise the material if you are authorised to
do so. The MediaShop accepts no liability for loss or damage (whether caused by negligence or not)

resulting from this email.
B R R R R R S R B B A R S R

NB: This Email and its contents are subjeg td EMAIL LEGAL NOTICE

which can be viewed at hitp://www a/Pages ﬁ
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ET HE RAEDIA SHOP (PTYILTD

hjf.edh Shop {Pty) LTD herein represented by
he being duly authorized h e:e!; aan i ri [
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Overview
This document confirms the commitment for tha provision of advertising space in The New Age

newspaper and sponsotship of TNA Media {Pty) LTD business briefing breakfasts
betwean THA Media JPty} Ltd and Eskam (Pty) LTD and The Media Shop (Pty) LTD

Bvent sponsorship

advertisamant ¢
f social media
s on ail Invitations

asts to be placed at main table

or speech from podium before key note ;dd.ress
| |
3 LTD ungdertakes to ensure attenda n!ueﬁ avents through reasonable ticket

afe @hles, and iadividuals), and wili organise al! logistics in a manner befitting the
established profile of the Business Breakfast, the stature of the speakers, and the sponsors exacting

standards, ﬁ =
TNA Mal}ﬁ is solely responsibie for alf issues refating to the broadcast partner SABC E-Ll'
st g air on ESKOM Hgldings SOC LTD and The MediaShop (Py)LTC tn ﬂlz%

SAEC 2
‘non-performante arising from the executionof the Business Brealdast. ‘;III.

TNA Btadiz (Pry] LTD undertakes to secure angd mang| kers iti & wilf nottfy ESKOM
Holdings SOC 170 of confirmed speakers ¢ ks Brior to each Business ast. inthe course
iz | ESKOM Holdings 50C LTD timeously to

of planning the spezker Ime-up, THA Med shallin
sasist ESKOM Holdings SOC LTD in planning their respective 'stakahoider communigations.

4, Breach.
| b
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ESKOM Holdings 50C LTD and The Medla Shop [Pty) Lid shall be entitled to termingte its relationship
with TNA Media (Pry} LED by writtan notles If —TNA, Media (Pty) LTD comenits sny material breach of
s material obligations uader 2, Event sponsorship comimitment, and fails to remedy that breach
within 21 {twenty ane} days of Tt being given wiitien notice 1o do so; THA Media {Pty} LTI is wound
up In any of the crcumstances contemplated in Sections 344 andfor 345 of the Companies Act, No.
&1 of 1973 {as amended); any person or enfity successfully institutes any procepdings for the
winding4p or judicial management of TNA Medis (Pty) CTD, of any sirviilar proceedings, {including
any bankruptcy proceedings). TNA Mad ed to terminate its relationship
with the ESKOM Holdings ftren. ootice i - ESKCHM

<! I
eifod 1st Movember 2012 — 31 March

commitrmaent on behall of ESKOM { ¢ f Y LTD has the
ujred autharity and has keen mandated brthE FSKOM {PTY} LTD & THE MEDIA SHOF

} LTB 1o enter into sament on 15 behatf.
b ERTY) LT & THE MEDIA SHOF {I!! !m mants t!a!jt has ma‘_:s this commitme

arily on its own volition.and has not been induced or influeaced n'any manner fo
50 3 a result of any represetations erwarranties made by TNAMEDIA {PTY} LTD tio Esko
{Pty) LT or The Media Shop {Pty) LTD or to any person adting on the latter's behalf.

= ¥

0 ___2._ _____on'mis_-jﬁ{day of _N& yﬁn"’%m

SIGNED

TJM f_'(-.,’ ‘1 / — el L :
ame. i < i % Z"uél/wé!
L . EI hﬁ. For The Meadia Shop

/Nazeem Hows

For TREA MMEDIA (PTY) LD,
{PH}LTD
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AGREEMENT




BACKGROUND

1.

TNA Media was established in June 2010 and released its first publication, The
New Age on 6 December 2010. The New Age is the only fruly South African
newspaper. in addition to its mission of being Proudly South African, with its
positive positioning around the future of our country, The New Age Is ideally
positioned to partner Eskom in disseminating its message to ordinary South
African’s across the length and breadth of South Africa. It is also the oniy
newspaper o dedicate spacific space to sach province every day, and copies are
distributed daily in each of the provinces containing content generated by staff
based jocally.

Eskom wishes {o participate in the aims and otjectives of TNA Madia (PTY) LTD
through the sponsorship of the business brisfings.

3. The parties have agreed on the lerms and conditions applicable to such

sponscrship, which agreement the parties wish to recard in vaiting.

IT 1S THEREFORE AGREED AS FOLLOWS:

1 DEFINITIONS

11, Clause headings are for convenience only and shall not be taken into
account when interprefing the agreement,

1.2. Unless the contract indicates the confrary, any expression which
denotes

1.2.1 The singular shall include the piural and vice versa.
1.22  Anygender includes the other gender.

1.3 When any number of days are prescribed in this Agreement, same
shail ba rackoned exclusively of the first and inclusively of the last day,
uniess the last day falls on a Saturday, Sunday or public holiday, in
which case the last day shall be the next succeeding day which is not a
Seturday, Sunday or pubfic haliday.

1.4 . When figures are retemred to.in-numerzls and in words, if thers is any
conflict batween the two, the words shalt prevall,

1.5 Unless the context in, the agreement clearly' indicates 2 contrary
intention, the following expressions shall bear the meanings set out
below: -

1.5.1 “The Agreement” means this agreement including all annexures;
aftached from fime to tima and signed by both parfies.

1.5.2 “Effective Date” means 1% of May 2014;

2
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16.3 “TNA Media ~ shall mean TNA Media Pty Ltd, a company duly
incorporated in accordance with the company faws of the
Republic of South Africa, registration number {2010/006669/07)
with its office at 52 Lechwe Street, Corporate Park South,
Midrand, Old Pretoria Main Road, Midrand 1685,

1.5.4 “Eskom

Holdings SOC Limited, a company

This Agreemeni shall commence on the Effective
conMuﬁora ﬂnlo_d of 3 (three) years and terminate’

3.4

32 TNA Mﬁ will manage be markeling caw and activiies q
busir

3.3 TNAMedia will in consultation with Eskom decide, on all gues
speakers for the business briefing. TNA Media wil) deiemme the dates,
times, and venues for the activities of the business briefing events

oy = T o
..l':_.- In congideration for the rights granted in terms of this a

shall edaa g ntof R 43, 200 Uﬁ
ree Milfion, Two H and Rand aniy),
{:ﬁ:::“ briefing events, at the cost of R 1, ne Hﬁon
and Tﬁmousand Rand oﬁ ﬁl‘ 5| nsorshlp fee.

4.2  The spensorship fee shall be payabte as follows:

421 An smount of R 1.200 000 (One Miion and Two Hundred
Thousand Rand only) for each business brisfing event and with

| Y
&% w

4
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each payment of R 1.200 000 (Cne Million and Two Hundred
Thousand Rand only) payabie within 30 (thirty} days after each
business briefing event and receipt of tax inveice,

4.3 The sponsorship fae shall be paysble, by Electronic Funds Transfer

 used to effect payment:

6 INDEMNITY AND LIABILITY

6.4 Wmm that during m Agreeng:::.n’.
of

6.1.1 It will take all necessary steps to ensure that no ¢

#::_:'I. . ﬂs oﬂimals, volunteers, agents of nominees will

the “=name or wil b :
dhrepute edia mdemnl inst ary
imn and msts payable due to n r fauit of TNA
s, voluntesl ornl and arising
ou f W t by T% fights of others.
6.1.2 It q a and all miatters relating to the

advert:smg, proimofion and participation by Eskom in the
business briefings,

8.3  Eskom undestakes during the currency of this Agreement that: j




€.3.1 1t will taka steps to ensure that no act by any of its employees,
representatives or nominees will be detrimental or harmful to the
husiness briefings events or will bring TNA Media into disrepute.
Further Eskom indemnifies TNA against any claim due to
negligerce or fault of Eskom, its employees, representatives or
nominges arising from the mtnngement of the rights of others ;
and

6.3.2 it will act in good faithi and support all maiters relating o the
activities of TNA Media associated wilh the business briefings.

TRADE MARK

7.1 TNA Media shall not use any Eskom trademark, symbel, iogo or design
get up or branding without Eskem's prior written consért. Eskom hereby
grants to TNA Media revocable and non-exclusive approval to use is
name, logo and any other artwork or other items of intellectual property,
‘which Eskom may make available 0 TNA Media for the PUpOSEs.
described in this agreement, I any and all miedia. The approval is valid
for the duration of this agreement and may ba revoked at any time by
writtart potice fram Eskom to TNA Media.

7.2 The revocation of the approval referred to in 7.1 ahove shall apply
prospectively to future use and/or publication of such matérial, bt shall
not apply to any material aiready published andfor printed.

7.3 The approval herein shall survive the termination of this agreement in
relation to.any published and/or prinled matarial that exist at-the time of
such termination.

7.4 TNA Media shall rot be entitied to cede, assign or i any way, avail the
approval granted in terms of this clause to any third party without Eskom's
written consant.

7.5 All intellectual property sights of any nature whatsoaver whether capable
of registration or not {whether registered .or notj in the Eskom name:
Eskom marks, logo, image and all other matters relating {0 Eskom shall
remain the sole property of Eskom and TNA Media shall not acqtire any
fight in relation ta.sugh intellectual property

CONFIDENTIALITY
The parties agres that all detfails relating to the sponsorship by Eskom in

termz herecf shall remaln corifidential and shall not be made known unless
Eskom gives written conssiit.

P

N

G W
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9 BREACH

9.1 Either party shall be entited to cancel this Agreemsnt in the event of the
other party being guilty of a breach of any of the terms of this Agreement
and failing to remedy such breach within 14 (fourteen) days of having
been.called upon in writing by the other party to do so.

& arkeﬁng campangn be

Madia shall not be responsible for

maﬁ of the business briefings in_the
cancalldﬂon_ S ¢

CESSION
11.1  Nsither pa% he an! delegate any of H;s_

obligations (including Nabiliies) under this agree
person without the written consent of the other party.

nding the above, EsK en notice to the

I.l_||-l' cede and delsgate i obligations under

reément to any of its subsidiaries uranyof its present

#r' divisions or -operations which may be converied int0"separate

legal entities as g result of the restructuring of, therglactrical
supwwmstﬂbutmi

i‘i’m ope
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12 TERMINATION

12.1 Notwithstanding anything o the confrary set out in this Agreement, either
party shall have the right o ferminate this Agreement by nolice in writing
1o the other, within 15 (fifteen) of the date upon which it becomies awate
of the occurrence of the events, if:

121.1 the ther aclared banknupt of , or go into

A (otherthanforme

respect of the whole or part of its assels
make any voluntary anangemem or it
creditors generally or any similar actions &
enforced against either party.

132 The parties shall within 30 (thirty) days of the nolice referred o above
agree on a person or persons {o act as amitrator in the matier.

r"-.r 13.3 In the parties ara unabl
of the date of the notice
rl";_-' an event either party may in writing request that the Pre of the
...._ill. Afbitration Foundation of Southern Africa (AFSA) a e
trator to m

dings shal be held ataven ﬂ'aeareaof
Joh or Pre’m;ia and unle y the parties,
Eliths ?I ures detenmined by
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13.5 Unless the parties agree on terms of reference, procedures for the
atbitration and any other matter relating to the arbitration within 14
{fourteen) days of the appointment of the arbitralor, a meeting shall
forthwith be convened by the arbitrater with the parties to:

13.5.1 Determine the terms of reference for the arbitration;

13.5.2 Determine the

| Collin Mafiila
E-mail: MatiiMC@eskom.co.za
Wehsite: www.eskom.co.za

Midrand
Postal address. 5728 Halfway House, Mi
Attem:an. lazeern Howa

nazeemh@tnam

5"MTE““‘"‘E‘:‘¥:

14.2 Anhy notice requived of permiitted to be given undar this Agreement shali
vie valid and effective only if in writing drid shall:
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14.2.1f dellvered by hand be desmed i have been duly received by
the addressée on the date of delivery;

14.2.21f posted by pre-paid registered post be deemed o have been
duly received by the addressee on the 7% (seventh) day
following the date of such posting; or

14,2.3 If succes

o physical address and such change shal ke effe
g?emhldayag_emedmofmmbymepamwh
ce .

15.2 Na addition to or variation ¢f, or agreed canceliation of this A

shall bewof any force or effect unless in wiiting and signed
behalf i

15.3 No relaxation or indulgence which any parly may grant fo any o
shall conslitite a waiver of ihe rights of that pasty and shall preciude
that party from exercising any rights which may have arisen in the past

r"r;"15.4 53 t shall be govemned by the

s _ Repumicgw
F-' Africa. 1::_
_.-N'gé::f he parties shailintheir dealings.with each other dl-sF‘::lﬁ'.Bﬁ faith.

STATE CAY

signed at . MDEAND | onthis 0. dayof A‘%’L’ 20.1L¢

AS WITNESSES: /
>/
Qfg "
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Sizwe
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06 Novembear 2014
AUDIT - M_'WISORY FORENSICS

Ms Bajabulile Luthuli

Audit and Risk Committee Chalrperson
Eskom Holdings Soc Ltd

Megawatt Park

Maxwell Drive

Sunninghill

Sandton

Dear Ms Luthufi,

REPORT: REVIEW OF THE PROCESS UNDERTAKEN IN AWARDING THE SPONSORSHIP
CONTRACT TO TRA MEDIA (PTY) LTD {*TNA MEDIA")

Attached hereto please find our report in respect of the above mentioned rmatter.

Our 7eport is sat aut under the foliowing headings:
1. Background and mandate;

Qualifications and Limitations:

Procedures pérformed;

Findings and conclusions; and
Recommendations.

VR e

should you require further informatian, please do not hesitate to contact Vusrmuzi Masilela
on {086) 1176782 or 071 889 2245,

Yours faithfully,

Vusmuzi Maslela CA {SA)
Director: Foransic Services & Specialist Forensic Accounting Leader

SizweNtsalubaGobodo Advisory Services (Pty} Ltd

Email: vusmuzim@sng.za.com
L. 1Y
B HEAD OFFICE
20 m Strvigt East, Woorkoead, 2156
Pt o 2939, Saomeoht; 2192
- Teb27 130 31 0500
Fam +27 401 11 234 0033
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= ummawmnsmwdm«mma«hummmm »
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LIST OF ANNEXURES
| Aonexure1” | Capy af fetter gfensasgmeﬁt dated 1§ August 2014 Between Eskom and NG |
 Annexure2 | Copy of contract dated 30 April 2014 between TNA Media and Eskom Version g |
Aniigkure3 | Copy of Delegation of Authority Pollcy dated 3 june 2013
1 Ann exure 4 ‘Copy of Procurement and Supply Chain Management Procedure appraved on 19 }'
y May 2014 o
' Adrig ' 5 Cgpyoﬂfracurementaad Supph;@akrManagemant Pohcyappmved on 19 May :
Annexire 6 copy of minutes af the special EXCOPS meetmg dated 9 Semember 2013 "
P i ST Chpyif suﬁmﬁsitm’tb EXCO. dated xgm 20Mﬁ1 respecmf Eskorn Smnsnrsﬁtp '
5 1 . B mm ﬁm ..... i X
 Annexidra®. . | COBYOF submission to EXCO dated 30 July 2014 1n respect of Eshom Spansorship !
e ~ | PracticeNote =
Anpexured. .| Copy of contact dated 30 Apil 2014 between ThA Viedia and ESkam Veriion g
Annoxm 10 \ Copies of emails between Legal, Corporate Affairs, CE's offlce and TNA Mecﬂa
. | relating £0 the sponsorship confract _
iy ™ royi | Copyofsubmissian dated 5 Aprit 2@14addressn¢:othem: naatjsrahy MrChoes
T Mrespewgmmw Business Bdﬂﬁn&mk{'ﬁst !
A re1z | Copy of 3 report addressed to: Adv Madonsela by Mr Du Plessis dated 19
oo | November 2013 as well as annexures thereto 1
mﬂe .'.1-3 | Copy of EXCO Btfi(d«l‘rogmmme Review mbmmmitm TOoR approved op 3 '
= |Octgbier2013 . i :
| Anmure 18 _Copy of undated and uns ned MANCO terms of referenc.e .
15 | Copy &f unsigned submilssion dated T February 2003 addressed Enterbnsa J%
13 mu = ' . Bevelopment to EXCO with regards fo Sponsorship Eramework _
A _ 15 '| Coples of revised sponsorship budgets of Group and Divisional executives fnr '
2014/2015 finandial alyear
Armemne-ﬂ Copiles of [etters dated 9 Apriy 2014 addmssnd by Ms Johhson to varlous_ :
2| Disiomal Exécutives requesting them to tonsider reducing theltbudgets |
Annamu'e 18~ |i€opy of memorandum dated 23 fuly 2014 addressed by Ms Dhiomo to Mr |
i Venner relating to the approval of the revised sponsarshipbudgets ,
] 19 | Copies of letters dated ¥ Juhe 2014 addressed by s ﬁhl'bmutowrﬁaus'
’“""”‘m | Bivislonal Brecatives wmmmmr&m gdhgiderreduciag thalr budeats |
{ Annexure m' | Copy of emall correspondence dated from 13 July 2014 to 12 September 2014 :
___| between Ms Diamial, Mr Mdakane, Ms Doubelland Mr Le Roux
m - Clspy of power} pﬂmmmmmﬁ?mmwmﬂ ﬁﬁl&d "“Eskom'snefemm ;
“"“""“* |ofmwporby” - . |
Annexure 22 Copies of three (3} i invoices from TNA Media totailing R3.6 million (Ri 2 mtliiou
| b eacb) for the bug_lneqs bﬂeﬁ_gigertaimngto the contract under review
| Annexpre 38 | Sponsorship Policy dated 15 Augnst 3013 =
- \ Memorandum dated 26 August. 2014 from Mr Adam respcnding toa dlscussion :
Annexuse 24 | he had with the CE-on whether the TNA Media transaction cou'd be classified as |
' an investment orsponsorship =R :
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Review of the process undertaken in awanding the sponsorship contract to TNA Media (Pty}Led

GLOSSARY OF TERMS AND ABBREVIATIONS

11  The follewing terms and abbreviations apply throughout this report:

Tems and abbreviations: _
[ Adv IAdvocate i —
BEE | Black Economic Em) _powerment L g
|Board | Eskom Board of Directors =~
|BPR _Exco Build-Frogramme Review suh-committee
1 CE J/CEQ Chief Executive /Officer .
DCF Delegation ConsentForm " = 7
D& | Divisional Executive T '
[ +Development Finance Institution .. i
ESDEF Eskom Development | Foundatson B
_Eskom [ EBskomSOCitd =~ . -
EXCO Executive Committee .
|LEXCOPS | Executive Committee Procurement Sub-Cornmittee
TFD 1Finance Director 2 e
FE  Finance Executive . o
GE_ = Group Executive
HR . Human Resources
JCAS Investment and Capltaf Assuranee Suhcommittee
LTD | Limited — .
'MANCO _ 5] Management Committae : = ' _
MYPD3 " | Mult} Year Price Determination N -
"NERSA | The National Energy Regulator of South Africa
PFMA Public Finance Management Act, Act 1 of 1999 __
 PPPFA -k Preferential Procurement Policy Framework Act, Act5 of 2000 :
PR | Purchase Requisition B ]
| PTG, -;EPmcuremntTender Committee : I
| Pty | Propriety. .
SAP | | Systems, Applications & Praducts ey
1SCM __| Supply Chain Management B
‘SNG _| SlaweNtsalubaGabodo AdwsowServims fPty) l.td
$OC | State Owned Company _ )
TNAMedm' _ | The New Age Media ( Pty) Ltr.l
“TOR {Termsof reference i
{vAT | Value added tax -
s
"PRIVATE AND CONFIDENTIAL . PageSof2d
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individuals
Adv Madonsela | Adv Thull Madansela Pubﬁ: Pratector South Africa
ME A&ani B | .':;a !\?obammed Adami: Divisional Executive, Regulation &
 Mr Chosu  Mr Chose Choeu: Divisional Executive, Corporate Affalrs
[MrDames [ MrBrian Dames: Chlef Executive L
[MrDhlomo | Mr Phumi Dhlomo: Senior Manager, Marketing Services 1
:}'yr Du Plessts | Mr Willie Dy Plessis: General Manager {Legal 2gal Specialist) |
{ Mr Kannan Lakmeeharan: Acting Group Executive, Technology
r laltmehar;n and Commercial = i
| MrieRoux || MrPieter Le Rour: General Manaler, iject Sourcing
Mriiatjila ~ | Mr Collin Matjila: Former Acting Chief Executive
- Mr Mdakane Mr ThutaniMdakane: Manager, Procurement and SCM.
Mr Phukubje . | Mr Malesela Phukubije: Company Secretary
MrTsholanks | Mr Neo Tsholanku, Head of LegalServices ~ =
Mr Venner M Wayne Venner; Senior Advisor Secretariat o
Ms Dlamini | Ms Phitile Dlamini: Junior legst Advisor, Corporate Affairs
‘MsOoubeli | Ms Grietjie Doubell: Senior Consultant, Projsct Sourcing ,DF
IMsJolnson | Ms Erica Johnson: Group Executive: Enterprise Deveiopment
|.Ms Koor ‘Ms Fehmidah Koor: Chief LEEE Advisor
Ms Malefo _ | Ms Tsholofelo Molefe: Finance Director |

Fa
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Review of the pracess undertaken in awarding the sponsorship co_ntra‘ct to TNA Madia (Pty) Ltd

B BACKGROUND ANL MANDATE

1.1 We understand that Eskom entered into a contract with TNA Media on 30 April 2014
and that the contract was signed by the former acting CE, Mr Collin Matjiia,

12 in terms of the letter of engagementtlated 41 August 2014 (Annexure 1) between

Eskom and SNG, the Audit and Risk Committee of Eskom reguested SNG to conduct

a review of the said contract entered into hetween Eskom and TNA Mediz, In order

to:

{a) Determine whether the SCM process deseribed as per the PFMA and ali
relevant preseripts have been followed in awarding the contract;

{b} Determine whether delegations of authority were adheredito i awarding the
contract; and :

{c) ODetermine whether there were any deviations and whether these were
approved in fine with the relevant prescripts. -

13 Based on the findings, SNG is to recommend sppropriate corrective action to be
considered by Eskom,

P
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Review of the process undertaken In awarding the sponsorship contract to TNA Media [Pty) Ltd

2.

21

2 "2

23

2.4

QUALIFICATIONS AND LIMITATIONS

SNG was not required to, and therefore did not undertake an audit in terms of the
International Standards on Auditing. The scope of SNG's wark was limited to a review
of the documentation and information provided to us during the course of our
review.. SNG has not authenticated.the relevant records and documentation

provided to us.

The purpose of SNG's farensic review was to consider and review the available
documents, financial records and other relevant information obtained during our
review and uitimately to prepare a report on the factual findings in relation thereto.

SNG has atterpted to include all information relevant to the execution of our.
marndate. However, it is possible that documents and information exist which have
not been made available to us or that SNG was unable to locate. Any documents or
information brought to our attention subsequent to the date of our fleldweork which
could affect our findings may require our findings to be adjusted and gualified

accordingly.

This réport is neither designed nor intended to provide legal advice and/ora legal
opinion and should not, and cannot, be sa construed as such.

This report was prepared solely for the purposes of reparting on our findings to date
to Eskom, No part may.bequoted, referred to or disclusedinwhole or in part, by any

party, without our prior written consent.

PRIVATE AND CONFIDENTIAL e
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Review of the process undertaken in awarding the sponsorship contract to TNA Media (Pty) itd

3. PROCEDURES PERFORMED

31 We obtained and reviewed the foliowing policles, procedures and tegislative
prescripts as part of the review of the awarding of the TNA contract:

a)
b)
¢

d)
e}
f)
gl

Eskom Delegation of Authority Policy dated 3 June 2013;

Eskom Procurement and Supply Chaln Management Policy dated 19 May 2014;
Eskom Procurement and Supply Chain Management Procedure dated 19 May
2014;

Eskom Sponsorship Practice Notes dated 19 May 2014 and 30 July 2014;
Eskom Sponsorship policy dated 15 August 2013;

Eskom Sponsorship framework dated 19 August 2013; and

Public Finance Management Act, Act 1 of 1999,

32 We consuited with the following relevant parties amongst others:

(a}
{t)
{c)
{d}
(e}
4]
{a)
(h)
{i}.

Mr Adam;
Mr Choeu;
Ms Diamini;
Ms Doubeil;
Ms Koor;
Mr Le Roux;

Mr Matjila;

Ms Molefe; and

Mr Phukubje.
(]

3.3 We further obtained and reviewed copies of the foliowing decumentation:

(a)
(b}

(e}
(d)
(e}

{

@

(h)

Agreement between TNA Media and Eskom dated 30 April 2014;

Minutes of the speclal EXCOPS 05/2013-2014 meeting held an 9 September
2013;

Minutes of EXCO meetings from September 2013 to May 2014;

Minutes of Board mestings fror Segtember 2013 to May 2014;

Minutes of the EXCO ' Procurement sub-committee meeting held on

9 September 2013;
Submission relating to Eskom Sponsorship Practice Notes dated 19 Mayand 30

July 2014;
Undated and unsigned terms of reference of the Manzagement Committee;

Submission letter dated 9 April 2014 addressed bye Mr Choeu to Mr Matjita in
respect of TNA Media contract;

Page S of 28"
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Review of the process undertaken In awarding the sponsorship contract to TNA Media (Pty} Ltd

()
{}
{K)
M
{m)
{n)

{a)

Memorandum dated 26 August 2014 from Mr Adam responding to a discussion
he had with the CE on whether the TNA Medla transaction could be classified
as an investment or $ponsorship;

Letter dated 21 October 2013 addressed by Mr Du Plessis to Adv Madonsela;
Submission dated 19 November 2013 addressed to Adv Madonsela along with
the relevant supporting documentation;

Memorandum dated 23 July 2014 relating to the approval of revised
sponsorship budget for 2014/2015 addressed by Ms Dhlomo to Mr Venner;
Submission of proposed sponsorship framework document dated 1 February
2013 addressed to EXCO for approval;

Copies of email correspondence between the Legal Division, Corporate Affairs
Divisian, CE's office and TNA Media; and

Power Point sildes dated February 2013 titled “Eskom’s Delegation of

Authority”,

PRIVATEAND CONFIDENTIAL

" Page 100f 28

PJP-217



.w

Report

Review of the process undertaken in awarding the sponsarship cantract to TNA Media {Pty) itd

‘4’

4.1

AI

4‘2

43

4.5

2.6

FINDINGS AND CONCLUSIONS
Our findings are set out under the following headings:

A.  ALLEGED CANCELLATION OF TNA MEDIA CONTRACT BY THE BOARD;

B.  PROCESS FOLLOWED IN AWARDING THE SPONSORSHIP CONTRACT TO TNA
MEDIA; AND

€. PAYMENTS IN RESPECT OF THE TNA MEDIA CONTACT.

ALLLEGED CANCELATION OF TNA MEDIA CONTRACT BY THE BOARD

We were informed by Eskom during the briefing session of an allegation that the
Board of Eskom had sanctioned the cancellation of the TNA Medls contract and that,
despite the above, Eskom entered Into 2 three vear contract with TNA Media on

30 April 2014,

This background formed the basis of our request for the minutes of the decision
allegedly made by the Board, in this regard from Mr Phukubje. We reviewed the
miputes of Board and EXCO meetings for the period September 2013 to May 2014
and there was no mention of the TNA Media sponsorship eontract.

Mr Phukubje further provided us with a copy of the minutes of meeting of Special
EXCOPS 05/2013-14 held on 09 September 2013 {Annexure §). The minutes
captured interaction by EXCO related to the newspaper contract with TVA Media,
which had apparently expired in August 2012, These minutes are therefore not
relevant to the TNA Media sponsorship contract under review.

During our consultation with Mr Choeu, he informed us that EXCO requested all

Divisional and Group Executives to reduce their marketing (which incuded

sponsorships) budgets. This was communicated acrass. alt divisions and the
prerogative was with the divisional executives to decide on the specific marketing
and sponsorship iters in respectlve of which budgets would be reduced. According
to with Mr Chaeu, In this regard, the TNA Media sponsorship contract was not

specificafly mentioned.

Mr Choeu provided us with copies of letters dated 9 April 2014 {Annexure 17) which
were addressed by Ms Johnsonh to various Group and Divisfonal Executives, The
letters (Annexure 17) state that “Following NERSA’s deterrination on MYPD3 and
subsequent cost-soving _measures in Eskom, a step-change in the owording of

PRNATE AND CONFIDENTIAL
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Review of the pracess undertaken in awarding the sponsorship contract to TNA Media {Pty} ttd

4.7

4.8

4.9

4,10

sponsorships was required given the finoncial constraints. In 2013 the Sponsorship
Practice Note was formuloted with the objective of providirig the business with o
more focussed and sfficlent approach te managing sponsorships for each financial
yenr, in terms of what will be sponsored and what will be declined in line with current
financiol constraints. This Practice Note was subsequently ratified as on Exco

resolution,”

According to the latters (Annexure 17), “The Sponsorship Practice Note aims to:

*  Develapafirm gnd clear position o managing sponsorship for the next 5 yeurs.

o Assist with cost controlfing within the business in terms of ad hoc sponsorships.

¢ Communicate an Eskom-wide principle decision on how sponsorships outside
the propesed structure will be oddressed going forward, -

® . Execute only flagship sponsorships and business impergtive sponsorship
programmes cpproved by EXCO. :

* - Allow the sponsarship desk to decline oll sponsorship requests outside the
propused and approved list of flagship and Exco approved sponsorships.

®  Eliminate ad-hoe, unplenned sponsorships,”

The letters (Annexure 17) further state "/n line with the proctice note rotified by Exco,
please submit ¢ list of planned sponsorships for your group/division, Including
amounts, for the 2014418 fiscal year. The list will then be.gdded to the fist of Ragship
spansorships and as such will be the enly sponsorships to be execyted by Eskom for
this fiscal year.”

Mr Choeu informed s that a second request was made 1o ali the Group and
Divislonal Executives to further consider revising their sponsorship budgets for
201472015 financial year. In this regard, Mr Choeu provided us with copies.of the
letters (Annexure 19} dated 8 June 2014 addressed by Ms Dhlomo to various'Group
and Divisional Executives. The letters (Annexure 19} state that “The proposed
sponsorship'budget far 2014, was presented to Fxco on Monday, 26 Moy 2014. The
outcome of the presentation was the recommendotion that the Group and Divisional
Executives should further cuit the sponsorships whichithey have submitted” and that
“Please submit your omendéd list by end of business on Friday, 13 June 2014 as this

Hist will be resubmitted to Exco for approvol.”

Mr.Choeu also informed us that EXCO decided to centralise the sponsorship budget
reduction and that he was tasked to implement this. According to Mr Choey, this is

the reason the second letter dated 9 June 2014 {Annexure 19) came from his office.

PRIVATE AND CONFIDENTIAL
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4.11

412

4.13

4.14

4.15

G

We obtained and reviewed memoranda containing three versions of the Group and
Divisional budgets (Annexure 16 and 18} after they were revised by the Group and
Divisional Executives as instructed in the letters from Ms Johnson dated 9 April 2014
and Ms Dhlomo dated 9 June 2014 (Appendices 17 and 19). The table below reflects
the said three versions of the consalidated Eskom sponsorship budgets:

Table 1: Sponsorship Budgets _ -
Budget A ~Presented  Budget 8- Presented  BUdget C-Presented to |
to EXCO on 24 viay to EXC0 on 27 jung® sy EXCO on 30 July2014
2014 =ptior to reductign | 2012 - 3fterreduction fetter for FXCO
{R]} { R} i {8}
46976567 . 306-?6567 ' 53446567

It appears from Table 1 akiove that the budget submitted to EXQO on 26 May 2014
was reduced from R46 976 567 to a new figure of R30 676 567 submitted to EXCO
on 27 june 2014. This figure was however adjusted upwards to a tota! smount of
R%3 446 567 which was submitted t6 EXCO on 30 July 2014.

During cur consuitation with Mr Choeu, he stated that the fluctuation of the
sponsorship budgets as illustrated in Table 1 above was due to gn-going
conhsultations within the divisions as to which budget items to reduce in line with the
instruction from EXCO. According to Mr Choeu, this was work In progress and the
final “revised budget” had not yet been finalised and approved by EXCO.

A copy of a memorandum (Annexure 18) dated 23 July 2014 addressed by Mr Venner
to Ms Dhiomo and copled-to Mr Choeu titled "Approval-of the revised Sponsorship
Budget 2014/15 list” states that “This memo serves 0s 6 request for approval by Exco
fto be heid on 30 uly 2014} of the sponsorship listed in the ottached revised
Sponsorship Budget 2014/15 spread sheet. The spread sheet consists of both
budgeted for and not budgsted for sponsorships. The resolution required is for the
approval of the sponsorships budgeted for and o decision to Be made'with regards to
the sponsorships not budgeted for.”

According to the memorandum (Annexure 18), the said total sponsorship budget
amounted to R53 446 567 which comprised of budgsted sponsorships amounting to

R52 278 000 and sponsorships not budgeted for amounting to R2 168 567, According

to Mr Choeu, although he was not present at the said meeting, he is aware that the
revised budget of R53 446 567 was not approved at the EXCO meeting held on 30
July 2014 as planned. This was confirmed by Mr Adam, who stated that the
discussion of the sponsorship contract that had been condluded with TNA Media,

PRIVATE AND CONFIDENTIAL
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4.16

4,17

4.18

1 Government
- Assoclation

accordmg to the submission that had been made 1o EXCO, took priorlty and that the
revised sponsorship budget was therefore not defiberated upon as planned.

During otir consultation with Mr Choeu, he informed us that the TNA Media contract
in respect of the sponsorship was part of the CE budget. He stated that inchded in
the budgeted amounts in Table 1 abova were the budgeted amounts for the office.
of the CE, which include the TNAMedia contract: We reviewed the CE's budget and
confirmed that it included the TNA Media sponsorships budget. This is illustrated in

Table 2 below:

Table 2: Sponsorship budget for office of CE

BudgetA - Budgei & s | JBudget €=
Presented t0 EXCO  Presented to EXCO Presented to EXCO
Deascristion on26May 2014-  on 27 june 2014 a3 luly 2014
prior toreduction  after reduction lettenfor £XCO
| (R ) {R) (R
The New Age/SABC | e y s .
; : 4 |, 14 400 Q00 :
-Breakfast Session | -+ : = o : 1f 400000
W entre for Publlc 4 = SET—— ~
' 8500000 |
| enterprises | { 8 500 000 000 | 8 500000
‘South African Loca{

Based on our discussions with relevant parties within Eskom and review of relevant
documentation including, inter afio, memoranda, minutes of EXCO meetings and
emmail correspondence, a decision was taken by EXCO to reduce Group and Divisional
sponsorship budget across the board and not to, necessarily, ancel TNA Madia:
sponsorship ‘ontract or budget. This was apparently in Hne with NERSA’s
determination on MYPD3 and cost-saving measures in Eskom.,

The evidence avallable indicates that Group and various Divisional Executives
attempted to reduce thelr sponsorship budgets as requested and that the said
revised budgets were to be presented to £XCO on 26 May 2014, 27 June 2014 and
on 30 July 2014. However, althaugh the revised consolidated sponsorship budget
apparently presented to EXCO on 27 Jane 2014 was 35% (_346 976567 - R0 676 675)
less than that apparently presented on 26 May 2014, the consolidgted sponsorship
budget that was to be presented to EXCO on 30 july 2014 was 149% {R53 246 567 -
. R46976 567) and 74% (RS3446 567~ R30 6?6 675) more than the budget apparently

PRIVATE AND CONFIDENTIAL
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4.19

4.20

8.

4.21

'preaented to EXCO on 26 May 2014 and 27 June 2014 respectively, Based on our
discussion with the relevant parties, this was due to the fact that various Divisicnal
Executives continued updating thelr budget on an ongoing basis.

Based on the available evidence, the revised budgets were presented to EXCO after
the TNA Media sponsorship contract was concluded, as this contract was signed on

30 April 2014.

Based on our discussians with relevant parties, the revised sponsorship budget has
not yet been approved by EXCO.

PROCESS FOLLOWED 1N AWARDING THE SPONSORSHIP CONTRACT TO TNA MEDIA

The tabla below reflects the policies and procedures in respect of the procurement
and contracting process that were provided for purpose of our review:

Table 3: Pracurament and delegation of authority policles

'1 neleg_onofﬂuthﬂfﬁv pOﬁCY =t 0 {J;June 2013 i Rl'lnexure.’:

3 Br DY 0V

Procurement and Supply Chaln - _ s _
| Managément Pracedure - > MW 2014 s A"ﬂ '_“’_."_"_“_ .

 Procurement and Supply Chain P 19 Mﬂ? 201 4 ‘ Annennil

- Management Poli N e s _
g 0 : An HWﬁj

4.22

4.23

4.24

T “I'Sponsorship Policy ol 15Mgust2013 nnexure

However, as captured in Saction A of this report, the sponsorship contract entered
into betweeri TNA and Eskom was conciuded on 30 Apri| 2014. The procurement and
supply chain_management policy and procedure provided are therefore not

applicable for the period under review.

The delegation of authority policy (Annexure 3) was.signed by Mr Dames on 3 June
2013 as CE of Eskom ‘and authorised by the Chairman of the Board, Mr Tsots!, A date
was not appended next to hls signature. Based on the signature date of the CE, the
delegation of authority policy was applicable for the periad under review.

The purpose of the policy {Annesure 3) is to provide Eskom with a guideline to the
powers and authorities delegated by the Board. It prescribes the scope, conditions
and j:arametérs within which the powers can be exercised by executives Sind all
employees. We have summarised below the relevant sectlons of the palicy:
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Paragraph 2.2 7.1.4 of the policy provrdes that, "'Except for pmcurement
matters, an outhorlsed Delegee is entitled at its discretion to make any decislon
without the need for @ recommendation from any party”

b)  According to paragraph 2.2.7.1.5: “Any submission to the Boerd or o Board
committee must be authorised by the CE, EXCO or an EXCO subcommittee,
where applicoble”

Furthermore, paragraph.2,2.7.5:6 provides that, “In the event of any doubt
regarding an authorised signatory, the Chief Executive is outhorised to sign any
dacument to give effect to o transaction outhorised by the approprigte
opprovel cuthority. The CE may also sign any document, notwithstanding a
specific mondote given to any executive™.

a)

c

In our consuitation with Mr Le Roux and Ms Doubell, they Informed us that the
sponsarships do not fall under SCM and Jor procurement. Mr Le Roux then referred
us to Mr Choeu as head of Eskom Development Fund.

We reviewed the sponsorship policy dated 15 August 2013 {Annexure 23). The pollcy
defines a sponsorship as follows “A spansorship fs any commerciaf agreement by
whiich ¢ sponsor, for the mutuaf beneftt of the sponsor and the sponsored porty,
contractually provides financing or other support in order to establish an association
between the sponsors image, brands or products and sponsorship propertyiin retum
Tor fights to promote this associetion and/er for the gronting of certain agreed direct
or Indirect benefits”.

Paragraph 3.10 of the policy deals with the retum on Investments from sponsorship
transaction. This tharefore means it was envisaged thatspensorship transactions will
invariably have an element of iInvestment.

A submission dated Q9 April 2014 {Anriexure 11} was prepared by Mr Choeu for the
attention of the Acting CE, Mr Matjila, The submission'was with regards to the 49M
Campaign: investment in TNA Media (Pty] Ltd business briefing breakfasts.

The submission {Annexure 11) captures the strategic context, justification, project
scope, costs, main risks, contracting strategy and key assumptions.

-
Under the heading of the main risks, “public scrutiny” was highilighted. This was
apparently bacause F.skam was involved in a prévious lnvestngatlon by the Public
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4,32

4.33

subm;ss:on (Annexure 11} all relevant documentation were submitted to the Publu:
Protector. Eskom had apparently not yet received any further communication

regarding the investigation.

The submission {Annexure 11) states that Eskom has been using the TNA Media
breakfast platform as part of the 49M campalgn. According to the submission, the
contents of the TNA Media Sponsarship.contract have been summarised as follows:

(2} The previous contract was entered through an agency, The Media Shop, as
stipulated in the “Contracting Strategy” paragraph of the sub‘msss‘ion*

{b) The TNA business breakfast sponsorship prapesal received from TNA Mediz
was also attached for Mr Matjila’s consideration as stipulated in the
“Background” paragraph of the submission;

(¢)  Inthe Wustification” paragraph, Mr Choeu states that “Sponsorship Is o form
of muarketing communication in which a brand Is aligned with an activity or
entity in order to exploit the commercial potentiof creates by association,
thereby positively fmpacting brand Imoge and/or sales among the spansor’s
target markets im order to. attoin morketing and. corporate ohjéectives”.
*Sponsarships are embarked upon for business reasons and therefore need to
be leveraged, tracked ond measured to ascertain the return on investment that
they are providing. Sponsorships is {sic} thus on Investment which cregtes the

expectation of future returns.”

The submission to Mr Matjila further states that “Eskom will enfoy the foliowing

benefits:

(3} _Enhance ‘its standing with oll Stakeholders oround the country os well as
emphasise key issues that affect Eskom;

(b} [High fevel networking apportunities exist where exécutives from'Eskbm.will be
able to interact with senior government officials and executives gt the Business
-Briefing Breckfasts; and

(e}  Business Briefing Breakfasts will'bring Eskom execttives and representoatives

 closer to the organisdtions end individuals with decision meking powers In the

respective Government; Statutory 8odies; Regulators and Legisiators in o
congenial environment condiicive to dialogue ond engogement.”

In the submission (Arinexuré 11) NMr Choeu also refers to a contracting strategy

which states “Eskom has received a proposol to use on agency The Media Shop to,,
aceess the TNA Business Breakfast platform with an additional 17% agency fee per
event. We ore propasing that we engage directly with TNA Medio and contract
directly. This will save Eskom the additlonal 1?% agency fee”

I'RWATE AND CONFIDENTIAL ' 2
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4.34  On the basis of the above, it was recommended that “you approve the investment in
the sponsarship request of R43 200 000 for 36 business briefings for a period of 36

months.*

435  The submisslon was signed by Mr Choeu and appreved by Mr Matjila. The dates of
signature were not appended next to their signatures and we could therefore not

establish when these partles signed the submissior:.

436  The submlssion {Annexurs 11) stated what the amaount of the sponsorship was {i.e.
R43 200 000 for a periog of 36 months). it however did not indicate if there was
budget available for the said sponsorship and whether the same was approved by
EXCO. As already indicated in Sections A above, the available evidence indicates that,
although the 2014/2015 sponsorship budget might have been presented to £XCO for
approval, thls has not yet been approved.

4.37  During our consultation with Mr Matjila, he informed us that he understood the TNA
Media contract to fall within the ambits of an “investment” transaction and not
sponsorship. Mr Matjila stated that he approved the contract based on his delegated
vestment transactions approval of R75 million. He showed us what appeared 1o
have been power point slides dated February 2013 titled “Fskom’s defegation of
Authorlty” (Annexure 21) which refarred to the said investment delegation of R75
miliion.. We compared this document to the Delegation of Authority policy
{Annexure 3) approved on 03 June 2013 referred to above which also makes
reference 1o the said threshold of R75 million in respect of Investments.

438 Mr Adaminformed us that he drafted a memorandum dated 26 August 2034 in
response to a discussion he had with the CE on whether the TNA Meadia transaction
could be dasstfied as an investment or sponsorship {Annaxure 24). Mr Adam stated
in the said memorandum'that in terms of Eskom’s Sponsership Policy, a sponsorship
is defined as follows *A sponsorship is any commercial ggreement by which a
sponsor, for the mutual benefit of the sponsor and thesponsored party, contractually
provides financing or other support in order to establish an association between the
sponsors image, brands or products ond sponsorship property in return Jor rights to
promote this association andy/or for the granting of certain agreed direct or indirect
benefits”. We reviewed the sponsorship policy dated 15 August 2013 (Annexure 23)
and confirmed this was the definition of sponsorshiss according to the said policy.

439 Mr Adam ﬁ:rther-stated in 'the' sfald memorandum that paragra ph 3.10 of the policy
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4.42

with sponsorship. This is in fine with our understanding of what is envisaged by
paragraph 3.10 of the said policy.

Mr Adam also addressed the relevant provisians of the delegation of authority on
the matier. He stated that In Interpreting the delegation of authotity, ary specific
powers or conditions must take precédence over any general powers or conditions.
He further stated thateven if the transaction could be classifled as an investment
transaction, the specific provisions relating to the transaction in question takes
precedence over general delegztion of authority, He stated that sponsorships are
dealt with specifically in the delfegations of sutherity and this serves to fimit the
general provisions. In gonciusion, Mr Adam stated that it Is dlear that the agreemaent
with TNA Mediais & sponsorship as contemplated In the delegations of suthority and
its approval should have been in consultation with EXCO.

Paragraph 2 of the TNA contract states “Eskom wishes to participate in the aims and
objectives of TNA Media (Pty) Ltd through the sponsorships of the business bricfings”.
The contract refers to the transaction as a sponsorship and no reference is made to
an “investment” in this contract.

I addition, the following factors confirm that Eskom considefed the contract to be
sponsorship and not “investment”:

(a) The budget amount for the TNA Media contract was included in the budgets
for Group and Dixdslonal Fxecutives’ sponsorship budgets;

(b} _Dusing our consultations with other parties on the matter, it was pever
mentioned that the transaction was considered to be an “investmenit®and not
sponsorship; and

{c) Byhis swn admission, Mr Matjila stated that the “investment” he is referring
to is notan investment as defined in accounting termsthat would constitute
an asset to be reflected on the'Statement of Financial Pasition, but rather an
“investment” in that Eskom expected to derive some returns in the form of
enhanced brand image and awareness. However, it would appear that the
investrents envisaged in the delegation of authority are indeed investments
as defined in accounting terms representing an asset to Eskom. Consequenitly,
the fact that the provisions relating to investments in the delegation of
authority were utilised by Mr Matjila to justify the approval of “investments?
other than those envisaged in the delegation of authority appears to be.

irregular,
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443  Based on our review of a copy of the submission to EXCO dated 1 February 2013
{(Annexure 15), the objectives of the sponsorship framewaork ate outlined as follows:

To provide an opportunity by brand awareness, attribute association,
networking, and/or customer relations to enhance goodwill and loyakty;

To create opportunities and platforms to form strategic allfances with existing
and potentis! partners;

To present opportunities to develop properties that Eskom couid own and
leverage cost effectively on a sustainable basis;

To ensure good governance of the process and ensure consistency,

444 The submilssion dated 3 April 2014 addressed by Mr Choeu to Mr Matiila mentions
the following as benefits to Eskom from the TNA Mediz contract:

Enhanceults standing with all stakeholders arcund the country as well as
emphasise key issues that affect Fskom;

High levél networking opportunities exist where executives from Eskom will be
able to interact with senlor government officials and executives at the Business
Briefing Breakfasts;

Business briefing breakfast will bring Eskom executives and representatives
closer to the organisation and individuals with decision making powers in the
respective Government; Statutory Bodies; Regulators and Legisiatorsiin &
congenial environment conducive 1o dialogue and engagement.

445 Based on the various factors discussed abovs, the sponsorship framewaork objectives
as outlined above as well as the purported benefits that would be derived from the
contract as per the submission from Mr Choeu, the contractconcluded with THA
Media'is a sponsorship contract and not an investment contract

4.46 Table

4 illustrates the delegation of authority applicable to Eskom sponsorships

{Annexure 3),."

Table 4: Delegation of authority: Corporate Soclal investrnefit

Par?i;aph Powers & Authority . Approvals Authority Recommends
... .Sponsorships
; | CE/FE/GE/DE in consultation
122 | with Corporate Sponsorship o
Up to RS0K | Committee established by Relevant Manager
{ | the DE Cotporate Affairs-
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4.47

4.48

4439

4.50

451

_ ] ' ] _-CE/_Spénsorsﬁip Committee E
- Up to R3m established by the GE ©: Relevant Manager |
.| Corporate Affatrs J
' IR oo | CE (in consultation with
1 Above R3m and subject ' e
| to approved budget - IIEC,fSO) or he may delegate to ..rgﬂetevant Manager
o S— e TS e

The TNA Medta contract {Annexure 2} was valued at R43.2 milllon and as such should
have been approved by the CE In consultation with EXCO.

The said contract between TNA and Eskom In the amount of R43.2 milllon was signed
by the authorised signatory, Mr Collin Matjila, who was the Acting Chief Executive as
prescribed by section 2.2.7.1.6 of the policy.

However, Mr Matjila confirmed that he did not approve the contract in consultation
with EXCO as he did not consider this to be a sponsorship but an “investment”,
Furthermore, as discussed in section A above, the revised 2014/2015 sponsorship
budget has not yet been approved by EXCO. The first letter addressed to the Group
and Divisional Executives requesting them o 'rédgc_e their sponsorship budgeis was
sent an 9 April 2014, before the sigring of the TNA Media contract. Based on this

‘and the fact that Mr Matjila was part of EXCO, Mr Matjila was aware of the decislon

by EXCO to revise the sponsarship budgets.

Based on the above findings, the approval of the TNA Media sponsorship contract
was done by Mr Matjila in contravention of the delegation of autharity policy which
required Mr Matjila to approve the contract in consultation with EXCO and subject

to approved budget.

Eskom enterad into a sponsoyship contract with TNA Media (Armexure 2] signed on

30 Aprli 2014 by the Acting CE, Mr Callin Matjila. We summarise below the salient

features of the contract:

a)  Thisisa three year agreement which shall commence on the effective date and.
terminate on 30 April 2017;

b)  The agresment is in respect of breakfast/ business briefings; and

Eskom shall pay TNA Media an amount of R43, 200,000.00 for 36 breakfast/

<)
business briefing events at a cost of R1, 200,000.00 each as a sponsorship fee,
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4.52

4.53

4.54

4,55

Table 5: Summary of the emall cotrespondence

!E-il?

| 24 April 2014 -

The agreement in paragraph 4.2 sets out how the sponsorship fee shall he paid and
the bank account into which it shall be paid while paragraph 5 covers the

responsibilities of TNA Madia.

In our interview with Mr Adam, he stated that upon his review of the contract as a
Divisicnal Executive for legal, he noted that there was no termination clause and
made a suggestion {Annexure D)athatsthe contract be amended to include a
termination clause. The exit clause was subsequently factored in in paragraph 2.1
and paragraph 12.2 as follows: “Eskom will have the right to terminagte this
agreemnent on 30 (thirty} days written notice of its intention to terminate, which
Eskorn will be entitled to exerclse for any reason whatsoever ot its sole discretion”

Mr Adam informed us that this recommendation was mainly due to Eskam's eash
constraints and also taking into account the envisaged duration of the contract of 36

months.,

We raviewed the email correspondence between Legal, Corporate Affalrs Division,
CE’s office and TNA Media (Annexure 10} with regards to the TNA Media contract.
We summarise the correspondence in table 5 below:

Time Sende: Recipients Contents of the email

11:08 AM | MrAdam | Ms Koor | *Fehmidah.perhaps the best wayto
) andMr | deal with the notice is to say thot the

: Tsholanku | agreement is for 3 years unjess

' ; | terminated by either party on 30

: days written notice. Then ofign the
other sections ond you' build.in the
discretion by either,party ete.”

24April 2014 {12:08BM | MsKoor | WIS DIaminiI™*] have revised the poyment ciouse

and cc’d Mr | to link it to @tich event and

. Tsholanku | strengthen the righit to concel in

| terms of dlause 12.2, | hove enclosed
| version 9 of the draft agreement”

S

24April2014 [ 12:10PM |Ms | MsKoor | “The contract version 8 was sent |

| Dlamint | and cc’d Mr | the CE earller. | think ! will wait ond

: 1| Tsholanku | see what he soys now. There was a
| strong preference for the *yeor one”,
“vear two” ond “year three”

. payment per version 8. Is there @

| significant difference between the

| two yersions?*
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24 Aprit2034 | 12:3PM | Ms Koor | Ms Dlamini | 1 mad (sic) changes as per
and cc’d Mr | Mohammed Instructions on payment
i Tsholanku | and the issue relating to cancellation
N : .| for convenlence” i
{29 Aprit 2014 | 1:26 PM | MrHowa | Mr Choeu | “Thank you for taking my call sorfier l
' | obout the current draft which Is fittle [
|- bit different to the one agreed
| between us previously, On reading Jt, J
_ i the chonges noted include:
[ | Poragraph 2.1 in which o |
4 1 | termingtion tlause has been added, |
Our understanding is that poragraph
|.2.2 with Its breach conditions would
| cover termination, _ |
| _' | Parograph 12.2. We are 100% (
' | behind termination based on breach, |
| but have some difficulty with the '
Introduction of this kind of clayse
which was rot Included in the_
previeus versions or agreements.
*1 amn sure this is an oversight In
drafting and is 2asily correctable
‘after which | would be hoppy to
23 Aprii2018 | 1:39PM0 | My | MrAdam, | “Referto mail from TNA below and
' | Chaen | ‘Mr ‘| assist respond (sic)”
| Tsholaniw |
{ and Ms
o R _ ; { Koor ot B - -
| 29 Apri 2014 [ 2:198M l Mr Adam | Mir Choeu, | “Chose, you need to make a call on
] ' Mr the commerclal need. It was not an
| ' Tsholanku | oversight=It was defiberately |
7 and Ms | drafted to aliow for caticellation on |
| Koor 30 days notice. | would recommend
L )f - R retoining our wgrdlng" L

456  According to Ms Koor, an email (Annexure 20} dated'29 April 2014 at 11:51 AM sent
by Mr Adam to Mr Choeu inciuded the last version of the contract that the fegal
department sent to Mr Chase and Ms Diamini and contained the termination clause.
Ms Dlsmini also confirmed that the last version she recefved from Ms Kaor contained
the termination dause. Ms Diamini further informed us that she did not remove the
said clause nor was she requested to ramove samé by anyone.

4.57  The fact that a contract without ‘a termination clause was ultimately conduded,
despite the fact that the Legal Department recommended this dlause to be factored
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4.59

4.60

4.61

In the final contract, appears to be Irregutar and exposes Eskom to an undue risk of
being unable to terminate the contract when a need to do 50 arises.

During our consultation with Mr Matjila, he Informed us that Mr Choeu mentioned
to him that TNA Media indicated during the contract negotiations that they were not
comfortable with the 30 days termination clause. Mr Matjila stated that hie then
enguired with Mr Choeu as to whether this was a standard clause for similar
contracts and the response from Mr Choeu was that there were other simifar
contracts which were cancluded without the clause in question;

Mr Matjila informed us that he then requested Mr Choeu ta consult with the legal
department and discuss this clause. Mr Matjila stated that he was of the view that
the clause rendered the contract very onerous to TNA Media and defested the
abjective of the contract as it granted Eskom permission to cance) for any reason
with-only 30 days’ notice. 1t Is not dear why Mr Matjila would seemingly be this
concerned about an onerous clause on the part of TNA Media when he would be
expected to negotiate this contract in the best interest of Eskom,

Based on our review of the email correspondence it appears that the termination
clause was removed after the email dated 29 April 2014 {2:19 PM) addressed ta M
Clioeuby Mr Adam stating “Chose, you need to make a cail on the commerclal need.
It was not an oversight - it was deliberately drafted to allow for cancellation on 30
days notice. | would recommend retaining our wording”, According to emall
correspondence we reviewed, this email was the last corcespondence from the legal
department an the matter. Mr Adam also confirmed that this was the last time he
engaged with Mr Choeu on the said termination clause and that ha never followed
up onwhat decision was subsequently taken on this matter by Mr Choews. Thefinal
versioffwhichawas signed on the 30 April 2014 did not have the termination tlause

in question.

Conclysions

Eskom and review of documentary evidence-available:

{a) Mr Matjila signed the contract with TNA Media as prescribed by the delegation
of autharity policy. However, the evidence available indicates that the
2014/2015 sponsorship budget has not yet been approved by EXCO, According
to the delegation of authority palicy, the CE may approve sponsorship
expenditure above RI million subjéct to budget approval. Additionally, the
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4.63

4.64

4.55

delegation of authorlty policy requires expenditure abcwe R3 mllnon to be
approved by the CE in consultation with EXCO;

{b)  Mr Matjila confirmed that he did not approve this contract in conjunction with
EXCO as he did not view the TNA Medla contract as sponsorship, but as an
“investment”. However, based on our discussions with various relevant parties
with in Eskermn and review of decumentary evidence available, including the
TNA Media contract, sponsorship budgets and submission to Mr Matjila in
respact to this contract, the TNA Media contract concluded on 30 Apiit 2014
relates to sponsorships and rot “investment® as alleged by Mr Matjila. This
cantract was thercfore Irregularly approved by Mr Matjila;

{c} The fact that a contract without the termination clause was ultimately
concluded, despite the fact that the Legal Department recommended this
clause to.be factored in the final contract, appears to be frreguilar and exposes
Eskom te an undue risk of being unabie to terminate the contractwhen s need
todo 50 arises; and

{d}  Based on our review of the email correspondence and consultations with
relevant parties as indicated above, it appaars that the termination clanse was
removad after the email dated 28 April 2014 (2:19 PM) addressed to Mr Choeu

By Mr Adam.

PAYMENTS IN RESPECT OF THE TNA MEDIA CONTRACT

In our discussion with Mr le Roux, he referred us to the email discussion below
regarding the process;that.should be followed for loading-spensorship projects on

SAP to enable payment.

We reviewed email correspondence between Ms Dlamini from Corporate Affairs and
Mr Mdakane, dated 11 July 2614 {Annexure 20), with regards to the loading of the
TNA sponsorship corstraet on SAP for payment. The emaii stated *os discissed earfier,
kindly cutline the process of Jeading this comtract on SAP”,

Mr Mdakane responded to the email, Copyinig Mr Le Roux, on 21 July 2014 {Annexure
20) and stated “please discuss your request with our Eskom procurement policy ond
process custadion {Risk and Governance) Ms Tshavhungwe Mamphiswang or Mr
Pieter Le Roux in terms of the correct process to be followed. Am not allowed to toad

such agreement on SAP without proper approval”

Mr Le Roux referred this request to Ms Doubell on 23 July 2013 according to the
attached Annexure 20, e
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4.70

On 23 July 2014 {Annexure 20) Ms Doubell advised that “Hi, let me see what the
procedure on the Donations says and if it covers sponisorships. Our procedure is silent

about sponsorships”.

Further to the email above, Ms Doubel! sent another emai dated 24 July 2014 to Mr
Le Rowx. The email states

“..Since this sponsorship is in the same categery of ESDEF support, | recommend
below based on the gssumption:

Since there is an cgreement signed between Eskom and TNA, I take it that approval
has been gronted by an authorised person(s). | afso assume TNA'is on our vendor

database.

Becouse of this ossumption and' the high number of money (sic), ! suggest the

folicwing:
-The end users to create a PR in the system

-The buyer to create o 46 contract on SAP
Once done, the end users con do a 45 to release the task orders as per the contract)

i TNA Is not registered on the database then unfortunately it will delay the creation
on fsic) the contract”,

According to our consultatian with Ms Doubell, no payment was effected as at the
date of our report. This was conflirimed by an email request from SNG to Mr Phukubje
for thelist of payments made and supporting payment documentation. Mr Phukubje
replied In an @mail dated 11 September 2014 that to date no payment have been
effected in respect of this contract. He confirmed however that invoices have been

recelved.
We were provided with coples of three Invoices totalling R3.6 million (R1.2 million

each ~ excluding VAT) (Annexure 22) from TNA Media in refation to the contract
under review.

According to Mr Le Roux, SCM would be involved orice alf the proper authorisations
‘have been granted. Their role is to load the contract on SAP. The procurement team
‘would then manage the approved budgets and ensure that payment occurs within

the budget.
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5.1

T‘he PEMA def' nes irregular expenditure as follows:

“Irregular expentiture” means expenditure, other than unouthorised expenditure,
incurred in contravention of or that is not in accordance with a requirement of any

applicable legislation, including—

(o} this Act; or
(b}  the Stote Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations

made in terms of that Act; or
{c}  any provinciol legislation providing for procurement procedures in that

provincial government; :

{Definition of “irregular expenditure” omended by s. 1 (dY of Act Ne. 29 of 1999.}©

As at the date of report, Eskom had incurred Irregular sxpenditure of R3.6 million
{excluding VAT) relating to the TNA Media sponsorship.

Conchusors

As at the date of our report, although invaices totalling R3.6 million {excluding VAT)
had been issued by TNA Media, no payments had been made to TNA Media in
respect of the sponsorship contract.

trregular expenditure amounting to R3.6 million as defined by the PFMA has been
incurred in relation to the sponsorship cantract with TNA Media, as the contract was
irregularly approved by the then Acting Chief Executive In contravention of the

delegation of authority.
RECOMMENDATIONS

Based on‘our findings as discussed above, we recommend that/Eskom eonsiders
taking sppropriate corrective action against the following parties fors

Mr Matjila

{3) Approving the TNA Media sponsorship contract in contravention of the
defegation of authority which required him to approve the contract In
cansultation with EXCO. Mr Matjila confirmed that he did not consult with

‘EXCO in approving this contract; and

{b) Approving the TNA Media sponsorship contract in contravention of the

delegation of authority which required him to approve the contract in
consultation w:th EXCO and subject to appruved budget The 2014/2015 TNA

PRIVATE AMD CONFIDENTIAL
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Report

Review of the process undertaken In awarding the sponsorship contract to TNA Media (Pty) Ltd

Media sponsorship budget of R14.4mlilion has not as yet been approved by
EXCO. The TNA Media contract amount concluded amounted to R43.2million.

Mr Choeu

{c}  His involvement in the removal of the termination clause in the contract with
TNA Media, despite the recammandation by the legal department to include
and retain the said dlause.

5.2 We further recammend that Eskom considers secking legal advice on what would be
appropriate corrective action to consider In respect of the parties indicated above as
well as how to proceed with the TNA Media sponsorship contract.

NTIAL | T Pagezsofze
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TNA MEDIA $PONSORSHIP CONTRACT REVIEW

Slzwe
11 August 2014 Né%ablggg ( :\)

Audit and Risk Committee Chairperson AUDHT - ADVISORY «FORENSICS

Eskorm Holdings Soc Ltd

Megawatt Park GPPORTUNITY EXCEEDED.
Maxwell Drive

Sunninghilt

Sandton

Dear Madam,

SCOPE LETTER:PRELIMINARY REVIEW INTO PROCESS UNDERTAKEN IN AWARDING THE
SPONSORSHIP CONTRACT TQ TNA MEDIA (PTY] LTD ("TNA MEDIA®)

1. INTRODUCTION

Thankyou for affording us the ppportunity to provide you with our proposal té conduet a review
of the sponsership contract between ESKOM and TNA Media. We have elected to present our
guotation and scope of work inthe form of our proposed standard letter of engagement in order
to enablé you to expedita the appointment process. Should this letter be acceptabie to you,

pravision is made for your acceptance of our scope of work on page 9.

2. MANDATE

You Feguire Us to review the sponsorship cantract for compliance with the relevant policies and
procedures.

e ——

3. OURUNDERSTANDING OF YOUR REQUIREMENTS :
_ _ _ - e ol
It has comerto our attentionrthat you require us t@ﬁ@me @tract with TNA

Media irs order to:
a) Determine whether procurement processes, contract managemsnt dnd related controls

were in place to ensure a fair, equitable, transparent, competitive and costetfective supply

chain management (“SCAM"} system in the awardingief the sponsorship contract to 'TN;‘-\.‘i

Media; :
bj  Determine whether the SCM process prescribed as per the PFMA and ali relevant prescripts
have been followed in awarding of the contract; .

¢}  Determine whether delegations of authority were adhered to in awarding of the contract;

dj Determine whether thete were any deviations and whethenthese were approved in line
with the relevant prescripts; and « "

@)  Recommend appropriate corfection actions that should be considered by ESKOM.
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TNA MEDIA SPONSORSHIP CONTRACT REVIEW

4.  OUR ARPROACH AND METHODOLOGY

We will conduct the following steps in reviewing the sponsorship contract with TNA Media:

a} Obtain and review theé ESKOM’s SCM policies and procedures, whilst at the same time
heing mindful of the terms of the PFMA and Treasury;

b} Review the SCM policies and procedures to ascertain whether they are adequate to ensure
that there is equity, fairness, transparency, campetitiveness in the SCM process;

¢} Obtain and review the bid documents pertaining to the centract in question to determine
whether the process followed complied with the relevant policies and prescripts;

d}y  Obtainénd review minutes of meeting of the relevant SCM committee’s;

€¢) Review the SCM documentation to ascertain whether theré were any deviations,

amendments or extension of contracts and deterriine whether those complied with the

retevant palicies and preseripts;

f]  Review the procurement documents including the contract with TNA Media for compliance
with ESKOM's delegation of autherity;

gy Conduct interviews with ESKOM’s official{s} or parties involved in the awarding of the
contract; and

h} Retommend appropriate correction actions that should be considered by ESKOM.
.  PROJECT TEAM

The SNG tear has developed key skills in the provision of forensic services for large-scale
projects in complex environments. This capability, when combined with SNG’s trattitional record
of accomplishmert and skills base, positions-usas-an'ideal partner io provide fequired services

to you,

Our-Core Team
Aligned to your brief, we have selected a core team to suppart ESKOM aceording to theé following

categories:

. e - e
Client Relationship and Project Director
Peter Goss: Director and our Public Sector Leader. Peter Goss has more than 20 years of

experience in managing and directing special reviéws of this nature. He will be responsible for

Erd
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TNA MEDIA SPONSORSHIP CONTRACT REVIEW:

managing and directing our team. He will leverage the appropriate skilts and resources to support

this assignment conducted on behalf of ESKOM.

Project Manager
Itumeleng Serithi: Senior manager. He is a chartered accountant championing our specialist

review into CSM. He will serve as project manageron this assighment,

6.  PROFESSIONALFEES

Our overriding philosophy isto provide vou with a high quality, value for moeney service. You will
find our feas are market-related and competitive. We estimate that our fae for the éngagement

- will be R202,216.39 linclusive of disbursements and VAT).

We have tabulated below fees in respect of the assignment.

R i il sy i
Director 2309 2 | 55 416,00
| Senier Manager - . 1854 40 74 160,00
Assistant Manager 984 | 40 39 360,00
 Sub-total = 168 936,00
Dishursements ® 5% 8 446,80
Subtotal 177 382,80
VAT 8 14% 24 833,59
Total ' ' 202 216,39 |

Our invoices will be rendered at appropriate intervals during the course of the assignment and

are due on presentation thereof,

Notwithstanding anything to the contrary containéd herein, shouldour accrued fees reach a level
which we consider to be material, such accrued fees will become due and payable immaediately
upgn presentation of our invoice, failing which, the rendering of all further professional services
will be suspended pending receipt of payment. In the event of your appointing an alternative
firndn our stead, or otherwise terminating our mandate, we will bee entit'ad to raise a fee upon
receipt of such notification for an amount adequate to caver all wark done to date and not yet
hilled, at our ggreed charge out rates, including disbursements incurred, In such event you
o

=
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TNA MEDEA SPONSORSHIP CONTRACT REVIEW

undertake to settle our account in full prior to our handing over of books and records to you or

10 GUr SUCCESSOr,
Our fees will be inclusive of VAT which will rank for deduttion as input tax by registered vendors.

Subject to the foregoing, our fees are payable on presentation. We will be entitled to charge
interest on all amounts outstanding, for whatsoever réasen, for more than 15 days from the date
of presentation of our invoice at the maximum rate allowed by law. Such interest will be
calculated on a monthly basis, All payments will be allocaied first to interest, then to outlays,

then to the longest fee outstanding.

Without prejudice to any other fights that we may have in law, we reserve the right to suspend
or terminate the performance of the services or any part thereof to you immediately, at any

time, with of without notice, should payment of any of ourfees become overdue.

Under no circumstances {excluding our willful misconduct), will we be lable for any costs or
penaities levied against ESKOM relating to the late delivery of any report(s) that may be required
by your respective regulator onthird parties reguiring us to issu€any such report{s} relating to
the affairs of ESKOM. Accordingly, you will not deduct or set off such costs against our fees due

to us.

7. STAFF

Qur staff mernbers ungdérgo periodic training.and this;together with the taking of annual leave,
may lead to staff tuthover andlack of continuity. We will use ouribest endeavors to avoid any

disruption to an engagement’s progress:

8.  ELECTRONIC COMMUNICATION

We may choose to communicate with you by electronic mail or internet where an authorised
person wishes us ti do so, on the basis that in consenting to this method of communication, you
‘accept the inherent risks of such communications {including the security risks of interception of
or unauthorised access ta such communications, the risks of corruption of such communications,

the risk of errars or loss of information and the risks of viruses ot other harmful devices) and that

- R N e N A S
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TNA MEDIA SPONSORSHIP CONTRACT REVIEW

you, wil perform virus checks. We will use commercially reasonable procedures to checi for the

most commonly known viruses before sending information electronically..

We recognize that systems and procedures cannot be a guarantee that transmissions will be
uniaffected by such hazards.

We confirm that we, ESKOMiand SNG, each accept the risks, of and authorise electronic
communications between us, We each agree to use commercizlly reasonable procedures to
check for the most commonly known viruses before sending information electronically and to
safeguard the security.and gonfidentiality of the information transmitted, but we cannot

guarantee that the transmission will be free of Infection nor its securityand confidentiality.

We shalt eath he responsible for protecting our awn systems and interests in relation to
electronie communications and we {in each case including our respective partners/directors,
employees or agents) shall haye no liability to each ather an any basis, whether ingontract, defict
lincluding hegligence} or otherwise, in respect of any error, damage, loss or omission arising from
orin connection with the electronic communication of information between us and Gur refiance

on-such information,

The exclusion of liability in the previous clause shall not apply to the extent that any liability aises
out of acts, ofnissions orgmisrepresentations which arejinsanysease criminal, dishonest or

fraudulention the part of purrespective partners/diréctors, employees, or agents!

If our communication selates to a matterof significance-on which you wish tarely and you are
concerned abaut thé possible gffects of electronic transmission, yoishould request a hard copy
of such transmission from just if you wish|us t0"passwiord protect.afl or certain documents

transmitted, you may request us to dg's6.

9. QUALITY OF SERVICE

We will seek to ensure that our service is satisfactory at all times and delivered with reasonable
skill and cé’ie. If at-any time you would like to discuss with us how the service car be improved,
or if you are dissatisfied with the service you are receiving please contact Mveleli Booi on {011)
231.0600.
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TNA MEDIA SPONSORSHIP CONTRACT REVIEW

10, CONFIDENTIALITY AND INDEPENDENCE

‘We will discuss client confidential wiatters and documents only with members of our staff directly
coricerned with this engagemént, We are bound by our policies and professional standards not
to disclose to any persons who are nat members of the firm, any information relating to a client’s
business acquired in the course of:otr duties. This limitationwill not apply if we are required to
disclose such information in complianice with any order of court, subpaena or other judicially
enforceable directive, Furthermore, the firm and its empioyees maintain complete independence

of interest and mental attitude iarelationships with clients.

However, in terms of certain statutes we are obliged to report client confidentia! matters to
certain regulatory bodies. These obligations wauld override the professional ethics rules of

confidentiality, which we observe.

11, FINANCIAL INTELLIGENCE CENTRE ACH (FICA)

in teFms of Section 29 of the Financia! Intelligence Centre Act,38'0f 2001, as amended (FICA™)
we are required by law to report to the FinancialIntelligence Centre certain suspicious or unusual
transactions, such as those which may involve money faundering, which have no apparent
business or lawful purposegorWhIEhImay be relevant to antifvestigation.of evasion or attempted
evasion ofitax. Fhis statutory requirement which applies to both'prospective and exXisting clients,

overrides theiprafessional ethics rules of confidentiality, which we observe.
12, WORKING FORDOTHER CHENTS

We will not be prevented or restrigted by virtue of our relationship with you, including anything
in this engagement letter, from providing services to other clients. Our standard internal
procedures are designed to ensure that c_nnﬁdent__ial information communicated to us during the

course of this assignment will be maintained confidentially.

o
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13; RELIANCE OM DRAFT REPORTS OR ORAL COMMENTS

To keep you informed of our progress and to facilitate discussion during the engagement, we
may provide comments, reports or letters in oral or draft form. As these repreésent work in
progress and not our final opinlons or coniclusions, we do not assume a duty of care to you (er
anyone else) in respect of their cantent: Thefinal results of our work and our definitive

conclusions will be set outin our final written reports or letters and nowhere else.

Any aral commaents or éxplahations we may give in refation to our final written réports and letters
are not intended to be & substitute for a proper reading of our reports and letters and are not
interided to have any greater significance than explanations of matters cantained in the final

written repoits or letters.

14, AGREEMENT OF TERIMS:

This letter of engagement is signed for and on behalf of each undertaking referred to-below,

including their directors and members personally. Such signature constitutes:

a) ' authority for any organisation to utilise our services on behalf of each other or an behalf
of its directors or members on the terms and conditions set out above:

b}  consentto arbitration by am independent practicing chartered accountant nominated by
the President of The South African Institute of Chartered Accountants, acting as an expert
and whose decisien will be final.and binding, should we in our absolutédiscretion wish to
refer to arbitration a dispute arising from this proposal, in terms ofthe Arbitration Act, No
42 of 1965, as amended;

¢} consent to the jurisdiction of the Magistrates’ Court, shoutd we in our ahsolute discretion
resolve not to refer a dispute to arbitration; and

d}  arenunciation of the benefits of:

grror calculi {error of calculation);

divisior: and revision of accounts; .

u  divislan and revision of accounts;

=

debate of accounts; and
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m  binds each signatory, jointly and severally, as surety and co-principal debtor with each
company and/or close corporation and/or entity or juristic person, to and in favour of
ourselves in respect of all amounts due according to this engagement letter. If &
sighatory dogs not accept being bound s surety as aforementioned, the signatory

agrees to providing security for the applicable fees, in a form to be mutually agreed

upon between us.

Peter Goss

Director r"'rr ﬁ -g'
Telephone: rﬁf:%w??o

Mobile: 082 652 ﬁ T — II::'I:.
Email: peterg®@sng.za,com lj" ITJ! T E tl #:;I‘;III.
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15, CONCLUSION

Authorisation is hereby requested from ESKOM to proceed with the proposed project plan as set’

out above,
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i3, CONCLUSION

Authorisation is hereby requested from ESKOM to proceed with the proposed project plan as set
out above.
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AGREEMENT




BACKGROUND

1.

TNA Madia was established in June 2010 and released its first publication, The
New Age on 6 December 2010, The New Ade Is the only truly South Afrlcan
newspaper. in addition {0 &s mission of being Proudly South African, with its
positive positioning around the fulire of cur country, The New Age Is ideally
pusitioned to partner Eskom in disseminaling s message to ordinary South
African's across the length and breadth of Scoth Africa. it is also the only
newspaper to dedicate spogific space to 8ach provincs every day, and coples are
gf;eﬁgtited I;:iaily in each of the provinces containing content generated by staff
ased jocally.

Eskom wishes to patticipate in the alms and objectives of TNA Media (PTY) LTD
through the sponsorship of the business briefings.

he parties have agreed on the terms and conditions applicablée to such

sponsorship, which agreemient the.parties wish 16 record in wiifing.

IT1S TREREFORE AGREED AS FOLLOWS:

17 DEFINITIONS

4.. Clause headings are for convanlence only 2nd shali not be taken ini
account when interpreting the agreement.

12, Uniess the "contract™indicates” the contrary, any expression which
denotes
1.2.1 The singufat shall include the plural and vice versa,
1.2.2  Any gender includes the cther gender.

1.3 When any number of days are prescribed in this Agreemient. same
shall be reckoned exclusively of the first anxd inclusively ofithe last day,
unless the (ast day falisson.a-Saturday, Sunday or_public holiday, in
which case the last day shafl be the next succeeding day which is not a
Saturday, Suhday or pubiic holiday.

1.4  When figures are refstred to innumerals and in words, if there is any
confiict between the two, the words shalt prevail.

1.6 - Unless the context in the agreement clearly indicates a contrary
intention, the foliowing expressions shall bear the maanings set out
balow: -

151 "The Agreement” means this agresment including all annexures;
attached from time to ime and signed by both parties.

1.5.2 “Effective Date” means 1 of May 2014;

>

K1y,
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1.53 “TNA Media ” shall mean TNA Media Pty Lid, a company duly
incorporated In accordance with the company laws of the
Republic of South Africa, registration number (2010/008569/07)

with ite office at 52 Lechws Street, Corporate Park South,
Midrand, Old Pretoria Main Road, Midrand 1585.

1.5.4 “Eskom" shall mean Eskom Holdings 80C Limited, a company
duly incorporated in aceordance with the company faws of the
Republic of Sauth Africa, Registration No: 2002/125527/08, with
its registered office at Megawall Park, Maxwel! Drive,
Sunninghill Ext 3, and Sandton )

158 ‘FParfles® shall mean Eskom and TNA Madia,

DURATION

2.4

This Agreement shall gommense.,
(three) yeass

7.

continue for & period of and términate ¢

22  Eskom reserves the right to withdraw its sponsorship at any time in the
avent of a breach by TNA Media of any of ihe terms of this agreement
as per clause 9,

THE BUSINESS BRIEFINGS

31  TNA Media s the rights holder in respect of the business triefings,

a2

3.3

4.1 A

4.2

TNA Media will manage the marketing campalgn and activities of the
business briefings

TNA Media wiliin consuitation with Eskem decide; gn all guests
speakers for the business brisfing. TNA Media will determine the dates,
times, and venues for the activities of the business briefing events

SPONSORSHIP FEE
Ineanslderation for the rights granted in terms of this agreement,

om shall pay TNA Media anamount of R 43, 200 000 00 '

three Million, Two Hundred Theusand Rand only), excluding VAT
? business briefing svents, atthe cost of R 1,200 000 (One Mitlion \
and Two Hundred Thousand Rand only} eaci=85the sponsarship fes,

The sponsorship fee shall be payable gs follows:

421 An amount of R 1.200 000 (Orie Milion and Twy Hundred
Thousand Rand only} for each business briéfing event and with
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each payment of R 1.200 000 {One Milion and Two Hundred
Thousand Rand only) payahle within 30 (thirfy) days after sach
business briefing évent and recaipt of tax invoica;

4.3 The sponsorship fee shall be payable, by Elactronic Funds Transfer
(EFT). ,

4.3.1 the follawing bank details will be used to ¢ffect payment;
TNA Media Pty Ltd
ABSA Bank _
Account number: 4066462329
Branch code: 331155

44 TNA shaif use the sponsorship fee as set out above for the business

briefings.
5. TNA's RESPONSIBIITIES

51 TNA Media wil grant Eskomr s Toliowing—

4 Live broadcasts of the event for at least 60 mimRes
1.2 Advertisements in The New Aga

1.3 2 xtables of 10 guests each .

1.4 Banner adverisement on www.thenewage.co.za
15 Useof Social Media

16 Logo's on all invitations

7 & pull up banners at event

guests {o be placed on the main table
ponser.speech from podiurn before event br

6 INDEMNITY AND LIABILITY
81 TNA Media undertakes that during the currency of this Agreement;

1.1 Itwill take all necessary steps to ensure that'no actby any of
its officials, volunteers, agents or nominees will be detiimental
or harmful {o the="Eskom” name: or wilt bring Eskom inte
disrepute. Further TNA Media indemnifies Eskom against any
claim and gosts payable due ta-negligence or fault of TNA
Media, its officials, volunteers, agents or nominees and arising
out of an infringement by TNA Medla of the rights of athers. -

6.1.2 It will act in good faith and support aft matiers relating to the
advertising, promofion and pariicipation by Eskom in the
business briefings.

83  Eskom underiakes during the currericy of this Agrasment that: M




6.3.1 It wik take steps fo ensure thet no act by any of ils employess,
representatives or nominees will be detrimental or harmful to the
business briefings events or will bring TNA Media intg disrepute.
Further Eskom indemnifies TNA - against any claim due to
negligence or faull of Eskom, its employees, representatives or

ominees arising from the infringement of the rights of others ;

6.3.2 It will act in good faith and support all matters relafing to the

activities of TNA Media associated with the busingss briefings.

7.1 TNA Media shall not use any Eskom tradernark, symbal, logo or design
get up of branding without Eskony's prior written conseit. Eskom hereby
prants to TNA Media revocable and non-exciusive approval to use its
name, logo and any other arfwork ar other items of intellectual property,
which Eskom may make avallable to TNA Medis for the purposes
described in this agreemsant, in any and all media. The approval Is valid
for the duration of this agreement and may be revoked at any time by
written notice from Eskom {0 TNA Media.

7.2 Tha revocation of the approval refemed to in 7.1 above shall apply
prespectively to future use and/or publication of such material, but shali
not apply to any miateral aiready published and/or printed.

7.3 The approval herein shall survive the termination of this agreament in
refation to any published andforprinted material that exist at'the time of
such termination.

7.4 TNA Media shall not be entitied to cede, assign of in any way, avail the
approval grantéd in terms of this clawse to any third party without Eskom’s
written consent.

7:5 Al intellectual property rights of any nature whatsoever whether capable
of registration or not (whather registered-or nof) in the Eskom name.
Eskom marks, logo, image and all other matters refating to Eskom shall
remdin'the sole-property of Eskomn and TNA Media shall not acquire any
right in relation.to such intefiectual property

CONFIDENTIALITY

The parties agree that afl details relating to the sponsorship by Eskom in
terms hereof shall remain confidentlal and shall not be made known uniess
Eskom gives writfen consent,

%{,
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11

BREACH

9.1 Either party shall be entifled to cancel this Agreement in the event of the
other party being guilty of a breach of any of the terms of this Agreement
and failing to remedy such breach within 14 (fourteen) days of having
‘been catied upor in-wiiting by the other party {o do so.

9.2 ‘Should the business briefings cease and the markeling campaign be
cancelied for any reason whatsoever or should Eskom withdraw its
sponsarship, TNA Media shall ensure that the Eskom name, logo or
symbols are not used or essocialed in any way with TNA Redia
aciivities as govemed by fhis agreement. L

FORCE MAJEURE

101 TNA Media shail not be responsible for the cancellation or
postponement of the business briefings In the event that such
ganceliation s caused by acis of God andfor acts beyond the
reasonable control of TNA Media sich as war, civil disturbance and
such non-performance will not be a default under this agreement nor 2
ground for tammination of this Agreement.

10.2 In the event of any one of the acts mentioned in 12.1 above arising.
TNA Media shall notify Eskom In writing within 48 hours of having
knowiedge of such act.

CESSION

444 Neither party may cede and delegate any of its rights and
obligations {including Habilities) under this agréement to any
person without the written consentof the other party.

11.2 Notwithstanding the above, Eskom may on wrilten nofice to'the
other party cede and delegate its rights and obligations under
this agreement to any of its subsidiaries or anyofits present
divisions or operalions which may be converled Into separate
legal entities as a result of the restructuring of the electrical
supply industry and the Electricity distribution Industry.

PJP-254



12 TERMINATION

121

Notwithstanding anything to the confrary set out In this Agreetnent, either
party shall have the right to terminate this Agréement' by notice in writing
tor the other, within 15 (fifteen) of the date upon which it becomes aware
of the occurmence of the events, if:

12.11 the cother party shall be declared benkrupt or , or go into

5 liquidation, efther compuisory or voluntary (ofher than for the
purposes of feconstruction or amalgamation); or other party
passes a resolution o be placed under busiriess rescue or any
application is threatened or lodged for Its placement info
business resoue or under business rescue supervision.

12 1.2 Any administrative receiver or similar officeris appointed in '
respect of the whole or part of its assais or [f'either party shali
make any voluntary arangement or composition with its
creditors generally or any simllar actions shall be taken or
enforced against either party.

13  ARBITRATION

13.1

132

133

134

Should any dispute or difference arise out of or in connection with this
agreement, of its interpretation, the parties shall endeavour to regolve
such dispute or difference in an amicable manner. in the event that the
digpute or differance is not resolved, either pasty may at any time by
written notica inform the other that such dispite remains unresolved
and request that the matter be determined by a third parly {arbitrator},
in terms of what Is set out below, unless otherwise agreed inwniting
between the partieg

The parties shalt within' 30 (thirty) days ‘of the nofica referred to above
fagree on a.person or persons to act as arbitrater in the matter.

irithe event that the parties are unable to agree on the arblirater within
30 (thirty) days of the.date of the notice referred to abave; then in'such
an@vent efther party may Inwrithhg request that the President of the
Adbitration Foundation of Southem Africa (AFSAPEppoint a suitable
arbitrafor togct herein,

The proceedings shall be heW at a verue“within the area of
Johannesburg ot Pretoria and unless otherwise agreed by the parties,
in atcordance with the formalities and the procedures defermined by

$he arbifrator,
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13.5 Unless the parties agree on lerms of reference, procedures for the
arbitrafion and any other matter relating to the arvitration within 14
{fourteen) days of the appointment of the arbilrator, a meeting shall
forihwith be convensd by the arbitrator with the parties to:

13.5.1 Determine the terms of reference for the arbitration;
13.5.2 Determine the procedures for the conduct of the arbiiration;
13.5.3 Determine any other matier necassary,

13.4 In the event that the parfies fail or are unable to agree on any of the
maiters referred 1o 2bove, the arbitrator shall be entitied to make a
determination on such issues, subject to dlause 13.7 below.

135 Urless ofherwise agreed to by the parfies, the rules of the Arbiration
Foundation of Southem Africa (AFSA} shail apply to. the arbiiration
proceedings and any otfier matter refated thereto. :

14 DOMICILE

14.4Each party chooses its domicilium citandi el executandi (“domicilium®) for
all purpotés under this Agreement, whether for serving any cour:
process or documents, giving any motica, or making any other
communications of whatsoéver nature and for any offier purpose
arising from this Agreement (*notice”), as follows: '

‘Eskorn. Megawatt Park, Maxwell Drive, Sunninghili

Postal address: PO Box 1091, Johannesburg 2000, RSA,

Tel No.: +27 11 800 4585

Fax No.: +27 11 800 5803

Attention: Collin Matjita,

£-mail; MatiMC@eskom.co.za

Website: www, 88KoM.CO.28

TNA Media: 52 Lachwe Street, Corporate Park South,
' Midrand

Pottal address: 5728 Halfway House, Midrand, 1605

TelNo.: 011 642 1222

Atention: Nazeem Howa

Email: nazesmh@tnamedia.co.za

Website: www.thenewage.co.za

14.2 Any notice required or permitted to be given under this Agreement shall

be valid and effective onlfy if in writing and shail:

.

4

> p
L



14.3

4.4

14.2.1 f delivered by hand be deemed to have been duly recsived by
the addressee on the date of delivery,

14.2.2 \f posted by pre-paid registered post ba deemed to have been
duly received by the addressee on fhe 7% (seventn} day
following the date of such posting; or

14.2.3 if successiully.transntitted by facsimile be deemed 16 have been
received by the addresses 1 {one) day after dispalch.

Nefwithstanding anything to the confrary contalned in this Agreement,
written notice of communication actually received by one party fram the
other parly including by way of facsimile transriission shal be
adequate written notice of communication o such pary.

Any parly may by notice o the other party change its domigilium to
another physicat address and such change shall take effect on the 7
{seventh) day after the date of receipt by the pary who (a5t receives the
natice.

1§ GENERAL

15.1

182

15.3

15.4

15.5

This Agreement constitutes the sole record of the agreement between
the parties with régard lo the subject matter hereof. No party shall be
bound by any express or implied term, represeniation, warmanty,
promise or the like not recorded herein :

No addition to orvariation of, oragreed cangeliaion of this Agregment
shall be of any force or effect unless in wiiting and signed by or on
behalf of the parties.

No relaxation or indulgence which any parly may grant fo any other
shall constitute a waiver of the rights of that party and shall preclude
that party from exercising any rights which may have arisen in the past
or which might arise in future.

This agreement shall b governed by the laws of the Repyilic of South

The parties shall indheir dealings with each other display good faith.

signed at JADRAYE  ontris 3. dayof. . AT G 2008,

AS WITNESSES:

o
&
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1. _Introduction e Page: . 3 of 41

The Eskom Delegation of Authority Framework. (Framework) is codified in fwo parts, namely the Eskom
Delegation of Autherity Policy (Principles) and Annexure A the Delegation of Authority (Delegation). The
Policy sets out the principles and conditions upon which the Delegation is based, whereas the
Delegation records the nature, extent and financial limits of the authorities delsgated by the Eskom bogrd
of directors (‘the Board®) to Delegees. For ease of reference, the principles and specific conditions are also
set out in the Delegation.

2. Policy Content
2.1  Policy Statement

This policy sets out the DOA powers and authorities delegated by the Board. it prescribes the scaope,
conditions and parameters within which the powers can be exercised by executives and all employess,

The powers of the Eskom Board shalf be exercised subject to the provisions of —
+ the Memorandum and Adicles of Association ("Articles”);
+ the Shareholder Compact;
= the Companies Act No. 71 of 2008 (*Companies Act”);
* the Public Finance Management Act No. 1 of 1999 (PFMA); and
= any other legislation applicable to Eskom.

The Board hereby delegates the powers and authorities as set out, subject to the principles and conditions
sst out herein, which may be amended from time fo time and the policies and guidelines that may be
applicable

2.2 Principles and Conditions of the Delegation of Authority
2.2.% Shareholder approval, consuitation and reporting

2.2.1.1 The Companies Act and PEMAset out the matters that require'sharehoider approval. Inter
alia, the following matters shall require shareholder approval:

ay Entering info any transaction or the purchasing or disposing of any asset other than in the
ordinary, regutar and normal course of business;
b} making a decision falling beyond the scope of the mandate and authority of Eskony;
¢) the sale or alienationef the gompany or the whole or a substanfial part of the assets of the
company,
d) the appointment of directors to the Beard; appointmentof the Chief Executive or Chairman;
¢} the policy and framework for the remuineration of executive and non-exacutive directors;
f) the issuing or approval of the transfer of Eskont'shares;
@) an alteration of share capital, the allotment or issue of shares, or share buy- backs:
h} certain aspects of the business plan, namely; '
*  glrategic intent, and
*  key performance indicators for the shareholder compact.

CONVROLLED DISCLOSURE
When downivaded from the docurnent management systerr. this dosument is uncontralled and the fesp‘cmsibility rasts with the

user 1o ensura 1t is in fie with the authorised version on the system.
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{} matters provided for in section 54(2) of the PFMA; _
i} the provision of financial assistance to any party as contemplated in sections 44 and 45 of
the Companies Act.
2.2.1.2 In terms of the Public Auditors (Audit or Auditors) Act 25 of 2004, an auditor may not be

discharged prior to the expiry of that auditor's ferm of appointment excapt with the consent
of the executive authority (shareholder) and the Auditor-General.

2.2,1.3 The shareholder shall be consulted, interaliaywith.regard to the foliowirg:

a} the development of an appropfiate dividend policy and framework; and
b) the appointment of directors to the boards of Main Subsidiaries.

2.2.1.4 The shareholder shall be provided with reports on the following matters:

a) a projection of revenue, expenditure and borrowings for the financial year in the prescribed
format; 5, E

b} @ carporate plan, in the preseribed format, covering the affairs of Eskom for the following
three financtal years and, if # has subsidiaries, alsc the affairs of the subsidiaries: and

¢) quarterly repérts on the parformance of Eskom.

2.2.1.5 In terms of section 54(1) of the PFMA, the Board must submit to the relevant treasury or
the Auditor-General such information, refums, documents, explanations and motivations
as prescribed or as may be required,

2.2.1.8 In terms of section 55 of the PEMA, the Board must —

a) submit financial stafements within two months after the end of the financial year to the
auditors for auditing; _
b) submit within_ five months of the end of the financial year o the sharehoider, relevarit
treasury andthe Auditor-General—
l.an annual report.on its activities;
l.the financial statements for that financial year; and
Hl.the report of the auditors.

2.2.1.7 In terms of section €6 of the PFMA, Eskom as a public enfity isauthorised to borrow
monegy and ~

a) must annuafly submit to the Minister of Finance a borrowing programme for the year;

b) ‘may not borrow money in a foreign currency above a prescribed limit, and

¢} ‘may only exercise these powers through the board unless specifically authorised by the
Minister of Finance to delegate such powers.

CONTROLLED DISCLOSURE
When downloaded from the dogurerst management sysiem, this document is uncontrolled and the responsibility rests with {he
-userta ensure it is it fine with the authorised version on the system. .
Mo part of this document may be reproducsd without the kprasséd consent of the copyright holder, Eskorn Holdings SO0
Limied, Reg No 2002/018527/06.
Hardl copy printed o 11 July 2013
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2.2.2 Powers and authorities of the Board of Directors

2.2.2.1 The Board is smpowered to exercise all powers and authorities to lead, control and ensure
the effective anagement of Eskom and to delsgate any or alf of such powers to an official(s),
employee(s}), any other person and/or to a committee(s} of Eskom, subject to the provigions
set out herein,

2.2.2.2 The approval of the Board shall be obtained for ali matters that are beyond the authority
delegated.

2.2.2.3 The Board shall comply with its obligations in ferms of the company laws of the Republic of
South Africa and the PFMA and in particular Wwith the fiduciary duties and the general
respongsibilities of the Board as set out in the PFMA.

2.2.2.4 The followdng malters, interalia, are specifically reserved for approval by the Board:

a) the corporatefousiness plan (including the financial plan), and budgets.

b) performance objectives and the strategic direction for Eskom,

¢} dacisions regarding additional or new generation capacity, or the recommissioning of
mothbalied plants. '

d} annual reéports, infegrated reports and financial statements.

e) key policies that are not delegated to a specific Board committee, and in particular the —
. investment policy; and
I ‘visk management policy. -

f} appointment of auditors in the event that the Auditor-General does not perform the audit
{Board Audit and Risk Committee funiction). '

g) financial lease fransactions as contempiated in the PFMA.

h) succession planning for exacutives.

i) mechanisms 6 monitor the performance of executives.

j) recommendations regarding matters requiring shareholder approval.

k) the restructuring of Eskom.{this-refers tc any restructuring that results or couid result in 3
change in the ownership of significant assets or a significant business, the establishment of
d new entity,.the transfer of significant assets out of Eskom, or any intemal planning or
preparation that is initiated as a first step towards the implementation of-initiatives ini this
regard).

{} any other matter that the Board may from time to time reserve for decisionfapproval by the

~ Buoardl, '

conditions set out hersunider and the delegation of such authorities —

a) does not divest the Board of its accountabilty relating to the exercising of the delegated
aythority or the performance of the assigned duty; ' "

b) may be given to a specific individual or o the holder of & specific position or to a committee;

€} Is subject to the statuiory and legal limitations recorded herein, and such other lawful
timitations as may be applicable to Eskom from time to time;

d) is subject to any limitations, conditions, policies. andior directives that the Board, or
executive management may from time to time prescribe; and

2) may at any time be revoked or varied by the Board,

2,225 The powers and/or authoritles defegated have to be exercised subject t¢ the terms and

CONTROLLED DISCLOSURE
‘When downloaded from the document managemant system, this documant is unconirglled snd the responsibilify rests with the
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2.2.26 The Board may confirm, vary or revoke any decision taken by a Delegee as a result of a
delegation in terms hereof, subject to any rights that may have become vested as a
consequence of the decision.

22,27 The Board shall ensure that notwithstanding the defegation of its powers, it reviews the key
policies, including investment, procurement and risk management, and the contrel policies
and systems on a regular basis.

2.2.3 General conditions

2.2.3.1 Unless otherwise specified, the Delegees referred to hersin ‘are hereby autforised, in

writing ~

a) to delegate further any powers and authorily delegated to such Delegee to an officer,
empioyee, any person or committee and to allow the sub-delegation of such powers in
exceptional cases oaly once and where necessary, in terms of the needs of the businass;
and

b) to impose any limits of conditions in such Further Delagation fo ensure good governance
and controls with regard to the exercising of such powers. . ' '

2.2.3.2 The Chief Executive or EXCO may delegate such authorities to another pérson or committee
in terms hereof, even if such powers were not deiegated to such other Deléges by the Board
interms of the Delegation.

2.2.3.3 The Chief Executive and EXCO shall be responsible for the management of all delegations
and authorisatiors granted in terms hereof to.all Executives and other employees and shall
ensure that Delegees act —
« lawfully;
+ within the scope of their powers and authorisation, and in terms of the rules, policies

directives and procedurss

2.2.34 Any power not expressly delegated by the Board shall remain vested in the Board, unless

such power can be regarded as necessary or incidental to a power that is delegated.

2.2.3.5 itis hereby recorded that the Chief Executive is, in general terms and subject to what is
set out herein, delegated with the full authority to manage and run the Eskem's business:
arnd

a) The provisions_hercof shall not be constiued as-in any way limiting-the authority of the
Chief Executive, subject to the ‘overall limitations.set out herein, 10 manage the day-to-day
operations of the business inf accardance with his/her performanca compact.

b) [n particular, the Chief Exacttive is authorised to prescribe the manner in which authority is
exercised by Delegees, and is enfitled to act in any, matter even where authority is
delegated fo another Delegee, and to revoke or amend any Delegation granted to any
Delegee, provided that any such amendment shall not grant to any Deleges any higher
authority than that granted by the Board for that level of Delegee. The authority of the Chist
Executive a& set out in this clause extends to EXCC subcommitiees but does not extend to
the Board Committees. ' _

¢} The Chief Executive shall be entitied to implement or give sffect to a Board mandate in the
manner he deems mast effective and efficient for Eskom, and he shall not require Beard
approval for each aspect of a transaction or the structuring of trahsactions, falling within a
Board mandate. '

CONTROLLED DISGLOSURE
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2.2.3.8 Where power is delegated to more than one Delegee, it shall be on the basis of a différent
functional responsibility and financial fimits.

2.2.37 In keeping with the approval of the Minister of Finance in terms of section 66(6y of the
PFMA, the Further Delegation regarding Eskom’s Treasury activities, as sat out in the
Delegation, is hereby approved.

2.2.3.8 Absence of the Chief Executive, Finance Director, Group. Executive/Divisional Executive
of othier Delegee.

a}) Should the Chief Executive, Finance Director, Group Executive/Divisional Executive or any
other Delegee be_absent from office he/she may, in writing, appeint _a manager to act in
hisfher stead with full or limited delegated authority. Where such Delegee is the Chief
Executive, the person appointed so fo sct shall be a member of EXCO and where the
Delegee is the Finance Director or a Group Executive/Divisional Exscutive, the person
appointed 80 to act shall not be lower than the level of a General Manager. Where there is
no Senior General Manager or General Manager in a particular division, the appointment
of an appropriate E Band employee will be acceptable. Where such absence or delegation
is for & period longer than three working days (even if 1o different persons), the approval of
the next level of authority shall be obtained, In the case of the Chief Executive the approvat
of the Chairman of the Board shall be obtained I required for more thari one month,
subject to a maximum of three months.

2.2.3.9 Allocation and reatiocation of responsibilities:

a) The Finance Director, Group Executives/Divisicnal Executives or any other parson with
delegated powers may only xercise those powers in respect of the responsibilities and
funetions afecated to them from time to time, in terms of a performance agreement (compact)
or 'spegific instructions or mandates. The Chief Executive Is authorised to define the $cope
and functional area of responsibility of the Finance Director, Group Executives/Divisional
Executives and Divisional Executive Cammiittees and in this regard may revoke, amend of
vary any delegation granted by the Board fo any Delegee, pravided that such amerndment
does rot result in any higher autherity than that granted to that level of Delegee by ihe Board.

b) In the event af anyreallocation of responsibilities to any other person, or the appointment of
additional Group Executives/Divisional Executives, all powers delegated interms hereof shalf
vest in such appointees in respect of the furictions to be carried out by such.8ppaointees. The
Chief Executive shallin suchrinstance confirm in writing the partictlar functions to be carried
out by such appointees and provide for any additionat gondifions that may be applicable io
the exercising of stich delegated authority, and shalf be entitled to delegate any other
powers 10 such appointees.

¢} The Chief Executive shalt be entitied to appoint any executives, in addition to EXCO members,
to report directly to him/her, and to allocate responsibilities to such exacutives, provided that
the appointment of EXCO members and Group Executives/Divisional Executives shall be
approved by the People and Governance Commitee.

N
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2.2.3.10 Signing authorities

a) Al signing authorities are subject to the limitations and directives in respect of the gpecific
delegation to which the signed agreement or document relates. A Delegee may sign ail
documents relating to a delegated authorily exercised by the Deleges. A Delegee may also
authorise any Eskom official or appointed agent to sign any documents, the principal terms of
which have been approved by the Delegee. _

b} The delegation of signing authorities i subjectiothe proviso that any contract that is approved
or within the authorisation fimitsiof the EXCO Procurement.Subcommittee, Board
Tender Committee (BTCy or the Board itself shail only be delegated to the level of a Senior
General Manager_or General Manager and where sueh Senior General Manager or
General Managet does not exist within a division, a delegation fo an appropriate E Band
employee wili be acceptable.

2.2.3.11 inthe absence ofany Delegee within whose authority a matter falls, and i there is no

or agreement to give effect fo any decision of the Board, any of its committees, or any
other Deiegee.

2:2.312 Where Board approval is required, the Board may authorise committees of the Beard to

exercise such authority on its behalf, provided that such authority is set out inthe terms of
reference of the said committee orthata specific mandate is provided by the Board to
such committee.

2.24  The Chairman of the Board

2.2.4.1 The‘Chairman of the Board is authorised to sign any document, memorandurm of
understanding or confract, which —

a) Is within the decision-making powers of the Board, and approved by the Board:

b} is within the dagision-making powers of the CE and approved by the CE; and

) is within the de€ision-making powers of a Group Executive/Divisional"Executive or any
other Delegee, gnd approved by the Group Executive/Divisional Executive or such
Deleges.

2.2,4.2 Donations may alse be made bythe Chairman of the Boardin fesms ofwhat is approved
by the Board as part of the budget for the year.

2.2.4.3 The Chairtan is authorised to approve any travel (domestic and overseas), training,
conference and subsistence claims in respect of the Chief Executive and Non-Executive
Directors,

a) Appr_aval of the Chairman’s travel (domestic and overseas), fraining, conference and
subsistence claims shall be subject to the policies approved by the Board's People and
Governance Committee. °
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2.2.4.4 The Chairman may appoint consultants, or purchase, or lease movable assets or approve
contracts for any services up to the maximum financial amount approved as part of the
annual budget for the Chairman. The finaricial limit applicable shall be R15 million per
transaction and for a period of five years, subject to the procurement and other policies
that are applicable to Eskom.

2.2.5 Board committees

2251 The Board has various Board committees: The powers delegated to the Board
committees are set out in the Delegation and must be read together with the terms of
reference of such committees.

2.26 Urgent [Emergency powers

2261 Ut is hereby recorded in case of an emergency or if there is an urgent matter, the Board
authorises that it can be dealt with at a special meeting convened as foilows:

2.2.6.1.1 The convening of the meeting must be approved by the Chairman, and.in his absence
the Chairman of the IFC and the Chief Executive.

2.2.6,1.2 The meeting may be convened at three hours’ notice o ail members.
2.2.6.1.3 All members shall be invited.

2,26.1.4 A quorum (urgent/emergency special meeting guorum) shall be met i the following
members are present in pérson or otherwise;

1. | the Chairman or Chairman of the IFC,
1.  the Chief Exacutive or the Finance Director
itt. ' three additional members of the Board.
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2.2.7 Specific conditions and principles
2271 Specific overall conditions

22711  The following are specific additional conditions applicable 1o the entire delegation of
authority:

2.2.7.1.2 Where nofinancial limit is gpecified, the.authority is subject to the general financial limit
set out herein. All delegated amounts exclude VAT,

22713 Al limits are per transaction unless otherwise stated. Any higher awthority may exercise
any power delegated to a lower level authority.

22714 Exceptfor procurement matters, an authorised Delegeeis entitled t s giscretion to
make any decision without the need for a recommendation from any party.

22715  Any submission to the Board or a Board committee must be authorised by the GE,
EXCG or.an EXCO subcommitiee, where applicable.

22716 lntheevent of any doubt regarding an authorised signatory, the Chief Executive is
authorised to sign any document to give effect to a transaction authorised by the
appropriate approval authority. The CE may also sign any document, notwithstanding a
specific mandate given {o any executive:

2.2.7.1.7, The powers delegated in terms hereof may be delegated further by the Delegae]
including in terms of the standard group /divisional delegation.

22.7.1.8 Anypower delegated to any EXCO subcommittee may be reallocated to any other
subcommiliee or other Delegee by the Chief Executive after consultation with EXCO.

2.27.1.8 Any power to be exercised in consuitation with another party means by agreement with
the partydo be consutted and acting after consultation with-another party means
obtaining that party's inpot.

2.2.7.1.10 Where any pawer needs io be exercised in or after consultation withEXCO, the CE
may delegate suchipower o any other-Deleges or to a subcommittee of EXCO in
consuitation with EXCO or after consultation with EXCO, aswequired by the relevant
condition,

227111 The exercising of any powens delegated interms hereof to the FD/GE/DE o
management is subject to any additional limitations or also conditions that the CE may
in writing prescribe. The exercising of the powers of DEs is subject to the conditions
imposed by the GEs to whom they report. The authority delegated includeés the power
to sign any document or agreement to give effect to the authority, subject to any legal
restrictions set out in the legal section of Part 2 of the DOA.
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~ When downlozded from the document management system. this document is uncontiofled and the responsibility rests with the
uset 16 enstre it is i ling with the authorized version on the system,

No part of is decuingnt may beé réproduciad witholit the expressed consent of the copyright holder, Eskem Holdings S§0¢
Limited, Reg No 2002/015527/06.

Hard copy printed on: 11 July 2013



PJP-271

Theé Eskorn Delegation of authority Policy Unique identifier:  240-62072907
Revision: 1
Page: 11 of 41

228 investment/Capex

22.8.1 In order to expedite decision making, the Financial/Business Plans, including all major
investments and projects, should be tabled at IFC and the Board at the beginning of each
financial year.

2.2.8.2 Where co-approval is applicable, any other disinterested EXCO member may approve in the
absence of the CE or FD, provided that at least one of them (i.e. CE or FD) approves as
well

2.2.8.3 The CE (or EXCO or |CAS if delegated by hin) is authorised ta'realiocate budgets or allow
over-expenditure at Group/Divisionai evel, provided that undér no circumstances wiit the
Eskom Financial Plan/Budget be exceeded, without the approval of the IFC or Board, as
applicable.

2.2.8.4 In any matter where FD approval is required and the FD is the proposing party, another
disinterested £EXCO member shall approve together with the CE.

2.2.85 Planned means that the project is inciuded in the approved five-year Financial/Business
Piart and the cash flows are within the cash flows for the approved three-year MYPD
period as well as for the balance of the six years of the plan. Alternatively, the five-year
pian and the annual budget at Group/Divisional/OU level andfor at Eskom level have been
revised to include a project that was not originally included in the plan.

2.2.8.6. SMF'means the Significance and Materiality Framework.

2.28.7 The GrouplDivisional/Regional Committees shall include members with technical and
firancial skills.

2.2.8.8 Investments as referred to herein inctude authority in respect of disposals or divestitures,
subject to any spacific limitationesetout.

2.29 Reallocationof investments

2.2.9.1 Approval is required for reprioritisation above the limits delegated.

2.2.9.2 Each Groug/ Division is permifed to reprioritise its appfoved. Plan every three months,
subject to the approval limifations as stipulated, provided that the fotal value of both year ane
and the total five-year approved Plan is fiot exceeded. Onee approved, the delegation will
apply to this revised / reprioritised Plan for the remainder of that financial year.

2.2.9.3 The revised Plan must be reported to the IFC at its earliest meeting, f not approved by the
IFC.

2.2.9.4 The raallocation or reprioritisation will not tngger an over-axpenditure on a budget if it is within
the approved total budget.
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2.210 Indemnities/Guarantees

2.2.10.1 With regard to an indemnity that-forms part of a contract, the Delegee that has the
transactional authority to conclude the contract is authorised to provide the indemnity,
security or guarantes,

2.2.10.2 The additional conditions that will be applicable include the following:

2.2.10.2,1 No further delegation shall be permitted other than that specified herein.

2.2.10.2.2All guarantees, indetnities and securities must be reported to the Eskom Treasury,
Finance Director and Board.

2.2.10.2.3The aboye authority is limited to guarantees, indemnities, securities or any other
transaclions that Bind the company to any future financiat commitment, Ity rélation to the
Eskom: Group's erdinary course of business and within the functional accountability of
Delsgees.

2.2.10.2.4Qnly the Eskom Treasury Department and CE/FD shall have the powerta issue
guarantees, indemnities and securities related to trading in financial markets.

2.2.10.2.5The detegations herein regarding PFMA section 68 transactions are subjsct to the

underiying transaction’s being part of a pre-approved budget and approved Corporate
Plar.

2.2.11 Leases.

2.2.11.1 The entefing into of leases and rental agreements is also subject to the procurement
processes as prescribed.

2.2.11.2 The SGM Treasury must be notified of all leases and rental agreements, excluding
propesty rental agreements above R1 million, to ascertain.exposure to financial leases.

2212 Procurement

2.2.12.1 The commercial processes sholld be fair, 8quitable; transparent, competitive and cost-
effective. All authority set out herein can only be exercised after an appropriate -
procurement proeess has been executed by a Procurement Practitioner assigned by
Group Gommercial.

22122 The Technology and Commercial Group is responsible for the procurement process and
exectition.

2.2.12.3 All Sole Source, Condonation, Ratification and Medifications exceeding 20% i in terms of
time/vaiue must be approved by the appropriate Procurement Committees and reported
to the EXCO Procurement Commiitiee if within the group/divisions. All Sole Source
Transactions must be reviewed by the Supplier Dévelopment and Localisation
Department.

'CONTROLLED DISCLOSURE
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2.2.12.4 Proof that the expenditure is budgeted for or approved must accompany the
recommendation for approval.

2.2.12.5 Al procurement is subject to alignment with ithe_ Corporate Plan targets, or any
procurement framework developed by the GE Technology and Commercial.

22126 Al disposals must be executed via an authorised representafive of the. Investment
Recovery Department and ail disposals of fixed assets other than in the ordinary and
normat course of business must bereported to EXCO and the Board,

2.2.12.7 With regard to the appointment of consultants, the Internal Consulting Department must
be consulted prier to any appointment and ensure that ampowerment and transformation
are taken into account.

2.2.12.8 Regional or Site Tendar Commiitee means a committee established for procurement
within & Group/Division by the CE/FDIGE/DE, consisting of at leasi three fhembers,
collectively with technical, commercial and finance representatives/skills, to approve
procurement for a site/BU {Site Committee) or across sites {Regional Commitiees) and
must include a representative from the Commercial Department and take into account
equity and fransformation in its composition.

22,129 Corporate Opex or Capex Procurement Committee means a committee established at
head office by the GE (Technology and Cammercial) for procurement matters.

2.2.12.10 The Board IFC and BTC are authorised to delegate any higher authority to EXCO or
managemeant in this regard.

2.2.12.11 Auditor fees must be approved by the Audit and Risk Committee subject to the approved
budget.

2.2.12.12 All transactions within Dual and Triple Adjudication -~

a) mustbe reported to the Committee authorised to deal with that level of decision for
oversight.

b) Transaetions trends must be analysed and investigated by Group €ommercial Risk
& Governance to identify and manage risks and compliance on transactions below
R5 miltion {including SD&L).

2.2.12.13 All transactions to procurementicommittees below the EXCO subcommittee must be
reported to the hext level committee for ovarsight.

2.2.12.14 Project Soyrcing and Commodity Sourcing Procurement Strategies must be submitted to
the relevant commitiegs as a whole for the project, not merely the individual packages.
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2.2.12.15 Procurement strategies for capital expenditure should be presented to the relevarit
committegs before ERA (after DRA} approval to ensure proactive inputs by the relevant
commitiees before the final investment decision is made.

2.2.12.18 All procurement decisions must be reported to the next level committea for information.

2.243 Disposalafland
2.2.13.1.1 With regard to all disposal of Land & Rights and Commercial Property -

a) the GE Commercigt and Technology and FD nitat be consulted before submission to
the Board/Board IFC for appraval, __
b) Disposal must be recommended by the Land and Rights Committee.
2.2.13.2 A Registered Vaiuer and Quantity Surveyer must be consuited for ail Lands & Rights
transactions: '

2.213.3 Alltransactions within Duaf and Triple Adjudication must be reported fo the Lands &
Rights Commitiee for oversight.

2.2.13.4 'The CE must he consulted priar to the disposal of any immovable propery.

22135 Anyoverap between Land & Rights & Properties will be addressed by the CE interms
of their mandates.

2.2.14  Electricity sales and purchases

2.2.14.1 | The Shateholder must be notified of all international Transactions and must approve
jong-term sales or fong term PPAs in terms of the Significance and Materiality
Framework. .

22142 All ransfctions will besbased on the Standard Terms & Conditions unless otherwise
approved.

2.2.14.3 A long-ferm¢ontract exceeds three years,

2.2.14.4 Entering into power purchase agréements.is subjeetio the general investment and
procurement delegation:

2,245 Human Resources

2.215.1 Al terminations for performance or misconduct shall be subject to the applicable HR
policies.

2.2.15.2  All appointments must adhere to the HR policies.

2.2.15.3 The appointment of the CE is a matier réserved for the Board and sharehoider.
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2.2.154 All temporary/acting appointments must be made in writing and in respect of GEs, must
be approved by the CE.

22155 Any temporarylacting appointments in respect of the CE, FD, GE or DEs for longer than
three months must be approved by the CE and the People & Governance Committee,

2216 Finance

2.2.16.1 Ta prevent doubt, the CE and/or £D may.in tenns of the general principles set out in
terms hereof delegate further the authority to open and eperate bank accounts and to
issue duplicate certificates as set out herein.

2.2.17 Treasury

22174 The SGM (Eskom Treasury) and Treasury Officials: may implement the borrowing
programme and effect all transactions necessaty or incidental thereto, subject to the
delegation, conditions and limitations specified by the FD, and in agcordance with the
Board-approved borrowing programme and the appraved Eskom Treasury Mandate.

2.217.2 The authority granted in terms hereof includes all necessary and incidental authority
required to implement the borrowing programme, inciuding the listing, issuing of bands,
making investments, withdrawa! of funds and implementing hedges.

2.217.3 Any fimits regarding this authority may be prescribed in the Treasury Mandate by the
Board Audit and Risk Committee.

22174 Contract Management: Legal

2.2.17.4.1The eritering into of any international MOU will be subject to the Significance and
Materiality Framework.

2.2.17.4.2 Best praetice requires the establishment of Variation and Glaims  Committees.
2.2.18 Operation

2.2.18.1 The delegation of operational and managemesnt-authority is subject, inter afia, to
adherence to the Corporate Plan, Group/ Divisional mandates, Eskom-policies and the
delegation of autharity.

2.2.19 Corporate Social Investment

2.2.19.1 Donations made by Eskom shali be for education, schools or appropriate community
projects, but shall exclude political party activities, grants to individuals and profit-making
organisations/businesses.

2.2.18.2 Most Corporate Sccial investment initiatives will be channelled through the Eskom
Development Foundation.
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3. Supporting Clauses
3.1 Scope
3.1.1 Purpose

in striving 1o be a top performing company, Eskom has to ensure that it is a well-govarned and ethical
erganisation. Good governance involves a broad range of conduct and processes. One aspect of
good govemnance relates to an effective decision-making process; and a clear delegation of authority
contributes to the applicability of an effective decision-making process.

The DOA in the main addresses the delegation from the Board to executives. it Is to be supported by

further delegations by the executives (CE/FDIGE/DE) to employses in the organisation in terms of a
standard Group/Divisional Deiegation.

3.1,2 Applicability

This policy shall apply ihroughout Eskom Holdings SOC Limited, including subsidiaries which have
the maxirmum powers as per a Group/ivision. This DOA Framework supersedes’ any ptior DOA
Frameworks, and is effective from 1 April 2013

3.2 Normativelinformative References

Parties using thig document shall apply the most recent edition of the documents listed in the
following paragraphs.

3,21 Normative

] TheMemorandum and Articles of Association ("Arficles”)
[2] Shareholder Compact

(3] Companies Act No. 71 of 2008 ("Companies Act’)

[4] Public Finance Management Act No, 1 of 1899 (PFMA).

3.2.2 informative

[5] Significance and Materiality Framework.
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3.3 Definitions

3.3.1 Unless otherwise indicated by the context, the following words and phrases shall have the
maanings assigned to them heraunder

3.3.2 Delegee shall mean any person or committee that is delegated authority in terms of this
Delegation.

3.3.3 Delegate shall mean a person or committeethat is delegated authority by a Delegee, ora
person authorised by or acting on behaff of the Delegee.

3.3.4 Executive shall mean F Band employees.

3.3.5 Fuither delegation shall mean 2 delegation by a Delegee.

3.38 Sub-delegationshallmeana permitted delegation to another by & Delegate.

3.3.7 Official means an employea or Director of Eskom.

Title definitions:

3.3.8 Procurement Practiioner: an employes within Eskom's Group Commercial, appointed and
ageredited to manage or execute a procurement procedure or process.

3.3.9 Procurement Middie Manager (MPS Band)means the M/P/S Procurement Practitioner
specifically responsible for managing the performance quality of the procurement disposal
function.

3,3.10 Procurement Exacutive Manager {E Band): means the ® Band Procurement Practitioner
specifically accountable for managing the performance quality of the procurement /disposai
function.

3.3.11 Commaercial General Manager-An appointed executivemanager with a dirsct reporting
refationghip ta.the GE: Teghnology & Commercial.

3.3.12 Disposal Officérs tmeans the Procurement Practitioners who by virtue of &writien
appointment arg responsible for the disposal of moveable assets andi,goqds.

3.3.43 Land & Rights Practifioner means an Eskom empioyee appointed to'execute transactions
relating to the sourcing and securingof land and associated Jandiproperty rights.

3.3.14 Land & Rights Development Manager means.an Eskomemployee a_ppc_nin’%ed to manage
trarisactions refating to the sourcing and secufing of land and associated land/property
rights

3.4 Abbreviations
CE/FD: a sideways slash between any two words means OR
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Abbreviation | B Explanation
AGM  Annual General Meeting
BTC | Board Tender Committee
CAPEX Capital Expenditure
CE Chiefexecutive
CS(SHE} | Comporate Sustainability {Safety, Health and Environment)
CSl R _ G‘t;arpo_rate. Social Investment
oX Group Customer Services
DE Divisional Executive i
DOA Delegation of Authority
DPE Department of Public Enterprises
DM Demand Side Management
Dx I"Distribution Division
EE ' E'skbm Enterprises / Ernpioy'r;ient'iéql-.ﬁty
ERA [ Execution Release Approvat
ESDEF Eskom Development Foundation
EXCO Executive Management Commities
FAQ Frequently Asked Questions
[FBE Fres basic electricity
FD Financial Diregtor
 GCS Group Customer Setvices =
GE Grolip EXecutive
GHG ‘Greenhouse gas
| Gx “Group Generation Division
HR 1 Group Human Resources Division
ICAS jnvestment and Capital Assurance Subcommittee
| FC Investment & Finance Committee
KPI Key Performance Indicator
NMOU __.Mmorahdijrﬁ of Understanding
CONTROLLED DISCLOSYRE
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“Abbreviation _Ex_pfana‘ﬁon
MW | Megawatt
MWh “Megawatt hour {1 000 kW)
MYPD Wialt-Year Price Determination
"OPEX OQQkatin,g Expenditure
PCM | Process Control Manual o
PED Primary Energy Department
PFMA Public Finance Management Act
"PPA Power Purchase Agreement
PP Producer Price Index
PSA Poder Supply Agresmeni
R&D | Research and Development
SDBL 1 'supplier Development & Localisation
SDCT South Dunes Coal Terminal ]
"SGM Senior General Manager
TASK Tuned Assessment of Skilis and Knowledge
[TX | Group Transmission Division

3.5 Roles and Responsibilities -

Rolss and responsibilities for fiispolicyre defined in the text.

3.6 Process forMonitoring

The application of thig policy throughout Eskom and shall be audited at least once every three
years by the Assurance and Forensic Depatiment.

4. Acceptance

This document has been seen and accepted by:

|  Name _ . Deéidnati_qh
Mr Brian Dames | Chief Executive S
MrP OFlaherty | Finance Director & Group Executive ~ Group Capital
Mr Bhabhalazi | Group Executive Human Resources
Bulunga

CONTROLLED DISCLOSURE

When downlozded from the detument management system. this document is unéontrolied and the responsibility rests vath the

user (o ensure it is I #ne with the suthorised version on the system.

No part of this document may be reprotuced without the expressed consent of fhe copyright holder, Eskdm Holdings SOC

Limited, Reg No 200241 5527/06.

Hard copy printed on. 11 Juty 2013




The Eskomn Delegation of authority Policy

Unique Identifier:  240-62072907

Revision: 1
Page: 20 of 41
‘Name o Dasignation
MrThava Group Executive Generation
Govender o B _
Ms Erica Johnson | Grotp Executive Enterprise Development
Dr Steve Lennon Group Exécut;_iy'eg'_@st_a_ipgpility o
[ Mr Dan Marokane | Group Executive Technology & Commercial
Ms Tsholofelo | Group Executive Customer Services. )
WMolefe. L
Ms Ayanda Noah | Group Executive Distribution
Mr Mongezi Group Executive Transmission
Nisokolo _
Mr Moharhed Divisional Executive Regutation and Legal
Mr Kannan Divisional Exesutive Office of the Chief Executive
Lakmeeharan _ _
Mr Sal Laher Chief Information Officer
Mr Chose Chosu | Divisional Executive Corporate Affairs:
| Mr Matshefa Koko | Divisional Executive Teghnology |
Ms Kiren Maharaj | Divisional Executive Primary Energy
5. Revisions
- — - — i
March 2013 1 | Newdocument

6. Development Team

The following people were'involved'in the development of this document:

« fohamed Adam

s Pindi Mabena

+ Pieter le Roux

¢ Tshavhungwe Mamphiswana

o Ismail Mulla
» Kerseri Pathef

» JanWiese
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¢« Charles Gradwell

« Christo van Niekerk
= Ohna Smit

« Sukilaher

« Neo Tsholanku
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Powers & Authority | Approval Autharity Recommendation cmdmumfprimipaee
- ' | The Bosid hereby delepates the powers
1.1 Corporate Leaderstiip N zﬂalde authorities se:a out herein o the
: dalegees subjeet !
1.1t | Eskorn strategy. mandate, Board {after CE after consutiation with _ .
Shareholder Compact shareholdas) % ?umdsg "";; i;me tggm
: " : 2 ; . ies and guidedines e
£4.2 | Nutlear Strategy Board $ocial, Ethics and apphicable
1 _Sustainabllity Commitize.
apeaclﬁc aeditional. cmgfdltiolrlts applicable to
e 3 Plins b and Board { G entire dﬁlegﬂﬁoﬂ au m’ltv‘
14.3 Eﬁla;,:m e budgg .. Whare na financlal timi is specified,
' o af . lmaiethMbmmw
.4 - " ; i fior oo fation with 1] Gut herain. All
114 | Eskom reshractuning '. Board gEmg 3F GONSU delouais A0nts Biiie VAT
. - — . L =T — A{Iﬁlimﬁsaerep&rtramcﬁanunless
R | . otherwise stated. Any higher autiosity
12 ?ﬁm & Control Ensuring effective, efficient, & transparant systems of may  exerces iy power Gelegsted to
BOVE "o, g - a vel authority.
| financial & risk management & controls 3. Exceptfor pmuwnm matlers, af
_ mmd dehgake: ts antitled at its
| _ _ o SRR i Jon ta make any decision
1.2.1 Investment process : FCG gfu;&er consultation with wittiout thes need-f;;:
e E recommentdation any pay.
122 | Procursaent process Tender Commities T GRS consuliafion AT | oL niccion to the Boand ora
_ - : — ‘Board cominiteemist be authonsed
123 | Risk, Control & other Audit and Risk CE afler consuftation with oyt T
5 Excs: . s WHCESIRNES LS
.| oovamance pmcasse = . 5. Inthe event of any-doubt regiarding an
124 | Reporinglosharehokier | Audit and Risk CF sfter consuflation with mihorted oiERRRRLET
guatterly repoits | Gommittee Exot docume sffect to
AGM 1 Awiglit aid Risk ared tmnsacti‘gl::tggznsed btyot:e
Social, Ethics and o : ;
b i Eth ] #ppropriate approvat authority. The
ustalnability CE may also sign any dogument,
: Camnmees _ ; notwithatanding & gpecific mandate
125 | Fommation of companies: | Board {subjestto CE after consultation With "} g %g:hm mﬁﬁ I teems hereof |
trusts, significant -jaint { approval in ferms of Exco may be delegated further by the '
ventures. of other entities. | ‘sec 54 of the PFMA) dﬁﬁ?ﬁa‘ inclsding in tarms of the
: g B oL i nal delegation
128 Appomng dirediors, tusises | OF after consutation | GE/DE 7. Any pawe?‘ d:l;;gmn?o ariye?fco "
or other representatives o with the chaiman of subrcarrimiliee may be re-allocated fo
boards of companies, ‘tha Baard any other sub Gormmittee or other
e rss Benaft sahathcs o° ommbon vith e St
am con ian with
pensnonmnds oranyotﬁer 8. "Any power 1o bie exerclsed in
| erility. ] g;ﬂsu}tatm with another party means
- iy agrésmenrit with the party to be
127 | PFMA reporting - iFC  CE consulied and dcting afier
- 1 consuitation with another party means
128 | Approving new generation Hoard {subject fo IFC ~ abtgining thet party's mfﬂmf
capacily ' approval in tarms of 9. Where any power needs to be
| the PFRMA) txercised in or after consuitation with
Exco, the CE may delegate such
. pover to iy other dategee afto'a
- sub-commitse of Exce in consultation
whh Exco or after congultation with
Exco, 55 required by fhe ralévant
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1.3

Groups Divisionall OUISubsidiaries Leadaership

1.3.%

GroupMivisional / Subsitiary
sirategies, compacts,

financial plins, budgsts

CE affar
strategi consiltation with
mandate, business pfans, Exco

FDIGEDE

1.32

Group /DivisionakSubsidiary
KPis

| DEfGEFD.

1.3.3

- Divisionall OU mplementation
:ph;__nsl.

FDIGE/DE

01! Head/Relevant Manager

condition,

10, The exercise of any powers delegated
in terms hereofto the FDIGE/OE of
management s subject W any
additionatl limitations or als¢ -
conditions that the CF may in writing
prascribe. The exercise of the powers
of DEs are subject to the condiions
imposed by GES to whom they report,
The authtrity delegated fncludes the
power to sign any document or
agreement to give éffect to the
authority subject to ary jegai
restrictions. set out int the lagal section.
hit the event of any matter that
requires & Boatd décision and .
desenad argent by the GE and
Chairman of Chairman of the IFC, &
spacial maeting miay be convened on
thiee hours’ aatice to all Board
mernbere. Provided that information
regartding the decision sought is
subgmitted to all members, and the CE
ar £B, Chaimnan of the Board or
Ghairman of the IFG, and ai sast 3
.other Board members gre present (in

. petsan or by telephone) guch
mnesting is suthorsed to lake &
tecision on any Such Urgent amatter,

#1.-In the event of any matier that
requires a Board decision and B
deemned urgent by the CE and
Chsairmen of Chalman of the IF, &
spacial mealing Tray be copvened on
three hours' ootice to all Boan
menbars, Provided that the
ifomation regading the decision
‘saught os submitted to all members,
arvd the CE or FD, Chaiman of the.
foard or Chaimman of the IFC, and at
feast 3 othar Board members are
preseni(ist person or by telephone)
such meeting Iy authorisad to take 2
deacision on any such wgeant mafter.

$hareholder Raserved Matinrs:

12. The Companies Act and PFMA set
out matters that require shareholder
approval, sinter alia, the followig
matieds shall require sharefolder
approvial: _

g) lgntedng into any transaction or
the purchasing or disposing of
#ny assat othar than in the
ordinary, reguiar and nontiak
coyrse of business; _

by making & declsion faliing outside
the ssope of the mandate and
sutharity of Eskom;,

¢y the sale or adianation of the
gompany or the wholé or
substantial part of the assets of
the campany;

d} appoiniment of directes i the
Board; apptiniment of the CE
and Chaimman o

€) policy andd framewdik fur the

rennungration of executivers and
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nan-executive girectons,

f)  lssue or approve the transfer of
Esbont shates;

9} aiferation of share capital, the
affofmint or fsué of shares, of
' share buy-batks;
hj oertain aspeets of the business
pian, namely:
»  Strategic inteot, and
= key perfomance
Indicators for the:
sharehylder compact.
i} -matters provided for in section
5442) of the PFRA, '
i, Financial assiitance o any party
a5 get out in Sectign 44 and 45
ofthe Gompanies Act,

13. interns Public Auditors (Audit or
Auditars) Act 25 of 2004, an audiior
may ot be dischangest prior to the
expiry of that auditer's temn of
appointiment éxcept with the consent
of the executive authority
{=harehoider) and the Auditor-
General, | 3

14. The sharehoider shall be consuited,

inter atia, with regard to the following:

8} developient of en appropriste
dividend goficy and frameéwork,
and

Boards of Main Subsidiafies
15. Tha sharehoider shall be provided
repadts o the following matiers.
a) projection of fevenus, expendiure
and borrowings for the financial
year in the prescrbid fomat
b) & componté plan; ih the prescribed
format, covering the affairs of
Eslom for the folkowing three
firancial years and, if it has
subsidiafies, also the affairs of the
clquarery feports on the

: performance of Es¥om.

16, In terms of seclion 84(1} of the
PENA, the Board must submi to the
rafevant treasury-or the Auditor-
Gengral suoh information, refuns,
documents, sxplanations and
metivations as prascribed Gr a5 may
be required

17..In tarms of saction 55 of the PFMA,

the Board must:
+  gobmit financipl staternents
-withir: two motths after the end
of the: financial year 1o the
auditors for auditing;
= gubmi withii: five months of the
end of the financial yesr to the
shargholdar, relovant teasury
and the Auditor-Generall
o & gnnusl feport on s
activitias;
o the financesl staternents for
that finangial year; and
_ o the raport of the auditors,
18. iri tefmi of section 86 of the PFMA,

) e appointment of directors to the
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Whean dowrripaded from the docursent managemant system, this document 1s uncontrolled and the responsibility rests with the
- ” user fo ensure i Is in line with the authorised version oa the system.

o part of this docurment may be reépraduced without the expressad cansent of the copyright holder, Eskom Holdings SOC

Mard copy printed on; 11 July 2013

Limited, Reg Mo 2002/015527/06.



The Eskom Delegation of authority Policy Unique identifier  240-62072907
Revision: 14
Page: 25 of 41

PJP-285

19.

-

Eskorn as a public entity authorised to
borrow mongy:

must annualy submit to the. Minister
of Finance a bormowing programime for
the year,

a) may riot borow money in'a

foraign cutrency above a
prascribed limit, and

1) ay cily xercise these powers.

through the Board unfess
peci authorised by the
Minister of Finarice to delegate
such powers. '
T

Board Resewed Matters

The sporoval of the Board shall
ba abtained for alf matiars thiat
are beyond the authority
delegited

The foliowing malters, inter alia, are
spacifically resefved for approval by the |
Boaid of 2 duly dalegated Board |

Committes:

The Corporete/Business plan,
{including the financial plar:),
budgets and corpoiate phan.

‘Parformance objectives and the

strategic direction foi Eskom.
Decisions tegarding additional or
new generation capacity, of re-
comenissioning of mothbaitad plant.
Annual reporta and financiat
stafemants. ;
Key policies that are net ‘dalegatod
to a specific Beard cominities, and
i parficular.

«  investmént policy; and

o rigk managemant policy.
Financial l2ase fransactions as.
contemplated ih the PFFMA,
‘Succession planning Tor executives.
Machanissmis te monitar tha
performance of sxecutives.
Recommendations  regarding
Matlers requiring sharehalder
approval.
The restructuring of Eskom (This
refers {oany rastructuring that
resultsior cotlkd resoll in a change in
ownasshipiol sigrificant apsets of &
sighificani business, {he
estabilshrent of a new enlity, the
transter of significant assels out of
Eskerh,-or any intemnal planning of
Preparation that is initisted as a first
step towards implementation of
infiatives in this ragand).
Any other matter that the Board may
fraen time to tirvie reserve for
decizior/approval by the Board.

13
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_— 1. in order to expedite decision making, the
\rivegtmarits Financial/Business plans including all major
fvesiments investments and projects should be tabled at
_ MK IFG.and the Board al the beginning of each
{FC and Social, Wy sor.
: L : el o " 2., Where co-approval is applicable, any. other
21 | Investment sicstagy | gl | E;“;g,?am disinierested Exco member may approve in
Committee should e absence of the GE or FO provided at
'Be informed of least one of thes (L.e.; CE or FD) approves
any nuclear . e
investment 3 'I‘he CE (or Exco-or ICAS if delegated by
proposals him} is authorised to.re-aliocate budgets or
: - . ; ' - allow over-expenditure At GroupfDivislonal
. P o TR T A level provided that under nio circumetances
22 | R el e o wil the Eskom Finandial Plan/Budget be
R - - iy exceeded, withou? approvial of the IFC or
: Baoard, as applicable.
4. Inany mafter whare FD approvel is required
: . — and t_he_ FD is the pﬂ:upqraiiﬂ_gE party, ancther
23 | Invesimentdegisionfor | IFG for matters CEafer _g;gﬁem 0 N
iorsagre i | | whes WAy | SO | . bl e ot e rocts o
vt ol |ocanymater | {1 the spproven 5 year FinmncialBusiness pian |
Eskom financial plan reserved for IFC anc.lhtze cgg e Mﬁ;lg S MI
with, auithority o llow approvsl from fite for the approved 3 yeat MYPD period &s well
N L | s for the bulance of the 6 years of the plan.
U o gt s Altematively, the 5 year plar and the annusl
expenditure on g hi;telgl;i N aad bodget at Group/DivisionalfOU level and or at
project, e e rial tyrk Yo Eskom fevel has been revised to include the
. ;rﬁtleﬁ to the maximum | Framework (SMF) | project that was originally not included in the
1 tieve. : . pian.
§ Froyiel) e Eatoll | B/'SMF Heans the Significance and Materiality
éxceeded, for planned ' S
l ivestments 7. The Group/divisionalfReglonal Commitiess
. shatl include fechnicaland finantial skills.
. L 8. Investments gswefetred to herein include
_ ) ] . authorty infespect of disposals or
& Uptothe madimum | CEin consultation | | : _ i ibiect ific bi
of approved budget, | Whh Exco EDYGEDE ;ge:utsttures, sébject o any specific limitations
uiless PFMA
approval s required |
| T Coapproval by CE, | GE/OE
¢ Lp to R350m | FD and one Exco
- megmber ONLY for |
priorty matters
deemead as such by
the CE. _
Group/Divisionalf Relevant Manager
¢ Up to R300m Regional Site . .
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Committeels

| established by the
rélavant FDIGE/RE
consisting of at
lgast thres
raembers, and
subject to approval
by the CEfora

of for commitieas
generally. '

€ UptoR75m TCE Relevarit Marager

FDIGEME or Relevant Manager
Upto RS0 m commiltee ;
established by
| FRIGEADE ),

. .4 | Reallocation of Investments! Budgets

249 . Approval is required for reprositization above
the limits delegated. -
2. Each Groupl Livision is permitled io
teprioritise its approved Pian every three
months subject to approval fimmitations &s
¢ Gregterthen | IFC CF after stipulated, provided the fotal value of both
R750m consuftation with year une dnd the total five yesr approved
Exco Planis not exceeded. Once approved, the:
delegation will apply to this revised /
& UplR750m | CE inconsultation | GEIDE ;%r%ﬁ;sﬁaglan for 4 " 1
with Exco 3. The revised Pian must be reported o the IFC
a;gs earfiest maating, if not approved by the
i
: CEFDIGEDE R 5 g
- - - Sp—— 4. The re-allocation or repricritisation will not
9 Upto Rag Relevant manager trigger an sver-expenditure on a budget i
within the approved total butdget

Realiecation of investments or amendment of Capex plans within
the tatal budget

242 | Issue of guaraniees, surefies, Indemnities, securities or enter inta 1. With regard foen indemnity that forms partofa
any other transactions that binds the Company to any future - confract, the Delegee that has the transactional
financial commitment, as contémpiatedintermns of sect 66 of PFMA authority to gonclude the centract is authorised

' to provider the indemnily, securily or guaraniee.

| "5&’#&‘3&’1‘3&%&” FC bce in| 2.The addiional conditions that will be applicable
wansactons) ncluding | [‘comsutaton with| " inolude the oliowing: |
g;*;‘r“;g::e‘g _*;?‘?jle ' 2.1 Ko further defegation shall be pemitted
of clectricty and gther than gpecified herein.
gim§3$m?m 2.2 Al guarantees, indemnities and securities
programme, op must b reported to the Eskom Treasury,

-~ B b "ht o -, Finance Director and Board.

maintenance)
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ToUptomaxR2B0mper [ e 1| 23 The above authority is imited to
transaction but Sl . o guarantees, Indemnifies, securities of any
restricted to Committee/IFC  for | consuifation with| other transactions that bind the company to
performance matters within their | Exco sny future financial commitment, in refation
guarantees, bid bonds respactive to the'Eskom Group's ordinary course: of
& indemnities requited | mandales business and within the functional
in procurement of -aecountzbility of Delegees.
purchasefsale of
electricity, fuel, 2.4 Only the Treasury department, and CEFD
equipment or services. shall have the power to issue

guarantees, indemnities and securifies
related fo trading in finangiat markets.

6 Up to R100m per | CE in_consultation Relevant
trarisaction with Exco. Manager . 3. The delegafions. herein regarding section 66
fransactions are subject to the underiying
transadam being patt of a pre-approved
_ hudget and approved Corporate Plar,
’ggft‘:;g;"m‘ﬁ ’:}"‘ Group/ivisional | Relevant gaLmiony e e
committecs

& | 0 Iir accordance with CEFD

limits of transactions
that are intidental (o of
related to borrowing
powers already
delegated and up fo
mizc of R10rm per
transaction for other
malters

¥ Up to a2 max Rim per ; =
yransackion for legal “9.3?3”(’-‘-‘9@ :
matiars relating to DE: Regulation &
sacurity orindemnifies | Legal
for egal cosis, any

higher amounts must
be raferred to Exco.
|
25 Leasge and rental agreements
. : o
Powers & Authority |E mﬂ? Recomntends 1 plos
"Tlwe |0
| | CEin
| Un to.cverat Eskom plan 1FC i) . :
2.5.1 1 '-01? budget £15 8 consuitation with | 4 The entering into of leases and rental
| years(including firancial Exco agreements is also subject to the
 jeases) _ . - procurement processes a5 prescribed.
— e FO/GE/DE 7| 2. The SGM Treasury must be notified of ail
# UptoRibom&4o | CE Inconsultation lesrses and rentat agreements excluding
yers {including j with Bxgo property rental agresments above Rim fo
financial leases) ascertain exposure fo fingncial leases.
® UptoR50m&fve | Go-approval by FDIGE/DE:
years | ceaFo
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@ UptoR35am & five CE/FDIGEDE Relevant
years | manager
2.5.2) Eskom subsit.fiary'i_nwesunent decisions in excess of subsidiary
financial it
|"Up to subsidiary overall CE inv consultetion | Exco  member
plan or budget with Ex¢o | responsibie  in
| subsidiary

3.1. | Geneml procurement sfrategy Board Tender CE _ after | 1. The commercial processes should be fale, eq
commitiee consyltation with competitive and cost effective. All authority set cul
Exto axercised after an sppropriaie procurement/disposs.
e P . executed by an authorized and appointed Procur
' o Disposal Officer..
3..2 1 Procurement policies CE after | GE Commercial | 2. The Technology and Commercial Group is generall
and procedures consulfation with | and Technology exscution of the procurement/disposal process
Exco procurement which s executed within Generation Di
authority in  compliance with the requirement:
r Delegations as set ot hereir).
3. AR, Condonations (imespactive of value), Ratifical
.3 | Procurement strategy Roard Tender ICAS value} and Modifications exceeding 20% in terms of
| for specific Committee Time / value {where criginally approved within dix
transactions  from must be approved by the appropriate Procureme
' R?ﬁﬂm Lp o 2 i reportedp higher level of delegation. .
. : E 4 : {no prior tendering) whik
3.4 | Procurernent strategy | CE after | Procuring Exco L a solg sowwce supplier may be apprweglw
for specific consuftation  with || member in Elion debgstmm of authority up io
transactions from Exoo | consultation  with Bals. All mandates to negotiate (no prior teﬂdeﬁw
R300m up to R750m GM Commérciat BOIE awrce suppliers must ba accompani
i Justification Form that must be signed by the |
prescribed by Procedure 32-1034, motwating the re
supplier as a sole source, Transactions must be revi
______ Development and Localisation depariment imespecti
CONTROLLED DISCLOSURE
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4, Proof that the emendmlre is- budgeted for or
o Procurement Procurement approved  must accompany the recommendati
3.6 | Proctsement strategy for | Manager or | Praciiionar and/or approval..

spacific transactions | Accredited Procuremesnt §. -Ali procurement is subject to alignment within the Ct
" »R10m and up fo R300m Execttive Manager | of gny procurement framework developed by the GE

Manager Tachnology and Commercial.
| 6. All disposais must be executed via an authorised re

3 investment Recovery Department and all disposals
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- 7. With regard to appoiniinent of consiltants, the Internal Co
be consulted prior to any appointment and

: ensurs that empowerment and transformation is taken frito
Acquls ition anid disposal of movable and immovable property, | 8. Regional or Site Tender Commitiee means a commit

upetational expenditure and the provision and acguisition of procurement / disposals _
services withift & Group/Division by the relevant CEFDIGE/DE, cor
members, representing fechnical, commercial and finance
{and as g minimum}, 1o approve
procurement within z site/BU {Site Committes) or
: Coramitiess)..
- _ _ 9. Corporate Opex of Capex Procurement
Transactions up to R1n| Procurement Procurement Commites means & committes astablished at hesd office b
(masmum  one Manager Practifioher 5 Cammercial) for procurement matters.
- — dual , _
e a. Prd er. A Procurement Prachtioner
Tranzactions up fo RS | Accredited ‘Procurement ity : ety and mdited (based on rec
m for max two years | Exacufive Practitioner  and SHotumanagament), foNmanage andfor execute a pr
{triple adjudication} | Manager Procurement {32—1034) of within any
) rament Pradiﬁnner"a
gpacifically resp
3.8.2 Transactions upfo Co-approval by 2 Procuremart er (E-Ban
RSam for | mex | Exee members Exscutive Qi n2eer thigt
three years (Exco ~:{eNcluding Manager f Mmsposals
dual adjudicaion) m";ﬁ"g m FOS S 4. Procurement Executive Manager (E- Band): the Procur
an OU has a band Spﬂﬂiﬂcaliy accountabie for
| @meom Manco managing the performance quality of the progurement /d
mw ok ¢. Commercial Gererat Manager An appointed executive ¢
Sorov shail be by repotiigg refafionship o R
Manco Technology & Commercial.
mamber) f. Disposal Officers are Procurement Practiioners who
a;p‘ohlmeéa'j fn‘l are au;?ﬁpunsib!e for the .
_ . ] o e ¢ digposal of moveable assets and goods.
R84 Tapciae .t © Sﬁ%ﬁf*’éﬁ %?mii rpcurtment g.. Land & Rights Practitioner: An Eskom
maximum perod of | Cammercial . @nd™|"Menager emplayea appointed to execute transactions relating to §
three years (Exco | Technology and one | securing of land and assaciated land/property rights
triple adjudication) other Exco Momber. h. Land & Rights development manager. An
Eskom employee appointed tomanage transactions rela
7 , securing of land and @ssccisted
et e tand/property rights:
47 | Tomdder Coomitioss 1. The Board IFC and'BTC &e uthorised to delagate any hight

management in this regard.

o s [ Regional or Site | Procurerent
>7+| Transactions up to based procurefment Manager{

R100m formax five | commitiges minimurs level)
yea established by
o GEDEFD

3.'7.'2. Transactions up fo Comerate  Opex | Procurement

R300m for max ten | and Capex | Executive
years Procurement Manager 1
Committees {minimum level) |
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" 10 years ‘with Exco / EXCO General Menager 12. Auditor fees must be approved by the Audit and
. T Procurernent Sub- {minimur fevel), in | Commiites subject io the approved budget.
Commitiee | consultation with the 13, For a transactions within Dual and Triple
T relevant procurement | Adjudicatior :
axecutive manager. a. Approvals raust be reporiad to the Procurem
Commiittee guthorised 16 deal with that level «
. datision for oversight,
b. Transactions trends must be analyzed and it
Group Commercial Risk & Governancs fo ide
manage fisks and compliance for afl transac
' approved. within dual and tiple adjudication (
14 Al trangaictions approved al procurement comy
| 374 Transactions up to | Board tender Exco Procurement Sub below the Exco sub-commitiee must be report
investroent Decision or commitiee: Committies or GE next level of commmities for oversight.
budget {if no investment : Commercial and 150 Project Sourcing and Commadity Sourcing
requited) Techiology Strategies must be submitted to the refgvant ot

whole for the projact and not the individual pac

18. Procurement siratégies for capital expenditure

presentod fo relevant committees Hefore ERA {

appreval to ensure pro-active inputs by the rele

- commitiees before the final investment decisior

17. Al procirement decisfons must be reported (o]
feval commitice for information.

Lands & Rights, Commercial Property and Leasing of Property

Powers & Approval 5
Authority ! e

Ctrqdiﬂonsl Princi

38

Aequisition and disposal of Land & Rights relaled 1o the build programmse and

infrastructure developmient: subject to Condition 1t
for disposals.

1. With regard to all dispasal of Land & Rights ar
Commercial Property

a.  The GE Cofmmercial and Technology ar

be consuMed before submission to the

_ . tand and IFC for approvai
€ Transactions up 1o Land and Rights Rights b. it mustbe recommended by the Land @
R50k indefinite | Development Praciitioner Commitiee.
peariod {dusi ‘manager 2. For all Lands & Rights tremsactions a
adjudication): | — Registered Valiser and Quantity Surveyor mus
' Proctrement Land and Rights consulted
& Tranisactions from- Exécutive Practitioner and Land 3.1 Alifransactions within Dual and Triple
REOK to R260K Manager ang Rights Development Adiudication must be reporied to the Lands
indefinfte period Manager & Rights Committee for oversight
(Triple adjudication) 4." The CE must be cohsulted prior fo the dispos:
immavabla property.
Any overlap between Land & Rights & Properties w
- -addressed by the CE in terms of their
. ~ === tandates.
¢ Transactions up to | Centraliséd Land | FO/GE/DE
R300m & Rights i
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Plocurernent
€ Transacfions up to EXCO Procuremeni | Executive
R750m Sub Comimiltea
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s ¥ -1 ] =) =
s&Authority | Approy  Conditlons/ Princip!
& = AP e !
&1 | Pricing 1. ‘Tha Sharehoider must be hotified of at
F4.1.1 - . Intemational Transactions and must aparove long-
| Strategic pricing poficies IFG. CE after tem sales ot long lenr PPAS in terms of the
consultation Slgnificance and Materiafity Framework,
with Exee | 2 Albtransactions will be based on Standard Tetms
_ - _ & Eonditions unless otherwise approved
| 4.1.2 | MYPD Application _Boarid IEC 3. Along-fem confract excesds free yoars,
1 il 4. Entedng intd of power purchase agreements is
41.3 | Stendard taniff plans, structures and. | IFC CE after subjest (o the gendzal investnent and procurement
rates, including anfual tai rate: consultation delegation
adiusiment baged on MYPD with Exen.
decision, g
+1.4 | Cperational pricing policies CE alter cansufiation | Relavant
} STl with Exgo | Maneger
42 | Blectricity Sales Agfeements |
421 8pedific Conditiens & prices fbr | FC aftar CE after
selling lestricity in femig of lorg | consyitation with . consuftation
fenm agreements tegat with Exco
(>3y) » (sulsjectto the SMF)
422 | Specific Conditions & prices for CE after consultation | GE
selling electriclty interms of short with Exen.
tertn agreements arict fegal (sublect to
(s3y) the SMF)
423 | Elecriciy Supply Agreemients i CE/GE {CCSYGE | Ralevant
tammis of slandard agreaments and £ Mansgar
1| pricing |
43 | Power Purchase Agreemerits
(431 Conditions and pricing of Power IFCisubjsct to the CE after
Purchase Agreements SMF} ¢onsultation’
onger than 3y witl: Exto
Vi Rslavant
CE after consultation ‘Manager
Jegsthan 3¢ with Exco '
44 | Gonnection and Use of System Agreements
{ 441 | Execution bf connection and time-of- | CE/GE (GCSIGE | Relevarit
- use agreements forconnecting | (DXIGE (Tx) Marager
COMTROLLED DISCLOSURE
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gererators to-thésysh‘n\ i ini larms of
stapydlard agreements and pricig
4.5 ‘International Agreements
451 | Selling of glectrichy excluding trading | IFC (subject lothe | OF after
on short femn hasis SMFY 1 consullation
452 | Purchase of eleciricity exchding IFG {aubiect tothe | CEaftar
.| teagling on-short term besis SMF consultation
r with Exco
48 Semand Management ) g
464 | Barand Managemant znd General Threshokis- | GF after
| Demand Participstion rates and IFG consuitation
| conditions . ' with Eiio
Specific -
| Trangaclons ICAS | SGM (DM)
\ Execution of Dertend Managarstt CE/GE (GCS)
¢ and DIAP.
4.7 Trading 1
&7 | Trading of alectricily intemns of CE/GE(GCSYGE | Relevant
buying 2nd seling on-a day to day T ffanager
basis, un to 3 months; inclyding
trading cfaleclricity intsmationally in
terms of the SAPP, subjact {o
operating within appicved tudgets

1. The DPE must be notified of all intematioral
Transactions and must approve long-denm
saias ar PPAs in terms of ihe Significance

Framework,

2. AII tramaaﬁuns will be bssad on Standard
Terms & Conlitions unless otherwise
approved.

3. Along-term contract sxceeds three years

8.1 Strategic HR policies-and strategies | Board | Peapie and
' ' Govemnance
| Committes
42 | Policies and guiielines o give.gfect | CE after consultation | GE(HRY
o strategy with Exco
53 Strustures L A L
531 Eskormn grganisational structure Baard CE after -
consultation
with Exco
&
_ Commites
| 532 | Estabiish Divisional Executive CEFDIGEME NZA.
mmﬂtsss & other divisionat
533 Staffing numbers and leve! of posts _ CEIFDJGEJOE il FOIGEDE
CONTROLLED msct;osuaﬁ-
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54 Remuneration , struciures & conditions of sérvices
| Pawers and Authority | Approvat muthortty | Recommen | S
san Loansssswieles mﬁ&éﬁm{ EEng;‘;;:upl 4, All terminations for performance or
4t Vith fegard to CE & top consisitation v angs ieor misconduct shall be sub) licable
| management (F Bands) Shareholder; Top | & and HR policies At 10 the APpIRN
managemasint Governance :
| tPeopie ang: Cormitiee 2. Al appoiniments must adhere to the HR
- Governance for CE policies.
| | Commitiee 3, The appeintment of the CF iz a matter
542 | General conditions of service and CE after consullafion | GEHR reserved for the Board and shareholder.
principies for managerial empleyaes with Exco 4. All temporary/acting appointments must be in
_ CE after consultation | wiiting and in respact of GESs, must be
5.4.3 | Principles for bargeining unit. with Exeo GEHR approved by the CE.
544 | Speclfic remuneration packages GE/bEprovidedin | HR | § Ay temporary/acting appolntmeris in respect
| accomance with HR | Practitioner of the CE, FD, G or DEs for longer than
_ — " jipoliciesParamslers three months must be approved by the CE
58 | Appoinients and Temminatians of Empioymant and the Peopla & Governance Commities
5.5 | Wih regard 1o appoining GEl PBeapie 2At CE
DESGM {exeluding FD) Bovernance
Commitee
852 | Wit regard to appoititing CEFFD Board {ater People and
approval of { Governance:
shareholdar kro CE) | Sommittee
o B CE afier consuitation | Paople and
5.5.1 | Wi regard io appointing Ghis with Exco | Govermance
- Cammittee
[ V¥ith regard to appoiniling 53, & CEFDIGEIDE interview
Band & othier employees ‘sublect to approved | panel
1 ;posts and potifying. '
' Bxco'in respect of E
TE | TemporaniAcing sppoiaiments for more Than 3 waiking 02y
! 4 [nrespect of CE _
CE if one month or NiA
loss and chabman if
up o 3 menths
% In respect of GEME Next higher lavef of | pya
autharity ;
@ Inirespect of other employees Ne” higher level of NA
L ]
.'jg b
CONTROLLED DISCLOSURE
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B 2l A g | Ap i ]
'y}rn*?q S A o e e T e ARt e L=y o i'-:f i
8.1 | Risk finance Audht & Risk FDafer
@ insurance Strategy Committes m.’““"‘“" ' For the avoidarnce of doubt , the CE and or FD may in
¢ Plan & Budget CEExco | {ermns of the general principies set out interms hereof
T defegate further the authority to open and operdte of
B2 | Insurance Placement CE or FO.0R —[ybank_accounts and the issue of duplicate certificates
| Below R200m per piacement consultation with | 8% set out harein.
. o
' Commiltas  consultation
with CE
3 ' Landing of money by Eskom :
} | ©  Toany refated pary, inciudlng CF or FD {in CE/FD after
subsidiaries consultation with | eonsoltation
Exco) with GE
¢ Upto RiB o urther the. FC | | FDICE
imernsgts of Eskorn
¢ ‘Tolend money fo employees for | CEFDIGEDE Relevant.
housing acquiring lransport and. Moo
education, subject o MR
{ polizies and directivas and limits
& To make bursaries availables to Reétevanit E Band .
ampioyees and pm@acﬁve Manager subjectto | WA
. _gimployees HR p_ﬁ!‘mies
6.4 Banik acceont:- FD after
g To open, operate i clogdieny form c::‘;’gm"al by CE :g&?"'m“
of bank accourt including eleétranic | t‘:n‘;"e" e
] furdd transfer systemis uhather npprovai by FO o )
foreign or lacal andior the operale an atoount.
fransacting in negotiable instrymants |
6.5 Eskony sesurities cerlificates:
o Ta suthorise the issue of duplicate CE ofFD Relevant
terificates or certified doeds in Manager
respect of Eskom setysities:
Subsicaries: Sales Bm:i purchases =
68 | to/from wholly owned subsidiaries
[ ¢ Upto 750m T Relevant
‘Manager
¢ UptoRibn  Releyant
CEorFD il
CONTROLLED DISCLOSURE
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Ug fo maximuen of budget CE in consultation Relevant
with Exco Manager

&7 | Write off bad Debts

¢ Above R100M pla ot [P
Up to R150m pla. | CE&FD (after| GE/DE
- cansuftation wikh
| Exco)
. Finance:
bp ta R30Gm pla GEDE -

consultation with FO | Parner

4 UptoRfOmpla Finance Business Refovant
Partner Marnager
(=<RO0K per |
individual debty

6.8 Restruciuring of debt twet

CE ot FD after s
¢ | Up to R76m consultation with F | BE/DE
¢ UpoR3m CEFD GEDE
% Upto R1Bm GE “Relevant |

Manager

. (he. SG fl,'raasu:y} and Treastry Officials may
7.4 Borowing programinie Beard CEFD ahter implement tha Horrowing programme and effect ail

consukation transactions necéssary or incidental therele subject
1 - with Exco to itie defégation, conditions and
} timitations specified ty'the FD, and is scoordance

with tha Board approved baormwhg programme
and the approved Tieasury Mandate.

2 The authorfly grantatin termns hereof inclsdes all
necessary and incidental authority requirad o
implement the borrbwirg prograrmme, including
the listing, Issuing of bonds, making investments,
withdriwat of funds and implementing hedges.

Any limits reganding this authority may be prascribed
i the Treasury Mandateby the audit and risk

25 Subject to section 68(6) of the PFMA, inplement Barrowing Programme
o in live with the Baard approved Corporate Flan

7214 Borrowing maney aid listing/ issuing

- of bands 1.

- Risk fanagement and debt

' snanagemment inchiding investment of
surplus funds (Domestic marke!s

CONTROLLED DISCLOSURE
When downleaded from the documant management system, this document is uncontrolled and the responsibility rests with the
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and fareign markeis)
& Transactions greater than
% 1000m {Formign. currency or
equivalent in other currency of SGM
greater than RS000m {local : ; Treasury
currency) CE and FP
¢ Transactions less than $1000m
(Foteign currency or equivalent BCM
i other cumency ar less than Treasiay
R&500m flocal surrency CE/FD
— # Signing of any document relating %E»‘FD@GM _ THA
toan sgrsemenis or ansting | GilEe ed o
relaled or incidental tharoiy and Legal of M
723 | Signing of any document rélating to
Treasiiry activities, eredt and tading .
" agreements or anyihing related or Rl Tskgsy o
} incideritat thercto, Treasury domastic
i market depasit aceounts, bank
aceounts related 16 fiventing/ loan
Tacifities, duplicals cerificates.,
electonic signatures, Central
Securitics Depository ragairements
andior deeds. L
724 | Treasury Mandafe Audit and Risk N/A
Commites
I Powers & Authority ;@ppm_ual Recommen | Conditions aﬁﬂ{ﬂnclphs
o L | ol ! ds i : 3
B84 | Toinstiute ordefend legat CE/DE {REL)GM FOIGE/DELID
| proceedings , intluding arbitrationss, | Legabordelegate | ‘e Manager
| and prove claims againgtEny
| debtors _ !
a2 Setibng legal claims byfor againsl CEF | Ralevant
Eskom | DIDEAGE/DEIREL). | manager I
GM LEGAL | consultation.
| ‘with Legal
: B .. . e, ... | Deparment
83 Receiving or glving indemnities in | CE/FD/GEDNE in: Relevant
respect of settiement agreements cansuitation with DE | Manager
e (RE&LY GM Legai or
J— _delegate j .
84 | Applying to refevant authorties for T '
| the award and amendment of Wmnns ;ng Wﬁm
consuitati onsuitation
pormhits, Fcances, consents and {RELY GM Legal with fegal
orders and also o oppose ] Departraent
applications for such by others ' '
85 “Plesding guilty or not gulty to  CE! FOIGE/DE in NiA L.
«criminal charpes of any cthersirmilar | consulistion with DE
| charges preferred against Eskom | (R&LY GM Legalor
CONTROLLED DISCLOSURE
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. . delegate. . .
X Appointrent of external lagal | | GE/ DE (R&L), GM | N/A
adiisors, Aftorneys and Advocalps Lagal or Uelagate
after consaltation
with relevant
87 | Expropriaie immovable pruperty CEDE (R&LY GM | Relsvant
' ' Logal of delégate Manager
after consultation
| with refevant
88 Yo register fratlemarks, patottls. 23 {_. . Line Manager
designs, copyrights:or any license, | Legaf or delegste ' in consultation |
concession or similar righls tn | fter consultation with legal -
respect thereof ard the alienafion with refevant Department |
tereof ey

8.1 To approve standard conditions of DE R&u@mmal Relevant 1. The entéring into of any intemalional MOL wi
cantract for efeciricity sales and any or dalegate Manzger ge ﬁ::!uenk .-}: the Signicance and Materiality
ather standand contracts mquired or 2. Best pracfice féqulras this establishment of
ueed, including consiruction and ~ Vanation and Claims Conimittees
sales of alecircily contacts , and
any deviations from standard
contracls i .

92 Specific cankrack condibons | Authorised delegee | Relevant

for trasantion in ~ Manager in’
consultation with the | consuitation
| DE Regulation and | with Lepat
1 Legal arGM Deparimrent .
. PR . Lega/Dalegate e
93 | Managing Contract on day to day Retevant A
' hasis GEDEWIW
Project Manager
4 | Entefing into any MOU, = CE/FDIGE/DE within | Refevant
i confidentiality agreemant, or any limits of defegation | Manager
- othér agreembnt Tn area of | and Sroup/Divisional
responsibility and provide any I Eg“;;t‘? g’,md ®
appiovals required In temns of SUER | e afinat MOUS
conbracts, and do what s necessary | and sonsultaion wit
to executsfimplement coniracts . DE RBL/GM Lagal
[ or delegets.
v Relevant

95 Mombership of Inlemational CEIGE _ _
Crganisations {Susiainabiity) Manager

96 | Major Construction Projects (Mew Bulkd

§6.1 | ¢ Modification fo contract within. | FLIProject Msnagar Froject

; confract conti Manager after
fract contitigancy sonisukaion
CONTROLLED DISCLOSURE
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with Project
. - _ .| varigtion
862 | ¢ Modification {a contract above the | FD and GE | Project
confract contingency but within | Technology and 1 Manager after
e trflociied 4 pmdedﬁal ' ms;mg
itingency, ' & with Proje
e i medification is variation
reported st the next | &chaims
Tednder Committee | cormmitiee &
oF appropriate lower | claime
level committee with | committes
. delegatad authority
in copgaiation with
87 | Approve nd seffie claim wihin the mn?;@“g i
contract contingency { LBéaf
. Tt . FD inconsaitation | ppy
B A e ™| with Legal. Provided Manjﬁméraﬁéf
| contract contingany but within e Sl o
) W thig is reported at consultation
IS : NEL the nedt Tender with Project
Commites vargtion
&claims
. . - commiies
99 Refetral to adjtdication, mediation ot ' i
. iinaaes . B FL1Project Manager
dispute adjudication Bodnd i consultation with | NA

‘When downlioaded from the document managément system, his document is uncontrolled and the responsibility rests with the

Approval..
Divisioned E Band or
other responsibie
fime managars
wgg | Strategy. Policy, Procedures end Diractives
. 102.1 | Eskom SHEQS Strategie Policies. | Sacial, EIhics CE after
/ &5ustdinability consultation with
{Sustaimzhility
10.2.2 | Other Policies and procedures CE after consullation '
| SHEGS Strategy & targets with Exto
rezs | Sochal, Ethics
Esliom SHEQ Stralegy &Targets Board &Sustainability
i o Committes
1024 . _ o
1 SHEQS Diractives GE (Sustainability] | Relevant
ManagendSHEQ
Officars
i
CONTROLLED DISCLOSURE.
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roval Authority
Powers/Authority S Dl Retommends | CondiioiPrinciples
1.4 The running of the day {o day . FE/GEand DE . The delegation of operafiona] and managesment
operations of Eskom Divisions subject to the L aulhority i3 subject, inter alia, fo adherence to the
' direction & Corporate Plah, Groug! Divigional mandates,
conditiens raquirad Eskom poiicies, and the FD/QE and DE subject to.
by CE directian 8 condilions required by CE delagation of
authority.
|
1.2 Effective detegation of aperational A !
| malters by GES; DEs, and other”

1. Dontians rade by Eskerm shall befor education, |

T ‘
Denaons £ 281 schoois o appropiiate community projecis, but |
Lip to RSm pla Chaiman/CE shall exclude political party activities, grants to
individuals and proft  making
prgamsationsiiusinastes
Up to approved biidget FRIGEIDE 2. Most Comoraie Social Investment intiatives
_ Wil be chiénnalled Shrough  $he  Eskom
12.2 | Sponscrships Devalopmant Fourdation, .
CEFE/GEDE in Ralgvarit
Up fo R50K consuliation with Manager
Corpotate
Sponedrship
Commites
established by DE
Comarate Affdirs
tJp ta Ram CEfSpensaiship Relevant
Committee Managar
established by GE
Corporste Afigirs
CE (in consuftation
) Above R3m and subjectto approved | with Exto} or he Relevant
budget. { may delegate fo Manager
L] was.
CONTROLLED DISCLOSURE
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1. Introduction

This Procedure 32-1034 sels out the prqcadui"es and procssses o be followed by various key
operational areas within procurement and supply chain operations, under Group: Technology and
Commercial within Eskom Holdings SOC Limited ("Eskont’). "
The key operational areas govemed by this Procedure inciude:
a. Sourcing of Primary Energy (coal, water and fuel)
b. Project Sourcing
¢, Nuclear Sourcing
Commodity Sourcing
Tactical Sourcing
Businass Enablement
Supplier Development and Localisation (SD&L)
Supply Chain Operstions (SCOPS), comprising:
i Materials Management
il. Shipping Management
iil. Investment Recovery (Asset Disposals)
iv.  Supply Chain Planning
v. Business Support

Ta ™o 8

2. Supporting Clauses

4.1 Scope

The pispose of this Procedurs is to describe the processes and procedures to be followed by
Procuremient Practiioners across the varfous operstional areas within Eskom when delfvering the
required outputs of the End-Users’ / customers' requests with clarity, effectiveness and accountabifity.
When applying the standard procedures within the Approved Procurement Framework, it ig interided ta
achieve accuracy and consistenty in decision-making, customer satisfaction ag well as:uifilmant of the
strategic objectives of Group Technology and Commercial, and Eskom as a whole.

This Procedura may be subject fo emendments fiom tine to time (either in the fom of signed and
approved Position Papers issued by the Risk and Governarice Dspartment within ‘Goup Technology
and Commercial, or thtoiigh a formal revision to this. Procedure), in ondér to ‘align with changes in
business strategy, legislation, poficy, indistry trends, recogrised good practice, as well as any other
considerations which are necessary to maintain the sfficiency af integiity of Eskorn's procurement and
supply chain operations.

21.1 Purpose

The overall intent is fo ensura that application of the Approved Procurement Framework resulte in an
outcome/salition iival is commercially, fmanciafly, and tachnically sound and which in addifion, does not
contravene the constitutiona! principles of fairness, equitability, ransparency, competitiveness and cost-
effectiveness. On this basis, this Procedurs must, in the event of a fack of Clarity, or in the event of
ambiguity of inconsistency, be interpreted in favour of complying with the aforementioned constifutional
principles, based on existing jurisprudence, including latest precudent set by South African courts, to

COMTROLLED DISCLOSURE

When downfoaded from the EDS database, Ihis dosument is uncoairolied and the responsibifity resis with the user to ensure i
18013 inewith: the authonzed versior on the database.
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ensure an outcome that is legally sound, and which does not compromise the integrity or reputation of
Eskom, '

Prior approval from the EXCOPS or a higher Delegated Approval Authority is needed in the case of

relaxation of amendment of this Procedure o @ section thereof. Relaxetions witl be specifically
applicable where devlations are required for purposes of the acquisition of loans / funding to suppart the
procurement, and / or the achievement of substantial monetary and / or technical bensfits 1o Eskom,
which Is supported by a Board-approved strategy. Deviations from this Procedure are stif required fo
comply with the constitutional principles of fairness, equitability, transparency, competifivaness and cost
&ffectiveness, which remain the overriding ebligation:

2.1.2 Applicability

This Procedure applies uniformly througheut Eskem Holdings SOC Limited, #ts Divisions, wholiy-owned
subsidiaries and entities wherein Eskon: has a cohirolling infcrest, operating in ferms of South African
law, which are subject to the provisions of the PFMA.

2.2 Normative / nformative References

Parties using this document shall apply the most recent edition of the ‘docurnents listed in the foliowing
paragraphs.

2.2 1 Normative

(1] | The Constitution of the Republic of South Africa Act 108 of 1986

[2}  Publie Finance Management Act 01 of 1985

{31 The Broad-Based Black Economic Empowerment Act 53 of 2003

{4} The Prefetential Procurement Policy FramewerkAict 05 of 2000

{5] RPPFA Regulations

61 = The Construction Industry Development Board Act 38 of 2000

[7] =~ CIDB Regulations

[8]  The Eskom Delegation of Authority Policy 240-62072607

9}  Eskom's Procurementand Supply Ciisin Management Policy — 32-1033
[10] Confligt of inferest Policy (32-173)

[11] The Eskom.€ode of Ethics (Standard 32-527)

[12} Eskom Disciplinary Code {Eskom Standard 32-1 112}

[13] Eskom Disciplingfy Procedure (32-1111)

{t4] The Eskom Life Saving Rules (240:82196227)

{158] Safety, Heslih, Environment and Quality (SHE) Policy (52-727)

[16] Construction Safety, Heaith and Environmentai Mariagement (Procadure 32-138)
(17} SHE Requirements for Eskom Commercial Process (32-726)

[18] 1SO 9001 2008, spplicabls SABS Standard

[19] Supplier Contract Quality Requirements SpecHication (QMS58)

[20] Periods for Relention of Accounting and Other Resords 32-202

CONTROLLED DISCLOSURE:
When downioaded from the EDS detabase, this docuinent i uncontralied and the responsibliity rests with the user 1o ensure jt
ig I line. with the sulborized version on ihe database.
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121} Foreign Exchange and Commiodity Exposures Policy (32-10854)
[22] Foreign Exchangs and Commiodity Procedure for Importation and Exportation of Goods and

Servicas (32-1096)

2.2.3 informative

[23] CIDB Standard of Uniformity
{24] Tender Office Standard 240-537 17284
{25] Eskom's Purchasing Pactwith Suppliers (To be registered)

2.3 Definitions

{ Definition

Explﬁnation

Accredited |
Procurement
Pracfitioner

An Accredited Procurement Practitioner is 2 Pracuément Practitibner. '

who has been trained, assessed and acoredited 10 execule, support
andfor approve procurement sirategies; and the. awarding /[
modification of orders fcontracts, and who has been formally
delegated with éuch authority in writing. The exercise of delegated
authority is done strictly in accordance with the Approved Precurement
Frameworks '

Accredited
| Verffication Agency

“An accredited verification agency is one that has fulfilled all prescribed
| legislative requirements for operating as a verification agency in terms
- of the: B-BBEE Actand / of any other applicable legistation. ;

| Approved
Procurement
Framework

|The Approved Procurement Fremework refers to the approved
Delegation of Autharity Policy {240-62072007); Eskom'’s Procurement |

and Supply Chain Management Policy (32-1083); this Procedure.(32-

1034); approved intamal PCMs; Standard Operating Procedures and |
Work instructions, governing the procure-o-pay processes within |

Eskom; euthorised Position Papers, and any other mandatory
legistative and policy frameworks that govern and have a direct impact
on Eskom’s procurement and supply chain management operations. .

[Black

T Alrican, Coloured, indian or Chinese persons who are natural persons

and who are:

a) Citizens of the Republic of South Africa by birth'ar descent;
or

by Citizens of the Republic of South Africa by naturalization
before the commencement date of the, Constitution of the
Repubiic of South Aftica Act of 1963; or

¢} Citizens of the Republic of Southr Africa By becoming citizens
only’ afier the commencement date of the Constitution of the
Republic of South Afiica Act of 1993, who, but for apartheid
which had been in. plage prior to that date, would have been
enfitled to- acquire Giizenship by naturalization, prior fo that
date.

When downloaded from the EDS databsse, this dosument is uncontroiled and the responsibility reats with the oser to ensure it

CONTROLLED DISCLOSURE

is iy fine with the authorized version onthe database.
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Definition

Explanation

Black Women Owned
(BWO)

 An EME or QSE that is more than 50% owned and effeclively
managed by Black women.

 Black Youth

| Black persons who are youth s defined in the Nafional Youlh

| Commission Act of 1696

Blocked

"Biocked” means the tagging of a supplier registered on the Eskom |
Supplier Database so.as 0 indicate that the supplier is in the process |
of deregistration therefrom, with the possible pending of the
tompletion and finaiisation of any o alt obligations remaining under
existing confracts with Esiom, #nd that no further contracts may be |
eniered into with that supplier.

Case Investigator

| far reconsideration of supplier registration as/inomineted by tha |
| Supplier Reconsideration Standing Committes, on behalf of Eskom.

A Case Investigator means the person/s, sssigned by the Supplier
Reconsideration Standing Commitiee 1o fully investigate the grounds |

Defegated Approval
Authority

A Delegated Appraval Authority refers i defegated Individuals forming
part of @ dual or triple adjudication system, or a delegated tender
committes {(FTCY. i

Delegation of
Authority Policy

Approved Procuremant Framework refers to the various delegations of
authorily passed from the Eskom Board of Directors to the Chief
Executive, Finance Director, Group Executives and  Divisional

Executives, and fuither delegated fo other appointed general and

senior menagers, to Accredited Procurement Practitioners and / or {o |
tender comimitteas in arder to approve the purchase, disposal and/or

teasing of assels, goodsand services for and on behaif of Eskom.

 Designated E- Band

Manager

| within the Sola Source Justification Form.

A degignated E-Band Manager is 2 Senjor Manager in Eskom
managing an gperationsl area where a rieed has been identified for a
supplier o be categorised as a sole source supplier for reasons
stipulated on the Sole Source Justification Form, and wha Is
accountabls for validating and authorising the motivation contained

Disabled Persons

Disabled Persons refers to persons with @ fong term or recurring
physical or mental impeirment that substantially limits their antry into,
or advancemaent in employment.

Enquity

1 large.

A collective and generic temm for requests _far'infoﬂnaltidn'. expressions
of interest, requests for quotations, invitations. fo tender orrequests for
proposals made to a supplier, & group of suppliers or the market at

[ Eskom Suppiier

Database

| created and maintained by=Eskom for the purpose of assisting in the

The Eskom Suppliar Database refers fo the electronic database

- management and administration of its suppfiers and/or the award of

When downldadett from the EOS databose, Hils dortimant s unconiralied and the responstbility resls wifh the user to ensure it

- contracts or the placement of orders.

GCONTROLLED DISCLOSURE

& in line with the authorized version on the databage.

The approved Delsgation of Authority Policy with respect 16 the |
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Definition.

T Explanation

Exemptad Micro.
Enforptise {EME)

Owried, without the requirement of a B-BBEE verification certificate

being mandatory. {NB; that the revision o the BBBEE Codes will

hecome sffactive within Eskom on or befora 31 Decemper 2014 and g
Positionr Paper will be fssued within Group Techhology and
Commercial, Tegerding the implementation of the updated BBBEE
Codes of Geod Praclice).

{ EMEs refer o SLtpp!iars ‘with a total revenue not axceeo”ng R5F, of as |
| otherwiss prascribed within relavant Sector Codes, who have an |
automatic B-BBEE Siatus of a "Leve! Four Contributer’, or a BBBEE |
 Status of 8§ “Level Three Contributor” where mors than 50% ‘Black

Flagged

‘Flagged" means the tagging of a supplier registered on the Eskom

| Supplier Database so as to indicate that the registration of the supplier

{on the Eskomt Supplier Database is under re-gonsideration or

| temporary suspension and that for the time being no contratts may be |
enterad into witl that supplier. '

Hierarchy of Supplier
Preference

The Hserarohy of Supplier Preference {set out in 3.2 4) Is an internal |
+ gystem of supplier. seiection used as a merket analysts framewark, |

based on giving first preference to exsting suppliers (via existing
contracts} before awarding new contracts { orders to new suppliers,

and then, when looking at the award of new erders / coniracts, o first.

tive consideration fo Internal Suppllers before giving consideration to |

external suppliers, and when giving consideration to exemal
suppliers, to first considér small Black suppliers over lamger Black

suppfiers, and fo further consider jocal manufacturers owver

international manufacturers, and local distributors of focally
manufactured products over local distributors. of internationatly
manifactired products. The Hisrarchy of Supplier Preference must be

used as @ framework when deriving commercial strategies,

segmenting suppliers for informal sourcing processes, and setting

| specific goals and objective crﬂena as part of the FPPFA Framework.

Intermnal Suppliers

‘A Division, whofiywned or partly-owned subsidlan} of Eskom

Heldings SOC Limited that is a suppiler of assets, goods or services to
Eskom Holdings SOC Limited.

[ Large Black Stippiier,

and effectively managed by Black persong,

A Large Bhék Suppiier refers. to a LME that is more than 50% owned |

 Large Black Women
Owned Supplier

An LME that is more than $0% owned and eﬂ‘&ctwely managed by
Black wamen,

Large Measured
Entity (LME)

| within  Group Technology and Commercial,

Large Suppliers wuth furnovers in excess of R36m {thirty five million
Rand) wilt be meesured against all seven élements of the Generic
Scorecard as setoyt in fhe B-BBEE Codes of Good Practice. (NB: that
the revision o the BBBEE Codes will become effective within Eskom
on or hefore 31 December 2014 and a Position Paper will be issued
regarding  the
- implementation of the updated BBBEE Cades of Good Praclice),

Vkiert downloaded from the EDS databiase, this document i3 uncontrolied and the responsibilily rests withithe user fo ensure it

CONTROLLED DISCLOBURE

i in line with the authorized version on e database,
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Dafinition Explanation

PPPFA Framework | The PPPFA Framework refers to the Preferential Pracurement Policy
1 Framework Act (05 of 2000), ite Regulstions, and any other formal and
official notifications and guidelines issued by the Natichal Treasury

regarding the application thereof. _ .
“Project Lifecycle “The Project Life Cycle Model (PLCM) comprises five stage gates as
Mode! folows: Concept Reledse Approval (CRA), Definiion Release

Approval {DRA), Execulion Release Approval (ERA), Hand Over|
Aaproval (HO} and Finalisation Release Approval (FRA).

| Position Paper A formal amendment to the Approved Procurement Framework,
appraved by the EXCOPS of a higher Deleyated Appioval Authority,
signed off by the Group Executive: Technology and Commercial, and
issued by the Risk and Bovermnance Department within Group |

| Technaology and Commercial.
Procuremsiit A Procurement Practitioner is an employee within Eskom appointed to |
Practitioner manage andfor execute & procedune or process as contained i this

Procedure (32-1034), or within any of the approved PCMs relating to
piocire-to-pay processes forming part of the Approved Procurement
Framewatk. A Procuréement Practitioner is requited fo be frained,
assessed and accredited within a reasoniable time perlod a8 agreed {o
with histher Piocurement Managaer, to become an Accredited
Procurement Practitioner. A Procurement Practitioner does hct have
| any delegation of suthority to supporl of approve commercial
{ransachions, but may still execute commercial transactions and riake |
recnmmendations in respect thersof. '

Purchasing in Eskom | PiE training is @n official .and mandatory training coufse. for
{PIE) training Procurement Praclitioners regarding the eéxecution of commercial
| transactions within Eskem. Procurement Practitionsrs must attend the
-complate course and ba aesessed in order fo become Accredited
Prociirement Practitianiers. A pass mark of eighty per cent (B0%) &
re