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IN THE COMMISSION OF INQUIRY INTO STATE CAPTURE
HELD AT JOHANNESBURG

AFFIDAVIT OF MR PRISHOTHMAN GOVENDER

|, the undersigned,

PRISHOTHMAN GOVENDER

Do hereby make oath and say that;

1. 1 am an adult male currently residing at 896 Tharnvalley Estate, Stoneridge Drive,

Greenstone Hill, Johannesburg, Province of Gauteng.

2. The facts and allegations herein deposed to are within my personal knowledge, true
and correct unless the contrary is indicated from the context thereof, in which event |

fruly believe same to be frue and correct.

3. Where | rely on information conveyed to me by others or information appearing from

documentation, | verily belief same to be true and correct.

4. Where I rely on legal submissions, | do so on the advice of my legal representative,

which advice | verily believe to be true and correct.
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PURPOSE AND BACKGROUND

5. On or about the 22™ February 2021, | had received a correspondence from the
Executive Assistant to the Secretary of the above Commission, alleging that | may have
participated in and/or that | have knowledge of various matters by virtue of my role as
General Manager: Capital Assurance and Integration at Eskom Holdings SOC Lid
(hereinafter referred to as “Eskom”). FPlease see attached hereto a copy of the said

correspondence, for ease of reference marked Annexure “A"

5.1 On or about the 22" February 2021, my attorneys of record replied to the
abovementioned correspondence, requesting an extension fo provide an
answer as to whether we shall be furnishing the Commission with an affidavit,
affirmed declaration or a statement. Please see attached hereto a copy of the
said correspondence dated the 22™ February 2021, for ease of reference
marked Annexure "B". We were subsequently provided with such an extension.
Please see attached hereto a copy of the electronic mail dated the 23"
February 2021, for ease of reference marked Annexure “C".

5.2 On or about the 1% March 2021, my attorneys of record sent a correspondence
to the Commission confirming that | shall furnish the Commission with an
affidavit, affirmed declaration or statement on or before the 30" April 2021.
Please see attached hereto a copy of the said correspondence dated 01%
March 2021, for ease of reference marked Annexure “D”.

5.3 My attorneys of record did not receive any response, up until the 05" May 2021,
when they received an electronic mail from the Commission following up on the
status of my response. Please see attached hereto a copy the said electronic
mail, for ease of reference marked Annexure “E”.

54 On or about the 07" May 2021, my attorneys of record had replied to the
Commissicon, advising that despite requesting an urgent reply to our letter dated
the 01% March 2021, we haven't received any reply, and hence drew the
inference that the Commission no longer requires same. Please see attached
hereto a copy of the said letter, for ease of reference marked Annexure “F”.

55 | then subsequently provided the Commission with a statement on or about the
14" May 2021. | pause to mention that | am employed in a foreign country, with
very limited infrastructure and during this time, | had already returned to my

duties at work.

&,
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5.6 On or about the 25™ May 2021, my attorneys of record received an electronic
mail from the Commission, stating that my comments do not constitute
evidence that can be placed before the Chairperson (of the Commission), and
that | must file an affidavit by Friday the 28" May 2021. Please see attached
hereto a copy of the said electronic mail for ease of reference marked Annexure
“G”. On or about the 27" May 2021, my attorneys of record then sent a
correspondence to the Commission, advising them that | am in a foreign
country and unable to provide an affidavit, and that under considerable
inconvenience | shall have to return to South Africa and submit an affidavit by
the 14" June 2021. Please see attached hereto for ease of reference the said
letter, for ease of reference marked Annexure “H",

5.7 On or about the 28" May 2021, my attorneys of record received a reply from
the Commission, granting such an extension. Flease see attached hereto for
ease of reference the said letter from the Commission, for ease of reference

marked Annexure “I".

8. On or about the 08" June 2021, my attorneys of record had received a summons from
the Commission for me to appear as a withess on Monday, 21% June 2021. It is
imperative for me to mention that | had returned to South Africa, purely for the purposes
of assisting the Commission with an affidavit, and as indicated to the Commission in
Annexure “H". | had little choice but to return to South Africa to complete this task,
notwithstanding the fact that this affidavit needs to be attested by me, but also due to
the fact that | am employed in the Republic of Liberia, an impoverished country that has
very limited Information Technology infrastructure (WiFi and/or internet capabilities),
which made it increasingly difficult to properly consult with my legal representatives.
Not only have [ done so under considerable difficulty and expense, but this has placed
me in a very precarious and negative situation with my employer. | am unable to appear
as a witness on the above date as | have to travel back fo work as soon as | have
attested to this affidavit. On such short notice it is near impossible for me to appear,
and | am also advised by my Counsel that he is not available to attend on the above

date.

7. 1 now deal with the contents of my statement ad seriatim. ﬂ
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GENERAL AND BACKGROUND INFORMATION

8. |have a Bachelor of Science degree in Mechanical Engineering, which | have gbtained
from the University of Witwatersrand (WITS). | have also completed my Masters in
Business Leadership from the University of South Africa (UNISA). | have also obtained
certification in the Accelerated Development Programme from London Business

School.

Different positions occupied at Eskom, including processes and individuals involved

in the appointment.

9. After graduating from Wits University, | joined Eskom in January 1999 and was
appointed as an Engineer in Training (EIT) at Arnot Power Station. After completing the

EIT programme | was promoted to System Engineer.

10.Following a recruitment process in 2001, | joined Eskom Technology Services
International (headed by Mr Jan Oberholzer), which formed part of the Eskom
Enterprises Subsidiary. During this time | was seconded to an international electricity
utility to develop engineering and project management skills in the construction of gas
turbine power plants.

11. Upon my refurn from the secondment in 2005, | was placed in the Capital Expansion
Department (headed by Mr Peter O'Connor) of newly formed Eskom Enterprises
Division (headed by Mr Brian Dames). During this time [ worked on the construction of
two gas turbines power plants in Cape Town and Mossel Bay, as a project co-ordinator

reporting to Mr Roderick Beckman (Project Manager).

12. At the end of 2006, | was appointed as a Senior Advisor Project Development in the
Project Development Department (headed by Mr Freddie Meyer and then Mr Braam
Conradie) of the Enterprises Division {(headed by Mr Brian Dames). During the period
2006 and 2008, | was promoted to Chief Adviscr, Senior Manager and finally General 7&
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Manager of the Project Development Department of the Enterprises Division. All the

promotions took place in accordance with Eskom’s recruitment processes.

13. In 2010 the Enterprises Division changed to the Group Capital Division (headed by the
then Financial Director and Group Executive for Group Capital, Mr Paul O'Flaherty) and
between 2010 and mid 2014 my duties as General Manager Project Development
expanded to include the Capital Efficiency, Enterprise Programme Management Office
and Real Estate function.

14. As part of a retention initiative in mid-2014, approved by the then Board MR sub-
committee, my role was redefined as Programme Director (still at the General Manager
man grade), similarly the General Managers of the Medupi and Kusile projects became

Project Directors.

15. In November/December 2014, over and above my role and Programme Director, | was
requested by my then line Manager in Group Capital Mr Dan Morakane to assist Mr
Matshela Koko in the commodity sourcing area of the Group Technology and
Commercial. My primary responsibility was to ensure the necessary diesel deliveries to
the gas turbine power plants in Cape Town and Mossel Bay. Not having any prior
experience in Commercial 1 relied heavily upon the Senior Managers in Commodity

Sourcing for support and advise me in the role.

16. | cantinued in my dual role of Programme Director Group Capital and Acting General
Manager of Commodity Sourcing until the beginning of August 2015. At this point |
requested that | be released from the position of Acting General Manager Commaodity
Sourcing. | requested the release because, | was, required to lead the negotiations with
Mckinsey on the MSA “Top Engineers Programme®, over and ahove my normal

Programme Director responsibilities.

17.1 continued in my role as Programme Director Group Capital Division until
August/September 2016 and which point | was appoinied, on a (horizontal) level
transfer basis in terms of man grade, as the Genheral Manager for Group Capital
Integration and Assurance reporting to the then Chief Financial Officer Mr Anoj Singh
(hereinafter referred to as “Singh"). Despite the appointment being on a (horizontal)
level transfer basis, | was required fo undergo a formal recruitment process. Please see
attached hereto, an electronic mail from executive recruitment dated the 18" July 2016 /
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, as well as an appointment letter from Eskom dated the 26 August 2016, for ease of

reference marked Annexures EN1 and EN2, respectively).

18. In August/September 2017, | was suspended by the then Acting Group Chief Executive
Mr Johnny Bladla, for my role in Mckinsey MSA transaction, however, following an
external and extensive legal review of the Mckinsey MSA, that confirmed no wrong

doing whatsoever on my par, | was requested to return to work in January 2018.

19. In January 2018, a new Acting Chief Executive was appointed, Mr Phakamane Hadebe.
He had called a meeting with me which turned out to be a one-way ultimatum to resign
or, in his words, “a guaranteed dismissal’. | did indicate no wrongdoing was found on
my part, but it was reiterated to me that he shall ensure my dismissal. | was left with no
other choice but to resign at that point as it was clear to me that | was not accepted by
the newly appointed Acting Chief Executive. For fear of being unemployed due to the
stigma attached to a dismissed employee, | was left with no other choice but to resign.
| pause to mention that during my tenure at Eskom | have never had a disciplinary
hearing against, neither have | been called to attend any disciplinary hearings after it

was found that there was no wrong doing on my part.

MCKINSEY MSA (CONTRACT NUMBER 4600060989)

20. My assigned duties with this contract began in or around May/fJune 2015.

20.1 As mentioned above, | occupied a full time role of Programme Director (Group
Capital Division, as well as, the Acting General Manager Commaodity Sourcing

(circumstances of acting arrangement described above).

20.2 My direct line manager and reporting authority in terms of the role of Acting
General Manager of Commaodity Sourcing was Mr. Edwin Mabelane {Acting
Group Executive for Commercial and Technology). Mr Mabelane was acting in

the afore mentioned role after the suspension of Mr Koko that took place early

in 2015,
20.3 In about June 2015, [ was also asked by my direct line manager in Group
Capital, Mr Abram Masango, who was the Acting Group Executive Group /

Capital, to assist with the implementation of the “Top Engineers Programme”
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and o work together with Mr Mabelane in respect of the tasks that were

required.

204 Though | was not involved at the time of it's inception in 2013, Mr Mabelane
advised me in June 2015, that the “Top Engineers Programme” began in 2013.
The programme that was implemented by McKinsey on a sole source basis.
He also advised me that there were further approvals associated with the
continuation of the programme in 2014, however the programme could not

proceed due to funding challenges that were being experienced.

205 In May/June 2015, Mr Mabalane presented me with a memorandum, approved
by the Acting CEOQ, Mr Brian Molefe (on page 5 of the memorandum) for the
continuation of the programme with Mckinsey on a “self-funding basis”. Please
see attached hereto the Memorandum as discussed above for ease of

reference marked Annexure “EN3",

20.6 Mr Mabalane had advised me that he had engaged the then CFO Ms Veleti to
obtain the necessary Internal Consulting Unit approvals for the sole source

engagement with Mckinsey.

207 The above memo presented to me by Mr Mabelane, was used to support the
preparation of the submissions to EXCOPs and the Board Tender Committee.
These documents were prepared by Ms Ntombizodwa Mokoatle (Senior
Manager Commodity Sourcing) and her team. The rationale for the sole source
engagement of Mckinsey was provided by Dunn Mukosa who managed the
Top Engineers Programme in the Group Technolegy and Commaercial Division.
Ms Mokoatle continued to support me as the commercial lead for the

negotiation process with Mckinsey.

20.8 After the EXCO and Board approvals which is contained in the “Round Robin
Resolution” dated the 06" July 2015 and attached hereto for ease of reference
marked Annexure "EN4". Negotiations continued between July and September
2015. At the start of negotiating period | stopped Acting as the GM for
Commodity Sourcing for reasons explained in paragraph 1.1.8 above. During
the negotiation process | was supported by stream leads from various functions
in the organisation, top engineers, internal audit and internal legal. | was also
required to report back to Mr Koko and Mr Mabelane during the negotiation

process, which | duly attended fo.
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2049 The Board Tender Committee approved the conclusion of a contract on a self-
funding “risk basis” in October 2015. The delegation of authority for the
implementation of the contract was subsequently given to the Group Executive
Technology and Commercial Division. Please see attached hereto the
Approved Minutes of the Board Tender Committee meeting held on the 21

Ociober 2015 for ease of reference marked Annexure “EN5".

20.10 Although it was contemplated and discussed during the first steering committee
that took place on 9 February 2016, that [ would be given partial delegation of
the authority for the contract, this was never put into place. The delegation of
authority remained with Mr Mabelane, who by then occupied the role of CPO.
As project manager, | provided a co-ordination role for the activities associated
with the implementation of the MSA. During this time | was supported in the
project management office by Ms Mary Anne Hendricks, Two Top Engineers

and a dedicated person from McKinsey, Ms Bernadine Soriano.

2011 Between October 2015 and December 2015, there were various interactions
with internal and external legal counsel on whether the “risk based payment
mechanism” for contracting Consultants were allowable in terms of National

Treasury rules. Eskom had received conflicting legal opinions in this regard.

20.12 In December 2015, Mr Mabelane issued Mckinsey with an Acceptance Letter
subject to the “risk based payment basis” applicability for the full contract
duration. Please see attached hereto the acceptance letter dated the 17"

December 2015 for ease of reference marked Annexure ENG.

20.13 in early February 2016, Mr Dave Gorrie Senior Manager Commercial and Mr
Charles Kalima Acting General Manager of Commeodity Sourcing met with Mr
Solly Tshitangano of the National Treasury. Mr Dave Gorrie has effected an
electronic mail to Mr Tshitangano on or about the 04" February 2016 enquiring
as io whether Practise Note 3 of 2003 {which deals with risk based payment
basis) is still valid and effective, and later that day received a electronic mail
from Mr Tshitangano, confirming that the aforesaid Practise Note is still valid.
Flease see attached hereto for ease of reference the frail of electronic mails
between Mr Gorrie and Mr Tshitangano for ease of reference marked Annexure
EN7.
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2014 After receiving the aforementioned electronic mail (EN7) from Mr Tshitangano
the procurement team, lead by Mr Mabelane, was satisfied that the contract

with Mckinsey could proceed on a “risk fee” basis.

20.15 The contract for Mckinsey MSA took the form of a "Service Level Agreement”
(SLA) as advised by Eskom internal legal at the time. The SLA was developed
through interactions between Eskom Legal and McKinsey legal during the
negotiation process that took place between July 2015 and October 2015,
Various work packages assotiated with the SLA were also developed during
this time. As the SLA was not signed at the time of the first steering committee
on 9 February 2016, Mr Mabelane requested me to send him the confract
documents. | did so on 12 February 2016 - please see attached electronic mail
confirming same, for ease of reference marked Annexure EN8. | cannot recall

when Mr Mabelane eventually signed the SLA.

20.16 At the end of March 2016, McKinsey formally wrote to Mr Singh, stating that
McKinsey could no longer proceed with the Trillian as the BBBEE partner.
Despite the above McKinsey and Trillian continued to work together and jointly
participated in the various steering committees till about August 20186.

2017 During the third steering committee that took place on 7% June 2016, in a closed
session, a decision was made by the steering committee to cancel the
Mckinsey MSA risk based process. This gave rise to the Board Tender
Committee submission dated the 09™ June 2016 attached hereto and marked
Annexure EN9.

20.18 Mr Mabelane advised me that he formally notified Mckinsey of the cancellation

decision on 16™ June 20186.

20.19 During the period 20" June to 28" June 2016, Mr Mabelane wrote to Mckinsey
in an attempt to fry and re-imburse the consultants on a cost basis rather than
a risk fee basis. Mckinsey rejected the offer, Please see attached hereto
correspondences between Mr Mabalane and McKinsey for ease of reference
marked Annexures EN10, EN11, EN12 and EN13.

20.20 At the fourth steering committee that took place on 15" July 2016, a formal
decision was made o perform a true up of the approvals associated with the

Wave Tool (auditable programme governance tool) as of the same date. It was
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also agreed at the steering commitiee that consultants would remain on the

ground until a proper handover was done.

20.21 At the fifth and final steering committee that took place on 4" August 2018, the
consultants provided an update on the finalisation of all the work streams. Both
Mckinsey and Trillian also raised the issue that no payments were made to
them to date, despite agreed down payments. It was also agreed that the Board
Tender Committee would be approached to seek approval for a progress

payment until the full settlement process was concluded.

20.22 On 8 August 2016 the BTC approved, an already negotiated settlement value
of R1.8bn, interim payments to the consultants up to R800m, a transition period
of 6 months during which the consultants will be reimbursed on a rates basis
and if the full risk premium is not paid o the consultants in the 6 months
transition the balance will be redeemable after a 3 year period. The Group Chief
Executive, Chief Financial Officer and Group Executive for Generation were
authorised fo negotiate more favourable terms to the settlement process.
Please see attached hereto the executive summary dated the 08" August 2016

for ease of refence marked Annexure EN14.

20.23 On 13 December 2016, the BTC approved a mandate fo negotiate and
conclude the remaining portion of the settlement up to R84%m and a further
payment to the BBBEE partner Trillian to finalise payments up to August 2016.
The Acting Group Chief Executive, the Chief Financial Offer and the Chief
Procurement Officer were authorised to negotiate and conclude the settiement
process with McKinsey Please see attached hereto the executive summary of
the Submission to the Board Tender Committee for the 13" December 2016

marked Annexure EN15.

20.23 The settlement process included an internal audit review, legal review and an

external review of the payments made that was requested by the CFO.

20,24 On 8 February 2017 the BTC noted and supported a full settlement value of
R460m for the MSA. Please see attached hereto the Exiract from the Eskom
Board Tender Committee meeting held on the 08™ February 2017 for ease of
reference marked Annexure EN16.

20.25 Payments were made in accordance with the WAVE tool approvals by various

stteam leads across the organisation, subsequent Steering Committee /
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approvals, external review of payments made and Board Tender Committee

approvails.

20.26 After acquiring the necessary approvals from the BTC, Mr Mabelane requested
that the invoices be supported by myself and in the case of the finance stream
supported by Ms Maya Bhana (GM in the Office of the CFO). Mr Mabelane then
approved the invoices and forwarded them to the commercial team for
processing and payment. All payments for the MSA were allocated to the
CFO's cost centre 111000.

MY ROLE IN MARSH (OLIVER WYMAN) - REVIEW OF MSA

21. At or around the end of August 2016, Mr Singh requested that an independent review
of the MSA be done. In discussions with Mr Singh it was suggested that Oliver Wyman

{(MARSH) would be considered as a potential service provider.

22. 1 thereafter sought approval from Mr Mabelane for independent review. Mr Mabelane
advised that the independent review was allowed in terms of the contract with
McKinsey. He further asked me o work with the procurement team to put in place a
procurement process to acquire the services of Oliver Wyman on a sole source basis.
He also requested me to get a proposal from Oliver Wyman to assess if they had the
capability to perform the review. Mr Dave Gorrie (Senior Manager Procurement) was

to assist me with the process.

23.1 then requested Ms Hendricks to request a proposal from Oliver Wyman for the

independent review,

24, Mr. Gorrie subsequently advised against the single source procurement of Oliver
Wyman. He also advised ihat the procurement process for the review of the MSA
should follow the Strategic Business Management Panel process. All of the necessary
panel approval documents were prepared and submitted by Ms Hendricks as pari of

the process.

25, Oliver Wyman was appointed in and around the second week of November 2016. My
role together with the support of Ms Hendricks was to assist in the provision of the
necessary documentation and co-ordination activities associated with the review

process. Oliver Wyman also, as part of the review process, engaged with the various

&

Eskom MSA stream leads to perform their analysis.
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26. Cliver Wyman produced two reports; a preliminary report dated 9 December 2016 and
a final report dated 15 December 2018.

27. As stated previously, the Board Tender Committee approved a mandate {o negotiate
the remaining portion of the settlement associated with the MSA, on 13 December
2016. Mr Mabelane and | agreed that a modification o the existing contract with Oliver
Wyman would be put in place should we require further support during the settlement
negotiations process with McKinsey, The approval of the modification of the contract

followed the Strategic and Business Management Panel process.

28. To my knowledge the additional services outlined in the modification were not utilised

by Eskom.

MY INTERACTION WITH INTERNAL LEGAL AND INTERNAL AUDIT ON THE REVIEW
OF THE MSA

29. The internal audit review process, initiated by Mr Singh, began in early November
2016. My team was requested to provide the necessary documentation associated

with the contract.

30. The audit report was prepared and submitted fo Mr Singh on 12 December 2016 by
Mr Molefi Nkhabu (Senior General Manager Internal Audit). Please see attached draft
audit report which was later made final, marked for ease of referenice as Annexure
EN17.

31. Regarding the legal review of the MSA, Mr Singh requested Ms Suzanne Daniels
{Acting Head of Legal and Company Secretary) to do the review. | do not know when

Mr Singh requested the legal review.

32. My interaction with Ms Daniels, began on 5 December 2016. | was requested to send
Ms Daniels the letters from McKinsey and Trillian claiming risk based fees reference.
Please see attached electronic mail dated the 05" December 2016 for ease of

reference marked Annexure EN18.

33. 1 was requested by Mr Mabelane and Mr Singh to prepare the BTC submission for 13
December 2013. On 9 December 2016, | sent Ms Daniels the drait BTC submission
for legal input. | also attached the Preliminary Olivet Wyman Report. Please see

attached electronic mail for ease of reference marked Annexure EN19.

&>
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34. 0n 12 December 2016, | received back the Board submission documentation that was
edited by Ms Daniels in relation to the legal input. Please see attached hereto
electronic mail from Ms Daniels as well as the attached executive summary of the
submission to the Board Tender Committee dated the 13" December 2016, for ease

of reference marked Annexures EN20 and EN21, respectively.

35. As the team was progressing towards concluding a settlement agreement with
McKinsey, Oliver Wyman prepared and sent to me some settlement principles for
consideration. | forwarded these principles to Ms Daniels on 6 February 2017 for her
review. In her replying email Ms Daniels mentioned that Mr Rishaban Moodley from
CDH would make contact with me regarding the settlement agreement with McKinsey.
Please see attached trailing electronic mails in respect of the aforementioned for ease

of reference marked Annexure "EN22”".

36. Mr Moodley made contact with me for the first time on 7 February 2017. He mentioned
to me that Ms Daniels had requested him to assist in drawing up of the settlement
agreement. Mr Moodley also requested some documentation relating to the project.

This documentation was provided to him by Ms Hendricks.

37.0n 15 February 2017, Mr Moodley sent me a draft letter and settiement agreement in
which Ms Daniels was also copied. Please see attached hereto a copy of the electronic
mail from Mr Moodiey, as well as the draft letter and setilement agreement, for ease
of reference marked Annexures EN24 and EN25, respectively. As per the email, Mr
Maoodley also made mention of a memorandum. Not knowing what purpose of the
memoarandum was, | replied to Mr Moodley, copied to Ms Daniels, and sought advice
whether the memorandum he made mention of would prevent Eskom from signing the
settlement agreement with McKinsey. | did not receive a formal response from Mr
Moodley. Please see attached hereto my aforesaid replying electronic mait to Mr

Moodley for ease of reference marked Annexure EN26.

38. After receiving the draft settlement agreement from Mr Moodley on 15 February 2017,
| forwarded the agreement to the head of internal audit Mr Molefi Nkhabu for review as
per the recommendation of review of the MSA completed by internal audit on 12
December 2016. Please see attached hereto a copy of my electronic mail to Mr
Nkhabu requesting his review and whether same has met his requirements, for ease

of reference marked Annexure EN27.

&/
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39. The draft seftliement agreement, sent to me and copied to Ms Daniels by Mr Moodley
on 15 February 2017, included two questions relating fo the two suspensive conditions
on the MSA contract, | discussed the suspensive conditions with Mr Mabelane and he
advised me that his view was that the suspensive conditions were met. | provided the
same feedback to Mr Moodley. Mr Moodley then revised the settlement agreement
and forwarded it to me and copied to Ms Daniels. Please see attached hereto the
electronic mail from Mr Moodley together with the attached amendments for ease of

reference marked Annexures EN28 and EN29, respectively.

40.0n 16 February, | received an email from Mr Nkhabu (internal audit) confirming that
they are comfortable with the letter, however, with regard to the agreement, Mr
Nkhabu's feedback recommended the following; "We however think the part coloured
yellow about the audit tool and the steercom should be deleted because it has become
redundant’. Please see attached hereto electronic mail for ease of reference marked
EN30.

41.Mr Mabelane and Dr Weiss signed the settlement agreement on the morning of 17
February 2017. Later that afternoon, both Ms Daniels and myself received a
memorandum from Mr Moodley, relating to the MSA. | raised the issue with Mr
Mabelane. Both Mr Mabelane and | then raised the issue of the memorandum with Mr
Singh on Monday 20 February 2017. Mr Singh undertook the raise the issue with Ms
Daniels. Please see attached hereto the electronic mail from Mr Moodley, as well as

the attached memorandum for ease of reference marked Annexures EN31 and EN32.

42, On Tuesday 21 February 2021, Mr Singh, Mr Mabelane and Ms Daniels attended an
EXCO and Board meeting in Cape Town. | received a call from Mr Mabelane to draft
a memorandum from himself to the Interim GCEO Mr Koko summarising all the
activities that were undertaken to conclude the MSA with McKinsey. The memorandum
was also forwarded to Ms Daniels for her to review. Please see attached hereto
electronic mail to Ms Daniels, together with the aforementioned memorandum
(requesting her review), for ease of reference marked Annexures EN33 and EN34,

respectively.
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43. On the morning of 22 February 2017, Ms Hendricks collected from Ms Daniels office a
signed copy of the minutes of BTC of 8 February 2017 and a signed copy of the
memorandum marked as Annexure EN34 above. The memorandum was delivered to
Mr Mabelane who then took it for signature to Mr Koko. As advised by Mr Mabalane,
Mr Koko did not sign the memorandum as his view (Mr Koko) was that the Board
Tender Committee had already approved the payment as per the settlement

agreement.

MCKINSEY FIXED FEE CONTRACT (4600059002)

44 During September 2015 Eskom was in the final stages of completing the negofiation
process with McKinsey for the MSA, this included the preparation of Board Tender

Committee submissions that we made in Octeober 2015,

45. On 3 September 2015 Mckinsey forwarded me a letter addressed fo Mr Matshela Koko
(Group Executive Group Technology and Commercial). They explained that the work
needed to be urgently completed to finalise the corporate plan that included the setting
of KPIs in line with the new Eskom Design and to Cost Strategy. McKinsey further
explained that proposal is based on fixed fees and could not fit under the risk based
fee MSA. Please see attached hereto a copy of the electronic mail as well as the letter
dated the 1% August 2015, for ease of reference marked Annexures EN35 and EN36,

respectively.

48. | then contacted Mr Koko who advised me that a contract needs to be put in place and
that | should work with the procurement feam, led by Mr Charles Kalima (Acting GM
Commodity Sourcing), to prepare the necessary documentations for approval. Mr
Kalima assigned Ms Tshiamo Makoloane (Procurement Specialist) to the procurement
process. | forwarded the proposal to Ms Makoloane on 4 September 2015. | assigned
Mr Bruno Corriea, one of the Top Engineers assigned to the Mckinsey MSA negotiation
process, to assist Ms Makoloane in the preparation of the documentation for approval.
Ms Makoloane also requested me to register a purchase requisition on SAPR to initiate

the procurement process.

47. After completion of the preparation of the necessary documents, Mr Kalima asked me
to sign off as the Project Manager. Mr Kalima also mentioned to me that Mr Koko will

be taking the documents to the Board for approval.
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48. 1 do not know when in September 2015 the Board approved the mandate to negotiate
and conclude for this contract as | was not invited to the meeting. Negofiations,
arranged by Ms Makoloane, were held with Mckinsey and the letter of acceptance was
signed by Mr Koko and Dr Alexander Weiss on 29 September 2015. Please see

attached hereto Acceptance Letter for ease of reference marked Annexure EN37,

49. On 27 November 2015 | received an email from Mr Vikas Sagar of Mckinsey, in which
Dr Weiss, Dr Eric Wood and Mr Koko, were also copied, providing the details of the
BBBEE Partner, Trillian, after | had requested them to do so. Please see attached

electronic mail for ease of reference marked Annexure EN38.

50. On 8 February 20186, | received another email from Mr Vikas Sagar, in which Dr Weiss
and Dr Wood were copied, with the following content “In line with the contractual
arrangement agreed in our MSA and per Trillian's request, we attach the authorisation
to pay Trillian directly”. The attachment related to direct payment to Trillian for this
contract 4600059002. Please see attached hereto a copy of the above electronic mail
dated the 09" February 20186, as well as the letter dated the 09" February 20186, for

ease of reference marked Annexures EN39 and EN40, respectively.

51. Mckinsey invoices were processed by Ms Hendricks for payment in February 2016,
after acquiring the necessary sign-offs to confirm that the work was completed. For the
business case aspects, Ms Hendricks received confirmations from Mr Doug Dewey
(Finance Manager Medupi Project and Ms Nhlanhla Kraai (Finance Manager Kusile
Project). For the finance related work Ms Hendricks received confirmations from Ms
Maya Bhana (GM in the office of the CFQ). | do not have in my possession all of the
documentary evidence relating to the approvals but have attached what | could find on
record (EN41, EN42, EN43, EN44, EN45 and EN46)

52.0n 19 February 2016, Mr Kalima and [ received and email from Mr Mabelane, that he
received from Ms Bhana, relating to the payment of the Trillian invoice. | explained to
Mr Mabelane that firstly the invoice related to confract 4600059002 Mckinsey Fixed
Fee contract and not the MSA, and that secondly 1 did not receive confirmation from

McKinsey of the work done, in line with the authorisation to pay.

53. On 18 March 20186, | received an email from Lorenz Jungling from McKinsey, with the
attached Trillian invoice, saying he will review the invoice the next day. Please see
attached electronic mail from Mr Jungiing, as well as the invoice-cover letter from
Trillian for ease of referance marked Annexures EN47 and EN48, /

&>
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54. Atthe beginning April 2016, Mr Mabelane after discussions with Mr Koko and Mr Singh,
followed up with me as to whether the invoice for Trillian had been paid. | explained to
him that Mckinsey had still not given written approval, and hence | could not forward
the invoice for payment. Mr Mabelane advised that he would approve the invoice as
per his discussions with Mr Koko and Mr Singh. | also raised the issues of direct
payment to a subcontractor without a contract, after which, Mr Mabelane assured me
that it was allowed and had been done in the past at Eskom. He asked me to support
the invoice as the Project Manager. Mr Mabelane also asked me to send a letter (PG4)
to Mr Muvenda Khomola (Eskom Vendor Management) in line with paragraph 50
above, for the registration of Trillian as a vendor. The payment of the invoice was then

processed by the procurement team.

DEL.OITTE

55. As Programme Director in Group Capital, one of the functions that | was accountable
for was Capital Efficiency. During the preparation of the Corporate Plan at the end of
2015, this function interacted with the finance department headed by Mr Singh at the
time. During this interaction Mr Singh indicated that he wanted to transform this
function into a GCIA Function. My team and | began working on what this function
would need to eventually fransform into. As mentioned previously, at the time my office
was supported by Ms Hendricks, two top engineers and Ms Soriano (a dedicated
resource from McKinsey). We began work on the GCIA function in Feb/March 2016.
Please see attached hereto as copy of the electronic mail from Ms Soriano dated the

18" March 2016 for ease of reference marked Annexure EN49,

56. | pause to mention that the GCIA function design that we were instructed to work with,

was compared with that which was implemented by Transnet. (EN50 and EN51)

57. At the end of 2015 and the beginning of 2016, Deloitte was conducting Executive Lab
sessions with General Managers across the organisation. One of my colleagues, Mr
Peter Sebola, from Group Capital was also invited to a session. Please see attached
hereto a copy of the electronic mail inviting me to patticipate in the interview, for ease

of reference marked Annexure EN52.
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58. | received an introduction email for the executive lab and subsequently a preparation
email from Mr [zak Du Plessis from Deloitte, who invited me to meet with him and Mr
Shamal Sivasanker. The lab took place on 20 April 2016. Please see attached hereto
a copy of the electronic mails from Mr Du Plessis for ease of reference marked
Annexures EN53 and EN54.

59. As part of the preparation for the lab | had to submit a description of my overall porifolio,
this was the intention of the email sent to Mr Sivasanker on 13 April 2016. Over and
above our latest thinking on the GCIA function, the presentation attached to the email
also provided information relating o the other functions | was accountable for at the

time.

60. In April/May 2016, Mr Singh the CFO was in the process of finalising the new Group
Finance structure. The GCIA function was going to be a new function that would be
reporting to the CFO. Deloitte was assisting Mr Singh in finalising the various job
profiles for the Group Finance structure. | was requested to work with Deloitte to
finalise the GCIA job profile.

61. Shortly after the Executive Lab session, Mr Sivasanker advised me that Mr Singh had
requested Deloitte to assist with establishing the GCIA function in Group Finance and
to provide a proposal to this end. The intent of the email sent o me by Mr Sivasanker
on 15 June 2016 was to provide a list of initiatives that Deloitte was engaging Mr Singh
on and that the list included the GCIA function set up. | provided some input into
finalising the proposal due to my experience in managing the Capital Efficiency
function in the Group Capital division. Activities on establishing the GCIA function only

began after the task order was awarded to Deloitte.

62.In August 2016, Mr Singh, requested Ms Maya Bhana and myself to compile
professional services consulting motivations for scopes of work that eventually resulted
in Deloitte being awarded task orders for SM002 and SM004. it was agreed that some
information from the unsolicited proposals sent by Deloitte would be used to compile
the motivations as Ms Bhana and | did not have a full understanding of the scope of
work required for each package. To my knowledge at the time Deloitte had begun work
already, at risk, on the RMO that eventually formed part of SM004. This was also wel|
known in the rest of the organisation as Deloitte had a significant presence in Eskom

by that stage.
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63. The motivations mentioned in paragraph 62 above was sent to Mr Mohamed Khan
(Acting General Manager Corporate Finance) for approval. Mr Khan was also the
Chairperson of the "Management Consulting Panel Control Committee” at the time. He
was supported by Mr Dave Gorrie (Senior Manager Procurement). The associated
scopes of work then followed the panel committee procurement process that was
administered by Mr Gorrie. The tender evaluation for SM002 and SM004 was
conducted by Mr Sanjith Rampath and Mr Ngoaka Huma respectively. | did not
participate in the procurement process. After receiving the evaluation results sent to
me from Ms Bhana and Mr Huma | forwarded them to the “Panel Control Committeg”
for approval. (EN55 and EN56)

64. Sometime in the middle of September 2016, Mr Mabelane (Chief Procurement Officer),
requested me to assist in Chairing the "Management Consuiting Panel Control
Committee”. | engaged Mr Gorrie and Mr Khan to that end. Mr Gorrie sent me the
terms of reference of the committee that was already in existence at the time and was
Chaired my Mr Khan (EN57 and EN58). Mr Gorrie also mentioned fo me that the
Committee had awarded two task orders already i.e. SM000 and SM001. | was formally
appointed as Chairperson of the committee sometime in the middle of October 2016.

65. The Panel Committee took a decision during the meeting of 29 September 2016 to
appoint Deloitte for task orders SM002 and SM004.

686. Whilst finalising the task orders for Deloitte, Mr Gorrie, on 4 October 2016, raised with
me the issue of the Deloitte rates that was not in line with the National Treasury
prescribed rates. He also explained to me that Deloitte had committed not to be outside
the National Treasury Rates and that Nokwanda Gambushe from the procurement
department was engaging Deleitte in this regard. (EN59 and EN&0). We agreed that

the rates issue with Deloitte should be finalised befare signing of the task order.

67. Deloitte submitted an invoice for the work completed to date, on 06" October 2016.
Ms Hendricks began processing the invoice for payment. The invoice was sent to Mr
Huma for appraval as the work performed was in his area. Ms Hendricks also informed
me that that the finance department requested additional information relating to the

payment of the invoice. Ms Hendricks engaged Deloitte to acquire this information.
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68. In anticipation of a Section 34 Determination from the Ministry of Energy were Eskom
would be designated to be the procuring agent for the Nuclear Programme, Eskom set
up an Exco level steering committee, towards the end of September 2016, to advance
various project development and procurement preparation activities, Deloitte was to
assist in the development of the business case aspects due their prior involvement
with the Department of Energy on the same topic (ENG4, EN65 and EN66). Mckinsey
was to assist with the programme management office for the various work streams.
The project development department (Daryl Govender and Loyiso Tyabashe) worked
with Deloitte {0 advance the business case aspects. A modification for task order

SM002 with Deloitte was put in place to cater for this work.

FAS PANEL

69. The submission of the approval documents to the EXCO Procurement Commitiee
required that an end user be specified on the documents. Due to my new role in the
finance department at that stage, | was designated by Mr Singh as the end user. | did
not participate in the procurement process that led 1o the approval process including

the process to set up a panel C.
KPMG TASK ORDER

70. Mr Mabelane requested me to assist in the compiling of the motivation to the
Management Consulting Panel Control Committee for the implementation of the
Procurement and Supply Chain Management Operating Model. | requested the
necessary template from Mr Gorrie, and he subsequently provided same to me on 2
August 2016. Please see attached electronic mail to Mr Gorrie, as well as the template
that he provided me with, for ease of reference marked Annexures EN67 & EN638,

respectively.

7. The motivation had to indicate that the request was initiated in Group Finance as the

Commercial Division, managed by Mr Mabalane as the CPO, reported into the Group

&7
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72.In relation to the PCC minutes of 7 September 2016 and the Motivations compiled for
the Finance Qperation, Capital Scrubbing and Results Management Office packages,
Mr Gorrie indicated to me that the end user could recommend preferred suppliers, as
per the panel process, for the scopes of work. Furthermore the SBM Panel had to have
existed by 7 September 2016 due to the set of minutes that were generated referred

to in Annexure 4 of the Commission’s letter dated the 28" May 2021.

73. In relation to the PCC Evaluation Award report dated 15 November 2016, | was
required to ratify the decision taken by the Panel Committee members (Dave Gorrie,
Mochamed Khan, Mary Anne Hendriks, Hanno Qostenbrink, Lulu Njaza, Ishmael
Modiko and Nokwanda Gambushe) on the same date. Please see attached minutes
of meeting (MCPCC) for 14 November 2016, for ease of reference marked Annexure
"ENG9".

74. The rejection of the evaluation report compiled on 23 November 2016, was in line with
the Panel Committee decision taken on 28 Navember 2016. See attached minutes of
meeting for 28 November 2016. Please see attached minutes of meeting (MCPCQC) for

14 November 20186, for ease of reference marked Annexure “EN70”

75. The final decision to award the work to KPMG was made at the committee on 12
December 2016. | was not in atiendance for this meeting so the meeting was either
chaired either by Mr. Khan or Mr. Gorrie. Please see attached hereto a copy of the
minutes of the meeting (MCPCC) dated the 12" December 2016, for ease of reference
marked Annexure “EN71"

SBM PANEL

76. With regards to the EXCO Triple Adjudication to appoint Africa Wide Consulting, Mr
Mabelane requested me to compile the necessary documentation for the approval
process. The template for the triple adjudication approval process was provided to me
by Mr. Gorrie. Africa wide consulting was appointed to support the Eskom commercial
team to process a number of fransactions that was required to be approved, for the

delivery of the corporate plan, through the SBM and Financial Advisory panels.

77. As mentioned previously in my affidavit, | stopped Acting as the GM for Commodity
Sourcing in August 2015, Mr Gorrie thereafter reported to Mr Charles Kalima who /
replaced me as the Acting GM for Commadity Sourcing. As such | did not play a roleE /
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in the SBM Panel evaluation or approval process. | furthermore do not recall giving Mr.
Gorrie an instruction to re-evaluate any suppliers as such an instruction could have
only come from his line manager, Mr. Kalima or the Chief Procurement Officer Mr.

Mabelane,

78. In relation to the modification of the value for the SBM panel, a number of transactions
relating o the delivery of the corporate plan and the transfer of the scope of work that
was initially undertaken through the Mckinsey MSA had to be processed by the SBM
Panel. Mr Mabelane had instructed the procurement team to initiate the approval
process for the increase in the budget of the SBM panel that would have to be
approved by the BTC and National Treasury. | was requested by Mr Mabelane and Mr
Singh to only provide the motivation for the increase in the budget that was

subsequently included in the approval documentation to the BTC.

/M/
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WP |

2™ floor, Hillside House

17 Crmpire Road,

Parktown

Johannesburg

2193

Tel ¢nternational): +27 (10) 214-0651
Tel tTollfreei: 0800 222 097

Email: inguirtes@sastatecapture.org.za
Web: www.sastatecapiure.org.za

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

19 February 2021
Tracking Number: RPS08/0024/RH
Mr Prishothman Govender

Tel: 082 469 0487

Email: prish.govender@gamail.com

Dear Sir

REQUEST FOR COMMENTS BY MR PRISHOTHMAN GOVENDER

1. This letter is addressed to you in pursuance to the Commission’s investigation into State

Capture.

2. The Commission’s investigation has revealed that you, Mr Prishothman Govender, may
have participated in and/or have knowledge of various matters by virtue of your role as
General Manager: Capital Assurance and Integration at Eskom Holdings SOC Ltd

(“Eskom™).

3. You are hereby requested to furnish the Commission, on or before 16h00 on Thursday,
04 March 2021, with an affidavit or affirmed declaration, in which you provide the
Commission with full details of your version in regard to the above. The aforementioned

should as a minimum, address, but not be limited, to the issues as set out in the “list of

57
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matters” document attached herein. The said list of matters document and its relevant

supporting Annexes are attached as Annexure “PG” to be sent via WeTransfer link.

4. As a matter of general practice, the Commission offers assistance, free of charge, in the
preparation of an affidavit or affirmed declaration to those who are called upon to submit
evidence before it. However, potential witnesses, such as yourself, are at liberty to make
use of your own legal representatives, in which event the Commission will not be liable

for their legal costs.

5. You are requested to advise the Commission, within three (3) calendar days of receipt
hereof whether you undertake to furnish the Commission with the affidavit, affirmed
declaration or statement within the stipulated time. Your failure to do so will be construed
by the Commission as an intention on your part not to furnish the required affidavit,

affirmed declaration or statement.

6. Your co-operation will be highly appreciated.

Yours faithfully

.
A

Pfof ltumeleng Mosala

Secretary

Judicial Commission of Inquiry into Allegations

of State Capture, Corruption and Fraud in the Public Sector including Organs of
State
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ANNEXURE PG

Please see below a mere guideline of topics, which may be relevant to deal with in your
affidavit or affiimed declaration. This should in no manner restrict you, as this is a mere
guideline. Please feel free to deal with any additional matters you might feel that the
Commission needs {o be made aware of.

Where you refer to documents it will be most useful if these are included as annexures to your
affidavit or affirmed declaration and are referenced as such. Please make use of the bundle
of documents you were provided with and feel free to include any other documents that you
wish to include as annexures in your affidavit or affirmed declaration.

General and Background Information

1. Brief background about yourself including your academic qualifications;

2. Details of when you joined Eskom and the different positions you have occupied during
your fime at Eskom;

3. The processes and individuals involved in your appointment to the aforesaid positions;

and

4. The circumstances leading to your departurefresignation from the employ of Eskom.

Contract concluded between Eskom Holdings SOC Limited (“Eskom”) and McKinsey
& Company Africa (Pty) Ltd (“McKinsey & Co”) on 4 May 2016 {with contract number -

4600059002)

5. Your overall involvement in the conclusion of the abovementioned contract including:

5.1. Circumstances in regard to your creation of a Purchase Requisition (‘PR"), attached
hereto as Annexure PG1, on the Eskom SAP system relating to the appointment
of McKinsey & Co;

5.2. Circumstances in regard to your signing of a sole source justification form, attached
hereto as Annexure PG2, relating to the appointment of McKinsey & Co outside of
a competitive bidding process;

9.3. Circumstances in regard to your signing of a mandate to negotiate submission
document, attached hereto as Annexure PG3, dated 7 September 2015, which
requested a mandate “fo negotiate and conclude with McKinsey & Co for the
procurement of professional strategic consulting services for ad-hoc support on

e
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urgent finance and strategy work, at a contract value not exceeding R98 770 024.08
excluding VAT, and travel and subsistence”,

5.4. Information and details of how you satisfied yourself, as a procurement official, that
all Eskom procurement processes and the prevailing procurement legislative
prescripts were adhered to when you created, signed and/or compiled the aforesaid

documents. In particular:

54.1. Was a proven in-depth market analysis conducted to justify the
appointment of McKinsey & Co through a sole source mechanism and
outside of a competitive bidding process?

5.4.2. Was approval sought and obtained, for the appointment of McKinsey & Co,
from the Eskom Internal Consulting Unit?

5.4.3. With regards to the abovementioned mandate to negotiate submission, i.e.
Annexure PG3, please provide the rationale that the said submission was
addressed to the Eskom Board instead, in light of its value being iess than
R300 million, of a lower approval structure;

5.5. Circumstances and details in regard to you issuing a letter dated 8 April 2018,
attached hereto as Annexure PG4, to Mr Muvenda Khomola
(“Mr Khomola®) in which you instructed him to register, on an urgent basis, Trillian
Management Consulting (Pty) Ltd (“TMC”) as an Eskom vendor and to make a
direct payment to them (TMC):

5.5.1. What was the rationale for issuing the aforesaid letter?

9.5.2. Did Eskom have a contractual relationship with TMC in regard to the
purpose of their registration, as an Eskom vendor, and direct payment as
outiined in your aforesaid letter of 8 April 20167

5.5.3. Ifso, please provide details and evidence of such a contractual relationship;

5.5.4. If not, please provide information with regards to the rationale that you
issued the aforesaid letter.

5.5.5. Did any of the applicable Eskom policies and procedures allow for direct
payments to be made to subcontractors?

5.5.6. Did TMC render any services in exchange for the payments you instructed
Mr Khomola to advance to them?

&> 4
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5.5.7. Please provide information and details of how you satisfied yourself, when
you issued the aforesaid letter of 8 April 2016, that ali Eskom procurement
processes and the prevailing procurement legislative prescripts were
adhered to and that TMC complied with the Eskom set subcontracting
conditions relating to the contract in question. '

5.6. Information and details of your role, if any, in the processing of Goods Receipt Notes
("GRN") relating to McKinsey & Co’s Purchase Orders in respect of the contract in
question. If you were involved in the processing of the aforesaid GRNs:

5.6.1. Did you have any evidence of services being rendered by McKinsey & Co
in exchange for the GRNs processed to their benefit ?;

5.6.2. How were Eskom procurement processes and the prevailing procurement
legislative prescripts adhered to in regard to your processing and/or
approval of the GRNs relating to McKinsey & Co’s Purchase Orders?

5.7. Any further information you would like to share relating to the above.

Contract concluded between Eskom and McKinsey & Co on 7 January 2016 (with
contract number — 4600060989)

6. Your overall involvement in the conclusion of the abovementioned contract including:

6.1. Circumstances in regard to your signhing of a sole source justification form, attached
hereto as Annexure PGS, relating to the appointment of McKinsey & Co outside of

a competitive bidding process:

8.2. Circumstances in regard to your signing of an EXCO Procurement Sub-Committee
(‘EXCOPS") and Board Tender Committee (“BTC") procurement strategy
submission, attached hereto as Annexure PGB, relating to the appointment of
McKinsey & Co outside of a competitive bidding process;

6.3. Circumstances in regard to your signing of a mandate to negotiate submission
document, attached hereto as Annexure PG7, dated 22 June 2015, which
requested a mandate “fo negotiate and conclude with McKinsey & Co o develop
the Top Engineers programme into a fully functioning consulting unit that can
provide world class management consulting services capable of resolving emerging
company-wide risks by driving savings and unlocking cash”;

6.4. Information and details of how you satisfied yourself, as a procurement official, that
all Eskom procurement processes and the prevailing procurement legislative

B> 5
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prescripts were adhered to when you signed the aforesaid documents (i.e.
Annexures PG5, PG6 and PG7). In particular:

6.4.1. Was a proven in-depth market analysis conducted to justify the
appointment of McKinsey & Co through a sole source mechanism and
outside of a competitive bidding process?

6.4.2. Was approval sought and obtained, for the appointment of McKinsey & Co,
from the Eskom Internal Consulting Unit?

6.5. Whether or not you stated in the Steering Committee meeting of 9 February 20186,
as indicated in paragraph 8, titled “"High Level MSA Overview”, of the minutes of the
aforesaid meeting (refer to Annexure PG8), inter afia, that “National Treasury
approved confirmation of the Conlract Methodology for the Risk Based Approach
with the Chief Procurement Officers Office.

6.5.1. If so, please provide the details and evidence of the aforesaid National
Treasury approval;

6.5.2. The details and rationale for your attendance of the Steering Committee
meetings, post 9 February 2016, as indicated in the minutes thereof
attached hereto collectively as Annexure PG9,

6.6. Information and details of your role, if any, in the processing and/or approval of
invoices issued by either McKinsey & Co or TMC in respect of the contract in
question. If you were involved in the processing and/or approvai of the aforesaid

invoices.

6.6.1. Please provide the details of the specific invoices which you processed
and/or approved,;

6.6.2. Did Eskom have a contractual relationship with TMC in regard to the
invoices which you processed and/or approved?

6.6.3. Did you have any evidence of services being rendered by either McKinsey
& Co or TMC in exchange for the invoices which you processed and/or

approved?

6.6.4. How were Eskom procurement processes and the prevailing procurement
legislative prescripts adhered to in regard to your processing and/or
approval of the aforesaid invoices relating to McKinsey & Co and/or TMC?

6.7. Any further information you would like to share relating to the above.

®//
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Contract, with contract number 4600061873, for the provision of strategic, business and

management consulting and professional services for a period of three (3) years
concluded between Eskom and Marsh (Pty) Ltd (“Marsh”)

7. Your overall involvement in the conclusion of the abovementioned contract inciuding:

7.1. Whether or not you requested Mr Mary-Anne Hendricks (“Ms Hendricks") to soticit
a proposal, to “review one of Eskom’s key supplier contracts”, from Oliver Wyman
as indicated in the email, attached hereto as Annexure PG10, dated 22 September
20186. if so:

7.1.1. Did Eskom have any contractual relationship with Oliver Wyman in regard
to the proposal you requested Ms Hendricks to solicit from them?

7.1.1.1.  If so, please provide details and evidence of such a contractual

relationship; and

7.1.1.2.  If not, please provide the rationale for requesting Ms Hendricks
to solicit a proposal from them.

7.2. When did Eskom make a decision, and what was your role in same, to appoint a
service provider to undertake a forensic technical review of the contract, with
contract 4600060989, which was concluded between Eskom and McKinsey & Co?

7.3. An overview of your overall involvement and role in the appointment of Marsh to
undertake a forensic technical review of the contract, with contract 4600060989,
which was concluded between Eskom and McKinsey & Co?

7.4. The rationale and an overview of your role in the modification, from
R5 469 000.00 to R9 570 750.00, of the Marsh contract (Refer to Annexure PG11):

7.4.1. Information and details of how you satisfied yourself, as a procurement
official, that all Eskom procurement processes and the prevailing
procurement legislative prescripts were adhered to when signed approved

the modification of Marsh contract.
7.5.  Any further information you would like to share relating to the above.
Deloitte

8. On 13 April 2016 you forwarded an e-mail, earlier received from Bernadine Soriano of
Mckinsey, to Shamal Sivasanker of Deloitte (Refer to Annexure PG12), with attached
Group Capital Investment Assurance Operating Model (Refer to Annexure PG13):

S
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8.1. Why was this e-mail with attached document forwarded to Shamal Sivasanker of
Deloitte?

8.2. What services, if any, did you require from Deloitte in this regard?

9. On 21 April 2016 you sent an e-mail to Shamal Sivasanker (Refer to Annexure PG14)
with attached job profile for the Head of Capital and Integration Assurance:

9.1. Provide background and context o the e-mail correspondence and the job profile.
9.2. Why was this Eskom job profile sent to an external service provider for review?

10. Relating to e-mail correspondence containing the Eskom Capital Group: Integration and
Assurance proposal (Refer to Annexure PG15 and PG16) on 30 May 2016, and the
revised proposal on 16 June 2016 (Refer io Annexure PG17 and PG18):

10.1. Did you approve this unsolicited proposal from Deloitte? If approved, how did you
satisfy yourself that a procurement process in terms of Eskom’s Procurement and
Supply Chain Policy that was fair, equitable, transparent, competitive and cost-
effective was followed?

10.2. What, if any, discussions took place with Deloitte prior to ensure that Eskom's
need was sufficiently addressed by the unsolicited proposal?

10.3. if any discussion took place prior to finalization of the unsolicited proposal, with

which Deloitte representatives?

10.4. How did you envisage Deloitte be paid for services rendered as per the unsolicited
proposal?

10.5. When did Deloitte start rendering services relating to this unsolicited proposal?

11. With specific reference to the e-mail dated 15 June 2016 sent from Shamal Sivasanker
to yourseif, with subject Eskom Initiatives (Refer to Annexure PG19), and the
spreadsheet attached to the e-mail (Refer to Annexure PG20):

11.1.  Provide context and information to each of the initiatives referred to.

11.2.  Confirm if all the tasks listed in the attachment were allocated to Deloitte, and if so
when was the starting date for work performed by Deloitte for each task.

12. With reference to the Professional Consuiting Services Motivation for APPOINTMENT
OF CONSULTANTS TO IMPROVE FINANCE BUSINESS PROCESSES AND CAPITAL
INTEGRATION & ASSURANCE ESTABLISHMENT (Refer to Annexure PG21):

@ 8
/



ESKOM-14-1363 U43-PG-031

12.1. What was your role in the drafting of the document;

12.2. You were listed as a compiler of the motivation, who provided you with information

used to compile the motivation;

12.3. What was the source documents, if any, from which the contents were obtained;

and

12.4. For which tasks indicated in the motivation did Deloitte start rendering services
prior to the drafting of the document?

13. On 8 September 2016 an e-mail was sent to potential service providers requesting
proposals for the task order SM002 (Refer to Annexure PG22):

13.1. Were any tasks, which were based on unsolicited proposals received from
Deloitte, included in this request?

13.2. If so, on which tasks were Deloitte already in the process of rendering services?

14, Relating to the Deloitte invoices submitted via e-mail by Shamal Sivasanker to yourself
on 13 September 2016 (Refer to Annexure PG23):

14.1. The invoices were rejected on 29 September 2016, what was the reason for
rejection?

14.2. How did you satisfy yourself that the work was performed and what actions did
you take to inform Deloitte if the work was not done?

14.3. Based on what approved Eskom process, if any, was the services rendered?

14.4. What discussions or correspondence did you have with Shamal Sivasanker to

discuss these invoices?
14.5. Was Eskom liable to pay these invoices?

15. On 26 September 2016 Ngoaka Huma sent you the scoring results of the evaluation of
proposals on SM004 via e-mail {Refer to Annexure PG24):

15.1. Ngoaka Huma noted that the McKinsey proposal was not evaluated, why was the
McKinsey excluded for evaluation?

15.2. Based on the fact that Deloitte was the only Panel A service provider who's
proposal was evaluated, was a process that was fair, equitable, transparent,
competitive and cost-effective followed?

s
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15.3. What steps did you take to ensure that the McKinsey proposal was evaluated prior

to awarding of the task order?

16. On 26 September 2016 Sanjith Rampath sent you the scoring results of the evaluation of
proposals on SM004 via e-maii (Refer to Annexure PG25):

16.1. Why was the request not re-issued to include other Panel A service providers in

the process?

16.2. Based on the fact that Deloitte was the only Panel A service provider who's
proposal was evaluated, was a process that was fair, equitable, transparent,
competitive and cost-effective followed?

16.3. Sanjith Rampath noted in his e-mail that Deloitte’s proposed fee seemed
excessive, what was your actions to ensure a cost-effective process were

followed?

17. Relating to the minutes of the Management Consulting Control Panel for 29 September
2016 (Refer to Annexure PG26):

17.1. Both SMO002 and SM004 were awarded to Deloitte, what was meant by the
wording Approve Deloitte as other suppliers seem to have inadequate resource
loading?

17.2.  Was pricing of the Deloitte proposals, as required by the 90/10 scoring principle
as set out in the Eskom Supply Chain Management policy and the PPPFA, taken

into account prior to award?

17.3. For both task orders SM002 and SM004 the minutes fail to mention the Deloitte
unsolicited proposals, why was the committee not informed of the unsolicited
proposals received from Deloitte during Aprif, May and June 20167

17.4. For both task orders SM002 and SM004 the minutes fail to mention the Deloitte
provided services prior to the meeting date, why was the committee not informed
this work performed?

17.5. For both task orders SM002 and SM004 the minutes fail to mention the Deloitte
invoices submitted on 13 September 2016, why was the committee not informed
these invoices?

17.6. Did the unsolicited proposals, prior work conducted by Deloitte and the invoices
issued by Deloitte on 13 September 2016 in any way influence the awarding of

task orders SMO02 and SM004 to Deloitte?
s w/g
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17.7. Was the process to award task order SM002 and SMOQ04 fair, equitable,
fransparent, competitive and cost-effective?

17.8. Did you have any e-mail correspondence or telephonic discussions with Shamal
Sivasanker on the day of award of task order SM002 and SM004 to Deloitte?

18. Relating to the e-mail from Dave Gorrie to yourself, dated 04 October 2016 (Refer to
Annexure PG27):

18.1. Dave Gorrie informed you of the fact that Deloitte’s rates charged was higher than
the National Treasury prescribed rates, what action did you take to address this

matter with Deloitte?

18.2. Did you on becoming aware of the exuberant rates charge by Deloitte, taking into
account that you were informed of Deloitte’s excessive fees by Sanjith Rampath
on 26 September 20186, have a fiduciary duty to approach Deloitte and negotiate

a rate reduction to the best interest of Eskom?

19. Relating to the Deloitte invoices submitted via e-mail by Shamal Sivasanker to yourself
on 6 October 2016 (Refer to Annexure PG28);

19.1. What was the reason for not paying the Deloitte invoices?

18.2. What discussions or correspondence did you have with Shamal Sivasanker, if any,

regarding the invoices received?
19.3. Was Eskom liable to pay these invoices received?

20. Relating to the Deloitte invoices submitted via e-mail by Shamal Sivasanker to yourself
on 11 October 2016 (Refer to Annexure PG29):

20.1. What was the reason for not paying the Deloitte invoices?

20.2. What discussions or correspondence did you have with Shamal Sivasanker, if any,
regarding the invoices received?

20.3. Was Eskom liable to pay these invoices received?

21. Relating to the Deloitte invoices submitted via e-mail by Shamal Sivasanker to yourself
on 19 October 2016 (Refer to Annexure PG30):

21.1. Did you approve these invoices?

21.2. To your knowledge, who completed the goods receive note for services rendered
on the SAP system?

6‘7@11
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21.3. What discussions or correspondence did you have with Shamal Sivasanker, if any,

regarding the invoices received?
21.4. Were you aware of the fact that these invoices were paid on the same day?

21.5. Were you instructed to ensure that these invoices were paid on the same day, if

so, who instructed you?

21.6. Based on the invoices the expected date of payment was 31 October 2016, were

these invoices paid on the same date?

22. Relating to the invitation on 4 October 2016 to Shamal Sivasanker and Vikas Sagar with
title Nuclear Structuring [Refer to Annexure PG31):

22.1. What was the intention of meeting with Deloitte and McKinsey representatives at
the same meeting regarding nuciear structuring?

22.2. Did the meeting take place, if so what decisions were made?
22.3. Were official minutes kept of the meeting?

23. Regarding Shamal Sivasanker’s requests for an engagement letter for nuclear work sent
on 28 November 2016 (Annexure PG32) and on 15 December 2015 (Annexure PG33).

23.1. What was the scope of work Deloitte performed on the nuclear assignment?
23.2. What process was followed in awarding the tasks to Deloitte?

23.3. Who authorized Deloitte to start work on the nuclease assignment?

23.4. Why did Deloitte start work prior to official award following an Eskom process?

24. Regarding the Corporate Finance Motivation dated 30 January 2017 addressed to you
(Refer to Annexure PG34).

24.1. Did you evaluate and approve this motivation?

24.2. Was any work performed on the Group IT RMO prior to you receiving this
motivation?

24.3. Was National Treasury approval received for deviations larger that R15m
(including VAT) or 15%7?

24.4. What was the necessity, intention and effect of the single source motivation?

25. Regarding the SBM Panel Modification Request approved by you on 16 February 2017
(Refer to Annexure PG35).

&
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25.1. Do you know who prepared this document and what information was presented to
the preparer to compile the document?

25.2. Did this modification request relate to the work performed by Deloitte on the
nuclear assignment as per Annexure PG32 and Annexure PG337

25.3. If so, why was work performed prior to award of the tasks?

25.4. Was a process followed that was fair, equitable, transparent, competitive and cost-
effective in awarding the nuclear work?

25.5. Was National Treasury approval received for deviations larger that R15m
(including VAT) or 15%7?

FAS Panel:
26. Your overall involvement in the establishment of the Eskom FAS Panel, including:

26.1. The circumstances and details relating to you supporting the Contract and
Procurement Strategy for Financial Advisory Services, dated 01 February, 2017
and titled “Procurement Reclification Strafegy for the Provision of Financial
Advisory Services on an “as and when required” basis for a period of Three (3)
Years” (Refer to Annexure PG36);

26.2. The circumstances and details relating to you signing the “Mandafe fo Negotiale
and Conclude Panel C Coniracts with Panel Members for the Provision of
Financial Advisory Services on an as and when required basis for a Period of 3
(three) years” (Refer to Annexure PG37});

26.3. The circumstances and details of how you satisfied yourself, that all Eskom
procurement procedures and the prevailing procurement legislative prescripts
were adhered to when you supported and/or signed the abovementioned Strategy

and Mandate to Negotiate, in particular:

26.3.1. Increasing the value of the Panel budget from R300 million to R1.5

pillion; and

26.3.2. To establish Panel C, which included bidders who failed to meet the
minimum technical threshold set by Eskom and would thus, as per the
evaluation results, not have been technically compliant to meet Eskom’s

requirements.

27. Any further information you would like to share relating to the above.

L)@ 13
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ELOGRAN NAICKER
T

AT O R N E Y 5§

OUR REF:
G930/Mr Naicker

YOUR REF:
RPS08/0024/RH

22" FEBRUARY 2021

COMMISSION OF INQUIRY INTO STATE CAPTURE

EMAIL: ShannonV@commissionsc.org.za

BoipeloR{@commissionsc.org.za

“VIA ELECTRONIC MAIL”

Dear Sir / Madam
MATTER: REQUEST FOR COMMENTS BY MR PRISHOTHMAN
GOVENDER

OUR CLIENT: MR PRISHOTHMAN GOVENDER

We confirm we act on behalf of Mr Govender and refer to your correspondence
dated the 19™ of February 2021.

GROUND FLOOR, GATEWAY WEST, 22 MAGWA CRESCENT, WATERFALL CITY
TEL: 010 009 5442 FAX: ose 513 s44n EMAIL: low@enaltorneys.coza CELL: o0z 413 4299
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. Our instructions are that our client has only had sight of the

aforementioned correspondence on even date, due to the fact that it had
found it's way into the “spam/junk” electronic mail folder. It is only after
being sent a Whatsapp text message by your Shannon Van Vuuren that
he had become aware of the correspondence, and subsequently

forwarded same to our offices.

. We have been instructed further that our client is out of town and hence

proves some difficulty in our offices consulting with him properly.
Furthermore, the intended counsel to be appointed is inundated with a
matter in the Supreme Court of Appeal for the next 2 (two) days, and in
light of the aforementioned, together with your required timeline in
Paragraph 5 of your correspondence, we humbly request that our client
be given an extension thereto to Monday the 1%t of March 2021.

. Such extension will afford our offices together with counsel, the

opportunity to advise our client as to the magnitude and degree of the
questions fo be submitted in an affidavit, if any.

. We anticipate your urgent reply thereto.

. Our client/s right’s, that of the writer hereof and our firm remain strictly

reserved,

Yours faithfully

THIS LETTER IS NOT SIGNED AS IT IS SENT ELECTRONICALLY

Elogran Naicker

ELOGRAN NAICKER ATTORNEYS

U43-PG-037

GROUND FLOOR, CATEWAY WEST, 22 MAGWA CRESCENT, WATERFALL CITY

TEL: 010 009 5443

FAX: 096 518 6448 EMAN: low@enattorneys.co.za CELL: 082 413 4299 /
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Monday, June 14, 2021 at 12:40:34 South Africa Standard Time

/
Subject: RE: Request for Information // Mr Prish Govender X\ g
Date: Tuesday, 23 February 2021 at 17:20:34 Scouth Africa Standard Time

From: Shannon S. Van Vuuren

To: Elogran Naicker

cC: Boipelo B. Ratshikana, Rohan R. Hiles, Secretary

Attachments: image001.jpg, image002.jpg

Dear Elogran Naicker

Your request for an extension is granted.

We look forward to hearing from you on 01 March 2021,

Kind regards,
Shannon

From: Shannon 5. Van Vuuren

Sent: Monday, 22 February 2021 18:26

To: 'Elogran Naicker' <law@enattorneys.co.za>

Cc: Boipelo B. Ratshikana <BoipeloR@commissionsc.org.za>; Rohan R. Hiles
<RohanH@commissionsc.org.za>

Subject: RE:; Request for Information // Mr Prish Govender

Dear Elogran Naicker
We acknowledge receipt hereof.

Your letter has been brought to the Eskom workstream’s attention. We will respond as soon as possible.
Kind regards,

Shannon Van Vuuren

Legal Advisor: Operations & Investigative Support

COMMISSION OF INQUIRY INTO STATE CAPTURE

Hillside House, 17 Empire Road, Parktowit,

Johannesbhurg, 2193 |Gauteng| South Africa]

Cell: 060 749 5687

Email: shannonv@commissionsc.org.za | lwww.sastatecapture.org.za

Please consider the environment before printing

This email, and its attachments if any, is highly confidential. If you are not the intended recipient and have received this email in error, please
notify the sender immediately and then delete this email. Please do not copy this email, disclose its contents or use it for any purpose.

From: Elogran Naicker [mailto:law@enatiorneys.co.za]
Sent: Monday, 22 February 2021 17:46
To: Shannon S. Van Vuuren <ShannonV@commissionsc.org.za> ('%7
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ELOGRAN NAICKER

A T T O R N E Y S

QUR REF:
G930/Mr Naicker

YOUR REF:
RPS08/0024/RH

018t MARCH 2021

COMMISSION OF INQUIRY INTO STATE CAPTURE

EMAIL: ShannonV(@commissionsc.org.za
BoipeloR@commissionsc.org.za

“VIA ELECTRONIC MAIL”

Dear Sir/ Madam

MATTER: REQUEST FOR COMMENTS BY MR PRISHOTHMAN
GOVENDER

OUR CLIENT: MR PRISHOTHMAN GOVENDE

The above matter bears reference, and more specifically your electronic mail
dated the 23" February 2021.

GCROUND FLOOR, GATEWAY WEST, 2z MAGWA CRESCENT, WATERFALL CITY =
TEL: 010 000 5443 FAX: uss 516 5448 EMANL: low@enallorneys.co.za GELL: 082 413 4290




ESKOM-14-1372

. Ourinstructions are that our client undertakes to furnish the Commission

with the affidavit, affirmed declaration or statement. However, he further
requires an extension to file the aforementioned on or before the 30%

April 2021, for reasons set out in greater detail hereunder.

. The events in question have occurred some time ago and would require

a proper consideration by our client, in order to provide the Commission
with a useful affidavit. This would further require very lengthy
consultations with our client and with Counsel, after our client has had
the opportunity to collect and collate the information necessary to

provide a proper response.

. As indicated in our previous correspondence, our client is out of town on

work and our further instructions are that he is due to return to the
Republic of South Africa in the first week of April 2021. Our offices,
together with Counsel would only then have the opportunity to consult
with our client (as indicated in paragraph 2 above) after his return.

. We trust that the above is in order and anticipate your urgent reply

thereto.

. Our client/s right's, that of the writer hereof and our firm remain strictly

reserved.

Yours faithfully

THIS LETTER IS NOT SIGNED AS IT IS SENT ELECTRONICALLY

Elogran Naicker
ELOGRAN NAICKER ATTORNEYS

U43-PG-040

SROUND FLOOR, GATEWAY WEST, 12 MAGWA CRESCENT, WATERFALL CITY

TEL: 010 009 5443

FAX: ots 518 sa4n EMAIL: law@enaliorneys.co.xza CELL: 082 413 4299
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Monday, June 14, 2021 at 13:01:59 South Africa Standard Time

i

Subject: RE: Request for Information // Mr Prish Govender

Date: Wednesday, 05 May 2021 at 12:15:46 South Africa Standard Time

From: Shannon S. Van Vuuren

To: Eiogran Naicker

cc: Andre I. Lamprecht, Boipelo B. Ratshikana, Rohan R. Hiles, Cobus C. De Wet Bester

Attachments: image006.jpg, image007.jpg, image008.jpg, image003.jpg, image010.jpg, image011.jpg
Dear Elogran Naicker

We trust this email finds you well.

Prior correspondence refers. You informed the Commission that your client required the extension of
time in order to provide the Commission with a useful affidavit.

We were expecting your client’s affidavit around the 30th April 2021 and note that we have not yet
received your client’s affidavit.

Kindly advise us of the status thereof.
We look forward to hearing from you.

Kind regards,

Shannon Van Vuuren

Legal Advisor: Operations & Investigative Support

COMMISSION OF INQUIRY INTO STATE CAPTURE

Hillside House, 17 Empire Road, Parktown,

Johannesburg, 2193]Gauteng| South Africa|

Cell: 060 749 5687

Email: shannonv@commissionsc.org.za | lwww.sastaiecapture.org.za

FE= ¢
O + g
Starg oA

Please consider the environment before printing
This email, and its attachments if any, is highly confidential. If you are not the intended recipient and have received this email in error, please

notify the sender immediately and then delete this email. Please do not copy this email, disclose its contents or use it for any purpase.

From: Elogran Naicker [mailto:law@enattorneys.co.za]

Sent: Monday, 01 March 2021 17:23

To: Shannon S. Van Vuuren <ShannonV@commissionsc.org.za>

Cc: Boipelo B. Ratshikana <BoipeloR@commissionsc.org.za>; Rohan R. Hiles
<RohanH@commissionsc.org.za>; Secretary <Secretary@commissionsc.org.za>
Subject: Re: Request for Information // Mr Prish Govender

Dear Shannon,
Trust that this email finds you well.

Kindly acknowledge receipt of our attached correspondence. @';/ /
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ff

ELOGRAN NAICKER
E Y

A T T O R N S

OUR REF:
G930/Mr Naicker
YOUR REF:
RPS08/0024/RH
07™ MAY 2021
COMMISSION OF INQUIRY INTO STATE CAPTURE

EMAIL: ShannonV®@commissionsc.org.za

BoipeloR@commissionsc.org.za

“VIA ELECTRONIC MAIL”

Dear Sir/Madam
MATTER: REQUEST FOR COMMENTS BY MR PRISHOTHMAN GOVENDER
QUR CLIENT: MR PRISHOTHMAN GOVENDER

We draw your attention to the above matter.

1. The above matter refers and more specifically your electronic mail dated the 05
May 2021.

2. At the outset it must be established that our client has every intention of providing
the Commission with the required information. Our letters dated the 01%t of March
2021 and more specifically paragraph 4 thereof requested an urgent reply from
yourselves, however, we did not receive any reply, and drew reasonable inference
that the Commission no longer requires such information from our client. After
consultation we advised our client to nevertheless collate the information

GROUND FLOOR, GATEWAY WEST, 12 MAGWA CRESCENT, WATERFALL CITY

TEL: 040 009 5443 FAX: ons 518 6448 EMAIL law@enattorneys.co.za CELL: 082 413 4200 C}ﬁ” f
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necessary for a reply so that we may be in a position to submit same should this
be required by the Commission at a later stage.

3. ltis also imperative for us to mention that while our client was in the country, he
was forced to attend to a family member who was subsequently hospitalized as an
emergency. This event had also taken quite a bit of time from the required

consuitations with our client.

4. Having said that, we shall require a final extension to the 17* of May 2021, in order
1o provide the Commission with our client’'s adequate repiy.

5. We trust you find the above in order and await your urgent reply thereto.

6. Our client/s right's, that of the writer hereof and our firm remain strictly reserved.

Yours faithfully
THIS LETTER IS NOT SIGNED AS IT 1S SENT ELECTRONICALLY

Elogran Naicker

ELOGRAN NAICKER ATTORNEYS

GROUND FLOOR, GATEWAY WESEY. 22 MAGWA CRESCENT, WATERFALL QITY
TEL: 010 009 3443 FAX: 006 519 sads EMAEL: low@enattorneys.co.za " CELL: 052 413 4299 @

p
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Monday, fune 14, 2021 at 13:10:38 South Africa Standard Time

W

o

Subject: RE: Request for Information // Mr Prish Govender

Date: Tuesday, 25 May 2021 at 22:56:36 South Africa Standard Time

From: Shannon S. Van Vuuren

To: law@enattorneys.co.za, cal@enlaw.co.za

CcC: Pule Seleka, selekapg@duma.nokwe.co.za, Cobus C. De Wet Bester, Rohan R. Hiles, Andre

J. Lamprecht
Priority: High
Attachments: image001.jpg, image002.jpg, image003.jpg, image004.jpg

Dear Mr Naicker

Please be advised that your client’s comments in its present form does not constitute evidence before the
Commission and cannot be placed before the Chairperson.

The Eskom workstream has requested that | write you and request that your client’s comments be placed
onto and filed with the Commission by way of affidavit.

Kindly file your client’s affidavit with the Commission by Friday, 28 May 2021.

Kind regards,

Shannen Van Vuuren

Legal Advisor: Operations & Investigative Support

COMMISSION OF INQUIRY INTO STATE CAPTURE

Hillside House, 17 Empire Road, Parktown,

Johannesburg, 2193 |Gauteng| South Africal

Cell: 060 749 5687

Email: shannonv@commissionsc.org.za | lwww.sastatecapture.org.za

Please consider the environment before printing

This email, and its attachments if any, is highly confidential. If you are not the intended recipient and have received this email in error, please
notify the sender immediately and then delete this email. Please do not copy this email, disclose its cantents or use it for any purpose,

From: Shannon S. Van Vuuren

Sent: Friday, 14 May 2021 19:37

To: 'law@enattorneys.co.za' <law@enattorneys.co.za>

Cc: Pule Seleka <PuleS@commissionsc.org.za>; selekapg@duma.nokwe.co.za; Cobus C. De Wet Bester
<CobusD@commissionsc.org.za>; Rohan R. Hiles <RohanH@commissionsc.org.za>; Andre J. Lamprecht
<andrel@commissionsc.org.za>; Boipelo B. Ratshikana <BoipeloR@commissionsc.org.za>;
cal@enlaw.co.za

Subject: RE: Request for information // Mr Prish Govender

Dear Mr Naicker

I understand that an affidavit was expected from your client however we acknowledge receipt of your
client’s comments, with thanks, and will respond in due course.

“/
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ELOGRAN NAICKER
T O E Y §

AT R N

OUR REF:
G930/Mr Naicker

YOUR REF:
RPS08/0024/RH

27THMAY 2021

COMMISSION OF INQUIRY INTO STATE CAPTURE

EMAIL: ShannonVi@commissionsc.ore.za
BoipeloR{@commissionsc.org.za
PuleStcommissionsc.org.za
selekape@duma.nokwe.co.za
CobusD@commissionsc.ore.za
RohanHcommissionsc.org.za
Andrel.{@commissionsc.org.za

“URGENT”

Dear Sir/ Madam
MATTER: REQUEST FOR COMMENTS BY MR PRISHOTHMAN
GOVENDER

The above matter bears reference, and more specifically your electronic mails
of the 25" Instant.

GROUND FLOOR, GATEWAY WEST, »» MAGWA CRESCENT, WATERFALL CITY
TEL: 010 009 5443 FAX: 036 516 6448 EMAINL: law@enatiorneys.coza CELL: 082 413 a209




ESKOM-14-1378

. It is imperative for us to establish at the outset, that we are concerned

with regard to the manner in which this request is being handied, even
after raising these concerns in our letter dated the 07" May 2021, which
shall be amplified in greater detail hereunder.

. The stage is set as, 17 days after acknowledging our client’s comments,

he has been requested to provide an affidavit within 3 days thereafter,
under the circumstances that follow. Our client has returned to work on
or around the 28" April 2021, and being in a foreign country, is not in a
position to have an affidavit countersigned and submitted by Friday, 28"
May 2021. Even if this was possible, he would be forced to sign an
affidavit without his legal representative advising him (as he is entitied to

in law).

. Our client was due to return to South Africa around the end of July 2021,

in accordance with his schedule of leave. Notwithstanding the
abovementioned, and under considerable inconvenience to our client,
he is anly in the position to provide an affidavit to the commission, on or
before the 14" June 2021, having due regard to flight schedules, Covid

19 restrictions and leave approvals.

. We trust that the above is in order and anticipate your urgent reply

thereto,

. Our client/s right’s, that of the writer hereof and our firm remain strictly

reserved.

Yours faithfully

THIS LETTER IS NOT SIGNED AS IT IS SENT ELECTRONICALLY

Elogran Naicker

ELOGRAN NAICKER ATTORNEYS

U43-PG-046

&/

GROUND FLOOR, GATEWAY WESYT, 2 MAGWA CRESCENT, WATERFALL CITY

TEL: 010 009 5443

FAM: ocs 518 ¢4 EMAN: low@enattorneys.co.za CELL: 032 413 2299
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2™ floor, Hiliside House

17 Empireg Road,

Parktown

Johannesburg

21493

Tel (International); +27 (10) 214-08651
Yel {Tollfree): 0800 222 097

Email: inguiries@sastatecapiure,org.za
Web: www.sastatecapiire.org.za

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

28 May 2021

To: Elogran Naicker Attorneys
Attention: Elogran Naicker

By e-mail: cal@enlaw.co.za ; 'Elogran Naicker' law@enattorneys.co.za

Dear Mr Naicker

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

YOUR CLIENT: MR PRISHOTHMAN GOVENDER
1. Prior correspondence in respect of this matter refers.

2. Paragraph 3 of the Commission’s Request for Information (“RFI”} issued to your
client on 22 February 2021 clearly requested that your client furnish the Commission
with either an affidavit or an affirmed declaration. Prior correspondence refers to an
affidavit, including our emaif of 14 May 2021 we expressed that the Commission had

expected to receive an affidavit from your client.

3. In the interim the Commission has considered the comments provided by your client
- and has identified dates referred to which we believe may be incorrect. The below

fﬁ;/

table has reference:
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Start date at Eskom

January 2019

January 2001

U43-PG-048

2.10 BTC Meeting 23 October 2015 21 October 2015
4.5 BTC Submission 13 December 2013 | 13 December 2016
6.6 Mr Singh April/May 2015 April/May 2016

8.7 Email from Shamal | 15 June 2015 15 June 2016

Sivasanker

4.  Further, following the issuing of the aforementioned RF|, we have identified further
matters that the Commission would like your client to address in his affidavit. These
further matters are set out in Annexure 1 attached hereto.

5. Given the Commission’s initial request to receive your client’s affidavit by 04 March
2021 we note that the Commission has been reasonable with the various extensions
granted to your client. We are certain that you appreciate that the Commissions has
limited time within which to conclude its investigations.

6. This being said, considering your letter dated 27 May 2021 as well as the further
matters we require your client to address in his affidavit as per our parag'raphs 3 and
4 above, we are agreeable that your client provide us with his affidavit by Monday, 14
June 2021.

7. lLastly, the Eskom workstream request that you kindly resend the link to the
annexures supporting your client's comments in the interim as they had not had an
opportunity to save the annexures prior to the 7 days expiring.

8. We look forward to receiving your client’s affidavit by no later than Monday,14 June
2021.

Yours faithfully,

ai@a ITUMELENG MOSALA

Secretary

Page2] 4
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JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE CAPTURE,
CORRUPTICN AND FRAUD IN THE PUBLIC SECTOR INCLUDING ORGANS OF STATE

ANNEXURE 1

FURTHER MATTERS TO BE ADDRESSED IN PRISHOTHMAN GOVENDER’S
AFFIDAVIT

KPMG Task Order

1. On 05 August 2018, you signed, as compiler, a motivation to the Management
Consulting Panel Control Committee (“MCPCC") requesting a mandate for the
development and implementation of the new Procurement and Supply Chain
Management Operating Model. This was done prior to the appointment of the Strategic
Business Management and Consuilting and Professional Services Panel (“SBM Panel”).
We attach hereto Annexure 2 in this regard.

2. Further, the signature of the above was on behalf of Group Finance, even though you
had not yet transferred to Group Finance at that stage, which transfer was only effective
on 1 September 2016. See attached Annexure 3.

3. Would you please provide the basis for having compiled the motivation in light of the
issues dealt with above.

4. According to the Panel Control Committee (“PCC”) minutes of 07 September 20186, you,
as the end user, had recommended suppliers for the Finance Operation, Capital
Scrubbing, and Results Management Office assignments. This would have been prior to
the appointment of the SBM Panel and certainly prior to any procurement process having
been followed for these assignments. We attach Annexure 4 in that regard. Would
please provide the basis for making such recommendation.

5. On 15 November 20186, you approved the PCC Evaluation Award report, to the effect
that the task order, SM008, be re-advertised. By the time you approved the report, the
RFP had already been re-issued on 8 November 2016. See Annexures 5 & 6 in this
regard. Please provide the basis for re-issuing the RFP prior to the submission of the
evaluation report and prior to the PCC considering same.

6. On 16 January 2017, you rejected the recommendation of contained in the Evaiuation
Report compiled on 23 November 2016, which recommendation was to the effect that
Deloitte and EY be negotiated with. See Annexure 7 in this regard. Please provide the
basis for the rejection of the recommendation and whether the reasons therefore were
provided for in the Eskom Procurement Procedure.

7. According to the Evaluation Report dated 9 December 2016, PwC was recommended for
appointment. This was, however, rejected by you on 16 January 2017 and instead

&>
Page3 | 4- /
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KPMG was appointed. See Annexure 8 in this regard. Please provide the basis for the
rejection of the recommendation and whether the reasons therefore were provided for in
the Eskom Procurement Procedure.

SMB Panel

8.

10.

1.

12.

13.

In a submission you compiled on 14 September 2016 to the EXCO Triple Adjudication,
you sought to appoint Africa Wide Consulting (Pty) Ltd, on a sole source basis
(Annexure 9). Please provide the basis for such request and whether the reasons
therefore were provided for in the Eskom Procurement Procedure.

Explain your role, if any, in the reintroduction of risk based pricing in the contracts
concluded with the SBM Panei members.

Following the evaluation of the SBM Panel tender, a mandate to negotiate with 13
suppliers for Panel A and 18 suppliers for Panel B was approved by EXCOPS on 24 May
20186 for a total contract value of R605 million. This was after Eskom’s Audit and
Assurance confirmed that the tender process followed was fair, transparent, unbiased,
equitable, competitive and cost effective.

Notwithstanding the above, a decision was made to re-evaluate four (4) of the Panel A
bidders “in light of that fact that a number of highly reputable, global companies had
been disqualified for technical reasons”, and to alsc re-evaluate all Panel B tenders.

This decision to re-evaluate foilowed a review that was conducted by Mr Dave Gorrie.
According to Mr Gorrie, this review was conducted on instruction by you. Can you please
provide the basis for the instruction to conduct the review which led to the re-evaluation.
Annexures 10 to 15 have been attached in this regard.

A modification report was compiled by Mr Gorrie to EXCOPS requesting for the increase
in the panel budget from R605 miliion to R1, 2 billion and to establish a new panel, Panel
C, which incorporated black-owned suppliers that failed to meet the technical score of
70%, but achieved between 60% and 70%. According to Mr Gorrie, he did not initiate this
modification and the information relating to McKinsey included therein was provided to
you. Can you please provide background to and basis for the compilation of this
submission. Annexure 16 is attached in this regard.

Q,
- ya
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Prishothman Govender

from:

Sent:

To:

Cc:

Subject:
Attachments:

Good day Prish

U43-PG-051

Evie Londt

Monday, 18 July 2016 11:27

Prish Govender

Evie Londt

Interview: GM Group Capital: Assurance Integration & Special Projects
Invitation a.docx

Please see the official interview invitation for the interview being held tomorrow.

Many thanks
Evie

Regards,
Evelyn Londt
Assistant to Pat Mabena

Human Resources — Executive Recruitment

Lobedu House
Sunninghill.

Tel: +27 11 8004270
Mobile: +27 72 502 1017
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® Eskom

CONFIDENTIAL

Mr P Govender
Unique Number : 0952231

Dear Prish

APPOINTMENT GENERAL MANAGER CAPITAL ASSURANCE INTEGRATION AND
SPECIAL PROJECTS

This letter serves to confirm your appointment as General Manager (Capital Assurance
Integration and Special Projects) at E-Band level in the Finance Division with effect from
1 September 20156.

Your total package will increase from R2 599 200,00 to R2 859 120,00 per annum. 60%
of your package will be deemed to be pensionable earnings. This amount is inclusive of
your annual increment for 2016.

Your benefits remain unchanged except for your present short term incentive. With
reference to your performance bonus your performance bonus benefit will revert back to
25%.

You will be given the opportunity to structure your package by means of the modeling
tool that is available on Eskom's Intranet. Should you need any assistance, please
contact Hettie du Plooy on 011 800 3629.

I wish you every success.

Yours sincerely

Anoj SINGH i ) |
CHIEF FINANCIAL OFFICER

Date: Cclo 6/( .

Head Office

Megeaowatt Park Maxwelt Drive Sunnig%\hill Sandfon
PO'Bax 1091 Johnannesburg 2000
Tel +27 11 B00 4647  wwww.eskom.co.za

Eckom Holdings SOC Ltd Reg No 2002/015527/30
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ACCEPTANCE / REIECTHON-OFOFFER

GENERAL MANAGER (CAPITAL ASSURANCE INTEGRATION AND SPECIAL
PROJECTS)

NAME : Mr P Govender (0952231)
SuBSEG To (ONTINUATIN of [0 dZﬂ
PeLF Bonyg (Nbwael
I hereby accept / refectthe offer of employment subject to Eskom’s Conditions of
service and will commence duty on 1 September 2016.

...................................
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Review Date July 2018

Office of the Company
Sgcratary Department

TITLE OF THE SUBMISSION

Strategy to develop the current TOP Enginsers programme into an Internal
Consulting Unlt that can provide world class management consulting services

capable of resolving emerging company-wide risks by driving savings and unlocking
cash )

1. PURPCSE

o it is proposed to develop the TOP Engineers programme into a fully functioning
internal consulting unit that can provide world class management consulting ser\{ices
capable to resolving emerging company-wide risks as well as temporarily run critical
line functions as the need arises. This will require fundamental iransformation of the
current engineering focused Top Engineat’s program through:-

e Expanding the professional background of the internal consultants from
engineering to finance, economics and other relevant disciplines.

e Forming an interna! leadership team by transferring senior Eskom talent into the
unit and external recruiting,

o Developing a knowledge base capable of storing frameworks, bes! practice
approaches, and benchmark data relevant to all core elements of Eskom's
business

s Setling up governance within Eskom that gives the unit responsibility for all
external consulting and outsoureing work.

— s Adapting the cutrent concept to enable a rapid increase of numbsr of internat

consultants to fulfil Eskom's current and future nesds

2. BACKGROUND

«  Eskom annually spends between R2 Billion and R4 Billion for external consulting
support directly and agditionally outsources many iasks that in principle. a
significant part should be performed by own staff complement.

«  Given Eskom's current financial siiuation this amount needs to be reduced to an
absolute minimum as soon as possible. The manner in which to achieve this
target is to build up capacity and capability internally. The Internal Consulting
Unit is a vehicle proposed for that purpose.

[

ESHON: INTERNAL GONSULTING UKIT STRATEGY DOGUMENT Page 1 0fB
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It will be essential that this unit has to have the management consulting as wel!
as the professional competence to successfully deliver projests and line function
wark that Eskom currently seeks external support for.

Eskom has already started to build such capacity with the TOP Enginsers group.
TOP Enginesrs are young high potentlals within Eskom's organisation that
combine a sclid engineering background together with a one year management
consulting skilis training by the global leading consuiting firm McKinsey.

To date, 2 cohoris of TOP Engineers, roughly 30 individuals, have graduated

from the programme and taken up consulting work within Eskom across all
functions.

With their consulting work, the TOP Engineers have generated significant impact.
They have designed Eskom's future gas strategy, run various work streams of
Eskom's BPP programme and rollad out Eskom’s new gold standard for cutages
execution. Consequently, the TOP Engineers have saved Eskom approximately
R 500 Million in external consulting fees.

Further development of the Top Engineers pro'gram and its conversion into a
capable Internal Consulting unit will require services of a suitable strategic
partner with extensive skills and capabilities in the consuiting world.

3. CHOICE OF STRATEGIC PARTNER

It is proposed thai McKinsey & Co be chosen as a Strategic Partner for the
develcpment of the new Eskom Internal Consulting unit. McKinsey is a suitable due
-~ to the following reasons:

EHOM NTERNAL CONSULTING UNIT STRATEGY DOCUNTHT

McKinsey developed the original TOP Engineers Programme and has intellectual
properiy in the design of the programme that Eskom cannot recreate in respect
of: .

« Content of class room training programmes,

+ Reverse secondmeant approach to include Eskom employess as trainees
on McKinsey's engagements within Eskom and at other clients;

= Specific mentorship methodology to fast track development; and

« Specific evaluation schamaes io assess consulting readiness of engineers
in training )

Additionally, McKinsey is the only leading global consulling firm capable of
delivering this world class knowledge in South Africa, bearing in mind the
following:

»  MeKinsey is the largest glebal managemsnt consulting house,

«  McKinsey has the largest knowledge development spent in the industry;

s McKinsey is the only global consulting company with a local presence of
over 20 vears, having transformed to a level 1 B-BBEE contributor

Page 2 of 6 /%
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¢ Eskom has completed the majority of Its management consuiting projects with
McKinsey support, giving McKinsey privileged insight into the husiness, culture,
processes, and people of Eskom. This intrinsic insight cannot be offered by any
other consultancy.

4, MOTIVATION FOR TYPE OF CONTRACTING

The development of the internal consulting unit is envisioned fo be & 2-3 year
journey. During this period the strategic partner will jead the internal consuliing unit
to deliver consuiing projects focusing on accelerating efficiencies that can unlock
immediate cash for Eskom as well as embedding fong term efficiencies.

The strategic partner will make all of these projects accessible as training
environment for Eskom’s new internal consulting unit. The Strategic Partner will be
paid for their consulting services as well as the development of the infernal
consulting unit out of the impact they generate during thess projects and thus be
self-funding. Total fee volume will depend on the benefits generaied for Eskormn,

Eskom’s would be required approve work packages that will be earmarked for
savings and the strategic pariner will be required to define savings and capability-
bullding targetsfobjectives early in each work package.

Impact weuld be measuted separately fo ensure transparency and close monitoring
so that management can decide how fo continue. The strategle partner would be
contracted on a performance basis, where Eskom pays professlonal fees only if
savings are achieved.

It is proposed that to kick-start the process, the BPP value package on optimization
of Eskom’s external spend currenily with the commercial department and work
underway on securitization of the EFC (Eskom'Finance Company) for made
available as first work packages into the project.

Other projects will be added as they are identified and as the program matures but
will also be on the same fee struciure,

8, FINANCIAL IMPLICATION

The strategic partner will be contracted In a manner that is self-funding and directly
linked to their impact. This means that the professional fees in the project will be paid
aut of the cash in-flows generated by the project work, e.g., procurement savings.

it is anticipated that the positive financial impact of the work of the strategic partner
will exceed thelr professional fees significantly. This means that the net financial
impact of the above proposed development of the internal consulting unit will be
positive.

A
(>

EAKOM INTERNAL CONSULTING UNIT STRATEGY DOCUMENT ' Page3of 6
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it is Eskom's intention to negotiate zero payment

the strategic pariner will only be paid once savings are realised in a manng
kick-in of benefits §

first make-up required project set-up costs prig

from new cash. This will means that

53¢ will

fing as per

the table below. (/,,4 1o A R e L;\) o ﬂ
b / G £
' \mpact (ZARbR) |} Feeset © Suceess Fee {ZAR Ln}
tln Ex fsk _ *° share [ltdle May
Muodube pracurement {18- 24 months)
i, Baze componant X
) consulting and Initlatlon fee - - L= 0,050 9,850
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totle “Additional financing” N
faza compEenent . .
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Success bazed component ;
o, tiyhrid Instrements 10 104 oo, L20% 0,130° 0,128
Diseounting NERSA refund & B Wk 1,200 0,046 0,655
Total ) 51,2 588 B 1,508, 2,605
‘Thereoff flxed fees § 0,385! 0,465
’ i 2382
Thereoff risk bated fees ' 1122 1,583
: . . : 75 b
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8. HUMAN RESOURCE IMPLIOCATIONS
In order 1o make this programme successful Eskom nesds to be willing to commit its
young high polentials as well as key senior management resources fo the
development of the new internal Consulting Unit. in certain instances, internal
resources will not be sufilcient to fill all necessary positions and external recrulting of
people with specific skills and experience wili be necessary.

7. RECOMMENDATION

It is recommended that the strategy for the development of Eskom's intarnal
Consulting Unit be approved and that the Acting Group Executive: Technology &

Mlovmm A nf R
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Commercial be authorised to put measures in place within Eskom's governance and
commercial processes to secure services of McKinsey as a sole partner for the
purpose of implementing the recommendation on the following parameters:

7.1 McKinsey be contracted in a manner that Is seli-funding and the project
duration ha limited io a maximum of 3 years,

7.2 The BPP value package on optimisation of Eskom’'s external spend, currantly
located within Group Commercial be used.as base project to generation
savings that will fund project set-up costs;

7.3 The development of packages relating fo the unlocking of cash by optimising

. the balance sheet, the unlocking of funding sources through additional
financing opportunities and claim management ai Medupi, Kusile and Ingula,
is hereby approved, These projects to be included at Eskonr's sole discretion
on a case by case basis depending on value to Eskom.

7.4  Other projects be added as they are identified and as the programme
matures; and

7.5  That a Negotiating Team that will also serve as @ Steering Commiitee for the
development of Eskom Internal Consulting Unit be authorise under the
Chairmanship of the Acting Group Executive: Technology and Commercial

Prepared By:

N ’569{670@/1)

EDWIN MABELANE
ROUP CUTIVE: TECHNOLOGY AND COMMERCIAL {Acting)

TEKOM INTERNAL CONSULTING UHIT STHATEGY GOCUMENT Page 50fb
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Recommended / Not Recommended

EDWIN MABELANE
GROUP EXECUTIVE: TECHNOLOGY AND COMMERCIAL {Acting)

Approved ! Not Approved

BRIAN MOLEFE
Acting GHIEF EXEGUTIVE

Date

Page 6 0i6
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s N Carrim Telophone number | {0711) 800 2999 '
Ms D Naldoo :
TITLE OF Mandate to negoflate with McKinsey & Co fo develop the current Top Engineers '
SUBMISSION | programme into an Internal Consuiting Unit that can pravide world class management

consulting services capable of resolving emerging company-wide risks by driving savings
and unlocking cash.

RESOLUTION REQUIRED

Approval of a mandate to negotiate with McKinsey & Co to develop the current Top Engineers programme
Inlo an Internal Consulting Unit

IT IS RESOLVED THAT: RESOLVED THAT:

1. The Mandate to negoliate with McKinsey & Co to develop the current Top
Engineers programme into a consutlting unit that can provide werid class
management cansulting services capable of resolving emerging company-
wide rsks by driving savings and unlocking cash is hereby approved
subject lo the following;

1.4 " The conlract valus will he R0.00 as this inifiative is selffunding
and the project duratfon be limited to a maximum of 3 vears,
Consulting fees, expenses and performance incentives will be
paid out of realized savings to a maximum of 12% per project.
The contract will include an exit clause afier first 12 months
from start of condract if no benefits are realized.

1.2 The BPP value package on optimisation of Eskom’s {otal
external spend, currently located within Group Commercial be
used as a bhase project to generate savings for the whole of
Eslom that wii fund project set-up costs;

1.3 The development of packages relaling to the unlocking of cash
by optimising the balance sheet, the unlocking of funding
sources through addltional financing opportunities and claim
management at Medupi, Kusile and Ingula, be approved. These
projects, together with any other project as may be identified in
the future, may be included in the program at Eslcom’s sole
discretion on a case by case hasis depending on value to
Eskam.

1.4 That a Negotiating Team that will also serve as a Sleering
Commitiee for the development of Eskom Top Engingers
consulting unit be authorised under the Chairmanship of the
Acting Group Executive: Technology and Commercial fo
develop, negotiate and implement above strategy subject o
Eskorn Delegation of Authority.

Round Robin Resotution Page1of2
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EXTRACT OF APPROVED MINUTES OF THE BOARD TENDER COMMITTEE
MEETING (05/2015-16) HEL.D ON 21 OCTOBER 2015 IN THE HUVO NKULU
BOARDROQOM AT 08:30

11.16 GROUP TECHNOLOGY AND COMMERCIAL
Feedback on negotiated outcome with McKinsey & Co to develop the current
Top Engineers programme into an Internal Consulting Unit that can provide
world class management consulting services capable of resoclving emerging
company-wide nsks by unlocking cash, without prior tendering
Reference Document 11.16
Resolved that:

1 "The following 15 approved for recommendation to the Board Tender
Commutiee (BTC):

11 To accept the feedback of the negotiations with McKinsey and Co fo
develop the current Top Engmneers programme into an intemal
Consulting Unit that can provide world class management consulting
services capable of resolving emerging company-wide nsks, without
prior tendering, for a period of 3 (three) vears, with an option to
terminate after a 12 (fwelve) month period if no savings are realized.

12 To ratify minor differences between negohated outcomes and approved
mandate parameters as contained i sub-clause 133and 136

1.3 To note the following negeohiated conditions
1.3.1 That the negobated resulis for the Top Engineers Programme,
Procurement (including inventory), Generations, Pomary Energy and
Claims Management value packages and the Supplier Development
and Locahisation (SD&L) proposal as contained in Appendix 4, 5, 6,
7,8 and 9 be accepted,
13 2 That the contract will be based on the R0 00 and self-funding

CERTIFIED AS A TRUE EXTRACT

Al

S Danels {Ms)
GROUP COMPANY SECRETARY

Date” Y\ 2w

20161021 negoliated outcome with McKinsey & Co to develop the current Top Engineers programme nio an Intermal Consuling Unit (Final) / :(}?
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Unique Identifier 240-54568433
ACCEPTANCE LETTER Revision 1
® Eskom
Revision Date October2015
Group technology & Commercial Division
Alexander Weiss Date: 17 December 2015
Mc Kinsey and Co Enquiries:
Tel +27 11 800 5358
Dave Gorrie

NOTIFICATION OF ACCEPTANCE FOR THE PROVISION OF CONSULTING SERVICES

Basis of Accepiance

We accept your proposal for the provision of Consulting Services concerning the Top Engineers
Program on the terms and conditions generally agreed in the draft contract recently negotiated
between McKinsey and Eskom.

It is a condition of the acceptance that the Eskom considered opinion of the National Treasury
Instruction will hold throughout the life of the contract. In an unlikely eventuality that the said opinion
is conclusively altered the parties hereby agree to review the contract payment basis to reflect the
revised opinion.

Documentation
The contract documents will be available for your signature and acceptance in due course.

Confirmation
We confirm that a contract will exist between Eskom and Mc Kinsey and Company on the above
basis. Please indicate your acknowledgement thereof by signing below and deliver to the
undersigned.

Yours singgrely

Q.OLqi‘Ll '}

Edwin Mabelane Date:
Chief Procurement Officer (Acting)

Acknowliedgement

We acknowledge receipt of your Notification of Acceptance dated ... confirming that
a contract will exist between Eskom and McKinsey and Company from 17 December 2015 or soon
thereafter.

Signature for and on behalf of the Supplier:

y - 2oAS (AL JAF—

“Name: ,{(; SrRe A LsreisS Date:
Designation: /ffd: o

Group Technology & Commercial Division
Commoci:%Sourcm‘?

Meggwatt ark No 1, Maxwell Drive Sunninghiif

PO Box 1081 Johannesburg 2000 SA

Tel +27 11 800 8111 Fax +27 11 800 2080 www.eskom.co.za

Eskom Holdings SOC Limited Reg No 2002/015527/20
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Prishothman Govender

A
From: Solly Tshitangano <Solly. Tshitangano@ftreasury.gov.za>
Sent: Thursday, 04 February 2016 15:23
To: Dave Gorrie
Cc: Charles Kalima; Vukani Ndaba; Sindile Mxunyelwa
Subject; RE: Practice Note Number SCM 3 of 2003
Dear Dave

Practice note 3 of 2003 is still applicable until replaced with new instructions after the promulgation of the new
Treasury Regulations, The retainer/contingency fee principles are not clearly outlined in the practice note, if you
intend applying them, you need to do some further work to ensure that you do not compromise the principles of
section 217 of the Constitution and other legislation.

Regards
Solly

From: Dave Gorrie [mailto:GorrieDJ@eskom.co.za]
Sent: Thursday, February 04, 2016 3:07 PM

To: Solly Tshitangano

Cc: Charles Kalima

Subject: Practice Note Number SCM 3 of 2003

Good Afternoon Solly

Thank you for your hospitality this morning. We look forward to further productive engagements in the future.
As we discussed, please confirm for us that Practice Note number SCM 3 of 2003 entitled Appointment of
Consultants is currently valid and effective for public entities such as Eskom.

We understand that this Practice Note, and athers, will be incorporated into a new set of regulations once the
review process has been completed.

Best Regards

Dave Gorrie

Senior Manager Commercial
Eskom Group Commercial
Tel. 011-8005358

Cell 083-6452319

I'm part of the 49Million initiative...
http://www.49Million.co.za

NB: This Email and its contents are subject to the Eskom Holdings SOC Limited EMAIL LEGAL NOTICE
which can be viewed at http://www.eskom.co.za/Pages/Email Legal Spam Disclaimer.aspx

DISCLAIMER:
This email and its contents are subject to our email legal notice which can be viewed at
http://www.treasury.gov.za/Email_Disclaimer.html
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Prishothman Govender

L PECEEIUMEMMCRETIIEY
From: Prish Govender
Sent: Friday, 12 February 2016 15:42
To: Edwin Mabelane
Subject: Final Mckinsey Contract Docs
Attachments: [09.12.15v2] McKinsey_Eskom_Topps_Performance Based_SLA_NO

ANNEXURES.docx; 2010208 - Appendix 6 - Procurement proposal VF.docx;
20160208 - Appendix 4 - SD&L VF.docx; 20160208 - Appendix 7 - Generation
proposal VF.docx; 20160208 - Appendix 8 - PED memo VF .docx; Eskom Cash
Unlocking and Balance Sheet Optimisation Initiative_08_feb_2016.docx

Please see attached as requested. | don’t have the final claims stream doc, as soon as | receive it | will forward.
Regards

Prish Govender
Programme Director
Group Capital

Office: +27 11 800 3835
Mobile: +27 82 469 0467
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EXECUTIVE SUMMARY
SUBMISSION TO:
BOARD TENDER COMMITTEE (BTC) DATE: 09 June 2016

1. TITLE OF THE SUBMISSION

Briefing on McKinsey risk based contract

2. RESOLUTION REQUIRED

it js resolved that, the BTC grant:

241
2.2

2.3

Approval to cancel McKinsey risked based process

Allow all costs to be negotiated and finalised, to be approved by the
relevant tender committee

Approval for activities to be re-directed to existing contracts where
appropriate, with the incorporation of similar SDL objectives and the
option of contracting on a risk based approach

3. SUMMARY OF FACTS

3.1

SALIENT FACTS

In December 2015, a mandate was approved by Board Tender
Committee to conclude a risk based contract with McKinsey & Co.

A letter of acceptance was issued to McKinsey in December 2015
allowing work to commence until the contract was fully developed and
finalised for signature. The contract was signed in January 2016
Eskom submitted a letter to McKinsey on 19 February 2018, following a
programme kick off steercom wherein key concerns on the program
mechanics were raised. The issues can be summarised as follows:

o The alignment of the programme as a vehicle to deliver Eskom's
Design to Cost Strategy and 10 year Corporate Plan.

o How lessons learnt from other organizational turn around
programmes such as Back-to-Basics and the Business
Productivity Programme have been incorporated into the Top
Consultants Programme.

Annexure A - Executive Summary Page 1 0of 6 /
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o The development and implementation of a Change Management
Process to ensure sustainability of the Programme.

o The development of the BBBEE partner as regards the vision,
aspirations, skills and competency mix and overall plan for
success over the contract duration including a focus on the health
of the relationship with Mckinsey.

o The development of the Eskom’s Top Consultants regarding the
intended aspirations, road map and key success measures with a
clear goal to minimize the future use of Consultants in the
organization.

o The inclusion into the Programme of other key focus areas such
as Contracts Management and Fraud and Corruption.

» On 25 February 2016, McKinsey responded to Eskom’s letter. [t is
Eskom's view that the letter did not fully address the concerns raised.

e Bearing in mind that the McKinsey risk based process was conducted via
a sole source, aibeit permissibie within the approved procurement
procedures, such contracts attract a higher level of scrutiny

« One such contract with Mckinsey, that was awarded during the course of
last year for the rapid finalisation of the Corporate Plan and Key Inputs for
the National Treasury equity injection, has been the source of an audit
finding to which the necessary management response were provided

» Furthermore, National Treasury has requested key information regarding
contracts with McKinsey

» The above builets create a significant need for management intervention
to formulate all of the responses and detracts from the delivery of key
business objectives

« With this in mind, it may be prudent to terminate the contract finalisation
process for the McKinsey risk based contract

« It is management's view that McKinsey will have to be compensated for
work carried out to date. Such costs will need to be negotiated and
finalised with McKinsey

« It is recommended the approval for the costs he presented to the
appropriate tender committee for approval of payment

« Activities to be re-directed to other existing contracts where appropriate,
with the incorporation of similar SDL objectives and the option of
contracting on a risk based approach

Annexure A - Executive Summary Page 2 of 6
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3.2 KEY ASSUMPTIONS
Not applicable

3.3  FINANCIAL iMPLICATIONS
o Costs incurred to date on the McKinsey risk based activities will have to
be reimbursed. This will be negotiated with McKinsey and presented to
the reievant tender committee for approval
e Costs associated with the development of the Top Consuitants Program
will have to be budgeted for within the operating cost base of Eskom

3.4 HUMAN RESOURCE IMPLICATIONS
Possible slowdown in the roll out of the Top Consultants Program

3.5 KEYRISKS

RISK MITIGATING FACTORS LEVEL
(HIGH/ME
D/ILOW)
Slowdown in the rol! out of Top Ring fencing of budgets through savings Medium
Consuitants Program and other value creation activities in
advance to ensure that the program is not
delayed

Meeting objectives relating to the | Alternative contracting mechanisms to be Medium
turnaround strategy of Eskom ie. | explored and concluded to ensure the

Cost savings, productivity continuation of these activities.
improvement and other
McKinsey insists on cost recovery | Prudent negotiations with McKinsey to Medium

based on risk based methodology | minimise financial implications to Eskom
ie a percentage of the value
created

3.6 VERIFICATION BY INDEPENDENT PARTY (if applicable)

Not applicable.

Annexure A - Executive Summary Page 3 of 6
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4, OTHER APPROVALS REQUIRED

Not applicable

SUPPORTED BY
PRISH GOVENDER
PROGRAMME DIRECTOR

SIGNATURE DATE
Who hereby represents that the above
information is correct.

APPROVED BY:
EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

SIGNATURE DATE
Who hereby represents that the above
Information is correct.

Annexure A - Executive Summary Page 4 of 6
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CHECKLIST :

1.

1.1

1.2

1.3

1.4

1.5

1.6

1.7

INTERNAL PROCESS

BUSINESS PLAN

Has the projectfissue been included in the business plan?
(If no, information/explanation to be highlighted in
documentation/ presentation/attachment.)

BUDGET

If financial approval is required, is the project/matter within
the approved budget?

(If no, information/explanation to be highlighted in
documentation/ presentation/attachment.)

HUMAN RESOURCE IMPLICATIONS

Does the project have any HR implications?

(If yes, information/explanation to be highlighted in
documentation/presentation/attachment.)

FINANCIAL EVALUATION
- Has the project/issue undergone a financial
evaluation? (Eskom Group Finance)
- Has the evaluation been verified?
- By whom (internally or independent)?

LEGAL/CONTRACTUAL ISSUES
- Are there legal implications?
- Has Corporate legal department input been obtained?
- If so, is the approval sought consistent with the legal
input?

TAX IMPLICATIONS
- Are there tax implications?
- Has corporate tax department input been obtained?
- if so, is the approval sought consistent with the tax
input?

CAPITAL PROJECTS

If the project is of a capital nature the checklist 2 (attached)
for the evaluation of capital projects should be completed
as well.

Annexure A - Executive Summary
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1.8 TECHNICAL EVALUATION N/A | Yes | No
- Has the project/issue undergone a technical X

evaluation? (Eskom Group Customer Services)
- Has the evaluation been verified?
- By whom (internally or independent)?

1.9 BLACKECONOMIC EMPOWERMENT IMPLICATIONS
Does the project have any BEE implications? X

1.10 EMPLOYMENT EQUITY
Was due consideration given to employment equity in X
terms of the following:

- Project team
- Drafting of submission documentation
- Individual(s}) presenting fo BOARD

2. ADDITIONAL APPROVALS

21 NERSA X
- Is NERSA approval/consultation required?
- If approval or consultation is required, provide details
and also highlight the time lines, deadlines, etc.

2.2 PUBLIC FINANCE MANAGEMENT ACT (PFMA) X
- Is any PFMA approval required?

2.3 ARE THERE ANY OTHER APPROVALS REQUIRED? X
IN PARTICULAR
- Reserve Bank
- Competition Commissicn
- National Treasury

APPROVED BY:
EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

SIGNATURE DATE
Who hereby represents that the above
Information is correct.

Annexure A - Executive Summary Page 6 of 6
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Dr. Alexander Weiss 20 June 2016
Director

McKinsey & Company

3" Floor Sandown Mews East

SANDOWN

2196

Dear Dr, Weiss

TOP CONSULTING GROUP MSA REMIBURSEMENT OF COSTS

Furiher to the lefter dated 16 June 2016 based on the Board decision to cancel the above contract

we would like to inform you that Eskom will reimburse McKinsey & Company for casts up until the
08 August 2016.

We hope the above meets with your expectations

Yours sincerely

Date: 20 June 2016

Head office

Megawatt Park Maxwell Drive Sunninghill Sandton
PO Box 1091 Johanneshburg 2000 SA

Tel +27 11 800 4647 www eskom.co.ze

Eskom Holdings 50C Ltd Reg No 2002/015527/30
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McKinsey&Company

21June 2016

Mr Edwin Mabelane
Chief Procurement Officer
Eskom Head Office
Megawatt Park

Maxwell Drive
Johannesburg 2000 SA

TOP CONSULTING GROUP MSA REIMBURSEMENT OF COSTS

Dear Mr. Mabelane,

Many thanks for the letter dated 20 June 2016. We unfortunately notice that the
board has decided to cancel the above Master Service Agreement (MSA) and that
the board has further decided to reimburse McKinsey&Company for the cost until
up the 08 August 2016.

Given the details of the MSA we cannot accept to be reimbursed on cost only —
especially considering the risks that McKinsey took in the context of the MSA. The
MSA points out that in the case of a termination McKinsey will be reimbursed the
agreed share of the measures implemented and the agreed fraction of the share for
those measures which have passed implementation stage IL2,

May we kindly request that Eskom reviews the terms of the MSA and reimburse
McKinsey&Company in light with these contractual agreements?

Yours sincerely

— 4/4{— -

MZ_;:D
exander Weiss

Senior Partner

McKinaey and Company Afnca Propnatary Limited
Sandown Mews East B8 Stella Street Sandown Sandton 2186 PQ Box 852767 Benmare 2010 South Afnca

-
tnceiporated and Regitered In South Afica Ne 2033/001251/07 (%
Oueclare  LJH Arvadl iSwedlst} 5Wu P Parkhoo VH Magwantahu T Legoata {indapendaal)
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Dr. Alexander Weiss 24 June 2016
Director Edwin Mabelane
McKinsey & Company 011 800 8697
3" Floor Sandown Mews East

SANDOWN

2196

Dear Dr, Weiss
TOP CONSUTLING GROUP MSA REIMBURSEMENT OF COSTS

In response to your letter dated 21 June 2016 Eskom has reconsidered your request and 1s stil of
the view that a cost based settlement is a prudent mechanism to conclude the Risk Based MSA
with McKinsey & Company.

Your understanding on this issue is highly appreclated

Yours sincerely

Head office

Megawatt Park Maxwell Drive Sunminghili Sandton
PO Box 1091 Johannesburg 2000 SA

Tel +27 11 800 4647 www eskom.co.za

Eskam Hetdings SOC Ltd Reg No 2002/015527/30
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28 June 2016

Mr Edwin Mabelane
Chief Procurement Officer
Eskom Head Office
Megawatt Park

Maxwell Drive
Johannesburg 2000 SA

TOP CONSULTING GROUP MSA REIMBURSEMENT OF COSTS

Dear Mr. Mabelane,

Many thanks for the letter dated 24 June 2016. We are very surprised that Eskom
is of the opinion that a cost based settlement is a prudent mechanism to conclude
the Risk Based MSA with McKinsey. We have put 100% of our consulting fees at
risk and have since 6 months not received a single payment to cover for the risk
taken. We have virtually an army of consultants working across the business at
significant cost. This effort has yielded significant results for Eskom- we have fully
delivered and generated impact far exceeding ZAR 25 bn to date.

You will recognize that we dedicated a team for a period of 6 months, starting on
06-12.2015, to negotiate the Master Services Agreement that we finally concluded
in January 2016. This agreement clearly outlines how McKinsey will be reimbursed
including in the case of termination.

m  §24.14 clearly states, that "... Termination of this Agreement for any cause
shall not release a Party from any Hability which at the time of termination has
already accrued to such Party or which thereafter may accrue in respect of any
act or omission prior to such termination. The provisions of this Agreement
which expressly or impliedly have effect afier termination will continue to be
enforceable notwithstanding termination, notwithstanding that the clauses
themselves do not expressly provide for this."

m §13.1 states that "Unless pursuant to a Force Majeure Event, the employer may
not terminate this Agreement or any obligations under any Work Package
Schedule within a peried of twelve (12) months from the Effective Date.” This

MeKinsey and Company Africa Propnetary bimted
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2070 South Afnca

Incarparated and Ragwtered in Souwh Afnca No 2018/091251407 L’]
Dweectoms  GRIP Dasvoux (French) TM™ Stwambane P Parbhos VN Mag ; T Legoste (nd Jeat) K
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McKinsey&Company

should be a subject of discussion between the two parties as opposed a
unilateral decision by Eskom.

m  §7.3 clearly states how McKinsey should be remunerated for the impact
generated.

- §7.3.1 "... inrespect of any Recurring Realised Impact Amounts, ten point
five five percent (10.55%) of the relevant Delta ..."

— §7.3.2"... in respect of any Once Off Realised Impact Amount, ten point
eight percent (10,8%) of the relevant Delta ..."

= §7.3.3 to §.7.3.5 outline clearly that Eskom is liable for impact payments in
case Eskom decides not to implement ideas although they have passed I1.2:

- §7.3.3 ".__inrespect of Work Package Initiatives that have progressed to
Implementation Level 2 (but which have not progressed through any other
Implementation Levels due to the employer not pursuing or implementing
such Work Package Initiatives strictly in accordance with the applicable
Work Package Schedule), fifty five percent (55%) of the relevant Delta ..."

~ §7.3.4"... inrespect of Work Package Initiatives that have progressed to
Implementation Level 3 (but which have not progressed through any other
Implementation Levels due to the employer not pursuing or implementing
such Work Package Initiatives strictly in accordance with the applicable
Work Package Schedule), seventy percent (70%) of the relevant Delta ..."

— §7.3.5"... inrespect of Work Package Initiatives that have progressed to
Implementation Level 4 (but which have not progressed through any other
Implementation Levels due to the employer not pursuing or implementing
such Work Package Initiatives strictly in accordance with the applicable
Work Package Schedule), ninety percent (90%) of the relevant Delta ..."

m §7.6 states that Eskom is furthermore liable to remunerate McKinsey in parallel
for the expenses that it incurred in the following way: "The contractor shall
invoice the employer for any expenses incurred on a monthly basis subject to
any guidelines published by the South African National Treasury. The parties
agree that such expenses shall be payable by the employer to the contractor
separate from any amounts which may be payable by the employer to the
contractor under any other provision of this Agreement.”

Considering all of the above McKinsey feels entitled to be reimbursed as per the
contractual arrangements. McKinsey would expect Eskom to review its contractual
obligations and to honor the legal arrangements of the MSA between Eskom and
McKinsey. We are sure that on this basis Eskom and McKinsey find a prudent
arrangement on how fo terminate the agreement and compensate McKinsey for the

McKinsey and Company Africa Propnetary Limited
Sandown Mews East 88 Stelia Street Sandown Sandton 2196 PO Box 652767 Benmaore 2010 South Afnca

0
incorporatod and Rogrtsrod in St Atnce No 2013/001254/07 C%
Oirectors  GJP Desvaux French) Tl Skwambane P Parbhoo VI Magwentshu T Legoio (Indepundent) 2
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impact it has generated. Based on the Master Services Agreement, McKinsey has
earned and is eligible for significant reimbursement — irapact payments — based on
the over R25bn in value created for Eskom. Considering the situation McKinsey
willing to discuss the settlement in the form of a payment plan.

As part of this we would also recomamend discussing the prodent termination time
for each workstream to ensure benefits realization for Eskom is maximized. This
may result in a "transition period' for some of the workstreams.

McKinsey has been in a partnership with Eskom for many years. We continue to
approach our relationship with you in this spirit of partnership and wish to resolve
this matter in a mutually beneficial manner.

Yours sincerely

g

1kas Sagar xander Weiss
Senipr Partner Senior Partner

McKinsey and Company Afnica Propnetary bimited
Sandown Mews East 88 Stella Street Sandown Sandton 2186 PO Box 652767 Senmcre 2010 South Afnca

4
Inestporated and Registered 1In Szuth Afica No 20137064251/07 cj
Dirastass, GJP Dasvaux (Frerich} Tht Skwambana P Parbhoo VN Magwenteshu T Legawme (Independent) 3
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EXECUTIVE SUMMARY

SUBMISSION TO:
BOARD TENDER COMMITTEE (BTC) DATE: 08 August 2016

1. TITLE OF THE SUBMISSION

Feedback on Mckinsey & Co. Top Consultants Programme MSA Settlement Process

2. RESOLUTION REQUIRED

The BTC notes the following:

2.1 To date the initiatives under the Top Consultants Programme MSA have
achieved more than R18.6 billion of annualised impact for Eskom.

2,2 Applying the Termination and Settlement clauses within the MSA, Eskom may
need to pay up to R2.84 billion (inclusive of payment to the BBBEE partner) for
the value achieved to date '

The BTC approves the following: )

23  An already negotiated lower settlement value of R1.8 billion (inclusive of
payment to the BBBEE partner)

24  The R1.8bn settlement negotiated will consist of an initial cash payment of
R800m to cover the utilisation of the consultant's resources to date.

2.5  The current consultants have made an offer to reinvest the risk premium (R1bn)
from the settlement to cater for the following:

2.5.1 Atransition period of six months whilst Eskom transfers
outstanding work beyond 6 months and any other new initiatives to
another contracting mechanism. During this period Eskom would
reimburse the consuitant on a rates basis. It is proposed that the
new contracting mechanism should cater for a risk based approach
on the same T&Cs negotiated with the current consultants as far
as possible. Where not possible a standard rates based approach
would be adopted.

2.5.2 Any future work based on new saving initiatives or any other
activities that Eskom may require from a management consultancy
and financial advisory perspective that the consultant has been
awarded through the appropriate procurement process.

2.6  Iftotal risk premium is not paid to the consultant through 2.5 above, the balance
will be redeemable by the consultant after a three year period.

2.7  The Group Chief Executive, Group Chief Financial Officer and Group Executive
Generation and Technology are authorised to negotiate more favourable terms
and conditions to the settlement process.

Annexure A Executive Summary =T of 11 f/
| | »
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3. BACKGROUND

3.1 The Master Service Agreement (MSA) provides the backbone of the Top
Consultant Programme and describes the intention of the programme, the
governance, the scope and the process to add scope, the payment logic and
the risk-based remuneration scheme as well as the legal terms and the
respective escalation mechanisms

3.2  The MSA was given effect by the Letter of Acceptance that Eskom issued in
December 2015 and by Steering Committees that have taken place in the last
seven months

3.3 The termination clauses of the MSA require that the current consuitants are
compensated for ideas that have reached Payment Trigger and be partly
compensated for ideas that have been developed and approved to certain
Implementation Levels (“IL Levels”)

3.4  The Top Consultant Programme was introduced to turnaround Eskom when
faced with a precarious financial and operational constraints in late 2015 when
there were prospects of a net loss financial position and a severely constrained
generation grid for winter 2018

3.5  Under the umbrella of the (MSA), The Top Consultant Programme was set-up
to deliver key Corporate Plan priorities and develop critical skills in Eskor,
including:

3.5.1 Increasing the energy availability factor at the power station ﬂeet
with Majuba serving as the first pilot station

3.5.2 Reducing unnecessary external in spend in procurement

3.5.3 Reducing coal cost to or below MYPD3 targets

3.5.4 Limiting Medupi and Kusile claims to the figures outlined in the P50
business case

3.5.5 Training and further developing more Top Consultants, with the
target of 150 top consultants trained by 2020

3.5.6 Requiring the consultant to achieve up to 50% SD&L contract
share with black woman owned and BBEEE companies

3.6 The conditions of the Top Consultant Programme, under the charter of the
MSA, were favourable for Eskom and should be maintained going forward,
these terms included:

3.6.1 The consultant only being paid based on impact achieved, with a
share of 10.8% on once-off impacts and share 10.55% on
recurring impacts paid over 3 years

3.6.2 The consultant deploying an audited and IT Security approved
impact tracking tool for corporate plan initiative tracking

3.6.3 The consultant providing additional non billable initiatives such as
the Project Management Office to aid in the administering of the
programme, the 3 year Top Consultant Programme {worth
R1.3billion), the coal strategy, the support on key strategic
initiatives

3.6.4 The consultant guaranteeing an SD&L share between 25% and
95% per work package resulting in an average of ~50% across the
programme

3.6.5 The consultant providing favorable termination conditions f
Eskom, with ideas in the pipeline to be compensated at a discount

Annexure A Executive Summary Page-
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3.7

3.8

The Top Consultant Programme has delivered considerable impact for Eskom
already, including:

3.7.1 In Generation, the first six months of the Majuba turnaround
programme (“Sakhasonke”} have reduced 12-month moving
average UCLF by 4.97pp and the support of the Unit 6 GO has
help limit work to a single outage and avoid a further 4.5pp of
PCLF in 2017/18 for Unit &

3.7.2 In Procurement, average savings of 15% have been attained, a
Spend Control Tower has been implemented and the Top Buyer
training programme have been launched

3.7.3 In Primary Energy, fixed price coal contracts price have reduced by
2.5 - 15% and stockpile height and geography of stockpiles
expansion have been addressed to mitigate the impact of the
Medupi claim which can have a R3.2billion EBITDA impact for
Eskom

3.7.4 In Claims, historical claims for boilers and turbines have been
addressed limiting claims potential down by R5.1billion and the
boiler delivery model and turbine claim avoidance strategies have
been developed which will limit future claims by more than
R3.7billion

The programme has created change momentum across Eskom with a number
of sustainability actions taking place, examples:

3.8.1 Over 300 commercial colleagues have attended the launch of the
cost saving programme

3.8.2 More than 50 TOP consultants have been working on high impact
and top priority topics

3.8.3 The Top Buyer programs provides technical and management
training both in classroom style and with practical application on
the job for the first cohort of 40 Eskom employees

3.8.4 More the 70 Eskom employees have been frained in using Wave
to capture and track business improvement ideas, improving their
business acumen and project management skill

4, PROGRESS TO DATE

4.1

4.2

4.3

Annexure A Executive Summary

Initiatives under the MSA have achieved more than R18.6 billion of annualised
impact for Eskom (R34, billion over a five year basis) - this impact is a
combination of capex and opex savings and improvements in revenue potential
through increased EAF of the Majuba Power Station

The Programme has also identified a further R29 billion of initiatives (Pre-IL
statues and beyond) that can be delivered over the next three years, covering
key aspects of the Corporate Plan like external spend, coal procurement,
employer claims at new build sites and improved EAF at Majuba

The Board Tender Committee on 22 June 20186 approved the decision to wind
down the existing Top Consulting Programme Master Services Agreement
(MSA) with the current consultants, based on an inability to reach agreement on
the final T&Cs of the contract
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5. SETTLEMENT PROCEDURE

5.1 Applying the Termination and Settlement clauses within the MSA Eskom may
need to pay up to R2.84 billion for the value achieved to date

52 The seftlement values indicated include respective share for SD&L partners

53 The breakdown per work package is described below:

5.3.1 Generation R1.036 billion

5.3.2 Claims R804 million

5.3.3 Procurement R489 miilion

5.3.4 Primary Energy R407 million

5.3.5 Finance R107 million

5.4 Eskom has already negotiated a lower setllement value of R1.8 billion

55 The R1.8bn settlement negotiated will consist of an initial cash payment of
R800m to cover the utilisation of their resources to date.

5.6  The current consultants have made an offer to reinvest the risk premium (R1bn)
from the seftlement to cater for the following:

5.6.1 Atransition period of six months whilst Eskom transfers
outstanding work beyond 6 months and any other new initiatives to
another contracting mechanism. During this period Eskom would
reimburse the consultant on a rates basis It is proposed that the
new contracting mechanism should cater for a risk based approach
on the same T&Cs negotiated with the current consultants as far
as possible. Where not possible a standard rates based approach
would be adopted.

5.6.2 Any future work based on new saving initiatives or any other
activities that Eskom may require from a management consultancy
and financial advisory perspective that the consultant has been
awarded through the appropriate procurement process.

5.7  If total risk premium is not paid to the consultant through 5.6 above, the balance
will be redeemable by the consultant after a three year period.

6. IMPLEMENTATION CONSIDERATIONS

6.1 The 17.5pp (R3.8 biliion in annual revenue potential) forecast EAF increase for
Majuba power station (9.9pp already realised) may lose momentum and thereby
limit Eskom’s strategic capacity optimisation opfions across the fleet

6.2  The engagement and improved performance from more than 580 Eskom
employees and hundreds more contractors at Majuba who have been touched
by the Sakhasonke programme could be lost and make reviving a new a
program very cumbersome

6.3  The work in Claims requires specialized skills and hands-on commercial

' experience of the Eskom new build programmes and in-depth knowledge of the
contractors, replacing these scarce skills may very time consuming and reduce
the capex savings potential for FY17-21

6.4  Within Primary Energy, terms have been agreed with suppliers, a delayed
transfer would destabilize the process of finalizing contracts potentially losing

Annexure A Executive Summary
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Eskom the 5%-15% savings that have been negotiated on a number of coal
confracts

6.5  Within Cost-Plus mines, memorandums of understanding have been concluded
with the mining houses, a delayed transfer of these initiatives would cause
Eskom to lose the trust and credibility of the mining operators, and create the
perception we are unable to implement our plans

8.6 A significant amount of work has been done to deliver Procurement savings that
will only materialise later in the financial year, a delayed transfer decreases the
capacity of the Procurement employees to capture ail of these savings

6.7 Further uncertainty and discontinuity in the training and development of the 31
new Top Consultants and the 23 more experienced Top Consultants in the Top
Consultant Programme may cause many of them to lose motivation and leave
the programme or Eskom

7. FUTURE PIPELINE OF INITIATIVES

7.1 There is currently R29 billon of initiatives in the pipeline (Pre-IL statues and
beyond) that can be delivered over the next three years, covering key aspects
of the Corporate Plan including external spend savings, coal procurement
optimisation, delivery of new build sites at or below P80 and improved EAF of
plant

7.2 Given the importance of achieving DTC1, the value of the initiatives currently in
the pipeline cannot be foregone during this process of transforming the MSA

7.3 To ensure that initiatives in the pipeline are not compromised, it is prudent to
allow the current consultants mraintain and prepare the current initiatives for
transition until the 31st December 2016

7.4  This transition period will allow Eskom time to negotiate terms with any new
consultants on the Management Consultant Panel, while ensuring the timing
and impact of ideas in the pipeline are not compromised

8. FINANCIAL IMPLICATIONS

8.1 The termination clauses of the MSA will require Eskom to compensate the
current consultants for the value of impact achieved as well as a percentage for
the value of ideas generated depending on the IL status of each idea at the date
of termination

8.2 Under the termination and settlement clauses of MSA Eskom may be liable to
pay the current consultanis up to R2.8 billion for termination of contract

8.3 Eskom has already agreed a negotiation position with the current consuitants of
R1.8bn.

8.4  The settlement of R1.8bn will be treated as per sections 5.5 and 5.6 above.

\\
Annexure A Executive Summary (’ ngeiiﬂ/, @7 }%
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9. HUMAN RESOURCE IMPLICATIONS

9.1 The launch of Design to Cost 1 (Project Mario) will cascade across the 43,000
people in the Eskom organization, the TCP is key part of this narrative

9.2 There are 54 Top Consultants currently in the programme, 31 new joiners that
require 1 year of training and 22 that are growing in to senior consultant and
manager roles who need training and coaching

9.3 The 580 Majuba Eskom employees that have been engaged in the Sakhasonke
turnaround program that is reviving-trainings and station wide communications

9.4 The 12-month Top Buyer capability building programme in Procurement has
onboarded the first cohort of 40 Eskom employees

10. RISKS

RISK MITIGATING FACTORS/ | LEVEL

. Actions {HIGHIMEDIUNM/LOW)

Loss of value or delay in | « Ideas in the pipeline moved | High

impact timing caused by info new contractual vehicle

transition to new vehicle to limit lost value

« Conclude transfer to new
contracting vehicle within an
expedited timeframe

« Allow for a transition period
of 6 months with the current
consultants

Terms of new contracting | « Apply the same service | Medium
vehicle less favourable conditions as In the MSA to
than current MSA in place the new RFP(e.g. 100% at
risk, up to 50% SD&L share,
free work), including:

- Maintain the ROI and
speed of delivery of
current programme, so
as not to prejudice the
timing or wvalue of
impact for Eskom

- Deliver Major
sustainability actions
at no additional cost to
Eskom, e Top
Consuttant
Programme, Top
Buyer in Procurement

- Continue developing
further ideas to
capture  full  value
available

/ \\
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Risk to 54 Top Additional value drivers not | High
Consultants currently in to be compromised
the Top Consultant|s To be included as
Progamme negotiating parameters for
the new contracting
mechanism
Risk to 40 people from Additional value drivers not | High
Procurement that have to be compromised
been onboarded to the To be included as
12—mo_r!th Top guyer negotiating parameters for
capability building the new contracting
programme mechanism
Risk to foregoing to R29 Ideas in the pipeline moved | High
billion in future impact into new contractual vehicle
to limit lost value
Place strain on Conclude transfer to new | High

relationships and activities
with external stakeholders
such as;

- Volume
operations
improvements at
cost plus mines

- Finalizing prices
and contracts with
key suppliers in
procurement

- Optimizing
commercial  and
delivery models -
Major contractors
at Kusile and
Medupi

and

contracting vehicle within an
expedited timeframe

Allow for a transition period
of 6 months with the current
consultants

1. VERIFICATION BY INDEPENDENT PARTY (if applicable)

Not applicable

12. OTHER APPROVALS REQUIRED

None

Annexure A Executive Summary
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SIGNATURE:

PRISH GOVENDER

GROUP CAPITAL INTEGRATION AND ASSURANCE

SIGNATYRE
Who hereby represents that the above
information is correct,

EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

S!W
~WH5 hereby represents that the above

Information is correct.

ANOJ SINGH
GROUP CHIEF FINANCIAL OFFICER

\“—"\‘“-*;x/l

SIGNATURE
Who hereby represents that the above
Infarmation is correct.
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CHECKLIST 1

1.

1.1

1.2

1.3

1.4

1.5

1.6

INTERNAL PROCESS

BUSINESS PLAN

Has the project/issue been included in the business plan?
(If no, information/explanation to be highlighted in
documentation/ presentation/attachment.)

BUDGET

If financial approval is required, is the project/matter within
the approved budget?

{If no, information/explanation to be highlighted in
documentation/ presentation/attachment.)

HUMAN RESOURCE IMPLICATIONS

Does the project have any HR implications?

(If yes, information/explanation to be highlighted in
documentation/presentation/attachment.)

FINANCIAL EVALUATION

- Has the project/issue undergone a financial
evaluation? (If yes, by whom)

- Has the evaluation been verified?
All initiatives making up the total settlement value has
been reviewed and verified by the stream leads and
minutes have been captured in the respective
steercoms

LEGAL/CONTRACTUAL ISSUES
- Are there legal implications?
- Has Corporate legal department input been obtained?
- If so, is the approval sought consistent with the legal
input?

TAX IMPLICATIONS
- Are there tax implications?
- Has corporate tax department input been obtained?
- i s0, is the approval sought consistent with the tax
input?

Annexure A Executive Summary
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1.7

1.8

1.9

1.10

2.1

2.2

2.3

CAPITAL PROJECTS

If the project is of a capital nature the checklist 2 (attached)
for the evaluation of capital projects should be completed
as well. '

TECHNICAL EVALUATION
- Has the projectfissue undergone a technical
evaluation? (If yes, by whom)
- Has the evaluation been verified?
- By whom (internally or independent)?

Bl.LACK ECONOMIC EMPOWERMENT IMPLICATIONS
Does the project have any BEE implications?

EMPLOYMENT EQUITY

Was due consideration given to employment equity in
terms of the following:

Project team
Drafting of submission documentation
Individual(s) presenting to EXCO

4

ADDITIONAL APPROVALS

NERSA
- Is NERSA approval/consultation required?
- If approval or consultation is required, provide details
and also highlight the time lines, deadlines, etc.

PUBLIC FINANCE MANAGEMENT ACT (PFMA)

- Is any PFMA approval required? :
ARE THERE ANY OTHER APPROVALS REQUIRED?
IN PARTICULAR
- Reserve Bank
- Competition Commission
- National Treasury

Annexure A Executive Summary
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X
X
X
X
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SIGNATURE:

PRISH GOVENDER

GROUP CAPITAL INTEGRATION AND ASSURANCE

%—7 os/ok / 2o/t

SIGNATUR , DATE

Who h y represents that the above

Information is correct.

EDWIN MABELANE

CHIEF PR UREMENT OFFICER

Zolb / 987@5
@G DATE ‘
ho hereb represents that the above

Information is correct.

ANOJ SINGH

GROUP CHIEF FINANCIAL OFFICER

SIGNATURE DATE

Who hereby represents that the above

Information is correct.
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SUBMISSION TO THE BOARD TENDER COMMITTEE (BTC) ON 13 DECEMBER
2016

1. TITLE OF THE SUBMISSION

Update on McKinsey & Company Top Consuitants Programme Master Service
Agreement (MSA) Settlement Process

2. RESOLUTION REQUIRED
The Board Tender Committee approves the following:

2.1 A mandate to negotiate and conclude the remaining portion of the
settlement up to R849 million, based on the total value of R1.8 billion
communicated to the Board Tender Committee (BTC) in August 2016,
noting the Legal, Internal Audit and External Benefits review of the
contract. Once the negotiation is complete, the necessary feedback will
be provided to the Board Tender Committee.

2.2 A payment of R134 million to finalise payments up to August 2016 to
the BBBEE partner that was due as per the work split agreed with
McKinsey & Company

2.3 That the Acting Group Chief Executive, the Chief Financial Officer and
the Chief Procurement Officer are authorised to negotiate and conclude
the settlement process with McKinsey & Company.

3. BACKGROUND

3.1 The Master Service Agreement (MSA) provides the backbone of the Top
Consultant Programme and describes the intention of the programme,
the governance, the scope and the process to add scope, the payment
logic and the risk-based remuneration scheme as well as the legal terms
and the respective escalation mechanisms

3.2 The termination clauses of the MSA require that the current consultants
are compensated for ideas that have reached Payment Trigger and be
partly compensated for ideas that have been developed and approved to
certain Implementation Levels (“IL Levels”)

3.3 Under the umbrella of the (MSA), The Top Consultant Programme was
set-up to deliver key Corporate Plan priorities and develop critical skills in
Eskom, including:

1. Increasing the energy availability factor at the power station
fleet, with Majuba serving as the first pilot station
2. Reducing unnecessary external in spend in procurement

Page 1 of 8 %)/
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3. Reducing coal cost to or below MYPD3 targets
4, Limiting Medupi and Kusile claims to the figures outlined in
the P50 business case
5. Training and further developing more Top Consultants, with
the target of 150 top consultants trained by 2020
8. Requiring the consultant to achieve up to 50% SD&L contract

share with black woman owned and BBEEE companies

3.4 McKinsey & Co. has claimed that up to August 2016, the initiatives
under the Top Consultants Programme MSA have achieved more than
R18.6 billion of annualised impact for Eskom.

3.5 Applying the Termination and Settlement clauses within the MSA, Eskom
may need to pay up to R2.84 billion (inclusive of payment to the BBBEE
partner), for the value achieved.

3.6  An initial lower negotiated lower settlement value of R1.8 billion was
presented to Board Tender Committee in August 20186.

3.7 In line with the approval granted by (BTC) in August 2016, an initial
payment of R800 million (inclusive of payment to the BBBEE partner)
was made to the consultant for work done up to August 2016.

3.8 In August 2016, the BTC alsc approved that the Group Chief Executive,
Group Chief Financial Officer and Group Executive Generation and
Technology are authorised to negotiate more favourable terms and
conditions to the settlement process.

4, PROGRESS TO DATE

4.1 The initial payment of R803.5 million (inclusive of payment to the BBBEE
partner) has been made.

4.2  Letter of demand from McKinsey & Co. and the BBBEE partner has been
received claiming outstanding payments up to the R1.8 billion

4.3 Management has put into place three review initiatives to assist with
compliance and assurance on the overall process including any further
payments that could be necessary.

4.4 An internal audit was conducted on the MSA procurement process.
There were no major findings in the report.

4.5 Oliver Wyman was appointed to conduct a detailed assessment of the
claimed value and payments due upon the cancellation of the MSA. A
preliminary report is attached as appendix A and a final report is due on
15 December 2016, This assessment will be used as guidance for further
negotiation of a final settlement value. Key points from the report can be
summarised as follows:

1. Of the R2,84 billion payment Eskom might have needed to pay
under the termination and settlement clauses of the MSA:

° R1.05 billion is accounted for by paymenis that are

required under the MSA for early cancellation of

X ‘
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4.6

consulting initiatives, despite these payments not having
been approved by the steering committee
o R1.79 billion is accounted for by payments for
consulting initiatives that were approved by the steering
committee (R1.68 billion) payments for the financial
advisory work (R107 million)
2. Of the R1,79 billion:

° R803.5 million has already been paid to the Consultant
supplier and the BBBEE partner
3. Based on the invoice from the Consultant supplier and the split of

revenues they have set out, a further payment of R134 million is
due to the BBBEE partner for their contribution to the consulting

work packages
4. The payment of the remaining R849 million could be further

negotiated with the Consultant:

® There appear to be clear-cut reasons to challenge R380
million of the payments
o The other R469 million seems justified for payment, but

there are reasons to argue that a portion of it should be
delayed rather than paid immediately
5, These findings will be refined over the next week. The final report
from the review will include a summary of lessons learned on the
design of the contract for this type of work, to allow future
contracts to be tailored to specific project needs.
Finally a legal review on the process was done by Cliff Dekker Hofmeyr.
The key conclusions are summarised in section 8.

5. FINANCIAL IMPLICATIONS

5.1

5.2

5.3

5.4

5.5

Under the termination and settlement clauses of MSA Eskom may be
liable to pay the current consultants up to R2.84 billion for termination of
contract

Eskom has already agreed a negotiation position with the Consuitants
of R1.8bn.

R 803.5 million has already been paid to McKinsey & Co. inclusive of
the BBBEE partner portion

A payment of R134 million in addition to the R803.5 million paid, is due
to the BBBEE partner, in accordance to the pre-agreed work split with
McKinsey & Co., to settle the initial payment process. The payment has
been verified and supporied by Oliver Wyman in the aitached report.

A final negotiated value will be communicated to Board and could be
between 0 and R849 million depending on the external benefits review

and legal review.
Page 3 of 8 &7 /
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6. HUMAN RESOQURCE IMPLICATIONS

None

7. RISKS

RISK

MITIGATING FACTORS/
ACTIONS

LEVEL
(HIGH/MEDIUM/LO

Loss of value or delay in
impact timing caused by
transition to new vehicle

]

Ideas in the pipeline
moved into new
contractual vehicle to
limit lost value
Conclude fransfer to
new contracting vehicle
within an expedited
timeframe

High

Terms of new contracting
vehicle less favourable than
current MSA in place

Apply the same service
conditions as in the
MSA to the new RFP
(e.g. 100% at risk, up to
50% SD&L share, free
work), including:

— Maintain the ROl
and speed of
delivery of
programme. So as
not to prejudice the
timing or value of
impact to Eskom

~  Deliver major
sustainability actions
at no additional cost
to Eskom i.e. Top
Consultant
Programme, Top
Buyer in
Procurement

— Continue developing
further ideas to
capture full value
available

Medium

Risk to 54 Top Consultants

Additional value drivers

High

|
Page 4 of 8 QD /
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RISK MITIGATING FACTORS/ LEVEL
ACTIONS (HIGH/MEDIUM/LO
wj
currently in the Top not to be compromised
Consultant Programme e To be included as
negotiating parameters
for the new contracting
mechanisim
Risk to 40 people from e Additional value drivers | High
Procurement that have been not to he compromised
on-boarded to the 12 month e To be included as
Top Buyer capability building negotiating parameters
programme for the new contracting
mechanism
Risk to foregoing R29 billion - ldeas in the pipeline High
in future impact moved into new
contractual vehicle to
limit lost value
Place strain on relationships - Conclude transfer to High

and activities with external
stakeholders such as:

new contracting vehicle
within an expected

- Volume and timeframe
operations — Allow for transition
improvements at cost period of 6 months with
plus mines the current consultants

— Finalising prices and
contracts with key
suppliers in
procurement

— Optimising commercial
and delivery models —
major contractors at
Kusile and Medupi

8. EXTERNAL LEGAL REVIEW

Cliffe Deicker Hofmeyer was retained to conduct the review and the conclusion is that
Eskom needs to enter intoc a Termination Agreement with the parties to bring the
matter to finality. This will absolve Eskom from any further liability once the
Termination Agreement is in place.

Page 5of 8
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9. OTHER APPROVALS REQUIRED

None.

10. Appendices

e Appendix A — Detail Assessment Preliminary Report (Oliver Wyman)

Approved By:

EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

‘z@aé/) 2/

~SIGN E DATE [ °
Whgrtiereby represents that the above
information is correct.

Submission Compiled by: Prish Govender
Contact Number: 0824690467
Date: 09 December 2016

CHECKLIST 1
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N/IA | Yes | No

1. INTERNAL PROCESS

1.1 BUSINESS PLAN
Has the project/issue been included in the business plan?
(If no, information/explanation to be highlighted in X
documentation/ presentation/attachment.)

1.2  BUDGET
If financial approval is required, is the project/matter within the
approved budget? X
(If no, information/explanation to be highlighied in
documentation/ presentation/attachment.)

1.3  HUMAN RESOQURCE IMPLICATIONS
Dees the project have any HR implications?
(if yes, information/explanation to be highlighted in X
documentation/presentationfattachment.)

1.4  FINANCIAL EVALUATION
- Has the projectfissue undergone a financial evaluation?
(Eskom Group Finance) X
- An external review has been performed by Oliver Wyman

1.5 LEGAL/CONTRACTUAL ISSUES
- Are there legal implications?

- Both Corporate Legal and External Legal comments have X

been obtained

1.6  TAXIMPLICATIONS
- Are there tax implications?
- Has corporate tax depariment input been obtained? X
- If s0, is the approval sought consistent with the tax input?

1.7  CAPITAL PROJECTS
If the project is of a capital nature the checklist 2 (attached) for X
the evaluation of capital projects should be completed as well.

Page 7 of 8 dﬂ /
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1.8

1.9

1.10

2.1

2.2

2.3

TECHNICAL EVALUATION

T N/A

Yes

No

- Has the projectfissue undergone a technical evaluation?
(Eskom Group Commercial)

- Has the evaluation been verified?

- By whom (internally or independent)?

BLACK ECONOMIC EMPOWERMENT IMPLICATIONS
Does the project have any BEE implications?

EMPLOYMENT EQUITY
Was due consideration given to employment equity in terms of
the following:

- Project team

- Drafting of submission documentation

- Individual(s) presenting to BOARD

ADDITIONAL APPROVALS

NERSA
- is NERSA approvaliconsultation required?
- If approval or consultation is required, provide details and
also highlight the time lines, deadlines, etc.

PUBLIC FINANCE MANAGEMENT ACT (PFMA)

- Is any PFMA approval required?
ARE THERE ANY OTHER APPROVALS REQUIRED?
IN PARTICULAR:
- Reserve Bank
- Competition Commission
- National Treasury

EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

) b /f/z,

/i
i

L
/sfe ATURE DATE '
Whg'hereby represents that the above
errration is correct.
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PRELIMINARY REPORT

T0: Prish Govender
DATE: 09 December 2016

Preliminary recommendations - Review of Supplier Agreement between
surJec:  Eskom and McKinsey / BBBEE Partner

Executive Summary

Eskom engaged Ofiver Wyman and Marsh to review the performance of the Top Consuitants
Programme in terms of the payments associated with the specific variable fee contract (the
MSA) that the Eskom Board halted on 15" July 2016. The external review started on the
23rd of November and will conclude on the 15th of December 2016.

The scope of this work is only to review the variable payments to the supplier. The original
contracting process, the cancellation process and the work/fee splits between the consuilting
supplier and its BBBEE partner are not part of the scope. Two separate pieces of work are
also being conducted including an internal audit review of the contract and a legal review of
the MSA and split of fees between the consuitant and BBBEE partner,

Work is ongoing, but the key preliminary findings of the review are:

«  Of the R2,839MM payment Eskom might have needed to pay under the termination and
settlement clauses of the MSA:

~ R1,786.5MM is based on R1,679.3MM of consulting initiatives that were approved by
the Steering Committee and R107.2MM from the financial advisory work

— R1,052.5MM is based on payment triggers that were never approved by the Steering
Committee but are accounted for based on the cancellation terms of the MSA
«  Of the R1,786.5MM:
—  R803.5MM has already been paid to the consultant supplier and the BBBEE partner

~ Based on the invoice from the consultant supplier and the split of revenues they have
set out, a further payment of R134MM is due to the BBBEE partner for their
contribution to the consulting work packages
—  The payment of the remaining R849MM could be further negotiated with the
consultant supplier
- There appear lo be clear-cul reasons to challenge R380MM of the payments
- The remaining R469MM appears justified for payment, but there are reasons {o
arque that a portion of the payment should be delayed rather than paid
immedialely
These findings will be refined over the next week.

The final report from the review will include a summary of lessons learned on the design of
the contract for this type of work, to allow future contracts to be tailored to specific project

needs.

6%7/
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1. Context of the work

+  Eskom engaged Oliver Wyman and Marsh to review the performance of the Top
Consultants Programime in terms of the payments associated with the specific variable
fee contract {the MSA) that the Eskom Board halted on 15th July 2016. Of particular
interest is the link between the performance of McKinsey & Company and its BBBEE
partner and the remuneration received.

+ The objective of the assignment is to produce an independent peer review with regards
to the reasonableness of the conditions, performance measurement and remuneration.

- The scope of the wark is only to review the variable payments to the supplier. The
original contracting process, the cancellation process and the work/fee splits between
the consulting supplier and its BBBEE partner are not part of the scope. Two separate
pieces of work are also being conducted including an internal audit review of the contract
and a legal review of the MSA and split of fees between the consultant and BBBEE

partner.

- The engagement will be conducted in 4 steps, as detailed below. The Project started on
the 234 of November and will be concluded on the 15 of December 2016.

2. Approach taken

+  Step 1 (Week 1-2): Conduct a diagnosis of contractual arrangements

— Assemble and review critical documentation on the terms of contract, deliverables,
performance measurement, governance and earn-out of performance related

payments and their conditions,
— Develop an issue list and review preliminary conclusions with key personnel
+  Step 2 (Week 2): Engage with Eskom senior leadership team

—  Clarify ambiguities coming from document review through focused interviews to
obtain additional qualitative insights and diagnostic information.

Step 3 (Week 2-3): Benchmark against industry practice

- Conduct a high level benchmarking exercise on industry practices of contract
structure for similar engagements and performance based payiments.

— ldentify challenges or issues from a contracting perspective
+  Step 4 (Week 4): Conclusion synthesis and report production

— Synthesize the output of Steps 1, 2 & 3 to categorize and prioritize the issue-list
incorporating legal review and expert insights.

— Develop final report and present to key personnel.
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3. Summary of findings to date

Reconciliation of total incentive payment (R BN)

- ‘4 e . Payment required under MSA
tersnination and sefllemeant
clauses, aven though not

formally approvad by steerco

Conponenis fikely lo he
subject to further negotiation

Qriginal Censulling Paymenls Paymenis that  Paymenis tha! Not ye! Outstanding  Already paid to  Alteady paid 1o

expected payments for Financial  cancloarfybe appeorjustified  scheduled payment lo  Consullant ané BBBEE pariner
payment bgsed basedoneatly  Adviseryor chakenged based on forpayment  BBBEE pariner BRBEE pariner  for Financial
en MSA cancaialienbut  approved by appovals and  and couldbe  forConsulting  far Cansulling Advisory
not approved cleerenfor documentalion  negotiated
by steerco Consulting furiher

«  Our preliminary calculation indicates Eskom may have been required to pay R2.84BN
under the termination and seitlement clauses of the MSA. Of this amount:

- R1.05BN of payment triggers has not been approved by the steering commitiee: our
preliminary calculation indicates this is the payment that would be due for consuiting
initiatives based on the cancellation terms of the MSA but we believe it is justified to

challenge this from a technical perspective
- R1.79BN has been approved by the steering committee:

- Financial advisory: the invoiced amount, supported by an hours and rates
calculation from the BBBEE partner, is for R0.11BN

- Consulting: from a review of the minutes and materials to the MSA project
steering committees, we find R1.68BN of payments were approved
«  Of the R1.79BN amount:

— RO.70BN has already been paid to the consuliant supplier and the BBBEE partner for
consulting

— ROD.11BN has already been paid to the BBBEE partner for financial advisory

—~ Based on the invoice from the consultant supplier and the split of revenues they have
set out, an outstanding payment of R0.13BN is due to the BBBEE partner for their

contribution to the consulting work packages

— The outstanding at risk payment of R0.85BN could be further negotiated with the
consulitant supplier:

- There appears to be clear-cut reasons to challenge R0.38BN of the payments
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- The remaining R0.47BN appears justified for payment, but there are reasons to
argue that a portion of the payment should be delayed rather than paid
immediately

+  OQur initial analysis therefore indicates, of the outstanding R0.85BN at risk payment, no
more than R0.47BN should be paid to the supplier. Of the R0.47BN, we believe there are
areas {o investigate further which could lead to more negotiation on the final amount
payable, including the stage at which payment is made.

In the next section, we provide further detail on the payments we believe can clearly be
challenged, and on those that seem justified. We also provide more detail on the calculation
of the outstanding R0.13BN payment to the BBBEE partner. Finally we raise some areas of
concern from our review of the MSA contract relating to the risks that a contract in this form
could create for Eskom.

4, Supporting details to findings
A: R0O.38BN of payments that can be challenged

We considered several sources to assess what payments are due for each initiative,
including:

+  Minutes and materials from the project steering commitiee meetings
- Initiative progress tracking from the Wave tool
Invoices and supporting documentation from the suppliers

The steering committee has the authority to approve the triggering of payments, but
investigation of these sources shows that there are several initiatives where the approved
payment amount appears not to be correct, and where there seems to he a case to revise

down the payment amount.

In the table below we set out the details of why we would challenge the payments approved
for several initiatives, and the amounts by which it seems appropriate to revise down the
payment. This amounts to a reduction of R380MM to the total payment due.
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Key initiatives where there is a case lo revise down the payment approved by the sleering commillee

Steering conuniltee approved payment subjecl to internal
confitmation of treating impacts as recurring

G: Majuba UG outage 2057
aptimisafion « Howaever, it was jater decided the impact should be once-off, 50
subject to a lower tolal incenlive paymant
« Stearng commiliee signed off payment triggar 1 {37.5% of total
incentive payment). 526

1: Kusile turbine claims

However, the amoun! noted inthe minulas for this approval is
equal to 100% of the tols! incenlve payment: this seems mistaken

Approved impact was R194.5M4; tota! approved incentive

payment was RISMK, 17.8% of the impact 135
For a once-off impact, this incentiva rate is higher than aflowed in :
the contract: it seems it should bo 10.8%

608: Medupi U4 Boiler delivary
model

.

568: Boiler sesvices shortterm

contract negstiation « Both these iniliatives ere marked as cencelled in Wave because of a0
34: Boiler tube (nsw material limited involvement of the consultants ’
number)

Total: ’ -380

B: R1.41BN of payments that seem justified

Of the total payments that seem justified, the financial advisory work and the top 10
consulting initiatives account for 80% of the value, as summarised in the table below.

Financiat advisory

Generation 85 improve EAF: Majuba Powerstation Turnareund (impact Fracker)

éro.jec.t delvery and

clains management 2 Historie boiler claims - Medupi

Generation 8 Optimize Maluba US GO

Project delivery and . . .

claims management G610 Boiler New Delivery todel: Medupi U3 to Ul
Project delivery and

claims management
Project delivery and

{ Kusile Historic turbine claims recovery and fidure claims avoidance

3 Historic boiter claims - Kusile

clams management

Project delivery and 49 . Bt

claims management 1128 Boder new delivery model: Kusile unit 2 - G infliative agreement
Project delivery and

claims management
Procurement
Project delivery and
claims management
Other consulting
inlistives

Fotal

16 Boller employer ¢lams - Kusie

Cancel unnaeessary PRIPOs and reroute wliere possivle (Spend Contiol

86 Tower - Inventory) — Tracking 12 May '18 - 31 May "16

4 Boder employer claims - Bedupi

107

5
10a
168

93

a2

61
&0
51
41

279

1,407
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We have investigated these consulting initiatives through a series of interviews with the
leads of the work packages, and where relevant through follow-up discussions with the
owners of individual work streams, in order to understand the activities undertaken, the role
the consultants played, the source of benefit from the initiative and how far the work had

progressed by July.

Although there are no clear-cul reasons to challenge these payments, in some cases there
are issues that could be raised to question whether they represent fair value for the work,
and in some cases there are reasons to argue that a portion of the payment should be
delayed rather than paid immediately. Consequently, the portion of the payment not already
paid or outstanding might be negotiated further.

We will investigate these issues further in the remainder of our project. Examples of some of
the relevant issues for particular initiatives are outlined below.

Examples of contentissues relevant for negotiations

Baselining: Isthe basekno reasonable, G, 85: Generation — Mauba EAF 451
or chosan to make e large Impact easier?  improvemenls

Delayed Impact: Wil benefils not be 2,3,4,16; Claims and preject delivery — 274
realised financiafy for soveral years? boiter claims

Spend stops. Are those really savings?
Might the spend be simply posiponad or
replaced elsawhere?

63 Procurement - reduce demand inlne 19
with stock on hand

Unclear origination of ideas: Can the
original idea ba aliribuled o the
consulant or is i from Eskom?

577: Proturament — concenteic cables - 2
place off-contract spend onto ¢ontract

C: RO.13BN outstanding payment due to BBBEE partner

In August 2016, McKinsey and the BBBEE partner issued invoices to Eskom for R597MM
and RO9MM for their respective shares of the consulting work.

The invoice from the BBBEE partner was intended to be supplemented by a further payment
once the appropriate share of consulting payments due to them was confirmed.

We have reviewed the McKinsey invoice and an accompanying memo from McKinsey to
Eskom thal sets out the shares due to the BBBEE partner. We have calculated the
additional payment that these sources imply could need to be paid to the BBBEE partner on
top of the RO9M already paid. This amounts to R134.1MM, as set out in the table below.

Note that this does not constitute a legal opinion on the share due to the BBBEE partner:
that is out of the scope of our work. Instead, this is a calcutation to evaluate the expected
amount to be paid based on the resources used on the engagement by the BBEEE partner.

=
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Involee amounts and payment shares
R MM ipre-VAT)

Procuremant 90.4 1281 30% 387
Primary Energy 74.4 166.3 0% 319
No spiit by work package available in
BBBEE invoica
Generation 2348 3130 25% 783
Projoct delivery
and claims 1974 2820 30% 946
management
Tota! 587.0 830.4 233.5 99.4

Zaurces: BEBEE partagr pnd congulant bvoices, August 2014, Hemn 1o cenyulant bresice

D: Main areas of concern from review of MISA contract

The review of the contract materials by Marsh identified several areas of concern that are set
out below. Note that these findings do nol constitute a legal assessment of the contract. The
basis of the below is to provide Eskom with recommendations to improve the contracting
pracess in the future.

» Several terms of the contract appear to favour the supplier:

~ The agreement "locks” the employer into the contract for & minimum period of 12
maonths.

— There is uncertainty regarding the fees and how the employer will be invoiced ~ this
clause should be clearly set out with no ambiguity.

— The agreemenl contains a review clause however the clause should have allowed for
an exit provision within this clause to ensure that neither party are forced to
renegotiate when the desired effect is immediate termination.

— If the contractor intends to service competitors then the employer must be
comfortable that their rights and interests have been taken into consideration and
that same in facl has some form of protection.

— The indemnification clause could have been more detailed and cater for more
specific events oceurring.

« There is ambiguity in the contract terms that deal with payments:

—  Various types of payments are referred to throughout the agreement such as work
costs, mobilization/initiation payments, incentives, guarantees and down payments
but these are not defined in detail and payment dates of same are not always clearly
set out,
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~ Reference is made to expenses being remunerated separately but this is not
elaborated on.

- Clause 7.10 states “either of the parties may request (no more than twice in a
calendar year) thal an external audit firm audit any aspect of this Agreement, its
performance or implementation provided that such external audit firm shall not be
entitled to request and/or audit any supporting documentation in respect of expenses
charged by the contractor. The parties agree that the fees for such audit shall be
considered “relevant costs” as contemplated in clause 6.1.10.2" ~ this is not slandard
practice as if it is a true 'audit’ then the auditor has to comply with the audit standards
which would require them to inspect supporting documentalion.

+  The contract lacks key details about outsourcing:

- There is no reference to the specific BBBEE partner to be used, and no reference to
a contractor being allowed to outsource services

-~  Mention is made of subcontracting in appendix 4, but this clause does not meet the
outsourcing legal contract requirements as it does not cover aspects such as what
services will be outsourced, how the service provider will be remunerated, how the
service provider will be elected etc.

. Reference is made to the baseline value and baseline renegotiation parameters— it is not
clearly set out in the agreement as to how and when they apply.

- Important clauses are apparently missing:
— There is no warranty clause.

— There is no breach clause. Every agreement must have a brezch clause. The table
of contents states that there is one, but upon reading the agreement it is clear that
there is no such clause in place.

. Clause 8 makes reference to the use of the tracking tool, but should have elaborated
more on data privacy and protection and touched on the Protection of Personal
Information Act, No 4 of 2013 (POPI1) which promotes the protection of personal
information by public and private bodies.

. Clause 18 deals with serving competitors. This clause could be more comprehensive in
that it simply states that the contractor will not refuse to serve competilors and that it will
assign other consultants to work on the project to prevent a conflict of interest. it does
not state how the information will be protected and how the consuitants will be denied
access to competitive information.

5. Open issues

Our analysis to date has focused on developing a preliminary view on the fair payment due
to McKinsey and its BBBEE based on its services provided to Eskom. There are a number of
open issues to be investigated before finalising the range of fair payment:

- Clarification on the legal viability of the MSA that was put in place between Eskom
and McKinsey regarding the structure of payment triggers and payment terms bhased
on any cancellation of the contract

&5
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B.

- Benchmarking of success fee trigger amounts compared to expected market
practices

- Refinement of preliminary calculation of payments associated with early cancellation
of initiatives
Next steps

Refinement of the payment range based on additional analysis and benchmarking

Assessment of fair timing of payments (i.e. immediate vs. structured over a longer lime
period to match delivery realisation)

Develop key recommended changes to future contract construct including the terms of
the MSA and financial reward set up for contractors

Develop recomnmendations on improvements 0 operational construct of future projects
with external vendors
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Appendix 1

Priority groups for MSA initiatives

Priority Definition and size of group Actions
+ Review whether Involced payiments seem correctbased
Initiatives that appear In the MaKinsey Augus! involce on impacls, MSA and stearing commitiee approvals
+ Benchimark of incenlive rates for main work packages
a0 infllalives of initialives against broader industry practice
Expested Impacl from Wave' R B.5BN + Assesslowhal exlent further poyments would be
raasonatle

{nitialives that.
- do nol appear in the August Invoice

« renched at least Implemenation level 2 (Le. they were . Assesstowhal exient payment forthese Inflintivas

approved 1o be covered by the MBA) miant b Jired by the MSA
+ have an oxpected Impac! in Wave of at least R 300MM . it bo required by
(culoff chosen to caplure ~B0% of Impact) Provide a view on how reasonabiz these paymants
would be
8 Initiativas
Expected Impact from Wave: R 7.98N
Al ofher inlliatives
242 inilialives » Tahulate aggregate information by work package

Expected impact from Wave (including only those ihat reached
Implementation level 2% R 2.0BN
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Priority A initiatives: payments and approvals

) Tclica%:S‘égﬂ coptract for cenlract Wooden Poles & X-ams

spend currently off contrael using e-ouslion Once-Off 34 26 v
577 I::It;:i’t Concenleic Cables - Place ofl-contracispand on Once-Olf 22 17 7
- fla b ' Matuh
564 m:;‘:’y 12P0C Trackiay - Majuba US Onee-OH 13 1.0 v
1735 ?ggf;s 5.4 Spend Conlre Tower: Cancelunnesessary Onee-Off 1 10 7
Procurarmont s
{eontinued) Tactical: Pole Transformeds - Sigh contract fortems
20 currentiy bought off cantract Once-QHf 7 0.5 v
[CT: Adobe (Tactical cacesoffy - Delay purchase of upgrades,
760 limil new licenses, and buy slandard instead professionat  Once-Off 4 0.3 'l
version
1CT: Adabe (Tacticad recurding) - Delay purchase of
14 upgrades, limi new I o5, and buy slandard instead Recurring 1 0.1 4
professicnal version
Kusile Historic tuibine claims recovery and future clalms
1 avaldance Once-Off 2,205 64.2 '4
2 Histaric boider claims ~ Madupi Onee-QH 1,000 204 e
3 Historle boiier elaims - Kusie Onte-Qff  GEO 45.4 v
" . 3 Sleerco approvals
:::i]:tl::l«:::hvow 416  Boller employer claims - Kusile Once-OH 554 25.1 v ot 2l in Wave
manbdgetent 4 Hailer employer cfaims - Medupt QOnee-Off 374 7.0 v
508  Eoler New Delivary Model Madupi U4 Inltiative Agreement  Once-Off 185 5.5 v
608 GBI intervention- Medupl Qnce-Oif 150 11.3 v
5 C&1 employer claims - Medup! Once-Off 7 0.5 v
o6 Improve EAF; Majuba Powerstalion Tumaround (Impact Reeuring 1,008 155.0 v lmpact ditfers
Generation Tracker) ... . ; from Wave
Optimize Majuba UB GO Recuing 985 70.8 v :r':‘f’w‘:::"“ﬁ“""
Medupt penally provislon: cperational aclions - increase .
138 yisting Medup! sleckpte holght to 20m CacaOlf 239 18.1 v
10 Sitveriake; Hegoliale cortract savings of R114.306mp.a. Reaurring 114 152 v
Wascoat Minlng (Tuluka); Hegoliate contract savings of
12 pigampa. Recurring 103 13.7 v
Universal Coal PLG; Hegotiate conlract savings of )
1 R160.6Tmp.a. Recurding 100 13,3 v
Prmary enstdy 28 Welgemaend; Negolisle conliact savings o/ R32.64mp.a.  Recuning 33 4.3 v
247 Sudor Coal; Hegollate sonract savings of A28,79m pa. Recurring 28 38 v
Wescosl Mining (Majuba}; Negatiate contract savings of .
L LIy pa. d Recurring 26 34 v
20 f:l:hovelo Mining; Negoliate contrastsavings of R17,67m Recurring 18 a4 s
657  Mbali Coal; Negotiale coniract savings of R1,52m p.a, Resusring 2 4.2 v
Inveniesy: 1.2 Cancel unnecessary PRIPO3S and reroule
56 where possible (Spead Conlrel Tower - Inventary) Onee-OIf 804 0.8 v
g1 PawerTransformers: Raduce demand in ina with slocken 0 e 47 2.9 7
Prociremant hand
o5 Inventory: 1.1 Gancel unnecessary PRIPOs and reroute Once-Off Py a7 v
where passibie (Spend Contral Tower - Inventory) :
125 Boller seevice: Slandardise core crew for mainlenance Resurring 44 58 v
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Priority B initiatives: None of these appear in the August invoice; however half have

had payment triggers approved by the steering committee

1361
Primary energy 1114

246

352
Procurement 64

1470

610
Preject delivery and claims
managemnen

1128
Total:

Medupi Penalty Provision; Geographical expansion of Medupt slockpile to
accommadale an additional $0.4 MT of coal

Sudar Rai siding; Supplier to instali rad siding which will save R415mp.a.
from Feb 2018,

CP NOC - Increase volumes from 2.918Tto 3.62MYin FY17

Boiler service: Renegotiate condract- Prica, Produclivity & Quality levers

Inveniory; 1. Gansel unnecessary PR/IPOs and reroule where possiale -
FY16/17 (Spend Contrel Tewer — Inventory Spend)

Liquid Fusls - Fuel Oils: Reduce fuel o consumption by tackiing rool sauses
Boller New Dalivery Modal: Medupi U3 to U1

Boiler pew defivery model; Kusite unit 2 - & inltlative agreement

1311

415

67

500

385

2,291

1.500

7,043
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EXTRACT FROM MINUTES OF THE ESKOM BOARD TENDER COMMITTEE MEETING HELD AT
THE HUVO NKULU BOARDROON! ON 08 FEBRUARY 2017 AT 09H00

STRICTLY CONFIDENTIAL

5.4 Master Services Agreement (MSA) with McKinsey

The GCS and Mr Prish Govender joined the meeting for purposes of this discussion. No submission
was tabled.

A brief overview of the matter was given to the Committee. It was noted that in the last submission
presented to the Board on this matter, it had been stated that as a result of the termination of the MSA
with McKinsey, Eskom had to settle at a negotiated amount. There was an outstanding payment of
R800m that was theoretically due to McKinsey as part of the contract. Mr Govender reported that
Eskom had, through an external process, interrogated the contract and the payments made and that,
in line with the recommendations from the external verifier and as a resuit of the negotiation process,
Eskom had settied at a value of R460m with McKinsey in terms of all outstanding payments. After
paying the R460m and concluding a Termination Agreement, Eskom would then be in a position to
close the matter.

It was confirmed that if the contract rate had been applied to the settlement then Eskom would have
been liable for a payment of R2.8bn. This had now been negotiated down to R1.4bn in terms of all
payments made thus far. It was furthermore confirmed that McKinsey had created R30bn in
quantifiable value and that this amount had alsc been externally verified. The GCS added that the
conclusion of a formal Termination Agreement had been agreed to as per the recommendation
received from the auditors.

In response to a question from the Chair, it was confirmed that all sub-contractors to McKinsey would
be paid from the R460m to be paid by Eskom.

ITWAS RESOLVED THAT:

54.1 the feedback on the settlement reached with McKinsey and the payment of R460m by Eskom
as part thereof in full and final settlement of all claims in terms of the Master Service Agreement
be noted and supported by the Board Tender Commitiee.” ’

CERTIFIED AS A TRUE EXTRACT
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GROUP COMPANY SECRETARY

Date: &alg‘ A1
Page 1 of 1

Board Tender Committee
2017-02-08

Strictly confidential @4?0
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MEMORANDUM
To: Anoj Singh (Group Chief Financial Officer)
From : Molefi Nkhabu — Senior General Manager {(Assurance and Forensic)

SUBJECT: TOP ENGINEERS PROGRAMME REVIEW

1.  INTRODUCTION

Acceding to a request from the Chief Financial Officer (CFO), Assurance and Farensic {A&F)
conducted a review of the procurement process followed in awarding the contract to McKinsey
& Co {McKinsey) for the development of the current Top Engineers Programme into an Internal
Consulting Unit including the cancellation of the contract and the related payments, and hereby
report in this regard.

This review does not constitute an audit but an advisory review for the consumption of the CFO
and other Executives according fo the sole discretion of the CFO. Because of the nature of the
review, we will only be providing limited assurance. Had we performed additional procedures or
had we performed an audit, other matters might have come to our attention that would have
been reported to you.

2. OBJECTIVE AND SCOPE:
2.1 Objective
The objective of the review was to determine whether or not:

a) Procurement process followed by Eskom fo appoint McKinsey complied with applicable
Eskom policies, procedures and processes and the National Treasury guidelines,
instructions and practice notes;

b) The contracting with McKinsey followed the Eskom policies, procedures and processes
and the National Treasury guidelines, instructions and practice notes;

¢) The contract cancellation between Mckinsey and Eskom complied with all internal
governance processes, policies and procedures ; and

d) The paymenis were made in accordance with the contract ferms and conditions as
amended.

2.2 Scope

Based on A&F’s understanding of the requirements and the request received, our scope was
limited to the matters included in the objective above. Our review was from the receipt of the
proposal (April 2015) to the partial settlement date (August 2016).

The review of the value achieved from the initiatives under the Top Engineers Programme
amounting to R18.6bn and the related benefit due to Mckinsey in terms of original and cancelied
agreement have been specifically excluded in our scope as these form part of a different review
by the external party appointed by Eskom.

Assurance and Forensic Department

Megawatt Park Maxwell Drive Sunninghill Sandton

PO Box 1091 Johannesburg 2000 SA

Tel +27 11 800 5300 Fax +27 11 800 2028 www.eskom.co.za 2

S /7

Eskom Holdings SOC Ltd Reg No 2002/015527/30
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3. BACKGROUND

Timelines as per the documents reviewed,

. Approval to Feedback on the

Mandate to

Need for Top

¢ Feedback on Service Level

Engineers for negotiate with 1 negotiations with Agreement with || cancel McKinsey settlement process
consulting McKinsey i MeKinsey McKinsey signed | risk based and settlement
identified by approved by . provided to : process obtained approval obtained
management EXCQOPS and -1 EXCOPS and i framBTC from BTG
BTC .+ BTC. Approval :
'i oblained from
i EXCOPS and
:i BTC.

As per the background provided in the EXCOPS submission of 22 June 2015 and BTC (Special
meeting in June 2015). The Top Engineers Programme was launched in November 2012, as a
Small Business Development and Localization (SD&L) requirement for McKinsey on the
extended outage contract. The first cohort began their training in February 2013 and graduated
in March 2014. The second cohort had completed their training and expected to graduate in
June 2015. The aim of the programme was {o develop engineers into consultants at an
associate level within 12 months.

Internal capability to conduct short-duration and high impact projects that would ordinarily be
outsourced to a management consulting firm is the expected benefit that Eskom will derive from
the project.

It was anticipated that Eskom will save at least R500m of the total of R1bn that the company
spends per year on external consultants when the Top Engineers consuiting unit is fully
capacitated within Eskom. Given Eskom’s financial situation at the time, the amount needed to
be reduced to an absolute minimum as soon as possible. The manner in which to achieve the
farget was to build up capacity internally. The Top Engineers consulting unit was a vehicle
proposed for that purpose.

3.1  Approval - Mandate fo Negotiate: Submission to EXCOPS (22 June 2015} and BTC
(Special meeting in June 2015)

Management requested the approval of the mandate fo negotiate with McKinsey to develop the
current Top Engineers programme into an internal Consulting Unit that can provide world class
management consulting services capable of resolving emerging company wide risks by driving
savings and unlocking cash.

This was subject to conditions which included the foilowing amongst others:

a) The contract value of R0.00 as this inifiative was self-funding. Constulting fees, expenses
and performance incentives to be paid out of realised savings to a maximum of 12% per
project with and exit period of 12 months from start of contract if no benefits are realised.

It was proposed that McKinsey be chosen as a Sirategic Partner for the development of the new
Eskom Internal Consulting Unit. McKinsey was selected as a sole source for the following
reasons:
a) McKinsey developed the original Top Engineers Frogramme and has the intellectual
property in the design of the pregramme that Eskom cannot recreate.
b} MeKinsey is the only leading global consulting firm capable of delivering this world class
knowledge in South Africa,

>y
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Regarding the use of negotiations without pricr tendering, the following reason was cited:

"Assets, good or services being procured under a new coniract/project is a repetition of
simifariidentical assefs., goods or services procured against conlracts that form part of a
programmelproject for which an initial contract was awarded wusing the fendering
procedures, and where Eskom indicafed, in the notice of infended procurement or in the
enquiry or tender documents for the initial procurement of the goodsl/services, that further
conlracts may be awarded using the negotiated contracting procedures”

The EXCOPS and BTC having considered the request, then approved.

3.2 Feedback — Negotiated outcome: Submission to EXCOPS (08 October 2015) and
BTC (22 October 2015)

Management requested the acceptance of the feedback on the negofiations with McKinsey,
ratification of the minor differences between the negofiated outcomes and the approved
mandate parameters and also the noting of the negotiated conditions which included the
following amongst others:

a) That the contract be based on the R0.00 value and the self-funding principle.

b) That down payments, in lieu of the project set-up costs and consulting fees at the total
value of R475m be paid when they fall due after commencement of each value package.

¢} That McKinsey bank guarantee be issued to Eskom as security for the down payment.

d) Payments trigger points regime be between implementation Level 3 and 4 and payments
on once-off and recurring benefits be at 10.8% and 10.5% of projected savings
respectively, and recurring benefits for impact calculation and for payment purposes is
limited to 3 years.

e) To contract using a Service Level Agreement {SLA) format of contracting with its
associated conditions,

The EXCOPS and BTC having considered the request then approved.
3.3 Signing: Service Level Agreement 07 January 2016

In January 2016 a contract using an SLA format being the Service Level Agreement between
Eskom and McKinsey was signed.

3.4 Approval of Cancellation Process: Submission to BTC (09 June 2016)
Management requested the BTC to grant the following:

a) Approval to cancel McKinsey risk based process;

b) Allow all costs to be negotiated and finalised, to be approved by the relevant tender
committee; and

¢) Approval for activities to be re-directed to existing contracts where appropriate, with
incorporation of similar SDL objectives and the option of contracting on risk based
approach.

The BTC having considered the request then approved.
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3.5 Approval of Settlement Process: Submission to BTC (08 August 2016)
Management requested BTC to note the following:

a. That to date the initiatives under the TOP Consultant Programme have achieved more
than R18.6bn of annualised impact for Eskom.

b. Applying the termination and setflement clauses within the MSA, Eskom may need to
pay up to R2.84bn (inclusive of payment to the BBBEE partner) for the values achieved
to date.

Management further requested the BTC to approve the following:

a) An already negofiated lower seftlement value of R1.8bn (inclusive of payment to the
BBBEE partner)

b) The R1.8bn settlement negotiated will consist of the initial cash payment of R800m to
cover the utilisation of the consultant’s resources to date.

c) The current consultant have made an offer fo reinvest the risk premium {R1bn) from the
settlement to cater for the following:

i. A transition period of six months whilst Eskom transfers outstanding work beyond
6 months and any new initiatives to another contracting mechanism. During this
period Eskom would reimburse the consultant on a rates basis. It is proposed
that the new contracting mechanism should cater for a risk based approach on
the same T&Cs negotiated with the current consultant as far as possible. Where
not' possible a standard rates based approach would be adopted.

ii.  Any future work on new saving initiative or any other activities that Eskom may
require from a management consultancy and financial advisory perspective that
the consultant has been awarded through the appropriate procurement process.

d) If the total risk premium is not paid to the consultant through C above, the balance will
be redeemable by the consultant after a three year period,

e) The Group CE and group CFO and Group Executive Generation and Technology are
authorised to negotiate more favourable terms and conditions to the settlement process.

The BTC having considered the request then approved.

As per the submission, the cancellation emanated from an audit finding emanating from a
related contract awarded on a sole source.
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4. RESULTS OF THE REVIEW
4.1 PROCUREMENT: SOURCING STRATEGY

a) Review Objective
Did the procurement process followed by Eskom to appoint McKinsey comply with
applicable Eskom policies, procedures and processes and the National Treasury guidelines,
instructions and practice notes?

b) Criteria
The following are the requirements from the relevant compliance documents:

~
Eskom’'s Procurement and Supply Chain Management Procedure {32-1034)

Paragraph 3.5.1 (i): The following are the number of ways in which a supplier may be justified as a
sole source:

True Sole Source (Monopaly)

Installed Base [Original Equipment Manufacturer (OEM})]

Incompatible Material

Established (On-site) Supplier - At times, additional works or services nof forming part of the
initial contract become necessary in order to complete the plant, system or struciure. If
separating the additional works | services from the original confract will be difficult for
technical or economic reasons andior the separation will cause significant cost or time
consfraints to Eskom, a valid sole source mofivation exists.

h -~
-~ ~

National Treasury Supply Chain fanagement Practice Note Number SCM 3 of 2003

ap o

Paragraph 9.2: Various approaches may be followed in selecting consulfants. Quality and Cost
based selection if recommended. However other oplions are:

Qualily Based selection

Election under fixed budget

Least cost selection

Single Source Selection — This option may be appropriate only if it represent a clear

advantage over competition:

- For tasks that represent a natural confinuation of previous work carried out by the firm
(initial RFP fo outiine this prospect)

- Where a rapid selection is essential (e.g. emergency operation)

- For very smalf assignments; or

- When only one firm is qualified or has experience of exceptional worth for the

assignrment
AN S/

c)} Analysis of facts based on review of the process followed by Eskom

ap oo

The provision, on the Scle Source Justification form (dated 18 May 2015), indicating which
option of sole source was applicable, i.e. True Sole Source (Monopoly), Installed Base
[Original Equipment Manufacturer (OEM)]; Incompatible Material; Established (On-site)
Supplier was left biank.

The motivation provided on the form to motivate for the Sole Source was as follows:

- McKinsey deveioped the original Top Engineers Programme and has the intellectual
property in the design of the programme that Eskom cannot recreate.

- McKinsey is the only leading global consulting firm capable of delivering this world
call knowledge in South Africa.

- Eskom has completed most of its management consulting projects with Mckinsey

s
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support, giving McKinsey insight into the business, culture, processes and people of
Eskom. This infrinsic insight cannot be offered by any other consultancy.

On the submission made to EXCOPS and BTC in June 2015 the following reason was used
for the negotiations without prior tendering:

“Assets, good or services being procured under a new contractiproject is a repetition of similariidentical assels.,
goods or services procured against contracts thal form part of a programmelproject for which an initial contract
was awarded using the tendering procedures, and where Eskom indicated, in the notice of intended procurement
or in the enquiry or tender documents for the inilial procurement of the goods/services, that further contacts may
be awarded using the negotiated contracting procedures”

Although not specific, it could be inferred that Eskom chose the Established (On-site)
Supplier option.

d) Compliance assessment

Reguirement Results

Eskom's Procurement and Supply Chain Management Procedure (32- P Appointment complied with

1034) oW Single Source Selection

Paragraph 3.5.1 (): The following are the number of ways in which a on the basis of Mckinsey

supplier may be justified as a sole source: being an established (on-
a. True Soie Source (Monopoly) site} supplier since they
b, Installed Base [Original Equipment Manufacturer (OEM)] developed the Top
¢, Incompatible Material Engineers Programme as
d. Established (On-site} Supplier - Al limes, additional works or part of the extended

services not forming part of the initial contract become necessary outage confract.

in order fo complete the plant, system or structure. If separating
the additional works | services from the original contract will be
difficult for technical or economic reasons andfor the separation
will cause significant cost or time consiraints to Eskom, a valid
sole source motivation exists.
The services required are for construction andfor engineering
services where there is a proven monetary and project mifestone
benefit to refaining an existing {on-site} contracior to carry out an
additional scope of work.

Additional Requirements from Eskom’s Procurement and Supply Chain Management Procedure (32-1034)

Paragraph 3.5.1 (i)

The following steps must be folfowed when a sole source supplier is identified:

a. The cross-functional team led by the Procurement Practitioner, Satisfactory.
developing the commercial stralegy arrives at the conclusion “%g’
tdeduction that a sole source supplier situation exists.

b. The sirategy indicating a sole source supplier situation must be s Satisfactory.

compited on the Commercial Strategy Approval lempiate and ‘gf
approved by the line manager of the Procurement Practilioner or
the relevant Delegated Approval Authorify, based on the strategy
delegations sefoul in 3.1.7 herein.

¢. \Where the sole source is an Original Equipment Manufacturer | N/A Not applicable.
(OEM) or a sole distributor of the OEM, who provides spare parts
fo Eskom, the cross-functional team must determine whether fo
proceed directly to negoliations or whether to foliow an enquiry
process. It is not permissible to request a quotation fproposal from
a sole source supplier without first presenting the mandafe
requast to the Delegated Approval Authority, as Eskom
employees (including Procurement Practitioners}) are not
permifted to engage with suppliers in negotiations without a formal
mandate from a Delegated Approval Authorily.

d.  After approval of the commercial strafegy, the Procurement Satisfactory.
Practitioner, fogether with the cross functional team, must “@f
complete a Commercial Transaction Approval Form requesting a
mandate fo negotiale from the Delegated Approval Authority. The
approval of the commercial strategy and the reguest for a
mandate to negoliate may be handled together by the Delegated
Approval Authority.

e. A formal supporting motivation for use of the supplier as a sole & Satisfactory.
source rust be provided by the End- User and approved by | <
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Requirement

Results

hisfher designated E-band Manager, who is responsible for the
technical and operational infegrity of the assels, goods or services
required, This motivation is set ouf within a Sole Source
Justification Form which must be duly signed and validated by all
required signatories and which must accompany the Commercial
Transaction Approval Form for approval by the Delegated
Approval Authority.

Frior research info the prices needs to be conducted by the cross-
functional team in order to determine a real and aspiration base
for negotiations on price, and any other paramelers which may
become a negotiation objective, forming part of the mandate
request.

N/A

Not  applicable. The
coplract was RO.0 based
and the consultant was to
be paid a rate based on
the savings realised.

The Procurement Practitioner and End-User, together with any
other members of the cross funclional team present the
Commercial Transaction Approval Form, together with the signed
Sole Source Justification Form to the refevant Delegated Approval
Authority for approval,

Satisfactory.

Once the mandate is approved, the Procurement Praclitioner
efther proceeds directly with negotiations or prepares a Request
for a Quotation | Proposal, based on the approved mandate, and
in consuiltation with the cross-functional team, and then issues the
enquiry to the sole supplier for a quotelproposal. The offer
lquotation is requested and submitted in the same way as for an
informnal tender up to R5m, and processed in the same way as a
formal tender if greater than R5m. The cross-functional team then
develops and plans their strategy for negotiation based on the
Supplier's proposal | quotation.

Satisfactory.

in order to proceed with negotiations, the Procurement
Practitioner arranges a venue, invites the relevant supplier and
the negotiation team as per the approved mandate, formulates an
agenda and ensures that minutes of the negotiations are recorded
in writing.

A

¥

Safisfactory.

The lead negotiator, as assigned by the Delegated Approval
Authority granting the mandate, will lead the negotiations and
ensure that all mandaled parameters are discussed and agreed
upon, After each session of negotiations, the supplier and Eskom
sign off the recorded minufes, as proof of what has been agreed
to and what remains outstanding for resolution.

«%fi;

Summaries of negotiation
results {minutes) are in
place, these are howaver
not signed by either party.

The Group Commercial Finance Department (within Group
Commercial Business Enablement) or & sie-based Finance
Business Partner representative must form part of the negoliation
team for the evaluation of any prices offered for contracts less
than R300m. Should the offered price comprise foreign currency
of more than USD 1 milfion, or the equivalent thereof, then BEAST
from FPS must form part of the negotiation team to render advice
and validate that the negaotiated price is financially acceptable.

N/A

Not applicable,

Should negotiations notf transpire as per the negotiation strategy
or where negofiations result In falling to achieve the required
mandate, the lead negotiator must seek advice from the assigned
negotiation controller who must advise and direct the negotiation
team toward resolution of the issues or toward an alternative
negoftiation stralegy.

N/A

Not applicable.

if the oulcome of the negotiations is within the ambit of the
approved mandate paramefers, the Procurement Practitioner
submits feedback of negofiations against the refevant section of
the Comrercial Transaction Approval Form to the Delegated
Approval Authority outfining the resulls of the negotiations against
the mandate paramelers.

o
4

k!

Satisfactory.

if the outcome of negotiations is oufside the mandated
paramelers, the Procurement Practifioner, in consultation with the
negotiation team [cross-functional team may request an approval
of a negotiated outcome, a revised mandale or may request
cancellation of the fransaclion from the Delegated Approval
Authority.

#
a%{”m%‘)

Satisfactory.

Where the Delegated Approval Authority grants approval to
proceed with contract finalisation, the Procurement Practifioner in
consultation with the cross-functional team prepares the contract
documents and arranges for the signing thereof,

Satisfactory.
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Reguirement Resuits
p. The Procurement Practitioner ensures that all relevant documents Satisfactory.
are filed for audit purposes. ”*%f
National Treasury Supply Chain Management Practice Note Number re Appointment complied with
SCM 3 of 2003 W Single Source Selection
on the basis of Mckinsey
Paragraph 9.2: Various approaches may be followed in selecting having  experience  of
consultants. Quality and Cost based seleclion if recommended. However exceplional worth for the
other options are: assignment.
a. Quality Based selection This is based on the
b.  Election under fixed budget original Top Engineers
¢. Least cost selection Programme they
d. Single Source Sefection — This option may be appropriale only if developed as part of the
it represent a clear advantage over compelition: extended oufage confract.
- For tasks that represent a_natural continuation of previous
work carried ouf by the firm (initial RFP fo outline this
prospect)
- Where a rapid selection is essential (e.g. emergency
operalion)
- Forvery small assignments; or
- When only one firm is qualified or has experience of
exceptional worth for the assignment

&) Conclusion

The procurement process followed by Eskom fo appoint McKinsey complied with applicable
Eskom policies, procedures and processes and the National Treasury guidelines, instructions
and practice notes.
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4.2 CONTRACTING

a) Review Objective
Did the contracting with McKinsey follow the Eskom policies, procedures and processes and
the National Treasury guidelines, instructions and pracfice notes?

b) Criteria
The following are the requirements for the relevant compliance documents:

. ~
Eskom's Procurement and Supply Chain Management Procedure (32-1034)

Paragraph 3.2.10: Eskom-approved sfandard forms of contract and conditions of contract are used
for placing all orders or confracts. The New Engineering Contract (NEC) suite of confracts, the FIDIC
suite of conlracts and selected Eskom in-house coniracts are used as conditions of purchase in
Eskom. The Procuremen! Practitioner in consultation with the cross-funclional team, where
applicable, selecis the appropriate coniract fo best mitigaie the risks of the procurement as part of
the approved strategy and such selection is confirmed prior fo the issue of the fender. Where there is
no suitable standard form of contract or & Supplier proposes use of its own standard confract, the
Procurement Practitioner may request Eskom Legal Department fo Draff a special contract; or
approve the Supplier's standard contract.

- vy

. ™
National Treasury Supply Chain Management Practice Note Number SCM 3 of 2003

Types of contract as per the praclice note:

a. Lump Sum (Firm Fixed Price) coniract

b. Time-Based Confract

¢. Relainer and or Contingency (Success) Fee Contract — the remuneration of the
consultant includes a retainer and a success fee, the fatfer being normally expressed
as a percentage.

d. Percentage Contract

e. Indefinite Delivery Confract (Price Agreement)

S~ vy
National Treasury Instruction 01 of 201312014 \
Para. 4.1 Consuftanis may only be remunerated al the rates:

a. Defermined in the “Guidelines for fees”, issued by the South African Institufe of Chartered
Accountants;

b. Set out in the “Guide on hourly Fee Rates for Consulftants™, by the Department of Public
Services and Administration; or

¢. Prescribed by the body regulating the profession of the consuiltant.

Request for deviations from the paragraphs conltained on the Treasury Insiruction may be
considered in terms of Section 79 of PEMA. All written requests for deviations must be forwarded to
the Direction General (National freasury). Request for deviafions in terms of Section 79 of PFMA
shall only be considered after the Presidency has been consulted on the request and has consented

fo the deviation.
\ /

10
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c) Analysis of facts based on review of the process followed by Eskom

Eskom and McKinsey entered into a risk contract where McKinsey's consulting fees,
expenses and performance incentives were to be paid out of realised savings to a maximum
specified percentage. This is in line with the National Treasury Supply Chain Management
Practice Note Number SCM 3 of 2003, which allows this type of contracting.

It is worth noting that National Treasury Instruction 01 of 2013/2014 gave guidance on rates
to be used in respect of consultancy fees that are time based (input based). However,
guidance on how to deal with consultants that are output based in terms of payments such
as, "percentage contract” and “success fee contract” was not provided in the instruction. At
the same time National Treasury did not officially withdraw the use of “output based”
contracting with consultants as approved in their Practice Note Number SCM 3 of 2003.

The purpose of National Treasury Instruction 01 of 2013/2014 was clear that it was for cost
containment however it is not apparent why NT opted to provide guidance on input based
contracts and not on output based confracting with consultants. This is probably because
with regard to input based contracts, payments are made irrespective of the outcome while
with regard to output based contracts there is a direct link between payments and benefits
realised. In the absence of guidance on rates to be used for output based contracts and
none withdrawal of output based contracting, it could only be assumed that institutions were*
allowed to negotiate their own rates in the event of output based contracts such as success
based contracting. Qur conclusion is based on the above assessment and should it be
found to be legally, incorrect, our conclusion will be amended accordingly.

Eskom engaged the National Treasury on the principles of Practice note 3 of 2003 and the
National Treasury confirmed that Practice note 3 of 2003 is still applicable until replaced with
new instructions after the promulgation of the new Treasury Regulations.

Management presented to BTC in October 2015 to reguest for noting, the negotiations
conditions with McKinsey where it was agreed to contract using the SLA format of
contracting. The BTC further resolved that the Group Executive for Technology and
Commercial was authorised to sign all agreements.

The agreement entered between Eskom and McKinsey was in a form of a Service Level
Agreement. The SLA was signed in January 2016 by the Eskom Chief Procurement Officer
(Acting) in his delegated authority as Group Executive for Technology and Commercial and
the McKinsey representative.

11
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d) Compliance assessment

Reguirement Results

Eskom Procurement and Supply Chain Management | N/A The payment terms included on the
Procedure (32-1034) stipulates that advance payments are nof SLA with McKinsey required Eskom
encouraged and may be considered in cases where the Supplier to make the mobilisalionfinitiation
will have to make a big capital outlay before starting with the payments to McKinsey in six (6)
contract. This may be necessary when assets or goods are to be equal monthly instalments with effect
ordered and paid for and where assets or goods have a long from the effective date.

lead time or where manufacturing slots need to be hooked and The down payments were nol made
paid for well in advance of the goods being delivered. to McKinsey by Eskom.

National Treasury Supply Chain Management Practice Nofe g Satisfactory.

Number SCM 3 of 2003 3

Types of confract as per the practice note:

a. Lump Sum (Firm Fixed Price} contract

6. Time-Based Contract

¢. Retainer and or Contingency (Success) Fee Contract —
the remuneration of the consultant includes a retainer
and a success fee, the latter being normally expressed
as a percentage.

d. Percentage Confract

e. Indefinite Delivery Coniract (Price Agreement)

National Treasury Instruction 01 of 2013{2014 N/A Not applicable.
Para. 4.1 Consuftants may only be remunerated at the rales:

a. Determined in the “Guidelines for fees”, issued by the
South African Institute of Chartered Accountants,

b. Set ouf in the "Guide on hourly Fee Rates for
Consultants’, by the Department of Public Services and
Administration,; or

¢.  Prescribed by the body regulating the profession of the
consuitant.

Request for deviations from the paragraphs contained on the
Treasury Instruction may be considered in terms of Section 79 of
PFMA. All written requests for deviations must be forwarded lo
the Direction General (National treasury). Request for deviations
in terms of Section 79 of PFMA shall only be considered after
the Presidency has been consufted on the request and has
consented fo the deviation.

e) Conclusjon

The contracting with McKinsey followed the Eskom policies, procedures and processes and the
National Treasury guidelines, instructions and practice notes.
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4.3 CONTRACT CANCELLATION

a) Review Objective
Did the confract cancellation between Mckinsey and Eskom comply with all internal
governance processes, policies and procedures?

b} Criteria
The following are the requirements for the relevant compliance documents:

e
Eskom’s Procurement and Supply Chain Management Procedure (32-1034)

Paragraph 3.6.8: A contract may be terminated for many reasons, including a breach of contract, a
legal dispute, supplier reconsideration, change of a suppfier, etc. A contract may only be ferminated
strictly in accordance with the fermination clauses and reasons for lermination as contained in the
confract.

. o

-
National Treasury Practice Note dated 21 July 2010 title “"Government Procurement: General
Conditions of Contract,”

Paragraph 18.1: No variation in or modification of the terms of the corifract shall be made except by
wriffen agreement signed by both parlies.

N Y

c) Analysis of facts based on review of the process followed by Eskom

Submission to BTC {09 June 2016)
Management requested the BTC to grant the following:

d} Approval to cancel McKinsey risk based process;

e} Allow all costs to be negotiated and finalised, to be approved by the relevant fender
committee; and

f) Approval for activities fo be re-directed to existing contracts where appropriate, with
incorporation of similar SDI. objectives and the option of contracting on risk based
approach.

The BTC having considered the request then approved.
Submission to BTC (08 August 2016)
Management requested BTC to note the following:

c. That to date the initiatives under the TOP Consultant Programme have achieved more
than R18.6bn of annualised impact for Eskom.

d. Applying the termination and settlement clauses within the MSA, Eskom may need fo
pay up to R2.84bn (inclusive of payment to the BBBEE partner) for the values
achieved to date.

Management further requested the BTC to approve the following:

f) An already negotiated lower settlement value of R1.8bn (inclusive of payment to the
BBBEE partner)

g} The R1.8bn settlement negotiates will consist of the initial cash payment of R800m to
cover the uiilisation of the consultant’s resources to date.

13
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h) The current consultant have made an offer to reinvest the risk premium (R1bn) from
the settlement to cater for the following:

ii. A transition period of six months whilst Eskom transfers outstanding work
beyond 6 months and any new initiatives to another contracting mechanism.
During this peried Eskom would reimburse the consultant on a rates basis. Itis
proposed that the new contracting mechanism should cater for a risk based
approach on the same T&Cs negotiated with the current consultant as far as
possible. Where not possible a standard rates based approach would be
adopted.

iv.  Any future work on new saving initiative or any other activities that Eskom may
require from a management consultancy and financial advisory perspective
that the consultant has been awarded through the appropriate procurement
process.

i) If the total risk premium is not paid to the consultant through C above, the balance will
be redeemable by the consultant after a three-year period.

j} The Group CE and group CFO and Group Executive Generation and Technology are
authorised to negotiate more favourable terms and conditions to the setftlement
process.

The BTC having considered the request then approved.

At the BTC meeting in June 2016 management indicated to the BTC that Eskom is still in the
process of concluding the contract. This statement from management appears to be incorrect
as an SLA had already been signed by Eskom and McKinsey in January 2016.

An S|LA way of contracting was selected.

As per the minutes of the BTC meeting dated 21 June 2016, where the contract cancellation
and cancellation conditions were discussed, it is apparent that the contract will continue to
exist if the cancellation conditions are not met.

Further, Mckinsey have made an offer to reinvest the risk premium (which is the balance of
R1bn) from the seftiement to cater for the transition period of six months whilst Eskom
transfers outstanding work beyond 6 months and any new initiatives to another contracting
mechanism. During this period Eskom would reimburse the consultant on a rates
basis, Where if the total risk premium is not fully paid to the consultant the balance will be
redeemable by the consultant after a three-year period.

The cancellation emanated from an audit finding emanating from a related contract awarded
on a sole source.

d) Compliance assessment

1 Requirement Results

Eskom's Procurement and Supply Chain Management | NIA We could not defermine whether the

Procedure {32-1034} contract  was terminated  in
accordance with the termination

Paragraph 3.6.9: A coniract may be terminated for many clauses as contained in the contract

reasocns, including a breach of confract, a legal dispule, supplier or whether it was in fact terminated at

reconsideration, change of a supplier, etc. A contract may only all.

be terminated strictly in accordance with the terminafion clauses

and reasons for termination as contained in the contract, A&F could not be provided with
evidence {minutes of the meeting or

National Treasury Pracfice Note dated 21 July 2010 fitle | NIA signed addendum fo the contract)

“Government Procurement: General Conditions of that McKinsey agreed to the ferms of

Conftract,” the cancellation as stipulated in the
submission to BTC.

Paragraph 18.1: No variation in or modification of the terms of

the contract shall be made except by written agreement signed

by both pariies.

14
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e) Conclusion

We could not determine whether the contract was terminated in accordance with the termination
clauses as contained in the confract or whether it was in fact terminated at all.
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4.4 CONTRACT PAYMENTS

a) Review Objective
Were the payments made in accordance with the confract terms and conditions as
amended?

b) Criteria

The following are the requirements relevant for compliance:

Payments to the supplier must be made in accordance wilth the contract terms or the related
cancelfations conditions thereof.

c) Analysis of facts based on review of the process followed by Eskom:

As per the SLA, Eskom was to make the following mobilisation/finitiation payments to
MeKinsey in six (6) equal monthly instaiments with effect from the effective date:

. Procurement Work Package R50m

. Claim Management Work Package R100m

. Generation Work Package R340m

. Primary Energy Work Package R75m

. Other Work Package Amount agreed between parties.

The impact amounts which are based on savings achieved were to be calculated monthly and
deducted from the down payments paid to McKinsey. McKinsey was only required {o invoice
Eskom where the impact amounts exceeded the down payments,

Eskom did not make any down payments as stipulated on the SLA with McKinsey. No
invoices were also received from McKinsey te bill Eskom.

The following payments were made fo McKinsey and the BBBEE partner apparently in terms
of the settlement reached with McKinsey as indicated in the submission to BTC:

» McKinsey - R680 524 879 (incl VAT) paid on 15 August 2016.
» BBBEE partner (Trillian Management Consulting) — R235 470 534 (incl VAT) paid
on 12 August 2016.

Other than the minutes of the BTC and verbal confirmation from management, evidence that,
McKinsey is agreed to the terms of the cancelation and settlement, does not exists.

d) Conclusion
We could not conclude on whether the payments made were in accordance with the settlement

terms between Eskom and McKinsey as no written settlement agreement signed by both parties
was presented.

16
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5. CONCLUSION
Based on the review conducted, A&F hereby concludes as follows:

s The procurement process followed by Eskom to appoint McKinsey complied with
applicable Eskom policies, procedures and processes and the National Treasury
guidelines, instructions and practice notes.

» The contracting with McKinsey followed the Eskom policies, procedures and
processes and the National Treasury guidelines, instructions and practice notes,

*  We could not determine whether the contract was terminated in accordance with the
termination clauses as contained in the contract or was in fact terminated at all.

* We could not conclude on whether the payments made were in accordance with the
settlement terms between Eskom and McKinsey as no written setflement agreement
signed by both parties was presented.

6. Management comments

s The settiement agreement will be established between the parties and the payments
to date will be dealt with on the basis of that agreement. A Board mandate will be
requested for the same.

* The request to Board was to have the contract with McKinsey terminated and the
work be put back info the panel of Strategic Management for all panel members to
tender for it.

Molefi Nkhabu — Senior General Manager
Assurance and Forensic

17
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From:

Sent:

To:

Subject:
Attachments:

Hi Suzanne

Prish Govender

Meonday, 05 December 2016 05:26

Suzanne Daniels

Mckinsey Risk Based Contract Documents

January 2016 _ MSA Signed Contract.pdf; ATT00001.htm; 20160628_McK Response
to Letter Dated 24 June_mah.pdf, ATTO0002.htm; Trillian Letter - Payment.pdf;
ATTO0003.htm

Please find attached the above for review. | am on leave today, driving up from Durbs. We can chat later on

cellphone,
Prish Govender

Begin forwarded message:

From: Mary Anne Hendricks <HendriMA@ eskom.co.za>
Date: 05 December 2016 at 07:18:42 SAST
To: Prish Govender <GovendPri@eskom.co.za>

Subject: Payment Letters and Contract

&
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Prish Govender

. R RSN
From: Prish Govender

Sent: 09 December 2016 12:39 PM

To: Suzanne Daniels; Edwin Mabelane

Cc Charles Kalima

Subject: McKinsey MSA Board Submission

Attachments: Feedback 2 to BTC MSA Settlement 13122016.doox; ATTO000L.htm; 20161208

_Appendix B Oliver Wyman Supplier Review_Preliminary Review_v4.docx; ATT00002.htm

Hi Suzanne

Please see attached submission for your input. I have also attached external review. Charles will provide audit
report. We have also checked the template with Matabane.

Prish Govender

Begin forwarded message:

From: Mary Anne Hendricks <HendriMA{@eskom.co.za>

Date: 09 December 2016 at 12:22:41 SAST

To: Prish Govender <GovendPri@eskom.co.za>

Subject: Emailing: Feedback 2 to BTC MSA Settlement 13122016, 20161208_Appendix B
Oliver Wyman Supplier Review_Preliminary Review_v4

Hi Prish
As Requested

Thanks
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Prish Govender

TR B RS REARN
From: Suzanne Daniels

Sent: 12 December 2016 11:19 AM

To: Prish Govender

Cc Edwin Mabelane

Subject: RE: Final Mck MSA BTC Submission

Attachments: Feedback 2 to BTC MSA Settlement 13122016 Final.docx

Importance: High

From: Prish Govender

Sent: Monday, 12 December 2016 10:49 AM
To: Suzanne Daniels <DanielSM @ eskom.co.za>
Cc: Edwin Mabelane <MabelaET@eskom.co.za>
Subject: Final Mck MSA BTC Submission

Hi Suzanne,
Changes incorporated as discussed.

Regards
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EXECUTIVE SUMMARY

SUBMISSION TO THE BOARD TENDER COMMITTEE (BTC) ON 13 DECEMBER
2016

1. TITLE OF THE SUBMISSION

Update on McKinsey & Company Top Consultants Programme Master Service
Agreement (MSA) Settlement Process

2. RESOLUTION REQUIRED
The Board Tender Committee approves the following:

21 A mandate to negotiate and conclude the remaining portion of the
settlement up fo R849 million, based on the total value of R1.8 billion
communicated to the Board Tender Committee (BTC) in August 2016,
noting the Legal, Internal Audit and External Benefits review of the
contract. Once the negotiation is complete, the necessary feedback will
be provided to the Board Tender Committee.

2.2 A payment of R134 million to finalise payments up to August 2016 fo
the BBBEE partner that was due as per the work splif agreed with
McKinsey & Company

2.3  That the Acting Group Chief Executive, the Chief Financial Officer and
the Chief Procurement Officer are authorised to negotiate and conclude
the settlement process with McKinsey & Company.

3. BACKGROUND

3.1  The Master Service Agreement (MSA} provides the backbone of the Top
Consultant Programme and describes the intention of the programme,
the governance, the scope and the process to add scope, the payment
logic and the risk-based remuneration scheme as well as the legal terms
and the respective escalation mechanisms

3.2 The termination clauses of the MSA require that the current consultants
are compensated for ideas that have reached Payment Trigger and be
partly compensated for ideas that have been developed and approved to
certain Implementation Levels (“IL Levels”)

3.3  Under the umbrelia of the (MSA), The Top Consultant Programme was
set-up to deliver key Corporate Plan priorities and develop critical skills in
Eskom, including:

1. Increasing the energy availability factor at the power station
fleet, with Majuba serving as the first pilot station
2. Reducing unnecessary external in spend in procurement

Page 1 of 8 ~
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3. Reducing coal cost to or below MYPD3 targets
4, Limiting Medupi and Kusile claims to the figures outlined in
the P50 business case
5, Training and further developing more Top Consultants, with

3.4

3.5

3.6

3.7

3.8

the target of 150 top consultants trained by 2020
6. Requiring the consultant to achieve up to 50% SD&L contract
share with black woman owned and BBEEE companies
McKinsey & Co. has claimed that up to August 2016, the initiatives
under the Top Consultants Programme MSA have achieved more than
R18.6 billion of annualised impact for Eskom.
Applying the Termination and Settlement clauses within the MSA, Eskom
may need to pay up to R2.84 billion (inclusive of payment to the BBBEE
partner), for the value achieved.
An initial lower negotiated lower settlement value of R1.8 billion was
presented to Board Tender Committee in August 2016.
In line with the approval granted by (BTC) in August 2016, an initial
payment of R800 million (inclusive of payment to the BBBEE partner)
was made to the consultant for work done up to August 2016.
In August 2016, the BTC also approved that the Group Chief Executive,
Group Chief Financial Officer and Group Executive Generation and
Technology are authorised to negotiate more favourable terms and
conditions to the settlement process.

4. PROGRESS TO DATE

4.1

4.2

4.3

4.4

4.5

The initial payment of R803.5 million {inclusive of payment to the BBBEE
partner) has been made.
Letter of demand from McKinsey & Co. and the BBBEE partner has been
received claiming outstanding payments up to the R1.8 billion
Management has put into place three review initiatives to assist with
compliance and assurance on the overall process including any further
payments that could be necessary.
An internal audit was conducted on the MSA procurement process.
There were no major findings in the report. The report is aftached as
appendix A.
Oliver Wyman was appointed to conduct a detailed assessment of the
claimed value and payments due upon the cancellation of the MSA. A
preliminary report is attached as appendix B and a final report is due on
15 December 20186. This assessment will be used as guidance for further
negotiation of a final settlement value. Key points from the report can be
summarised as follows:
1. Of the R2,84 billion payment Eskom might have needed to pay
under the termination and settiement clauses of the MSA:

Page20f8
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» R1.05 billion is accounted for by paymenis that are
required under the MSA for early cancellation of
consulting initiatives, despite these payments not having
been approved by the steering committee

* R1.79 billion is accounted for by payments for
consulting initiatives that were approved by the steering
committee {R1.68 billion) payments for the financial
advisory work (R107 million)

2. Of the R1,78 billion:

. R803.5 million has aiready been paid to the Consultant
supplier and the EBBEE partner
3. Based on the invoice from the Consultant supplier and the split of

revenues they have set out, a further payment of R134 million is
due to the BBBEE partner for their contribution to the consulting
work packages

4. The payment of the remaining R849 million could be further
negotiated with the Consultant:

. There appear to be clear-cut reasons to chailenge R380
million of the payments
. The other R469 million seems justified for payment, but

there are reasons to argue that a portion of it should be
delayed rather than paid immediately
5. These findings will be refined over the next week. The final report
from the review will include a summary of lessons learned on the
design of the contract for this type of work, to allow future
contracts ic be tailored to specific project needs.
4.6 Finally a legal review on the process was done by Cliff Dekker Hofmeyr.
The key conclusions are summarised in section 8.

5. FINANCIAL. IMPLICATIONS

5.1 Under the termination and settlement clauses of MSA Eskom may be
liable to pay the current consultants up to R2.84 billion for termination of
contract

5.2 Eskom has already agreed a negotiation position with the Consultants
of R1.8bn.

5.3 R 803.5 million has already been paid to McKinsey & Co. inclusive of
the BBBEE partner portion

54 A payment of R134 million in addition to the R803.5 million paid, is due
to the BBBEE partner, in accordance to the pre-agreed work split with
McKinsey & Co., to settle the initial payment process. The payment has
been verified and supported by Oliver Wyman in the attached report.

5,5 Afinal negotiated value will be communicated o Board and could be
between 0 and R849 million depending on the external benefits review
and legal review.

Page 3 of 8
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6. HUMAN RESOURCE IMPLICATIONS
None
7. RISKS
RISK MITIGATING FACTORS/ LEVEL
ACTIONS (HIGH/MEDIUM/.LO
W)
Loss of value or delay in » |deas in the pipeline High
impact timing caused by moved into new
transition to new vehicle contractiual vehicle to
fimit lost value
s Conclude transferto
new contracting vehicle
within an expedited
timeframe
Terms of new contracting ¢ Apply the same service | Medium

vehicle less favourable than
current MSA in place

conditions as in the

MSA to the new RFP

(e.g. 100% at risk, up to

50% SD&L share, free

work), including:

—~ Maintain the RO
and speed of
delivery of
programme. So as
not to prejudice the
timing or value of
impact to Eskom

-~ Deliver major
sustainability actions
at no additional cost
to Eskom i.e. Top
Consultant
Programme, Top
Buyer in
Procurement

~ Continue developing
further ideas to
capture full value

Page 4 of 8 @7




and activities with external
stakeholders such as:

- Volume and
operations
improvements at cost
plus mines

— Finalising prices and
contracts with key
suppliers in
procurement

—~  Optimising commerdcial
and delivery models —
major contracters at
Kusile and Medupi

new contracting vehicle
within an expected
timeframe

— Allow for transition
period of 6 months with
the current consultants
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RISK MITIGATING FACTORS/ LEVEL
ACTIONS (HIGH/MEDIUM/L.O
W)
available
Risk to 54 Top Consultants * Additional value drivers | High
currently in the Top not to be compromised
Consultant Programme ¢ To be included as
negotiating parameters
for the new coniracting
mechanism
Risk to 40 people from « Additional value drivers | High
Procurement that have been not to be compromised
on-boarded to the 12 month e To be included as
Top Buyer capabiiity building negotiating parameters
programme for the new contracting
mechanism
Risk to foregoing R29 billion — |deas in the pipeline High
in future impact moved into new
contractual vehicle fo
limit lost vaiue
Place strain on relationships —  Conclude transfer to High

8. EXTERNAL LEGAL REVIEW

Cliffe Dekker Hofmeyer was retained to conduct the review and the conclusion is that
Eskom needs to enter into a Termination Agreement with the parties to bring the
matter to finality. This will absolve Eskom from any further liability once the
Termination Agreement is in place.

Page 5of 8
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9. OTHER APPROVALS REQUIRED

None.

10. Appendices

* Appendix A — Eskom Internal Audit Report

¢ Appendix B — Detail Assessment Preliminary Report (Oliver Wyman)

Approved By:

EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

SIGNATURE DATE

Who hereby represents that the above
Information is correct.

Submission Compiled by: Prish Govender

Page6of 8

Contact Number: 0824890467
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CHECKLIST 1

N/A | Yes | No

1. INTERNAL PROCESS

1.1 BUSINESS PLAN
Has the project/issue been included in the business pian?
(If no, information/explanation to be highlighted in X
documentation/ presentation/attachment.)

1.2 BUDGET
If financial approval is required, is the project/matter within the
approved budget? X
{If no, informaticn/explanation to be highlighted in
documentation/ presentation/attachment.)

1.3 HUMAN RESOURCE IMPLICATIONS
Does the project have any HR implications?
(If yes, informationfexplanation to be highlighted in X
documentation/presentation/attachment.)

1.4  FINANCIAL EVALUATION
- Has the projectfissue undergone a financial evaluation?
(Eskom Group Finance) X
- An external review has been performed by Oliver Wyman

1.5 LEGAL/CONTRACTUAL ISSUES
- Are there legal implications?

- Both Corporate Legal and External Legal comments have X

been obtained

1.6 TAXIMPLICATIONS
- Are there tax implications?
- Has corporate tax depariment input been obtained? X
- If so, is the approval sought consistent with the tax input?

1.7 CAPITAL PROJECTS
If the project is of a capital nature the checklist 2 (attached) for X
the evaluation of capital projects should be completed as well.

Page 7 of 8
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1.8 TECHNICAL EVALUATION N/A | Yes | No
- Has the projectfissue undergone a technical evaluation?
{Eskom Group Commercial)
- Has the evaluation been verified? X
- By whom (internally or independent)?

1.9 BLACK ECONOMIC EMPOWERMENT IMPLICATIONS
Does the project have any BEE implications? X

110 EMPLOYMENT EQUITY
Was due consideration given to employment equity in terms of
the following:
- Project team X
- Drafting of submission documentation
- Individual(s) presenting to BOARD

2. ADDITIONAL APPROVALS

21 NERSA
- Is NERSA approval/consultation required?
- if approval or consultation is required, provide details and | X
also highlight the time lines, deadlines, efc.

2.2  PUBLIC FINANCE MANAGEMENT ACT {PFMA)
- Is any PFMA approval required?
2.3 ARE THERE ANY OTHER APPROVALS REQUIRED?
IN PARTICULAR:
- Reserve Bank X
- Competition Commission
- National Treasury

EDWIN MABELANE
CHIEF PROCUREMENT OFFICER

SIGNATURE DATE
Who hereby represents that the above
Information is correct.

Page 8 of 8

%77



ESKOM-14-1473

Prishothman Govender

From: Suzanne Daniels

Sent: Monday, 06 February 2017 08:47

To: Prish Govender

Subject: RE: MSA Settlement Agreement Principles
Importance: High

Thank you, Rishaban will give you a call during the course of today.

From: Prish Govender

Sent: Monday, 06 February 2017 10:45 AM

To: Suzanne Daniels <DanielSM@eskom.co.za>
Subject: MSA Settlement Agreement Principles

Hi s

Please see below as discussed.

From: Calvey, Paul [mailto:Paul.Calvey@oliverwyman.com]
Sent: 03 February 2017 05:11 PM

To: Prish Govender; Mary Anne Hendricks

Cc: Hartmann, Bernhard; De Wit, Maarten

Subject: RE: Principies on contract negotiation

Prish,

As discussed.

Principles / drivers for contract negotiation:

Underlying contract: The termination of the underlying contract is based on the terms agreed in the MSA
between Eskom and the supplier

Approval requirement: Payment by Eskom will be made only for initiatives that were approved and signed
off by the Steering Committee. No payment should be made for initiatives that were not approved by the
Committee

Documentation of initiatives: Any initiative due for payment must have met the necessary payment triggers
and be registered as such in the Wave PMO tool

Payment triggers: Payment focus should be on initiatives that reached at least implementation level 3, 1. e.
are ready for implementation and have a detailed implementation plan with agreed milestones. Selectively
initiatives with a lower implementation level can also be paid if SteerCo Approval has been given

Fair baseline and henchmarks: Payment triggers must be based on a sound and fair baseline and aligned to
industry benchmarks

Proven value contribution: Initiatives must show a positive value contribution to Eskom’s business (revenue
uplift / cost savings)

Procedural issues: Payments for initiatives with identified procedural issues such as a once-off impact vs.
recurring benefits, unclear documentation of benefits or wrongfully applied incentive rates should be
challenged

It should be noted that as a prerequisite to successfully winning the mandate for the TCP project, the supplier was
required to enter into a contract with a BBBEE Partner, including the fair distribution of the contract value. The
failure to put this in place could be grounds for full dissolution of the contract in place, rendering only a time and

materials based payment due to the supplier.

U43-PG-141
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As a result, we see a negotiation strategy that starts by laying the ground conditions by making clear that Eskom
could declare the contract null and invalid, resulting in the requirement to refund the already executed payments.
Eskom could simply offer a time and material payment resulting in a significantly lower figure. Second, Eskom should
demonstrate significant errors in the savings accounting done by the supplier. These can be interpreted as breach of
contract as well.

From: Calvey, Paul

Sent: Friday, February 03, 2017 4:29 PM
To: 'Prish Govender'; 'Mary Anne Hendricks'
Cc: Hartmann, Bernhard; De Wit, Maarten
Subject: Principles on contract negotiation

Prish, Mary-Anne,
Please find below the outlined principles of the agreement based on the work we have conducted.

Eskom conducted an independent technical review of the payment claims arising out of the Top Consulting Project
that the Eskom Board cancelled on 15 July 2016. A separate legal review is being conducted of the contract.

The key findings of the technical review are:
» Of the total potential payment amount of R2,839MM:

- R1,052.5MM is based on payment triggers that were never approved by the Steering Committee and
thus will not be paid

- The remaining R1,786.5MM is based on R1,679.3MM of consulting initiatives that were approved by the
Steering Committee and R107.2MM from the financial advisory work

. Of the R1,786.5MM amount:
- R937.63MM has already been paid to the consultant supplier and the BBBEE partner

- There are clear issues with R387.50MM of the payments identified which will not be paid. (e.g. claims
for recurring payment when it was agreed to be a one off payment, claims for full payment when only a
proportion of payment was signed of, initiatives claimed for that were previously cancelled in Wave)

- The remaining R461.33MM is calculated based on the approved variable impact registered in the project
management tool and is therefore in principle payable. There are further remarks of note on this
amount in the detailed study

It should be noted that as a prerequisite to successfully winning the mandate for the TCP project, the supplier was
required to enter into a contract with a BBBEE Partner, including the fair distribution of the contract value. The
failure to put this in place could be grounds for full dissolution of the contract in place, rendering only a time and
materials based payment due to the supplier.

As a result, we see a negotiation strategy that starts by laying the ground conditions by making clear that Eskom
could declare the contract null and invalid, resulting in the requirement to refund the already executed payments.
Eskom could simply offer a time and material payment resulting in a significantly lower figure, Second, Eskom should
demonstrate significant errors in the savings accounting done by the supplier. These can be interpreted as breach of
contract as well.

Let us know if you require any additional information.

Regards
Paul
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Paul Calvey
Partner- Financial Services

CLIVER WYMAN

South Africa: +27 79097 9787 | Dubai: +971 50715 2884
Paul.Calvey@oliverwyman.com

www.aliverwyman.com

ASSISTANT
Tess Kiernander | tess kiernander@oliverwyman.com

This e-mail and any aliachments may be confidential or legally privileged I you received this message in error o7 ara not the ntended recipent, you shauid
destroy the e-mail message and any attachments or copres, and you are prahibitad from retaming. distributing. disclosing or using any information contained
herein Please inform us of the erronecus dehvery by retum e-maif Thank you for your cooperation
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Prish Govender

I B A SRR S

From: Rishaban Moodley <Rishaban.Mocdley@cdhlegal.com>

Sent: 15 February 2017 06:01 PM

To: Prish Govender; Suzanne Daniels; Jackwell Feris; Nicolette Du Sart

Cc Mary Anne Hendricks

Subject: Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Engineers
Program {15 Feb 2017)

Attachments: Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Eng...docx

Dear Prish,

Attached is the draft letter to McKinsey. A memorandum consisting of a timeline and clarity required by Eskom would be
provided to you tomorrow.

| sincerely apologise for the delay.

Regards,

Rishaban Moodiey

Director - Dispute Resclution

Ciiffe Dekker Hofmeyr Ine

Reg No; 2008/018823/21

1 Pratea Place, Cnr of Fredman and Protea Place, Sandton, Johannesburg, 2196
Tel. +27 11 562 1666 Mobile. +27 82 926 0454 Fax. +27 11 562 1466
rishaban.moodiey@cdhlegal.com | www.cliffedekkerhofrmeyr.com

FROM POWERFUL PARTNERSHIPS
COME POWERFUL SOLUTIONS

CLIFFE DEXKER KOFMIYR

Cliffe Dekker Hofmeyr. The [egal partner for your business.

Please consider the environment before printing this email,

The information in this email is confidential and is legally privileged. it is intended solely for the addressee, Access to this email by anyone else is unauthorised. if
you are not the intended recipient, any disclosure, capying, distribution or any action taken or amitied in reliance on it, is prohibited and may be unlawful, Whilst all
reasonable steps are taken to ensure the accuracy and integrity of information and data transmitted electronically and to preserve the confidentiaity thereof, no
liabitity or responsibility whatsoever is accepted if information or data is, for whatever reason, corrupted or does not reach its intended destination.
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TO BE TRANSPOSED ONTOQ ESKOM'S LETTERHEAD

{Drafting Note: Please consider our comments (click on the arrow to expand). Your
response to the statements/comments will have an impact on the basis for the letter. In
addition, a memorandum is being prepared on the sequence of events which would include
certain factual conundrums and legal aspectsfconsequences fiowing from the risk based
agreement for the Top Engineers Programme/Top Consultants Programme.]

McKinsey & Company

[+]

WITHOUT PREJUDICE;"FULL AND FINAL'SETTLEMENT OFFER:IN RESPECT OF THE TOP .

CONSULTANT'PROGRAMME! ... ... e

1 Af the outset, Eskom records that it values the service it has received from McKinsey &
Company ("McKinsey") to date and looks forward in continuing its relationship with
MeKinsey.

2 Eskom has considered pursuant to meetings and correspondence exchanged with
McKinsey, the setflement of the Top Engineers Programme {also known as the Top .
Consultant Program) for the period N:February 2016t 15 July 2016 based on the terms of |
the Servics ‘Level: Agreemient ("SLA") (also interchangeably referred to_as the Master_
Service Agreement) between the parties,

[Drafting Note: Please confirm whether the suspensive conditions centained in the SLA
were fulfilled by 31 January 2016, namely -

. The auditors confirmed that the Tracing Tool incorporates the necessary controls to allow a
reasonable audit of the data thereon;

« A Steering Committee was constituted by Eskom. It appears that the Steering Committee
was constituted prior to 31 January 2016, Please confimm.}

3 We confirm that on 16 June 2016 a termination notice was issued by Eskom to McKinsey
and the SLA was subsequently terminated on 15 July 2016.

4 As a result of the termination of the SLA, the Board Tender-Committee mandated Eskom to_

consider the settlement amount payable to McKinsey for services rendered for the period up
and until 15 July 2016 on the risk based principles.

5 After due consideration and without admitting any liability, Eskem is prepared to offer in full
and final settlement an amount of R 461 330.0001 in addition to the R037.630.000 already .
paid by Eskom to McKinsey on [#]:("Settiement Offer')]_ This Settlement Offer is in lieu of

all claims demanded by McKinsey for services rendered in terms of the SLA and would - .
constitute: S

5.1 The total settiement amount to McKinsey for the services rendered in terms of the 8LA's
risk based principles is R1 398 960 000 ("Settlement Amount");

52 The Settlement Amount is inclusive of ali claims by McKinsey and its BBBEE Partner;

8 We confirm that the payment of the balance of the Settlement Amount {R461 330 Q00) is
subject to the conclusion of a settlement agreement concluded between the parties, -

‘wolild largely.constitlte those
already contained inthe letler

Error! Unknown document property name.
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7 Please inform us within five (5) days from receipt hereof whether the Settlement Qffer above
is acceptable.

8 We await your reply.

Error! Unknown document property name,
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| Page 1: [1] Comment [JFS2] Loy S L 2017/02/14 04:20:00 PM - [
The SLA would have been effective from 1 February 2016 had all suspensive conditions been fuifiled.
See our drafting note on the suspensive conditions to the SLA in body of letter. McKinsey in its letter
dated 28 June 2015 specifically refers to the January 2016 SLA for the basis of its claim.

There are various documents from Eskom, including submission to the BTC which reflect that the SLA
is not yet effective and reference is made to a draft SLA. Shouid that be so, the specific termination
provision of the SLA is not applicable and Eskom could potentially justify why any termination amount
shouid be less. In that regard we will need to obtain a copy of the Letter of Intent to the extent it was
signed by the parties. We will also need to obtain the underlying documents relating to the
negotiations with McKinsey for the period July 2015 to September 2015 used for purposes of
preparing the BTC submissions.

The nature of the acceptance will alse need to be ascertain from the offer from McKinsey in July 2015
and the ultimate acceptance of Eskom thereon on December 2015. The acceptance letter from
Eskom, specifically refers to a draft contact being finalised — should not SLA (Jan 2016) have been
concluded the underlying documents becomes important to demonstrate what was ultimately agreed
to by the parties.

Also see letter of 11 August 2016 from McKinsey.

| Page 1: [2] Comment [JFS3]  2017/02/1404:06:00 PM |
Reference is made to the Master Service Agreement in a number of the minutes and correspondence
between the parties. This appears to refer to the acceptance of the proposai for the Top Engineers
Program by Eskom and McKinsey on 17 December 2015. The various submission documents
provided for the conclusion of the SLA as the standard NEC Professional Framework Contract was
not deemed suitable.

We accordingly are consistent with the relevant documents refer to the SLA.

[:Page 1: 3] Comment [JFS4] CDH. - T 2017/02/1504:35:00PM |
We understand that the BTC approved a settlement ratio of R1.8 billion. Based on the Oliver Wyman
report it appears that R 937 630 was subsequently paid. Client to confirm.

.

| Page 1: [4] Comment [JES5] . CDH v 2017702714 04:51:00 PM |
The amount proposed (but qualified) by Ofiver Wyman is R461 330 in terms of the report dated 15
December 2016. Subject to such counter-offer by McKinsey a lower figure is proposed also factoring
in the qualifications on the lower amount by Oliver Wyman, see below

© RE706 N hus buen appravied by Ihe stoating cammntee:

Finangint scvisony the Involced amaunt, supponad by sn huure end mles ealeuiatian
kg tne BABLL parner, is far R1G7 2ZMHS
Canzutling. from o roview of he ménutes aid materlals 1 e MBA projuct blaring
commmees, we fint K1672 3841 at paymen's ware approved
= Gtthe R1.7E6 S8
RPAT EIKE hies wlrondy bagn puid to the cansutant suppter and Iha BANEE portner
Tho paymanl of the emainiog REIN.BIMLE eould bu further nagotated with the
cansuiant sosphsr
Gur tintysis POIRLE 18 297 chrignaas to HILT SOMIS of tha poyments identfind
The remp nag {46 33K has no procedtal msucs easoctatad Bal waou's allsy
it 9 wo chatengsd. Haweve: Irem a lachnkeat prerapasth, wi deliave thase are

guwaliots 1o by puked onthe faimess end caicutntion of tha poy gul N & AUmMba"
o Intintvas

“Tho slructura of any eddtonal puy outn Atns noods 16 bo Bsatsdd fn terme of
immedhate ve dued pay out
© Qre analys mennfom toaien, of tne aulstandtng REE.03MM ul res prymant, ag
more Lhan R&ST 33khE shoule Lo pakd to th supplisr ©F dhe RAGTIINN, wa
regammand urthes dralys4 in ordor 1o provida evitinte ind suppord fot nogetinton with
the suppbar and Its BEEEL Partner Al o? this 16 eankagnnl on the legal revre that iz
bsing urderizien on the conlettag t3ima and 16520 censtuct 6l the progrenara

For a lesser amount we would require Oliver Wyman or Marsh to consider what proposed amount
would be reasonable/appropriate and the basis therefor.

@,
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Prish Govender
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From: Prish Govender

Sent: 15 February 2017 06:08 PM

To: Rishaban Moodley

Cc Suzanne Daniels; Jackwell Feris; Nicolette Du Sart; Mary Anne Hendricks

Subiject: Re: Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Engineers

Program (15 Feb 2017)

Thanks Rishaban
However does the memo you refermring to in the email hold us up from concluding the process with Mck?
Prish Govender

On 15 Feb 2017, at 18:01, Rishaban Moodley <Rishaban.Moodley@cdhlegal.com> wrote:

Dear Prish,

Aftached is the draft letter to McKinsey, A memorandum consisting of a timeline and clarity required by
Eskom would be provided to you tomorrow.

| sincerely apologise for the delay.

Regards,

Rishaban Moodley

Directar - Dispute Resolution

Cliffe Dekker Hofmeyr Inc

Reg No: 2008/018923/21

1 Protea Place, Cnr of Fredman and Protea Place, Sandton, Johannesburg, 2196
Tel. +27 11 562 1666 Mobile. +27 82 926 0454 Fax. +27 11562 1466
rishaban.meoodley@cdhiegal.com | www.cliffedekkerhofmeyr.com

<image001.jpg>
Cliffe Dekker Hofmeyr. The legal partner for your business.

Please consider the environment before printing this email

The information in this email is confidential and is legally privileged. it is intended solely for the addressee. Access to this email by anyone
else is unauthorised. Iif you are not the intended recipient, any disclosure, copying, distribution or any action taken or omitted in refiance on
it, is prehibited and may be unlawful. Whilst all reasonable steps are taken to ensure the accuracy and integrity of information and data
transmitted electronically and to preserve the confidentiafity thereof, no liability or responsibility whatsoever is accepted if information or data
is, for whatever reason, corrupted or does not reach ils intended destination.

<Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Eng....docx>
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Prish Govender

o D ]

From: Prish Govender

Sent: 15 February 2017 06:33 PM

To: Molefi Nkhabu

Subject: FW: Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Engineers
Program (15 Feb 2017)

Attachments: Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Eng...docx

Hi Molefi

Please review the proposed settlement letter drafted by legal counsel o finalise the Mckinsey MSA. Please urgently let
us know whether it meets your requirements.

Regards

From: Rishaban Moodley [mailto: Rishaban.Mocdley@cdhlegal.com]

Sent: 15 February 2017 06:01 PM

To: Prish Govender; Suzanne Daniels; Jackwell Feris; Nicolette Du Sart

Cc: Mary Anne Hendricks

Subject: Draft |etter to McKinsey - Proposed Settlement of the Risk Based Top Engineers Program (15 Feb 2017)

Bear Prish,

Attached is the draft letier to McKinsey. A memorandum consisting of a timeline and clarity required by Eskom would be
provided to you tomorrow.

| sincerely apologise for the delay.

Regards,

Rishaban Moodley

Director - Dispute Resolution

Cliffe Dekker Hofmeyr Inc

Reg No; 2008/018923/21

1 Protea Place, Cnr of Fredman and Protea Place, Sandton, Johannesburg, 2196
Tel. +27 11 562 1666 Mobile. +27 B2 926 0454 Fax. +27 11 562 1466
rishaban.moodley@cdhlegal.com | www.cliffedekkerhofmeyr.com

FRCH POWERFUL PARTRERSHIPS
COME POWERFUL SOLUTICNS

LLIFFE DEEKER HOFMIYR

I e Dekker or. e legal partner for your business.

Please consider the environment before printing this email

The information in this email is confidential and is legally priviteged. It is intended solely for the addressee. Access to this email by anyone else is unauthorised. If
you are not the intended recipient, any disclosure, copying, distribution or any action taken or omitted in reliance on it, is prohibited and may be ualawful. Whilst atl
reasonable steps are taken to ensure the accuracy and integrity of information and data transmitted efectronically and to preserve the confidentiality thereof, no
fiability or responsibility whatsoever is accepted if information or data is, for whatever reason, cormupled or does not reach its intended destination.
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Prish Govender

L R

From: Rishaban Moodley <Rishaban.Moodley@cdhlegal.com>

Sent: 15 February 2017 07:55 PM

To: Prish Govender; Suzanne Daniels

Subject: Revised Letter to McKinsey - Proposed Settlement of the Risk Based Top Engineers (2)
(003)

Attachments: Revised Letter to McKinsey - Proposed Settlement of the Risk Based Top Engineers (2)
(003).docx

Dear Prish,
Having reference to our earlier discussion.
[ have effected your proposed changes to the letter and consclidated paragraph 5.

Regards,

Rishaban Moodley

Director - Dispute Resolution

Cliffe Dekker Hofmeyr Inc

Reg No: 2008/018923/21

1 Protea Place, Cnr of Fredman and Protea Place, Sandton, Johannesburg, 2196
Tel, +27 11 562 1666 Mobile. +27 82 926 0454 Fax. +27 11 562 1466
rishaban.moodley@cdhlegal.com | www.cliffedekkerhofreyr.com

FROM POWERFUL PARTNERSHIPS
COME POWERFUL SOLUTIONS

CLIFFE DEXHER HOFHMEYHR

Cliffe Dekker Hofmeyr. The legal partner for your business.

Please consider the environment before printing this email.

The information in this email is confidential and is legally privileged. it is intended solely for the addressee. Access to this email by anyone else is unauthorised. If
you are not the intended recipient, any disciosure, copying, distribution or any action taken or omitted in reliance on it, is prohibited and may be unlawful. Whilst all
reasonable steps are taken to ensure the accuracy and integrity of information and data transmiited electronically and to preserve the confidentiality thereof, no
liabifity or responsibility whatscever is accepted if information or data is, for whatever reason, corrupted or does not reach its intended destination.
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TO BE TRANSPOSED ONTO ESKOM'S LETTERHEAD

McKinsey & Company

[s]

WITHOUT PREJUDICE: FULL AND FINAL SETTLEMENT OFFER IN RESPECT OF THE TOP
CONSULTANT PROGRAMME/TOP ENGINEERS PROGARMME

1 At the outset, Eskom records that it values the service it has received from McKinsey &
Company ("McKinsey") to date and looks forward in continuing its relationship with
McKinsey.

2 Eskom has considered pursuant to meetings and correspondence exchanged with
McKinsey, the settlement of the Top Engineers Programme (also known as the Top
Consultant Program) for the period December 2015 to 15 July 2016 based on the terms of
the Service Level Agreement ("SLA") (also interchangeably referred to as the Master
Service Agreement) between the parties.

3 We confirm that on 16 June 2016 a termination notice was issued by Eskom to McKinsey
and the SLA was subsequently terminated on 15 July 2018,

4 As a result of the termination of the SLA, the Board Tender Committee mandated Eskom fo
consider the settlement amount payable to McKinsey for services rendered for the period up
and until 15 July 2016 on the risk based principles.

5 After due consideration and without admitting any liabitity, Eskormn is prepared to offer in full
and final settlement an amount of R 461 330 000 in addition to the R937 630 000 already

the SLA's risk based principles is (R 461 330 000 plus R337 630 000) which totals R1 398
960 000 ("Settlement Amount");

8 This Settlement Amount is in lieu of all claims by McKinsey and its BBEEE Partner for
services rendered in terms of the SLA,

7 Please inform us within five (5) days from receipt herzof whether the Settiement Offer above
is acceptable.

8 We await your reply.

Error! Unknown document property name.
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From:

Sent:

To:

Cc

Subject:
Attachments:

Hi Prish

Molefi Nkhabu

16 February 2017 03:45 PM

Prish Govender

Busisiwe Mthimunye

Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Eng...

Draft Letter to McKinsey - Proposed Settlement of the Risk Based Top Eng...docx.docx

Apologies for tardiness in response. We have reviewed the |etter and are comfortable. We however think the part
coloured yellow about the audit tool and the steercom should be deleted because it has become redundant. It is our
understanding that Eskom is settling on an agreed amount without reference to the SLA and any conditions

relating thereto, therefore reference to the steercom or a tool will be superfluous and may just confuse matters.

The real issue as we understand is that we had Board approval to settle for R1.8b and to date had already paid R.937b
and if we settle for addition R.461b we will end up with final settlement of R1.4b which will still be within the approved
R1.8b. The decision on how to share the additional R.461b will rest with the partners.

By the way, we realise that according to our last audit the total paid was R.916b and not R.937b, please confirm that
the R.937 is the correct number as it may affect the final payment.

Molefi
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Prish Govender

DR N OO A SIS I ERTREIEINC A
From: Rishaban Moodley <Rishaban.Moodley@cdhlegal.com>
Sent: 17 February 2017 01:24 PM
To: Prish Govender; Suzanne Daniels
Subject: Memorandum to Eskom - McKinsey Risk Based SLA (17 Feb 2017)
Attachments: Memorandum to Eskom - McKinsey Risk Based SLA (17 Feb 2017).pdf

Dear Prish,
Having reference to our telephone discussion yesterday.
Attached is the memorandum.

Regards,

Rishaban Moodley

Director - Dispute Resolution

Cliffe Dekker Hofmeyr Inc

Reg No: 2008/018923/21

1 Protea Place, Cnr of Fredman and Protea Place, Sandton, Johannesburg, 2196
Tel. +27 11 562 1666 Mobile. +27 82 926 0454 Fax. +27 11 562 1466
rishaban.moodley@cdhlegal.com | www.cliffedekkerhofmeyr.com

Cliffe Dekker Hofmeyr. The legal partner for your business,

Please consider the environment before printing this email

The information in this email is confidential and is legally privileged. It is intended solely for the addressee. Access to this email by anyone else is unauthorised. If
you are not the Intended recipient, any disclosure, copying, distribution or any action taken or omitted in reliance on il, is prohibited and may be unlawful, Whilst all
reasonable steps are taken to ensure the accuracy and infegrity of information and data transmitted electronically and to preserve the confidentiality thereof, no
liability or responsibility whatsoever is accepted if information or data is, for whatever reason, corrupted or does not reach its intended destination.
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CLIFFE DERKER HOFMEYR

Memorandum
TO : PRISH GOVERNDER
FROM : RISHABAN MOODLEY
SUBJECT : TOP ENGINEERS PROGRAMME: THE RISK BASED SERVICE LEVEL
AGREEMENT BETWEEN ESKOM AND MCKINSEY & COMPANY
DATE : 17 FEBRUARY 2017
Dear Prish,
1 We enclose a chronology of events with specific comments relating to the risk based service level

agreement concluded between Eskom and McKinsey & Company (McKinsey). As part of the
chronology of events we identified a number of risk elements Eskom must consider relating o the
conclusion of the agreement with McKinsey — specifically from a governance and compliance
perspective.

2 Please have specific regard to items 8 to 16, dealing with the nature of the agreement which came
into effect between Eskom and McKinsey.

3 We will also provide you with a supplemented version of the chronology — dealing with events
pursuant to the conclusion of the SLA, which highlights potential risk elements Eskom must be aware
of.
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i brission to the Chairperson of Exco ProcuremerEt Sub-
gg%ﬁigggltﬁilzg "Strategy to Develo;:_» the current Top Engme;i
Programme into a unit that can prov.-t_:fe world glass managenv:ride
consulting services capable of reso.lwng em:ergmg compan%/;f fae
risks by driving savings and unlocking cash" for the approva

following strategy —

«  Commodity Strategy

The recommended commodly stratagy Is the appoiniment of MeKinsey g
Company on a Sola Source basis to devalop the curent Top Englnoers'
Programme into a unle that can provide world class management consulting

Tha end atato Js that the Top Engineers will reach a stand-aione status
whara they ara abla to axgouts similar projects on their gur;

The eontact value wilt bo RO.00 as Inilintive is expacted to be sei-funding,

¢« Sourcing Strategy

A Scla Source procass wif be followed for fire following reasons:

That Eskom anter Inta nagallations vith Mekinsey & Co as g Stialagic
Fartner tor the develapmant of |he Top Enginears Programme Into
consulling unit that can provido wond clags managemant consutting corvica
to the whole of Eskom

MeKinsey [s o suitgble Partnet due to the Tollowing reasons;

McKinsay doveleped the oflginal Top Engineers Programme ond hag

intellectual property in the detlgn of the programme tha! Eskom cannot

recreato In rezpect of;

+ Conlent of clacs room training programmes;

* Revarse secondment approach te includa Eskom employaes a5 trainees
on Mciihsey's engagements within Eskem and offtor clionts;

= Speciiic mentotship mathodology o fast track developmant; end

* Specifis evalualion schemes to assass consuling fazdiness of enginsers
in trafing

* Additlenally, McKinsey Is the only faading globa) consulting firm cepubie of
dalivaring this warld dass knowledge in South Afriea, beating In mind tha
folicwing:

o McKinsay is the Iargest globek management ceraulting heuse;

o Mckinssy has the largest knaviledge devolopment spont In the
Induztry;

o McKinegy I3 the ony global consuliing company with o jocal
prasence of ovor 20 years, having transformed 1o o leval 1 B-BBEE
contributor

o Egkom Nas completed the majoitly of s management consutfing
profects with MeKinaoy support, giing McKinsay privilaged Insight
info the buainass, euffure, Processas, and people of Exkom. This
Intrinsic insight cannot be offarad by any other consultancy,

¢ Motivation for Using Consuitant

Eskom needs o develop the Top Englheurs skill-sots from lhe cument
assaciale leve! to a project manager level, whlch will moan that we wit
phasa oul consultant use In the Arure @5 tha Top Ergincers will be abje
to run projects as world class consultants, In arder to achlava this, we
would necd a world class consultunt firm te fraln, cooch and mentor our
Top Englnoers to tfransfer all current compefencies 1o thei of the
advanced slaga by tho end of the speciiiod period. Gurrentiy In Eskom we:
have lzadership courses that focus on the Eckom vahies, and have been
-altended by the Top Engineers. Furthermore, the proposed externa!
consullanl chould have experence in conducting  stmitar tralning
inlfatives, having pravided sarvicas in slrafegy and implementation
environments.

+« Contracting Strategy

The recorsmended contracting strategy is as follows:
* Establish a contrac] McKinsey using the NEC Proleasional
Services Contract 3" adition.
® The contract valus will be at RO.60
* The contract durafion vAll be for e (3} years, The contract to
include an exit clause afler first 12 menths if no benafits are
realized,

18 May 2015
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The development of T

: r of Top Englncers unit is chigh

g:rgnl':'ee};rsDunﬁg this period e sirafegic partne?n\?}:c'li‘l 1?552? ‘;'1_3 T
s oy S A ricd ey o el
well as embedding long {erm afﬁngier:glsge?%h for ths whols of Fakom as

. M;{d'été to Negotiate

Negotlations be entered with McKinse .

i ¥ & Co and be confraciad |
manner that Is self-funding at a contract value of R0.00 as :hi: lnlr:i:ﬁve is
;g?nc:ﬁ; tgf l;e self-fug:fng and the project dyration be limited to a

years. The contract to i 3
onhe 1 es pooats. The oy includo an exit clause afler first 12

Itis Eskom’s intention to negoliate zato i

1 payment from now cash. This wi
;-nean that the strategic pariner wiil only ba paid once aavings ara fe:]asi;calnll
n & manner that will first rake-up required project set-up costs prior o
kickin of aavings benefits If realiscd to a maximum of 12% per prejest

Tha BFP value package on optimisation of Eskam"

ckay 5 om's extemnal 5
cumrently focated within Group Commerslal be used as & bage gfol}g'ct o
gsgte:::atu savings, for the whole of Eskom, that will fund projact set-up

5 Group Capital submission to Board Tender Committee: Special Meeting | 22 June 2015
titled "Strategy to Develop the current Top Engineers Programme
into a unit that can provide world class management consulting
services capable of resolving emerging company-wide risks by
driving savings and unlocking cash" for the approval of the strategy.

The proposed sfrategy is supported by the following Group Technology
6 & Commercial officials —

BIGNEGD;
) -
& Juey dory
NTOMBLZODWA MOKOATIE DATE -

SENIOR MANAGER: COMMODITY SOURCING
GROUP TECHNOLOGY & COMMERCIAL

3/6 July 2015

63 'fr? {10 .
BN BATE

ISHAGER: COMMODITY SOURCING (ACTING]  GROUP
& COMMERGIAL
Zl e S

ATE

PREH
GEH

GE ANAGER: SD&L
GROUP TECHNOLOGY & COMMERCIAL

NONKULULEKO VELET DATR
FINANGE BIRECTDR (AGTING)
CORPORATE FINANCE

GROUPEHEGUTIVE [ACTING)
/ BROUP TECHNOLOGY & COMMERCIAL

3 July 2015

7 Submission by Eskom Group Technology & Commercial to Exco
Procurement Sub-Committee & Board Tender Committee for a
resolution to provide Eskom with the mandate to negotiate with
McKinsey to develop the current Top Engineers Programme.
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SUBMISSION TO:

EXCO PROGUREMENT SUB-COMMITEE (EXCORS) DATE: 22 JUNE 2015

BOARD TENDER COMMITTEE (BTC) DATE: SPECIAL MEETING

1. YITLE OF THE SUBMISSION

thandalg te negetiale with Mckineoy & Co fo develep tha cument Top Enginaers
pregramme Inle o consuling it that can provikde weord cisas monagement
conzulling tervicot capable of resolving ememing company-wice naks by diving
savings and unlocking cesh.

2 RESOLUTION REQUIRED

RESOLVED THAT!

The Hardste to negotints with Motinsty & Co fo develop ihe cumant Top Englncors
programeme Inte a consulting UnM thal can provide world class management
cornulfing servicea capable of retolving emergng company-wide rlgks by driving
savings and unlocking cach 1s heroby approved sybject to the folfowing;

21 Tho contract value il be RG.QG a this intiative o sefffunding, Conewting
fous, wpenses ond perfomance Incsnives wil bo paid out of reslived
2avings 1o & medmum of 12% per project vith an exdt perled of 12 months
from atart of contract 1o bonelis aro reallzed,

22  The BPP velue packege on optimisalien of Eskom’s fote]l extomal epond,
curently fsoated within Goup Gommercial be used 28 o base profect 1o
gonerate savings for tho whsks of Eskom that will kind project sel-up eosts;

23 Tha dovsicpment of prekages ralnting o the unlocking of cash by optimiss
the bulm; sheal, tha unlecking of funding sources ‘lhrﬂug‘:?'lr nd:tftie%
1l ) spotunies and dalm L at Medupt, Kusile and Ingula,
bt approved. These projecs, together with any othar projact as moy bo
Hentified In the fulire, mey be Incuded it tho program ot Eskem's ol
discreflon on a case by cazs basfa depanding on value to Eskom.

Chamranatip ¢ e Adrg Giop Daeche Techesdogy end
?ﬂmﬁhm_ regetiaty S mplorient Ry sty wiw
Tekzen Didppnden of Aalively

4, OTHER AFPROVALS REQUIRED
EBoard Teqder Comemitss-and Board of Dlirectors approval will be ragquired.

a3,
R! DATE
by reprosents thel the akove
H lion Is cotrecl
8 [Drafting Note: we do not have a copy of the minute of the Exco and

BTC approving the following ~

« Commodity Strategy
¢ Sourcing Strategy;
» Contracting Strategy;

From an extract of the October 2015 submission to the BTC a
recordal states that on 6 July 2015 the BTC via a Round Robin
approved the mandate to negotiate with McKinsey,

;rhl‘u”goam Te‘ndnr Cummi!ten vl2 Round Fobin on the 08¢ July 2015 appreved Lhe

lﬁe ng mx 5] ilo with MclGneay & Co, withaus prior fendoring, to devalap

e ﬂ?ﬂugt::st gﬂfr&:ﬁfy up:ﬂogﬁmmu It an intarnat Consuling LN tat can provida
a suting servicos oo i mEg

wida rleke by driving aavings and w?locidnu t:!.ah.pHbm of fasolirg wna campary:

%
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Page 5

17 February 2017

The importance of the minute is the negotiation parameters with
reference to further submissions made in October 2015

On 24 July 2015 McKinsey provides Eskom with a proposal for
the Top Engineers Programme.

g 1 phase

Beviop & v pumert Tup igirons
Pt e, & borpuend o8 Sod gan
TURR W R g nant el
A CHEbis &1 tomstiog e iy
R R Rike by B SR B
kg T

et

EE 2

[Drafting Note: In relation to the proposal on "Elements and approach
for a rapid turnaround of Eskom Generation", we require clarity whether
this relates to the Strategic Partnership contract value of R101 733
124,80 million contract under contract no 4600059002 concluded on 29

Sepiember 2015, See below.

Elsmants wy ERPIGECh tnr
@ fapd fumneroung of
Bornn Ronpratian

@estom

e
T g

10

Submission were made to Exco Procurement Sub-Commitiee & Board
Tender Committee on the cuicome of the negotiations with McKinsey.
The negotiations took place between July 2015 to September 2015.

Based on the submission the following resolution was required from the
BTC -

8 October
2015/22
October 2015
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17 February 2017

SUBKMISSION

TO THE BDARD TENDER CORMATTEE [BYC) UN 22 OCTOBER 2815

1. TITLE GF THE SLEKISEION

Fazebazk on negefisted culsame with McKinsoy & Co I3 develop the awvent Top
Engleors progrmene Into an injemal Consultry Unil thal can provide wotld class
mansgement censlling seivices copable of resciving omorging company-wids ks by

ER

22

23

24

G coah, wilhou! prios Lend

2, RESOLUTION REQUIRED

To nccept the feodback of the negolialons wih Moiisay and Co lo dovolep
the cument Top Enginanrs rogramend into on Isternal Consulting Unit that can
proviio workd class manogemant consulting sardsen copalls of renalving
omaring campaty-wide tisks, Witheut pror fendaring, for 1t peciod of 3 {hven)
yeara, whh an opllon to lerminala nfter a 12 {twelva} month perked B no savings
20 1oadzt,

To ratfly micor belwean Kaled und approved
mandata parameters as eontangd la subcisuse 2.3.3 and 23,8,

To nets tha following regolialed conditions,

231 That tha nogolisled rusults for the Tep Engincom Progromine,
Progurement [incheding lavenlory), Generalione, Primary Enoigy ond
Claims Manngamant valus preiagan and tie Supplier Developmant and
Lota'leation (SDELY projiosal 69 coclaleed In tha attached Appeodix d,
G, 8,7, 8 ard 8 be aceeplud;

232 Thal tha contmc! wil bo basndg en tho RO.00 and scii-hinding principla,

2.3.3 That down paynents, in Teur of profect eat-up cost and consuling fees at
& tolel va've of RATS (OO 200.00 (feur hundred and reverly fve
miflton rand) brokon doum per value pockage os indiealad bulow, be
peld whan Ikay {all due aller commencumen! of each villa pacizige,
theeofere riquiing o poative vahe contmact inllkly:

i Ganeraboa (Pt enly) T
ily "Canernl en (Projuet Fiatdony) N
uby "Generolih {UGEF Reduction)

ma Managemnenl” inol yel corchadod)
o Kt

BUBKISS!0N TO THE EXCC PROCUREMENT SUB.COMMITTEE (EXCOPS) ON 8 OCTOBER 2045
1

234 That the Mckinsay bank guaraniae bo bsved to Exkom oa yacurlty for
the dors payments approved in 23,3 shovo, the vitue of which wib
nchide the dewn sayments made pius interest, feod at 12% p.a, (weive
Percunt poc anaum), in Bns with tho S14's Tems gnd Candlilons ralating
© tha Bank Guarahiae;

2.3,

2]

Paymuonl trigger poinls fegiing shall bo batwosn Implamantation

2hd 4 {sea Appondix 3) mnd paymenl on snes-oil and rectaring bl':r:;ll:

mu;lﬁm;’l 10.&[&% a0l 10,55% (a0 Appondix 2} of projectad sovings
v, and recuiring bonciia for Enpoct 3

wayment purposea bs Brled ta 3 yoars; Frst calewation and for

2351  Thallt by noled that tha selfdundi neiple
polenthlly bo fenfsed ol somg p?mﬂn lgu rl‘a“:::mmgodglso
vehich wil vary from packags ln package. Tho liming of ltio
Fayments made lo Melinsay and he potantal boenafks te ]
roalizad by Eskom wil most probably bo diferani;

235 To contrmet uang en SLA at of
o G form: contracting WY its aswocintad

Thal the Group Executhia, Tochnalegy ermd Gy 18 ulborisad to foke gl
necetsary slops o give elfect fo the above, inchidlng the slaning of any
ARTENTCNE, consants or other decumontstion nocossaty or refaled thenetn,

The negotiation results are recorded as follows -
Tnafollowng 8ne tho zosuits of the nogotintiena:

Thet tho alfuctive of the conlmict Ts to davelcp U custenl Top Englnoers
sregramms Wto en ntamal Gonswiing Urht (hat can provide werd cless
managomehe conseling sonvicos copsblo of meching einaglng company-wide
rigks by driving savings ewd unkocklng cash;

“That the contmct witi bo based on 1ha RO,0Q and 2zitfupding principla, and vl
be [t & petiad of thea (3} ysors. Paymonts, however, wil ba mada w
tcitingey on work pRekages opproved by a SteorCom. The onvisuged ond
stule or mplemeniation jeval of ihe weck packagas for bandiimpact

kcufalicna will bo ot Lewet {IL} Bateeen 1L3 cnd iL4 {800
Appandin 2 and 5) and il ba Lo a maxkmum of 10.80% and 10 55% of e
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savings for ence-of ond recuring betefls of impact thal ls cakuidteo
respociivaly.

- The sef-funding principlo wil potentlaliy be rualized et scmu point in tho
{uture process which will vary from packsge s package. For oxamplo, soi-
fanding of the Procuremant steem i envisagad 1o ba maltsad by monlh 12
{tealva). This coutd be eaTier If tha value gansfated axcosds the mugniude
of tha down payments,

« The Intendod implomanilation leve! for all p 503 Wil bo batwean levels 3
and 4 It ADpondix 3 os lustratod, This will ba the packegafsteam delverable
pelnts and thus lripger peints for ail payments wiil b agreed st the negotialed
benefil percariags. The exndt UiGoar ovants To payment wil be negalaind for
avery werkaireamivaiun paekaga and for poch reapctie tunskne;

« Only whon a workstreamivalup packege hes passed IL2 ond hoo boon
agptovod ot b SteerCom, wii i bo considosed for tho arangamsnt under thia
ngreomont, If u poackagniwerkstream 1 not approved, no feas wil bo paid to
MeKinsay olser Lhan tho ugfront down paymonts.

= McKiwasy has thersforo propozed fhay rocalvn # down payment in flau of
projuct sob-up ¢ost ns consuling faoa for sach watk slroam that Uiy vl wark:
ah puyabla mmadiatoly afist ¢ommencemant of vach work packago. The down
poyments vill ba paid equaly over o pro-defenmined duration (5 o 42 months
dap on the ndiidual The stzo end tho durallon of the
davm pityments will dopend on the naturs aad seopa of work of each Individuat
Wl stream.

McKinsay whi is5us Eakom with n benk pusranine in Sou of the down
paymonts. Tha bank gwataglee vaive wil inciude Lhe down payments made
piuz the inkpretl thot wil ba Incurred lo tho dewn paymonts af ha patentinl
|srmination okt 12 mentks afier condc! stud The interest shall be fixed ot
12% p.o;

iF MclGnany dafoudis, Eskom d rati

fullng which, 11 hi he bank guamnies. Tixs,
enturing thal {he princlple of o R 0,00 vaiue cantract (s maintalnad for Exkam.
There wit howevar b n tning diforonce from @ cigh fidw perupective In terms
of spafsng {he RO,00 vnlue principlo. Tha modal ls Rusimtad in Apperai 1.

« Aftat & 8 month perod for each work stream, haro wil ba & “Inid up"
exicutntion dneling off bensdits accrisd bapnst down paymaonts pleady made)
pocasa, At the point of the “true up” the pecumulatad banefia of all the
sircams ata mullizlied by e aimacd baoefi aorantaon and compared to the
dowin poymonts pald, it tho core ot tha secumulaled benefils of alt tha
atrosms multipied by tho agreed Banofil petcentsgy excoad the down
paymunts mado, (ho exssss #9985 bosomo payilis to Mckhsey. in caso Ihat
the nesikmulnlod benefils for ofl tha stmam enullipfed Ly the fses poyable ls

less lhan the down payments mede oller § menths, MeKinssy doss not recaive
o puyment for thal month, This process repaals itsel monthly;

After month 12, Eskom has an oplion © cancel this egreement, At hal stage,
ahoutd Eskom cioct to terminate 1o aygresment, o ‘o up” procass will lake
placs, The Termination clause of the SLA will sot In and sottioment of moaios
owed ko alther pary wiR take place.

Tho paymanteens dua o Mekinsey will ba pold aver Lo terms as duscrivod in
Appendlx 1 and Appendix 2. Essentlally Ezkom wil recoive payment lermn a5
fekiows for ol paymonl die and payabla o Mckinsey.

- €0% wilkin 30 days of “tue up° process,

- 30% of "bue up” protsss withln § year of "true up® process; and

= 10% wilhin 2 yans3 of initin! "Irue wp” procoss.

- Tha doferrod paymonls do nol allract any fntanast.

Magotiations of the Individual value packages for Top Englneers Programme
and Procurement (laciuding Invunlory Management), Pemary Enorgy,
Genamation and Clekns Managemont hove begn concluded, Howevar, there arn
fow but significont open ftems and actions {0 be epproved by the SteerCom
ondfor ectioncd by the wodous loema, Vokie Pockege Momorarduma arg
affached o3 Appeadings 5, 0, 7. 0 and 9 respocitvely, The value pachages
associulud with funding solrcos and additonat financing apparlunitios will
UM onea disection i provided by the Chiof Financlal Olfcor,

An SDEL poposai that daals with skilfs ¢ pment, focal partner
and the kop of Top Eng 111 @5 Appordix 4,

MeiKinaay 1s willhg fo comply with tha Netianal Truosury geldalino for axgonaa
payments end thus clalma agalnst Eskom for axpermsed. Mickingoy however
relains the right to npply s own travol guidatings, The expanses are alao nol
svalleble for scrullny, The cap on expenaes 12 ot 10% of the Mokinsay's shara
of bonefis reutled, Sea Appendix 2.
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iy arefiont et 5 3 Eavings Balrectior

e Fomenvica b s et 5t b0 Corrat v

excznds the P 200 €00 000 00, trero wif D & nesd 1 ropet i o By Minielar for

frutdiy Crderprines

Curgrrsin Lagatend IT & 10 apgrove Modimey' s T Wavwe ot e ke ustd s B

repasiary for 63 projert information.

: -~
: ATA 62 |icl 2ot
CHARLES HALIMA
GENERAL MAHAGER (COMMUBITY SUURCING] {ACTING)
GROUP TECHRDLOGY AND COMMERSIAL
i orfufan
H LATE
igﬁgm;‘g:g’ﬁc‘fﬂﬂ GROUP CAPITAL
HATIHELA ROHO BaiE
GROUP EXEQUTIVE
TECHHOLOGY AHT COMMERCIAL
Feedback Report to Exco Procurement Sub-Committee & Board Tender | 8 October
11 Committee on the negotiated outcome with McKinsey on developing | 2015/22
the current Top Engineers Programme into a unit that can provide | October 2015

world class management consulting services capable of resolving
emerging company-wide risks by driving savings and unlocking
cash, without tendering,

Negotilong waor
Mogswalt Park

MARDATE PARAMETERS AND NEGOTIATION RESULTS

Tha faliio bolow refiaels Iha dppravad mandste parameders ind the fosults of the nepietiatona,

roved Mandata Objectiven : Reautts Achioved
?::::ﬂoﬂzl M“:ﬁ‘rgn:! e Hogotlatad Terms and Condlllens:
B Tind oA 294 0eE H
e N Eagere yealn the: snmo 28 por W06 ( 4 §onios Lovel Agraemend (SLAY~ Wt torios and

cenditians i 1o be used for i typo of contract
bacausa the NEC 3 Protassienat Servicos Contract
!rngwm was At sUllibio for this fypa of
conlros

1. Tho SLA, I o conbmetus! document Lhat
ncotporates  general condidons, thal wiy
govern sl sciidies asgodialod with the
dewolopmont and knplementotien of vadous

3 Mso 8 af Ine dhadus] value I
for Top Enghsers Pmmnmmp: wnvd
Procureman] {neluding Imvantary
Management). Pimary Erargy, Gsneration
ard  Chima  Manugsmenl  have  boon
conchaled, Howawer, lhere are luw bul
sinifeanl opan Bema ond aciions © A

aeprovid by thn SloarGam anglor actienad by

{Drafting Note: In respect pf the reference that "key principles of the
SLA have substantially been agreed in the Master Services Agreement”
Clarity is required on what Master Service Agreement is being referred
to — the reference here appears to be mere justification that "certain key
principles" being incorporated as part of the SLA have previously been
approved by the BTC i.e. in September 2015, However, what is clear is
that the Service Level Agreement "will govern all acfivities associated
with the development and implementation of various value packages."]
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the veflous  lcams,  Va'un  Packepe
Mamerandume ¥e etiashed as Appendxes 5,
6 7, & ond 0 racpoclvaly  The veiua
paokapen aszseidled Wilh funding rourcas
and gdditional financing opporluntas  wi
reauma oncs dirscdion b previded by the Chiofl
Finencial Oificer,

Tha Mandata to negollie with McKincay & Co o
Hivalop tha curent Top Enginats programme
into en Inemal Consting Unit that can provile
world cloes menagement conculling  ecrvieos
capata ol fasokifpy omzmging compamyvide
risky by ariving savings ard unisckdng cash wae

Bocopiod, Sho  NEgHEDd  pncpce of Ba
pregramme ata attached o Appendix 5 of this
dacunionl

| appmved pubinct ko dha twing,
~ The contmet volken wil b0 ROCO as this
Intalive 1a ssiifunding and the project
durstien be Fmited & a maximum of 3 yaars.
Consuiing tecs, expenses and parfomnance
Incantives wi| be pald out of realicad cavings
18 amacmum of 12% par projuct

+ That the eanimne? wil ba basad on lhe RO,G0 and
sei-funding pcila, ond witt bo for a perod pf
thima {3) yaars,

+ Hewaver, payment wil be mage lo NoHnaey on
wark pnakapss approved by o StesrCom. The

and slale or knpk len loval of
tha  work  packegos  for  benafitimpost
en'culatizna wil be sl Implomentalion Leved (i}
betwean 13 and L4 {soe Appondix 2 and 3)
and will bo 1o a maximum of I0E0Y of the
snvigs benafila or mpacd celosfated,

» Tha tolffunding principls wél polentialty be
reglsed al seme peinl in the ltura pocoEs,
which wik vy hom packsge B packaps. o
oammple, sofduwng on e Froowemont
atredm s ehvizagad o bo resfeeld by nrenth 12
{iwalvu}.

»The nagolslion rosuflz  summaceing ey
pruamalars nssecinted vith the payment regime
is altached a3 Appuncix 2, The pegatiatlen
a3l noad ta bo fead lagether whh Appendic 3
{Tho difaran! Implementaton levels defined by
WeHingoy)

- Wi rference to the table eltached as
Appendx 3, tho inlanded bniameniation level
for afl packagos Wil ko Botweon levels 3 and
4. This wif ba 1he packega/siream dutiveroblo
paotnts and Whws trigger poinis for all payments
wi bo ogreed at e nogolstez benofR

pereanlegn. The sxact biogee aventn for

payment Wi to negabafad fer  cvery
workstreamiviluy package,

+ DOnly whon a worksiroamivamna packago has
poeead 2 end Baen approved by Iho
SwerCom, wil B ba contldered fer the

tndor Hhis Hoa
packagetworkstranm is nil approvied, e foas
wif ko paid o Meiasoy other T bhs upfrent
ramy paymAnt,

Thy prosance 4! IeKinsey to snsute & Wit leva!
gsiﬂphmm‘lllkm {o.5. up o ILG) coud resyk n

= Signficantly kfiated vse of axpansive isscurces
whie polentially mt Lrpidving the expacind
benefits for Eskem.
« Ditsmpowonnen! of Esksm's own msowcas
n ™ project work und by Lhat
shaficanty reducing (he  sustlabity of
ooihitias,

The ghava popozal is des o tho fsot (hat
Hcinsey wauld reguits Bigndican Pvotiemart to
cnzurs that al! tavings see Sanked, H ls erveagod
hal e Tap Encineats sobther wah other fraines]
Esketn parssnne! wh driva &% mawsurgs (9 botiom
0 mpact v n Lewri &,

+ The BP? valus package on oplmisaton of
Eekoms lolat extaemal cpand, cumonlly
ictated within Group Coetvnerital ba usod a5
& DA prelect W generalo REVITZE fof the
whwio of Eskom that wiit furd profests sabup
cols)

+ MoKy has nol soonplod Estoms Wil
patiien conceming projoct =alup costs and
apanast poymants ool belg pald bom
Tualised cavings {irieney intha bank).

. :-Mﬂwey woilld requirn projocd sofup and fees
or volue paniages s o down poyment s
Wckincay 14 of tha wlew that thay wil bo exposed
o o higher than acceplabls cachbow sk, Thix
visk wouk! nol be aoceptabia o MeKinsey a3 o
compnny.

= Heltinty hos (relao mopcaed they rooats
doan pEYmaNna #1 liou of profact sat up cosls a3
tunsuiting faas for each ot stoam that (hey
wil work o, payablo sfter commensement of
sack werk packago. Tho dawn payments wi ba
fiold squnsy over o pro-deleningd dumitlon (6 o
12 monthn  depending  on_ tha [ngivi _J
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FORA0eam]. Tnh 2% b U darston of Ue

o papnients wAT dopant on e Akt and
WO of wink of ench indnddual work croam.

» Meneey wil ksie Esken with 2 benh
fudduniaa In oy of the dovn payments The
aark gusanled viho wf inciues e down
Faymanis mads plus the Ergrest 1nal wili ke
incured on Ik dawn payments of the potoniat
lemingtion gkl of 13 morths wfer contrac)
slarl. Thy Inlerest shel b fawd ot 125 6.

* The proposod cotop ooats pls cansubing foca
fo 24 poid an 2 down papment far loa
Frocunmont aresm i3 1750 043 000, 00, payzbis
&f1sr cemmuncemont of dath wesk patkage al
equal iranches of 70 300 50320 gver 2 6 ronlh
Ptiod. Refer Appadi 1

{... + il McKinaoy defnults, 1
cofined prosess,

Trs,
anaurlng tat $ho principls of o K 068 velug
eantact is maintalned fot Eckom

= Thnre wid' howavor 5o 0 teing dilsrence buim o
cagh flow parepecihve In lumng of reaksing tho
R0.5% valuw piine'pis. The medel s fuskretod In
Appandy 1.

- Imuedinaly inlfigle 0
. Taikag which, I} will have tho
1}, b,

* Afler o & manih paned for nach wath alreom,
fhere vell 5o @ Tua up” caloustion fretthg off
Benyfils seonied against down paymetls shoudy
made} prooess,

= Al the palnt of (ho ‘tus Up® Dw aesumuaiatod
Lenafts of wl tha skeemy are mutlplod by the

dawn phymeris pakd In e casa thal |he
acsumuisiad bonetils of off the kiroams frultpgad
ty te ageed benidl polcsniage oxcued the
EvN payTients mace, Ina uxods fuds bocomn
piyat'a to MoKy, In cssa kel Lhe
ancumuialzd baneltz for ol tho straam miEtplied
by e foos povobds is ises than the
RARIALE tnace wher § mooths, Mokinzey doss
rol reteive o geymant for (bt monh, TiG
proooss repaals itsad montily,

ni3ae and compared b e

+ Aller month 12, Eskom has an oplicn lo canesi
this agreemant # A savings havo boon roalsed,
Al that sisgs, ehould Fehom oloct o lominaty
ihe agreomunl, p "fue up® procoss Wil toke
ay,

» The Tuamination clopes of the contract wit
apply o sottlemen] of mondes cwad Lo sliher
party wil taks placy, B there & mosey owod 1o
eiher party. This it the finonclal bsnefil 16
Eekem I emafiar (han the down payments mada
to Mciinsoy, Kckinsoy witt have o pay back the
difference to Egkem,

» The paymenlsfieea due to MeKineay vwi3 ba potd
over (o lurms &4 doscribed In Appendix 1 and
Appendin 2. Eceontiglly EeXomn wil reccie
paynent lgnme az foliows for &l poymonl dus
and Payabio to Mcinsay Lo, GD% within 30 days.
of "o up” process. 308 of “lrue up” process
vAihin £ year of "buw up” procaes and 165 within
2 ynarg cf Inlda) *tres Up” prosacs Tho defarrad
payments ca nal atract any nleregl,

= The conlmet il Incleda en exil clause alter
fexl 12 months fom stast of contract § na
bonafits are roalized

= Autapted
* The fellowing four termination scenarios are Lo
Aply

» Eskom fios the Hoht to lominaln, edher the fulf
contreel of indhidusl warksieoms ofler 12
months o conwad etarl or slad of the
wotksteam in casa lha bopefia for ehher the
whola conlroct or on individual warkslraam does
'r:‘l Tutwc:gh Iha down paymants mada cold this

il

sln rame (o conimact s terminaiod eiter 12
inenths of eihor contiacl or worksbream alast the
tnu-up 6t the polnt of terminalion shas be tha
dowrr paymams nel of tha “rezited moasuras”
ard (he respaclve valie sharnc for lhose
meamras bebwosn 102 (approvad by StesrCom)
£ne I readeed*

« Tthat of tha paring may ierrinate # any of o
avasls mentianed In the sectfan “Soundary

arfse and Erxom will be fuble
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proviza il paymant of s initiobiven agpiovas by
DtaerCom In Eno with tha stage palo procoss. in
each owont, & fue up wil Be undorloion
foliawdng a tennination.

» If o tanmination lu dus ta any avants oudside eny
of thie partics® enntroh (Forca KMajnire) Eskem
ohll pay $o KeKinsoy! (1) aay amounts ¢ue 1o
Mciinzoy purguant 16 8 bua 1) or (2) 76% of
any relevant down payment ¥ impad duos oot
nicaed down puyments recofved at ihe rifevant

- Hna
+ Tho develapmunt of packogas reiatng totha | » Asceplied, i
unfocking of cosh oy optimiztg tha bakhata a ns of lhu G valye fer

shael, the unincidag of funding sowtos and ¥

meough adcitions] firanclai opporiuniles nd (includhq vl wry Mansgemant], Primary
Sinm managanam at Madupl. Kusie and Enargy, Genoraticn and Claims Manogement
Ingiuta, bo Approvaess. Thaee projecis togathor have bean concluded, However, thete aie fow
with any othar proiosls 5 may bo kartled in | bul slgallicant cpon Rome and astions o be
{ha future may bu included i tha progrom a1 appraved by 1t StearCom ancier actioned by

Eskorn's 2cia dizerotion on i enea by coso e vadows  teams.  Vake  Packega
basls dopending on vatua to Eskom Memamndums aro allached as Appandlxes 5, 0,
7 & Braspocivily.

« Tho valie packagea ssrocioled with fundieg
sources and addienal finsneing epperturites
wil meyma onco directon 15 provided by the
Crdwf Pinencial Offcer.

= Thal a Negolating Toam that wiFf 8lea sarvo | & Aceptad
4 8 Sinodag Committos for tho developmenl |« Tha terma of reforence of th commlitoe wifl be
of Esken’s Tep Enginnnm connuling uil bo finalizad onen tha required dotogation of
authedsed wndsr the Chalmmanahip of Ihe pawers for this cemmilion has boen nparovod
Groyp  Executiver  Technolegy  and
Commurelal 1o develap, nopolieto  ond
implsmanl tha stove, subjett lo Eskem
Detagation of Aulherly.
ENSL und Skifs davolopant matrix A Suppiar Develbpmend and Locatisation Sﬁsij
proposal ot doi's with aiils mapmunl ‘ocal
paringr capagitotien and the dave'opnemt of Top
Engineees s attochod ga Appandie s,

d Falprien expensen shyl be dn McKinaey mqulie axponses paymenle aulsida
acosrdnnea with the Nutional Treasury Guldefine | the “ed rak” portion of lla
Mooy b witing to comply whh the Natenal
Treeswy guideino  for  gxpense  paymonis,
- McKingny howoret olilns 1o eht o pply s e
Irval quidolines. Tha ¢ap on GRpeTZes ik ol 105
of Usy Mekneey's shate of bonelits readised. Seo
Fppondic 2, To 0xpensed are oo nel svaliznk
T nexutiong.
| Henotistion Team Partic|
Lead Neanliator Prish Goy

<

 _ Mombizogie Nedoals |
matbinmel - Jotiukins Makhobuy

Tectinic:t duhastong Ml .
Freddy Ndou ?Imzmu Bnehs! NHagar
Snehat Nagar SO4L - Mandia Gebingea
Mandls Goblges hndio Dikona
TopEnginters - Sunn Muioss
Bruno Sotra
1yt Timm:
Frodiy Nidoo was nat avaliabia [or tha regotialons
dun Lo prisr eanngarmmnis

12

BTC passes the following resolution on 21 October 2015 in relation to
the Top Engineers Programme —
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The documents record that Eskom request McKinsey to commence with
services prior to the conclusion of the SLA. A letter of intent appears to
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have been circulated to McKinsey {not official or dated) which records
the aforesaid and the basis for the engagement with McKinsey,

We require a copy of the official letter to McKinsey, as this also
gives rise to contractual obligation to the extent that the SLA is
deemed to not have come into effect on 1 February 2016.
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On 17 December 2015 Eskom accepts the proposal of McKinsey
for the provision of consultancy services in respect of the Top
Engineers Programme, with the following note —

e The considered opinion of the National Treasury
instruction will hold througho ut the life of the contract;
The contract documents will be available for your

signature indue course;

2015
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Risk Based SLA (17 Feb 2017).docx 17 February 2017
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Up and until this point of the negotiation and approval of the Top
Engineers Programme the intention of the parties are to conclude
a Service Level Agreement.
On 7 January 2016 Eskom and McKinsey concluded a Service Level | 7 January

15

Agreement which contains the following material terms —
e Condition Precedent:

» The auditors confirmed that the Tracing Tool incorporates
the necessary controls to allow a reasonable audit of the

data thereon;

» A Steering Committee was constituted by Eskom. {t appears
that the Steering Committee was constituted prior to 31
January 2016, as the first steercom meeting was on 9
February 2016.

[Drafting Note: we require confirmation whether the suspensive
conditions contain in the SLA were fulfilled by 31 January 20186.

For this to be demoenstrated, we reqguire the following

¢ Copy of the written confirmation of the auditors. {The agreement
does not define the term Auditors];

o The date when the Steering Commitiee was finally constituted by
Eskom. As the Steering Committee would be fulfilling certain
functions normally vested with the BTC and Eskom Board. In that

regard we require a copy of the minutes of the BTC meeting
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which approved the Terms of Reference of the Steering
Committee as annexed as "I" to the SLA.

e Alternatively, were the conditions waived or extended?

Note: Eskom must be satisfied that the Steering Committee was
properly constituted by the BTC (should such authority vest in the BTC),
if not by the Eskom Board in accordance with the Eskom Delegation of
Authority Framework. As the Steering Committee fulfils a very important
role in the approval process contemplated by the SLA — we need fo
ensure that there is no basis to challenge the authority of the Steering
Committee to discharge the duties afforded to it.

Annex |
STEERING CONMITTEE TERIS OF REFERENCE

4 CONSTITUTION

The McKinsey Moster Agreemenl Sleering Committes (tho Cemmitien™) is a
commulee eslatlished by BOARD TENDER COMMITTEE fo provide guidance and
support to the Top Enginears Programitie, 25 well as provida guidance (0. and
approval of all Work Package Inilativas (as defined In ihe Senviues Lovel Agreemant
ic be griared inio botwenn Mckinsay & Company and Eskom (the *Servicas Level
Agreemunt™ for genaratlza of ssvings viz Pracursment, Primary Enedyy, Gongration
and Claim Management. The Committee shall be in eparation for tha duration and &
of the Sorvices Level Agroemant.

Tha Cemmbtea chall isa its delegated authority as set forth herein, in azcordance
with the lateat revision of she Bckem O ion of Autherity B subject to the
provisions of the Companies A<t No 71 of 2008, Eskem Kemsrandum of {ncerporation,
the Sharahc'der Cempact, the Public Finance Managemant Act Ne. 1 of 1833 and any

sihes applcable fegislutien.

We have also noticed that the amounts reflected as "Down payments”
in respect Working Packages for "Claim Management” and
"Generations: unplanned capacity Joss" is different to the amounts
approved by the BTC on 21 October 2015 by R140 million.

e |t is not clear from the documents provided whether any down
payments were made by Eskom in terms of the SLA
accompanied by the McKinsey guarantees.

We need to understand whether effect was given to the SLA in this
respect.

16

On 9 February 20186, the first steercom meeting was held.

-
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RINUTES OF THE TOP CONSULTANTS PROGRAMME STEERING COMMITTEE
MEETING 0112016 HELD AT KGORONG BOARDROOM ON 09 FEBRUARY 2016
FROM 12H30

STRECTLY CONFIDENTIAL
PRESENT:

MEMBERS

4 Angj Singh
MrMatehala Koko

Cheef Financs Cificar ("CFGY) Chatman

K Abram Masango
Rr Bdfurin Maboiane
Kr Wilio Majola

QFFICIALS

Wi Prigh Govandar
K MA Hordricks  Commitios Sazretufy

INATTENDANCE

K Kebos Stoyn

M Vsl dogwen
Vi Dova Goirig

L Withe Prolorive
Mg Unathi Hialele
1Ay Jonatksn Brown
Mr Alexander Weiss
Mr Leranz Junghing

Vi ViEes S

Mchinzay & Company
Mckincoy & Company
Wokinzay & Comparsy
Makiczeis 2 F‘mr ‘

The

?

parties commenced with the implementation of the SLA. The

assumption is made that the suspensive conditions to the SLA were
fulfiled as at this point thersby properly constituling the Steering
Committee. However, the meeting records that SLA, "Service Leve!
Agreement to be enfered into between McKinsey & Company and
Eskom’™.

PURPOSE OF T18S BEETIHG

Prigh andon
Contenel,

Steering Commiltes Mesnbers

e Singh

tayn Bhana

Prish Govander

Charles Katma

Rave Geme

Hary Anng Hendrinks
Matzhaia Kok

Ayanga Moab
Aboar Wantings
Edwin Wabainng
Alex Weiss (MoK}

Lerare Jinghng iKMo
Erig Waond {Trznn)
Banca Seah {Tefian)
Yikos Engar {MeH]
Jenstian Bown (KoK}
tosds Mothepy (Trizan)

We require clarity on the following —

+ As the SLA was signed on 9 January 2016 by both McKinsey

and Eskom, why does the minute record the agreement will still
to be entered into. The parties concluded the SLA — the only
outstanding “"contractual issue" was for the suspensive
conditions contained at clause 3 of the SLA to be fulfilled. If the
suspensive conditions were not fulfilled by 31 January 2016 (or
no waiver or extension) thereof occurred prior to the said date ~
the SLA would lapse to the extent that there are "Surviving
Provisions". In this case the SLA record that clause 1 fo 3 and
10 to 25 are surviving provisions. Thus all clauses dealing with
the services, payment of fees efc. would lapse on 31 January
20186, if the suspensive conditions were not fulfilled.

@
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s [s there any specific reason Eskom contends that the SLA was
"not entered into" as at 9 February 2016 (date of the first
Steering Committee meeting?)

During the first meeting reference is also made to the Top Consultant

Programme, as opposed to Top Engineers Programme.

Please confirm whether reference to the Top Engineers and Top

Consultants Programme is the same in accordance with the resolution

of the BTC on 21 October 2015. We need to understand the following
Why the change in terminology;
If there is a difference between Top Engineers and Top
Consultants Programme, please advise what the difference
is and whether the scope of the programme was extended
and if so, whether the BTC approved any extension to the
scope of the programme.

17 In correspondence between Eskom and McKinsey concerns are | February 2016
raised relating to Regiment Group and Trillion Group with
reference to the Financial Mail article of February 2016.

These correspondence also refers fo "Top Consultant
Programme" as opposed to the Top Engineers Program”
18 Steering Commitiee meeting 31 March 2016

12. STEERCO GOVERHANCE

Prish Govendar presanisd an cvandew o the three beet optiont on how o aligs lhe
TOP Stogring Committes.  This commitiaa is put in pises Lo dnwe tha Design to Sool
Statagy and heéw the Corporale Plan resubis can be ashleved, Guidanca from ina
Commillens mambers on he Govemance snd Decisicnt ta be mada at this committea in
terms Egkor's overnf Guidance, Prish to engags win Delcits, Matshola Koo pad
Apam Masange with tha oropased ofitionz for hra Stosrea Govarnancn and mandale i
safting up the RMO.

Reaolved/Actton/Comment:
+ Prish Govender 1o provide fecdbsck al the nex! Siasrcc afler dscussion wilh

Alatshels, Abram and Sihle from Duloitte,
EEEEN R

)]
%; e
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17 February 2017

it appears that certain governance related aspects of the
Steercom was not yet resolved at this point. Please advise
whether the status of Steercom would have been impacted or
does this deal with other realted aspects of the process.

19

Inthe letter of McKinsey dated 31 March 2016, Eskom is informed
of the termination of its relationship with Trillion, including the
following -

We rckaowiedpe that the deadt of the Serviees Level Apreoment botween Bgkom
and MuKinsey entails the regairement of oinsourcing a percentage of the toial
conmlting fec o & Supptier Dovelopment partaer. We are fully committed to
ghing cffeet 10 this obligation deapite the termination, Tn light of te previousty
Isaged seds ing relativnabip with Trillian whick, under tha curment
conditions, will not be possible, we would epprecints an opportunity fo develap
aptfony with Pslom fo ensure thet wo meat iz wiptlier development obligations.

We gre very much committed to suppen Fskom on this going forwasd. Pleaso ke
it &5 our sign of i that we so far inued cur teams 1o push far impact

McKinsey refers to the SLA as a draft Service Level Agreement,
but in its letter to Eskom on 28 June 2016 (pursuant to Eskom's
termination of the SLA on 16 June 2016) as the "Master Services
Agreement finally concluded in Janaury 2016". Thus refering the
the SLA.

From a legal assessment the SLA was concluded on 9
Janaury 2016, however certain of its provision (clauses 4 to
9) may not have come into effect if the suspensive conditions
were not fulfilled by 31 Janaury 2016 (alternatively waived or
extended).

You wil rectgiaie that we dedicated n wam for a period of & montls, starting on

_D6-12.3015, 10 Tegotiain e

24.14 cloaly stales, that ... Temtination of this Agreement fot iy ite

o § :

:han nof relanse a Parry from any liability which at G tipss of eruination has

already ecciued 1o wich Pary or which Iherzafior may acerue in respect of any

a0t o1 pmission prior o such wrminstinn. The provmans of this Agreement

which expressly or impliedly have cﬂ:ecx aftee Ffmtm!gun will continue @ be
hstead o

eafoneahle ing {zrmination ding that the clauzes
iemselves do not exprossly provide for tais.”

&
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From: Prish Govender

Sent: Tuesday, 21 February 2017 14:.07

To: Suzanne Daniels

Subject: FW: 20170217_Mckinsey Contract Final Memorandum_mah_V0-1
Attachments: 20170217_Mckinsey Contract Final _Memorandum_mah_V0-1.docx

For review thx

From: Mary Anne Hendricks

Sent: 21 February 2017 04.:06 PM

To: Prish Govender

Subject: 20170217_Mckinsey Contract Final _Memorandum_mah_V0-1
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)Eskom
MEMORANDUM
To: Mr Matshela Koko; Interim Group Chief Executive
From: Mr Edwin Mabelang; Chief Procurement Office
Date: 17 February 2017

SUBJECT: FINAL SETTLEMENT RISK BASED CONTRACT

MCKINSEY & COMPANY

PURPOSE:

1. Request to pay the final amount for the termination of the McKinsey MSA in line with

approval from Board Tender Committee and the provision for the amount payable in
October 2016.

BACKGROUND:

2.  Following the negotiation process and Board Tender Committee Approval;

A,
B.

MSA terminated in July 2016

An amount of R 937 630.00 paid to date on the settlement.

Historical and any future payments have been subjected to an internal review by

Oliver Wyman (Appendix 1)

Furthermore the MSA procurement and termination processes have been

reviewed by Internal Audit (Appendix 2). No major findings were identified.

internal Audit recommended the conclusion of a termination agreement. A

termination agreement has been concluded with McKinsey & Company.

The settlement agreement was drawn up by Cliffe Dekker Hofmeyr .
findings (Appendix 3)

Finance Division

Megawalt Park Maxwell Diive Sunninghill Sandton
PG Box 1091 Jobannesburg 2000 SA

Tel +27 11 800 4647 Fax +27 0BG 663 5892 www

Eskom Holdings S0OC Ltd Reg Ko 2002/015527130

No major
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DISCUSSION:

3. In line with negotiations with McKinsey & Company to date, the external review by Oliver
Wyman and the Board Tender Committee Approval on the 8 February 2017, a final
settiement value of R460 million is due to McKinsey & Company and BEBEE partner.

FINANCIAL IMPLICATIONS:

4. Afinal settlement payment of R460 million is due to McKinsey and the BBBEE partner.
The provision for payment for R 500 million was made October 2018 (appendix 4)

BUDGET IMPLICATIONS:

5. This is budgeted for in Cost Centre 111000.

RECOMMENDATIONS

6. To settle the outstanding amount payable to McKinsey and the BBBEE partner of R460m
conclude the termination of the MSA.

Supported By: Supported by

e

Prish Govender

Edwin Mabelane

GENERAL MANAGER: F PROCUREMENT OFFICER
CAPITAL ASSURANCE

Date: Date:

Supported By: Approved:

Suzanne Daniels Matshela KoKo

GROUP COMPANY SECRETARY INTERIM GRCUP CHIEF EXECUTIVE
ACTING HEAD: LEGAL & COMPLAINCE

Date: Date:
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From:

Sent:

To:

Subject:
Attachments:

As discussed
Prish Govender

Begin forwarded message:

Prish Govender

Friday, 04 September 2015 06:08

Tshiamo Makoloane; Bruno Correia

Fwd: Proposal for finance work

150902 LOP strategy and finance work (v3).docx; ATTO0GO 1. htm

From: <lorenz jungling@@mckinsey.com>

Date: 03 September 2015 at 5:52:19 PM SAST
To: <Prish.Govenderf@eskom.co.za>

Ce: <kokoMM@eskom.co.za>, <alexander weiss@mckinsey.com>,

<vikas sagar@mckinsey.com>, <christine wu@mckinsey.com>

Subject: Proposal for finance work

Hi Prish,

as discussed with you, Matshela and Anoj, please find enclosed the fixed fee proposal for the
emerging finance work. Please let me know if there is anything additional you need from us.

Take care,

Lorenz

Dr.-Ing. Lorenz Juengling

Principal

McKinsey & Company

Johannesburg

Mobile: +27 82 329 8178

Pamela Khumalo
Executive Assistant

Office: +27 11 506 8959
Mobile: +27 83 321 8042

pamela_khumalo@meckinsey.com

(See attached file: 150902 LOP strategy and finance work (v3).docx)

This email is confidential and may be privileged. If you have received it
in error, please notify us immediately and then delete it. Please do not
copy it, disclose its contents or use it for any purpose.
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McKinsey&Company

CONFIDENTIAL

Ciick here o enter text
Matshela Koko, Group Executive Technology and Procurement, Eskom

Ciick here o enter text
Vikas Sagar, Director, McKinsey
Lorenz Juengling, Principal, McKinsey

1 August, 2015

Ad hoc support for urgent finance and
strategy work

Dear Matshela,

As discussed with you and Anoj over the past couple of days, please find enclosed
our proposal how to support Eskom on the emerging work around financial and
strategic topics that do not fit under the currently negotiated performance based
MSA. This document outlines our understanding of the scope, a suggested
approach and required professional fees. We are looking forward to discussing this
proposal with you.

OUR UNDERSTANDING OF THE SCOPE

In its current turn around mode Eskom requires support on a various urgent topics.
In detail we discussed the following work streams

m Meeting cash flow and profitability targets for FY16
m Updating the current business cases for Medupi and Kusile

m Further developing and disseminating Eskom’s new design to cost strategy
doctrine

m Adapting Eskom’s top level governance to ensure delivery of the new strategy

All of the above work streams need to be tackied ASAP and finalised before the
end of the financial year.



ESKOM-14-1509 U43-PG-177

SUGGESTED APPROACH

Meeting FY16 targets

Latest Estimates indicate R 11 billion profitability gap versus the corporate plan for
FY16 and additional cash flow requirements of up to R 12 billion. These numbers
move as more and more detailed information about Eskom’s true financial health
becomes available. Target of this work stream is to ensure a positive year end
closing and to deal with the additional cash requirements.

In order to achieve this goal potential initiatives how to avoid short term losses and
unlock cash will have to be identified, quantified and handed over to the respective
line managers for immediate implementation. These initiatives will focus on short
term measures like primary energy cost containment, procurement spend reduction,
reduction of employee benefits, and generation of additional financial income.

As soon as Exco approves the initiatives as identified by the team, our support will
shift towards supporting the initiative owners and monitoring immediate
implementation. This support will continue until the end of the year to ensure that
all required targets are met.

Updating Medupi and Kusile business cases

Since the last update of the business cases for Medupi and Kusile several
substantial changes have taken place, like switch of the C&I supplier and additional
labour unrests. The focus of the new update is to work these into the timeline and
budget calculations and by that ensure that both critical projects have the required
funding for timely completion available.

McKinsey has supported both projects extensively in the past and can draw on
substantial experience to ensure a quick and precise implementation of the update.
We expect to be able to complete this work stream within five weeks after project
start.

Further developing the design to cost strategy

Eskom has decided to change its strategic from a cost reflective tariff under any
circumstance towards adopting a long term tariff path that supports sustained
growth for the South African economy. This strategic shift triggers drastic changes
to Eskom’s financial model, budgeting and ultimately the corporate plan for the
next five years.

The focus of our work would be to detail out the high level strategic plan into
realistic financial statements and detailed budgets over a five year horizon.
Additionally operational KPI’s for a turnaround of Eskom’s health have to be
defined and aligned with Eskom’s various delivery units. This work will be

MeKinsey & Company | 2
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accompanied by multiple stakeholder engagements with board, DPE, DoE,
NERSA, and the public.

McKinsey has supported the early development of the design to cost strategy of
Eskom as well as a deep understanding of the operational side of the business. We
are therefore perfectly positioned to detail out this work going forward and support
Eskom in aligning its stake holders. It is our understanding that this work will
continue until the end of FY16.

Adapting Eskom’s governance

Accomplishing the design to cost strategy will require Eskom to step up its
capability to deliver on its targets. In this context Eskom is considering a couple of
governance changes like: reviewing the current ExCo configuration, reviewing the
current structure of committees and decision bodies, and decentralising critical
support functions to empower its station management teams.

The focus of our work would be to support Eskom in defining and implementing its
desired governance changes. We assume that this effort will be possible to
complete within four weeks.

REQUIRED PROFESSIONAL FEES

As already mentioned above the nature of the work outlined in this proposal does
not lend itself to performance based fees that fund itself from direct savings. We
would therefore propose to use our traditional consulting team bundle rates as
quoted by us in the recent strategy panel tender CORP 3153 plus CPI escalation of
8% p.a.. These team bundle rates are compliant with current National Treasury
requirements

For the support as outlined above we would charge the following team bundle rates

s Meeting FY16 targets: Medium/Large project, long term bundle with a
monthly rate of R 7,037,356.68 for 6 months. The total professional fees for
this work stream would be R 42,224,140.08.

m Updating Medupi and Kusile business case: medium project, short term
bundle with a monthly rate of R 7,365,306.24 for five weeks. The total
professional fees for this work stream would be R 9,206,632.8.

m Further developing design-to-cost strategy: Medium/Large project, long
term bundle with a monthly rate of R 7,037,356.68 for 6 months. The total
professional fees for this work stream would be R 42,224,140.08.

m Adapting Eskom’s governance: Small project, short term bundle with a
monthly rate of R 5,115,111.12 for 1 months.

McKinsey & Company | 3
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The professional fee bundle rates quoted above exclude VAT and expenses for
travel and accommodation. Expenses will be charged on top as they occur
according to National Treasury guideline.

We are very excited to support Eskom on these crucial topics for the company and
the country. We are looking forward to discussing this proposal with you.

Vikas Sagar Lorenz Juengling
(Director) (Principal)

MecKinsey & Company | 4
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Unique Identifier | 240-54568432

ACCEPTANCE LETTER isi
@ €Skom Revision 1

Revision Date October2015
Group technology & Commercial
Division
Alexander Weiss and Vikas Sagar Date: 29 Sepiember 2015
McKinsey & Company - Enquiries:

Sandown Mews East
88 Stella Street
Sandown 2196

Tel +27 11 800 5976
Tshiamo Makoloane
makoit@eskom.co.za

NOTIFICATION OF ACCEPTANCE FOR THE PROVISION OF CONSULTING SERVICES

Basic of Acceptance

We accept your proposal for the provision of Consulting Services on a fixed fee basis in
accordance with the terms and conditions specified below:

Scope of work
+ Meeting FY'16 targets
s Updating Medupi and Kusile business cases
» Further developing the design to cost strategy
s Adapting Eskom’s govermnance

Contract

The terms and conditions of the NEC Professional Services Contract will apply.

Contract Conditions

Additional SD&L Requirement
-Subcontracting of 30% of the contract value to a black owned supplier will apply.

Fees

The agreed fee for the contract is R 98 461 228.27 excluding VAT, travel and subsistence
allowance. The fees are activity and output based.

Group Technology & Commercial Division

Commodl%Soufqu\g .
watt Park No 1, Maxwell Drive Sunninghiil
ox 1091 Johannesburg 2000 SA
Tei +27 11 800 8111 Fax +27 11 800 2090 www.eskom.co.za - \
Eskom Holdings SOC Limited Reg No 2002/015527/30 ((}_37 eth
lj
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® Eskom

ACCEPTANCE LETTER

Unique ldéntifier

240-54568433

Revision

1

Revision Date

October2015

Group technology & Commercial

Division

The rates per hour applicable to the contract are as foliows;

Rate per hour— | Rate per hour—
short term long term
projects (< 60 projects (> 60
consulting days) | consulting days)
Director R 2885 R 2380
Associate Director R 2885 R 2356
Senior Manager R 2297 R 1895
Mznager R 2323 R 1917
Supervisor R 1300 R 1166
Senior Consultant R 130D R 1166
Junior Consultant R 535 R 623

Documentation

The contract documents will be available for your signature and acceptance within one week of
receiving the Notification of Acceptance, or within any longer period agreed between Eskom and

McKinsey and Company.

Confirmation

We confirm that a contract will exist between Eskom and Mc Kinsey and Company on the above
basis. Please indicate your acknowledgement thereof by signing below and deliver to the

undersigned.

Yours sincerely

Matshela Koko

GROUP EXCECUTIVE — TECHNOLOGY AND COMMERCIAL

DATE: @(lei,g
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® Eskom

ACCEPTANCE LETTER

Unique [dentifier | 240-54568433
Revision 1
Revision Date October2015

Group technology & Commercial

Division

Acknowledgement

We acknowledge receipt of your Notification of Acceptance dated Zj? 'cj

toiE

.. confirming

that a contract will exist between Eskom and McKinsey and Company from 01 October 2015 or
soon thereafter.

Signature;

(23.08, wAC >

Naflie: A{E.aviozrd @8

Designation:

U B p 7o

For and on behalf of the Supplier
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Y

From:
Sent:
To:

Cc:
Subject:

Per our discussion.
Rgds
Vikas

vikas_sagar@mckinsey.com

Friday, 27 November 2015 14:20

Prish Govender

alexander_weiss@mckinsey.com; Eric Wood; Matshela Koko
Fw: Trillian Management Consuiting

Vikas Sagar
Director

McKinsey & Company, Johannesburg

Tel: +27 11 506 8149
Cell: +27 82 329 8149
Fax: +27 11 506 9148

----- Forwarded by Vikas Sagar/lJOH/Africa/MCKINSEY on 2015/11/27 04:19 PM «eer

From: Clive Angel <clive@integratedcapital.co.za>

To: Vikas <vikas_sagar@mckinsey.com>
Cc. Wood Eric <EricW@regiments.co.za>
Date: 2015/11/25 08:21 AM

Subject: Trillian Management Consulting

Dear Vic

Herewith details with regard to Trillian Management Consulting (Pty) Ltd for the purpose of

the contract;

Entity: Trillian Management Consulting
Previously: 2015/111709

VAT Number: 4950270852

TAX Number: 9330530180

PS: The name change is still pending at CIPC

Please let me know if you require any further information in this regard

Best Regards
Clive Angel

=t

This email is confidential and may be privileged. If you have received it
in error, please notify us immediately and then delete it. Please do not
copy it, disclose its contents or use it for any purpose.

+
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|\

Prishothman Govender

L S
From: janet_de_beer@mckinsey.com
Sent: Monday, 22 February 2016 09:51
To: Mary Anne Hendricks
Subject: Fw: Direct payment to Trillian
Attachments: 0805_001.pdf

Hi Mary Anne,

Please see letter attached to Prish on 9 February 2016, should you have any later communication with regards to this
request | would appreciate if you could give me feedback so that | can go back to the leadership so that | can make
the correct arrangements with regards to billing and payment to Trillian.

Appreciate your continues support on this project.

Kind regards

Janet de Beer | Senior Accountant

McKinsey & Company | Sandown Mews. Easl. 83 Slella Street | 2186 Sandown | Republic of South Africa
Direct + 27115063260 | Faox + 27115069260 | Mobile + 27636846043 | Internal 3278260
mnet_de_bser@mekinsey com

--—- Forwarded by Janet de BeerlJOH/Africa/MCKINSEY on 2016-02-22 11:47 AM ——--

From: Benedict Phiri/lJOH/Africa/MCKINSEY

To: Janet de Beer/JOH/AfricaMCKINSEY@MCKINSEY
Date; 2016-02-22 11:37 AM

Subject: Fw: Direct payment to Trillian

Hi Janet
See atiached. | have not seen a response to this yet. | think best to follow up with Vikas.
Best

Benedict

Benedict Phiri | Associale General Counsel

McKinsey & Company | Sandown Mews. East. 538 Stelia Street | 2196 Sandown | Republic of South Afnca
Direct +27 11 506 8289 | Fax +27 11 506 9288 | Mobile +37 83 3206280 | Intemal 327 8288
henedict_phiri@mackinsey com

Assistant Anita Ulanowska | Divect +27 11 506 8502 | Internal 327 8302
anita_ulanowska@mckinsey com
s Forwarded by Benedict PhirifJOH/Africa/MCKINSEY on 2016-02-22 11:21 AM -----

From: Vikas Sagar/JOH/AfricatMCKINSEY

To "Prish Govender" <Prish.Govender@eskom.co.za>

Cc: Benedict PhirilJOH/Africa/MCKINSEY@mckinsey, "Alexander Weiss" <alexander.weiss@mckinsey.com>, eric@icp.co.za, clive@tcp.co.za
Date: 2016-02-09 04:39 PM

Subject: Direct payment to Trillian

Hello Prish

In line with the contractual arrangement agreed in our MSA and per Trillian's request, we attach the authorization to
pay Trillian directly.

Please let us know if you have any questions. @/ﬂ
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Rads
Vikas

Vikas Sagar
McKinsey & Co
+27 82 329 8149

(See attached file: 0805_001.pdf)

U43-PG-185

=t

+M“
This email is confidential and may be privileged. If you have received it
in error, please notify us immediately and then delete it. Please do not
copy it, disclose its contents or use it for any purpose.

-+

&, /
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McKinsey&Company

9 February 2016

Prish Govender
Eskom
Megawatt Park
Sunninghill

Email:Prish.Govender@eskom.co.za

Dear Prish,
Authorisation to pay Subcontractor Directly

We refer to the Professional Services Confract for the provision of consulting services for 6 months entered into
between Eskom SOC Ltd (Eskom) and McKinsey and Company Africa Proprietary Limited {"McKinsey"), dated
29 September 2015 (the Agraement). As you know, McKinsey has subcontracted a portion of the services to be
performed under the Agreement to [Trillian Proprietary Limited] (Trillian).

Subject to: (i) the terms of the Agreement relating to any payments to be made by Eskom to us; and {ii) us
issuing a written confirmation of our satisfaction with the relevant services to be performed by Trillian to
McKinsey and; (iii) the correctness of the amount to be invoiced, we hereby agree for, and autharize, Trillian to
invoice, and be paid directly by, Eskom for any services perfarmed by it in pursuance of our obligations under
the Agreement,

We trust you find the above in order.

Yours gncerely

VikasSagar
Director
McKinsey and Company Africa Proprietary Limited

7

McKinsey and Company Africa Proprietary Limited
Sandown Mews East 88 Stelfa Street Sandown Sandton 2196 PO Box $52767 Benmore 2010 South Africa @7

Incorporated ant Registerad in Soulh Afnca No 2013/09125/07
Cirgctors: LJH Anwidi (Swedisk) 8 Wu P Pabhoo VN Magwenishu T Legoate {Independent)
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Prishothman Govender

From:
Sent:
To:

Cc:
Subject:

Attachments:

Dear Sirs

U43-PG-187

[

Doug Dewey

Friday, 02 October 2015 09:37

Matshela Koko; Anoj Singh

Prish Govender; Edwin Mabelane; Roman Crookes

Medupi and Kusile ; Business case and Cost savings review: 2014; Outstanding
McKinsey Invoice

20151002 McKinsey GE letter.pdf

As summarized in the attached document, Eskom owes McKinsey R 41 466 710.00 for the
above work performed during 2014.

| will appreciate your consideration of the way forward as recommended in order to unlock
the current impasse and decision taken by the R300 million Tender Committee.

Feel free to contact me for any further details you might require,

Regards
Doug
0826525122
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® Eskom

Group Executive: Technology and Commercial Date:

Adtention: Matshela Koko 30 September 2016
Finance Director Enquiries:

Aftention: Anoj Singh Tel +27 11 800 2814
Dear Sirs

Outstanding McKinsey Invoice: Business Case: Medupi and Kusile Power Station Projects

At the request of the previous Group Executive, Dan Marokane, McKinsey performed worked at
Medupi and Kusile on the review of the business cases and the portfolio. The work on the business
cases was seen as an exiension of the BPP activities to drive cost savings across Eskom. In
Cctober 2014 McKinsey invoiced Eskom R41 466 710.00 for the work performed. Eskom has not
yet paid McKinsey.

During 2014, fo enabie this payment, the Medupi Project was fasked to normalize the process by
acquiring Internal Consulting’s recommendation for using consultants and the necessary
condonations from the relevant tender committee for not having a contract in place.

The process was harmalized and Internal Consulting ratified the use of McKinsey but however
recommended that the amount be reduced by 50 %. This recommendation was informed by the
fact that McKinsey had the benefit of not competing for work and previously reduced their rates by
matching prices of other contenders for associated work.

The tender committee has since condoned the transaction, however, based on the
recommendation by Internal Consulting, the committee only approved an amount of
R29 201 382.00 hased on the appropriate National Treasury rates

McKinsey was informed of this decision but subsequently rejected it and requested a hearing with
the then acting Group Executive: Commercial and Technology, Edwin Mabelane, Based on
McKinsey's interpretation of the National Treasury procedures McKinsey has how resubmitted their
invoice to the amount of R 41 468 710.00. They are also now claiming an additional amount for
interest on the outstanding amount since October 2014 of approximately R2, 9 miillion.

Recommendation:

Taking all factors into account and similar precedencies | am of the opinion that if this matter
becomes a legal issue that Eskom will not be able to defend our stance. | would therefore
recommend that we settle the original invoice as submltied by McKinsey in October 2014 and
endeavor to negotiate the interest now claimed.

Doug Dewey -
i )

Senior Manager Finance and Rjéks
Medupi Power Station Projec

Group Capital Division

Medupi Power Station Project

Steenbokpan Rd Lephalale

Private Bag 7502 Onverwacht Lephalale 0557 SA

Tel +27 14 762 2401 Fax +27 14 762 2410 www.eskom.co.za

Eskom Holdings SOC Limited Reg No 2002/015527/30
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Prishothman Govender

From: Frans Marais

Sent: Wednesday, 13 January 2016 06:21

To: Nhianhla Kraai; alexander_weiss@mckinsey.com

Cc: Surien De Greeff; Mary Anne Hendricks; janet_de_beer@mckinsey.com;

lorenz_jungling@mckinsey.com; Khethile Mkhabela; Prish Govender;
christine_wu@mckinsey.com
Subject: RE: Contract 4600059002: McKinsey

Thanks to all.
May the 5E’s and GR's now be processed?

Frans Marals

Middle Manager Contracts Management
Business Enablement

Group IT

Megawatt Park D2 Z34

PO 8ox 1091 Johannesburg 2000

T +27 (0}11 800 3361

M +27 (0)82 653 4455

F+27 {0}69 669 4995

E-mail frans.marais@eskom.co.za

@ €Sk0m g Powering your world

From: Nhlanhla Kraai

Sent: 12 January 2016 19:11

To: alexander_weiss@mckinsey,com

Cc: Surien De Greeff; Mary Anne Hendricks; janet_de_ beer@mckinsey.com; lorenz_jungling@mckinsey.com; Frans
Marais; Khethile Mkhabela; Prish Govender; christine_wu@mckinsey.com

Subject: RE: Contract 4600055002: McKinsey

Importance: High

Good day Alex,
I'm well thanks, compliments of the new year and all the best for 2016.

Prish, the review of the business case for Kusile was carried out satisfactory in December 2014 and all the
documents were handed over to the Project by McKinsey.

Thank you.

Nhianhla Kraai

&) Eskom

Capital & Properties Division — Finance

Group Capital — Kusile Power Station Project

Eskom Holdings SOC Limited {Reg No: 2002/015527 /06)
Tel {ZA} 427 13 699 7150 | Mobile +27 82 824 4254 |

E-mail kraaind@easkom.co.za | Website www.eskom.co.Za
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Prishothman Govender

From:

Sent:

To:

Subject:
Attachments:

Hi Prish

U43-PG-190

Mary Anne Hendricks

Tuesday, 02 February 2016 12:35
Prish Govender

McKinsey completion certificate xls
McKinsey completion certificate xls

See attached as discussed sent to Nhlanhla Kraai and Doug Dewey to complete for payment

Thanks
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Prishothman Govender

IR PRI
From: Mary Anne Hendricks

Sent: Thursday, 11 February 2016 13:38

To: Maya Bhana

Cc: Prish Govender

Subject: FW: mckinsey invoices for jan 2016

Attachments: 20160211153357833 pdf

Hi Maya

Please find attached the January Mckinsey invoices for payment

Thanks and Regards
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ESKOM-14-1524

PMO Timesheet Ver!

@ m e o .."Mm_a,nn 10 ﬁﬂam.mammv
skom

MONTHLY WORK COMPLETION CERTIFICATE

Company McKinsey . oo e T IMenth Jan-2016-.
Services Output based contract -~~~ “" 1 7 lcontract No. 14600059002
Rendered for: Submission of reports. - 0 T PO Ne, 4502285514

- 85514, invoice 6393
R 6801 B05.00{PC 4502285514 invoice 8377

R 4943 755.00[P0 4B02985514, inveice 6383
R 13 603 210.C0|PC 4502285514, invoice 6378
R 13 603 210.00{PC 4502285514, invoice 5336

R 59 356 595.00| Total Value ]

Signatures & Dates: 56
e
. Ap|

2016/02/09
—Aﬂn\\\k

McKinsey incorporated T ved by:
Alex Weiss ) K\hwu:“m &

" ADMIN USE ONLY -

Serviced By COMMENTS
Date
SE#
GRN Released By
Date

GRN #

2016/02/08
Manthly Sheet
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McKinsey&Company

30 November 2015

Eskom Holdings SOC Ltd
Megawatt Park

Maxwell Drive
Sunninghill

2157

Dear Anoj,

Please find invoice 6393 for professional fees, including out of pocket expenses and support services
(excluding travel and lodging) during November 2015 for the support to the CFO Office on the
Corporate Plan work.

Please find below an overview of our main activities for this workstrearm:
Corporate Plan

Preparation of rating agency presentation with Eskom Treasury

RCA preparation on OCGTs and other topics

Finalised NT and DPE presentations

Launched divisional engageménts on Corporate Plan to develop divisional plans
Developed draft operational plans for 2-3 key divisions (Gx, PED, Tx, Dx)

Completed Board document

Launched Production Plan integration process

Yours sincerely,

Alexander Weiss
Director

McKinsey and Company Africa Propriety Limited
Sandown iMews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 Southa Arlca
Telephone +27 (0) 11 506 8000 Fax +27 {0}11 506 3000

incorporated and registered in South Africa NO 2013/091251/07 Directors LIH Arwldi [Swedish} WA Russo {American) MM Halbye {Danish}

Cy
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SE¢ 1082730704, 450 22.3551% line. (o
S 0k : .

GR SOBRT 30T McKinsey&Company
Eskom Holdings SOC Ltd McKinsey and Company Africa
Megawatt Park (Pty) Ltd
Maxwell Drive VAT no: 4040268668
Sunninghiil
Sandton
2157

Tax invoice: 6393

VAT no: 4740101508 Charge code: ESK160
Unique Identifier: 240-54568433

Payment due within 30 days of invoice date

30 November 2015

Professional fees and suppoit services (excl. ZAR 20404 815.00
travel and lodging) November 2015

VAT @ 14% ZAR 2856 674.10
TOTAL ZAR 23 261 489.10

Payment may be made by direct transfer to:

Account Name: McKinsey and Company Africa (Pty) Lid
Acecount Number: 421061812
Branch; 019205
Bank name and address: The Standard Bank of South Africa Ltd,
Sandfon Branch
156 Fifth Street
Sandton, 2196
South Africa
Please note:

Standard terms provide for invoice payment upon receipt. Interest will be charged on balances
outstanding 30 days after the invoice date, at a rate of 1% per month or as otherwise agreed.

T ——— AP YW L YT WA I

RECEIVED |
1§ DEC 201

Khethile Mkhabela

McKEnsey and Company Afrlea Proprletary Limited
Sandown Mews East 88 Stella Street Sandown Sandlon 2196 PO Box 652767 Benmore 2010 South Afrlea

Talephone +27 {0) 11 506 8000 Fax +27 (0) 11 506 9000
Incorperated and Registered in South Aflua Ho 2013/091254/07 Directors UH Arwidl (Swedlsh) WA Russe [Amerlcan) MM Halbye {Darish} &Z?/
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McKinsey&Company
30 November 2015

Prish Govender

Director Project Development
Eskom Holdings SOC Ltd
Megawatt Park

Maxwell Drive

Sunninghill

Sandton

2157

Dear Prish,

Please find invoice 6393 for professional fees, out of pocket expenses and support services during
November 2015 for the Eskom — Development design to cost strategy.

Yours sincerely,

W

Michael Kloss
Director

MekKInsey and Company Afilca Proprietary Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Afrlca
Telephone +27 {0) 11 506 BOOC Fax +27 {0) 11 506 8000

Incorparated and Rogistered In South Afrlea No 2013/091251/07 Directars LH Arwldl (Swedish) WA Russo (Ameilcan} M# Halbya {Danlsh} @7 /
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McKinsey&Company

30 October 2015

Mr Anoj Singh

Chief Financial Officer
Eskom Holdings SOC Ltd
Megawatt Park

Maxweli Drive
Sunninghill

2157

Dear Anoj,

Please find invoice 6377 for professional fees, including out of pocket expenses and support services
(excluding travel and lodging) during October 2015 for the support to the CFO Office on the
Corporate Plan work.

Please find below an overview of our main activities for this workstream:

Corporate Plan
Developed the @Risk cashflow estimate for Eskom with optimization scenario
Finalised the Eskom Design to Cost strategy KPIs and Corporate Planning Directive

Supported multiple stakeholder engagement submissions {(e.g., Gx, PED)

Developed revised funding plan with Treasury

Yours sincerely,

Alexander Weiss
Director

McKinsey and Company Africa Propriety Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 Southa Arica
Telephone +27 (0} 11 506 8000 Fax +27 (0}11 506 5000

meorporated and registered in South Afrlea ND 2013/091251/07 Directors UH Arwldi {Swedish} WA Russe (Amerlcan) MM Halbys [Danlsh)

< 7
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450 2235514 line 2o

2 ; | g) oﬁ; 40?3;?} ’ 5:( McKinsey&Company

Eskom Holdings SOC Ltd McKinsey and Company Africa
Megawatt Park (Pty) Ltd

Maxwell Drive VAT no; 4040268668
Sunninghill

Sandton

2157

Tax invoice: 6377

VAT no: 4740101508 Charge code: ESK160
Unique Identifier: 240-54568433

Payment due within 30 days of invoice date

30 October 2015

Professional fees and support services (excl, ZAR 6801 605.00
travel and lodging) _ October 2015

VAT @ 14% ZAR  952224.70
TOTAL ZAR 7753 829.70

Payment may be made by direct transfer to:

Account Name: McKinsey and Company Africa (Pty) Ltd
Account Number: 421061812
Branch: 019205
Bank name and address: The Standard Bank of South Africa Ltd.
Sandton Branch
156 Fifth Street
Sandton, 2196 /9 o//’),o A
) South Affica

Please note:

Standard terms provide for invoice payment upon receipt. Interest will be charged on balances
outstanding 30 days after the invoice date, at a rate of 1% per month or as otherwise agreed.

RECEIVED

Khethiie Michabela

McKinsay and Company Afrlca Proprietary Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Bermore 2010 South Africa

™
Telephone +27 (0} 11 506 8000 Fax +27 (0) 11 506 8000 @
Incorparated and Raglstored In South Afrles No 20£3/091264/07 Ditecters UH Arwidi (Swadlsh) WA Russo {Amerfean) MM Halbys (Denlsh)
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McKinsey&Company
30 October 2015

Prish Govender

Director Project Development
Eskom Holdings SOC Lid
Megawatt Park

Maxwell Drive

Sunninghill

Sandton

2157

Dear Prish,

Please find invoice 6377 for professional fees, out of pocket expenses and support services during
October 2015 for the Eskom — Development design to cost strategy.

Yours sincerely,

) Michael Kloss
Director

MoKInsey and Company Afrlca Proprietary Limlted
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmora 2010 South Africa

o
Telephone +27 {0} 11 506 8000 Fax +27 () 11 506 9000 C‘:)7 /

incotporated mad Registered in South Afrlea No 2013/094251/07 Direstors LH Arwldl (Swadish} WA Russo (Amedzan) M Halbya [Danlsh}
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McKinsey&Company

30 November 2015

Eskom Hoeldings SOC Litd
Megawatt Park

Maxwell Drive
Sununinghill

2157

Dear Anoj,

Please find invoice 6383 for professional fees, including out of pocket expenses and support services
{excluding travel and lodging) during October and November 2015 for the support to the CFO
Office on the Governance work.

Please find below an overview of our main activities for this workstream:

Governance - October:
m Developed P&G Committee submission and presentation

m Launch of a review of Hskom Governance processes focused on ExCO

®  Analysis of Delegation of Authority best practices

Governance - November:
m Developed new Delegation of Authority

Defined new ExCo structures and operating models
Developed ExCo calendar for 2016

Developed Governance implementation plan

Created Governance masterclass documentation for Company Secretariat

} Yours sincerely,

Alexander Weiss
Director

McKinsey and Company Africa Propriety Limited
Sandown Mews East 88 Stalla Street Sandown Sandton 2186 PO Box 652767 Benmore 2010 Southa Arlca
Telephone +27 (0) 11 506 8000 Fax +27 {0}11 506 9000

tncorporated and registered in South Afrlca NO 2013/091251/07 Directors LiH Arwldi {Swedlsh) WA Russe (American) MM Halbye [Danlsh)

o7
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450223551t line bO
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Eskom Holdings SOC Limited
Megawatt Park

Maxwell Drive

Sunninghill

Sandton

2157

VAT no: 4740101508
Unique Identifier: 240-54568433

U43-PG-200

McKinsey&Company

McKinsey and Company Africa
(Pty) Ltd.
VAT no: 40402686638

Tax invoice: 6383
Charge code: ESK162

Payment due within 30 days of invoice date

30 November 2015

Professional fees and support services (excl.

travel and lodging) _November 2015

VAT @ 14%
TOTAL

Payment may be made by direct transfer to:

Account Name:
Account Number; 421061812
Branch: 019205

Bank name and address:
Sandton Branch
156 Fifth Street
Sandton, 2196
South Aftrica

Please note:
Standard terms provide for invoice payment upon receipt.

ZAR 4943 755.00

ZAR 692 125.70
ZAR 5635 880.70

McKinsey and Company Africa (Pty) Lid

The Standard Bank of South Afiica Ltd.

" RECEIVED
1§ DEC 208

Khethite Mikhabela

Interest will be charged on balances outstanding 30 days after the invoice date, at a rate of 1% per

month or as otherwise agreed,

McKInsey and Company Africa Proprietary Limlited
Sandown Mews East 28 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Africa
Telephone +27 (0} 11 6506 8000 Fax +27 {0) 11 506 9000

Incorporatad and Reglsternd In South Afelca No 2013/091251/07 Oirectors LIH Arwid] (Swedlsh} WA Russo (Amerloan) MM Hatbye (Danish)

Q%/
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McKinsey&Company
30 November 2015

Prish Govender

Director Project Development
Eskom Holdings SOC Limited
Megawatt Park

Maxwell Drive

Sunninghill

Sandton

Dear Prish,

Please find invoice 6383 for professional fees, including out of pocket expenses and support
services for the period 01 October — 30 November 2015 on the ‘Adapting Eskom’s Governance’
) project,

Yours sincerely,

Michael Kloss
Director

McHinsey and Company Africa Proprietary Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 South Africa o
Talephone +27 (0) 11 506 8000 Fax +27 (0) 11506 9000 &7

inzorporated ond Reglstered In South Aflca No 2013/091261/07 Directors LIH Arwldi {Swedlsh} WA Russo (Amerlean} MM Halbye [Danlgh}
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McKinsey&Company
30 October 2015

Mr Anoj Singh

Chief Financial Officer
Eskom Holdings SOC Ltd
Megawatt Park

Maxwell Drive
Sunninghill

2157

Dear Anoj,

Please find invoice 6378 for professional fees, including out of pocket expenses and support services
(excluding travel and lodging) during October 2015 for the support to the CFO Office on the Latest
Estirate work.

Please find below an averview of our main activities for this workstream:

Latest Estimate
®m Finalized position papers on Exxaro Coal Provision and Municipal Impairment
m Syndicated final position with relevant stakeholders

m Defined pre-requisites for redirection of Medupi coal

Yours sincerely,

Alexander Weiss
Director

McKinsey and Company Africa Propriety Limited
Sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 Southa Arica
Telephone +27 {0} 11 506 8000 Fax +27 (0)11 506 9000

Incorporated and reglstered In South Africa NO 2013/091251/07 Directors LIH Arwldi (Swedlsh) WA Russo (American) Mt Halbye {Danlsh}

7y
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P 1450228 551G line 40
SE: DR RT3 0914

G 500528 F IR McKinsey&Company
Eskom Holdings SOC Ltd Sandown Mews East
Megawatt Park 88 Stella street
Mazxwell Drive Sandown
SUninghill Sandton
Sandton 2196
2157 Reg No: 1995/002398/10

VAT no: 4740101508 VAT no: 4710150048
Unique Identifier: 240-54568433 TAX Invoice: 6378
Charge code: ESK161
30 October 2015
Professional fees and support services {excl. ZAR 13603 210.00
) travel and lodging) _ October 2015
VAT @ 14% ZAR 1904 449.40

TOTAL ZAR 15507 659.40

Please Wire Transfer to:

Account Name: McKinsey Incorporated

Account Number: 421061812

Branch Code: 016205

Bank name and address: The Standard Bank of South Africa Ltd.

Sandton Branch
156 Fifth Street
Sandton
Gauteng

South Africa

Please quote invoice number and charge code reference on transfer and remittance.
Please note:

Standard terms provide for invoice payment upon receipt. Interest will be charged on balances
outstanding 30 days after the invoice dale, at a rate of 1% per month or as otherwise agreed.

Your invoice is incrypted in order to comply with SARS requirements that invoices and
statements sent electronically should be tamperproof.
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McKinsey&Company

30 November 2015

Mr Anoj Singh

Chief Financial Officer
Eskom Holdings SOC Ltd
Megawatt Park

Maxwell Drive
Sunninghill

2157

Dear Anoj,

Please find invoice 6386 for professional fees, including out of pocket expenses and support
services {excluding travel and lodging) during November 2015 for the support to the CFO Office
on the Latest Estimate work.

Please find below an overview of our main activities for this workstream:

Latest Estimate
= Supported Divisional budget challenge sessions
m Supported Finance in preparing ExCo sessions on budget

m  Prepared Finance Committee presentation

Yours sincerely,

Alexander Weiss
Director

McKinsey and Company Africa Proprlety Limited
sandown Mews East 88 Stella Street Sandown Sandton 2196 PO Box 652767 Benmore 2010 Southa Arica

Telephone +27 (D) 11 506 8000 Fax +27 (0)11 506 5000

tncorporated and registered In South Africa ND 2013/091251/07 Directors LIH Arwldt (Swedlsh} WA Russo [Amarlcan) MM Halhye [Danish)
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PO+ 450228 5514 line IO
SE108RI3 90

o 500S 2§7 135 McKinsey&Company
Eskom Holdings SOC Lid Sandown Mews East
Megawalit Park 88 Stella street
Maxwell Drive Sandown
SUninghill Sandton
Sandton 2196
2157 Reg No: 1995/002398/10

VAT no: 4740101508 VAT no: 4710150048
Unique Identifier: 240-54568433 TAX Invoice: 6386
Charge code: ESK161
30 November 2015 N T
Professional fees and support services (excl. ZAR 13 603 210.00
) travel and lodging) _ November 2015 ‘
VAT @ 14% ZAR 1904 449.40
TOTAL ) ZAR 15 507 659.40
Please Wire Transfer to:
Account Name: McKinsey Incorporated
Account Number: 421061812
Branch Code: 019205
Bark name and address: The Standard Bank of South Africa Lid.
Sandton Branch
156 Fifth Street
Sandton
Gauteng
South Africa

Please quote invoice number and charge code reference on transfer and remittance.

Please note:

Standard terms provide for invoice payment upon receipt. Interest will be charged on balances
outstanding 30 days after the invoice date, at a rate of 1% per month or as otherwise agreed.

Your invoice is incrypted in order to comply with SARS requirements that invoices and
statements sent electronically should be tamperproof.
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Prishothman Govender

L BRI

From: lorenz_jungling@mckinsey.com

Sent: Friday, 18 March 2016 22:47

To: Prish Govender

Subject; Fwd: Trillian Invoice

Attachments: TMC - Corporate Plan work schedule.pdf; ATTO0001.htm; TMC - Invoice ESK2016-

MCO1.pdf; ATT00002.htm

Will review tomorrow...

Dr. Lorenz Jingling
McKinsey & Company
+27 82 3298178

Begin forwarded message:

From: "Tebogo Leballo" <tebogo(@tcp.co.za>

Date: 18 March 2016 at 13:29:36 GMT-2

To: "Mosilo Mothepu" <mosilo@itcp.co.za>, Lorenz_Jungling@mckinsey.com
Subject: Fwd: Trillian Invoice

Good day Lorenz

As per your discussion with Mosilo, please find attached the invoice from Triilian for sign
off.

Please forward the signed copy to Edwin.
Should you have any concerns, please revert back with comments.
Regards

Tebogo Leballo
Trillian CFO

== ===+
This email is confidential and may be privileged. If you have received it

in error, please notify us immediately and then delete it. Please do not

copy it, disclose its contents or use it for any purpose.

; 4
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TRILLIAN

MANAGEMEN T CONSLLNMNG

2 TRELLEAK CAFTAL PARTHFAS Cowvte

12 February 2016

Mr Anoj Singh

Chief Financial Officer
Eskom Holdings SOC Limited
Megawatt Park

Maxwell Drive

Sunninghill

2157

Dear Mr. Singh,

Please find invoice for professional fees including out of pocket expenses and support services
during December for the support to the CFQ office on the Eskom Procurement Turnaround and
Defined Benefit Obligations.

Please find below an overview of our main activities for each of the two streams:

Eskom Procurement Turnaround:

* Licensing of a run-time version of the tool and embedment thereof

* Data extraction, load and report creation

* Detailed data analytics

*  As-is assessment of Current SCM environment

e |dentification of weaknesses and gaps that impede SCM efficacy

* |dentification of preliminary costs savings ocpportunities

* Provision of empirical data to support base-lining initiatives

*  Analysis of inventory to assess effectiveness of inventory investment
* Compilation of comprehensive findings report with attendant detail

Trillian Management Censulting (Pty) Lid Reg No: 2015/111709/07

Address: 4™ Floor, 23 Meirose Boulevard, Melrose Arch, 2196 \
Directors: B Smith {CEQ), B Burnand {COO} ]

www.tcp.coza /
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D

Defined Benefit Obligations - Qutline of investigations performed and reporting structure:

The defined benefit obligations can be summarized in 3 different categories:

* Pension obligations — this obligation is funded through a separate fund. It is our understanding
that the obligation is fully funded with no liability (or asset in the form of allocated surplus) on
the balance sheet. This obligation was not part of the investigation.

¢ Leave pay obligations — this is an unfunded ongoing obligation with a current value of R1,206
million. A provision is made on the balance sheet.

* Post-retirement medical obligations - this is an unfunded obligation with a current value of
R12,338 million. A provision is made on the balance sheet.

A detailed report will be presented setting out the investigation performed, scenario analysis and
recommendations. The report will address the following matters regarding the unfunded liabilities
{specifically the post-retirement medical liability}:

*  Risks associated with the subsidy/benefit policy
*  Current valuation and main assumptions influencing the liability
+ long term projection of financial impact {balance sheet, expense and cashflow)
* Scenario analysis and impact assessment of:
o Various changes in subsidy structure
o Various changes in valuations assumptions
*  The report will make recommendations on:
o Investigation required to improve the accuracy of the valuation
o Strategies to consider that will mitigate risks and limit the future impact associated
with the obligation
o Strategies to consider that may remove the liability from the balance sheet in a cost
effective manner.

The report will be presented by the end of the week starting 15 February 2016.
Thanking you in advance,

Kind Regards,
Bianca Smith

il
<
.‘_“/‘g! S
o

T Triltian Management Consulting (Piy) Lid Reg No: 2015/111709/07
Address: 4" Floor, 23 Me!rose Boulevard, Melrose Arch, 2196
Directors: B Smith {CED), B Burnand {COQC) @—7 /

www.tcp.co.za N
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Prishothman Govender
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From: Bernadine_Soriano@mckinsey.com

Sent: Friday, 18 March 2016 12:58

To: Prish Govender

Cc: Ashirvad Sookun; adam_kolesa@mckinsey.com

Subject: GCIA operating model

Attachments: 20160310 GCIA operating model vi4.pptx

Hi Prish,

Hope all is well. Attached is the latest GCIA operating model incorporating changes form our discussion yesterday.
Please let me know if you have any questions.

Look forward to discussing it next Tuesday. Have a great break!

Best,
Bernadine Soriano
McKinsey & Company

+1 (215) 500-8749(See attached file: 20160310 GCIA operating model vi4.pptx)

k3 13
T ]

This email is confidential and may be privileged. If you have received it

in error, please notify us immediately and then delete it. Please do not

copy it, disclose its contents or use it for any purpose.

e e e e e e e S ST +




ESKOM-14-1542 U43-PG-210

\¢

Prishothman Govender

L SEC EERRR. IR R R PRI PSS
From: Maya Bhana on behalf of Anoj Singh

Sent;: Wednesday, 30 March 2016 10:15

To: Prish Govender

Subject: FwW: 20150316_GCIA+Reorganisational+Design_Final.pptx

Attachments: 20150316_GClA+Reorganisational + Design_Final.pptx

From: Mohammed Mahomedy Transnet Corporate JHB [mailto:Mohammed.Mahomedy@transnet.net]
Sent: Friday, March 18, 2016 8:34 AM

To: Anoj Singh

Subject: 20150316_GClA+Reorganisational-Design_Final.pptx

This is the detailed GciA deck
If you need anything further, please shout

Thanks Chief

Mo

DISCLAIMER: The information contained in this email and its attachments is both confidential and subject
to copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use
the contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
immediately. This e-mail message does not create any legally binding contract between Transnet SOC LTD
and the recipient, unless the contrary is specifically stated. Statements and opinions expressed in e-mails
may not represent those of Transnet SOC LTD. While Transnet will take reasonable precautions, it cannot
give any guarantee or warrant that this email will be free of virus infections, errors, interception and,
therefore, cannot be held liable for any loss or damages incurred by the recipient, as a result of any of the
above-mentioned factors.

B



ESKOM-14-1543 U43-PG-211

Prishothman Govender
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From: Maya Bhana on behalf of Anoj Singh

Sent: Wednesday, 30 March 2016 10:17

To: Prish Govender

Subject: FW: GCIA Draft Value Proposition_V5_010915.pptx

Attachments: GCIA Draft Value Proposition_V5_ 010915.pptx

From: Mohammed Mahomedy Transnet Corporate JHB [mailto:Mohammed.Mahomedy®@transnet.net]
Sent: Friday, March 18, 2016 8:20 AM

To: Anoj Singh

Subject: FW: GCiA Draft Value Praposition_V5_ 010915.pptx

Howsit Anoj
Attached is a value proposition deck we prepared — highlights the key areas and achievements (value added) to date

Thanks

From: Mohammed Mahomedy Transnet Corporate JHB
Sent: Friday, November 27, 2015 7:09 AM

To: Helen Walsh Corporate JHB

Subject: FW: GCiA Draft Value Proposition_V5_ 010915.pptx

HiHelen
As discussed yesterday

Regards
Mohammed

From: Hiren Bhatt Transnet Corporate JHB

Sent: Monday, September 14, 2015 11:38 AM

To: Mohammed Mahomedy Transnet Corporate JHB

Ce: Hlumisa MaraQane Transnet Corporate JHB

Subject: GCiA Draft Value Proposition_V5_ 010915.pptx

DISCLAIMER: The information contained in this email and its attachments is both confidential and subject
to copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use
the contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
immediately. This e-mail message does not create any legally binding contract between Transnet SOC LTD
and the recipient, unless the contrary is specifically stated. Statements and opinions expressed in e-mails
may not represent those of Transnet SOC LTD. While Transnet will take reasonable precautions, it cannot
give any guarantee or warrant that this email will be free of virus infections, errors, interception and,
therefore, cannot be held liable for any loss or damages incurred by the recipient, as a result of any of the
above-mentioned factors.

Q’L\p

4



ESKOM-14-1544 U43-PG-212

Prishothman Govender
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From: Prish Govender

Sent: Monday, 23 November 2015 08:47

Ta: Lindi Petje

Ce: Lorette Sauermann

Subject: RE: Preparation for the Executive Lab

No prob 2-4 Dec will suit me better.

From: Lindi Petje

Sent: 23 November 2015 10:46 AM

To: Prish Govender

Cc: Lorette Sauermann

Subject: Preparation for the Executive Lab

Dear Prish,

On 8 December 2015, | will be participating in an Executive Transition Lak with Deloitte. The Lab is a facilitated work
session set in a structured and confidential environment. During the Lab { will work with the Deloitte facilitation
team to define priorities, assess relationships and develop a crisp, actionable plan for the next 180 days. As part of
our preparatory efforts, the Deloitte team would like to conduct a brief interview with you to gain insights that will
help enhance the Lab experience and ultimately enable me to have a clear plan of action. if the interview is
agreeable then | will have the Deloitte team proceed with the coordination.

Please coutd you let me know when Deloitte can contact you on either of the following dates 30 November, or2 -4

December. Should you need further clarity please do not hesitate to let me know.

The meeting can be 40 minutes telephonically

Kind regards

Lindiwe Petje on behalf of Peter Sebola

Lindiwe Petje

Secretary to Peter Sebola

General Manager- Contract Management
Tel:0118004554

Fax:; 0866071079
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Prishothman Govender

R T L O AR BRI
From: Du Plessis, Izak (ZA - Johannesburg) <izduplessis@deloitte.co.za>
Sent: Wednesday, 10 February 2016 09:11
To: Prish Govender
Cc: Sivasanker, Shamal (ZA - Johannesburg)
Subject: Setting up of Executive Lab
Hi Prish,

it was good to see you at the Nersa hearings.

We talked about arranging an Executive Lab for yourself. Shamal and | would like to meet with you to start this
process,

What is your availability over the next two weeks?

Regards,

lzak du Plessis

Associate

Growth and Corporate Development

Detoifte Consulting Pty Ltd

Defoilte Piace, Building 33, The Woodlands, 20 Woodlands Drive, Woodmead, 2052, South Africa
Maobile; +Z7 ()82 464 5912

izduplessis@deloilte.co.za | www.deloitte.com

Important Notice: This email is subject to important restrictions, qualifications and disclaimers ("the
Disclaimer") that must be accessed and read by visiting our website and viewing the webpage at the
following address: http://www.deloitte.com/za/disclaimer. The Disclaimer is deemed to form part of the
content of this email in terms of Section 11 of the Electronic Communications and Transactions Act, 25 of
2002. If you cannot access the Disclaimer, please obtain a copy thereof from us by sending an email to
zaitservicedesk@deloitte.co.za.
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From:
Sent:
To:

Cc:
Subject:

Hi Prish,

Du Plessis, lzak (ZA - Johannesburg) <izduplessis@deloitte.co.za>
Monday, 14 March 2016 10:40

Prish Govender

Sivasanker, Shamal (ZA - Johannesburg)

Setting up an Executive Discussion

Thank you for the discussion on Friday 11 March relating to the planned Executive Lab session. | have summarised
the outcome of our discussion below:

1. Given your current position, this is not an ideal time to set up an Executive Lab based on the conventional
Deloitte Executive Lab process design, We agreed to rather take the discussion in two parts.

2. Part 1:

1. Conduct a session of about 4 hours to reflect on the anticipated portfolio with the aim of unpacking a

future portfolio.

2. The outcome of the discussion will be the shaping of an integrated portfolio, giving it a clearly defined

value added role.

3. Integrate specialist insight into the discussion relating to:
a. Contracting - Shaping of contracts with a specific focus on risk sharing
b. Delivery Unit - Delivery unit’s leadership attributes required, operating model, processes and

systems

¢. Investment Assurance - Investment assurance scope and processes
4. We will target a date from the week 28 March to 1 April for the session.

3. Part 2:

1. Aseparate session will be set up at a later date {possibly towards late April) for an Executive Lab.
2. The Executive Lab will be a full day session to reflect on your role, using the full Executive Lab

process design.

| will appreciate if ask your PA to confirm the time slot for “Part 17, in order to get it in the diaries of all the relevant

participants.

| am happy to discuss the above at any time.

Regards,

izak du Plessis

Associate

Growth and Corporaie Devetopment
Deloitte Consuiting Ply Ltd

Deloitte Place, Building 32, The Woodlands., 20 Woodlands Drive, Woodmead, 2052, South Africa

Mobile: +27 (0)82 464 5912

izduplessis@deloitte.co.za | www . deloitle.com

Disclaimer
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Important Notice: This email is subject to important restrictions, gualifications and disclaimers (“the Disclaimer”) that must be

accessed and read by visiting our website and viewing the webpage at the following address:
http: //www. deloitte.com/za/disclaimer. The Disclaimer is deemed to form part of the content of this email in terms of Section 11

of the Electronic Communications and Transactions Act, 25 of 2002, if you cannot access the Disclaimer, please obtain a copy
thereof from us by sending an email to zaitservicedesk@deloitte co.za..
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Prishothman Govender

From: Prish Govender

Sent: Thursday, 29 September 2016 06:12

Tao: Dave Gorrig; Charles Kalima; Mohamed Khan; Mary Anne Hendricks; Hanno
Oostenbrink

Subject: FW: Please send your final evaluation to Prish

Attachments: Evaluation Scores SMO002 - Finance business process and Capital integration &

assurance FINAL pdf

For approval at PCC today.

From: Sanjith Rampath

Sent: 26 September 2016 12:57 PM

To: Prish Govender

Cc: Maya Bhana; Teressa Michael

Subject: RE: Please send your final evaluation to Prish

Hi Prish
Find attached

Regards

From: Prish Govender

Sent: Monday, September 26, 2016 12:41 PM

To: Sanjith Rampath

Cc: Maya Bhana; Teressa Michael

Subject: RE: Please send your final evaluation to Prish

Hi Sanjith,

Thanks for this, comments noted. Please PDF the evaluation and send to me, so that is cannot be tampered with.

From: Sanjith Rampath

Sent: 26 September 2016 08:27 AM

To: Prish Govender

Cc: Maya Bhana; Teressa Michael

Subject: RE: Please send your final evaluation to Prish

Hi Prish
Find attached the final overall scores for the evaluation for the “Improvement of finance business process and
capital integration & assurance establishment”

The one area that needs to be addressed is the costing from Deloitte which seems to be very excessive.

Regards
Sanjith

From: Maya Bhana
Sent: Monday, September 26, 2016 7:06 AM

To: Ngoako Huma; Sanjith Rampath
Subject: Please send your final evaluation to Prish @
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Hi guys

Can you please send the final evaluation to Prish?
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Prishothman Govender
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From: Prish Govender
Sent: Thursday, 29 September 2016 06:11
To: Dave Gorrie; Charles Kalima; Mohamed Khan; Mary Anne Hendricks; Hanno
Oostenbrink
Subject: Fw:
Attachments: 20160926085833 pdf

For approval at PCC today.

From: Ngoako Huma

Sent: 26 September 2016 09:06 AM
To: Prish Govender

Cc: Maya Bhana

Subject: FW:

Hi Prish

Please find attached my rating for the various bids. | had not yet scored McKinsey as the detailed bid proposal was
not attached.

Regards,
Ngoako

From: HumaN®@eskom.co.za [mailto:HumaN @eskom.co.za]
Sent: Monday, September 26, 2016 8:58 AM

To: Ngoako Huma <HumaN®eskom.co.za>

Subject:
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Prishothman Govender

From: Dave Gorrie

Sent: Thursday, 22 September 2016 11:35

To: Prish Govender

Cc: Charles Kalima; Lulu Njaza

Subject: RE: PCC for Management consuliing and finandal advisory
Attachments: PCC Terms of Reference Gx 3.docx

Prish

Draft ToR attached — it hasn’t been signed yet.

The proposed members are included on page 3.

The finance advisory panef ToR hasn’t been drafted yet.
Regards

Dave

From: Prish Govender

Sent: 22 September 2016 10:06

To: Dave Gorrie )

Cc: Charles Kalima; Lulu Njaza

Subject: PCC for Management consulting and financial advisory

Hi Dave,
Please send me the TOR for the above committees as well as the membership.

Regards
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Panel Control Committee (PCC)

Terms of Reference Unique [dentifier

Revision: 0
Page: 3of7

1 CONSTITUTION/MANDATE

The Panel Control Commitiee (PCC) has a specific role to alfocate requests for Strategic, Business and
Professional services as mandated by the relevant committees to the panel of service providers.

2 COMPOSITION OF THE COMMITTEE/FORUM

The following members will be given delegation as follows:

Name and Surname Position Discipiine Alternative
“Chairperson | CPloyers —Agent of | NSA | Trevor Myburg
Mohamed Khan
. Employer's  Agent of NSA
Panel Manager
Busi Mihize contracts N/A
Nokwanda Gambushe *Member Commercial Specialist, Lulu Njaza
Ishmael Modiko Member SD&L member N/A

2.1 CHAIRPERSON

The Chairperson or Alternate Chairperson shall preside at all meetings. The Alternate Chairpersen shall
be appointed by the Chairpersen and will have full voting rights.

2.2 PRINCIPAL MEMBERS

Principal members shall include representatives from the following areas:

» Corporate Finance, Commercial and Supplier Development and Localisation.

2.3 ALTERNATIVE MEMBERS

Each principal member may nominate an alternative member to attend on his/her behalf. The use of
alternative members is restricted to those occasions where a principal member is legitimately absent.

2.4 CO-OPTION OF MEMBERS

Individuals may be co-opted onto the forum for their specialist expertise on a temporary or permanent
basis at the discretion of the Chairperson.

2.5 DEPUTIZING FOR THE CHAIRPERSON

If the Chairperson will not be present during a scheduled meeting, he or she will delegate to the alternate
chairperson or one of the principal members to chair the meeting.

CONTROLLED DISCLOSURE

When downlozaded from the EDE database thie document s uncontrolled and the responsibility rests with the user (o ensure &
15 i e vath he authonzed version of the database
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Panel Control Committee (PCC)
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Revision: 0
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2.6 SECRETARIAT

The Co-ordinator or Secretariat will be the commercial representative,
3 SCOPE

3.1 PURPOSE

This document is referred to as the Terms of Reference which shall be used by the Panel Control
Committee, {hereinafter called the PCC), with the intent to:

» Allocate work Evenly
s Contract Changes

» Contract Contingency

3.2 APPLICABILITY

This document is applicable to the strategic Management Panel.

4 NORMATIVE/INFORMATIVE REFERENCES

Parties using this document shall apply the most recent edition of the documents listed in the following
paragraphs.

4.1 NORMATIVE
[11 240-63167197 Delegation of Authority & Responsibility Structure NEC (PSC) Form of Contract

4.2 INFORMATIVE

[2] 240-42385239 PCM for Sourcing and Contracting
[3] Public Finance Management Act

5 ABBREVIATIONS

Abbreviation Description
DCF Delegation Consent Form
PSC Professional Services Contract
NEC New Engineering Contract

CONTROLLED DISCLOSURE

When downloaded fiom the EDS database. this document is uncontiolled and the responshility rests with the user to ensuig it
15 i Ine with the authorized version on the database
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Panel Control Committee (PCC)
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6 RESPCONSIBILITIES AND ACTIVITIES OF THE COMMITTEE

6.1 RESPONSIBILITIES OF THE COMMITTEE

6.1.1
6.1.2

6.1.3
6.1.4

6.1.5

Discuss the proposals received.

Approve or ratify the requests for the firms while ensuring the equitable distribution of work to
Panel members.

Ensure Eskom's best interest and served while ensuring distribution work.

The task order modification form and budget letter where necessary to extend task orders where
additional time and budget is required.

Any requests by the end user for additional fund that are required for the completion of the scope
of work shall be considered by the PCC. Additional funds required by the end user for the task
order shall be presented and complete fask order modification and budget letter received.
However the task order may either be extended or a new task order may be issues at the
discretion of the PCC.

Should the PCC be approached to extend the period of a task order after the task order has
expired, the PCC may only do so in exceptional circumstances. In such event the PCC shall
request a written report from the senior manager of the requesting manager's section showing
cause for failure to extend the task order timeously and informing the PCC what actions is being
taken to prevent such a reoccurrence and what action has been taken against the person
responsible for the breach.

6.2 FREQUENCY OF THE COMMITTEE

6.2.1
6.2.2

6.2.3

PCC meeting shall be held weekly on Tuesday and as the PCC considers appropriate.

The chairperson or any member of the PCC may request an additional or special meeting of the
PCC

Members and officials shall receive reasonable notice of meeting and of the business to be

conducted.

6.3 SECRETARIAT

The Secretariat duties shall include:;

6.3.1
6.3.2
6.3.3
6.3.4

Draw up agenda.
Book meeting venues.
Ensuring appropriate documentation is distributed to all members.

Taking of minutes during the mesting.

CONTROLLED DISCLOSURE

Whihen downloaded from the EDS database, this document 5 uncontrolied and the responsibility rests with the usei (o enswre it
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6.3.5 Distribution of completed minutes for review and acceptance.
6.3.6 Recording of the meeting decisions and recommendations.

6.3.7 Documentation management.

7 AUTHORITY

7.1 DELEGATION OF AUTHORITY

7.1.1 The Committee is authorised by Excops in terms of the Approved commercial strategy.
8 MEETINGS OF THE COMMITTEE

8.1 MEETINGS
8.1.1 Meetings of the Committee will be held as once a week as the Committee considers appropriate.

8.1.2 The Chairperson or any member in consultation with the Chairperson of the Committee may
request an ad hoc meeting of the Committee, as deemed necessary.

8.1.3 Notice of meetings, agenda and information on project changes shall be given to the members of
the Committee at least 3 working days prior to the meeting or as agreed by the Committee.

8.1.4 The Committee shall develop appropriate templates to facilitate presentations and reporting.
8.1.5 The agenda for meetings shall be approved by the Chairperson of the Committee.

8.1.6 The minutes of the previous meeting shall be reviewed, corrected and signed before further
proceedings will be allowed to proceed.

8.2 QUORUM

The quorum for decisions of the Committee shall be:
a) Chairperson or Alternate Chairperson.

b) At least one Committee members or alternate members.

8.3 MINUTES

8.3.1 Minutes of meetings shall be taken by the Committee Secretariat in accordance with the template
set by the Committee and shall be reviewed and approved for signature of the Chairperson of the
Committee.

8.3.2 Minutes will be distributed for comment to all members of the Committee within 5 calendar days
after the meeting date for comments.

8.3.3 Amended minutes (minutes adjusted after review at the next Committee meeting) will be signed
off by the Chairperson at the same meeting at which they are reviewed.

8.3.4 Actions arising from the meeting shall be noted in the minutes along with the name of the
responsible person and due date.

CONTROLLED DISCLOSURE

When downloaded from the EDS database. thig document is ungontrolied and the responsibility rests with the user to ensure it
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9 RECORD KEEPING

All records generated shall be kept on Hyperwave.

10 STANDARD DOCUMENTS

10.1.1 Approved minutes

11 CODE OF CONDUCT FOR MEMBERS

In order to ensure good ethical practice, the Chairperson and members of the forum shall:
e Always act in an ethical manner in accordance with Eskom’s Code of Ethics.

e Epsure that there is no conflict of interest, or declare their interest, in relation to any matter
discussed by the forum.

¢ Make every effort to attend all meetings.

12 REVISIONS

Date Rev. Remarks
July 2019 0 New document

13 DEVELOPMENT TEAM

This document was influenced and supported by the following:

Name Division Represented
Nokwanda Gambushe Commedity Sourcing
Lulu Njaza Commodity Sourcing
Busi Mkhize Corporate Finance
Mohamed Khan Corporate Finance

CONTROLLED DISCLOSURE
When downicaded from the EDS dalabase this document is uncontrolied and the responsibiiity rests with the user ic ensure

15 i ne with the authorized version on the dalabase /
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Prishothman Govender

From: Nokwanda Gambushe on behalf of SMPanel

Sent: Tuesday, 04 October 2016 09:04

To: Dave Gorrie

Cc: Lulu Njaza

Subject: FW: SM002-The improvement of finance business process and capital integration
and assurance establishment - Deloitte Response

Attachments: Deloitte Response - SM002 Improvement of business process and capital
proposal.pdf; SM Task Order SM002 Finance and technical sheetxlsx; Deloitte -
SM002.docx

Hi Dave,

Please see attached task order marked as Deloitte- SMO02.

I have concerns thought regarding the way they gave us their financial proposal. | did speak to Shamal and he will
get back to me,

In the meantime please review the content of the task order.

Regards,
Nokwanda Gambushe

From: Elliott, Daryl (ZA - Johannesburg) [mailto:delliott@deloitte.co.za]

Sent: 15 September 2016 09:47 AM

To: SMPanel

Cc: Sivasanker, Shamal (ZA - Johannesburg); Mdluli, Sihle (ZA - Johannesburg)

Subject: SM002-The improvement of finance business process and capital integration and assurance establishment -
Deloitte Response

Dear Nokwanda
Attached please find the Deloitte response to the above mentioned request for quotation (SM002-The
irprovement of finance business process and capital integration and assurance establishment), There are
two attachmenits to this email:

1. Our technical response - pdf

2. Our technical and financial spreadsheet submission - xlsx
Kindly confirm that you have successfully received our documentation.

Furthermore, we confirm that Deloitte will comply with the National Treasury Cost containment drive and
that our proposed rates are the NEC rates negotiated under the Management Consulting Panel.

Please contact me should you have any queries,

Kind regards
Daryl

Daryl! Elliott

Strategy & Innovation| Menitor Deloitte
Deloitte Consulting Africa
Building 33, The Woodlands, 20 Woodlands Drive, Woodmead, 2052, South Africa g
Mobhile: +27 (0)73 195 5829 | Fax: +27 (0)11 252 8882 | Direct +27 (0)11 517 4346 C{,(y

1
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delholi@deloitia co za | wvav deloifie co za

Disclaimer

Impartant Notice: This email is subject to important restrictions, qualifications and disclaimers ("the Disclaimer”) that must be
accessed and read by visiting our website and viewing the webpage at the following address:

http: //www.deloitte. com/za/disclaimer. The Disclaimer is deemed 1o form pari of the content of this emait in terms of Section 11
of the Electronic Communications and Transactions Act, 25 of 2002. If you cannct access the Disclaimer, please obtain a copy
thereof from us by sending an email to zaitservicedesk®@deloitte.co.za..
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Prishothman Govender

From: Nokwanda Gambushe on behalf of SMPanel

Sent: Tuesday, 04 October 2016 09:05

To: Dave Gorrie

Subject: FW: SM004 - The establishment of the results management office for group

finance and group IT supporting the DTC strategy as well as the MYPD4
submission - Deloitte Response

Attachments: Eskom RFP SM0004 - Planning and results - Deloitte response.pdf; SM Task Order
SM004 - Finance and Technical Sheet.xlsx; Deloitte - SM004.docx

Hi Dave,

Please see attached task order marked as Deloitte- SM004.

t have concerns thought regarding the way they gave us their financial proposal. | did speak to Shamal and he will
get back to me.

In the meantime please review the content of the task order.

Regards,
Nokwanda Gambushe

From: Elliott, Daryl (ZA - Johannesburg) [mailto:delliott@deloitte.co.za]

Sent: 15 September 2016 09:40 AM

To: SMPanel

Cc: Sivasanker, Shamal (ZA - Johannesburg); Mdluli, Sihle (ZA - Johannesburg)

Subject: SM004 - The establishment of the results management office for group finance and group IT supporting
the DTC strategy as well as the MYPD4 submission - Deloitte Response

Dear Nokwanda

Attached please find the Deloitte response to the above mentioned request for guotation (SM004 - The
establishment of the resuits management office for group finance and group IT supporting the DTC
strategy as well as the MYPD4 submission). There are two attachments to this emaik:

1. Cur technical response — pdf

2. Our technical and financial spreadsheet submission — xlsx

Kindly confirm that you have successfully received our documentation.

Furthermore, we confirm that Deloitte will comply with the National Treasury Cost containment drive and
that our proposed rates are the NEC rates negotiated under the Management Consulting Panel.

Piease contact me should you have any queries.

Kind regards
Daryl

Daryl Elliott

Strategy & Innovation} Monitor Deloitte

Deloitte Consulting Africa

Building 23, The Woodlands, 20 Woodiands Drive, Woodmead, 2052, South Africa

Mobhile: +27 (0)73 195 5829 | Fax: +27 (0)11 252 8882 | Direct +27 {0)11 517 434€ L/%

1
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delicii@ndeloitie coza | wewdeloille co za

Disclaimer

Important Notice: This emai is subject to important restrictions, qualifications and disclaimers ("the Disclaimer”} that must be
accessed and read by visiting our website and viewing the webpage at the following address:

http: //www . deloitte.com/za/disclaimer. The Disclaimer is deemed to form part of the content of this email in terms of Section 11
of the Electronic Communications and Transactions Act, 25 of 2002, If you cannct access the Disclaimer, please obtain a copy
thereof from us by sending an email to zaitservicedesk@deloitte.co.za..
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From: Elliott, Daryl (ZA - Johannesburg) <delliott@deloitte.co.za>
Sent: Friday, 14 October 2016 10:00

To: Suzanne Daniels

Cc; Prish Govender; Sivasanker, Shamal (ZA - Johannesburg}
Subject: Letter from the DOE for Deloitte Funding model support
Attachments: Energy's Nuclear Financial Model Letter.pdf

Dear Suzanne

Aftached please find the letter from the DOE that | referred to in this morning’s meeting, that gave Deloitte
the permission to work with National Treasury more broadly with the financial model that was developed
through engagement with the DOE. We would need a similar letter for this process to avoid any breach of
non-disclosure / secrecy agreements in place with the DOE.

Kind regards
Daryl

Daryl Elliott

Strategy & Innovation| Monitor Deloitte

Deloitte Consulting Africa

Building 33, The Woodlands, 20 Woodlands Drive, Woodmead, 2052, South Africa
Mohile: +27 (0)73 195 5828 | Fax: +27 (0)11 252 8882 | Direct +27 (0)11 517 4346
delioti@deloitte co.za | www deloitle co za

Disclaimer

important Notice: This email is subject to important restrictions, qualifications and disclaimers ("the Disclaimer®) that must be
accessed and read by visiting our website and viewing the webpage at the following address:

http: //www.deloitte.com/za/disclaimer. The Disciaimer is deemed to form part of the content of this email in terms of Secticn 11
of the Electronic Communications and Transactions Act, 25 of 2002, If you cannot access the Disclaimer, please obtain a copy
thereof from us by sending an email to zaitservicedesk@deloitie.co.za..
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energy

Department:
Energy
REPUBLIC OF SOUTH AFRICA

192 Visagie Street, Cnr.Paul Kruger and Visagie Streets, Pretoria, 0001
Private Bag X96, Protoria, 0001

Enquiries: Tel: +27 12 406 E-mail

Mr Andrew Donaldson [Acting Head)
Government Technical Advisory Centre
240 Madiba Street

Pretoria

0002

Dear Mr Andrew Donaldson
Your letter of letter of 28 January 2015 has reference.

PERMISSION TO MAKE USE OF THE DEPARTMENT OF ENERGY'S NUCLEAR
FINANCIAL MODEL

The Department of Energy is pleased to receive the information that the Nuclear Financial
Model is heen useful to GTAC.

The Department is hereby given its support o GTAC to use the Nuclear Financial Model,
including receiving training from Deloitte's to understand the model in a more holistic manner for

future applications.

We are valuing the good co-opearation and assistance received from GTAC in this regard, as
well as in other Energy related aclivities.

Yours sincerely,

Acting Director-General
Depariment of Energy

Date: 2 (¢ / 2(/ 5

cc: Mr Z Mbambo
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RECEIVED
201 -11- 08

CHAIRMAN

MINISTER
ENERGY
REPUBLIC OF SOUTH AFRICA

Privale Bag X906, Peatoia 0001, 7= flovr, 192 Visaglo Strael, Clo Visngio & Paul Krugor Sireet, Pretoria 0001, Tel: {+27 12} 408 7612, Fax: (+27 12) 323 5861
Private Bag X9 111, Cape Town 8000, Patiamonlsry Buliding, 7% fioor, 120 Flain Street. Cape Town BODD. Tel: (27 21) 460 6425 Fax: (+27 21) 409 5900

Dr Baldwin Ngubane
Chairman

Eskom

P O Box 1091
Johannesburg
2000

Dear Dr Ngubane
RE: NUCLEAR NEW BUILD

Your letter dated 27 Qctober 2016 refers,

The Department of Energy has, over the past 5 years led the preparations for
the rollout of the Nuclear New Build Programme with other Departments and
State Owned Entities through the Energy Security Cabinet Subcommittee.
The DoE and the structures of the Energy Security Cabinet Subcommittee
have developed various studies on the impact and implication of the
procurement process on the fiscal arrangements, communities and the
environment.

The work has informed pre-procurement, procurement activities. The
Department further appointed Transactional Advisors to asses the
Department’s state of readiness for the procurement for the Nuclear New
Build Programme of the Republic of South Africa.

In order to ensure proper transfer and to avoid delays in implementing the
programme the information requested is therefore provided. These reports as
attached in a file to Eskom have been sourced and include recently completed
studies. The details of the confracts of Transactional Advisors and service
providers are also attached. The studies are as follows;

1. Ingerop: Cost of Nuclear Power,
2. KPMG: Procurement Framework, C% /
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Ingerop: Owner-Operator and Financing Structures,

Deloitte: Finance Options Models Solutions,

Deloitte: Deferred Return On Government Investor Approach,

Ingerop: Economic Impact of Localisation of Nuclear New Build

Programme,

Nathan Gift Nhiapho Incorporated: Feasibility Study on Effective

Independence of the National Nuclear Regulator.

8. Nathan Gift Nhlapho Incorporated: Reguirements, Considerations and
Necessary Arrangements by the Government in Order for South Africa to
Accede to One of the IAEA Nuclear Liability Conventions.

8. Zimkile Consulting: The Development of Training Programme of First
Responders for Nuclear and Radiclogical Emergencies

10.University of Pretoria: A Detailed Financing Model for the Radioactive
Waste Management Fund

11.Mzansi Energy Solutions and Innovations Pty: Feasibility Study on the
withdrawal of Safeguards Function from NECSA

12.Mahiako-A-Phahla Investments (with sub-contracting to Ledwaba
Mazwai Attorneys and WorleyParsons). Pre-Procurement Readiness
Assessment.

13.Empire Technology: Programme Management System

14.KPMG: Comparative Analysis to Power of Shale Gas versus Nuclear
Power in South Africa.

15.African Radiation consultant: Review of South African nuclear safety
legislation on training of nuclear emergency functionaries and national training
infrastructure or facilities for such ftraining; and a course outline and content
requirements for Emergency 1* Responders

16. Nathan Gift Nhlapho Incorporated: A mechanism which will aliow the

National Nuclear Regulator to Enforce Implementation of Corrective Actions by

the Municipalities, on Issues of Nuclear Emergency Preparedness and Response

e

~

As per your request | further nominate the following officials to provide
guidance to Eskom on the work the Department has completed,

Mr Zizamele Mbambo
Mr Ndaba Ngwane
Mr Katse Maphoto
Ms Elsie Monale

Ms Lerato Makgae
Mr Zukile Zibi

Mr Keshaw

¢ & & & © © o

Yours Sincerely,

R

(MS) TINA JOEMAT- PETTERSSON
MINISTER OF ENERGY

K | 20l
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Prishothman Govender

From: Dave Gorrie

Sent: Tuesday, 02 August 2016 07.01

To: Prish Govender

Subject: Emailing: Motivation of Consultants template 2-8-16.docx
Attachments; Motivation of Consultants template 2-8-16.docx

Your message is ready to be sent with the following file or link attachments:

Motivation of Consultants template 2-8-16.docx

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving certain types of file
attachments. Check your e-mail security settings to determine how attachments are handled.
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1. INTRODUCTION

Include background and context of the requested project.

Unique identifier | 240-59029853

A~ Professional Consuliting Revision | 0
e i ivati
;"«,i‘f.} 2RSS Services Motivation Effective date | January 2013

To: +11 Consulting Panel Control Commitiee

From:

Department:

Date:

Request: Include a brief heading explaining the request

If this request is an extension of a current project, please include the following:

= the scope of the initial phase,

= e timelines thareof,

s amount already spent,

« ihe process followed {0 appoint the Consultant used,

e cosl perlevel of skill,

« number of consultanis vs Eskom employees, as well as

o ihe defall of how skills were transferred during this phase.

2. SCOPE OF WORK AND DELIVERABLES

Include a detafled scope of work as well as the specific deliverables required from the
Consuitant. See point & below (ie. Include a skills transfer plan in the scope)

Where the project consists of a number of phases, please include the scope for ali

phases.

3. SKILLS GAP ANALYSIS

Include information about the skills gap analysis performed, that resulted in ihe
conclusion that external consultanis are required to perform the work, as per National
Treasury Instruction.

Results of the skills gap analvsis must be clear,

4. TIVMELINES

Include the timelines of the project. ie. Starf and completion date.

Where applicable, show the deliverable against the timeline.

§. MOTIVATION FOR USING CONSULTANTS

When downicaded from Approved Database, this document is uncontrolled and the responsibility rests with the user

to ensure it is in line with the authorised version on the database

o7
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A, Professional Consulting
Services Motivation

Unique identifier

240-59029853

Revision

0

Effective date

January 2013

include a motivation of why the use of external consultants is required and why

Eskom employsaes cannoi be used.

6. MOTIVATION FOR PREFERRED SUPPLIER

If a preferred supplier is required, please molivate the uge of the préferreci supplier vs

going out to a range of suppliers instead.

7. COSTESTIMATION

Include the following.
e the level of consultant,
s conlract rate perlavel,

= Ihe governing body of which the rates are used for the cost estimation, ie. the
professional body governing the specific consultanis, or the methodology

used to determine rales,

« esfimated hours to be spent on projec,

e estimated cosis of any subsequent phase (where applicable),
s accommodation and subsistence cost estimate — the maximum io be R13500
perday (2014 Rands] including dinner, breakfast and parking, as per Naticnal

Treasury Instruction,

e {ravel costs - air fravel {o be economy class only, road travel io be as per the
rates approved by the Automobile Association of South Africa, as per National

Treasury Instruction.

8. SKILLS TRANSFER

Flease provide detail on the following:

e number of consultants vs Eskom employees ratio per skill level

e how skills transfer will take place

&

VWhat skills will be lransferred

£

designation of employees who will benefit from the skills transfer.

Inciude a clearly defined skills transfer plan and explain how it will be incorporated in

the scope of worlk for the Consultants.

9. BUDGET CONFIRMATION

Flease indicate whether the budgeted expenditure for ithis request fs of an Operating

or Capital nature.

Where ithe expenditure is of an operaiing nature, please provide information about

the following:

® the value of the budgeted amount, and

e where the funds are being held,

Where the expenditure s of a capifal naiure, please provide information about the

following:

When downloaded from Approved Database, this document is uncontrolled and the responsibility rests with the user
to ensure it is in line with the authorised version on the database

</
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Unigue identifier | 240-59029853
s e Professional Consulting Revision | 0
IRt olrmrm i ivati
L TEEOM Services Motivation Effective date | January 2013
2 where the Investment was approved (Committea),
o at what amount,
e over what period
e where the funds are being held, and
s frow much is being requested in this motivaiion.
Compiled by: Date
Supported by: Date

GROUP / DIVISIONAL EXECUTIVE

When downloaded from Approved Database, this document is uricontrolled and the responsibility rests with the user
to ensure it is in line with the authorised version on the database

%
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