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$ - ~ national treasury

e | Bepanment
\\ ;+ National Treasury _
V REPUBLIC OF SOUTH AFRICA

Address: Private Bag X1 15, Preforia, 0001 « Enquiries: Rebecca Tee » Tel: +27 12 305 6555 » Fax: +27 12 395 6551

Director - General
Department of Energy
Private Bag X96
Pretoria

0001

Dear Mo %

PARTNERSHIP AND CO -~ OPERATION IN THE FIELDS OF NUCLEAR POWER AND

Thank you for the very constructive conversations that we recently had on the agreement being
contemplated between South Africa and Russia on nuclear energy.

I am advised that the Nationa Treasury has the following concerns with the agreement:

1. The agreement constitutes procurement and should have been preceded by a fair, equitable
transparent, Competitive and cost effective procurement process as required by section 217
of the Constitution;

2. The Electricity Regulation Act prescribes the process to be followed prior to the procurement
of new generation capacity and same has not been complied with;



0000030

inconsistencies between the licehsing powers of NERSA, as the electricity regulator, and the
Nuclear Energy Reguiator under the Nuclear Energy Act which still needs to be resoived:;

. The provisions in the agreement concemning information do not take into account disclosure
requirements imposed on the Government and organs of state in terms of domestic law:

. The agreement does not appear to be in alignment with the proceedings of the South Africa's

National Nuclear Energy Executive Co-ordinating Committee (NNEECC) » the Government's
official decision-making body on the nuclear build programme in that:

5.1, The NNEECC has not yet finalised the procurement strategy as the assessment of
feasibility considerations is still underway;

52. The NNEECC still needs to establish whether the cost of building and financing
nuclear will be viable for South Africa. This is an area which is critical to enstire the
affordability of nuclear for the country. Research is still being undertaken both under
the auspices of the NNEECC, and internally, by my department.

. NERSA's Multi-year Price Determination (MYPD3) decision did not make provision for
additional capital expend_iture_ beyond the committed build programme, j.e. beyond the
completion of the Kusile coal-powered plant. Moreover, Eskom's financial position will remain
weak throughout the MYPD3 period, fimiting its capacity to access additional funding beyond
that which has already been budgeted. Consequently, it is clear that in order to implement a
nuclear programme, substantial tariff increases coupled with sizeable capital injections are
likely to be required. The economic and fiscal implications of this still have to be quantified
and their viability considered.

It-is important to erisure that a substantive public consultation process takes place to ensure
there is sufficient public support for a nuclear build programme. Our experience (with
etolling) suggests that it will be critical for government to demonstrate to the public that due
process has been followed, and that all the options, advantages and disadvantages have
been carefully weighed up, lest this project provokes the kind of Public resistance that has
been experienced on other key infrastructure projects.

Page 2 of 3
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I hope that the concerns of my department can be taken into account and g satisfactory way
forward can be found that protects the integrity of the process. Meanwhile, please be assured of
the continued support of myself and my department in the quest for seeking sustainable energy
generation solutions for the country.

Accordingly, and as Per our last discussion, | suggest that we constitute a jeint team to
collaborate on this big initiative. In this regard, | suggest that you furnish me with the name of
the person who is coordinating the initiative in your department so that | can link officials from
the National Treasury with the relevant person.

NGISA FUZILE
IRECTOR - GENERAL

Date: /é(’ 10/1 3013,
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