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Fixed investment: reforms strengthen Eskom's capacity, markets
react positively on formation of GNU so far

Wednesday 12 June 2024

Eskom’s investment in maintenance and disciplined execution of the recovery plan has resulted in a
qradual reduction of unplanned losses
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Downward trend in unplanned losses especially at the priority 6 stations (Tutuika, Majuba, Kusile, Kendal Mathy, Duvha)

* Year-on-year overall unit trips are declining. indicating the flect s becoming more refabdle - 19.2% reduction between FY23 vs, FY24
Return of 4 Kusile units: Ul.3 that were impacted by the flue duct collapse which have been recovered and US has been synchronised to the grid
Multple projects are in progress to reduce Partial Load Losses ~ ¢ g cooling tower refurbishments at Kriel and Tutuda, re-bagping at Majuba

Current unplanned losses of 14.2GW (-30%) are however still unsustainable hence the target is to reduce load losses to below 14GW!'

Source: Eskom, Medium-Term System Adequacy Outlook 2024-2028



Projects registered with NERSA
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Eskom EAF and renewable generation registered and installed
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Source: SARB, Financial Stability Review



Value of FDI preducts by industry and subsector, R "billion, Q4 2023
PRO U o A D R RO D
R'B €
Complete
RMIPPPP: Scatec 14.8 | Utilities Commenced electricity supply to the national
Scatec grid in the Northern Cape
Kenhardt (1-3)
Construction/implementation
RMIPPPP: EDF 14.6 | Utilities Project achieved legal and financial close with
Umoyilanga Renewable/ early works and construction commencing.
hybrid Perpetua Signed PPA with Eskom and implementation
renewable holdings Agreement with DMRE.
project
RMIPPPP: Acwa = ACWA Power 15.0 | Utilities The PPA has been signed with Eskom and the
Power Project project is under construction.
DAO
Project-preparation
RMIPPPP: Oya = G7 Renewable *S | Utilities Achieved commercial close
Energy hybrid Energy/ ENGIE
facility
RMIPPPP: TotalEnergies/ 1.8 | Utilities Signed 20-year PPA with Eskom and reached
Mulilo Total Hydra Storage financial close achieved in December. There
Hybrid Holdings/ has also been a change in the local partners,
renewable Reatile Mulilo was a part of the project, now it is no
project Renewables longer listed with Hydra Storage Holdings and
Reatile added

REIPPPP BWS: = ENGIE 1.4 | Utilitles Project achleved financial close
Grootspruit Africa/Pele
Solar PV Project = Green Energy
REIPPPP BWS: ENGIE 1.4 | Utilities Project achieved financial close
Graspan Solar  Africa/Pele
PV Project Green Energy
Sasol and Air Mainstream Not reported | Utilities Sasol and Air Liquide signed a 20-year PPA
Liquide Renewable with Mainstream Renewables Power for long
renewable- Power term supply of 97.5 MW capacity renewable
energy project. energy for Sasol's Secunda site.

Early stage dev: : regulatory approvals, studies and exporation -
RMIPPPP: Karpowership 10.9 | Utilities Environmental Impact authorisation (EIA)
Karpowership | SA approved after appeals against the project,
SA Saldanha plan to move towards financial close
RMIPPPP: Karpowership 10.9 | Utilities EIA was approved; however, it is being
Karpowerships | SA appealed by civil society groups. The project
SA Richards was supposed to reach financlal close at the
Bay*® end of 2023, it will be delayed pending the

appeal process.
Envusa - Anglo | Envesa/Anglo 0.0 | Utllitles National Energy Regulator of South Africa
American and American/ EDF Issued electricity trading licence for the
EDF renewable = Renewables Envusa Energy. Three projects closed under
energy business Envusa Energy joint venture.
Source: Trade and Industrial Policv Strateaies. FDI Tracker
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GFCF as % of GDP

Private sector (real, %)
Government (real, %)
Non-residential GFCF (real, %)
Residential buildings (real, %)

42
151
49
27
65
22

43
155
44
40
49
20

Please note: all data may be subjected to historical revisions.

48 50 52 54 55
160 165 170 175 178
48 50 52 54 55
47 48 51 53 55
48 50 52 54 55
48 49 52 53 54




The private sector continues to drive investment into renewable energy in South
Africa, from both households and companies investing in solar panels primarily for
self-use, to renewable energy companies for supply to the grid.

In February already 5 200MW came from self-generation from households and
businesses, while Eskom notes “current planned maintenance of 4 653MW is
consistent with our maintenance plans for this winter”.

“The year-to-date (1 April 2024 to 6 June 2024) EAF increased to 61.1%. This is a
significant ~8% improvement compared to the same period last year (1 April 2023
to 6 June 2023), where the EAF was 53.2%.”

In addition, the weekly EAF (Electricity Availability Factor) “has moved from 57.0%
at the beginning of the financial year to 63.8% from 1 April to 6 June 2024”, Eskom
notes, on “a drop in the unplanned outages of the generation units.”

Fixed investment remains key to economic growth. May’s Bloomberg consensus for
2024’s economic growth rate remained at 1.1% y/y, as uncertainty around the
election outcome prevailed in the survey period, while the rand saw weakness.

The reforms ongoing in the freight and electricity sector take some time to feed
through, but the improvements at Eskom already are expected to lift GDP growth in
Q2.24, with the outcome likely to be stronger than the expected 0.4% qqgsa.

The improvement in Eskom’s capacity is not due to increased usage of diesel
generators either, as “OCGT (Open Cycle Gas Turbines) usage continue to be
significantly lower compared to the same period for the past two years”.

May’s Bloomberg survey, the latest available, also shows the 2025 and 2026
forecasts of 1.5% y/y and 1.8% yly respectively, close to Investec’s forecasts of 1.5%
yly and 1.9% yly for the respective years.

The Bloomberg consensus shows a downward dip in May’s forecasts from 1.6% y/y
and 1.9% yly in April for the next two years, but this dip is likely temporary, once SA
establishes the GNU, which sees progress continue on Eskom and Transnet.

Please scroll down to the second section below



Cumulative capacity registered and rooftop PV installed during 2023
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Confirmed pipeline of private sector projects in the grid connection process, 2024
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Solar Boom
Installations of solar panels have gone through the roof, more than quintupling in just two years
KMW
6 -
4 -
. v
2 /
N N N N N N NN AN AN OO OO OO O OO MO OO o 9 @9 <
FRagagogaggagaagggaagaqqgaq
= 5 > = ” > c — 5 > = * > c = 5
S53553358338:58355335383:3885:55%

Source: Bloomberg



EOSS project pipeline by commercial operation date
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* The rand has strengthened as the President noted on Monday “(w)ith the 2024
elections behind us and discussions between political parties around the formation
of a government ongoing, there is broad support for the continuation of economic
reforms.”

*  “(W)e have implemented a range of growth-enhancing structural reforms to remove
the constraints which have held back growth, to attract higher levels of investment,
and to make our economy more efficient and competitive”.



“These reforms include an overhaul of the energy sector to enable efficiency, stability
and greater investment in electricity generation and to introduce a more competitive
electricity market.”

“We have introduced private sector participation in the operation of port terminals,
enabled open access to the freight rail network and completed the auction of high-
demand broadband spectrum.”

“Regardless of the form or composition of the incoming administration, it is important
that the momentum of reform be retained and sustained. (1)t will take time for the
impact of many of these reforms to be fully felt.”

“Modelling by the National Treasury showed that the successful implementation of
key reforms could raise GDP growth to over 3% a year, add an additional R600
billion to revenue and create a substantial number of additional jobs over ten years”.

With the President focussed on policy continuity and hence stability, along with no
changes to the constitution or radical alterations to the functioning of the Reserve
Bank, the judiciary, National Treasury, rule of law and democracy.

Financial markets have seen some positive reaction on the maturity of SA’s election
and formation of government underway, with the President concluding “deepening
our partnership as government, business and labour, by accelerating structural
reform”.

Furthermore, markets seek stability, a message echoed by the President stating “(a)
stable and effective government committed to economic reform will enable us to
build an inclusive and growing economy that benefits all South Africans.”
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