® Eskom

Integrated Demand Management (IDM)
Residential Mass Rollout Project
PS(IDM)2012/NY/02

Clarification Meeting — 4 July 2012

This presentation is not intended to be exhaustive and Eskom reserves the right to
amend its position as appropriate.

This presentation was prepared for information purposes only and does not constitute
advice and should not be relied upon for this purpose. Project Developers should seek
their own financial, commercial, legal and technical advise on the issues canvassed.

This document and any modification thereto that may arise from further discussions is
subject to approval by Eskom’s governance structures.
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Session Obijectives ® Eskom

e The session will focus on providing an overview and
addressing questions on the 2" phase of the RMR
programme such as:

* Providing clarity on the proposal submission process and the
returnable documents required therefor

* Responding on an ad hoc basis to questions raised during the
course of the session

» To provide an indication of key dates and the way forward
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Background & Context ® Eskom

 Eskom has developed the Residential Mass Roll Out programme (RMR) as
part of the IDM programme focussed on reducing the energy demand

generated in the residential sector.

« The RMR programme focuses on stimulating the bulk replacement of high
energy consuming technologies with energy saving technologies and load

control devices.

« Phase 1 of the RMR programme was completed successfully on the 30" June

2012, and as a result, Phase 2 commenced.



The residential sector is a significant electricity

end user in South Africa ® Eskom

Consumption Demand
Total:190 396GWh Total: 31 928 MW

Residential Residential
17% 35%

Agriculture 4% B
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Transpqgrt 2% Mining 18%
Agriculture
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e Industry 35%
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The residential sector is a significant electricity

user in South Africa

electricity consumption
(% annual consumption)

residential all other sectors

maximum demand
(% maximum demand)

residential all other sectors

® Eskom

household consumption

kitchen appliances lighting

(cooking, laundry and cool storage)

water heating

(Source: DSM Sector Analysis, 2007. Residential demand:
13,908MW, Residential consumption: 46,402 GWh)




Within the sector the prevalence of technologies

- €skom
and end uses varies across market segments ®esko
Market segment 1 Market segment 2 Market segment 3
(~21% of households) (~58% of households) (~21% of households)

LSM 8 -10
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And each market segment has different

characteristics and preferences

Market segment 1 Market segment 2
(~21% of households) (~58% of households)
LSM1-3 LSM4 -7

(Source: Frost and Sullivan Market Analysis for Residential market 2012

® Eskom

Market segment 3
(~21% of households)

LSM 8 -10

-

E—
7\

3l CFLs and Incandescent lamps CFLs, Incandescent and Halogen lamps
€ Free issue SWHs Timers

-

-qEEfE Limited demand reduction opportunity Some demand management opportunity

g Standard package of technologies Standard package of technologies

L G  Freeissue Free issue still attractive

O O

m —

& 95’_ Electricity costs main driver for EE Electricity cost main driver for EE

CFLs, incandescent, HID and LEDs*

Add. opportunity for heat pumps and SWHs
Opportunity for demand management
Non-standard technologies, specific brands
Can afford choice/non-free issue

Electricity cost and environmental concerns
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And each market segment has different

characteristics and preferences

® Eskom

Market segment

Market segment 3

o
423

(~21% of househ

(~21% of households)

LSM 8 -10

QIS

(Source: Frost and Sullivan Ma
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management opp¢
Preferred approa:h:
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Installer type model with a
standard package of
technologies
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Retailey model offering
discounted products (plus
installation offer)




Background: Alignment to IDM Market ® €skom

Offerings

- Mass rollout of energy efficient technologies

Bulk replacement of inefficient lighting, implement ation of energy saving technologies and
load control devices in the residential sector

Project developers may contract for multiple projec ts at multiple sites thereby significantly
reducing administrative requirements associated wit h management of individual projects

Payment will be made based on measured savingsona  pproved technologies

Standard Product

PD Process NSl Standard Offer | Performance Contracting

Mass Rollout Aggregated Individual
Projects Projects

>IMW 2 MV:\’A;‘\;‘d AL <250kW 50KW-5MW >30GWh for 3 years

Energy (kWh)
Energy (kWh) savings 24/7  savings focused  Energy (kWh) savings 24/7
on day time peak

Mostly Load Reduction
Type of Saving (MW) focused on
evening peak

Peak and
Energy focused

Based on

Based on individual individual Standard value per rebated SUEMEEI e [P

Multiple fixed rates per kWh

FEYEIVEE project calculation project item, scaled to 85% A5 BT based on time of savings
. technology
calculation
: 70% on
. Implementation . . : . Payments based on energy
Pavment Timin Implementation progress ro0ress 100% on installation based implementation, saved as per M&V
y 9 payments to PD’s prog on deemed savings 10% pa based on P

certificates

payment to PD’s M&Y
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RMR Scope ® Eskom

» Eskom is requesting proposals for projects to achieve bulk energy
savings through the installation of energy efficient technologies across

the whole of S.A.

« Eskom will pay project developers for energy savings per megawatt

saved.

* Eskom faces an energy shortfall challenge in the next two years, thus
RMR is focussed on bulk delivery of energy savings as soon as possible.

Therefore delivery prior to 30 September 2012 is desired.

15



Scope: Key Attributes

Low LF Mass Roll-out (Residential Only)

Technology Inclusion

Project Size

Marketing

Procurement

Savings

Pricing

Delivery Period

Product Quality

* All technologies must be supported and approved for proposal validity

» Between 5 and 20 MW per proposal
* Project Developer may submit multiple proposals

» Open Eskom market invite, PD’s do detailed marketing. Eskom to set marketing
guidelines. Marketing to be approved by Eskom.

* “First come, first serve”

* Individual project approval by IDM

» Fixed published pricing per technology.
* Supplier evaluation

 Contracting

» Demand based savings based on standard M&YV protocol

* Fixed pricing per technology based on benchmarks (As per published table)

* Pricing to include full supply, logistics, transportation, marketing, installation,
disposal etc.

» Payment retention
* Late delivery penalties for delivery post 30 Sept 2012

» Contract Delivery Date: 30 Sept 2012
» Contract Closure Date: 31 Dec 2012

» Eskom pre-qualification of technologies as per specification
» Adherence to set quality standards required
* 3 year replacement Guarantees / warranty required for all technologies

» PD contracted for sustainability (3 yrs.)
2012/07/05 16



Pricing Matrix

"% $

% &

$

%

2012/07/05

® Eskom
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Savings Matrix ® Eskom

$ %

2012/07/05 18



Technical Rules ® Eskom

* PDis required to setup an internal audit / assurance function to ensure and check the
following before invoicing Eskom:

*  The verification & accuracy of the claimed numbers of technologies that the PD is claiming ;

»  That the PD has only installed technology that Eskom has approved and contracted;

e That the PD has complied to the minimum and maximum prescribed technology quotas as per the table below:

Prescribed Technologies & quotas
CFLs Maximum of 20 CFL's per home
LEDs Maximum of 40 LED's per home

Geyser Control 60% of homes visited must have geyser timer

Showerheads No limits
Geyser Blanket No limits

Pool Control No limits

»  That the PD has installed products as per the technical specification & installation guidelines;

*  The upkeep of data integrity of the database of installations ensuring that no invalid; incomplete and duplication of entries
in the database exist and that all entries qualify for claiming;

*  The PD must ensure that it is able to provide Eskom with the RMR claim forms within 4 (four) working days on Eskom’s
request.

2012/07/05 19



Marketing Rules....1 ® Eskom

Sub-contractors / installers will work and market the programme under the name and logo of the
PD.

All communication, documentation and personnel identifiers must clearly state that they are
subcontractors and that they are participating in the specific programme under the control of the
contracted PD.

The Project Developer’'s company branding & logo is the branding that the sub-contractor must
use.

Use of Eskom logos - The Eskom logo may not be utilised by PD in any way. The wording “An
Eskom funded programme” may be used by the PD in marketing material.

Publicity - Any media liaison initiatives in which Eskom’s name is mentioned, must be pre-
approved in writing by Eskom.

Terms - It is the responsibility of the PD to take into consideration the requirements of the
Consumer Protection Act and deal with any complaints along the guidelines of the Act.

All PD marketing material and any further associated updates must be approved by Eskom and
loaded on Eskom website before it may be shared publicly.

PD Marketing material should detail security protocols to be followed by consumers to ensure their
personal safety is not compromised. Details of branded clothing, ID cards, vehicle branding etc
should be supplied to Eskom for loading on Eskom website.

All PD Marketing material must have an expiry date as per the duration of this contract.
2012/07/05 20



Marketing Rules....2 ® Eskom

* The PD must leave an information pack with the customer with all relevant information containing
the following as a minimum:

« 3 year replacement warranty / guarantee for products installed, and documentation clearly
explaining:

what process to follow to exercise the warranty / guarantee and

who to contact if products fail including but not limited to the following:
PD Email address

PD contract numbers

PD website address

Information on the RMR programme

Duplicate copy of RMR Claim Form

Applicable user manuals for the installed technology

Applicable Certificate of Compliance

2012/07/05 21



Marketing Rules....3 ® Eskom

* Project Developers must mention their product and installation Terms and Conditions in customer
documents to clearly avoid misunderstandings.

« Sole Supplier Rights - PD is not allowed to secure sole installation rights / supplier agreements with
any customer — This includes offering any kind of incentive to sign-up customers, unless Eskom
approves in writing.

« Complaints Management - The PD must setup a complaints management process to ensure that
customer and other external complaints / issues are handled in that respect.

* Managing demand — To manage customer expectation in a situation of over subscription, marketing
material should state the following as a minimum:

e this offeris free, thus the demand for this offer is high
*  Customers are encouraged to register immediately, as it this is a first come first served process

*  Waiting periods could apply.

* The PD must have a strategy to manage over-subscription if it occurs and should state the following
as a minimum to customers if such a situation arises.

2012/07/05 22
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Proposal Submission Procedure: Overview ® Eskom

The RMR programme is available on Eskom’s tender bulletin

Potential project developers are advised to visit Eskom website
frequently for updated information

Call for Proposals: Immediate

Last day of proposal submission: 31 August 2012
* Proposals submitted to the email address will not be accepted
* No late submissions will be accepted

¢ Submission process works on the FIFO (First in First Out) principle

24



Proposal Submission Procedure: Response

Format & €skom

Technical samples

e Samples to be delivered in conjunction with the proposal submission in a
sealed box/s and comply in terms of the technical specification and
installation guide.

* An appointment for proposal and sample delivery will need to be initiated
by the potential PD in order to facilitate the submission of the proposals &
checking of the samples prior to submission

 Contact Person:
« Name: Francois van Geems

 Email address: VGeemsSF@eskom.co.za

* Tel: 011 800 3787

25



Proposal Submission Procedure: Response

Format & €skom

Proposals

¢ Complete the relevant proposal templates (Ref No: PS(IDM)2012/NY/02)

Upon successful sample submission:

* Hand deliver two (2) original documents and an electronic copy on
Compact Disc in sealed envelopes

* Delivery address:
* The Tender Office
« Eskom Holdings SOC Limited
* Megawatt Park
» Maxwell Drive
< Sunninghill
* Johannesburg

* South Africa 26



Proposal Submission Procedure: ® €skom

Communication

 Email all communication / clarifications to:

» standardproduct@eskom.co.za

* Addressed to:

* Neil Young

* One point of contact between Eskom’s Representative and the
potential project developer (communication will be via email only)

27



Proposal Evaluation Procedure: Gatekeepers ® Eskom

« The gatekeeper criteria are as follows:

All applicable and requested returnables must be provided

Products must meet the Eskom RMR Phase 2 Technical
Specification & installation guide requirements

All requirements as per the RMR Phase 2 proposal will act as
gatekeepers.

28
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Proposal Evaluation Categories ® Eskom

30



« Eskom Holdings SOC Limited will set aside a minimum of 50% of the
total project value for Black Owned companies.

« Black Ownership includes those companies with 50+1% ownership by
Black people, Black Disabled Persons / Group, Black Youth (BYO),
minimum of 30% ownership by Black Women (BWO).

31



Returnables required

Declaration of Interest

Authorisation Form

Declaration of Fair Bidding Practices

Probity Declaration

Declaration of taxation based on the type of business
Original & Valid SARS Tax Clearance Certificate (IRP20)

Original certificate of good standing or proof of application issued by the Compensation Fund (COID) or a licensed compensation
insurer (South African tenderers only)

For joint ventures or consortiums or other unincorporated group: Agreement between the parties stipulating the lead party with whom
the contract may be concluded (if applicable)

List of shareholders and directors (company), members (CC) or partners (partnership / JV), and their percentage of ownership in the
business

Latest 2 years comparative audited financial statements
Project cash flow forecast

Letter of support for project value from bank (if applicable)
Letter of 3 year warranty undertaking for all products.

Supplier / PD underwritten guarantee for the 3 year period for LED downlighter technology.

Company Ownership for BBBEE status



Returnables required

Technical Samples of all PD’s technologies (as planned to be installed in RMR)

Supporting technical documents and test reports (as per PD technologies list)

Letter of 3 year warranty undertaking for all products.
Supplier / PD underwritten guarantee for the 3 year period for LED downlighter
technology.

33
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Supplier Development
and Localisation Presentation:
Residential Mass Rollout Phase 2

SENIOR ADVISOR: SD&L




Our mandate is to achieve maximum and sustainable

local development impact through leveraging Eskom’s
procurement spend in a manner that allows flexibility within
the business in order to accommodate government local

development initiatives and policies

36



Economic

development

Shortage of skills

Unemployment

Skills shortage is a major constraint on growth
Lack of international competitive and diversified | ndustries

Large infrastructure investment backlog (electricity, transport including
rail)

Mismatch between labour demand and supply

Emigration of skilled labour

Education sector not producing the type of skills the economy requires —
national critical and scarce skills list

Unemployment rate to be reduced from 25% to 15%
Create five million jobs by 2020

SOURCE: Dinokeng scenarios

37



Key performance area Definition

Skills development

Local content

Industrialisation

Job creation and
Employment

Supplier development

* Increasing the skill base (number and skill level) of

South African workers in areas relevant to the
energy sector and where there is a national
scarcity of skills

Utilisation of Eskom and suppliers’ spend to
develop South African based suppliers relevant to
the energy sector (focusing primarily on BBB-EE
and Black Owned suppliers)

Utilisation of Eskom and suppliers’ spend to foster
the establishment of new competitive industries in
the energy sector

Creation of new jobs by suppliers as a direct result
of Eskom business

Providing a platform to develop emerging
suppliers, and further opportunities for national
and international suppliers

38
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Electricians
Technicians
Installation

Project
Manager

Artisans
Skilled
Workers
Total

5%

5%

5%

5%

5%

25%

40



Black People Living with Disabilities (BPLD)

Level EME or QSE (Level 1 to 4) that is at least 51% owned
managed by black disabled.

Black Women Owned Enterprise (BWO)

EME or QSE (Level 1 to 4) that is at least 51% owned
managed by black women.

Small Black Enterprise (SBE)

EME or QSE (Level 1 to 4) that is at least 51% owned
managed by black individuals.

Black Youth Organisations (BYO)

EME or QSE (Level 1 to 4) that is at least 51% owned
managed by black Youth

and

and

and

and

41



SD&L split will be as follows:
Localisation- 20% ( 60% threshold for further evaluation)

B-BBEE- 10%

42



In the event that the PD is not Level 1 — 4 compliant, a transformation plan is
required detailing on how to achieve a Level 4 or higher.

The following is the minimum criteria governing the Transformation Plan:

 PD must attain a Level 4 or higher within 6 months.
« Eskom will retain 8% of all invoices against the contracted Transformation Plan

objectives. The retained amount will be paid to the PD upon realisation of a
Level 4 or higher BBBEE rating.

In addition, Eskom will give preference to a PD who:
e Sub-contract to Black Owned Level 1 — 4 Installers
 Form JVs with other Black-Owned Companies

43
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RMR SAFETY AND HEALTH
REQUIREMENTS

FLORENCE POOE




SHE policy 32-727

Cardinal Rules 32- 421

Substance abuse policy 32-37

Vehicle and Driver procedure 32- 93
Incident Management procedure 32-95

Medical Surveillance

a7



COID

SHE Plan: Cardinal rules, PPE, RA, Incidents, Audits & insp,
Appointments, Emergency , Management of Subcontractor s.

Reporting structure (organogram)
Appointments with proof of competencies.
Baseline Risk Assessment

SHE File with Index

48



The following requirements are to be maintained and kept in the SHE file

All appointments

Training and qualification records

Safe Work procedures for all high risk activities
Fall Protection plan

SHE representatives inspections checklist
Daily inspection checklists

Forms for accident recording and investigation

49



Register for Job observations & Behavioural Based Safety
Register for Toolbox talk

First Aid box inspection and treatment register

PPE Inspection and issue register

Inspection & Service register for Fire Extinguishers

Daily register (recording of man-hours) once a week to PMO

Subcontractors and installers abide to the same requirements and
rules stated above.

50



« This procedure applies to vehicle drivers in all Eskom divisions and
subsidiaries, whether or not they are employed by Eskom (e.g. casual
workers), including all those who drive vehicles, hired or leased cars,
scheme cars, contractors(when performing work for Eskom,) or private
vehicles, insured by either Eskom Insurance Management Services or
a division or business unit self-insurance fund.

* These requirements also apply to the drivers of subsidised transport,
contractors and consultants, and any person driving a vehicle insured
by Eskom in any way (including driving outside the borders of South
Africa). The training requirements and Eskom permit requirements
stated in this procedure exclude the spouses or direct family members
of employees who have scheme vehicles as part of their package,
unless they are employed directly or indirectly by Eskom.
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long distances to take a rest at least every 2 hours and if possible to
alternate with other authorised drivers, or to sleep over.

No driver may drive a vehicle while holding a cellular or mobile
telephone or radio.

No employee may be transported in the back of any open vehicle, all
passengers remain seated and wear seatbelts at all times.

No driver should park a vehicle in such a way that it will be a hazard
to other road users.

52



Report all accident to Eskom before the end of shift or within 24
hours.

Report to the workman's compensation within 7 days.

Conduct incident investigations within 7days and submit the report
within 30 days.

Follow all the requirements stated in the procedure

53



1. OHSACT

« SECTION8and9

General duties of Employers to their employees

«  37(2)

* Medical Surveillance

2. COID - letter of good standing with workman's compensation
*  Proof of accident cover — temporary employees

3. National road traffic act

54



Responsible to ensure that the duties of the employer, as contemplated in the
OHS Act, are properly discharged in the area of responsibility.

That all persons are made aware of the hazards and risks associated with
their work and are fully conversant with the precautionary measures to be
taken.

All statutory appointments have been completed.
All employees receive the induction training and the register is kept on file.
All employees are informed of their general duties of employees at work.

Work is carried out under the supervision of a competent person.

55



1. EuropAssistance contract provides emergency services and
evacuations (Suppliers are also included) 08612 37566

2. EAP services from the new EAP external service provider -
counselling and post critical incidents (currently does not include
Suppliers)

Management of medical emergencies at any of our sites

* Medical advice on any health or Occupational issues from our
Clinics
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w Supplier
- Contract Quality
/ Reqguirements
Specification
(QM-38)



Introduction
This presentation briefly describes the contract quality requirements that

Eskom shall apply to all tenders and contracts

Eskom's supplier contract quality requirement's specification is

(QM-58) QM-58 Specification.pdf

This specification shall be made available on Eskom's tender bulletin

website.

2012/07/05
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The contractor shall have established and maintained a QMS that

complies with the requirements of ISO 9001 2008

The contractor shall be certified to ISO 9001 2008 by an accredited

national or international body

OR

Provide objective evidence of a QMS that complies with the
requirements of ISO 9001 2008

2012/07/05
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The contractor shall submit the following documenta tion with tender

1. Copy of CV of the contractors QMR

2. Copy of ISO 9001 2008 certification OR objective evidence of a QMS
that complies with 1ISO 9001 2008

3. Copy of contractors organizational structure indicating QMR position

4. Historical information on similar work carried out

5. Sample of a typical CQP that complies with ISO 10005 standard

2012/07/05
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9. Asample copy of a completed and closed out non-conformance report,
and a sample of a complete and closed out corrective action report.

10. A typical sample of an audit report on a subcontractor

11. Copy of procedure for control of suppliers

12.Two copies of a typical customer satisfaction surveys/questionnaires

2012/07/05
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Eskom shall

Carry out a full technical and QMS assessment on contractors

Carry out an evaluation of quality documentation submitted with each
tender

Have the authority and right to carry out technical and QMS assessments
on all of the contractors, suppliers, subcontractors before contract award,

and to reject any that do not meet Eskom's requirements

2012/07/05 64



Eskom shall

Have access's to contractors, suppliers, subcontractors premises, facilities,

documentation in order to perform the following activities

Conduct technical audits

Conduct QMS audits

Conduct surveillance audits

Conduct quality control inspections

Expediting

Participate with the contractor in all quality incident and non-conformance

Investigations

2012/07/05
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The contractor shall

Prepare a comprehensive contract quality plan in accordance with the
requirements of ISO 10005, for review and approval by Eskom before
any work commences on contract

Prepare quality control plans / inspection and test plans for all products
and processes for review and approval by Eskom before any work
commences on contract

2012/07/05 66



The contractor shall

Perform QC / inspection and testing on purchased products to ensure
conformance to specified requirements

Ensure that special processes are controlled to ensure conformance to
specified requirements

Ensure that personnel performing QC / Inspection and testing are

competent based on the required (education, qualifications, training, skills
and experience)

2012/07/05 67
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Clarification Request 1

Which Contract will be utilised for Phase 2 of the RMR programme
and when will it be released to the public?

Eskom Response

Eskom will utilise a specifically drafted contract (not the NEC) for Phase 2 of
the RMR programme. The contract is currently under development. Upon
finalisation, Eskom will release contract template via the tender bulletin.
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Clarification Request 2

Will CIDB requirements be applicable to RMR Phase 27

Eskom Response

CIDB 2 EP or 2 EB will be applicable to RMR Phase 2 The CIDB
requirement of 5SEP /5EB has been relaxed to 2 EP/ 2 EB as at 12 June
2012.
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Clarification Request 3

How does a Project Developer submit a proposal?

Eskom Response

The “How to Guide “section 15.4 on Pages 18 to 22 explains how to submit a
proposal.
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Clarification Request 4

When can proposals be submitted?

Eskom Response

Proposals can be submitted immediately and date of last proposal
submission is 31 August 2012.
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Clarification Request 5

What is Eskom doing to promote Black Owned companies on this
project?

Eskom Response

Eskom Holdings SOC Limited has set aside minimum of 50% of the total
RMR Phase 2 project value to Black Owned companies. Black ownership
Includes those companies with more than 50% ownership that are owned by
Black Disabled Persons / Group, Black Youth Owned (BYO), Black Women
Owned (BWO) and Black Owned (BO).
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Clarification Request 6

Will the Amendment to RMR Proposal documents affect Project Developers
who have already submitted proposals?

Eskom Response

Yes, the Project Developers who have submitted proposals will have to
comply and forward the required documentation to Eskom.
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«  Welcome Tom Skinner

* Evacuation Procedure Safety Representative
* Session Objectives Tom Skinner

* Background & Context Tom Skinner

* RMR Scope Cedric Worthmann

* Proposal Submission Procedure Eskom Team

* Proposal Evaluation Categories Eskom Team
 SD&L Eskom Team

» Safety Health & Environment EskomTeam

*  Quality EskomTeam

* Responses to Clarification Requests Eskom Team

* Session Closure Tom Skinner



Questions?
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