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SABC 
 
Govt criticised for allowing Eskom to seek World 
Bank loan 
    
April 02 2010 , 2:32:00 
 
Anglican Church Archbishop, Thabo Makgoba has 
slammed the government for allowing Eskom to 
seek a $3.75 billion loan from the World Bank to 
build a coal-fired power station in Limpopo. 
 
Archbishop, Makgoba was speaking during the 
multi-denomination Good Friday Church service in 
Durban, today. Environmental groups are also 
opposing the loan. Archbishop, Makgoba says the 
church must openly oppose the loan. 
 
‘We should be saying to our government how are 
you mobilising your people in ensuring that the 
earth is respected? People share the produce of the 
earth and how do we as the church once again say 
hey something is not right?  A R29 billion loan from 
the World Bank for a bad project that so far has 
been revealed to be benefiting a few people - 
should we say wait tell us more, tell us the truth,’ 
Archbishop Makgoba questioned. 
 
Yesterday Finance Minister Pravin Gordhan said  
South Africa remained ‘optimistic’ that the World 
Bank would approve the loan. However, he said 
that the country, which had refrained from 
accepting loans from the bank, would ‘cope’ without 
the loan, and would also not accept any 
‘conditionalities’. 
 
He noted that the world’s biggest economy, the US, 
continued to rely on coal for 50% of its power 
needs. ‘The key issue on the World Bank loan is 
that this is an opportunity for the World Bank to 
build a relationship with South Africa.’ 
 
Gordhan also added that it was regrettable that 
some non-governmental organisations (NGOs), 
particularly in developed countries, together with a 
‘very small group of NGOs in South Africa ‘were 
placing environmental concerns, which could not be 
immediately addressed, above the economic needs 
of South Africa’. 
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http://archbishop.anglicanchurchsa.org/2010/04/go
od-friday-sermon.html 
 
Archbishop Thabo Makgoba 
 
Good Friday Sermon 
 
This sermon was preached at The Diakonia Council 
of Churches’ 25th Ecumenical Service in Durban on 
2 April 2010. At the end of the service, the 
Congregation processed in reflective and solemn 
silence to the City Hall, where concluding prayers 
were held. The theme of the day was ‘Creation – 
Crucified by Greed’ – ‘For we know that all of 
creation has been groaning as in the pains of 
childbirth right up to the present time’ Romans 
8:22. 
 
Bible Readings: Amos 5:7-15; Luke 23:26-34,39-42 
 
May I speak in the name of God, whom we 
remember today most especially as Creator, 
Redeemer and Sustainer of Life. 
 
Dear people of God, dear sisters and brothers in 
Christ, thank you for your invitation to join you on 
this most solemn day in the Church’s calendar. 
Today we reflect again on something that we shall 
never fully grasp, this side of heaven – the 
unimaginable extent of the love of God: revealed in 
Jesus Christ, who cared enough to give up his life 
on the cross, for the sake not only of humanity, but 
of all creation. St Paul sums it up within the great 
poetic description of redemption that he offers in 
the first chapter of his letter to the Colossians. Here 
we read ‘through Jesus Christ, God was pleased to 
reconcile to himself all things, whether on earth or 
in heaven, by making peace through the blood of 
his cross.’ 
 
We know our understanding of Good Friday and 
Easter is always too small and there is always more 
to grasp. But our picture of salvation is certainly too 
narrow if we only consider the promises of God for 
humanity – mind-boggling though these are. The 
redemption won on the cross by Jesus Christ is not 
only for us, it is also for ‘all things, on earth and in 
heaven’. Jesus is the lamb of God who takes away 
the sin of the world, not only for cleansing the guilt 
of sinners, the perpetrators – which is of course 
what all of us are. 
 
It is also about redeeming all the negative 
consequences of human failures and wrong-doings: 
 
• of repairing the damage, 

 
• of putting right what has gone awry, 
 
• of transfiguring what has been marred, 
 
• of rescuing what has been lost, 
 
• of mending what has been broken, 
 
• of healing what has been wounded. 
 
Everywhere the salvation of Jesus Christ brings new 
life and new beginnings: for humanity, and for all 
creation. This is the hallmark of the kingdom of God 
– the kingdom that both is, and is to come. And 
though we know we shall see such redemption in all 
its fulness at the end of time, we are also to be part 
of the coming of the kingdom here and now – 
partners with Christ in his good news for all 
creation. 
 
But the stark truth is that creation itself is a battle-
ground for God’s kingdom – at the hands of the 
most destructive elements of selfish, greedy, short-
sighted, sinful humanity. Pollution, environmental 
degradation, global warming, climate change … We 
are complicit in the varying weather patterns that 
bring worse floods, harsher droughts. We see this 
happening within Southern Africa. Even more 
seriously, across the Indian Ocean – which laps so 
pleasantly on Durban’s beaches – the entire nation 
of the Maldives is threatened with being wiped off 
the map, as the sea rises and covers their islands. 
 
God calls us to be part of the solution, not part of 
the problem – part of the coming of the kingdom, 
partners in his working of redemption and salvation. 
 
‘Seek the Lord and live …’ says the prophet Amos, 
condemning greed and corruption in the 
exploitation of the earth’s resources and its people. 
The same choice lies before us. Will we seek the 
Lord and the ways of life – as individuals, and also 
as members of the communities, society, nation, 
and global human family of which we are a part? 
 
Last year the Anglican Communion called on 
Anglicans everywhere to reduce their carbon 
footprint by 5% annually. Personally, I must admit 
that my travelling gives me a terrible footprint – 
only last week, for example, I was in the 
Netherlands at a conference of religious leaders on 
HIV and AIDS. But I am working hard to ensure my 
overall trend is to meet this steady and continuing 
reduction. I also want to achieve in it my home and 
offices in Bishopscourt; and across our churches. 
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We must also learn to help our communities to 
follow the prophet Amos’ call to ‘seek good and not 
evil, that you may live – hate evil and love good, 
and establish justice …’ If you don’t already know 
the work of SAFCEI, the Southern African Faith 
Communities’ Environment Institute, I strongly 
commend them. They have considerable resources 
for us – and we, by giving them our support, 
strengthen their voice in advocacy. I also commend 
the South African Council of Churches’ work, 
including the excellent publication ‘Climate Change 
– A Challenge to the Churches in South Africa’, 
downloadable from their website. 
 
We can and must make democracy work, to 
influence local, provincial and even national 
government policies, on everything from preserving 
biodiversity to responsible water usage and waste 
management. Sometimes we must be like those 
whom Amos describes as ‘reproving at the gate’. 
The gate-way, the entrance, of a town was where 
the elders sat and debated the questions of the 
day. It was the place of public policy making. Our 
voices must be heard there, and where necessary 
we will ask awkward questions and offer critique 
and, as appropriate, criticism too. 
 
At the moment, these are the questions I want to 
ask at the gate of government: 
 
• Why is there not greater investment in renewable 
energy, when we have such untapped potential? 
 
• What is being done to encourage efficient 
electricity consumption by large industry which has, 
in its secret sweetheart deals for cheap energy from 
Eskom, so little incentive to act responsibly? It is 
outrageous if domestic consumers are subsidising 
industry, without any accountability, or even 
honesty before parliament. 
 
• What is the justification for seeking a World Bank 
loan for $3.75 billion (R29 bn) loan for new coal-
powered generators – described as inappropriate 
financing for a bad project? 
 
We want truth, and we want justice for society and 
for our planet. Without these, the life of every living 
thing is put at risk. We also want our government 
to be fully committed to being part of the global 
solution, not part of the global problem – and not 
only in decisions around energy generation. Our 
government must work for good outcomes at next 
December’s UN meeting in Mexico. Now is not too 
early to begin. 

 
This is both a moral and a justice matter. Alongside 
the moral questions of harming the creation of 
which we are stewards, there are the justice 
questions of the exploitation of resources to benefit 
the few at the expense of the many. Even worse, 
the dire consequences of climate change are 
disproportionately borne by the developing world. 
Therefore we understand that environmental 
concerns should not tighten the shackles of poverty 
on the poor. But this cannot be used as an excuse 
by government not to act boldly at home and 
internationally. And we cannot tackle poverty and 
inequality without preserving our agricultural sector, 
our safe water, our food security, and so much 
more. If we let climate change destroy these, we 
will not only harm the poorest most; we will more 
than reverse any economic progress that we have 
made. We can also do far more to support better 
practice, to promote and extend recycling, to 
preserve biodiversity and to protect our water 
resources and our ecosystems. 
 
We must raise our voices to ensure all this happens. 
 
And yet, for all that we must make ourselves heard, 
sometimes we must stand up and be counted in 
silence. 
 
Amos says, ‘the prudent will keep silent in such a 
time, for it is an evil time.’ Good Friday is such a 
time for standing silent. It is a day for saying ‘words 
are not enough’. Words are not enough for 
describing the human predicament – the terrible 
consequences that we face as a result of our 
actions, our choices, what we do and say, and what 
we fail to do and say. Words are not enough for 
describing human need for God’s grace, for God’s 
forgiveness and for God’s redemption, for this life 
and the life to come. And words are not enough for 
describing God’s love shown in Jesus Christ, who 
freely gave his life, so that we might know life, in all 
its abundance. 
 
Therefore today we will walk in silence, as at the 
foot of the cross – overcome by the need in which 
we stand; and daring to try and grasp the enormity 
of what has been done to save us, by the one who 
says ‘Father, forgive them, for they do not know 
what they are doing.’ 
 
Amen 
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http://www.da.org.za/newsroom.htm?action=view-
news-item&id=8138 
 
An ignoble and corrupt parasite 
 
Helen Zille, Leader of the Democratic Alliance 
2 April 2010 
 
Next Thursday 8 April the World Bank will decide 
whether to grant Eskom a $3.75 billion loan to 
finance Hitachi Africa’s building of a coal-fired 
power station in Medupi, Limpopo. 
 
Many people don’t realise that this decision has 
serious implications for the health of our 
democracy. 
 
Why do I say this? 
 
Hitachi Africa is 25% owned by the ANC’s 
investment arm, Chancellor House. This means that 
the ANC has a R5.8 billion stake in the deal, from 
which it will make an estimated R1-billion clear 
profit – enough to fund its election campaigns and 
the lifestyles of its leaders for years to come. 
 
It is no exaggeration to say that, if the loan is 
granted and the deal goes through, no opposition 
party may ever be in a position to compete fairly 
with the ANC again. The ANC will entrench its single 
party dominance and, in doing so, gravely weaken 
our democracy. 
 
How did this happen? How can a political party in 
control of the state have a stake in a multibillion 
rand state tender? 
 
In this case, it was achieved through the dual role 
of a key player on the tender committee – the 
former Chairman of the Eskom Board, Valli Moosa, 
also a member of the ANC’s National Executive 
Committee. Moosa did not declare this conflict of 
interest, and he didn’t recuse himself from the 
tendering process. 
 
This was enough to warrant an investigation by the 
Public Protector, following a formal complaint 
submitted by the DA when the story first broke in 
February 2008. 
 
The Public Protector found that there was a clear 
conflict of interest, and that Valli Moosa had acted 
improperly. However, the Public Protector 
concluded that the awarding of the contract was 
not affected by Moosa’s conduct. Furthermore, he 
ruled that the awarding of the contract was not 

unlawful due to the absence of legislation regulating 
business between political parties and government 
institutions. 
 
This ruling is bizarre. If there is a conflict of interest 
that is not declared, the process should be declared 
null and void. There is no way that the Public 
Protector – or anyone else for that matter – can say 
that the decision was taken in the public interest 
rather than the ANC’s interest. 
 
Lawful or not, the awarding of the contract to an 
ANC front company is corruption on a grand scale. 
Whatever way you look at it, it is the abuse of 
public office for political gain. If this scourge of 
‘legal corruption’ is not stopped in its tracks, 
democracy in South Africa will wither and die. It is 
as simple as that. 
 
Former President Thabo Mbeki recognised this back 
in 2005. In a moment of candour, he said of the 
ANC’s corrupt tendencies: 
 
‘What we do in this regard will define whether our 
organisation, the ANC, continues to maintain its 
noble character as a servant of all the people of 
South Africa, or degenerates into an ignoble, blood-
sucking and corrupt parasite, an enemy of an 
immensely heroic people.’ 
 
The ANC today, under Jacob Zuma, is taking South 
Africa close to the vampire state that Mbeki warned 
about. And, by acting in its own self interest instead 
of the public interest, the ANC has become an 
enemy of the people. 
 
Tenders are not awarded on the ability of the 
winning bidder to do the job, but on the basis of 
the company’s connections with the ANC. This is 
why Julius Malema is awarded R140 million 
contracts to build bridges that fall apart and it is 
why Hitachi Africa got the contract to build coal-
fired power stations. 
 
We fully support the need for a World Bank loan to 
build the power stations so that we can prevent 
another electricity crisis. 
 
But the ANC’s corrupt involvement in this deal has 
forced South Africans into an invidious position. We 
are now being asked to choose between our need 
for sustained energy and the future of our 
democracy. 
 
In fact, according to the World Bank’s own 
protocols, they should not even consider this loan 
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because it will directly benefit a political party. The 
protocol prohibiting this is designed precisely to 
prevent the kind of power abuse we are witnessing 
here. 
 
Suggestions are emerging that the World Bank will 
only agree to fund a portion of the deal from which 
the ANC will not benefit. But we will not be 
reassured unless and until the ANC is removed as a 
shareholder in Hitachi Africa, and a stakeholder in 
any part of the power station deals. As the arms 
deal scandal has shown us, these complex deals 
have many layers, involving primary contracts and 
subcontracts that can be used to disguise major 
corruption. The World Bank must have no part in a 
deal from which a political party stands to profit in 
any form. 
 
On Tuesday next week I am meeting the Head of 
the World Bank in South Africa, Ruth Kagia, to 
discuss the loan. I am going to make the case that 
South Africa needs this loan to build the coal-fired 
power stations. Indeed, the DA was calling for this 
type of infrastructure investment years before the 
advent of load-shedding. 
 
But, I will point out that in granting the loan, the 
World Bank would effectively be bankrolling the 
ANC, in contravention of every principle of 
democratic practice, and against the World Bank’s 
own protocols. I will propose that, should the World 
Bank be willing to grant this loan, it should do so 
only on the condition that the ANC and its front 
companies divest themselves entirely of any stake 
in Hitachi Africa, or any of the sub-contractors in 
this deal. 
 
I am going to present this case to every major 
World Bank member involved in making the 
decision before its meeting next Thursday. In this 
regard, I am also meeting with the US Ambassador 
and the British High Commissioner on Tuesday next 
week. We are going to fight this with all we have. 
The DA is currently consulting its lawyers to assess 
its legal options should the deal go through. We 
simply cannot allow the ANC to award multibillion 
rand tenders to itself. 
 
The ANC is well aware of how the apartheid 
government fostered corrupt relationships with big 
business to cement its electoral dominance. In 
1997, when the ANC was almost bankrupt, outgoing 
ANC treasurer Makhenkesi Stofile set out the ANC’s 
new approach to fundraising at its national 
conference. He said: 
 

‘There were a number of options (available to the 
ANC). One was the National Party option, which 
formed companies and gave them contracts which 
produced a steady basis of income. We didn’t think 
that would be a good thing to do. We then 
considered joint ventures and also thought that 
they would not be viable and would be the source 
of conflict. We opted for the role of facilitators for 
black business in the country. There are black 
businesses whom we have been able to turn to 
when we’re in trouble’. 
 
BEE legislation soon followed and with it the 
creation of instant millionaires, indebted to the ANC. 
It was this small group of politically connected 
businesspeople, who would fund the ANC. 
 
But it did not stop there. The ANC soon followed 
the National Party’s example. Why simply rely on 
the donations of those who benefited from state 
contracts, when the ANC could get those contracts 
directly? And so Chancellor House was established – 
a front company for the ANC itself. The purpose of 
Chancellor House is to enable the ANC in 
government to channel contracts to the ANC in 
business in order to fund the ANC as a political 
party and enrich its leaders. This, exactly, is the 
pathway from cronyism, to corruption and the 
criminal state. 
 
The DA will do everything it can to stop this power 
abuse now and in the future. Political parties exist 
to serve the people, not to abuse state power to 
enrich themselves and their leaders. It is high time 
the ANC learned this. And it is time that more 
people began questioning the ANC’s ill-gotten 
fortune and moral bankruptcy. 
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POLICY:  
 
Crossfire among Democrats over World Bank loan 
(04/02/2010) 
 
Lisa Friedman, E&E reporter 
 
Congressional leaders are weighing in on both sides 
of a heated debate over a $3.75 billion World Bank 
loan for a coal-fired power plant in South Africa. 
 
In dueling letters this week, Democrats appear to 
split over whether the United States should support 
the plant which would bolster the South African 
economy but also add 25 million metric tons of CO2 
into the atmosphere. 
 
‘This project is critical to heading off an impending 
energy crisis in South Africa and the entire Africa 
subregion,’ Rep. Gregory Meeks (D-N.Y.) wrote to 
Treasury Secretary Timothy Geithner in support of 
the loan. 
 
But Sens. John Kerry (D-Mass.) and Patrick Leahy 
(D-Vt.), along with Rep. Barney Frank (D-Mass.), 
told World Bank President Robert Zoellick the coal 
plant loan raises ‘serious questions’ -- particularly as 
the bank seeks a general capital increase and a 
stronger role in international financing for climate 
change. 
 
‘We are aware of and sympathetic to the urgent 
need to provide electricity to South African 
communities and industries, and recognize that this 
project was originally meant to be fully financed by 
the private sector,’ the lawmakers wrote. But, they 
said, the loan leaves a number of unanswered 
questions about South Africa’s renewable energy 
future and what role the World Bank will play. 
 
‘We cannot ignore the reality that our planet is 
hurtling toward potentially catastrophic climate 
change,’ Leahy, Kerry and Frank wrote. ‘This 
problem did not begin in developing countries, but 
the solution will depend, in part, on addressing their 
growing contribution to it.’ 
 
The World Bank board of directors is expected to 
vote Thursday on the loan to Eskom Holdings Ltd., 
South Africa’s state-owned utility company. The 
4.8-gigawatt Medupi plant will be the first power 
plant the country has constructed in more than 15 
years. It is expected to add 25 million metric tons of 
global warming pollution to the atmosphere. 
 
Leahy, Kerry and Frank ask bank to press for 

reforms 
 
The loan has provoked fierce opposition from 
environmental groups, which are pressing the World 
Bank to discontinue lending for fossil fuel plants. 
Green groups also are leaning on the Obama 
administration -- which recently enacted guidelines 
for American directors at the multilateral 
development banks to discourage lending for coal 
plants -- to vote against the project. Activists 
yesterday said they intend to file a complaint to the 
World Bank’s Inspection Panel next week, a move 
they hope will delay and possibly scuttle the vote. 
 
The South African government also has pressed 
hard for the loan, reaching out to lawmakers and 
making an economic case for the plant. In Meeks’ 
letter, which also has been circulated among 
leading members of the Congressional Black 
Caucus, the congressman noted that world leaders 
often make unfulfilled economic pledges to Africa. 
 
‘Without access to energy, South Africa and her 
neighboring countries that get their electricity from 
South Africa cannot grow their economies or deliver 
a wide range of services,’ Meeks wrote. ‘Denying 
this energy project will undoubtedly prolong and 
deepen the impacts of the financial crisis in Africa.’ 
 
Meanwhile Leahy, Kerry and Frank -- who in various 
ways currently control both the purse strings and 
much of American policy at the World Bank -- did 
not outright oppose the loan. Instead, they called 
on the bank to insist on environmental reforms 
within Eskom and secure a commitment from the 
company to expand its use of renewable energy in 
the future. 
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http://www.guardian.co.uk/environment/2010/apr/
01/medupi-world-bank-loan-vote 
 
Britain has key vote on World Bank loan to Medupi 
power station 
 
• Medupi coal station would be three times larger 
than UK’s Drax 
• Dilemma between climate damage and South 
African industry 
 
 John Vidal 
 guardian.co.uk, Thursday 1 April 2010 15.05 BST 
 
South Africa’s proposed Medupi coal-fired power 
station, which requires a huge $3.7bn World Bank 
loan on which Britain may have the casting vote, 
would be three times bigger than the UK’s Drax 
power station. Photograph: James Cheadle/Loop 
Images/Corbis 
 
Britain is likely to cast the deciding vote on whether 
the World Bank lends South Africa $3.7bn (£2.4bn) 
to build one of the largest coal-fired power stations 
in the world. The state-owned Medupi station would 
be three times the size of Britain’s biggest, at Drax 
in Yorkshire, but would emit 25m tonnes of CO2 a 
year – more than 115 other countries including 
Kenya, Luxembourg, Burma and Croatia. 
 
The decision on what would be one of the biggest 
bank loans ever made will be taken next Thursday 
at a World Bank board meeting in Washington. It 
places Gordon Brown and the UK government in an 
intensely difficult situation because Britain has led 
international attempts to persuade South Africa and 
other rapidly-industrialising countries to take action 
on climate change. At the same time the 
government has strongly backed South African 
industry which has been hit by major power 
shortages in the last two years. 
 
Britain, the bank’s biggest donor and one of its 
largest five shareholders, is likely to cast the 
deciding votes on the loan following President 
Obama’s new guidelines to diplomats to approve 
coal plants only if the World Bank is unable to 
secure additional funding to pay for a lower-carbon 
option. It is thought that under the guidelines, the 
US will abstain in Thursday’s vote. 
 
A spokesperson for the UK’s Department for 
International Development (DFID) said, ‘We haven’t 
made the decision yet. It’s very difficult. We have 
been in negotiations with the bank for some time. 
We are well aware of the implications of voting 

either way, and of both sides’ arguments.’ 
 
Pro- and anti-Medupi lobbyists this week argued 
fiercely over the merits of the station, which is 
planned for Limpopo and will be among the 10 
largest in the world. South Africa’s public 
enterprises minister Barbara Hogan warned that the 
country’s economy depends on having a secure 
supply of electricity. ‘If we do not have that power 
in our system, then we can say goodbye to our 
economy and to our country. This is how serious 
this thing is. The construction of Medupi … is 
necessary so that we do not derail the country’s 
economic growth and development’, she said. 
 
She was backed by Jamal Saghir, the World Bank’s 
director of energy, transport and water. ‘We cannot 
afford to see the South African power sector in 
crisis,’ he said in an interview. If the loan is turned 
down, he said, there would be a ‘major backlash’ 
for the economy not just South Africa but the entire 
region. 
 
But opponents in South Africa and Britain have 
argued that little of the 4,800MW of electricity 
which the state-owned power company Eskom 
plans to generate from Medupi will go to ordinary 
South Africans, but to large foreign-owned 
companies in the region who dominate the 
aluminium and mining industries. 
 
‘This loan will put South Africa deep into debt, 
damage the environment and drive the climate 
impacts already affecting poor South Africans. It is 
not electricity for the millions of people who live in 
deep rural areas who still have no electricity. It’s for 
big industry which uses more than 80% of South 
African electricity,’ said Bobby Peek, director of 
Groundwork Friends of the Earth. It argues that the 
power station will amplify South Africa’s climate and 
poverty crises. 
 
A coalition of more than 100 grassroots 
organisations, including churches, community 
groups, conservationists and metal-workers today 
condemned the loan, saying it is ‘financing a bad 
project, contributing to energy poverty and 
environmental destruction’. 
 
‘This is a massive amount of international public 
finance going to the dirtiest form of energy in a 
highly unequal society without strong indications 
that it will have any positive impact on energy 
access for the poorest. Much of the increased 
energy provision will go to big, mostly foreign-
owned industry which benefits from beneficial 
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electricity pricing agreements’, said Eliot 
Whittington, an adviser with Christian Aid. 
 
The World Bank has been heavily criticised in the 
past for funding some of the most environmentally 
destructive projects. It now calls itself the ‘climate 
bank’ because it seeks to distribute global climate 
change funds, but analysis by the Bank Information 
Centre – an NGO that advocates social justice and 
ecological sustainability in funding from financial 
institutions – shows that it loans nearly 10 times as 
much to fossil fuel projects than renewables. 
 
There are no firm plans to implement carbon 
capture and storage on the new plant, although 
Eskom is ‘considering’ the option for new stations, 
according to Hogan. She said that CCS would not 
be commercially viable until around 2030. 
 
‘It’s time for Gordon Brown to pull the plug and 
invest money in the clean energy development 
South Africa needs,’ said John Sauven, director of 
Greenpeace. 
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http://www.guardian.co.uk/environment/cif-
green/2010/apr/01/south-africa-medupi-climate-
pollution 
 
South Africa is becoming a high-carbon zone to 
attract foreign investment 
 
With its proposed Medupi power station, South 
Africa is an industrialised global climate player and 
major polluter 
 
South Africa’s proposed Medupi coal-fired power 
station would be a bigger polluter than Britain’s 
dirtiest including Drax, and the country is becoming 
a high-carbon zone. 
 
With its sky-high poverty levels and average life 
expectancy of just 51 years, South Africa is not a 
country we generally associate with extravagant 
binge-flying lifestyles, turbo-consumerism, and 
shopping trips to New York. How bizarre then that 
per capita carbon emissions in South Africa are now 
higher than in many European countries. While 
most South Africans are unlikely to ever own a 
plasma screen TV or Hummer, their carbon 
footprints still appear to be only slightly less than 
your average Japanese, and their national carbon 
emissions are now greater than those of France. 
 
The situation becomes more comprehensible when 
you look at South Africa’s industrial base, with 60% 
of South Africa’s electricity being guzzled by heavy 
industry, and most of that comes from dirty coal. 
Now this key global climate player wants another 
coal station that would pollute as much as the two 
dirtiest plants in Britain put together, and cause a 
further surge in its national emissions – and they 
want you to pay for it. Far from benefiting ordinary 
South Africans, they will also be forced into 
subsidising this artificially low-cost electricity, for 
the benefit of multinational mining companies. It’s 
no wonder that African civil society movements are 
leading the opposition to this development. 
 
South Africa’s situation is a case study in one of the 
major political currents that poisoned last year’s UN 
climate talks. At Copenhagen, major emerging 
economies hid behind their poor to justify why they 
shouldn’t need to take on legally-binding climate 
targets. Infuriating western governments, they used 
a rigid interpretation of the wonky principle known 
in UN-speak as ‘common but differentiated 
responsibility’ (CBDR) to argue for more ‘pollution 
rights’, since they have less historical responsibility 
for causing the carbon problem and less ability to 
pay to solve it. Never mind the new carbon-

constrained realities on the whole world, these 
powerful developing countries claimed the right to 
pollute indefinitely, because (just like their 
industrialised counterparts), they saw short-term 
strategic interest in securing the largest possible 
area of global atmospheric territory. In short, a 
concept developed to promote equity has turned 
into an excuse to allow ever increasing carbon 
dioxide concentrations in the atmosphere. 
 
Just as Switzerland offers the super-rich the ability 
to avoid high taxes, and Uzbekistan-presented high-
street clothes chains in Europe with cheap child 
labour in their cotton fields, South Africa and other 
major emerging economies like China are beginning 
to exploit the CBDR principle to establish 
themselves as global havens for the most 
environmentally destructive industries on Earth. 
South Africa is effectively setting up shop as a high-
carbon economic zone to encourage in foreign 
companies by freeing them of carbon regulation. 
 
After Copenhagen, the attitude of the most 
powerful industrialising countries caused much 
spluttering on the part of western ministers. Ed 
Miliband was enraged at what he saw as an unfair 
apportioning of the blame to the industrialised 
world after the managed collapse of the 
negotiations, and wrote: ‘The vast majority of 
countries, developed and developing, believe that 
we will only construct a lasting accord that protects 
the planet if all countries’ commitments or actions 
are legally binding. But some leading developing 
countries currently refuse to countenance this.’ 
 
That’s why it’s so odd that western governments, 
including our own, now seem determined to egg 
them on by making a $3.7bn (£2.4bn) World Bank 
loan to the South African state-owned power 
company Eskom to help build one of the most 
polluting power stations in the world. With one 
hand the government complains about major 
emerging economies not doing enough to embrace 
low-carbon development, while at the same time, it 
directs money that’s meant for aid, into dirty coal 
developments that power the international mining 
industry. 
 
In fairness, Miliband’s comments were clearly 
directed at China. There was a time last year when 
climate progressives in the South African 
government seemed to be his most effective allies 
in the south. By establishing a reasonable 2020 
climate target the South African government 
positioned themselves in Copenhagen as a bridge 
between the developed and developing worlds. But 
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in retrospect, with an aspiration to get up to 95% of 
their electricity from coal by 2025, despite vast 
untapped clean energy potential, last year’s rhetoric 
looks like a very thin green veneer. Well, either that 
or the South African government’s principled stand 
has since been quashed by Big Carbon lobbying. 
 
Recognising that a tonne of CO2 from a South 
African coal plant is just as damaging as a tonne 
from anywhere else, the White House has signalled 
they won’t offer their support to subsidise the 
Eksom mega-coal plant in South Africa when it 
comes up for a vote at the World Bank next week. 
Yet as the single biggest donor to the Bank, it will 
be the UK which is likely to get the final say. This 
offers a key test of whether the climate 
progressives in our own government can win out. 
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The Times 
 
Gordhan remains optimistic about Eskom loan 
MARIAM ISA    
 
Published: 2010/04/01 
 
Eskom - The Times 
 
SA recorded a smaller than anticipated budget 
deficit for the financial year which ended last week, 
with tax revenues exceeding forecasts in another 
sign the recovery is well underway. 
 
‘Economic growth was not damaged as much as we 
thought by the recession,’ Finance Minister Pravin 
Gordhan told reporters. Key indicators showed that 
the economy was in an upturn, and the higher 
revenue figures confirmed this, he added. 
 
Gordhan told reporters he ‘hoped’ that growth 
would exceed the Treasury’s forecast of 2,3% this 
year but declined to speculate on the outcome. 
 
The budget deficit reached 6,8% of gross domestic 
product (GDP) in fiscal 2009-10, well below the 
7,3% level predicted in the February budget. 
 
Revenues amounted to R598,5 bn, which was R8,1 
bn above budget estimates, with personal income 
tax, corporate tax and value-added tax all 
performing better than expected. 
 
Gordahn also said that SA would not agree to any 
conditions for a $3,75 bn loan from the World Bank 
to mainly help fund the construction of a new coal-
fired plant for Eskom. 
 
‘If it doesn’t come through, we will cope,’ he said in 
reply to a question. But he added that in 16 years 
of democracy, SA had never received a loan from 
the Washington based body and this was an 
‘opportunity’ for it to ‘build a relationship’ with SA. 
 
Environmental groups have opposed the loan, 
which will mainly go towards constructing the 
Medupi coal-fired plant in the northern Limpopo 
province. 
 
‘It’s regrettable that developed countries are putting 
environmental concerns above the economic needs 
of SA,’ Gordhan said. 
 
Nonetheless he said he was ‘optimistic’ the World 
Bank would approve the loan on April 8. 
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Bloomberg 
 
S. Africa Won’t Accept Conditions on World Bank 
Loan (Update1) 
 
April 01, 2010, 12:52 PM EDT 
 
More From Businessweek 
 
By Mike Cohen 
 
April 1 (Bloomberg) -- South Africa won’t agree to 
any conditions to obtain a $3.75 billion World Bank 
loan to fund the construction of power plants by the 
state-owned utility Eskom Holdings Ltd., Finance 
Minister Pravin Gordhan said. 
 
‘South Africa, in 16 years of democracy, never has 
had to take any loans from the World Bank,’ 
Gordhan told reporters in Johannesburg today. ‘If it 
doesn’t come through we will cope. This is an 
opportunity for the World Bank to build a 
relationship with South Africa. We are quite 
optimistic’ the loan will be approved on April 8. 
 
If awarded, $3.05 billion of the loan will be used to 
help finance the Medupi coal-fired power plant that 
Eskom is building in the northern Limpopo province. 
Environmental and civil rights groups have opposed 
the plant. 
 
Those groups ‘are putting environmental concerns, 
which cannot be immediately addressed, above the 
economic needs of South Africa,’ Gordhan said. ‘As 
a South African government we have a very clear 
plan in terms of capping carbon emissions and 
investing in renewable energy and over the next 10 
to 15 years decreasing our dependence on coal.’ 
 
--Editors: Philip Sanders, Ben Holland 
 
To contact the reporters on this story: Mike Cohen 
in Cape Town at mcohen21@bloomberg.net; 
 
To contact the editor responsible for this story: 
Peter Hirschberg at phirschberg@bloomberg.net 
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Engineering News 
 
SA would ‘cope’ should World Bank fail to grant 
Eskom loan 
 
By: Terence Creamer 
1st April 2010 
Updated 4 hours ago 
 
South Africa remained ‘optimistic’ that the World 
Bank would approve a $3,75-billion loan for State-
owned power utility Eskom on April 8, 2010, 
Finance Minister Pravin Gordhan said on Thursday. 
However, he said that the country, which had 
hitherto refrained from accepting loans from the 
bank, would ‘cope’ without the loan, and would also 
not accept any ‘conditionalities’. 
 
Speaking in Johannesburg at a briefing convened to 
confirm that the South African Revenue Service had 
outperformed revenue collection targets by R8,1-
billion in 2009/10, collecting R598,5-billion, Gordhan 
again stressed that South Africa, and other 
developing countries, should be allowed to rely on 
coal as a primary-energy source, while setting in 
place mechanisms to cap future carbon dioxide 
(CO2) emissions. 
 
He noted, too, that the world’s biggest economy, 
the US, continued to relay on coal for 50% of its 
power needs. 
 
‘The key issue on the World Bank loan is that this is 
an opportunity for the World Bank to build a 
relationship with South Africa. 
 
‘We must be absolutely clear that South Africa will 
not accept any conditionalities of any kind,’ the 
Finance Minister said. 
 
He added that it was regrettable that some 
nongovernmental organisations (NGOs), particularly 
in developed countries, together with a ‘very small 
group of NGOs in South Africa’ were placing 
‘environmental concerns, which could not be 
immediately addressed, above the economic needs 
of South Africa’. 
 
South Africa had ‘a very clear plan’ for reducing its 
CO2 emissions, as outlined in commitments made 
at the recent climate change gathering, which was 
held in Copenhagen, Denmark, in December. 
 
Over the next ten to 15 years, the country would 
decrease its dependence on coal, by investing in 
renewable energy and nuclear power. 

 
Gordhan said that, as government canvassed the 
next version of the country’s integrated resources 
plan, which would set out a road map for the 
country’s energy mix for the next 20 years, it would 
become clearer has to how South Africa planned to 
begin reducing its dependence on coal as its key 
primary energy source. 
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http://sa4l.blogspot.com/2010/04/opposition-to-
eskoms-world-bank-loan-is.html 
 
Thursday, April 1, 2010 
Opposition to Eskom’s World Bank Loan is hot air 
Environmentalists vent frustration but ignore bigger 
picture 
by Galen Sher 
 
If you haven’t heard already, Eskom has applied to 
the World Bank for a $3.75bn loan to cover some of 
its enormous financing gap. The majority of the 
loan ($3bn) will go towards the 4,800 MW Medupi 
coal-fired power station in Limpopo. 
Understandably, environmentalists in South Africa 
and abroad are concerned that the World Bank 
should not finance power generation based on fossil 
fuels. While it is good that people around the world 
are concerned about the environmental 
consequences of World Bank investments, much of 
the opposition is principle-based and lacks a 
broader perspective. 
 
1. Medupi will be constructed regardless of the 
outcome of the World Bank loan 
 
Construction of Medupi began in 2007 and has 
slowed since financing became more expensive. 
However, the project is going ahead with a coal-
supply agreement recently confirmed. Opposition to 
the World Bank loan often ignores the fact that 
construction of Medupi will continue regardless of 
the outcome of the loan application. 
 
2. There will be severe regional consequences if 
Medupi does not go ahead 
 
South Africa supplies ‘60 percent of all electricity 
produced in sub-Saharan Africa and our neighbors 
Botswana, Lesotho, Namibia, Swaziland and 
Zimbabwe all rely on Eskom for their electricity.’ 
 
Eskom would have to redirect funding from other 
projects (including renewable energy projects) to 
finance Medupi. Failing this redirection, Eskom will 
have to apply for further electricity price increases 
to finance Medupi. 
 
Medupi will also generate job opportunities for 
workers in Limpopo. 
 
3. The World Bank loan will also fund renewable 
energy projects 
 
The balance of the loan, some ‘$745 million, will be 
invested in wind and concentrated solar power 

projects, each generating 100 MW, and in various 
efficiency improvements’. Pravin Grodhan 
 
4. The construction of Medupi must be seen in the 
context of South Africa’s national climate change 
policy 
 
South Africa is pursuing reductions in carbon 
emmissions of ‘34% by 2020 and 43% by 2025’ 
(Pravin Gordhan). As long as the construction of 
Medupi and other coal-fired power plants in South 
Africa are compatible with these reduction targets, 
it is debatable whether construction of these power 
plants should be opposed at all. 
 
Eskom has also undertaken efficiency improvements 
at Medupi to reduce coal and water consumption at 
the power station. The construction has also passed 
its environmental impact assessment through the 
Department of Trade and Energy. These are at least 
a small comfort. 
 
Now, instead of getting frustrated with the 
environmental implications of such coal-fired power 
stations, the public should be more concerned with 
the potential corruption in the award of the contract 
to Hitachi to construct Medupi and Kusile - contracts 
valued at some R39bn! 
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http://blog.ethical.org.za/?p=572 
 
Coal and Eskom 
 
After the failure of climate talks, and the lack of any 
binding limits, it’s business as usual for the coal 
industry in most of the world. 
 
But not in South Africa. 
 
We have higher per capita carbon emissions than 
many European countries, criminal considering that 
most people are living in relative poverty, not sitting 
in air-conditioned luxury apartments with the 
dishwasher going. Eskom has applied for a loan 
from the World Bank to build a new, massive coal 
power station. This coal power station would be the 
fourth largest in the world, as dirty as the two 
dirtiest power stations in Britain combined. 
 
Meanwhile, as Eskom increases the electricity tariffs 
to the public, they’re being sued to reveal the 
preferential tariffs they offer to some of the dirtiest 
industries. Huge aluminium operations in Richards 
Bay and Mozambique use as much electricity as the 
cities of Durban or Cape Town, but Eskom is 
believed to be offering them below-cost tariffs. 
 
The dirtiest form of power generation, and the 
dirtiest industries, all agreed behind closed doors. 
In 2008, Eskom shortlisted Laymeyer International 
to help them build new power stations. Laymeyer 
International is a German company blacklisted by 
the World Bank after being convicted of bribery. 
They paid a R2.5 million bribe to the CEO of the 
Lesotho Highlands Development Authority. 
 
The World Bank will vote in days, and all it takes is 
one ‘no’ vote to veto the loan. Perhaps, when 
Eskom is given an unconditional ‘no’, it will realise 
that secrecy and fossil fuel is not the way to go, 
and will begin to embrace the abundant 
opportunities for renewable energy in this country. 
 
* 
Eskom promotes corruption 
 
Statement by Manie Van Dyk MP, DA Spokesperson 
on Public Enterprises 
18 February 2008 00:00 
 
Questions raised about the parastatal’s lack of 
concern for good corporate governance. 
 
Eskom’s decision to shortlist World Bank blacklisted 
German company; Laymeyer International, amongst 

companies to design and provide supervision tasks 
for the construction of new power stations raises 
questions about the parastatal’s lack of concern for 
good corporate governance. The DA calls upon 
Eskom to withdraw Laymeyer International from the 
shortlist with immediate effect in the interest of 
good business practice and we will be asking 
questions in Parliament about this relationship. 
 
In 2003, Laymeyer International was convicted in 
Lesotho for paying bribes worth R2.5 million to 
Masupha Sole, the former CEO of the Lesotho 
Highlands Development Authority. In 2006, the 
World Bank blacklisted Laymeyer International for 
seven years following its corrupt activities in the 
Lesotho Highlands Water Project. 
 
Despite this Eskom has shortlisted Laymeyer 
International in a consortium with SA firm, Bigen 
Africa, in its Panel B category, for consulting firms 
to design the new power stations the power utility 
will be constructing in the next few years. Panel B is 
an Eskom initiative in which local consulting 
engineers or consortiums of local and international 
firms will be appointed to design and supervise the 
construction of new power stations. All Eskom work 
for the next five years will be given to the 
companies on Panel B. 
 
It is unlikely that Eskom shortlisted Laymeyer 
without any knowledge of its corruption scandal in 
the LHWP project, because all companies are 
required to make declarations regarding their 
performance records when making submissions for 
inclusion in any panel unless there was an 
exceptional case for Laymeyer. Serious questions 
must be asked about how Laymeyer was deemed fit 
to be shortlisted with its shameful record for 
unethical business practices? Furthermore, why did 
Eskom continue to shortlist Laymeyer despite the 
company still being blacklisted by the World Bank? 
 
By opting to do business with a company convicted 
of corruption in Lesotho what message is Eskom 
sending to Southern African community? Eskom 
must take the lead in promoting good corporate 
governance and should not embrace any form of 
unethical business practice. 
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http://www.avaaz.org/en/no_eskom_coal_loan/98.p
hp?CLICK_TF_TRACK 
 
Eskom: clean energy, not coal! - Avaaz 
 
In just days, the World Bank will vote on a 
proposed R29 billion loan to Eskom to build the 
fourth-largest coal plant in the world -- a climate 
disaster. At the same time, Eskom plans to 
effectively double electricity rates over the next 
three years. Big polluters are getting cut-rate 
electricity while ratepayers would be left to pay 
back this disastrous loan. 
 
But the loan is not a done deal. Some creditors are 
having second thoughts, with the US expected to 
abstain and several European delegates reportedly 
on the fence. And we can tip the balance -- we just 
need one ‘no’ vote to table the proposal since the 
Bank rarely proceeds with divisive votes! 
 
While Eskom trumpets the plan, we can tell World 
Bank directors how we feel about coal. Let the 
Word Bank know that we don’t want its dirty loan - 
click below to sign the petition today: 
 
http://www.avaaz.org/en/no_eskom_coal_loan/?vl 
 
The Bank is right to recognize South Africa’s energy 
needs, but this loan would be putting money in the 
wrong place. Instead of dirty coal, South Africa 
needs energy efficiency and clean, renewable 
sources of power that people who most need it can 
actually afford. If this loan is approved, South 
Africans will pay for it several-fold -- in meteoric 
electricity rates, missed clean energy investments, 
polluted air, destroyed land, and the warming earth 
on which we live. 
 
Dozens of South African environmental, community, 
church, labour, academic and women’s 
organizations, representing a diverse, unified voice 
have mobilized to stop the loan. But every voice 
counts in these last days before the World Bank 
vote. Act now -- sign the petition opposing the loan: 
 
http://www.avaaz.org/en/no_eskom_coal_loan/?vl 
 
With hope, 
 
Ben, Paul, Graziela, David, Alice, Ricken, and the 
whole Avaaz team 
 
More information -- 
 
NGO Response to the World Bank panel report and 

Fact Sheet 
http://www.groundwork.org.za/Publications/EskomF
inalDocs/ResponsetotheWorldBankpanelreportandFa
ctSheet.pdf 
 
Original World Bank Fact Sheet 
http://www.groundwork.org.za/Publications/EskomF
inalDocs/WBEskomloanfactsheet.pdf 
 
Eskom Tariff Hikes Slammed 
http://allafrica.com/stories/201002250561.html 
 
World Bank to Consider $4 Billion Loan Application 
From Eskom 
http://www.bloomberg.com/apps/news?pid=20601
116&sid=aGkhG0hBKlrE 
 
SAfrica grants Eskom 24.8 pct price rise for 2010/11 
http://www.reuters.com/article/idUSWEB199720100
224?type=marketsNews 
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Business Day 
 
March 31, 2010 
 
Environmentalists will ‘fight hard’ against Eskom 
loan 
 
Siseko Njobeni 
 
Local nongovernmental and environmental groups 
are relentless in their opposition to Eskom’s $3,75bn 
loan, despite indications that the World Bank is 
keen to grant the loan. The loan is a critical source 
of funding for Eskom and failure to get it could 
worsen its funding troubles. Public Enterprises 
Minister Barbara Hogan said earlier this month that 
the consequences for the South African economy 
would be dire if the loan application failed. In the 
wake of the global recession that has made access 
to funding difficult, development finance institutions 
such as the World Bank are a cheap source of 
money for Eskom. 
 
The loan application has raised the ire of SA’s 
nongovernmental and environmental organisations. 
These groupings have urged the bank to decline the 
loan. Most of the loan will go towards funding 
Eskom’s Medupi coal-fired power station in 
Limpopo. The plant is due for commissioning in 
2012. 
 
But the World Bank seems eager to grant the loan. 
A senior executive this week said the institution was 
urging its shareholders to back the Eskom loan. 
Jamal Saghir, the bank’s director of energy, 
transport and water, this week said: ‘We cannot 
afford to see Eskom or the South African power 
sector in crisis. This will have a major backlash for 
the economy of the country and the economy of the 
region. 
 
‘We had a technical discussion last week where the 
bank explained to the US, explained to our 
shareholders that the project is critical for Africa 
after the global crisis caused private financing to 
decline’. 
 
The loan’s opponents have, however, remained 
adamant that it was not good for SA. Bobby Peek, 
director of environmental group GroundWork, said 
yesterday it was simplistic to argue that granting 
the loan would lead to economic growth and job 
creation. 
 
‘It is a formula that does not work. It is a simplistic 
argument by the World Bank management. The 

loan will not give people jobs,’ Peek said. The loan’s 
opponents would ‘fight hard’ to block it, he said. 
The World Bank will make a decision on the loan 
next Thursday. 
 
Part of the loan would finance renewable-energy 
and energy-efficiency projects. The US would 
abstain on the vote because it felt ‘on the defensive’ 
on climate matters, Hogan said this month. 
 
Finance Minister Pravin Gordhan recently wrote an 
opinion piece in the Washington Post in which he 
argued why Eskom should get the loan. He 
defended SA’s reliance on coal, saying it was still 
the cheapest energy source. With Bloomberg 
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New York Times 
 
http://greeninc.blogs.nytimes.com/2010/03/31/worl
d-bank-mulls-3-75-billion-for-south-african-coal-
power-expansion/#more-42597 
 
March 31, 2010, 12:36 pm 
World Bank Mulls $3.75 Billion for South African 
Coal Power Expansion 
 
By PETE BROWNE 
 
‘We cannot afford to see Eskom or the South 
African power sector in crisis,’ said Jamal Saghir, 
the World Bank’s director of energy, transport and 
water. 
 
The World Bank is calling on its members to back a 
contentious $3.75 billion loan request from Eskom, 
South Africa’s state run electricity supplier, to 
finance initiatives that would shore-up the country’s 
struggling power sector. 
 
Among projects under development is the Medupi 
Power Station, the largest dry-cooled coal fired 
power station in the world. 
 
South Africa is in urgent need of expanded 
generating capacity as it attempts to avoid a repeat 
of energy shortfalls that hit the country in 2008, 
and to fulfill its commitments to supply neighboring 
countries with electricity. 
 
‘We cannot afford to see Eskom or the South 
African power sector in crisis,’ said Jamal Saghir, 
the World Bank’s director of energy, transport and 
water, in an interview with Bloomberg News this 
week. ‘This will have a major backlash for the 
economy of the country and the economy of the 
region.’ 
 
According to Barbera Hogan, South Africa’s minister 
of public enterprises, $3.05 billion of the loan has 
been earmarked for the Medupi project, which will 
produce 4,800 megawatts of electricity. 
 
The response from environmental groups to the 
loan, however, has been mixed. Sixty-five civil 
society organizations coordinated by the South 
African environmental group Groundwork are 
campaigning against the loan. 
 
In a critique published at the Groundwork Web site 
(PDF), the groups described the loan as financing ‘a 
bad project, contributing to energy poverty and 
environmental destruction.’ 

 
But other environmental groups argue that the 
Medupi project is an inevitability. 
 
‘We prefer low carbon options, but Medupi will take 
place irrespective of whether the World Bank loan 
comes through or not,’ said Saliem Fakir, a 
spokesman for the World Wildlife Fund in South 
Africa, in an e-mail message. ‘Medupi is being built 
as we sit.’ 
 
Mr. Fakir added that South Africa could not finance 
all of its energy needs, and that the loan must be 
‘seen in this context.’ 
 
‘We accept that these circumstances justify some 
exceptions,’ he said. ‘However, our concerns are 
that we want to see real commitment to low carbon 
trajectories for our energy sector and that the 
World Bank loan does not further entrench our 
carbon intensity.’ 
 
South Africa’s finance minister, Pravin Gordhan, has 
also argued for the loan in an article in The 
Washington Post. ‘To sustain the growth rates we 
need to create jobs,’ Mr. Gordhan wrote, ‘we have 
no choice but to build new generating capacity — 
relying on what, for now, remains our most 
abundant and affordable energy source: coal.’ 
 
The World Bank is expected to render a decision on 
the loan shortly. 
 
COMMENTS 
1. 
Jake Schmidt, NRDC 
Washington, DC 
April 1st, 2010 
3:55 am 
There are a number of unanswered questions that 
the World Bank and South Africa haven’t provided 
around this loan. But it also isn’t clear how the US 
will square a vote for this project with the coal 
guidelines for the World Bank recently presented by 
the Treasury Department. 
 
It is time for the World Bank to stop shoveling the 
global warming hole deeper and start helping to 
solve the problem -- a problem that will seriously 
jeopardize its mission to address the world’s 
poverty. After all, how can you address poverty in 
10, 15 years when the climate system that 
developing countries depend on is changing in 
dramatic ways around them. 
Recommend Recommended by 0 Readers 
2. 
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Sunita Dubey 
GroundWork-South Africa 
April 1st, 2010 
3:56 am 
The World Bank’s and South African government’s 
argument for building Medupi is based on the 
assumption that without this coal power plant the 
whole of South Africa is going to be plunged into 
darkness and will halt the economic growth. 
However, they forget to mention that the ‘power 
deficiency’ is the result of ‘sweet heart deals’ 
between Eskom and many corporations, who are 
being provided with one of the cheapest electricity 
in the world. The ‘Special Pricing Agreements’ done 
under the apartheid era to benefit mining 
corporations and smelters are still being protected 
by the South African government under the guise of 
‘business secrets’. While World Bank boasts about 
its policies on corruption and transparency, is mum 
on this issue. 
 
Medupi coal power plant is not a ‘necessary evil’ 
and cannot be placed in the context of transition 
towards low carbon and renewable energy future, 
as it is ‘business as usual’ and an addiction to dirty 
and cheap coal for next 40-50 years. Rather than 
creating an enabling environment for renewables to 
thrive, World Bank loan for fossil fuels is stifling 
those options. Mere 7% out of $ 3.75 billion loan 
for solar and wind project is not a down payment 
for South Africa’s greener future, as claimed by the 
World bank. 
 
The upcoming decision on Eskom loan at the World 
Bank is a test of their own policies on poverty 
alleviation, transparency, their commitment to 
climate change. 
Recommend Recommended by 1 Readers 
3. 
kittykat 
Sydney, Australia 
April 1st, 2010 
3:56 am 
I’m sure that once built, solar or wind based power 
plants are cheaper to run than coal fired plants, 
because there is no need to mine and transport 
coal. These plants last for decades so the saving 
mount up. Sure, the up front capital investment 
may be higher - but can’t the Worldbank lend SA a 
bit more money over a longer term, so SA can earn 
back the higher investment in renewables through 
longer term savings. 
Recommend Recommended by 0 Readers 
4. 
Wang Suya 
Japan 

April 1st, 2010 
3:56 am 
World bank mull south african to build coal power 
plants. It is totally wrong thing Work bank doing. 
Why mull south African solar or wind energy? From 
now we do not allow one by one coal power plants 
are built in any where. Remenber the CO2 
concentration already arrive 370 ppm, in order to 
keep earth health, we must keep CO2 concentration 
to 350 ppm... 
Recommend Recommended by 0 Readers 
5. 
researcher.n 
south africa 
April 1st, 2010 
3:56 am 
first things first....NO to the loan!!! all I see or hear 
these people in power talk about is money,what 
about the people who have to live around these 
power plants ....I guess they sitting there in their 
clean air far way from us who have to deal with the 
cosequences our Finance minister says ‘we have no 
choice’ life is full of choices and the choice should 
be YES to renewable energy. 
The best way to reduce coal’s massive CO2 impact 
is to leave it in the ground. they talking about 
creating job’s ..WHAT jobs??? they causing health 
problems ,our children are falling ill some cases 
severe than others . And who is suppose to pay 
back this loan? south africans...we don’t want this 
loan why should we pay for something we do not 
want!! And the what makes it worst even if the loan 
falls through we not benefiting . 
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www.znet.org March 31 2010 
 
Climate justice opportunities after US carbon market 
and legislative crashes 
 
By Patrick Bond and Desmond D’Sa 
 
Fierce debating about United States climate justice 
(CJ) strategies and tactics on ZNet over the past 
couple of months leave us ready to continue 
exploring comradely but sharp differences. 
 
In ZNet Commentaries on these pages, Robin 
Hahnel and Ted Glick firmly dispute, respectively, 
two views we hold from a long way away in 
Durban, South Africa: 
 
• first, to fight global warming, carbon markets are 
a destructive distraction, and should be 
decommissioned; and 
 
• second, national legislative campaigning is futile 
given the prevailing balance of forces (and weak 
bills) on offer in the US. 
 
Instead, CJ activists everywhere are better off 
directly confronting the largest emitters, their 
financiers and their regulators. 
 
We’ll briefly restate these positions, and then 
provide an alternative CJ opportunity that both us 
have come to the US to campaign on behalf of 
during the next two weeks: halting World Bank coal 
financing. 
 
First, the Kyoto Protocol’s carbon market strategy – 
called ‘cap and trade’ in the US - is now dead in the 
water. Hahnel’s thousands of words extolling 
potential carbon market efficiencies in four ZNet 
articles since late December are obviously well 
meaning, yet a waste of time. 
 
Why? ‘The concept is in wide disrepute’, according 
to the New York Times (ordinarily a booster) last 
week: ‘Obama dropped all mention of cap and trade 
from his current budget. And the sponsors of a 
Senate climate bill likely to be introduced in April, 
now that Congress is moving past health care, dare 
not speak its name.’ 
 
Don’t blame us. In spite of trying hard to spike this 
market (e.g. http://www.durbanclimatejustice.org 
and http://www.storyofcapandtrade.org), we green-
left critics of carbon trading cannot claim to have 
succeeded, if the Times is correct: ‘Why did cap and 
trade die? The short answer is that it was done in 

by the weak economy, the Wall Street meltdown, 
determined industry opposition and its own 
complexity.’ 
 
According to Senator Maria Cantwell (a Democrat 
from Washington State), cap and trade was 
‘discredited by the Wall Street crisis, the Enron 
scandal and the rocky start to a carbon credits 
trading system in Europe that has been subject to 
dizzying price fluctuations and widespread fraud.’ 
 
Hahnel assumed such problems could be solved as 
the market matured. But just one example of brand 
new fraud was the Hungarian government’s resale 
of carbon credits, which when exposed recently, 
drove the price of a tonne from €12 down to €1 and 
crashed two emissions exchanges. According to a 
BusinessGreen.com reporter on March 18, ‘Europe’s 
carbon market descended into chaos yesterday as 
fears over ‘recycled’ carbon credits sparked a 
collapse in the price of Certified Emission 
Reductions.’ 
 
A week earlier, the Global Forest Coalition accused 
the European Union of promoting ‘highly volatile 
carbon markets that jeopardize forest-dependent 
peoples’ livelihoods’. 
 
Four days before that, on March 3, Reuters 
reported: ‘Investors are becoming less convinced 
that a global carbon market, estimated to be worth 
about $2 trillion by the end of the decade, can be 
established as uncertainty over global climate policy 
persists.’ 
 
The report went on, ‘Participants at a carbon 
conference in Amsterdam were equally downbeat, 
as carbon prices in the EU Emissions Trading 
Scheme are weak and range-bound and 
expectations are low for a climate pact being 
agreed this year at the talks in the Mexican city of 
Cancun.’ 
 
This is pleasing news, given how bad such a deal 
would be, and given that the emissions market 
serves as a profound distraction from serious 
climate politics, sucking Big Green groups in 
Washington into corporate quicksand. 
 
Second, then, should organizing be directed at 
lobbying for a non-market climate law on Capitol 
Hill? Not yet, not even the legislation that Glick 
fervently supports, proposed by Cantwell and Maine 
Republican Senator Sue Collins: the ‘Carbon Limits 
and Energy for America’s Renewal Act’ (CLEAR). 
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CLEAR puts a cap at the original source of 
greenhouse gas emissions, auctions the right to 
pollute, and gives back a ‘consumer rebate’ from 
carbon revenues. It’s much preferable to the 
Waxman-Markey carbon trading bill that passed the 
House of Representatives last June, to be sure. 
 
However, Maggie Zhou of Secure Green Future in 
Massachusetts notes that CLEAR’s mandated 
emissions reductions will be just 8% below 1990 
levels by 2020, even though 45% cuts are needed 
to avoid breaching 2 degrees Centigrade. But Zhou 
reminds us, ‘It is becoming increasingly clear that 
even 1oC is unacceptable warming that could 
trigger many dangerous and potentially irreversible 
feedback processes.’ 
 
CLEAR’s low targets are an unacceptable insult to 
the rest of the world, and so too is CLEAR’s failure 
to mention repaying victims of climate change the 
‘climate debt’ owed them by the US. Zhou also 
criticizes ‘offset-like projects’ in CLEAR, its 
promotion of unproven or dangerous techie fixes 
(carbon capture and storage, and oil or gas 
reinjection), and a too-narrow carbon pricing band 
range (http://securegreenfuture.org/blogs/clear). 
 
(We would add that a genuine climate bill should 
also strengthen command-and-control regulatory 
mechanisms and mandates for the Environmental 
Protection Agency, utility boards and planning 
commissions. A serious climate/energy bill, yet to 
be authored, would mandate a profound economic 
transformation, so as to generate new production, 
consumption, transport, energy and disposal 
systems.) 
 
Worse, if CLEAR passes the Senate in coming 
months, House conference negotiators will no doubt 
insist on fusing in many of the objectionable 
features of Waxman-Markey (private offsets, carbon 
trading, oil/nuke/agro subsidies, EPA neutering, 
etc). 
 
Glick rebuts that the CJ movement cannot win 
everything we want at once: ‘Immanuel Wallerstein 
has written about the need for ‘movements to 
internalize the sense that the social transformation 
they are seeking will not occur in a single 
apocalyptic moment, but as a continuous process, 
one continually hard-fought.’’ 
 
True, but the critical problem is whether CLEAR 
drives us towards climate transformation, or puts us 
in neutral or reverse. Let’s distinguish between 
serious, structural, ‘non-reformist reforms’ on the 

one hand, and on the other hand, ‘reformist 
reforms’ that offer far too little change (just 8% 
below 1990); give the system a bit of legitimacy 
(Obama would go to Cancun beaming); amplify the 
system’s internal logic (auctioning the right to 
pollute); suffer from system-wide decay (e.g. 
volatile carbon prices); and weaken our team’s 
momentum. 
 
We asked Wallerstein, who agrees, ‘The problem is 
always to decide about a particular project - in 
which category it falls.’ We’ve made the case that 
CLEAR is a reformist reform, to be avoided, and so 
it’s over to Glick. 
 
Until legislation emerges and power relations 
change so we’re not dumped back within the toxic 
swamp of US congressional parameters, can’t 
leading CJ activists like Glick once again step up 
movement-building that cuts more quickly to the 
chase? 
 
A good example was the March 18 Washington 
protest against EPA slobs who are not doing their 
jobs in West Virginia. For hours, Kate Finneran and 
Adrian Wilson blocked the EPA headquarters 
entrance atop stilts and two 20 feet mock blue 
mountains, demanding a halt to mountaintop 
removal by coal companies. 
 
Joshua Kahn Russell of Rainforest Action Network 
explained, ‘Despite the Obama administration’s big 
announcement last year that it was going to take 
‘unprecedented steps’ to reduce the environmental 
damage from mountaintop removal coal mining in 
Appalachia, the EPA has been slow moving.’ 
Activists demand that EPA ‘block every single 
mining permit application that seeks to remove 
America’s oldest mountaintops and dump the waste 
into waterways,’ he said. And next, go after power 
companies. 
 
Two more examples of CJ opportunities will be 
Fossil Fool’s Day, when on April 1, Rising Tide North 
America will ‘pull some pranks that pack a punch’ 
(http://www.fossilfoolsdayofaction.org/2010/15-
actions-to-topple-the-fossil-fuel-empire/); and the 
Rainforest Action Network’s Tax Day (April 15) 
protests against coal financier Chase Bank. 
 
Another campaign closer to our home entails 
fighting the World Bank’s coal portfolio 
(http://www.groundwork.org.za/). On April 8 the 
Bank Board is expected to approve a $3.75 billion 
loan to the South African electricity utility Eskom, to 
build the world’s fourth largest coal-fired power 
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plant, Medupi. The US Treasury could veto, and 
thus ‘keep the coal in the hole’, but more pressure 
is needed. 
 
If activists lose, paying for Medupi will require a 
127% real price increase from 2007-12 for ordinary 
South Africans (to nearly $0.15/kiloWatt hour). 
Meanwhile the world’s biggest metals and mining 
houses - Anglo American Corporation, BHP Billiton, 
Arceleor Mittal and other multinationals - still get 
the world’s cheapest electricity from Eskom (less 
than $0.02/kWh). 
 
These companies benefit from apartheid-era 
‘Special Pricing Agreements’ that Eskom keeps 
secret, yet there are very few jobs and economic 
linkages because locally-sold steel and aluminum 
cost far more than the same products which are 
send abroad. Also sent abroad are their vast profits, 
contributing to the country’s severe payments 
deficit. 
 
More than 200 organisations across the world have 
endorsed a critique of the loan 
(http://www.earthlife.org.za/?p=858). South 
Durban activists launched the campaign on 
February 16 with a spirited protest at Eskom’s main 
local branch. 
 
South Durban has been an epicenter of protest 
against fossil fuels, given that our neighbours 
include the largest and least responsible petro-
chemical firms south of the Niger Delta. With 
electricity prices soaring, many more residents in 
South Durban are being disconnected. They often 
reconnect illegally, and as Eskom and the 
municipality clamp down, the result is more social 
strife, in a country with what is probably the world’s 
highest rate of community protest 
(http://www.ukzn.ac.za/ccs/default.asp?2,27,3,185
8). 
 
In Limpopo and Mpumalanga provinces, anger at 
Eskom and the World Bank comes from eco-social 
threats in the vicinity of Medupi and the dozens of 
new coal mines that will feed it. Local ecologies are 
adversely affected, especially the notoriously 
degraded water table, as well as the air, land, 
vegetables and animals due to mercury emissions 
from coal. 
 
If these reasons are not enough, Eskom’s desire to 
privatize 30% of generating capacity is explicitly 
advanced in the loan, leading to opposition from 
trade unions – especially the National Union of 
Metalworkers of South Africa - and consumers. 

 
Corruption is rife, too. Contrary to supposed anti-
corruption policies, the Bank loan will directly fund 
African National Congress (ANC) ruling party 
coffers, because the power plant will be built with 
Hitachi boilers that in turn kick back an estimated 
$700 million thanks to a convenient – and utterly 
dubious (everyone admits) – ANC investment in 
Hitachi. When the deal was done, Eskom chair Valli 
Moosa was also a member of the ANC’s finance 
committee. A government investigation released 
last Thursday found his conduct in this blatant 
conflict of interest to be ‘improper’. 
 
Finally, there’s historic racial injustice. The World 
Bank’s financing of apartheid began just three years 
after the 1948 election of the Afrikaners’ Nationalist 
Party, and included $100 million for Eskom. During 
that period, the World Bank’s money financed 
electricity to exactly zero black households and 
instead empowered white businesses and 
residences. 
 
If the Bank makes the loan on April 8, South 
Africans will call for the revival of the World Bank 
Bonds Boycott, to encourage divestment by 
institutional investors similar to anti-apartheid 
tactics, and will also lobby for rejection of the 
Bank’s forthcoming recapitalization. 
 
Scores of organizations across Africa are already on 
board this campaign, and the next step beyond the 
World Bank will be to demand that South Africa 
confront its own climate debt to the continent. 
 
These opportunities for activism against the world’s 
largest producers, financiers, regulators and 
consumers of fossil fuels reflect the need for 
solidaristic global-local linkages. Seeking these out 
is one benefit behind building internationalist CJ 
politics as quickly as possible. 
 
 
(The authors are South Durban residents. Bond is 
University of KwaZulu-Natal Centre for Civil Society 
director and is giving talks about keeping SA coal in 
the hole on April 4 in Berkeley, 5 at New York 
University, 6 at City University of NY, 8 at Clark 
University in Worcester, 9 in Boston at Encuentro 5, 
and 11 in Washington with AfricaAction. D’Sa leads 
the Community Environmental Alliance and will 
discuss the campaign on April 5-6 in Washington, 8-
10 at Yale, and 10-12 in Chicago. For more details 
see http://www.ukzn.ac.za/ccs) 
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Business Report 
 
Eskom couldn’t afford to buy back power - Maroga 
 
By Louise Flanagan 
 
Eskom couldn’t buy back power from the country’s 
biggest energy user because it didn’t have the 
political backing and couldn’t afford the cost. 
 
Details of Eskom’s failed attempts to renegotiate 
the crippling electricity supply contract with 
resources giant BHP Billiton emerged in the court 
fight between former Eskom CEO Jacob Maroga and 
the power utility. 
 
Maroga brought an urgent interdict yesterday aimed 
at stopping Eskom appointing a new CEO until his 
legal claim over the loss of his job is 
finalised. 
 
In the court papers, Maroga disputes acting CEO 
Mpho Makwana’s claim that Maroga lost his job 
because he performed poorly by failing to present a 
funding model proposal to the board, and by failing 
to renegotiate the long-term electricity supply 
contracts with aluminium producers. 
 
Maroga said Eskom’s funding crisis related to the 
huge capital-expansion programme set in place 
from 2005 - before he was CEO - without a 
committed financial plan to pay for it, and the 
crippling long-term supply contracts to the smelter 
companies signed decades ago. 
 
Maroga said a funding model was drawn up last 
year by a task team from Eskom, the National 
Treasury, and the departments of Public Enterprises 
and Minerals and Energy, and was the basis of 
Eskom’s price increase application to the National 
Energy Regulator of SA in September. 
 
He said it was unrealistic to have expected him to 
renegotiate the smelter company contracts. ‘These 
contracts did not envisage the end of excess 
capacity. They also did not envisage that with the 
end of excess capacity, the cost of power would 
increase,’ he said. 
 
After the January 2008 power crisis, Eskom initiated 
a ‘power buy back’ programme. 
 
‘The idea was to pay BHP Billiton (by far the single 
largest energy consumer in South Africa) to shut 
down some of its smelters’ capacity in order to free 
that capacity for use by other smaller customers 

and households in the country. This was part of an 
attempt at renegotiating the BHP Billiton long-term 
electricity supply contracts,’ said Maroga. 
 
But it would have cost $800 billion (R5.9 trillion) to 
$900bn to buy back up to 800MW from BHP Billiton. 
 
‘In the result, not only did the renegotiation 
attempts have no political support from where it 
matters most (from Public Enterprises and Trade 
and Industry); the cost of it was also prohibitive,’ 
he said. 
 
‘Thus the allegation that I failed to renegotiate 
these long-term electricity supply contracts is not 
only disingenuous, it is also grossly unreasonable in 
the circumstances.’ 
 
Late last year Eskom was again trying to put 
together a strategy to renegotiate the contracts, he 
said. 
 
Maroga said that in August his performance was 
assessed at 70 percent and that last month, after 
he lost his job, Eskom paid him R2.3m in 
performance-related bonuses. 
 
‘If Eskom’s poor performance allegations were true, 
then surely Eskom would not have paid me those 
performance bonuses.’ 
 
Yesterday’s application arises from Maroga’s original 
court action filed against Eskom in January, 
demanding back his job as CEO or a contract 
settlement of R85.7 million . 
 
Eskom is arguing that Maroga resigned on October 
28 and the board accepted this, and then two days 
later after a dispute arose, the board terminated his 
contract for poor performance. Maroga has argued 
that he did not resign, had no intention of doing so 
and was unlawfully dismissed. 
 
In yesterday’s hearing, advocate Wim Trengove SC, 
for Eskom, said that after consistently denying 
resigning, Maroga now admitted resigning 
conditional on a severance package. 
 
Trengove said this was ‘patently dishonest’. 
 
Maroga insisted in his affidavit that he did not 
resign. 
 
‘I proposed an elegant and amicable parting of 
ways if the differences between the chairman and 
me could not be resolved,’ he said. 
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‘Such a parting did not, and could not conceivably, 
entail a resignation. What I meant was an agreed 
separation on terms and conditions acceptable to all 
parties concerned, including payment of a 
reasonable settlement amount in lieu of the early 
termination of my contract.’ 
 
Judgment was reserved. 
 
• This article was originally published on page 3 of 
The Star on March 31, 2010 
 
*** 
 
Engineering News 
 
Eskom mum on CEO, Kusile adviser, but makes 
some cogen progress 
  
By: Terence Creamer 
31st March 2010 
 
State-owned power utility Eskom appeared to miss 
two key self-imposed deadlines on Wednesday, 
including an indication that it would provide an 
update on the progress it was making in attempting 
to secure a new CEO for the organisation, following 
the acrimonious departure of Jacob Maroga late last 
year. 
 
However, the utility did report some important 
progress on plans to buy-in power from 
cogenerators, which many see as key to closing 
some of the short- to medium-term capacity gaps. 
 
It was unclear whether Eskom’s failure to provide 
an update on the succession matter (which had 
been expected before the end of the group’s 
financial year, which ended on Wednesday, March 
31, 2010) had anything to do with an urgent 
application brought by Maroga on Tuesday to 
prevent Eskom from appointing a new CEO until his 
legal claim was finalised. 
 
All Eskom would say was that it was ‘in the process 
of considering the position of Chief Executive’. 
 
‘No final decision has been made as the process is 
ongoing. We have no further news at this point in 
time.’ 
 
Maroga, meanwhile, was seeking either R85,7-
million in compensation, or reinstatement, having 
disputed that he had offered to resign during the 
now infamous October 28, 2009, board meeting. 

 
But Eskom also failed to meet its deadline for the 
appointment of a transaction adviser (TA) for the 
possible sale of between 30% and 49% of the 
R142-billion Kusile coal-fired power project, which 
was being built in Mpumalanga province. 
 
During the National Energy Regulator of South 
Africa’s (Nersa’s) January hearings into Eskom’s 
application for tariff increases of 35% a year 
between 2010 and 2013, acting executive 
chairperson Mpho Makwana indicated that the 
group would seek to secure the service of a TA by 
the end of March. 
 
However, while Engineering News Online is aware 
that meetings have been held with various financial 
institutions in this regard, it is not clear whether 
Eskom has even formally released a request for 
proposals to secure the services of such an adviser, 
let alone whether a TA has been appointed. 
 
It was also unclear whether the announcement had 
been delayed so as to allow the InterMinisterial 
Committee (IMC) on electricity to deliberate on the 
matter. 
 
The IMC, which is chaired by Public Enterprises 
Minister Barbara Hogan, met on Wednesday, to 
deliberate on a range of outstanding power-related 
matters. However, Engineering News Online could 
not confirm whether the Kusile Private Equity 
partner acquisition had definitely been discussed. 
 
The issue is one of nine so-called ‘work streams’ 
falling under the IMC, which also includes Energy 
Minister Dipuo Peters, Finance Minister Pravin 
Gordhan, Economic Development Minister Ebrahim 
Patel and the Minister in the Presidency Responsible 
for the National Planning Commission, Trevor 
Manuel. 
 
But there appears to have been some progress in 
meeting the March deadline for the conclusion of 
the first cogeneration (cogen) power purchase 
agreements (PPAs), as hinted to by Minister Hogan 
earlier in the year. 
 
Speaking in Parliament earlier in the month, Hogan 
indicated that Eskom could sign cogen contracts 
with companies such as Sasol and Sappi, while 
seeking secure up to 1 143 MW from such sources. 
 
Hogan said that Eskom could no longer be regarded 
as the country’s single power producer and it had 
become essential to supplement Eskom’s energy 
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supply through cogen agreements, as well as 
through the involvement of independent power 
producers. 
 
COGEN PROGRESS 
 
In a response to questions posed by Engineering 
News Online, Eskom said 85% of the medium-term 
power purchase programme (MTPPP) capacity 
allowed for by Nersa for the period 2010 to 2013 
had been finalised between Eskom and the sellers. 
 
Eskom indicated that this capacity had been capped 
at 400 MW for the three-year period, and said it 
could not comment on Hogan’s figure of 1 143 MW. 
 
It was possible, though, that the Minister’s figure 
included the allocation for renewable energy 
production during the tariff-determination period. 
 
Eskom refused to identify the sellers, stating only 
that the arrangements were concluded before the 
end of March and had been submitted to the 
regulator for final approval. 
 
‘The remaining 15% will be concluded once 
agreement with the sellers have been reached,’ 
Eskom said. 
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Financial Times 
 
Backing sought on S Africa loan for coal-fired plant 
 
By Richard Lapper in Johannesburg 
 
Published: March 30 2010 03:00 | Last updated: 
March 30 2010 03:00 
 
The World Bank has pressed the US government to 
support a $3.75bn loan that would allow South 
Africa to build a coal-fired power station, writes 
Richard Lapper in Johannesburg . 
 
The controversial project, proposed by Eskom, the 
country’s state-owned electricity company, will 
increase carbon emissions and potentially contribute 
to global warming. 
 
But officials say that new generating capacity is vital 
if South Africa is to avoid a recurrence of the black-
outs that shook business confidence early in 2008. 
 
‘We cannot afford to see Eskom or the South 
African power sector in crisis. This will have a major 
backlash for the economy of the country and the 
economy of the region,’ Jamal Saghir, the World 
Bank’s director of energy, told Bloomberg news 
agency. 
 
Mr Saghir said that bank officials had conducted 
technical discussions with their US counterparts. 
Just over $3bn (€2.23bn, £2bn) of the loan would 
fund a new coal-fired power station at Medupi in 
Limpopo province, while the rest would go on clean 
energy projects. 
 
Neither the US nor the UK have said how they will 
vote when it comes before the World Bank board on 
April 9. 
 
In an interview with the Financial Times, Dipuo 
Peters, the South African energy minister, said that 
carbon emissions would rise after the power station 
was built, before levelling off and then falling. She 
said the new capacity was also needed to give 
electricity to the 15 per cent of homes that are not 
connected to the national grid. 
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http://www.planet-positive.org/ppblog/?tag=eskom 
 
South Africa’s Request for WB loan to finance coal-
fired plant & the larger picture. 
 
South Africa’s power organisation Eskom has put 
forward loan proposals to several loan and aid 
agencies including a proposal to the World Bank for 
a $3.75 billion loan of which $3bn would go towards 
financing a coal-fired plant. 
 
The power plant is scheduled to operate in Medupi, 
in the ecologically sensitive area of Waterberg. It 
would be the world’s fourth more carbon intensive 
coal fired plant, with plans to supply 4,800 
megawatts of electricity. 
 
Eskom and the leaders of South Africa say they 
need energy and a coal fired plant is the most 
sensible route to filling the gap between need and 
availability. NGOs and other countries, like the US & 
the UK, have urged the World Bank to disapprove 
the proposal on the grounds of environmental harm 
and possible debt problems. This real-live story 
quintessentially illustrates the chasm between 
energy poverty experienced in many developing 
countries and the low carbon goals of developed 
countries. It shows why it is so difficult to come to 
an international agreement regarding carbon 
reduction; why developing countries are hesitant to 
sign over their freedom to develop energy cheaply 
and why developed countries are reluctant to leave 
developing countries out of the deal. 
 
The Situation in the eyes of Eskom and the South 
African Government. 
 
Today the South African economy is two-thirds 
larger than it was in 1994. As with most growth, 
with it has come an increased demand for 
electricity. Supply has not met demand - about 30% 
of South Africans have no access to energy. A lot of 
this growth has been centred on mines and 
factories, which themselves need electricity. If there 
is no access to energy, prospects for growth will be 
undermined. Eskom projects that by 2028 there will 
be a demand of 80,000 megawatts of electricity 
that they will not be able to meet if they do not 
have access to the coal. 
 
The finance minister of South Africa, Pravin 
Gordhan, believes that energy from coal is the ‘only 
responsible way forward’. It’s abundant, it’s 
affordable. South Africa has large deposits of coal – 
why shouldn’t they use a natural resource they 
have? In addition, he argues that developing 

countries need to get themselves on sustainable 
growth tracks in order to be in a position to play a 
part in preserving the environment. In the same 
light, ‘You cannot have poverty alleviation without 
economic growth…and you cannot have economic 
growth without access to energy’ (World Bank 
2010). 
 
Eskom is the only electricity supplier in South Africa. 
It also supplies 60% of Sub-Saharan Africa with 
electricity including Botswana, Lesotho and 
Namibia. If Eskom cannot provide energy, a lot of 
Sub-Saharan countries will suffer. 
 
As the critics see it. 
 
There are three basic arguments against Eskom’s 
proposal: one is that the coal-fired plant is 
environmentally harmful to the point where it’s 
detrimental to the economy and of course to our 
Planet; two, the loan and the debt are likely to lead 
to a currency crash and lead the public towards 
more energy poverty; and finally there are doubts 
about Eskom, their management skills and their 
projections. 
 
This coal fired plant is projected to emit 25 million 
tonnes of carbon a year. 200 local organisations 
have signed up to protest against the plant. It is 
expected that the coal plant will lead to complete 
degradation of water sources, air pollution and a 
rise in mercury. 
 
A typical 500 megawatt coal-fired plant draws about 
2.2 billion gallons of water every year from nearby 
water sources including rivers, lakes and oceans in 
order to create steam. This would be enough water 
for 250,000 people. This Eskom coal plant is a lot 
larger than the typical coal-fired plant, almost 10 
times larger. 
 
By borrowing another $3.75 billion, South Africa is 
putting itself in a fragile situation. Their currency 
has crashed 5 times since 1996; even more loans 
are likely to increase the likelihood of another crash. 
There is also going to be a price increase of 
electricity for South Africans. Eskom originally 
requested a 45% increase of price each year over 
the next three years. The government didn’t allow 
this, but they did allow a 25% increase in price for 
the next three years. Eskom has been and is 
catering significantly to the major energy intensive 
industrial users whom they have been giving dirt 
cheap energy prices to in order to keep the mining 
companies and others in the country. It offers the 
world’s cheapest electricity to export-orientated 
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metals and mining multi-national corporations. 
 
Last year Eskom lost US$1.3 billion, highlighting its 
problems with management. Also, Eskom would not 
be able to get such a large loan from the World 
Bank if they did not have such high projections of 
energy demand in the future. Some, including the 
World Resource Institute, say it’s debatable whether 
there is an 80,000 megawatt projection for 2028 is 
realistic. Projected electricity demand may be 
unrealistically high to justify the huge capital 
investment. 
 
So what do you think? If you take away the 
questions about mismanagement, exaggerated 
demand projection and strip this issue down to its 
bare bones – does moving a country out of energy 
poverty using an abundant and affordable energy 
source override the need for a healthy environment 
and a low-carbon future? Do you think that we have 
no right to tell a country that they shouldn’t use 
their natural resource because developed countries 
have already done that and have already ruined the 
environment? Or do you think that regardless of 
what happened in the past we need to be future 
and forward looking despite the present 
circumstances? Maybe Brown, Stern and the others 
meeting in London this week in the attempt to 
come up with a way to raise $100 billion a year to 
help developing countries move towards a low-
carbon economy should set their already high aims 
higher. 
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Cyber Action des Amis de la Terre - 
 
Alstom vs. Climat : la France doit faire le bon choix 
! 
 
Paris, le 31 mars 2010 – Les Amis de la Terre 
lancent aujourd’hui une cyberaction pour demander 
que la France vote contre un prêt de 3,75 milliards 
de dollars de la Banque mondiale, qui servira au 
développement de la centrale à charbon de Medupi 
en Afrique du Sud. Cette centrale aggravera les 
changements climatiques et la pauvreté des Sud-
africains. La France risque de soutenir le projet en 
raison de l’implication d’Alstom dans la construction 
de Medupi. Avec cette action, les Amis de la Terre 
interpellent Nicolas Sarkozy et Christine Lagarde 
pour qu’ils ne fassent pas passer l’intérêt privé 
d’Alstom avant les engagements de la France en 
matière de climat et de développement. 
 
Le 8 avril prochain, la Banque mondiale doit se 
prononcer sur un prêt pour la construction de la 
centrale à charbon de Medupi en Afrique du Sud. 
L’entreprise française Alstom a décroché un contrat 
pour la construction de cette centrale géante (4800 
MW). 
 
Celle-ci émettra 25 millions de tonnes de CO2 par 
an (5 % des émissions françaises totales), et 
entraînera des pollutions majeures au soufre et au 
mercure, n’étant même pas équipée d’un 
mécanisme de désulfurisation. En outre, elle exigera 
l’ouverture de 40 nouvelles mines de charbon pour 
son alimentation. 
 
Anne-Sophie Simpere, chargée de campagne 
Finance publique aux Amis de la Terre, explique : « 
Cette centrale est une catastrophe climatique et 
environnementale en elle-même, mais aussi parce 
qu’elle vise à alimenter des industries, 
principalement minières, elles-mêmes très 
polluantes. Pourtant, des alternatives existent, à 
travers l’amélioration de l’efficacité énergétique et le 
développement de l’énorme potentiel en 
renouvelables de l’Afrique du Sud. Nous demandons 
simplement que la France se montre cohérente 
avec ses engagements climatiques. Choisir le 
charbon, quatre mois après le sommet de 
Copenhague, est irresponsable de la part de nos 
dirigeants et les décrédibiliserait totalement. » 
 
En Afrique du Sud et dans le monde, la société 
civile s’oppose massivement au projet à cause de 
ses impacts écologiques, mais aussi parce qu’il va 
aggraver la pauvreté dans le pays. En effet, la dette 
créée par Eskom pèsera principalement sur les 

particuliers, les entreprises bénéficiant de tarifs 
artificiellement bas pour l ‘électricité, sur la base 
d’accords signés pendant l’apartheid. Sébastien 
Godinot, coordinateur des campagnes aux Amis de 
la Terre, précise : « Le gouvernement a déjà 
accordé une garantie au projet via la Coface, la 
semaine dernière. S’il continue à soutenir le projet 
au sein de la Banque mondiale, il va donner de la 
France une image lamentable : celle d’un pays prêt 
à soutenir un projet injuste et contraire à ses 
engagements en matière climatique pour défendre 
l’intérêt privé d’Alstom. » 
 
Anne-Sophie Simpere, des Amis de la Terre, conclut 
: « En Allemagne, en Angleterre, en Australie, des 
cyber actions ont également été lancées pour 
demander aux Etats de voter contre le projet au 
sein de la Banque mondiale. Il s’agit de soutenir les 
ONG Sud-africaines qui se mobilisent contre la 
centrale, et de montrer aux gouvernements que la 
société civile est toujours mobilisée pour le climat. » 
Lien vers la Cyber Action en France : 
http://www.cyberacteurs.org/actions/form.php?id=
82 Plus d’information sur le projet : 
http://www.amisdelaterre.org/Centrale-a-charbon-
de-Medupila, 4608.html 
 
Contact presse : Anne-Sophie Simpere, les Amis de 
la Terre 
01 48 51 32 22
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CIVIL SOCIETY VOICES RISE AGAINST WORLD 
BANK LOAN TO ESKOM  
 
Community, labour and environmental groups in 
South Africa, supported by civil society around the 
world, are rallying to oppose a loan by the World 
Bank to build the world’s fourth largest coal-fired 
power plant.  
 
Most of the proposed $3.75 billion loan would 
finance the massive 4800 MW Medupi plant, which 
will emit 25 million metric tons of carbon dioxide 
per year. The loan’s main beneficiaries will be 
multinational corporations BHP Billiton, Anglo 
American Corporation, and other energy intensive 
industries, which already receive the world’s 
cheapest electricity supply. BHP Billiton’s rate is just 
over US$0.01 per kWh, about a tenth as much as 
poor people pay.  
 
According to many of South Africa’s leading 
community and faith-based organizations, citizen 
and environmental groups, social movements, 
academic institutions and trade unions, the loan will 
not alleviate poverty nor increase access to 
electricity. On the contrary, it will actually 
exacerbate energy poverty; disconnections will 
increase dramatically as a 127% price increase from 
2010-2012 hits poor and working people in what is 
the world’s most unequal major country.  
 
At the same time it is pushing this giant coal loan, 
the World Bank - supported by many developed 
country governments - is aggressively promoting 
itself as the globe’s climate banker. At United 
Nations climate negotiations, developed countries 
have upheld the Bank as the institution that should 
be in control of funds from developed countries to 
pay for climate change mitigation and adaptation 
activities in developing countries.  
 
On the other hand, the G77– which represents 
more than 130 developing countries at the climate 
negotiations – has explicitly rejected putting the 
World Bank in charge of climate finance. Rather, 
the G77 and China have proposed a new financial 
mechanism that would be under the authority of the 
UNFCCC, which would allow for direct access to 
funding by recipient countries without having to go 

through international financial institutions like the 
World Bank.  
 
The Bank has embarked on a no-holds-barred push 
to capture control of short and long term climate 
financing for developing countries. At last 
December’s UN climate negotiations in Copenhagen, 
the Bank maintained a high profile. Among other 
initiatives, they launched their fifth fund under their 
Climate Investment Funds (CIFs). A recent World 
Bank board briefing on Copenhagen stated, ‘The 
WBG [World Bank Group] is particularly well 
positioned to serve as a channel for fast track 
financing for adaptation and mitigation… We have 
already heard from donors who are developing their 
strategies. We have sent the message that the CIFs 
are able to receive additional funding to support the 
Fast Track Financing.’ Bank staff are conducting an 
‘outreach campaign’ to ‘build awareness on our role, 
not just with out traditional partners ... but also 
with the Ministries of Environmental and Foreign 
Affairs.’  
 
The World Bank has also situated itself in a pivotal 
position for facilitating carbon trading and 
international offsetting through the Clean 
Development Mechanism (CDM), though the CDM 
itself has highly questionable climate benefits and 
very few development benefits. Thus, the Bank 
launched its twelfth carbon fund in Copenhagen, 
the Carbon Partnership Facility, designed to be a 
post-2012 offsetting mechanism. Civil society 
throughout the world contends that the proposed 
World Bank coal loan, which would go to the South 
African utility Eskom, exemplifies why the Bank 
should not be vested with responsibility for climate 
financing. The Bank’s energy portfolio remains a 
boon for the fossil fuel industry. It is one of the 
world’s top multilateral fossil fuel financiers.  
 
From 2006 to 2008, coal lending at the World Bank 
Group increased an incredible 648 percent. In 
FY2008, fossil fuel funding increased 102 percent. 1 
With its very troubling development, environmental, 
and human rights record, the World Bank is not in a 
position to lead on climate change. In terms of 
bringing about sustainable development, it is a 
deeply flawed institution. 2  
 
The proposed South African coal loan is one of the 
most extreme cases within the Bank’s climate-
destabilizing, unsustainable portfolio. More than 190 
groups worldwide have signed on to a South African 
statement strongly opposing the loan, calling it ‘a 
bad project, contributing to energy poverty and 
environmental destruction.’  
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Contrary to the requirements of its own Strategic 
Framework on Development and Climate Change, 
the Bank gave very little consideration to clean 
energy alternatives to coal or to rigorous Demand 
Side Management, which would entail redirecting 
subsidized, below-cost electricity for multinational 
mining and metal corporations negotiated under 
secret Special Pricing Agreements with Eskom. 
These Special Pricing Agreements were concluded 
in a non-transparent manner during the last days of 
apartheid. Less than 7 percent of the $3.75 billion 
loan would go towards renewable energy.  
 
Groups opposing the loan say that it will 
exacerbate, rather than alleviate, energy poverty. 
The poor actually pay far more for their electricity 
than the export-oriented metals and mining 
industries. Moreover, South Africa’s National Energy 
Regulator just approved a tariff increase of 25% 
every year for three years to help raise funds for 
Eskom’s expansion program, which will double 
household bills. At the same time, the largest 
industrial users are exempt from paying their share 
of the costs to build the coal plant because of the 
Special Pricing Agreements.  
 
Furthermore, the groups contend that the Bank did 
not properly assess the potential health impacts and 
associated costs of the coal plant. The loan will 
open up 40 new coal mines to feed the plant and 
related projects, polluting the country’s already 
compromised water table and air, and posing a 
grave threat to communities. The World Bank board 
vote on the South Africa loan is currently scheduled 
for April 8.  
 
1 Bank Information Center, World Bank Energy 
Sector Lending: Encouraging the World’s Addiction 
to Fossil Fuels (February 2009), available at 
http://www.bicusa.org/en/Article.11033.aspx.  
 
2 Multiple studies demonstrate this. For example, 1) 
Independent Evaluation Group. Improving 
Effectiveness and Outcomes for the Poor in Health, 
Nutrition and Population: An Evaluation of World 
Bank Group Support since 1997. World Bank. 2009; 
2) Independent Evaluation Group. World Bank 
Assistance to Agriculture in Sub-Saharan Africa. 
World Bank. 2007  
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5410229  
 
The Mercury  
 
Taking on World Bank over Eskom  
 
March 30, 2010 Edition 1  
 
PATRICK BOND and DESMOND D’SA  
 
LET’S review this incredibly revealing controversy 
about climate, electricity and South African fealty to 
global finance.  
 
The World Bank proposes a $3.75 billion (R27.5bn) 
loan to Eskom. If approved by the bank’s board 
next week, most of the money ($3.1bn) will fund 
construction of the world’s fourth largest coal-fired 
power plant, Medupi, which in turn requires a 127 
percent real price increase for ordinary residential 
consumers, while the world’s biggest metals and 
mining houses still get the world’s cheapest 
electricity.  
 
Eskom is, as a result, suffering intense criticism, 
and South Africa will probably soon witness a 
national strike threatened by the trade unions 
against price increases required to pay the loan and 
other escalations.  
 
More than 200 civil society groups across the world 
have endorsed the critique originating from local 
activists, who launched the campaign on February 
16 with a spirited protest at Eskom’s main Durban 
branch office in Westville.  
 
South Durban has been an epicentre of protest 
against fossil fuels, given that our neighbours 
include the largest, least responsible petro-chemical 
firms south of the Niger Delta. Longer-term oil and 
coal damage to residents’ health and welfare 
catalysed community-based climate hearings 
sponsored by Oxfam UK last August.  
 
With electricity prices soaring, many more residents 
in south Durban are being disconnected. They often 
reconnect illegally, and as Eskom and our 
municipality clamp down, the result is more social 
strife, in a country with what is probably the world’s 
highest rate of community protest.  
 
To illustrate the dangers three months before the 
World Cup begins, last weekend a police Casspir 
was caught in a cleverly disguised spiked trap 
designed by Mpumalanga protesters from the 

township of Ogies.  
 
They set it ablaze, fortunately with no deaths.  
 
Anger  
 
In Limpopo and Mpumalanga, anger at Eskom will 
also rise because of eco-social threats in the vicinity 
of Medupi and the dozens of new coal mines that 
will feed it. Local ecologies will be adversely 
affected, especially the notoriously degraded water 
table, as well as the air, land, vegetables and 
animals because of mercury emissions from coal.  
 
The World Bank failed on due diligence, relying on 
national air quality regulations which remain weak 
because of the minerals industry’s power.  
 
Indeed the point of this loan is not to provide more 
power to poor people, who will now not be able to 
afford electricity (and in any case they consume 
less than 5 percent of the national supply). Instead, 
Medupi is being built so as to maintain electricity 
supplies costing less than R0.14/kWh to Anglo 
American Corporation, BHP Billiton, Arceleor Mittal 
and other multinationals.  
 
These companies’ smelters use the most power, 
thanks to apartheid-era ‘special pricing agreements’ 
that Eskom still keeps secret, yet there are very few 
jobs and economic linkages because locally sold 
steel and aluminum cost far more than the same 
products which the smelters send abroad. Also sent 
abroad are vast profits from these operations, 
contributing to the country’s severe payments 
deficits.  
 
As if these reasons are not enough, Eskom’s 
privatisation of 30 percent of generating capacity is 
explicitly advanced in the loan, leading to opposition 
from trade unions and consumers.  
 
Moreover, the borrower is not creditworthy. Eskom 
lost R9.7bn in its last financial year due to hedge-
investment gambles on the special pricing 
agreements and, amidst the chaos, the company’s 
chairman and CEO were ditched. However, instead 
of reviewing planning by former CEO Jacob Maroga 
(whom Eskom itself is now attacking in court as so 
incompetent as to justify dismissal), the new Eskom 
leadership is proceeding with business as usual.  
 
Corruption is rife, too, as one might expect when 
the cost of the new power plants escalated by a 
factor of three. Contrary to supposed anti-
corruption policies, the Bank loan will directly fund 
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ANC party coffers, because the power plant will be 
built with Hitachi boilers that in turn kick back an 
estimated R5bn thanks to a convenient - and utterly 
dubious (everyone admits) - ANC investment in 
Hitachi.  
 
Leaders of the corruption-riddled ruling party are 
themselves ashamed about the obvious conflict of 
interest, but ANC treasurer Matthews Phosa broke a 
promise made two years ago to sell its shares in 
Hitachi. Last week revelations that then Eskom 
chairman Valli Moosa acted ‘improperly’ given his 
conflict of interest as an ANC finance committee 
member, should kill the loan, were the World Bank 
concerned about reversing its long history of 
promoting corrupt regimes.  
 
Finally, to understand why opposition to a loan is so 
strong requires a sense of racial justice. The World 
Bank’s history of financing apartheid (just three 
years after the 1948 election of the Nationalist 
Party) included $100 million for Eskom from 1951-
67.  
 
Ignored  
 
During that period, the World Bank’s money 
financed electricity to exactly zero black 
households, yet like many others which profited 
from apartheid-era investments and are now facing 
Alien Tort Claims Act lawsuits in the New York 
courts, the bank has ignored calls for reparations.  
 
If the Bank makes the loan on April 8, South African 
activists will call for the revival of the World Bank 
bonds boycott, to take away the institution’s 
institutional investors, and will lobby for rejection of 
the Bank’s requested $180’bn recapitalisation.  
 
The bonds boycott was launched by a group 
including the late South African poet Dennis Brutus 
and Soweto electricity crisis committee chairman 
Trevor Ngwane just prior to the protest of 30 000 
against the Bank’s Spring meetings in April, 2000. 
Within weeks, the cities of San Francisco, Berkeley, 
Oakland, Cambridge and Boulder, as well as socially 
responsible investors like the Calvert Group and the 
world’s largest pension fund (TIAA-CREF), had 
made a commitment not to buy bank bonds.  
 
South Africans and their allies are approaching 
these same institutions in coming weeks to relaunch 
the bonds boycott, and to oppose recapitalisation.  
 
With scores of organisations across Africa already 
on board this campaign, the next step beyond the 

World Bank protest will be to demand that South 
Africa confront its own climate debt to the 
continent.  
 
The Climate Justice movement’s demand is simple: 
in addition to paying back Africa for the damage 
being done by climate change by an economy that 
takes far more than its fair share of greenhouse gas 
emissions space, South Africa must not be allowed 
to fall deeper into both financial debt to the West 
($75bn) and climate debt to Africa.  
 
# The authors are South Durban residents: Bond is 
University of KwaZulu-Natal Centre for Civil Society 
director and D’Sa leader of the Community 
Environmental Alliance.  
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Business Report  
 
Analysts sneer at coal-fired concerns Comments  
 
Eskom will use very clean technology, say 
economists  
 
March 30, 2010  
 
By Mzwandile Jacks  
 
Concerns about the polluting effects of the coal-
fired power plants being planned by Eskom were 
baseless and unfounded, prominent local 
economists said yesterday.  
 
The economists said this was because the latest 
technology - to be used in the construction of these 
plants - allowed for a significant reduction in carbon 
dioxide emissions.  
 
Environmental and civil rights groups have objected 
to any World Bank loan to Eskom that would fund 
coal-fired power stations to help it expand 
generation capacity. The utility is seeking to avoid a 
repeat of power shortages that plagued South 
Africa in 2008.  
 
Eskom is seeking cash to fund R460 billion in 
expansions. If awarded, $3.05bn (R22.5bn) of the 
$3.75bn World Bank loan for which it has applied 
would be used on building the Medupi coal-fired 
plant in Limpopo.  
 
The rest of the money will finance renewable 
energy and energy efficiency projects.  
 
Tony Twine, a senior economist at Econometrix, 
said current power station technology was not as 
nearly as ‘nasty and dirty’ as in the past.  
 
‘The technology aimed at reducing carbon 
emissions would be built into these power plants,’ 
said Twine.  
 
He said Eskom, which needs to have this coal-fired 
power station by 2012, did not have any other 
alternative.  
 
There was nothing else in South Africa that could 
provide primary power inputs, he said.  
 
‘Nuclear power stations are out of the question 
because of the cost. They cost three times more 
than the coal-fired powered stations.’  
 

He regarded the objections to a World Bank loan to 
Eskom as ‘far-fetched’.  
 
Kevin Lings, an economist at Stanlib, said South 
Africa had the best power station technology and 
the type was the most modern in the world.  
 
‘The role of the World Bank, among other things, is 
to inspect the crucial infrastructure and they have 
seen that the type of technology that Eskom is 
planning to use in these plants fits what they really 
want,’ Lings said.  
 
South Africa did not have the wind supply, but had 
a natural supply of coal, he said. This made the use 
of coal-fired power stations more necessary.  
 
Yesterday, Bloomberg reported that the bank was 
urging the US to back the loan request from Eskom.  
 
Jamal Saghir, the World Bank’s director of energy, 
transport and water, in an interview in Cancun, 
said: ‘We cannot afford to see Eskom or the South 
African power sector in crisis; this will have a major 
backlash for the economy of the country and the 
economy of the region.’  
 
South Africa needed to expand energy capacity to 
fuel its economic growth and supply neighbouring 
African nations that buy its electricity.  
 
‘We had a technical discussion last week’ where the 
bank ‘explained to the US, explained to our 
shareholders’ that the project is critical for Africa 
after the global economic crisis caused private 
financing to decline, Saghir said.  
 
The World Bank will make a decision on whether to 
award the loan on April 9, according to Saghir.  
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Business Report editorial  
 
Business Watch: Pressure mounts over Eskom’s 
World Bank loan Comments  
March 30, 2010  
 
With two weeks to go before the World Bank’s 
executive directors decide whether to give South 
Africa $3.75 billion (R27.7bn) in loans for cash-
strapped Eskom, last-minute pleas and attempts at 
persuasion are doing the rounds.  
 
The government has told us repeatedly in recent 
weeks that without the World Bank loan, an energy 
crisis would engulf southern Africa, setting back 
development goals and retarding growth.  
 
Officials from within the World Bank itself were this 
week urging the US to back the loan request, the 
bulk of which is earmarked to fund the Medupi coal-
fired power plant.  
 
It has resulted in opposition to the Eskom loan from 
the US, the most unlikely of low-carbon champions. 
A three-month-old US Treasury directory to its 
directors at multilateral development banks rejects 
the funding of coal power in developing countries. 
Public Enterprises Minister Barbara Hogan said 
recently the US had indicated it would abstain from 
voting when the Eskom loan came up for debate.  
 
The second wave of opposition to the loan has 
come from local and international non-
governmental organisations, including 
environmental groups and trade unions. They are 
trying to mobilise countries to block the loan.  
 
And this week, the DA waded into the dispute with 
an entirely different complaint. It wrote a letter to 
the World Bank in which it asked about bank 
protocol in granting a loan to an entity that has 
financial links to a political party.  
 
That party is the ANC which, via its investment arm 
Chancellor House, has a stake in a company 
supplying boilers for the Medupi plant. The issue 
was highlighted again this week after a public 
protector report found a conflict of interest in the 
role of former Eskom chairman Valli Moosa in the 
award of the boiler tender.  
 
The DA has asked the bank whether it is able to 
attach conditionalities to the loan, such as 
requesting the ANC to divest from the supplying 
consortium.  
 

With so much political opposition to the World Bank 
loan, the government may well wish it had taken 
the advice of green campaigners telling Eskom to 
get private finance instead.  
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World Bank Urges U.S. Backing on $3.75 Billion 
Eskom Plant Loan  
 
March 29, 2010, 1:37 AM EDT  
 
Businessweek  
 
By Peter Millard  
 
March 29 (Bloomberg) -- The World Bank is urging 
the U.S. to back a $3.75 billion loan request from 
Eskom Holdings Ltd. for a coal-fired power plant 
that the South African state-owned utility is seeking 
to help guarantee energy supplies.  
 
‘We cannot afford to see Eskom or the South 
African power sector in crisis, this will have a major 
backlash for the economy of the country and the 
economy of the region,’ Jamal Saghir, the World 
Bank’s director of energy, transport and water, said 
yesterday in an interview in Cancun.  
 
South Africa needs to expand energy capacity to 
fuel its economic growth and supply neighboring 
African nations that buy its electricity. Eskom is 
seeking cash to fund a 460 billion rand expansion 
plan aimed at preventing a repeat of shortages that 
temporarily shut mines and aluminum plants in 
2008.  
 
‘We had a technical discussion last week’ where the 
bank ‘explained to the U.S., explained to our 
shareholders’ that the project is critical for Africa 
after the global economic crisis caused private 
financing to decline, Saghir said.  
 
If awarded, $3.05 billion of the loan will be used to 
help fund the Medupi coal-fired power plant that 
Eskom plans to build in the country’s Limpopo 
province. The rest of the loan will finance 
renewable energy and energy efficiency projects. 
The U.S. will abstain on the vote because it feels 
‘on the defensive’ on climate matters, South African 
Public Enterprises Minister Barbara Hogan told 
reporters in Pretoria on March 12.  
 
Environmental and civil rights groups have opposed 
the World Bank loan amid concerns of the polluting 
effects of coal- fired power plants. The World Bank 
will make a decision on the loan on April 9, Saghir 
said.  
 
--Editors: Dale Crofts, John Viljoen.  
 
To contact the reporters on this story: Peter Millard 
in Mexico City at pmillard1@bloomberg.net 
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Business Day (Johannesburg)  
South Africa: Mega Loan ‘Only Way Forward’  
 
Siseko Njobeni  
 
29 March 2010  
 
Johannesburg — SERIOUS lobbying either for or 
against Eskom’s 3,75bn loan application to the 
World Bank is playing out in the open while SA 
awaits the bank’s decision on the matter shortly.  
 
A World Bank loan for a 4800MW coal-fired power 
station - while the rest of the world is looking for 
solutions to reduce the global emissions footprint - 
was obviously not going to pass through the bank’s 
approval processes without notice.  
 
Local environmental and non-governmental 
organisations disapprove of the loan. The US, the 
World Bank’s biggest shareholder, has already 
caved in to pressure from environmental groups in 
that country and has indicated its intention to 
abstain from voting when the loan comes before 
the bank’s board soon.  
 
More than 3bn of the proposed loan will go towards 
the costs of Eskom’s 4800MW Medupi coal-fired 
power station. Meanwhile, 260m will be invested in 
100MW wind and concentrated solar plants. 485m 
will be used for low-carbon energy efficiency 
components.  
 
‘By financing 100MW of wind and 100MW of solar 
power, this project could jumpstart the market for 
renewable energy in southern Africa,’ the World 
Bank says. This indicates the bank’s willingness to 
grant the loan, but the bank’s board, which includes 
the US, still has to vote on the matter.  
 
Finance Minister Pravin Gordhan has taken the fight 
to those opposed to the loan. Writing in the 
Washington Post last week, Gordhan said SA cannot 
just wish coal away. Given its abundance and low 
cost, coal is still the best option. He says tapping 
the World Bank’s funding ‘is the only responsible 
way forward’.  
 
Those who argue in favour of the loan say SA is 
facing serious power shortages because of a lack of 
investment in new generation capacity. SA had 
serious blackouts in January 2008 and the 
consequences for the economy were disastrous.  
 
To keep its R385 bn capital expansion programme 
on track, Eskom must borrow money because 

electricity tariffs on their own cannot cover a 
funding shortfall. The government has also 
indicated that it has no intentions to give Eskom 
more money in addition to the R60bn loan and 
R176 bn guarantees it has already made available. 
As a result of the global economic downturn, it has 
become difficult to access funds in international 
markets. That is why a loan from development 
finance institutions such as the World Bank and the 
African Development Bank is an attractive option. 
These institutions offer ‘cheap’ capital with long 
repayment periods.  
 
The World Bank says that it has assessed the 
Medupi project and is satisfied that it meets its 
criteria. ‘The World Bank conducted a careful review 
of the alternatives for SA and the economic 
consequences of not pursuing this project. After full 
consideration it was determined that coal is still the 
least-cost and most viable option for meeting base 
load power needs required by (SA),’ the bank says.  
 
It says wind and solar cannot replace base load 
generation. Both technologies come at a higher cost 
compared to coal, it says. For instance, a kilowatt of 
concentrated solar generation capacity costs three 
times as much as coal . In a comment that will rub 
renewable energy advocates the wrong way, the 
World Bank says ‘the African consumer’ should not 
pay additional research and development costs to 
bring the price of these renewable energy 
technologies down.  
 
The bank has also countered the argument that, 
instead of building new coal capacity, SA should 
intensify so-called demand side management.  
 
‘Demand side management only has an impact on 
peaking capacity, not base load. The supply deficit 
is too large for only (demand side management) or 
other conservation measures to make a dent.  
 
‘Given the fact that SA has not built a major power 
plant in almost 20 years and the fact that better 
demand management will only help SA avoid 
additional peaking capacity, a new base load plant 
is still needed to support SA’s over-burdened power 
system,’ the Bank says.  
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ENERGY: Bank-Funded Coal Plant Tests Green 
Agenda  
 
Source: Inter Press Service  
 
By Matthew Berger  
 
WASHINGTON, Mar 29 (IPS) - Decision-makers 
around the world are in a period of transition when 
it comes to the future of supplying energy. Even if 
everyone agrees that a low carbon future is the 
inevitable solution, there is nothing close to 
consensus regarding which path to take. 
Increasingly, industrial and developing countries 
find themselves favoring different paths – not only 
for their own countries but for each other.  
 
These differences were on full display at the 
Copenhagen climate talks in December. Now, the 
battleground has moved to World Bank energy 
projects and investments.  
 
On Apr. 8, the World Bank’s board is expected to 
approve a 3.75-billion-dollar loan for a coal-fired 
power plant in South Africa.  
 
Earlier this month, it was reported that the United 
States was opposed to the loan due to the high 
greenhouse gas emissions of coal-fired plants and 
that its representatives on the bank’s board would 
abstain from voting on the proposal. U.S. officials 
have since denied that a decision has been made.  
 
An abstention would allow the loan to go forward, 
while also allowing the U.S. to go on record in 
opposition to it.  
 
There are plenty of indications of how the U.S. 
feels, however.  
 
It abstained from voting on a 2.81-billion-dollar loan 
from the African Development Bank for the same 
power plant last November.  
 
And a month later, as blocs of countries were 
clashing in Denmark over climate adaptation finance 
and technology transfer, the U.S. Treasury 
Department issued a guidance memo directing U.S. 
representatives on the boards of multilateral 
development banks - such as the World Bank and 
AfDB - to encourage building demand in developing 
countries for no- or low-carbon energy sources.  
 
Opposing coal-fired power is a somewhat strange 
position for the U.S. to take. The U.S. has 600 coal-
fired plants, which provide more than half of its 

energy supply. There are around 60 new coal-fired 
plants in various stages of planning or permitting - 
even after a record 26 planned plants were 
cancelled last year.  
 
The U.S. has notoriously failed to agree on limits to 
its own domestic greenhouse gas emissions, though 
it did agree to modest cuts in Copenhagen which 
now need to be approved by the Senate.  
 
And lumped in with clean energy proposals and 
such controversial ideas as building more nuclear 
plants, the Barack Obama administration has 
proposed increased investment in so-called ‘clean 
coal’ technologies. These are the same technologies 
that the South African utility giant Eskom says it will 
employ on the proposed World Bank-funded plant, 
Medupi.  
 
While the U.S. is favoring one path at home - a 
slow, industry-friendly one that will ease its 
economy into a low-carbon future - it seems to be 
hoping to persuade other countries to favor 
another, say some developing countries.  
 
Representatives from Africa, China and India 
responded to the U.S. Treasury’s December 
guidance with a letter to World Bank president 
Robert Zoellick.  
 
Their points were several-fold: the U.S. should not 
be allowed to flex its muscle unilaterally as the 
bank’s largest donor; the bank’s core mandate is 
poverty alleviation and economic growth and 
climate change should only be addressed when it 
impinges on those efforts; and coal is still crucial to 
increasing access to electricity and thus those 
poverty and development efforts.  
 
In agreement with this last point, World Bank Vice 
President for Africa, Obiageli Ezekwesili, has called 
Medupi a ‘transitional investment’.  
 
‘There is no viable alternative to safeguard Africa’s 
energy security at this particular time,’ she told 
Reuters earlier this month.  
 
Certainly, not every country should be expected to 
take the same path toward a clean energy 
transition. But does investing in plants fired by coal 
- which releases more carbon dioxide emissions per 
unit of energy produced than any other fossil fuel - 
really best serve people in South Africa and other 
countries receiving bank funding?  
 
Pravin Gordhan, South Africa’s finance minister, 
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says it does. Citing his country’s widespread poverty 
and 24 percent unemployment, he argued in a 
Washington Post op-ed last week that ‘to sustain 
the growth rates we need to create jobs, we have 
no choice but to build new generating capacity - 
relying on what, for now, remains our most 
abundant and affordable energy source: coal.’  
 
If new plants are being built, though, and especially 
if they are being built with money from the World 
Bank, those plants should be made as low-carbon 
and sustainable as possible, argue critics of the 
project.  
 
‘The World Bank should be assisting projects that 
help countries transition to long-term sustainable 
development, not coal plants that will make the 
future tougher for the recipient and all the rest of 
us,’ wrote the Environmental Defence Fund’s 
climate and air programme director Peter Goldmark 
in response to Gordhan’s op-ed.  
 
For its part, the World Bank website notes that, 
‘Addressing this challenge [of climate change] is 
part of WBG’s [World Bank Group’s] core mandate 
of helping countries deal with poverty and move 
towards economic prosperity.’  
 
It is funding numerous efforts to address the effects 
of climate change and provide support for low 
carbon projects, largely through the Climate 
Investment Funds which the bank approved in 
2008.  
 
CIF meetings concluded Mar. 19 in Manila with 
plans to mobilise 40 billion dollars for projects 
ranging from solar power development to public 
transportation.  
 
With projects like funding the Medupi plant primed 
for approval, though, the extent to which the bank 
has addressed the climate change challenge 
remains patchy.  
 
Find out more about the forces behind climate 
change - but also about the growing citizen 
awareness and new climate policies towards 
sustainable development  
http://ipsnews.net/climate_change/  
 
***  
 
 
 South Africa – Further fears over World Bank loan  
 
29 March 2010  

 
The DA has written to World Bank to determine if 
its US$3.75bn loan application will be jeopardised 
by a finding that former Eskom chairman Valli 
Moosa had a conflict of interest when awarding the 
Hitachi consortium the R38.5bn contract Medupi 
project. The ruling ANC party, of which Moosa was 
a member of the national executive and finance 
committee, will gain up to R5.8bn from the contract 
due to its 25% stake in consortium member 
Chancellor House.  
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http://www.news24.com/Content/MyNews24/YourS
tory/1162/97c88686218b475c970c38000e912f7a/29
-03-2010-11-
31/Invest_in_our_Future,_Pravin_urges  
 
‘Invest in our Future’, Pravin urges  
by George Annandale  
 
2010-03-29 11:31  
 
As Pravin Gordhan grovels before officials of the 
World Bank to secure a loan to fund the planned 
and ill-conceived Eskom expansion the domestic 
consumer becomes the culprit who has to bear the 
punishment and the guilt for the ineptness and 
incompetence of Eskom management and staff.  
 
Only two weeks ago Joemat Pietersen made it clear 
that the rejection of Eskom’s application for a loan 
from the World Bank will result in an even heavier 
burden on the consumer and more specifically the 
over-stressed, paying, domestic consumer, who 
she, and her colleagues belief to be a bottomless pit 
of funds.  
 
The paying consumer will have to foot the bill for 
the poor management and the ‘transformation’ 
Eskom is so proud of. Transformation which has 
‘engineers’ and ‘technicians’ sitting around like 
flowerpots, doing nothing; just being there and 
getting paid - balancing the equity books so to 
speak.  
 
As if the exorbitant tariffs are not enough, the 
paying consumer will have to suffer blackouts 
because the incompetent managers, unqualified 
and inexperienced technicians once again got the 
maintenance at Koeberg wrong. As so often since 
Alec Irwin’s ‘Rogue Terrorist Bolt’ we are burdened 
with an unscheduled shutdown. The reason this 
time; they missed some leaking pipes last time and, 
to avoid embarrassment during the World Cup, we 
must fix it now. A matter of being humble to be 
proud perhaps? The only reason they did not detect 
the corroding pipes the last time is because the 
maintenance staff, because of inexperience and lack 
of skill will not recognise a corroded pipe if it 
jumped up and bit them in the arse.  
 
If that is not enough we have to hear that the 
untouchable Eskom are wasting the consumer’s 
money like water. Millions are spent on 
sponsorships and campaigns to improve the image 
of the organization. These imbeciles have not 
learned that the best way to improve your image is 
to deliver the service you are paid for, efficiently. 

Tall stories may buy you temporary relief at best. 
Spend the money on improving the competence of 
your management and staff. Your tall stories will 
only fool the thief and defaulter who get their 
power; compliments of the domestic consumer.  
 
Joemat Pietersen and her colleague Barbara 
Hogan’s fears that the World Bank loan may not be 
approved, is justified. The World Bank is not stupid. 
You do not have to be a rocket scientist to realise 
that Eskom is being mismanaged. Any fool can see 
that the high cost of the proposed expansions, 
relative to global standards, are a direct result of 
the collusion between the ANC, Charter House and 
Hitachi and directed, not at cheap power, but at 
funding the power mongering of the ruling party. 
Unfortunately or fortunately, depending on your 
perspective, the World Bank has financed many 
African ventures, designed to divert money into the 
pockets of those in power. They recognise this plan 
for what it is and are wary of risking their money on 
ventures doomed to fail.  
 
Pravin Gordhan will have to explain to the World 
Bank why:  
 
- Their President contrary to official policy signed a 
tainted Copenhagen agreement. A great 
achievement according to Lindiwe Sisulu, after all 
why should we want clean air if it prevents the 
proliferation of coal fired power stations and halts 
the huge orders for Hitachi machines in the process 
destroying the financial returns accruable to the 
ANC’s Charter House - take note Pravin.  
 
- The cost of building a coal fired power station in 
South Africa costs two to three times as much as a 
similar installation elsewhere.  
 
- The current set-up and regulations actively 
discourage private companies and bulk consumers 
of energy like BHP and Xstrata from generating 
their own power. The price offered to these 
potential private suppliers are prohibitive and 
designed to keep them out unless they agree to the 
required kick-backs required by the cadres in 
power.  
 
- ESKOM officials spend millions advertising warm 
and fuzzy messages, depicting them as heroes and 
saviour of the oppressed black masses who are 
allowed to steal electricity at will.  
 
- In 2008 in the run-up to the election, in a rare fit 
of morality, Mathews Phosa commits to the disposal 
of the ANC’s holding in Hitachi. ANC leaders, never 
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slow to recognise an opportunity, realised ESKOM 
can potentially be a bigger contributor to ANC 
coffers than originally thought resulting in a very 
rapid evaporation of Phosa’s morality and with 
typical moral flexibility they announced that it is 
only during pre-election times  
 
Grovel Pravin; grovel. You will be well rewarded by 
your masters.  
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Sunday Independent 
 
Moosa acted improperly - report 
 
Opposition parties out for justice as former Eskom 
chief defends his role in R38.5bn Hitachi tender for 
Medupi boilers 
 
March 28, 2010 Edition 1 
 
Christelle Terreblanche 
 
ANC leader and former Eskom chairman Valli Moosa 
says there was a need for debate on whether 
political parties should be involved in business and, 
if so, whether they should do business with the 
state. 
 
Moosa, now a businessman, was reacting to a call 
by the DA that individuals, including himself, who 
were involved in awarding an Eskom power 
generation contract to a company with links to the 
ANC, be prosecuted. 
 
‘I think the debate about whether political parties 
should have investments that involves the state or 
government controlled institutions is a very 
legitimate debate that must be had,’ Moosa told 
The Sunday Independent. 
 
It followed this week’s tabling in Parliament of a 
2008 report by Public Protector Lawrence 
Mushwana which, among others, found that Moosa 
had acted improperly. 
 
At the time when Eskom decided to award a tender 
to Hitachi, in which the ANC’s investment arm 
Chancellor House holds a 25 percent stake, Moosa 
was head of Eskom’s board and a member of the 
ANC’s National Executive Committee. 
 
On Friday, ANC ally Cosatu also ‘condemned’ 
Moosa’s alleged conflict of interests, and said it 
boosted its calls for a review of Eskom’s proposed 
25-percent-a-year tariff hikes to help pay for 
Medupi. 
 
Mushwana recommended that the Minister of Public 
Enterprises - to whom Eskom and most other 
parastatals report to - develops legislation ‘to 
regulate the conducting of business between 
government entities and political parties’. 
 
Moosa agreed that party business with the state 
‘should be regulated properly’. 
 

But he again stressed that due diligence was 
followed in the awarding of the contract to Hitachi 
Power Africa, in which Chancellor House is a BEE 
partner. 
 
It comes amid rising controversy over politicians’ 
links with state tenders as well as Eskom’s steep 
tariff hikes and a R30 billion loan application to the 
World Bank to complete the Medupi plant. Hitachi is 
a subcontractor providing R38.5bn in boilers. 
 
DA Energy spokesman Seth Motau has called 
Mushwana’s finding ‘a clear and unambiguous sign 
that the deal was wrong, not in the interest of 
South Africa, and obviously intended to benefit the 
ANC first and foremost’. 
 
‘Essentially, Eskom’s capital expansion programme 
was a covert way to channel funds directly into the 
ANC. It could be argued that it is a money-
laundering scheme on a national level - 
unprecedented in scale and audacity,’ he stated. 
 
‘The ANC must now admit wrongdoing, prosecute 
the offenders and disinvest from business entities 
that pose a conflict of interest.’ 
 
Moosa said because of the massive size of the 
tender, an unusual decision was made to postpone 
the awarding for three months while De Loitte & 
Touche conduct a forensic audit. 
 
Mushwana said Moosa had ‘failed to manage (the) 
conflict of interest policy of Eskom and therefore 
acted improperly’ although there was no undue 
influence of the awarding by the ANC or Moosa. 
 
He suggested Moosa should not have been in the 
meeting that made the final decision because it 
could have constituted a conflict of interest. 
 
‘I don’t think there is much more we could have 
done at the time,’ Moosa said in response. 
 
Mushwana’s report is not new, but its formal tabling 
in Parliament was requested by ID MP Lance 
Greyling who wants to pursue the recommendation 
for conflict of interest legislation through the public 
enterprises committee. 
 
ANC treasurer-general Mathews Phosa promised in 
early 2008 to ensure Chancellor House withdraws 
from Hitachi, but this never happened. Phosa now 
refers questions to Chancellor House, which he says 
is an independent legal entity. 
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Chancellor House managing director Mamatho 
Netsianda refused to comment. 
 
Motau has also written to the World Bank to ensure 
it won’t ‘provide funding to a political party through 
government apparatus’. 
 
Greyling had earlier requested the World Bank 
make the loan conditional on Chancellor House’s 
divestment from Hitachi. The company is set to 
make billions from the tender. 
 
The World Bank is due to consider the 
government’s loan application in the next two 
weeks. Government ministers have said there would 
be ‘dire consequences’ should it be refused. 
 
This week Finance Minister Pravin Gordhan made a 
global case for the loan to be granted, an apparent 
move to diffuse civil society mobilisation against it, 
partly because of the massive investment in carbon-
emissions the Eskom plant represents. 
 
On Friday, Gordhan’s office again denied claims that 
the issue of Chancellor House is part of a list of 
outstanding matters under discussion with the 
World Bank. 
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http://www.washingtonpost.com/wp-
dyn/content/article/2010/03/27/AR2010032702549.
html 
 
If South Africa wants a coal plant, let the private 
market fund it 
 
Sunday, March 28, 2010; A14 
 
As someone who has worked to further South 
African development, I was appalled by Finance 
Minister Pravin Gordhan’s op-ed arguing for World 
Bank assistance for the Medupi coal plant [‘How 
coal can empower South Africa,’ March 22]. 
 
Mr. Gordhan does not tell us where this coal plant 
fits into South Africa’s proclaimed goal of limiting 
carbon emissions; nor does he tell us when South 
Africa’s carbon emissions will peak and start 
declining. 
 
Mr. Gordhan says, essentially: We must have this 
coal plant, and we must have it now. Maybe. But if 
so, let the private market finance it. The World 
Bank should be assisting projects that help 
countries transition to long-term sustainable 
development, not coal plants that will make the 
future tougher for the recipient and all the rest of 
us. 
 
Peter Goldmark, New York 
 
The writer is director of the Environmental Defense 
Fund’s climate and air program.  
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http://www.radio4all.net/index.php/program/41002 
 
World Bank Loan will Fund More Coal Pollution and 
Greenhouse Gas 
Series:      Raising Sand  
Program Type:      Interview 
Featured Speakers/Commentators:      Sunita 
Dubey interviewed by Susan Galleymore 
Contributor:      Raising Sand Radio  [Contact 
Contributor] 
Broadcast Restrictions:      For non-profit use only. 
 
Notes: On April 8 the World Bank will vote on 
loaning South African energy parastatal Eskom 
$3.75 billion to build what will be the fourth largest 
coal burning power plant in the world. This 4,800 
MW Medupi power plant will add an estimated 25 
million metric tons of CO2 emissions per year to 
Eskom’s 40 percent share of South Africa’s overall 
total greenhouse gas emissions. 
 
We talk to environmental activist Sunita Dubey 
about this loan and the growing world-wide 
opposition to it. And we hear what Eskom and bank 
officials are not saying: that there is no such thing 
as clean coal. If fact, from China to South Africa – 
where coal seams continue to burn in the ground 
long after mines have shut down – to India, where 
a major coal company will present investors an IPO 
later this year, coal mining and burning devastates 
land, communities, and people the world over. 
 
For more information or to get involved, go to 
Bank center information : bicusa.org 
Friends of the Earth : foe.org/ 
Sierra Club : sierraclub.org/southafrica 
groundWork : groundwork.org.za 
Watch Sara Belcher’s video report, UnderMined 
http://www.youtube.com/watch?v=X97CY15vh7w 
 
NOTE: you have a choice of high bandwidth audio 
in stereo and mono, and lower bandwidth in mono. 
www.raisingsandradio.org 
susan@raisingsandradio.org 
 
Version 1:  Download Program Podcast 
Description: 
Length (hh:mm:ss): 02:51:27     Language: English 
    Date Recorded: 2010-03-27
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COSATU disturbed at Eskom conflict of interest 
 
Patrick Craven 
 
26 March 2010 
 
Patrick Craven welcomes Public Protector’s report 
criticising Valli Moosa 
 
The Congress of South African Trade Unions has 
noted with concern the former Public Protector’s 
report to Parliament which condemns African 
National Congress NEC member, Valli Moosa, for 
acting improperly and with a conflict of interest 
when Eskom, under his chairmanship, awarded a 
R38,5bn contract for the Medupi power station to 
the Hitachi consortium in which the ANC has an 
interest. 
 
COSATU welcomes the report and congratulates 
Comrade Lawrence Mushwana for exposing the fact 
that ANC stood to benefit by up to R5,8bn through 
the 25% stake that its investment arm, Chancellor 
House, has in engineering company Hitachi Power 
Africa. 
 
Comrade Mushwana found there was a conflict 
between Moosa’s personal interest in the ANC (as a 
member of its national executive and its finance 
committee at the time) and his duty towards Eskom 
when the Eskom board awarded the boiler contract 
to the Hitachi consortium. He says that he ‘failed to 
manage the conflict of interests in compliance with 
the conflict of interest policy of Eskom and 
therefore acted improperly.’ 
 
He had failed to declare the specific conflict of 
interest with regard to the tender, beyond a general 
declaration of interests made regularly by Eskom 
directors. Also, he failed to excuse himself from the 
board’s deliberations. Both these failings could have 
resulted ‘in the reasonable perception that Mr 
Moosa was biased in respect of the ... award. As 
the chairperson it was reasonably expected of a 
person of the calibre of Mr Moosa to have led by 
example.’ 
 
COSATU also agrees with the Public protector’s 
recommendation that Public Enterprises Minister 
Barbara Hogan should ‘consider developing 
legislation to regulate the conducting of business 
between government entities and political parties’. 
These is in line with COSATU’s insistence that 
political and public representatives should not at the 
same time have business interests, but must choose 
between the two roles. It creates an inevitable 

conflict of interest. 
 
The Public Protector’s report also strengthens the 
federation’s argument for a complete review of 
Eskom’s proposed 25% a-year tariff increases for 
three years. Apart from its devastating 
consequences for consumers, inflation and job 
losses, and the revelation that NERSA was not 
informed of Eskom’s secret tariff deals with big 
business customers, there is now a serious question 
mark against whether there were vested interests 
involved in supporting the increases. 
 
Statement issued by Patrick Craven, COSATU 
national spokesperson, March 26 2010 
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SABC 
 
DA writes to World Bank regarding Eskom loan      
March 26 2010 , 4:59:00 
 
The Democratic Alliance (DA) has written to the 
World Bank asking whether a finding that former 
Eskom chairperson Valli Moosa acted improperly in 
awarding a R38.5 billion Medupi power station 
contract to the Hitachi consortium, in which the 
ANC has an interest, would affect a loan application 
by the utility. 
 
‘The DA has today written to the World Bank, from 
whom Eskom is seeking a loan to finance Medupi, 
and other power plants, to ascertain how this will 
affect the loan,’ the DA energy spokesperson 
Sejamothopo Motau said in a statement. 
 
Yesterday, public protector Lawrence Mushwana 
found in a report, released in Parliament, that 
Moosa had acted improperly and failed to declare a 
conflict of interest with regard to the contract. 
 
According to reports, the African National Congress 
stands to benefit by up to R5.8bn through the 25% 
stake that the ruling party’s investment arm, 
Chancellor House, has in engineering company 
Hitachi Power Africa. 
 
Earlier this month, Public Enterprises Minister 
Barbara Hogan warned of dire consequences for the 
country’s economy if Eskom did not secure the 
$3.75bn loan. 
 
Motau said the public protector’s findings could 
‘severely impact’ on Eskom’s application for a loan 
from the World Bank. ‘Surely, the United Nations 
affiliate cannot provide funding to a political party 
through government apparatus,’ he said. 
 
‘The DA will remain in contact with the World Bank 
to establish its protocol in these matters and to 
advise on ways to force the ANC to disinvest from 
Hitachi without compromising the loan,’ he said. 
 
Moosa was a member of the ANC’s national 
executive and the party’s finance committee at the 
time the Medupi contract was awarded. -  Sapa 
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ANC-Hitachi link: DA writes to World Bank  
 
Sejamothopo Motau  
26 March 2010  
 
Sejamothopo Motau says the bank’s loan should not 
be allowed to subsidise ruling party  
 
The finding of the report released yesterday by the 
Public Protector that former Eskom Chairman, Valli 
Moosa, has acted improperly in awarding a R 38.5 
billion Medupi power station contract to the Hitachi 
business consortium - which is directly linked to the 
ANC’s investment arm Chancellor House - confirms 
a conflict of interest. The ANC must now admit 
wrongdoing, prosecute the offenders and disinvest 
from business entities which pose a conflict of 
interest.  
 
The DA has today written to the World Bank, from 
whom Eskom is seeking a loan to finance Medupi, 
and other power plants - to ascertain how this will 
affect the loan. (see letter below). A copy of the 
letter will also be forwarded to the President’s 
office.  
 
The Hitachi link to Eskom has a sordid history of 
ANC denials and empty promises to appease the 
public:  
 
On 21 February 2008, ANC Treasurer Mathews 
Phosa stated that the Hitachi deal will be exited 
from because ‘governance is an issue and there is 
public focus on this’. There was no confusion 
regarding this issue two years ago as it was a clear 
case of conflict of interest - yet nothing happened. 
See article - Business Report 
<http://www.mailfire.co.za/link/QlJVTj0xOTQxMSZ
MSUQ9ODIyOTAmU0lEPTkzNDY5NQ==.aspx>  
 
Then the ANC performed an about turn on its 
opinion:  
 
On 20 Janaury 2010, ANC Secretary General Gwede 
Manthashe maintained that ‘There is nothing wrong 
with investing in public companies and the 
Chancellor House has done nothing wrong,’ and 
further stated that ‘Hitachi won the contract 
because it is a global company (with the skills) ... 
not because it has a minority shareholder which is 
called the ANC,’ See article - Politicsweb 
<http://www.mailfire.co.za/link/QlJVTj0xOTQxMSZ
MSUQ9ODIyOTEmU0lEPTkzNDY5NQ==.aspx>  
 
Finally, Phosa himself then contradicted his original 
position:  

 
On 25 February 2010, Sake24 reported that Phosa 
stated questions on Chancellor House were ‘spiteful’ 
and ‘unfair’ and reportedly stated ‘To hell with the 
media!’  
 
See article - News24.com 
<http://www.mailfire.co.za/link/QlJVTj0xOTQxMSZ
MSUQ9ODIyOTImU0lEPTkzNDY5NQ==.aspx>  
 
The report by the Public Protector is a clear and 
unambiguous sign that the deal was wrong, not in 
the interest of South Africa, and obviously intended 
to benefit the ANC first and foremost. Essentially, 
Eskom’s capital expansion program was a covert 
way to channel funds directly into the ANC. It could 
be argued that it is a money laundering scheme on 
a national level - unprecedented in scale and 
audacity.  
 
Now that the Public Protector has made this 
decision, the DA wants to know what will be done 
about it. We will call on President Zuma to disinvest 
the ANC from Hitachi as a matter of urgency and to 
prosecute the individuals involved. More 
importantly, the real test for Jacob Zuma will be 
what he does with the report - does he act on it, or 
sweep it under the carpet.  
 
The situation as it stands can also severely impact 
on Eskom’s application for a loan from the World 
Bank. Surely, the United Nations affiliate cannot 
provide funding to a political party through 
government apparatus. The DA will remain in 
contact with the World Bank to establish its protocol 
in these matters and to advise on ways to force the 
ANC to disinvest from Hitachi without compromising 
the loan.  
 
The World Bank  
1818 H Street, NW  
Washington, DC 20433 USA  
 
26 March 2010  
 
Dear sir/madam,  
 
REQUEST FOR INFORMATION ON ESKOM LOAN  
 
The Democratic Alliance (DA), as South Africa’s 
official opposition party, hereby officially request 
information from the World Bank pertaining to a 
loan application by Eskom. This information will 
assist in our planned action of pursuing a variety of 
dubious aspects of Eskom’s relationship with the 
South African government.  
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It has been reported by the Public Protector before 
Parliament that the contract between Hitachi South 
Africa, a supplier of boilers to coal-fired power 
plants, and Eskom was improper and constitute a 
conflict of interest. Hitachi in June 2007 entered 
into a (R 38.5) contract with Eskom. The African 
National Congress (ANC) investment arm, 
Chancellor House, has a significant shareholding in 
Hitachi South Africa.  
 
The ruling party is, in terms of legislation, 
responsible for appointing the management of 
Eskom. The conclusion of a contract between those 
appointees and a company in which the party 
responsible for appointing them has strong financial 
interests creates a conflict of interest.  
 
The possibility that this conflict of interest led to 
inappropriate decisions in the awarding of tenders is 
contained in internal Eskom documents that have 
been made public. These documents show that the 
particular boilers were not optimal and that there 
were irregularities in awarding the tender to Hitachi.  
 
Reliable sources has informed the DA that Eskom 
has adopted a fleet strategy in its acquisitions, 
which means that all future coal fired power plants 
(which makes out the gross majority of electricity 
generation by Eskom) will use Hitachi parts.  
 
Eskom has a complete monopoly on electricity 
generation and distribution in South Africa. If it 
does not operate efficiently, and if it does not base 
its decisions on sound business grounds, then our 
electricity supply is endangered, with obvious 
serious consequences.  
 
The DA therefore requests the following 
information:  
 
1. What is the World Bank protocol in granting a 
loan to an entity that has financial links to a political 
party?  
 
2. Given this protocol, what is the effect on the 
likelihood of granting such a loan, and on the 
structure of the loan?  
 
3. Would the World Bank be able to attach 
conditionalities to the loan? Specifically, would the 
World Bank be able to request the ANC to divest 
itself of any financial involvement in Eskom before 
granting the loan?  
 
The DA would like to thank the World Bank in 

advance for receiving this mail and for providing the 
requested information.  
 
All the key documentations on this case is available 
on the internet. However, these documents can also 
be made available to the World Bank on request.  
 
Sincerely,  
 
Sejamothopo Motau, MP  
DA Shadow Minister of Energy  
 
/Statement issued by Sejamathopo Motau, MP, 
Democratic Alliance <http://www.da.org.za/> 
shadow minister of energy, March 26 2010/  
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Business Report 
 
Inside Labour: Cost-of-living crunch to spill onto 
streets 
 
26 March 2010 
 
Terry Bell 
 
With just 76 days to go before the kick-off of the 
World Cup, the annual wage negotiation season is 
getting under way. At the same time, a 20 percent 
hike in public transport fares is looming, along with 
the near 30 percent increase in bulk electricity 
charges from Eskom that will affect consumers 
across the board. 
 
In addition, taxi operators are up in arms over the 
failed recapitalisation scheme; the increased fuel 
tax announced in the recent budget is still to filter 
through to the wider economy; and there is a 
continuing net loss of jobs, a substantial number of 
them from the workforces that built the recently 
completed football stadiums. 
 
All this spells some very tough talking and almost 
certain industrial action over coming weeks and 
months as employers try to hold wage rises below 
double digits. 
 
So while there is considerable interest in, and 
support for, the great Fifa circus, bread remains the 
priority for most workers. And while consumer 
inflation may officially dip below 6 percent, the real 
rise in the cost of living for the low paid, especially 
given transport costs, is usually much higher. 
 
As far as the unions are concerned, it is not workers 
who are to blame for a crisis that has followed a 
lengthy period of the rich getting increasingly richer 
while national wealth continues to flow abroad.  
This has given added impetus to demands to 
resurrect the call for a basic living wage. 
 
This basic wage call will be a central feature of a 
three-day ‘national bargaining conference’ starting 
on Monday in Johannesburg where the National 
Union of Metalworkers of SA (Numsa) has adopted 
the theme: ‘Unite for decent work: decent work = 
living wage.’ 
 
In line with the living-wage argument, Numsa, 
together with the SACP, also this week adopted the 
more radical stance of pledging to ‘drive a 
revolutionary agenda to restore the bulk of the 
wealth of our country to the people as a whole’. 

 
But just what constitutes a living wage is open to 
debate. ‘A very crude measure for a modest, low-
level standard of living for a household of five 
would be R3 700 a month,’ says Trenton Elsley, the 
deputy director of the Labour Research Service in 
Cape Town. However, he stresses that there are no 
contemporary benchmarks and notes that a large 
number of workers, even those in full-time 
employment, still earn much less than this. 
 
The officially stipulated minimum wage for 
farmworkers over the past year, for example, was 
R1 231 a month and it is scheduled to rise, from 
this month, by inflation plus 1 percent, or about 8 
percent. ‘That would mean still less than R1 500 a 
month which, in anybody’s language, is certainly 
not (a) living wage,’ says Elsley. 
 
Given such facts in these troubled times, it is best 
to ignore all the optimistic and jargon-ridden talk 
about the economy having turned; about it having 
reached the bottom of a ‘V’ or the second trough of 
a ‘W’ dip. On this score, there seems to be fairly 
widespread consensus among the major players. 
 
On Tuesday in Cape Town, for example, 
representatives of labour, government and business 
seemed to agree that if there is any light at the end 
of this recessional tunnel, it is a long way off. They 
also agreed broadly that the light may also not be 
reachable at all, unless some way is found out of 
the economic policy tunnel in which we are trapped. 
 
In other words, we are in for a long haul and the 
way things are done in the economy will have to 
change if there is to be any hope of future stability 
and prosperity.  
 
The point was made by Economic Development 
Minister Ebrahim Patel, Business Leadership SA 
chairman Bobby Godsell and Cosatu general 
secretary Zwelinzima Vavi at the Next Economy 
National Dialogue launched by Patel in association 
with the Cape Times and the SA New Economics 
Network (Sane). 
 
It was also made, even more forcefully, last 
Saturday at gatherings in Johannesburg and Cape 
Town. These were regional meetings of the 
Conference of the Democratic Left (CDL), a loose 
alliance of small left-wing groups, community and 
campaigning organisations and some trade union 
representatives. Similar groups are scheduled to 
meet in KwaZulu-Natal and the Eastern Cape with 
the object of drawing up campaigning strategies to 
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be taken to a national conference, some time next 
month. 
 
A prime focus for these groups, which are largely 
on the margins, as well as for the labour movement 
as a whole, is the electricity price hike. The three 
labour federations represented at Nedlac, the 
negotiating forum for government, business and 
labour, have already announced that a general 
strike is on the cards and this move has received 
broad support from unions and from the CDL 
groups. 
 
The manner in which the tariff rise was agreed and 
the differential - and often confidential - rates paid 
by big business, in particular, the three aluminium 
smelters, have raised the ire of consumers across 
the board. Electricity could, therefore, become the 
catalyst for general protest. This was summed up 
by one enthusiastic comment at the Cape Town 
CDL gathering: ‘Constantia and Sandton will march 
with Khayelitsha and Alex.’ 
 
And as Vavi has warned, it is not the union leaders, 
but the members who will decide when to take 
action and how long any action will last. 
 
Lines are now being drawn, with the government, 
Business Leadership and Sane arguing that 
business, the government and labour are all in the 
same boat and share equal responsibility for finding 
solutions. However, this argument for a social 
compact is an old one and something that, in 
practice, has been tried - and has failed. 
 
A substantial section of the labour movement, along 
with a hardline element within business, see calls 
for such a compact as a historical and, at best, 
naive. The dialogue may therefore continue, but it 
could be a dialogue of the deaf. 
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http://www.radio786.co.za/index.php/news/3031-
eskoms-world-bank-loan 
 
Eskom’s World Bank Loan     
Friday, 26 March 2010 12:22 
 
According to Analyst Patrick Bond Eskom’s bid for a 
World Bank loan ‘is being pursued at a time of 
intense controversy surrounding Eskom’s 
mismanagement. In its last annual reporting period, 
the company lost R9.7 billion, mainly due to 
miscalculations associated with hedging aluminium 
prices and the South African currency. Both the 
chair and chief executive office lost their jobs late 
last year amidst unprecedented acrimony. 
 
Meanwhile, Eskom continues its inexpensive prices 
to several large export-oriented metals or mining 
multinational corporations, headquartered abroad  - 
offering the world’s cheapest electricity, heavily 
subsidised by all other - mainly poor - users in 
South Africa.’ 
 
Groundwork South Africa’s Siziwe Kanile 
comments... 
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http://www.radio786.co.za/index.php/news/3042-
protests-mount-over-eskom-world-bank-loan 
 
Protests Mount Over Eskom World Bank Loan  
Friday, 26 March 2010 21:01 
 
Environmental watchdog Earthlife says a US$ 3.7 
billion World Bank loan to Eskom would have a 
negative impact on South Africa’s carbon footprint. 
 
The group protested outside the World Bank offices 
in Pretoria. It said the loan would also be unhealthy 
for people in the vicinity of the proposed coal-fired 
Medupi Power Station. 
 
Earthlife organiser Makoma Lekalakala said for 
environmental and social reasons the World Bank 
must not grant the loan to Eskom. 
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3/26/2010 14:26:46 
 
World bank’s loan to Eskom would further destroy 
the climate 
 
JOHANNESBURG - A US3.7 billion loan to Eskom 
from the World Bank would have further negative 
impacts on the environment, rights group Earthlife 
Life said on Friday. 
 
A group of protesters outside the World Bank 
offices in Pretoria, danced and sang for 
environmental justice and waved banners reading: 
‘World Bank you destroy our country’ and ‘Voetsek 
killer World Bank’. 
 
Organiser Makoma Lekalakala said if the loan 
earmarked for coal fire stations, particularly the 
funding of the coal-fired Medupi power station in 
Limpopo, was approved in April it would lead to a 
doubling of carbon emissions. 
 
It also stood in the face of an international 
obligation to mitigate climate change. 
 
‘Coal is not the future of generating electricity, we 
have got abundant renewable energy options,’ she 
said, adding that there was also no political will to 
invest in these alternative options. 
 
The World Bank would also be given the ‘fossil fool 
award’ for even considering the loan. 
 
The award included a model made with an egg 
carton, a sandwich package, a toilet roll and a 
child’s toy milk bottle. 
 
Lekalakala said the model did not symbolise 
anything. 
 
‘We are just trying to say to them you are rubbish.’ 
 
The award would also include a certificate. 
 
Earthlife said that in 2008 the World Bank and the 
International Finance Corporation had increased 
funding for fossil fuels by 102 percent, compared to 
the 11 percent for renewable energy. 
 
At the bottom of the certificate it reads: ‘Well done 
World Bank Group, You should be very proud, we 
hope you don’t keep up the good work.’ 
 
This is the second fossil fool award handed out. 
Last year Sasol was given the ‘prize’. 
 

‘They’ve got a responsibility towards the climate, 
we’ve got to remind them of that.’ 
 
-Sapa 
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Business Day 
 
Scathing report on Moosa ‘conflict of interest’ at 
Eskom 
LINDA ENSOR      
Published: 2010/03/26 06:42:18 AM 
  
 
African National Congress (ANC) veteran Valli 
Moosa acted improperly and with a conflict of 
interest when Eskom, under his chairmanship, 
awarded a R38,5bn contract for the Medupi power 
station to the Hitachi consortium in which the ANC 
has an interest, according to a public protector’s 
report released in Parliament yesterday. 
 
The ANC stood to benefit by up to R5,8bn through 
the 25% stake that its investment arm, Chancellor 
House, has in engineering company Hitachi Power 
Africa. The murkiness of the ANC’s involvement in 
business through Chancellor House has long been a 
source of concern. 
 
The finding against Moosa was made by former 
public protector Lawrence Mushwana, who has 
recommended that Public Enterprises Minister 
Barbara Hogan ‘considers developing legislation to 
regulate the conducting of business between 
government entities and political parties’. 
 
Mushwana found there was a conflict between 
Moosa’s personal interest in the ANC (he was a 
member of its national executive and its finance 
committee at the time) and his duty towards Eskom 
when the Eskom board awarded the boiler contract 
to the Hitachi consortium. 
 
‘Mr Moosa failed to manage (the) conflict of 
interests in compliance with the conflict of interest 
policy of Eskom and therefore acted improperly,’ 
Mushwana found. 
 
Moosa rejected the claims of impropriety 
throughout the inquiry and declined to comment. 
 
Mushwana said Moosa had failed to declare the 
specific conflict of interest with regard to the 
tender, beyond a general declaration of interests 
made regularly by Eskom directors. Also, he failed 
to excuse himself from the board’s deliberations. 
Both these failings could have resulted ‘in the 
reasonable perception that Mr Moosa was biased in 
respect of the … award. As the chairperson it was 
reasonably expected of a person of the calibre of Mr 
Moosa to have led by example.’ 
 

Mushwana said Moosa’s failings had not affected 
the awarding of the contract, which was confirmed 
by auditors. Moosa yesterday referred all inquiries 
to Eskom, whose spokesman was not available for 
comment. 
 
ensorl@bdfm.co.za 
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Fin24.com 
 
Cheap tricks used to get loan for Eskom  
March 25, 2010 
 
The government has been using cheap tricks to 
ensure that electricity parastatal Eskom gets a R28 
billion loan from the World Bank, environmental 
group Earthlife Africa Jhb said on Thursday. 
 
Part of the loan would be used for the completion 
of the coal-fired Medupi power station, it added in a 
statement. 
 
Earthlife Africa Jhb said that Public Enterprises 
Minister Barbara Hogan had warned that without 
power in the system, SA could say goodbye to the 
economy and to the country. 
 
‘However, taking the loan could be more disastrous 
for the country both in terms of the economy as 
well as greenhouse gas emissions. 
 
‘It is a fact that the conditions that are imposed 
with a World Bank loan have often resulted in policy 
restrictions and worsening of poverty,’ Earthlife 
Africa Jhb said. 
 
It added that in many developing countries, debt 
servicing had diverted scarce resources needed to 
improve health, education and nutritional services 
to the poor. 
 
The financial danger of a World Bank loan was that 
the SA currency would crash -- as it had five times 
since 1996 -- hence making repayment much more 
expensive since the loans were not repaid in rand 
but in dollars,’ the organisation said. 
 
In addition, the World Bank loan would sink South 
Africa into much deeper ‘Climate Debt’ to Africa, 
Earthlife Africa Jhb said. 
 
According to the organisation, the World Bank’s 
loans within the energy sector did not support 
developing countries’ transitions towards a low-
carbon development path. 
 
‘In fact, it seems as if the World Bank fossil fuel 
lending is on the rise with very little being done to 
incentivise for a reduction in financing for fossil 
fuels.’ 
 
Earthlife Africa Jhb said that instead of expanding 
its coal facilities, Eskom should engage in serious 
demand side management, beginning by phasing 

out electricity to smelters that had little linkage with 
the South African economy and that were capital 
rather than jobs-intensive. 
 
‘Concrete plans should be made for a just transition, 
so as to provide alternative, well-paid green jobs. 
 
‘At the same time, the special purchase agreements 
should be disclosed to the public and opened for 
renegotiation.’ 
 
Earthlife Africa Jhb added that the freed up energy 
should be redistributed to provide for a much larger 
lifeline supply of universal free basic electricity with 
a rising block tariff to encourage conservation. 
 
This would improve spinning margins, which would 
buy time for a switch into renewable energy 
technologies. 
 
‘Finally, there should be a greater focus on 
renewable energy technologies rather than coal-
fired power stations, as the optimal development 
path for Southern economies, creating more jobs, 
building local manufacturing capacity, and avoiding 
the environmental mistakes of Northern countries,’ 
the organisation added. 
 
It said the World Bank’s loan would commit SA to 
fossil fuel based energy for the next 20 to 40 years. 
 
‘As such when developing countries eventually take 
on greenhouse gas emissions reduction targets, the 
World Bank’s current approach to energy will make 
meeting these targets more difficult and costly for 
these countries.’ 
 
According to Earthlife Africa Jhb, it was time that 
the World Bank was held accountable for funding 
environmentally harmful coal power and the 
unrealistic loan conditions placed upon developing 
countries. 
 
The World Bank was expected to make a decision 
on the loan to South Africa next month. - Sapa 
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POWER & ALUMINIUM 
 
Aluminium smelters have yielded ‘enormous’ 
benefits, study shows 
 
http://www.engineeringnews.co.za/article/aluminiu
m-smelters-have-yielded-enormous-benefits-study-
shows-2010-03-25-1 
 
By: Matthew Hill 
25th March 2010 
 
A previously confidential report, which has been 
released to Engineering News Online, offers an 
entirely different take on the value of BHP Billiton’s 
aluminium smelters in Southern Africa, which critics 
largely blame for South Africa’s prevailing power 
constraints. 
 
The 176-page Econometrix study claims that the 
smelters have yielded ‘enormous’ benefits to the 
region and defends the power supply contracts with 
Eskom, which opponents describe as iniquitous, as 
having been pursued correctly when South Africa 
had surplus electricity capacity. 
 
Details of the report, which was commissioned in 
2008 by BHP Billiton, arise as the matter has 
become the subject of a court case and a 
Parliamentary enquiry. They also follow on from an 
Eskom assertion that the commodity-linked deals 
are ‘unsustainable’. In fact, the utility attributed the 
bulk of its record near R10-billion loss of 2008/9 to 
its contracts with the smelters, which reportedly 
consume as much as 5% of the country’s power. 
 
The smelters became the focus of public outrage at 
the height of South Africa’s 2008 load-shedding 
crisis, when then Standard Bank chairperson Derek 
Cooper controversially suggested that the system 
could be immediately stabilised if Eskom simply 
ended its generous supply arrangement with BHP 
Billiton. 
 
The resources giant has three aluminium facilities in 
the region: Hillside (commissioned in 1996) and 
Bayside (commissioned in 1971, with an expansion 
in the early 1980s) are located in Richards Bay; and 
Mozal (built between 1998 and 2002) is in Maputo, 
Mozambique. 
 
Under the terms of its contract with Eskom, BHP 
Billiton pays less for power when the aluminium 
price falls and more when it climbs. For Eskom, the 
economic crisis of 2007 and 2008, which led to 
precipitous declines in commodity prices, including 

the price of aluminium, blew in the perfect storm, 
with large chunks of power reportedly supplied to 
the smelters at below cost. 
 
Eskom and government are currently trying to 
renegotiate these controversial contracts, but a veil 
of secrecy has been thrown over the details of 
these discussions. 
 
Meanwhile, the Econometrix report, which was 
commissioned by BHP Billiton in 2008, when the 
aluminium price was high, and the rand relatively 
weak, paints a positive picture of the contribution of 
the smelters. 
 
At the time of publication, authors Tony Twine and 
Robert Jeffrey wrote that the ‘benefits have had a 
very broad impact and reach, far beyond and more 
extensively than the relatively narrow reach of 
many labour-intensive local and regional 
development projects.’ 
 
The report concludes that the industry has played 
and continues to play an important role in the 
region and contributes substantially to the overall 
economic performance of South Africa. 
 
The smelters employed more than 3 200 employees 
and 2 800 contractors when the report was written, 
contributing R1,3-billion in corporate tax to the 
South African and Mozambique governments. In 
total, it was estimated that about 100 000 South 
African citizens depended on the Bayside and 
Hillside smelters for their livelihoods. 
 
Foreign currency earned from exports, meanwhile, 
was more than R21-billion. Therefore, even after 
imports of about R9-billion, the direct positive 
impact on the Southern African regional current 
account of the balance of payments in 2007 was 
estimated to be R12-billion, excluding the flow of 
dividends abroad. 
 
In sum, the warning was that should the smelters 
be starved of power, the region would lose valuable 
export earnings, which would have a big impact on 
the country’s balance of payments. Together, 
Econometrix estimated that the facilities comprised 
around 1% of gross regional product. ‘Mozal is 
Mozambique’s largest foreign exchange earner, 
generating 53% of its earnings,’ Twine and Jeffrey 
wrote. 
 
However, the picture has altered substantially since 
2008. The aluminium price collapsed from over $3 
000/t in 2008 to some $1 300/t in March 2009, 
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leading to the now notorious embedded derivative 
losses at Eskom. The price is currently around $2 
200/t. 
 
The much lower reserve margin led to the load 
shedding of 2008, as higher demand bumped into 
serious supply-side problems, precipitated by low 
coal stockpiles. 
 
But Econometrix asserts that the tighter 
supply/demand balance was not due to excessive 
demand growth, or a sudden increase in demand 
caused by the smelters. ‘Rather, it is a supply 
problem, which should have been planned for and 
solved prior to 2004.’ 
 
Should BHP Billiton now be punished for 
government’s failure to plan properly? 
 
The report argues that the answer should be a 
resounding no. It even avers that the decision to 
proceed with the development of the aluminium 
industry was, ‘at that stage in the country’s 
development, correct’. 
 
‘The government must minimise the damage to all 
goods-producing industry in the country and the 
aluminium smelting industry should not be 
prejudiced in any rationing process,’ it said, 
referring to calls for the smelters to be shut. 
 
‘The benefits of the aluminium smelting industry are 
enormous, in terms of jobs created, taxes paid, 
foreign currency earned, community contributions 
and purchases from local suppliers. 
 
‘The industry is a sound and long-term contributor 
to the economy and adds considerable value to a 
resource, which South Africa has in plentiful supply, 
namely coal.’ 
 
Edited by: Terence Creamer 
 



 60 

Press Release:  
Eskom’s World Bank Loan - A Climate Shame!  
 
Earthlife Africa Jhb  
25th of March 2010  
 
The World Bank is expected to make a decision on 
the loan to South Africa in April 2010. The loan 
comprises US$3bn to pay about a fifth of Medupi’s 
costs, another US$260 million for renewable energy 
projects (wind and concentrating solar power), and 
US$490m for low-carbon energy efficiency projects 
and transportation improvements.  
 
Earthlife Africa Jhb will be holding a demonstration 
to voice its opposition to the World Bank loan to 
South Africa. Earthlife Africa Jhb will also be 
awarding the Fossil Fool Award of 2010 to the 
World Bank for financing fossil fuel projects. The 
demonstration will be held as follows:  
 
Date: 26 March 2010  
Time: 10:00 - 13:00  
Venue: World Bank Offices, 442 Roedericks Road, 
Lynwood, Pretoria  
 
The South African government has been using 
blackmail and cheap tricks to ensure that the 
country gets the WB loan. Minister Hogan has said 
that without the power in the system, SA can say 
goodbye to the economy and to the country. 
However, taking the loan could be more disastrous 
for the country both in terms of the economy as 
well as GHG emissions. It is a fact that the 
conditions that are imposed with a World Bank loan 
have often resulted in policy restrictions and 
worsening of poverty. In many developing 
countries, debt servicing has diverted scarce 
resources needed to improve health, education and 
nutritional services to the poor. The financial danger 
of a World Bank loan is that the SA currency will 
crash (as it has five times since 1996), hence 
making repayment much more expensive (since the 
loans are not repaid in rand but in dollars), hence 
adding to the extreme cost burden poor South 
Africans will face.  
 
In addition, the World Bank loan will sink South 
Africa - into much deeper ‘Climate Debt’ to Africa. 
The World Bank’s loans within the energy sector do 
not support developing countries’ transition towards 
a low-carbon development path. In fact, it seems as 
if the World Bank fossil fuel lending is on the rise 
with very little being done to incentivise for a 
reduction in financing for fossil fuels. Instead of 
expanding its coal facilities, Eskom should engage 

in serious demand side management, beginning by 
phasing out electricity to smelters that have little 
linkage with the South African economy and that 
are capital- rather than jobs-intensive. Concrete 
plans should be made for a ‘just transition’, so as to 
provide alternative, well-paid ‘green jobs. At the 
same time, the special purchase agreements should 
be disclosed to the public and opened for 
renegotiation. The freed up energy should be 
redistributed to provide for a much larger ‘lifeline’ 
supply of universal Free Basic Electricity - with a 
rising block tariff to encourage conservation to 
improve spinning margins, which will buy time for a 
switch into renewable energy technologies. Finally, 
there should be a greater focus on renewable 
energy technologies rather than coal-fired power 
stations, as the optimal development path for 
Southern economies, creating more jobs, building 
local manufacturing capacity, and avoiding the 
environmental mistakes of Northern countries. 
Furthermore, the Bank’s loan will commit SA to 
fossil fuel based energy for the next 20 to 40 years. 
As such when developing countries eventually take 
on GHG emissions reduction targets, the World 
Bank’s current approach to energy will make 
meeting these targets more difficult and costly for 
these countries.  
 
It is time that the World Bank be held accountable 
for funding environmentally harmful coal power and 
the unrealistic loan conditions placed upon 
developing countries. The Earth can no longer wait, 
we have to stop this environmental injustice now!  
 
For more information please contact:  
 
Makoma Lekalakala Programme Officer Cell: 082 
682 9177 Email: makoma@earthlife.org.za  
 
Ferrial Adam Researcher Cell: 074 181 3197 Email: 
ferrial@earthlife.org.za  
 
Earthlife Africa Jhb Tel: 011 339 3662 
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The Mercury 
 
Light and dark side of the Eskom loan debate  
 
The course we have chosen is the responsible way 
forward  
 
March 24, 2010 Edition 1  
 
Pravin Gordhan  
 
TODAY, the South African economy is two-thirds 
larger than it was in 1994, when Nelson Mandela 
took office as the country’s first democratically 
elected president. With this growth has come strong 
new demand for electricity. Millions of previously 
marginalised South Africans are now on the grid. 
Unfortunately, as in other major emerging 
economies, supply has not kept pace.  
 
Reserve margins are increasingly tight - too tight for 
an energy-intensive economy such as South 
Africa’s, whose mines and factories rely on steady 
supplies of competitively priced power. South Africa 
has weathered the global downturn better than 
many richer countries, but the majority of our 
people remain poor and unemployment stands at 
an unacceptable 24 percent. To sustain the growth 
rates we need to create jobs, we have no choice 
but to build new generating capacity - relying on 
what, for now, remains our most abundant and 
affordable energy source: coal.  
 
Because this is not the most auspicious time for our 
energy utility, Eskom, to be looking to finance a $50 
billion (R366bn) capital programme, we are 
approaching sources of funding we have hitherto 
left untapped, including the World Bank, the African 
Development Bank and the European Investment 
Bank.  
 
But our application for a $3.75bn World Bank loan 
faces stiff opposition. A strong body of opinion 
holds that multilateral development banks should be 
discouraged from funding coal-burning power 
projects with carbon dioxide emissions that 
contribute to climate change. We share this concern 
but, after careful consideration, have concluded 
that the course we have chosen is the only 
responsible way forward.  
 
The bulk of the loan, or just more than $3bn, will 
go toward the construction of a 4 800MW power 
station at Medupi in South Africa’s Limpopo 
province.  
 

This plant, the first of its kind in Africa, will use 
some of the most efficient, lowest-emission coal-
fired technology available. The rest of the loan, 
$745 million, will be invested in wind and 
concentrated solar-power projects, each generating 
100MW, and in various efficiency improvements.  
 
Compromise  
 
South Africa takes climate change and the need to 
reduce fossil fuel emissions extremely seriously. 
Working with Brazil, India and China, we helped to 
craft the compromise that saved December’s UN 
climate change conference in Copenhagen from 
ending in deadlock. In thanks, US senator John 
Kerry, chairman of the Senate foreign relations 
committee, called us and our partners ‘the four 
horsemen of a climate change solution’.  
 
We are taking concrete action that will push our 
carbon emissions 34 percent lower in 2020 than 
they would have been otherwise and 43 percent 
lower in 2025, with net reductions kicking in 10 
years after that. We are using every tool at our 
disposal - legislative, regulatory and fiscal - to 
promote clean and renewable energy.  
 
If there were any other way to meet our power 
needs as quickly or as affordably as our present 
circumstances demand, or on the required scale, we 
would obviously prefer technologies - wind, solar, 
hydropower, nuclear - that leave little or no carbon 
footprint. But we do not have that luxury if we are 
to meet our obligations both to our own people and 
to our broader region. South Africa generates more 
than 60 percent of all electricity produced in sub-
Saharan Africa.  
 
Our neighbours - Botswana, Lesotho, Namibia, 
Swaziland and Zimbabwe - all rely on Eskom for 
their electricity. They face the same growth 
constraints that we do. Their factories and 
businesses, hospitals and schools, and their ability 
to provide basic services all depend on Eskom-
generated power.  
 
A question that has to be faced is whether stunting 
growth prospects in our region will in any way serve 
the goal we all share of eliminating greenhouse gas 
emissions over the long term. Whatever paths we 
take towards that goal - whether shifting to 
renewables and nuclear, or finding ways to keep 
harmful gases out of the atmosphere once created - 
the journey will inevitably be costly, requiring 
massive investments in technology, research and 
re-engineering the ways in which we live and do 
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business. It will also require a true spirit of 
consensus and collaboration.  
 
Neither of these requirements will be well served by 
hampering the transitional measures that 
developing countries like ours need to take to get 
themselves on sustainable growth tracks and 
generate the resources they need to play their part 
in preserving our planet.  
 
Pravin Gordhan is the Minister of Finance. This 
article first appeared in The Washington Post  
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The Mercury  
 
World Bank loan may well prove to be a Faustian 
deal  
 
March 24, 2010 Edition 1  
 
David Hallowes  
 
THE World Bank’s board meets shortly to decide on 
a $ 3.75 billion (R28bn) loan for Eskom’s new build 
programme. Noting the impact of the blackouts and 
the financial crisis, the bank argues that the loan is 
needed to expand electricity production.  
 
It says the loan will bring financial stability to 
Eskom, support future economic growth, contribute 
to poverty alleviation and help South Africa on to a 
‘low carbon path’. Civil society groups dispute each 
of these terms and are campaigning to stop the 
loan.  
 
Energy Minister Dipuo Peters says such opposition 
is unpatriotic while Public Enterprise Minister 
Barbara Hogan says the economy will go to hell 
without the loan.  
 
The public first heard of the loan in August, 2008, 
just as the commodity boom turned to bust. Earlier 
that year, Wall Street credit ratings agencies - the 
watchdogs of global capital - put Eskom on 
‘negative watch’.  
 
With credit drying up, then finance minister Trevor 
Manuel had already given the utility R60bn. But the 
ratings agencies were looking for a steep increase 
in the price of electricity to support funding for the 
expansion.  
 
Eskom applied to Nersa for a 60 percent hike but 
was granted 27 percent. Eskom’s credit rating was 
then downgraded, so raising the cost of capital on 
international finance markets. News of the loan was 
fed to the media the next day with the bank cast as 
saviour.  
 
The bank required Treasury guarantees on the loan. 
The rating agencies also wanted ‘unconditional and 
irrevocable’ guarantees before reconsidering 
Eskom’s ratings.  
 
Treasury obliged. Manuel’s 2009 Budget provided 
for R°bn of loan guarantees for Eskom. The risk 
was now shifted to the public purse but, with the 
five-year capital expenditure on the new build rising 

in giant steps from R84bn in 2004 to R460bn now, 
a cavernous funding gap remained.  
 
Eskom’s latest tariff application was calculated to 
bring in the money to pay off the global creditors 
and close the gap. It didn’t get what it asked for 
but, for the five years from 2007 to 2012, Nersa has 
given it increases that total up to 137 percent above 
inflation.  
 
In February, 2009, World Bank president Robert 
Zoellick used the Eskom loan as an example of 
scaled-up assistance to African countries affected 
by the financial crisis.  
 
The bank, widely loathed for dictating structural 
adjustment policies, was now represented as the 
friend-in-need.  
 
Whether South Africa will do so well is questionable. 
In taking on the debt, the Treasury is making a 
double bet: that future economic growth and the 
continuous expansion of the energy system will 
more than cover repayments; and that the volatile 
rand will hold its value.  
 
Otherwise the debt becomes a trap as it did for 
many southern economies in the 1980s. The odds 
on the first bet look long. The stupendous sums of 
money thrown at the world’s banks may restore the 
bubble boom for a while but do not address the 
causes of an economic depression that is still 
developing.  
 
Further, ‘green shoots’ are liable to be strangled as 
oil supplies tighten during this decade. The second 
bet then looks even worse. Debt repayments will 
escalate if the rand crashes as it has done 
repeatedly since 1994.  
 
Alleviating poverty:  
 
Cost recovery is integral to the World Bank’s view of 
sustainability. It claims that ‘access to modern 
energy’ is critical to its core mission of fighting 
poverty and best provided by the private sector. 
Commercial terms are necessary to attract private 
investment and enforce payment discipline.  
 
The bank gets around the problem of how people 
without money will pay market rates by ignoring it.  
 
Its actual projects have nothing to do with 
supplying local people but are overwhelmingly 
about getting the resources out to the global 
markets.  



 64 

 
With the loan facing opposition, the government 
and the World Bank are endlessly repeating the 
claim that the giant new build power stations are 
needed to provide electricity to the poor. As 
successive community representatives testified to 
Nersa, many people will be pushed into poverty by 
the doubling of their bills.  
 
The new build in fact has little to do with household 
demand. It is primarily designed for bulk power 
supply to the energy intensive industries and mines 
which consume over 60 percent of electricity.  
 
While the cost to households is relatively high and 
higher still for poor people on pre-paid systems, the 
cost to industry is the lowest in the world.  
 
The very biggest users are the metal smelters 
supplied under long- term contracts at rates below 
the cost of production. These customers are 
altogether exempt from the tariff increase rises. 
Their rather significant share of the cost of the new 
build is thus transferred to all other consumers.  
 
We are now told that the Department of Energy 
can’t get it together to produce the Integrated 
Resource Plan which defines the future power 
system.  
 
So Eskom will be joined by Anglo American, Billiton 
and Xstrata - all coal miners and the first two the 
largest of the intensive energy users - to do it for 
them. There’s patriotism. The state in the service of 
corporate capital.  
 
Low carbon:  
 
Globally, the World Bank has claimed a leading 
position on funding sustainable development and 
addressing climate change in particular. This is 
rather remarkable.  
 
In the 1980s, the US instructed the bank to invest 
in oil, coal and gas extraction to expand the supply 
to northern markets and undermine Opec’s control 
of prices. It has never let go of this agenda.  
 
In 2000, it initiated the Extractive Industries Review 
in response to criticism from civil society 
organisations that its lending to oil, gas and mining 
projects contradicted its stated mission of 
alleviating poverty.  
 
The review came back with the wrong answer. It 
found that poverty alleviation was neither the goal 

nor the outcome of the bank’s lending and 
recommended phasing out funding for oil and coal 
and focusing on sustainable energy. The bank 
ignored it and increased fossil fuel lending.  
 
It now touts the loan as helping South Africa on to 
a low-carbon growth path. There is nothing ‘low- 
carbon’ about Eskom’s new build.  
 
It is centred on Medupi and Kusile which will be the 
fourth and third largest coal-fired power stations in 
the world.  
 
South Africa is one of the most carbon-intensive 
economies in the world and Eskom accounts for 
over 40 percent of its emissions. Eskom’s coal 
experts say national demand, largely driven by the 
power sector expansion, must increase to 374 
million tons a year by 2018. This implies about 670 
million tons of CO2 from coal alone compared with 
total national emissions of 440 million tons in 2004.  
 
Greenhouse gases aside, Eskom is a major league 
polluter of local environments. With no sulphur 
dioxide scrubbers on any of its power stations, its 
emissions are unmitigated. Medupi was planned 
without scrubbers on the rationale that there is a 
‘relative lack of pollution’ around Lephalale. In fact, 
ambient SO2 standards there are already exceeded 
and Eskom’s existing Matimba power station is the 
main source. Miners and power workers in 
Marapong village are most directly affected.  
 
The bank says Eskom has now committed to 
retrofitting Medupi in 2018. But scrubbers need lots 
of water and Lephalale is dry. Water Affairs 
promises to deliver the water but has not concluded 
feasibility studies. Come 2018, Eskom may well say 
that installing scrubbers is not feasible. Supplying 
the coal for power sector expansion will require 40 
new mines.  
 
The streams and rivers around Witbank, where 
Kusile is under construction, are already ruined by 
acid mine drainage. Sulphate salts are so thick on 
the water of the Brugspruit where it flows through 
the township of Maguqa that the stream looks like it 
has been snowed over.  
 
Increased production has already driven mining 
development into the Mpumalanga Lake District 
where it threatens the source of three major river 
catchments - the Vaal, the Usuthu and the Komati.  
 
When ministers talk of patriotism, they invariably 
mean critics should shut up. But opposition to the 



 65 

Eskom deal is growing. It includes South Africans 
appalled by the social and environmental costs, and 
the escalating carbon emissions threatening their 
survival. Trade unions want an economy that 
creates meaningful work, and international and 
local groups are opposed both to the World Bank’s 
fossil agenda and to its use of debt to dictate policy 
in the South in the interests of global capital.  
 
Dave Hallowes is an independent researcher who 
works with environmental justice organisations.  
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Washington Times 
 
March 24, 2010 
 
Obama keeps Africa in the dark  
 
Warmist policies kill a million a year  
 
By Roy Innis and Niger Innis  
 
‘I see Africa as a ... partner with America on behalf 
of the future we want for all of our children,’ 
President Obama declared in Ghana last July.  
 
However, three months later, the president signed 
an executive order requiring that the Overseas 
Private Investment Corp. (OPIC) and other federal 
agencies reduce greenhouse gas emissions 
associated with their projects by 30 percent over 
the next 10 years. The order undermines the ability 
of sub-Saharan African nations to achieve progress 
in energy and economic and human rights.  
 
Ghana is trying to build a 130-megawatt, gas-fired 
power plant to bring electricity’s blessings to more 
of its people, schools, hospitals and businesses. 
Today, almost half of Ghanaians never have access 
to electricity, or they get it only a few hours a week, 
leaving their futures bleak.  
 
Most people in Ghana are forced to cook and heat 
with wood, crop wastes or dung, says Franklin 
Cudjoe, director of the Imani (Hope) Center for 
Policy and Education, in Accra. The indoor air 
pollution from these fires causes blindness, asthma 
and severe lung infections that kill a million women 
and young children every year. Countless more 
Africans die from intestinal diseases caused by 
eating unrefrigerated, spoiled food.  
 
But when Ghana turned to its U.S. ‘partner’ and 
asked OPIC to support the $185 million project, 
OPIC refused to finance even part of it - thus 
adding as much as 20 percent to its financing cost. 
Repeated across Africa, these extra costs for 
meeting ‘climate change prevention’ policies will 
threaten numerous projects and prolong poverty 
and disease for millions.  
 
Sub-Saharan Africa is home to 800 million people, 
80 percent of whom live on less than $2.50 per day. 
More than 700 million people - twice the population 
of the United States and Canada combined - rarely 
or never have access to the lifesaving, prosperity-
creating benefits of electricity, Mr. Cudjoe notes.  
 

Even in South Africa, the most advanced nation in 
the region, 25 percent of the populace still has no 
electricity. Pervasively insufficient electrical power 
has meant frequent brownouts that have hampered 
factory output and forced gold and diamond mines 
to shut down because of risks that miners would 
suffocate in darkness deep underground. The 
country also suffers from maternal mortality rates 
36 times higher than in the United States and 
tuberculosis rates 237 times higher.  
 
And yet Mr. Obama told his Ghanaian audience last 
July that Africa is gravely ‘threatened’ by global 
warming, which he argues ‘will spread disease, 
shrink water resources and deplete crops,’ leading 
to more famine and conflict. Africa, he says, can 
‘increase access to power while skipping - 
leapfrogging - the dirtier phase of development,’ by 
using its ‘bountiful’ wind, solar, geothermal and 
biofuels energy.  
 
The president made these remarks before the 
scandalous ‘Climategate’ e-mails were made public 
and headline-grabbing claims about melting 
glaciers, burning Amazon rain forests and 
disappearing African agriculture were shown to be 
mere speculation and exaggeration from climate 
activists. He also is getting awful advice on climate 
change and renewable energy.  
 
Literally thousands of scientists disagree with claims 
that we face an imminent man-made global-
warming disaster or that warming is connected to 
disease or harvests. Africa has faced drought, 
famine and disease since before biblical times, and 
armed conflict is far more likely where a lack of 
electricity perpetuates poverty, scarcity and dashed 
hopes.  
 
Wind and solar power can help remote villages but 
are too costly, intermittent and land-intensive to 
meet the needs of emerging economies. A single 
turbine requires 700 to 1,000 tons of concrete, 
steel, copper and fiberglass - far more raw 
materials than involved with coal- or gas-fired 
power plants, generating equal amounts of 
electricity far more reliably and cheaply. And 
biofuels mean dedicating scarce farmland and 
famine-level crops to producing energy.  
 
That is why rapidly developing nations like China 
and India are building power plants at the rate of 
one per week. In India alone, 400 million people 
still have no electricity; tens of millions more have it 
only a few hours a day. Nearly all this electricity 
must be based on coal.  
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Wind power is constrained by high cost and limited 
reliability. Nuclear energy faces major cost and 
political obstacles. To electrify India in the absence 
of coal, the country would have to find 14 trillion 
cubic feet of natural gas, build 250 nuclear power 
plants or construct the equivalent of 450 Hoover 
Dams, Penn State University professor Frank 
Clemente calculates. Those alternatives are 
unrealistic.  
 
Blessed with abundant supplies of coal, South Africa 
has applied for a World Bank loan to continue 
building its 4,800-megawatt Medupi power plant. 
The Medupi plant would be equipped with the latest 
in ‘supercritical clean coal,’ pollution control and 
‘carbon capture’ technologies.  
 
However, the project and loan have run into a buzz 
saw of opposition, led by the Center for American 
Progress, Africa Action, Friends of the Earth and 
Sierra Club. These radical groups claim to champion 
justice and better health for Africa but oppose the 
very technologies that would make that possible.  
 
‘Telling Africans they can’t have electricity and 
economic development - except what can be 
generated with wind turbines or solar panels - is 
misguided at best and immoral at worst,’ Mr. 
Cudjoe declares.  
 
The proposed Ghanaian and South African power 
plants already leapfrog dirtier development phases 
by providing state-of-the-art pollution-control 
technology. The energy alternatives Mr. Obama 
envisions would do little to address the desperate 
crises that threaten Africans’ health, welfare and 
lives.  
 
China and India are showing Africa the way 
forward. Those of us in already developed countries 
should support Africa’s aspirations - and help it 
address real health and environmental problems by 
using affordable, dependable energy that truly is 
the lifeblood of modern societies and the key to a 
better future for children everywhere.  
 
Roy Innis is national chairman of the Congress of 
Racial Equality. Niger Innis is national spokesman 
for CORE and co-chair of the Affordable Power 
Alliance. 
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The Mercury 
 
Durban holds implementation  
 
Power pricing system problems  
March 24, 2010 Edition 1  
 
Tony Carnie  
 
THE new ‘more you use, more you pay’ electricity 
price system for households is unlikely to start in 
Durban this year because the city cannot calculate 
exactly how much power its 600 000 residential 
customers use every month.  
 
The new rising block tariff system, in which 
customers are charged escalating prices based on 
their monthly volume of electricity use, was 
announced by Nersa, the energy regulator, last 
month and is due to come into force on July 1 for 
households which get power supplies from 
municipalities.  
 
However, eThekwini city treasurer Krish Kumar said 
yesterday that the new system posed a number of 
‘technical challenges’ and it might not be possible 
for the city to meet the July deadline.  
 
According to Roy Wienand, the city’s deputy head 
of electricity, the main problem in Durban is that 
there are nearly 100 vending stations where people 
can buy prepaid electricity.  
 
‘Not all the vending stations are connected online to 
our computer system because they were not 
designed for the new rising block system. When a 
prepaid coupon expires, customers simply buy new 
coupons... there is no way we can tell immediately 
how much a particular prepaid customer has used 
over the last 30 days - and if you don’t have that 
accurate information it is not possible to implement 
the rising-block system.’  
 
The municipality already supplies the first 50kWh of 
electricity free to all customers (Block 1).  
 
Under the new system, Block 2 escalating charges 
kick-in from 50kWh-350kWh, Block 3 from 350kWh-
600kWh and the most expensive Block 4 tariff for 
people who use more than 600 kWh a month.  
 
Under the new system there would also be the 
extra cost of having to read meters more frequently 
than once a month.  
 

‘We understand that Eskom itself and several other 
municipalities have similar problems and that Nersa 
is considering a grace period to accommodate these 
challenges,’ said Wienand.  
 
Nersa spokesman Charles Hlebela said last night 
that Nersa would be ‘interacting’ with municipalities 
to try to iron out the challenges.  
 
Asked what solutions might be used if municipalities 
were unable to meet the deadline, Hlebela said: 
‘There will probably be some municipalities which 
face challenges, but we hope a resolution will be 
found during our interactions with the municipalities 
concerned.’  
 
Eskom spokesman Andrew Etzinger confirmed that 
Eskom also faced problems in calculating monthly 
consumption for prepaid customers.  
 
‘However, we will comply and make the necessary 
changes to accommodate the rising block tariff 
system - but it will take a couple of months.’  
 
Hike  
 
Meanwhile, Durban electricity tariffs are expected to 
rise by ‘an average’ of 28 percent from July.  
 
Kumar said the city had submitted proposals to 
Nersa on new tariff structures for different customer 
categories, but the final tariffs had not been 
finalised by Nersa.  
 
However, residential customers have historically 
been charged considerably more than large Durban 
industries supplied via the eThekwini municipality.  
 
In the 2008/2009 financial year, Durban charged its 
bulk industrial customers an average of 34c/kWh, 
while private suburban homes paid 49c and prepaid 
meter homes paid 51c.  
 
Eskom’s current ‘average price’ for electricity of 
33.6c will rise to 41.6c from April 1.  
 
Meanwhile, Anna Cox reports that the City of 
Joburg is intending to increase the cost of electricity 
to residents by 18 percent - six percent less than it 
will be paying for it from Eskom. But this is still 
double its electricity tariff increase last year.  
 
According to Joburg’s draft tariff increases, which 
will be released on Friday, City Power is expected to 
charge residents 18 percent more for electricity.  
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Big industries will contribute less  
 
Residents to subsidise electricity for poor areas  
March 23, 2010 Edition 1  
 
Tony Carnie  
 
SUBURBAN residents will pay through the nose to 
subsidise cheaper electricity prices for poor 
communities, but it appears big industries will pay 
much less towards the subsidy bill.  
 
From July 1, all residential customers will be subject 
to a new inclining block rate tariff, which works on 
the principle ‘the more you use, the more you pay’.  
 
But big industry, mining and commerce would be 
exempt from this, Eskom spokesman Andrew 
Etzinger confirmed at the weekend.  
 
Under the new inclining block system, Durban 
residents who now pay a flat rate of 64c a kilowatt-
hour will find themselves paying somewhere 
between 83c/kWh and 90c/kWh if they use more 
than 600kWh a month (see table).  
 
The extra revenue from higher-consumption 
residential customers will be used to soften the 
impact of the latest Eskom power price hikes in 
poorer communities.  
 
Eskom says on its website that the inclining block 
system is commonly used already by municipalities 
to charge for water bills.  
 
‘The principle here is that the more you use, the 
more you pay, i e the pricing signal is that higher 
consuming residential customers will pay at a 
higher rate for their electricity. Ultimately the intent 
is to encourage energy conservation while at the 
same time achieving cross-subsidisation of the low-
income customers.’  
 
Eskom has yet to explain why the inclining block 
system has been applied selectively to residential 
customers only, apparently in direct contravention 
of the government’s own electricity pricing policy 
and the fact that households use only 18 percent of 
Eskom’s total output compared to 76 percent used 
by industry, mining and commerce.  
 
According to the Electricity Pricing Policy (EPP) of 
December, 2008, the latest energy white paper 
published by the Minerals and Energy Department, 

all electricity tariffs should become cost-reflective 
over the next five years and all forms of 
discriminatory pricing practices should be identified 
and removed, or be reflected transparently.  
 
While the policy recognises the need to subsidise 
electricity for poor communities, the EPP states: 
‘The impact of such cross-subsidy must be pooled 
over all customers in the licensee (Eskom), not only 
on domestic customers, and should be shown 
transparently as a c/kWh levy on consumption.’  
 
Eskom has not responded so far to questions from 
The Mercury on the apparent discriminatory tariffs, 
referring queries instead to Nersa.  
 
However, according to tariff structure details posted 
on the Eskom website on Friday, the cost of 
subsidising electricity for poor communities has led 
to a R1.32 billion shortfall in Eskom revenue over 
the 2010/11 financial year.  
 
In order to pay for the shortfall, the new sliding 
block tariff has been introduced for residential 
customers, while the tariffs for large industrial and 
business customers would also be increased. Eskom 
said this shortfall would be recovered from industry 
and business tariffs and a ‘small’ subsidy from 
residences.  
 
In the case of large businesses, tariffs would rise by 
about 1.5c/kWh or by 4.6 percent of the overall 28 
percent tariff increase.  
 
Explanation  
 
The latest tariff explanations on the Eskom website 
do not provide a cents/kWh breakdown of what 
residential customers will pay towards the low-
income power subsidy, nor the percentage 
breakdown the residential sector will contribute to 
the subsidy compared to industry and other 
customers.  
 
However, according to tariff guidelines published by 
Nersa last month, the new sliding scale tariffs 
translate into an effective increase of at least 35.8 
percent for residential customers who use more 
than 600kWh a month.  
 
Eskom said yesterday that the majority of its 
customers used less than 1 000kWh a month. 
However, this does not take into account residential 
customers supplied by municipalities.  
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When The Mercury contacted Nersa last week for 
comment on the apparent discrimination, Nersa full-
time regulator member Thembani Bukula said: ‘It is 
not accurate to assume or make the assertion that 
the cross-subsidy is ‘selectively burdening a narrow 
band of residential customers’ without the correct 
and appropriate information.’ He did not elaborate.  
 
Meanwhile, IFP leader Mangosuthu Buthelezi has 
also hit out at Eskom over its ‘scandalous’ electricity 
deals with some large companies.  
 
Speaking in Estcourt yesterday, Buthelezi said: 
‘Even though on this Human Rights Day we are all 
aware that we are entitled to equal access to basic 
services, the poorest of our people are still being 
forced to pay proportionally more for electricity than 
the rich, because the government has allowed 
Eskom to fund its building programme through 
levies rather than through government’s budget 
process.’  
 
The price hikes over the next three years would put 
the benefit of electricity beyond the reach of many 
South Africans.  
 
‘The frustration and pain this brings is multiplied by 
the scandalous news recently revealed in the media 
that Eskom has secret deals with some large 
corporations, which allow them to pay substantially 
less for electricity than the average consumer.  
 
‘Where does this leave the many taxpayers who are 
already suffering? And what is worse, the ruling 
party has equity in Eskom through Hitachi.  
 
‘The burden of all of these things is borne by the 
poorest of the poor, whose plight they claim they 
are concerned with,’ Buthelezi said.
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South Africa: Coal-Fired Denialism  
 
AfricaFocus Bulletin Mar 23, 2010 (100323)  
(Reposted from sources cited below)  
 
Editor’s Note  
 
With a request for a $3.75 billion World Bank loan 
for a new coal- fired power plant, South African 
political leaders seem determined to entrench a 
policy on climate change that disregards clear 
evidence of catastrophic consequences, echoing the 
earlier disastrous policies of former President Thabo 
Mbeki on AIDS. But opposition is mounting to the 
current plan, which would consolidate South Africa’s 
Eskom as the continent’s leading producer of 
greenhouse gases.  
 
South African Finance Minister Pravin Gordhan 
defended the plan in a March 22 op-ed article in the 
Washington Post, contending that alternate energy 
sources were not practical to meet the country’s 
power needs. But critics say that the power is 
primarily intended to benefit large multinational 
companies, rather than South African consumers, 
and that Eskom has an abysmal record of 
mismanagement and indifference to public needs. 
Critics of the loan include not only a large South 
African civil society coalition, but also international 
groups and even the U.S. Treasury.  
 
This AfricaFocus Bulletin contains the February 16 
statement by over 200 South African and other 
African organizations opposing the loan, and two 
recent background articles, one by Lori Pottinger, 
Africa specialist for the International Rivers Network 
and the other by Patrick Bond, director of the 
Centre for Civil Society in Durban, South Africa.  
 
Opposition to the loan in South Africa is being 
coordinated by Groundwork South Africa 
(http://www.groundwork.org.za).  
 
Africa Action is among U.S. groups that have joined 
the campaign to stop this World Bank loan. For 
more information on options for action, visit 
http://www.africaaction.org/no-coal-loan.html  
 
The Sierra Club is also working on this issue, in 
coordination with their campaign to stop 
government funding of coal power in the United 
States (http://www.sierraclub.org/coal). For the 
Washington Post op-ed ‘Why Coal is the Best Way 
to Power South Africa’s Growth,’ by Finance Minister 
Pravin Gordhan, see http://tinyurl.com/y96ku3m  
 

The Center for American Progress 
(http://www.americanprogress.org) has a new 
report on ensuring that multilateral development 
banks prioritize investment in clean energy rather 
than fossil fuel projects. See 
http://www.americanprogress.org/issues/2010/03/
world_bank.html  
 
For a report from the World Resources Institute on 
the project, see http://www.wri.org / direct link: 
http://tinyurl.com/yjy56j8  
 
For previous AfricaFocus Bulletins on climate, the 
environment, and related issues, visit 
http://www.africafocus.org/envexp.php  
 
++++++++++++++++++++++end editor’s 
note+++++++++++++++++++++++  
 
AfricaFocus Bulletin is an independent electronic 
publication providing reposted commentary and 
analysis on African issues, with a particular focus on 
U.S. and international policies. AfricaFocus Bulletin 
is edited by William Minter.  
 
AfricaFocus Bulletin can be reached at 
africafocus@igc.org. Please write to this address to 
subscribe or unsubscribe to the bulletin, or to 
suggest material for inclusion. For more information 
about reposted material, please contact directly the 
original source mentioned. For a full archive and 
other resources, see http://www.africafocus.org  
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Huffington Post 
 
Jesse Jenkins 
 
Director of Energy and Climate Policy, Breakthrough 
Institute 
 
Posted: March 23, 2010 07:57 PM 
 
Without Affordable Clean Alternatives, South Africa 
Turns to Coal 
 
South Africa’s finance minister, Pravin Gordhan, has 
an op-ed in the Washington Post that illustrates the 
multi-faceted challenges facing developing nations 
as they struggle to provide the affordable access to 
modern energy needed to pull citizens out of 
poverty. The piece highlights the current tension 
between such objectives and simultaneous concerns 
about the environmental and climate impacts of 
energy development. 
 
With South Africa’s economy growing rapidly -- it’s 
expanded by two-thirds since 1994, when Nelson 
Mandela first took office -- the nation’s demand for 
energy has grown apace. As Gordhan notes, 
‘Millions of previously marginalized South Africans 
are now on the grid.’ And that’s a very good thing. 
 
Consider that not having access to affordable, 
modern energy sources, particularly electricity, 
means no access to potable, running water; it 
means having to burn dung and wood and other 
primitive biofuels to provide cooking and indoor 
heating; and it means sputtering kerosene lamps as 
the only source of light after the sun goes down. 
 
The human toll of such energy poverty is incredible. 
According to the World Health Organization, solid 
fuel use causes 1.6 million excess deaths per year 
globally, especially among women and children, 
while waterborne disease is one of the leading 
global killers, ending the lives of over 3 million 
annually -- again, many of them young children -- 
who lack access to clean and safe water supplies. 
 
Image source: WHO 
 
Don’t forget, as well, that the constant time 
requirements of collecting water and fuel keeps 
most women and children in energy poor nations 
locked out of the empowerment and opportunity 
that comes from a basic education and participation 
in the trade economy. 
 

It is not an exaggeration to say that energy poverty 
fuels a cycle of poverty and death that can only be 
broken through access to affordable sources of 
modern energy -- particularly electricity. 
 
But as the economy has grown and access to 
modern energy has begun to end the cycle of 
energy poverty for millions of South Africans, there, 
‘as in other major emerging economies, [energy] 
supply has not kept pace,’ Gordhan writes. ‘To 
sustain the growth rates we need to create jobs, we 
have no choice but to build new generating capacity 
-- relying on what, for now, remains our most 
abundant and affordable energy source: coal.’ 
 
And therein lies the dilemma. 
 
Given the challenges of financing major capital 
projects like power plants in the midst of the Great 
Recession, South Africa and the national utility, 
Eskom, have turned to the World Bank, the African 
Development Bank and the European Investment 
Bank for assistance in financing new electric power 
stations. But their $3.75 billion loan request to the 
World Bank ($3b for a major new coal-fired power 
plant and $750m for new wind and solar facilities) 
now ‘faces stiff opposition,’ according to Gordhan. 
The reason? Concerns about the effect of new coal-
fired power plants on the destabilizing climate. 
 
Gordhan explains: 
 
    South Africa takes climate change and the need 
to reduce fossil fuel emissions extremely seriously. 
... If there were any other way to meet our power 
needs as quickly or as affordably as our present 
circumstances demand, or on the required scale, we 
would obviously prefer technologies -- wind, solar, 
hydropower, nuclear -- that leave little or no carbon 
footprint. But we do not have that luxury if we are 
to meet our obligations both to our own people and 
to our broader region whose economic prospects 
are closely tied to our own. South Africa generates 
more than 60 percent of all electricity produced in 
sub-Saharan Africa. Tight supplies are not just a 
problem for us. 
 
The simple fact is, without access to clean and 
cheap energy sources, developing nations like 
South Africa will continue to turn to coal. They 
must, as the challenges of ending energy poverty 
and pulling millions of their citizens out of poverty 
demands it. 
 
As I’ve written before, until clean and cheap energy 
sources are available for deployment on a massive 
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scale, developing nations like South African will 
remain stuck in the Development Trap: forced to 
either sacrifice climate and ecological security in the 
name of development and poverty alleviation or to 
condemn countless millions of citizens to energy 
poverty in the name of climate protection. 
 
Breaking out of this untenable position is the urgent 
challenge of the century. The only way out of the 
Development Trap, and the only route to 
sustainable development and an end to pervasive 
energy poverty is to make clean energy cheap. On 
that front, the world can’t afford to delay. 
 
Anything else is ultimately counter-productive, 
ineffective, or even cruelly unjust, a point that 
Minister Gordhan appears keenly aware of: 
 
    A question that has to be faced is whether 
stunting growth prospects in our region will in any 
way serve the goal we all share of eliminating 
greenhouse gas emissions over the long term. 
Whatever paths we take toward that goal, whether 
shifting to renewables and nuclear, or finding ways 
to keep harmful gases out of the atmosphere once 
created, the journey will inevitably be costly, 
requiring massive investments in technology, 
research and re-engineering the ways in which we 
live and do business. It will also require a true spirit 
of consensus and collaboration. 
 
    Neither of these requirements will be well served 
by hampering the transitional measures that 
developing countries like ours need to take to get 
themselves on sustainable growth tracks and 
generate the resources they need to play their part 
in preserving our planet. 
 
We must make clean energy cheap. There is no 
time to waste.  
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Switching on to a dark future  
 
March 22, 2010 Edition 1  
 
Glenn Ashton  
 
THOSE responsible for formulating the policies 
required to solve our national energy crisis are 
clearly floundering, all at sea, while the great white 
sharks of international capital circle for the kill.  
 
Our national energy policies are a mess. We have 
signally failed to formulate a comprehensive long-
term energy policy since democracy in 1994, 
instead relying on ad hoc responses by both Eskom 
and politicians.  
 
The incestuous Tweedledum and Tweedledee 
relationship between Eskom and the state 
undermines public participation in formulating 
energy policy. The excessive provision of energy 
capacity by the technocratic central planners of the 
apartheid state enabled the new South Africa to 
ride on the shirt tails of its predecessors. However, 
this capacity was rapidly absorbed, primarily 
through controversial deals with major energy 
consuming industries.  
 
The sweetheart deal between Eskom and Billiton to 
exploit our cheap and dirty power to transform 
Australian bauxite into aluminium and then export 
the profits is both an outrageous abuse of a 
national resource and a cautionary tale. It is a 
relationship that costs us all dearly. We lose 
electricity capacity to corporate predators. The 
public effectively subsidises this cut-rate power sold 
to Billiton below cost. This is effectively 
redistribution from the poor to the rich.  
 
Aluminium, with its massive power requirements, 
has been called solidified electricity. Eskom is 
instrumental in maintaining Billiton as one of the 
world’s six biggest aluminium companies. Billiton is 
also one of 138 Eskom industrial customers that 
receive electricity at between nine and 35 cents a 
kilowatt-hour (kWh) - at a rate that averages 
17c/kWh, for almost 40 percent of Eskom’s total 
output.  
 
This is more than three times less than the 
59c/kWh paid by most South African consumers, 
which is set to rise to around R1/kWh when the full 
National Electricity Regulator (Nersa) approved 
increase has been implemented over the next three 

years. The poor and middle classes, together with 
smaller businesses, are effectively subsidising 
Billiton and 137 other favoured and already wealthy 
entities.  
 
Earthlife Africa recently showed how poor 
consumers who rely on prepaid meters already pay 
about 72c/kW/h - four times more than the average 
discounted Eskom rate.  
 
Billiton is apparently one of two companies with a 
special long-term discount power contract with 
Eskom and gains its profit at our collective expense. 
Do we, as a nation, owe privately held corporations 
a profit, especially if this is at cross-purposes to 
both our individual and national interests? Surely 
Billiton and other wealthy entities should simply pay 
the same as everyone else?  
 
The preferential tariff rate granted by Eskom to 
these companies is by its very nature anti-
competitive. This unfair discount, which arose 
through the government wishing to project an 
atmosphere of business friendliness, severely 
disadvantages smaller companies.  
 
Any energy-reliant start-up enterprise is 
automatically compromised by the massive 
advantages these Eskom subsidies provide. There is 
clearly a role for the competition tribunal to play in 
this sordid saga.  
 
Eskom is a public entity. South Africans have a 
vested interest in the fairness and transparency of 
how this utility is run and its discriminatory 
behaviour is patently unfair.  
 
Public utilities should not be permitted to hide 
behind the cloak of corporate confidentiality. The 
fact is that the state, as Eskom’s sole shareholder, 
has failed to adhere to the corporate governance 
principles that the private sector is required to. 
Eskom does not fulfil its requirements of 
stakeholder participation and transparency as set 
out in the King 3 report (chapter 8), which states 
that the critical role of stakeholders - which in this 
case includes all South Africans - cannot be ignored.  
 
The Eskom board has proven itself incapable of 
projecting or formulating a meaningful energy 
policy and has failed in its charter role of serving 
the people of South Africa. The manner in which 
Eskom, through its inordinate influence on Nersa, 
has forced through inflationary energy policies while 
capping alternative energy supply, can only lead to 
the conclusion that those at the helm of Eskom 
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have lost the plot and are operating beyond their 
mandate.  
 
We should recall, however, that Eskom did 
approach the government in the late 90s to 
highlight that it was rapidly approaching operational 
capacity, and was rebuffed.  
 
Instead pseudo-solutions like the pebble bed 
modular reactor were promised. The state has 
failed to pursue, let alone achieve, proclaimed 
energy targets, particularly in renewable energy.  
 
In 2003 we set a 10 000gWh renewable energy 
target, to be achieved by 2013; to date we have 
installed less than one percent of that goal. Yet 
Public Enterprises Minister Barbara Hogan insists we 
will meet this target! What hope have we against 
such bombastic hubris?  
 
While a renewable energy feed-in tariff was recently 
cemented after years of dithering by Nersa, it is too 
little too late. Had we met proclaimed renewable 
targets we would need to build neither the Kusile 
nor Medupi power stations. Nersa’s dithering has 
been compounded by Eskom’s consistent anti-
competitive bias.  
 
Now the government has insisted that renewable 
energy supply must be capped at unrealistic levels 
and put out to tender. Surely any agency that can 
competitively supply power should be permitted to 
enter the market? This starkly illustrates the 
contradiction of the state being Eskom’s sole 
shareholder, and then in turn using the authority of 
the state to stifle competition.  
 
Hogan’s recent proclamations that we must 
embrace the nuclear option are both premature and 
untested. She ignores that nuclear power will cost 
nearly twice the amount Eskom wishes to charge us 
in three years. The nuclear power plant being built 
in Finland by Areva, identical to the units it wishes 
to build here, is twice over budget and schedule 
and will be lucky to produce power at less than 
R2/kWh. The alternative, US sourced systems, are 
equally problematic.  
 
Last year we rejected the nuclear option as being 
too expensive. Now Hogan expounds on its viability. 
What has changed in six months? This indicates 
staggering incompetence and a lack of consistent 
policy. Lance Greyling of the Independent 
Democrats, who is one of the few politicians with a 
decent grasp of energy policy, has pointed out that 

it is not Hogan’s place to make such proclamations 
before any consultative process has occurred.  
 
Hogan is also panicking about the acute pressure 
being brought to bear by a civil society coalition 
against a World Bank loan, sought to fund Eskom’s 
Medupi coal-fuelled power station. This loan is in 
direct contravention of proposed World Bank 
lending criteria. This loan will also subsidise 
‘tenderpreneurs’ associated with the ANC-linked 
Chancellor House, which in turn has accrued 
interests in the Hitachi Corporation that is 
contracted to provide generation equipment for the 
coal power plants.  
 
Hogan’s counter that this World Bank loan provides 
7 percent (R1.95 bn) for renewables simply 
illustrates the green-wash behind this entire policy 
fiasco. Her claim ignores the fact that this is 8 
percent less than the established government policy 
of the 15 percent renewable mix required in any 
new energy generation capacity.  
 
This all glosses over the fact that the government 
has thrown away at least R15bn on the hare-
brained pebble bed modular reactor, which cost far 
more in lost opportunities as it diverted power 
policy attention from alternative supply options.  
 
Unless there is an urgent review of this whole sorry 
saga we are positioning South Africa to financially 
compromise its good standing, because we cannot 
adequately or competitively power our economy. 
We are being set up for a failure that opens our 
doors to the sharks and vultures of the developed 
world - the World Bank, the International Monetary 
Fund and the rest of the Washington consensus - 
which will put us collectively in hock for generations 
to come, to be paid off with our abundant resources 
and by the sweat of our brows.  
 
The heat being generated by the hands gleefully 
rubbing together in Washington is almost palpable, 
as they look south.  
 
Glenn Ashton is a writer and researcher working in 
civil society. This article first appeared on the South 
African Civil Society Information Service website.  
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Hogan will not divulge details  
March 22, 2010 Edition 1  
 
Public Enterprises Minister Barbara Hogan has 
refused to reveal details of Eskom’s long-running 
contracts with foreign companies like BHP Billiton 
that contributed to the entity’s R9.5 billion loss last 
year.  
 
Hogan told Parliament’s portfolio committee on 
public enterprises she could not bow to pressure to 
do so because some of the companies were in 
competition with each other.  
 
‘There are Eskom customers that are competitors. 
Now we can’t say let’s make this all open to 
everybody, which will make us look pretty silly,’ she 
told MPs.  
 
Eskom is under intense media pressure to reveal 
details of its 25-year contract with mining giant BHP 
Billiton.  
 
Media 24 last week asked for a court order forcing 
Eskom to reveal the price at which it supplies 
electricity to BHP Billiton’s two aluminium smelters 
in South Africa.  
 
They reportedly consume more than 5.6 percent of 
Eskom’s electricity output at discounted prices 
because of a clause in the contract linking the tariff 
to the aluminium price, which nosedived during the 
global economic crisis.  
 
Media 24 claims that if Eskom were to break the 
contract, South Africa’s energy crisis would be at an 
end. However if it continued as is, it would run into 
more trouble as its exposure to demand linked to 
aluminium prices is set to increase dramatically.  
 
Eskom has refused to make public the details of the 
deal on the grounds that it would be detrimental to 
BHP Billiton’s commercial and financial interests.  
 
Hogan said her department was intent on 
renegotiating contracts concluded by the power 
utility during the apartheid-era to attract investment 
into South Africa which have since become 
burdensome to the company because of the 
preferential pricing clauses. - Sapa  
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http://www.moneyweb.co.za/mw/view/mw/en/page
295799?oid=475862&sn=2009+Detail&pid=287226  
 
Moneyweb  
SAfm  
 
22 March 2010 23:11  
Listeners’ questions: Alec Hogg, Wayne McCurrie 
and Ashraf Mahomed  
 
...  
 
PICO: Hello. I just wanted to ask what is the 
function or the work of the foreign reserves that the 
South African Reserve Bank is accumulating? What 
are they used for? Especially in light of the fact that 
the government has then now applied for a loan for 
Eskom. Now, I want to know if the reserves can be 
used to fund Eskom projects. That’s No 1. And 
then, No 2, I want to know if the government gets 
the loan from the World Bank, we as citizens, are 
we not supposed to know the terms of the loan, 
you know the interest, the duration of the loan, and 
so on? And, lastly, what about the other power 
stations that are just standing unused? Why should 
we rush and build new ones when we know there 
are some that that are standing unused? Thank 
you.  
 
...  
 
ALEC HOGG: What about Pico’s comment - and it’s 
a good question and is actually relating something 
that many people would be confused about. We’ve 
got all these foreign reserves in the Reserve Bank - 
why do we have to ask the World Bank for a loan 
for Eskom?  
 
WAYNE McCURRIE: Alec, the foreign reserves is not 
just money that is available. What has happened is 
overseas people bring dollars or pounds or 
whatever to South Africa, and we’ve got to convert 
these into rands. So there is in fact a liability 
against this, because if the foreigners want to take 
their money out of South Africa, we’ve got to take 
the rands that they bought in South Africa, convert 
that back into dollars and pounds and give it back 
to the foreign people. So it’s not just free money, 
it’s not just money that just sits there that you can 
spend as you please. In fact, no-one really owns it. 
It’s actually a liability. The government doesn’t 
really own it, the Reserve Bank doesn’t own it. It’s 
actually a liability for the amount of money over 
time that foreigners have invested in South Africa.  
 
ALEC HOGG: As you say, it’s not free.  

 
WAYNE McCURRIE: Of course, there’s also the 
difference between our imports and our exports. If 
we were running a trade surplus we would be 
accumulating foreign reserves like China. In other 
words, we would be building foreign reserves. But 
in South Africa we actually run a trade deficit, which 
means we import a lot more than we export. And to 
fund that - in other words, we’ve got to pay people, 
and we are not getting in enough money from 
selling stuff - so to pay the foreign people that we 
import stuff from, we’ve got to get foreign investors 
to put their money in South Africa. So it’s not free 
money.  
 
ALEC HOGG: Ashraf, just to continue with Pico’s 
question - we can’t use the foreign reserves, but 
shouldn’t we know the terms of the World Bank 
loan if we are given one, and secondly are there 
power stations that are idle?  
 
ASHRAF MAHOMED: Well, to answer the question 
on the loan, the terms are generally made public 
once the transaction has been signed, and those 
terms are negotiated quite aggressively prior to 
that. So again, one has to put faith in the Finance 
Minister when it comes to negotiating those terms. 
In terms of the power stations that are currently 
dormant, there are some power stations which, if 
they were brought on line, would operate more 
expensively than existing power stations, and 
significantly more expensively than others. That’s 
the first issue. The second issue is our carbon 
footprint as a country. Bringing on old power 
stations could increase the carbon output and we 
are trying to move away from that. So the new 
power stations have the technology to reduce 
carbon output, and are therefore more sustainable 
if one looks 20 to 30 years out. The other thing 
people need to consider is that the DME, the 
Department of Minerals & Energy failed to look out 
20 years hence, and that’s the reason why we’ve 
had rolling blackouts.  
 
ALEC HOGG: And the World Bank is trying to force 
us to become greener, which is not a bad thing, 
because 20 years out we want our children to be 
able to breathe air still.  
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Counterpunch 
 
What Will Robert Zoellick Break Next?  
 
Firms and Financial Institutions; Countries and the 
Climate?  
 
By PATRICK BOND  
 
March 19 - 21, 2010  
 
http://www.counterpunch.org/bond03192010.html  
 
There are two theories about Robert Zoellick, and 
they’ll be tested next month by a World Bank vote 
on a massive South African coal-fired generator 
loan.  
 
The 57-year old Bank president is a nerdy man who 
served as number two at the Bush State 
Department and then in 2007 replaced the 
disgraced, nepotistic Paul Wolfowitz. One theory is 
that Zoellick is brilliant and effective. The other - 
which I’ll defend - is that nearly everything he 
touches, he breaks.  
 
In one corner, writing in CounterPunch in 2005, is 
US foreign policy analyst Tom Barry: ‘At first glance, 
Zoellick could be mistaken for an ideologue, as an 
evangelist for free trade and a member of the 
neoconservative vanguard. But when his political 
trajectory is more closely observed, Zoellick is 
better understood as a can-do member of the 
Republican foreign policy elite - a diplomat who 
always keeps his eye on the prize, namely the 
interests of Corporate America and U.S. global 
hegemony.’  
 
Ideologically, the man stood hand in hand with 
Cheney, Rumsfeld, Perle, Wolfowitz, Bolton, 
Negroponte and the other maniacs, admits Barry: 
‘Zoellick was perhaps the first Bush associate to 
introduce the concept of evil into the construct of 
Bush’s radical overhaul of US grand strategy. A year 
before Bush was inaugurated, Zoellick wrote: ‘A 
modern Republican foreign policy recognizes that 
there is still evil in the world - people who hate 
America and the ideas for which it stands.’’  
 
This, the argument continues, is merely banal 
Washington rhetoric. It should not distract us from 
Zoellick’s deeper capacity to reproduce and 
restructure imperial power. As Central American 
activist Toni Solo put it in CounterPunch in 2003, 
‘Zoellick is neither blind nor crazy. He simply has no 
interest in the massive human cost, whether in the 

United States or abroad, of his lucrative global 
evangelical mission on behalf of corporate 
monopoly capitalism.’  
 
The other theory is more skeptical of Zoellick’s 
efficacy, concluding that he’s not particularly good 
at what he does. Indeed, Zoellick is mainly of 
interest because he represents a global trend of 
Empire in crisis since the Millennium, featuring at 
least three self-immolating traits which he brings to 
next month’s climate showdown at the Bank.  
 
First is the ideological fusion of neoconservatism 
and neoliberalism that Zoellick shares with his 
predecessor Wolfowitz. Both strains are bankrupt, 
by any reasonable accounting. Representing the 
former, Zoellick was at the outset a proud member 
of the Project for a New American Century, and as 
early as January 1998 he went on record that Iraq 
should be illegally overthrown.  
 
As for the latter ideology, ‘Washington Consensus’ 
dogma, Zoellick and IMF managing director 
Dominique Strauss-Kahn had to spend 2009 beating 
a hasty retreat from the austerity-oriented 
economics their institutions intrinsically favor, so as 
to maintain global effective demand with crony-
Keynesianism during capitalist crisis.  
 
Second is Zoellick’s inability to cut global-scale deals 
required to manage the US Empire’s smooth 
dismantling. This we already witnessed in the World 
Trade Organisation’s (WTO’s) demise, on his 2001-
05 watch as the US Trade Representative. Zoellick’s 
bumbling was on display at the Cancun ministerial 
summit in 2003, in disputes with the European 
Union over the US genetic engineering fetish, and in 
his insistence upon bilateral and regional 
alternatives to multilateralism, which has generated 
durable anti-Washington economic sentiment across 
Latin America.  
 
Next, as one of the most senior Bush Administration 
officials in 2005-06, Zoellick achieved practically 
nothing, aside from further wreckage of the US 
image abroad. And as Bank president, appointed 
after Wolfowitz’s fall by Bush (in what is likely the 
last unilateral imposition of a US petro-militarist in 
this role), Zoellick’s efforts during the 2008-09 G20 
deliberations on the world economy and at the 
December 2009 UN Copenhagen climate summit 
were equally unsuccessful.  
 
Actually, dating to the 1996 Montreal Protocol 
banning chlorofluorocarbons, there have been 
approximately zero global-scale deals that 
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affirmatively solve major world problems. Thanks to 
Zoellick and his brothers, US Empire-in-decline is 
just not conceding the resources and power 
required to fix trade, finance, climate, migration, 
military, public health, multilateral governance, and 
similar global-scale crises.  
 
An example is the international carbon market, 
founded by then US vice-president Al Gore in 1997 
at Kyoto through tricking the world into thinking 
Washington would sign the Protocol if US firms 
were given permission to keep polluting at planet-
threatening rates, through offsetting their emissions 
with trades and ‘Clean Development Mechanism’ 
(CDM) investments.  
 
Zoellick’s World Bank strongly promotes carbon 
markets, even though they contain so much 
corruption, speculation and stupidity that the 
carbon price crashed from a high of €33/tonne in 
mid-2008 to €13 after Copenhagen, and on two 
European markets all the way down to €1.50 after 
yet more fraud scandals last week.  
 
Third, at a more profound level, is Zoellick’s 
tendency to deal with economic and ecological 
crises by shifting and stalling them, while stealing 
from those least able to defend.  
 
(As a theoretical aside for political-economy fundis, 
what I call the shifting-stalling-stealing strategy is 
at the heart of the problem, and can be summed up 
in David Harvey’s phrase: ‘accumulation by 
dispossession’. This stage arrives when capital 
exhausts the options it usually has to address crises 
- such as 1973-75, 1980-82, 1989-92, 1997-2001 
and 2007-09, with more to come - through 
traditional means: work speed-up [absolute surplus 
value], replacing workers with machines [relative 
surplus value], shifting the problems around 
geographically [the ‘spatial fix’], and building up 
vast debt and blowing speculative bubbles so as to 
stall crises until later [the ‘temporal fix’]. At this 
stage, capital needs to also loot the non-capitalist 
spheres of society and nature through extra-
economic, imperialist techniques, the way Rosa 
Luxemburg described stealing so well a century ago 
in The Accumulation of Capital and Naomi Klein has 
updated in Shock Doctrine.)  
 
To shift-stall-steal in a three-piece suit, Zoellick’s 
neocon-neolib worldview gives excellent cover, yet 
only up to a point, which we now appear to be 
reaching. That point comes sooner than later in part 
because the institutions needed to keep the game 
in play are cracking up.  

 
To illustrate, Fannie Mae, Enron, Alliance Capital 
and Goldman Sachs were all crucial US imperial 
banksters, instrumental in generating the fictitious 
capital in real estate, energy and other sectors 
which proved so important to the Clinton-Bush era’s 
internal displacement and eventual amplification of 
crises. Goldman continues in this role today.  
 
The first suffered Zoellick as its mid-1990s 
executive vice president, following his several-years 
stint as a senior aide in James Baker’s Treasury (at 
one point Deputy Assistant Secretary for Financial 
Institutions Policy), just prior to the 1988-90 
Savings&Loan crisis, itself a function of the 
financial-deregulatory era that gave us mortgage-
backed securities. By the middle of the last decade, 
Fannie Mae was so far in the red due to subprime 
lending through those securities, that a massive 
state bailout was needed.  
 
(And speaking of Baker, Zoellick served as his main 
assistant in the notorious December 2000 
presidential vote recount in Florida, so destructive 
of those last vestiges of US democracy, thanks to 
the open racism and right-wing bullying of Zoellick’s 
thugs.)  
 
The second firm, which cracked in 2002, boasted 
Zoellick as a senior political and economic advisor in 
1999. Records are not available as to how 
implicated Zoellick was in Enron’s electricity 
gambles, so painful to Californians and investors. 
However, as Board member of the third firm, 
Alliance, Zoellick was party to late 1990s oversight 
of Alliance Capital’s investments in Enron which led 
to multiple fraud lawsuits and vast losses for 
Alliance’s clients, including the state of Florida.  
 
The fourth bank, Goldman Sachs, which Zoellick 
served as a leading international official in 2006-07, 
has done well only through illegal, immoral deals 
and crony-capitalist bailouts linking Bush and 
Obama econocrats. In the process, Goldman Sachs 
has come to enjoy an unprecedented amount of 
popular brand awareness in the US and Europe, 
albeit not particularly favorable.  
 
What gives any observer hope from Zoellick’s c.v. is 
its pure, consistent, world-class geopolitical, 
economic, environmental and diplomatic self-
destructiveness. He is so bad, he has zero credibility 
among sensible people.  
 
Moreover, if the World Bank joins FannieMae, 
Enron, Alliance Capital, Goldman’s reputation, the 
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WTO, Bushite foreign/military policy (not to mention 
a million Iraqis and thousands of US soldiers), and 
other notches on Zoellick’s belt, future generations 
may be spared the implications simply because he 
will utterly foul his own nest.  
 
This process will become glaringly evident as early 
as April 8, when Zoellick attempts to sell his Board’s 
Executive Directors an incompetent, corrupt, 
underdevelopmental, eco-disastrous loan to a 
corrupt regime, the African National Congress 
(ANC). It will add 5% to the foreign debt, which has 
soared since 2006 due to outflow of capital and 
amongst the world’s highest current account 
deficits.  
 
Winnie Madikizela-Mandela, the ex-wife of our first 
post-apartheid president, Nelson Mandela, last 
week revealed to an Italian journalist  
(whether on or off record is in dispute) how the 
ANC leadership sold out to white business elites.  
 
The current South African president, Jacob Zuma, 
pressured the country’s national prosecutor to drop 
scores of corruption charges against him just days 
before last year’s election. (That must have really 
impressed Zoellick, whose institution issued a new 
Africa Development Indicators report last week, 
ironically entitled ‘Silent and lethal: How quiet 
corruption undermines Africa’s development efforts.’ 
The new coal loan should be Case Study #1, but 
instead the Bank mainly blames teachers and 
doctors for slacking off.)  
 
Such context clarifies why the ANC continued the 
apartheid-era gift of the world’s cheapest electricity 
to the world’s biggest mining/metals companies, 
such as Anglo American Corporation (formerly 
based in Johannesburg, now London) and BHP 
Billiton (also ex-SA, now Melbourne). This 
multibillion dollar gift is anticipated to continue in 
coming years when Zoellick’s proposed $3.75 billion 
World Bank loan helps the Pretoria government 
build the world’s fourth largest coal-fired power 
plant, leaving the apartheid deals intact.  
 
Corruption is rife, with a reported $700 million 
scheduled to flow into ANC coffers from Hitachi, for 
its successful tender on a multi-billion dollar 
contract to build boilers for the $18 billion Medupi 
plant (boilermaking is not a typical ANC staffer’s 
speciality but everyone can learn new trades).  
 
The borrower, a parastatal corporation called 
Eskom, began raising prices to retail consumers by 
more than triple the inflation rate in 2008. From 

2007 to 2012, the price of a month’s normal 
electricity use in an ‘average township household’ is 
anticipated to rise 127% in real terms, according to 
Eskom. These price increases will have an extreme 
adverse impact, leading to massive disconnections 
(and illegal reconnections, hence electrocutions) of 
poor households.  
 
Ironically, World Bank staff insist that the proposed 
Eskom loan will have a ‘developmental’ impact. An 
international coalition of more than 200 groups led 
by 65 red-green organizations in South Africa, 
vigorously object, and protests are mounting. Many 
recall the Bank’s last loans to Eskom, from 1951-67, 
when zero black South Africans received electricity, 
which was reserved for white business and 
households.  
 
The World Bank is in an untenable position. Zoellick 
is soon to issue a new Bank energy policy and he is 
also campaigning to take on additional 
responsibilities for channeling finance related to 
climate change. The proposed Eskom loan should 
disqualify the World Bank from any further role in 
climate-related activities.  
 
In advance of the Bank’s $180 billion 
recapitalization bid at the April 24-25 Spring 
Meetings, critics are ready to take even more 
vigorous action against the bank itself. This could 
include revival of the ‘World Bank Boycott’ which 
cost the institution support from many major 
bondholders over the past decade (including the 
world’s largest pension fund, the cities of San 
Francisco and Cambridge, the Calvert Group and 
many university, labor and church endowment 
funds).  
 
Back to our opening question: is Zoellick clever or a 
pompous self-saboteur? From this angle he appears 
anxious, as ever, to defend the shortest-term of 
Empire’s interests, and once again, in the process 
break a great deal more.  
 
Patrick Bond, director of the Centre for Civil Society 
in Durban, is doing talks on climate politics on the 
US West and East coasts in early April; see 
http://www.ukzn.ac.za/ccs for details.  
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Court papers demand details  
 
Pressure on Eskom to reveal ‘sweet’ deals  
 
March 19, 2010 Edition 1  
 
Tony Carnie  
 
ESKOM is under growing pressure on several fronts 
to come clean about its ‘sweetheart deals’ with 
aluminium producers and other big companies 
thought to be enjoying cut-price electricity at the 
expense of ordinary consumers and small business.  
 
Eskom has been asked in court to reveal full details 
of the prices it charges BHP Billiton, which has two 
power-guzzling aluminium smelters in Richards Bay 
and Maputo.  
 
In Parliament, DA MP Pieter van Dalen has asked 
Eskom to disclose similar details on the BHP 
contract to members of the public enterprises 
portfolio committee. Van Dalen plans to raise the 
issue at a parliamentary portfolio committee 
briefing today.  
 
In papers lodged this week, the Media24 group has 
demanded access to information on the contracts 
on the basis that it is in the public interest.  
 
Media24 specialist writer Jan de Lange said there 
were several indications that Eskom was losing 
billions of rands because of the contract and that 
ordinary people were subsidising BHP Billiton via 
sharply rising domestic power tariffs.  
 
The indications were that Eskom had committed 
itself to a ‘multi-decadal contract’ with BHP Billiton, 
which might only expire in 2025. De Lange said 
limited disclosures made by Eskom in recent annual 
reports made it clear that BHP Billiton had ‘profited 
substantially’ at the expense of Eskom and other 
electricity customers.  
 
The application was lodged against Eskom, with 
BHP Billiton and the justice and constitutional 
development minister as co-respondents.  
 
De Lange says in court papers that he made an 
initial request for contract details in June last year 
in terms of the Promotion of Access to Information 
Act. When Eskom refused, he lodged a second 
request in September. He wanted to know who 

signed the deal, when it was signed, when it would 
expire and how much BHP Billiton paid for power.  
 
Eskom replied in November, refusing to release the 
information on the grounds that it was ‘highly 
confidential’.  
 
De Lange said former Eskom chairman Bobby 
Godsell was quoted last year as saying that some of 
its long-term contracts were ‘problematic’ and it 
was necessary to renegotiate them.  
 
Media24 argues that the ‘overwhelming public 
interest’ in the matter should outweigh provisions in 
the Promotion of Access to Information Act, which 
limit disclosure of commercial information.  
 
Eskom could not simply rely on confidentiality 
clauses to refuse requests for information.  
 
In this case, the public had a right to know the full 
details of the contract, since its smelters consumed 
more than 5 percent of Eskom’s electricity.  
 
‘Therefore, if Eskom had not been supplying 
electricity to the smelters in terms of these two 
contracts in November 2008, the public would have 
faced either no blackouts or certainly far fewer 
blackouts.  
 
‘The terms of the contracts, and particularly their 
duration, are thus highly relevant to the stability of 
the public’s electricity supply.’  
 
Eskom’s apparent losses of R9.5 billion as a result 
of the deal meant its balance sheet and credit 
ratings were destabilised and made it increasingly 
difficult for Eskom to raise money for expansion 
projects.  
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The Mercury 
 
Transparent prices as clear as mud  
 
Attempts to get information from Eskom are met 
with the standard ‘confidentiality’ response.  
 
March 19, 2010 Edition 1  
 
ESKOM acknowledges that its power prices for 
industry and mining are considerably cheaper than 
residential prices, yet it says its big customers 
subsidise the cost of electricity for South Africa’s 
poorest communities.  
 
‘We have never disputed that our average prices for 
big customers are cheaper than residential tariffs - 
and there are some very logical and straightforward 
reasons for this,’ spokesman Andrew Etzinger says 
in responding to recent criticism of the monopoly 
power company’s price structures.  
 
In a nutshell, Eskom and the Chamber of Mines 
argue that industrial and mining tariffs are cheaper 
because of economies of scale.  
 
In other words, it costs much less to supply one big 
customer because there is just one high-voltage 
power connection, one meter and one electricity 
bill.  
 
But when it comes to linking up millions of homes 
scattered in remote locations in all nine provinces, 
the costs begin to rocket.  
 
With residential power, the high voltage that is 
cranked out from Eskom’s power stations has to be 
‘stepped-down’ from 400 000 or 275 000 volts to 
the much lower voltage levels used in homes.  
 
This requires more transformers, substations, power 
cables, meters, billing systems, and higher 
collection and administration costs.  
 
While this argument may be partly true for lower-
income residential customers who receive their 
power directly from Eskom, it tends to fall flat in 
justifying some of the high basic costs for home 
customers who get their power through 
municipalities.  
 
In the case of municipal home power, big cities and 
towns shoulder the extra cost of distribution by 
transforming high voltage to lower voltage through 
their substations, transformers, metering and bill 
collection.  

 
But many municipalities charge fat mark-ups for 
taking on these costs, which don’t come cheap.  
 
A single high-voltage transformer costs about R27 
million and a city like Durban has 6 000 substations 
within its boundaries.  
 
Last year, Durban bought nearly R2.6 billion in 
electricity from Eskom and sold it for R4.6bn to 
nearly 650 000 customers.  
 
The city also has a special division devoted to 
designing tariffs and taking care of the needs of its 
biggest 800 customers who bring in nearly 40 
percent of the revenue.  
 
According to its latest annual report, eThekwini 
Electricity charged residential customers and 
businesses roughly 50 cents/kWh in 2008/09, while 
bulk industrial customers paid only 34 cents.  
 
While these municipal costs are at a similar level to 
Eskom tariffs for these customers, Eskom tariffs do 
not seem to reflect the total costs of making 
electricity.  
 
Overall, the highest cost lies in the generation - 
building huge power stations and buying coal to 
burn into electricity. This makes up roughly  
70 percent of the total power cost.  
 
Transmission makes up about 10 percent of costs 
and distribution about  
20 percent.  
 
But Etzinger notes that not all customers are the 
same. Some use more power at night and some are 
close to the Mpumalanga power stations, while 
others lie more than 1 000km away.  
 
And, to reduce power consumption during the 
critical morning and evening ‘peak’ loads when most 
South Africans are burning electricity at home, 
Eskom offers financial incentives to big industries to 
reduce power consumption.  
 
This is done by charging higher time-of-use tariffs 
in peak hours and a much lower price during the 
off-peak periods.  
 
Extra discounts are offered to industries during the 
cold winter nights, when more home heaters are 
burning.  
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Measured against an international scale, Eskom’s 
prices are among the cheapest to be found 
anywhere in the world - for industry and homes.  
 
Eskom tariffs also seem to mirror the trend in many 
industrialised nations, where big business generally 
pays far less for power than residential customers 
(see comparative graphs).  
 
For example, Danish, Norwegian, French and 
Portuguese industries pay almost 100 percent less 
than ordinary citizens.  
 
The differential is less pronounced in other 
countries, such as Singapore, Poland, Turkey and 
the Czech Republic, where industrial and residential 
tariffs are roughly the same.  
 
At the opposite end of the spectrum, power tariffs 
are significantly cheaper for citizens than for 
industry in India, Mexico and China.  
 
Yet in a developing country like South Africa, where 
the lion’s share of electricity is consumed by big 
industry and commerce - 76 percent as opposed to 
about 18 percent by residents - the Eskom tariffs 
seem to be out of kilter with the fact that 70 
percent of the cost of electricity comes from the 
expense of burning coal and building power 
stations.  
 
In a recent submission to the regulator, Nersa, 
Eskom argued that it was a ‘common 
misconception’ that residents subsidised low 
industrial power prices.  
 
The company believes that simplistic comparisons 
between average home tariffs (54 cents) and 
average industrial tariffs (22 cents) do not take into 
account some of the factors raised earlier in this 
article.  
 
Eskom also argues that its biggest industrial 
customers, grouped in the Megaflex tariff bracket, 
contribute about R4bn a year to subsidise power for 
poor households.  
 
The methodology for calculating this estimate is not 
explained, however.  
 
Other Eskom documents also acknowledge that 
some of their calculations for average power prices 
specifically exclude their ‘special pricing agreements 
with selected industrial customers’.  
 

And, although Eskom holds up its annual tariff book 
as ‘proof’ of transparency, the price structures laid 
out in this book are likely to be as clear as mud to 
the average residential customer.  
 
Simply put, without direct knowledge about the 
identity of each customer and individual power 
consumption levels, it remains virtually impossible 
to ascertain what each large company pays.  
 
Tristen Taylor, energy research co-ordinator of the 
Earthlife Africa watchdog group, says the existence 
of several special tariffs for several as yet 
undisclosed customers has undermined Eskom’s 
claim of being transparent.  
 
In February 2007, Taylor tried to find out how much 
the Canadian-based Alcan group would pay for 
electricity at its proposed Coega aluminium smelter 
in the Eastern Cape.  
 
He sent a detailed set of questions to Alcan, Eskom 
and the Department of Trade and Industry seeking 
information under the Promotion of Access to 
Information Act.  
 
The department revealed that the special 
agreement with Alcan under the new 
Developmental Electricity Pricing Policy would 
remain in place for  
25 years.  
 
But most of Taylor’s questions came back 
unanswered, prefaced with the standard phrase: 
‘Disclosure of this information would constitute a 
breach of duty owed to a third party in terms of an 
agreement... etc.’  
 
One of Taylor’s questions related to the financial 
penalties and cancellation fees for each party if the 
deal went sour.  
 
Soon after he raised the questions, the deal did in 
fact go sour because of the Eskom power crisis. So 
it remains unclear what penalties Eskom might be 
paying for its apparent foolhardiness in offering 
huge volumes of electricity to a foreign 
multinational group at cut prices when the writing 
was on the wall about an impending collapse of 
national electricity capacity.  
 
The Mercury also sent detailed questions to Eskom 
in early 2007 requesting tariff information and 
power consumption figures for 36 of its largest 
customers.  
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Eskom took three weeks to respond and, once 
again, most questions remained unanswered or 
brought the now-familiar rejoinder: ‘Eskom does not 
disclose details of its agreements with customers in 
the media.  
 
‘Confidentiality clauses in these agreements do not 
allow this.’  
 
Until Eskom is compelled to shed more light on its 
murky tariff structures, its claim to be transparent 
will continue to ring hollow.  
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Business Report  
 
Business Watch: Eskom loan opposition is attack on 
poor - Peters  
 
March 19, 2010  
 
ID MP Lance Greyling obviously got under the skin 
of Energy Minister Dipuo Peters when he recently 
called on the World Bank not to provide a loan to 
Eskom because the ANC had an interest - through 
its investment arm, Chancellor House - in the build 
programme of new power stations at Medupi and 
Kusile.  
 
Yesterday during question time in the national 
assembly, Peters - who previously said at a news 
conference that she had not applied her mind to the 
matter of the conflict of interest of a political party 
having an interest in a public investment - said: ‘I 
just want to say it is really painful and 
disappointing... to get an honourable member of 
this house (calling on the World Bank) not to 
approve the loan to Eskom.’  
 
To applause from ANC benches, she accused 
Greyling of displaying ‘a high level of unpatriotic 
behaviour’ as well as having ‘a lack of empathy’ 
with the poorest of the poor and low-income 
people, arguing they would have to carry the 
burden of the tariff increase in the absence of the 
loan.  
 
‘We will have to make sure that we then take 
money from other sources to fund the Eskom 
programme,’ she argued.  
 
‘If we really care for the people who vote for us, we 
would be able to understand why it is important to 
get sponsorship as loans for Eskom. It is important 
that we understand that this World Bank loan is not 
an ordinary loan... it will bring on renewable 
energies, clean technologies.’  
 
It would add to the diversity of energy sources, the 
minister told MPs, noting South Africa needed to 
move away from an over-reliance on fossil fuels.  
 
The minister was about to say something about the 
ANC’s interest when the bell ended her contribution 
to the debate.  
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Times  
 
Hogan doesn’t give Eskom deal details  
Mar 19, 2010 3:24 PM | By Sapa  
 
Public Enterprises Minister Barbara Hogan on Friday 
refused to reveal details of Eskom’s long-running 
contracts with foreign companies like BHP Billiton 
that contributed to the entity’s R9.5 billion loss last 
year.  
 
Hogan told Parliament’s portfolio committee on 
public enterprises she could not bow to pressure to 
do so because some of the companies were in 
competition with each other and indiscretion would 
make Eskom look ‘silly’.  
 
‘There are mines that are in that world that are in 
competition with each other. There are Eskom 
customers that are competitors.  
 
Now we can say let’s make this all open to 
everybody, which will make us look pretty silly,’ she 
told MPs.  
 
Eskom is under intense media pressure to reveal 
details of its 25-year contract with mining giant BHP 
Billiton.  
 
Sake24 this week asked for a court order forcing 
Eskom to reveal the price at which it supplies 
electricity to BHP Billiton’s two aluminium smelters 
in South Africa.  
 
They reportedly consume more than 5.6 percent of 
Eskom’s electricity output at discounted prices 
because of a clause in the contract linking the tariff 
to the aluminium price, which nosedived during the 
global economic crisis.  
 
Sake24 claims that if Eskom were to break the 
contract, South Africa’s energy crisis would be at an 
end. However if it continued as is, it would run into 
more trouble as its exposure to demand linked to 
aluminium prices is set to increase dramatically.  
 
The troubled national electricity supplier has 
refused to make public the details of the deal on 
the grounds that it would be detrimental to BHP 
Billiton’s commercial and financial interests.  
 
Hogan said her department was intent on 
renegotiating contracts concluded by Eskom during 
the apartheid-era to attract investment into South 
Africa which have since become burdensome to the 

company because of the preferential pricing 
clauses.  
 
‘The matter is being pursued actively at the 
moment. In the days of free electricity we could 
afford such expenditure. Nowadays that is 
problematic,’ she said.  
 
Hogan said reports that Eskom was stuck with 138 
such deals were baseless.  
 
‘Let me make very clear that there is not a notion 
here that Eskom is engaged in a myriad of 
confidential secretive agreements that are not 
regulated. ‘  
 
There were a ‘small number’ of such deals and their 
terms were not being hidden from government, 
Hogan said, adding that she had been briefed on 
them by acting Eskom CEO Paul Makwana.  
 
‘I have received a confidential briefing from him on 
those matters so I do have sight of what these 
matters are about. We too are equally concerned.’  
 
She was responding to a question from MPs on 
whether the state had any say in major contracts 
concluded by Eskom.  
 
The preferential pricing contracts are seen as part 
of the reason not only for Eskom’s losses but for 
annual 25 percent tariff increases that will be 
imposed on South Africans to make up the shortfall 
in funding for its infrastructure expansion 
programme.  
 
Acting director general of public enterprises Sandra 
Coetzee confirmed that before concluding 
significant contracts, state-owned enterprises had 
to seek the approval of the department.  
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The Mercury 
 
Sour taste over ‘sweetheart’ deals  
 
March 18, 2010 Edition 1 
 
By Tony Carnie  
 
RECENT press reports about ‘sweetheart’ power 
prices for some of Eskom’s 138 biggest customers 
have outraged ordinary South Africans, soon to be 
walloped with hefty tariff hikes.  
 
Last week, Eskom hotly denied claims that some of 
its customers were paying as little as 6c to 9c a 
kilowatt-hour when suburban residents braced 
themselves for municipal tariff hikes which would 
push the price of home power to somewhere 
between 80c-90c/kWh from July 1.  
 
Within three years, suburban tariffs are expected to 
climb further, to around 115c-120c/kWh for homes 
using more than 600kWh.  
 
The government-owned power company was 
responding to questions by DA MPs Pieter van 
Dalen and Elza van Lingen in parliamentary sub-
committee meetings.  
 
Since then, Van Dalen has been accused of 
‘sensationalising’ the issue of low prices, although 
recent Eskom reports strongly suggest that 
multinational mining and resources giant BHP 
Billiton paid around 11c/kWh in 2008 and around 
14c/kWh last year. The company is not named in 
the Eskom annual reports, but identified simply as 
one of three ‘international end- users’.  
 
Subsidising  
 
Separate analysis of these reports by the Earthlife 
Africa group suggests that Eskom is effectively 
subsidising some of its customers by selling them 
electricity at tariffs far below the actual cost of 
producing the power.  
 
One example is the Mozal aluminium smelter in 
Mozambique which paid roughly 14.8c/kWh for 
power last year at a time when Eskom calculated its 
‘average total cost’ of producing electricity at 27.3c 
a unit.  
 
During 2008, Mozal appears to have paid just 11.8c 
a unit, when Eskom costs were estimated at 18.9c.  
 

‘Eskom’s own data shows that it is selling power to 
some of the largest and richest multinational 
corporations on the planet at below the cost of 
production. So it has become crucial to open up 
some of these contracts for public debate and 
scrutiny rather than hiding behind ‘commercial 
secrecy’ arguments,’ said Earthlife spokesman 
Tristen Taylor.  
 
When Van Dalen was asked about the source of his 
information on cheap industrial tariffs this week, he 
said: ‘Yes, there is substance to our information.  
 
‘Clearly, some of the conclusions have to be based 
on intelligent supposition when you are dealing with 
a climate of secrecy, but Brian Dames of Eskom 
Generation also told the portfolio committee on 
public enterprises that 9c was being paid by some 
of these companies. It’s not something we just 
sucked out of our thumbs.’  
 
According to Van Dalen, BHP struck a cut-price deal 
before 1994 when Eskom had spare capacity. While 
the tariff was linked to fluctuating commodity 
prices, BHP smelter tariffs would allegedly never 
rise above 17c/kWh until the contract expired at an 
undisclosed date. ‘We don’t want to push them 
away from South Africa - but surely BHP needs to 
come to the party if their tariffs have not gone up 
for 10 to 15 years. There is no incentive for them to 
save power or to generate their own power when 
they have guaranteed rock-bottom prices like this. 
It’s just not fair on the rest of the country.’  
 
Eskom and regulator Nersa have denied 
suggestions that big industry price structures are 
secret - with the exception of a limited number of 
customers which include ‘an aluminium smelter in 
Mozambique and two mines in Namibia’.  
 
They said the identity of the companies and exact 
tariffs had to remain ‘confidential’, yet the broad 
outline of the BHP sweetheart power deal has been 
an open secret for several years.  
 
The group has three power-hungry aluminium 
smelters in the region - two at Richards Bay and a 
third near Maputo, which collectively consume more 
than 5 percent of Eskom’s total capacity.  
 
Though the first deal for the Bayside smelter was 
signed before 1994, subsequent expansions at 
Hillside and the newer Mozal smelter seem to have 
been blessed by former president Thabo Mbeki.  
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At a smelter opening ceremony in Maputo in 
October, 2003, former BHP chief executive Chip 
Goodyear said: ‘I need also to pay tribute to 
President Mbeki. If it were not for some of the 
decisions made by the South African authorities and 
the state utility Eskom, southern Africa would not 
have a Hillside smelter, nor a Mozal smelter, indeed 
probably not even a southern African aluminium 
industry which will soon supply some 7 percent of 
the world’s aluminium production.’  
 
Together, the three smelters devour over 2 000MW 
of power at one time - more than the city of Durban 
and its biggest industries. This has caused a series 
of windfall losses by Eskom in recent years. Last 
year, Eskom reported a loss of more than R9.5 
billion associated with the cheap smelter contracts 
and a R1.6bn loss in 2008 for the same reasons.  
 
Yet, despite similar significant smelter losses, South 
Africa signed a new sweetheart power deal in 2007 
with Canadian-based Alcan Inc, on the eve of South 
Africa’s biggest power crisis.  
 
The new long-term deal with Alcan for a 1 350MW 
aluminium smelter at Coega in the Eastern Cape is 
thought to have been the first contract under the 
Development Electricity Pricing Policy (Depp) which 
offers lucrative but strictly confidential sweeteners 
for foreign industries to invest in South Africa, 
including ‘developmental electricity tariffs’.  
 
The Depp guidelines make it clear that selected 
customers ‘may be exempted from contributing to 
cross-subsidisation of other customers’.  
 
While tariffs could be adjusted every year, the 
guidelines give the cosy assurance that ‘adjustment 
is expected to happen infrequently, if ever’.  
 
The policy has a strict confidentiality clause which 
prohibits anyone from Nersa, Eskom and 
government departments from revealing any 
information about the benefits given to special 
customers.  
 
While the Alcan deal collapsed in the aftermath of 
the January, 2008, Eskom power crisis, it 
nevertheless signalled that the doors of the post-
apartheid government remained wide open for 
special deals with select customers.  
 
Significantly, President Jacob Zuma also had a 
private meeting with Anglo American boss Cynthia 
Carroll during his recent state visit to London, to 
discuss industrial policy issues.  

 
Anglo is one of the three largest suppliers of coal to 
Eskom power stations, and also one of its biggest 
electricity buyers.  
 
And while it may be simple coincidence, eyebrows 
have been raised about past migrations of some 
very senior officials between Eskom, BHP and 
power regulator Nersa.  
 
For example, former Nersa CEO Xolani Mkhwanazi 
resigned in 2004 to head BHP Billiton aluminium 
operations. He later became chief operations officer 
of BHP’s local corporate relations arm and now 
chairs the group’s South African operations.  
 
Eskom treasurer and executive director Mick Davis 
joined BHP predecessor Gencor in 1994. After a 
spell as chief financial officer of Billiton plc from 
1997 to 2001 he became chief executive of Xstrata, 
which also supplies coal to Eskom.  
 
A third notable ‘migrant’ was Derek Keys, former 
Gencor CEO who became finance minister in the 
post-1994 government. Soon afterwards he moved 
to Gencor’s new home in London, before this 
formerly South African-based company 
transmogrified into the global BHP Billiton group.  
 
Observers also speculate that the scuppered Alcan 
smelter deal at Coega might be resurrected at some 
point in the near future if Eskom decides to build 
South Africa’s second nuclear power station. Earlier 
this month, Eskom environmental consultants 
identified the little hamlet of Thyspunt as their first 
choice site for a massive 10 000MW reactor. 
Thyspunt is just 80km south of Coega.  
 
Transparent  
 
Eskom and Nersa remain adamant that the vast 
majority of local power tariffs are transparent and 
fair and published every year on Eskom’s website.  
 
Yet Nersa full-time regulator Thembani Bukula 
remained cautious this week about revealing actual 
prices for certain customers.  
 
‘Each of the 138 big customers referred to have 
unique and confidential contracts (as defined in the 
Promotion of Access to Information Act, 2000) that 
cover the unique nature of their business.’  
 
Such guarded responses have fuelled suspicions 
that Eskom has failed to come clean.  
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Speaking on condition of anonymity, a senior 
manager of a large municipal electricity department 
said: ‘I’m not sure that ‘secret’ is the right word, but 
some of those tariffs are very secretive. Eskom 
keeps the tariff structures close to their chests.  
 
‘Yes, there is an Eskom tariff book, but to my 
knowledge some of the bigger ‘contract deals’ are 
not reflected in that tariff book. I’m talking about 
contracts with the likes of the Mittals and BHP 
Billitons of this world.’  
 
Referring to the group of nearly 40 companies 
which collectively use more than 40 percent of the 
country’s total power supplies, he said: ‘The Energy 
Intensive Users Group (EIUG) is a powerful lobby 
and some of its members seem to escape the cross-
subsidisation element of the other tariffs. So big 
industries are not really contributing to the social 
element of electricity tariffs.’  
 
ID MP Lance Greyling also remains suspicious.  
 
‘Eskom doesn’t want to tell us too much because 
other customers will start demanding the same 
prices as well.  
 
‘Until they do tell us, no one will really know what 
the truth is. So we just have to keep digging until 
they give us some straight answers.’  
 
# The Mercury will publish Part 2: Eskom’s 
Transparent Prices as Clear as Mud tomorrow.  
 
SA’s biggest power guzzlers  
 
# AECI  
 
# Afrox  
 
# Air Products SA  
 
# Anglo Operations Ltd  
 
# Anglo Platinum  
 
# Anglo Coal  
 
# Anglogold Ashanti  
 
# ArcelorMittal SA  
 
# Assmang Ltd  
 
# BHP Billiton SA Ltd  
 

# Cape Town Steel & Iron Works  
 
# Columbus Stainless (Pty) Ltd  
 
# Consol Glass (Pty) Ltd  
 
# De Beers Consolidated Mines  
 
# Exxaro Resources  
 
# GFL Mining Services  
 
# Harmony Gold Mine Company Ltd  
 
lHighveld Steel  
 
# Hillside Aluminium Limited  
 
# Implats  
 
# Kumba Iron Ore Ltd  
 
# Lonmin Platinum  
 
# Mondi Ltd  
 
# Pretoria Portland Cement  
 
# Pulp United (Pty) Ltd  
 
# Rand Water  
 
# Richards Bay Minerals  
 
# SA Calcium Carbide  
 
# The South African Breweries Limited (SABMIller)  
 
# Samancor Manganese  
 
SAPPI Management Services (Pty) Ltd  
 
# Sasol Synfuels Ltd  
 
# Scaw South Africa (Pty) Ltd  
 
Sishen Iron Ore Company (Pty) Ltd  
 
# Transnet Ltd  
 
# Xstrata Alloys SA (Pty) Ltd 
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United Democratic Movement  
Parliament  
 
This looting must stop - Holomisa  
Bantu Holomisa  
18 March 2010  
 
UDM leader says his party has no confidence in the 
Zuma government  
 
SPEECH BY MR BANTU HOLOMISA, MP IN THE 
NATIONAL ASSEMBLY, MOTION OF NO 
CONFIDENCE IN THE PRESIDENT OF THE 
REPUBLIC, March 18 2010  
 
Mr Speaker and honourable Members  
 
Last year in this House we asked the President 
about the political connections of companies called 
Clident 1 and Clident 445 PTY LTD, which had an 
interest in the sale of Vodacom shares by Telkom. 
To date he has not responded.  
 
This year we asked the President in this House 
about the massive financial benefit for the ANC 
from the Eskom/Hitachi deal, which will be partly 
funded with unpopular tariff hikes and a World Bank 
loan. Again he failed to respond. Now we are being 
rushed to agree to a huge World Bank loan for 
Eskom, just as it was with the Arms Deal. One 
begins to wonder whether the recent electricity 
crisis was purposefully staged to create a state of 
panic, to ensure the approval of this massive Eskom 
project for the benefit of the ruling party. 
Meanwhile the majority of citizens of this country 
are in a state of hopelessness.  
 
The UDM does not have confidence in the ANC and 
its leadership in Government - it is no better than 
the Mbeki administration. This looting must come to 
a stop. I’m reminded of the German expression that 
the troughs haven’t changed, only the pigs feeding 
from them.  
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SOUTH AFRICA RECEIVES SWEDEN’S HELP TO 
DEVELOP CLEAN ENERGY  
 
PRETORIA, March 18 (NNN-AFROLNEWS) - The 
Swedish government has promised to help South 
Africa develop more renewable energy sources as 
the two countries vow to fight the devastating 
effects of climate change.  
 
Briefing the media following their meeting in 
Tuynhuis on Wednesday, Deputy President Kgalema 
Motlanthe and Sweden Deputy Prime Minister Maud 
Olofsson both committed themselves to working 
towards cleaner energy ahead of the climate 
change talks in Mexico later this year, the 
government BuaNews agency has reported.  
 
While South Africa relies heavily on coal for its 
energy, Sweden is committed to clean energy with 
50 percent of that country’s energy coming from 
renewable energy sources.  
 
Olofsson said Sweden supports the World Bank’s 
loan to power utility Eskom and has defended South 
Africa’s use of coal. ‘South Africa is not alone; there 
are many countries that use coal as the main 
source of energy as they grow their economies,’ she 
said.  
 
Motlanthe said the scope of the discussion in the 
meeting on national, regional and global issues of 
common interest confirmed ‘the longstanding, 
sincere and mutually beneficial relationship’ 
between the countries.  
 
Both countries emphasised the importance of a 
truly global legally binding agreement on mitigating 
the effects of climate change. They said the 
Copenhagen accord, reached in Denmark, should 
give direction to the negotiations leading up to a 
global agreement under the United Nations 
Framework Convention on Climate Change.  
 
They agreed that all countries have a responsibility 
to take action in line with the principle of common 
but differentiated responsibilities and that South 
Africa will play a key global role as host of COP17. - 
NNN-AFROLNEWS  
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Bloomberg 
 
Naspers Sues Eskom to Disclose BHP Power 
Discount 
 
March 18, 2010, 11:23 AM EDT 
 
 By Carli Lourens 
 
March 18 (Bloomberg) -- Naspers Ltd.’s newspaper 
and online news unit sued Eskom Holdings Ltd. to 
disclose the details of contracts under which BHP 
Billiton Ltd.’s southern African aluminum smelters 
are supplied with power at a discounted rate. 
 
The accords were unprofitable in Eskom’s last fiscal 
year. The agreements could jeopardize the state-
owned power utility’s ability to supply the country 
with power and will push up electricity costs for 
consumers, Jan de Lange, an employee of the 
Naspers unit, Media24 Ltd., said in an affidavit filed 
with the South Gauteng High Court in Johannesburg 
on March 16. 
 
The BHP-operated smelters in South Africa and 
Mozambique can use as much as 2,150 megawatts 
of Eskom’s power, equivalent to more than 5 
percent of the utility’s installed capacity. Eskom, 
which supplies almost all of South Africa’s power, 
has been authorized by a state regulator to boost 
power prices by 24.8 percent from April as it 
struggles to finance a five-year, 460 billion-rand 
($63 billion) expansion program. 
 
The utility is trying to avoid a repeat of power 
outages that shut most of the country’s mines and 
metal smelters for 5 days in January 2008. It has 
been granted permission to impose similar price 
increases in the next two years. 
 
Access to Information 
 
The court application was made after Eskom 
refused a request from Media24 for access to 
information under the Public Access Information 
Act, according to De Lange’s affidavit. 
 
‘It appears that the contracts are responsible for at 
least part of Eskom’s 3.2 billion-rand operating loss 
for the year ended March 2009,’ De Lange said. 
 
Eskom posted a 9.75 billion-rand net loss for the 
year through March 31 last year and said Aug. 27 it 
will review the pricing arrangement with BHP. 
 
Eskom’s revenue from BHP is linked to commodity 

prices and currency exchange rates, which cause 
short-term fluctuations in the value of the contracts, 
BHP said in August. 
 
Eskom declined to disclose the information, stating 
that the ‘Billiton Group believes’ that releasing the 
information prejudices it with regard to its 
competitors, according to the court papers. 
 
‘We haven’t received any papers regarding the 
application,’ Eskom spokesman Andrew Etzinger 
said in a mobile- phone text message yesterday. 
Illtud Harri, a spokesman for BHP in London, said 
the company wouldn’t comment. 
 
Hillside, Bayside 
 
The debate over the deal is a ‘storm in a tea cup,’ 
Etzinger told a conference in Johannesburg today. 
Details of the contracts have been scrutinized by 
the energy regulator which ‘respects Eskom’s 
position’ in not making it public, he said. 
 
In March 2008, BHP threatened to ‘phase out’ its 
links with Standard Bank Group Ltd. after a bank 
executive told a business and government meeting 
that BHP’s biggest smelter in South Africa should be 
shut down to save power. 
 
Construction of BHP’s Hillside Smelter in the 
northeastern South African city of Richards Bay 
began in 1993 and it now has an annual production 
capacity of more than 700,000 metric tons. 
Melbourne-based BHP, the world’s largest mining 
company, also owns the smaller Bayside smelter in 
the city and 47 percent of Mozal, a smelter in 
Maputo, Mozambique that can produce over 
500,000 tons of the metal. 
 
De Lange and Media24 are the applicants in the 
case while BHP, Eskom, the Hillside smelter, a 
Mozambican power distribution company and South 
Africa’s Minister of Justice and Constitutional 
Development are the respondents. Naspers, based 
in Cape Town, is Africa’s biggest media company. 
 
The case is number is 10/10063. 
 
--Editors: Antony Sguazzin, Simon Casey 
 
To contact the reporters on this story: Carli Lourens 
in Johannesburg at clourens@bloomberg.net 
 
To contact the editor responsible for this story: 
Simon Casey at scasey4@bloomberg.net 
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Eskom taken to court  
 
Mar 17 2010 21:43 Jan de Lange  
 
Johannesburg - Sake24, sister publication of 
Fin24.com, is requesting a court order that will 
force Eskom to reveal the prices at which electricity 
is supplied to BHP Billiton’s two aluminium smelters 
in Southern Africa.  
 
The court documents for the application were 
submitted to the Rand High Court in Johannesburg 
on Tuesday and will be served on Eskom during the 
course of this week.  
 
The application follows a comprehensive 
investigation during the past few months into these 
two extremely secret contracts that Eskom signed in 
the early 1990s for supplying electricity to the 
smelters Hillside in Richards Bay and Mozal outside 
Maputo.  
 
Conditions have since changed, and the enquiry 
disclosed that Eskom is suffering enormous losses 
from supplying electricity to the two smelters.  
 
The two smelters alone consume 5.68% of Eskom’s 
basic power generation capacity and all indications 
are that they receive power at less than Eskom’s 
cost price.  
 
Hillside, the larger of the two, consumes 1 200MW, 
which makes it alone the third-largest single 
electricity consumer in the country after Cape Town 
and Durban. These two cities consume 1 300MW 
each.  
 
The country would therefore no longer have an 
electricity crisis if power were not supplied to the 
two smelters.  
 
Electricity prices for Hillside and Mozal are 
determined wholly or partly by the aluminium price 
on the London Metals Exchange (LME), according to 
a highly secret formula in terms of a contract signed 
in the early 1990s. The agreement is valid for 
several decades.  
 
The aluminium price fell sharply in 2008 and last 
year, and has still not recovered.  
 
According to Sake24’s information, the two 
contracts are wholly responsible for the R9.5bn loss 
recorded by Eskom in the year to end-March 2009 
from ‘derivative instruments’ - an accounting term 

for prices determined on the basis of external 
factors.  
 
However, Eskom recorded an operating loss of 
R3.2bn during the year. Sake24 wants to know 
what portion of this loss is owing to the provision of 
electricity to Hillside and Mozal, as well as possible 
future annual losses.  
 
It believes it is in the public interest for this to be 
known.  
 
According to old annual reports of Eskom, it also 
looks as if its exposure to aluminium prices will rise 
sharply after 2013. According to its 2003 annual 
report, its exposure to this metal from 2004 to 2012 
is 116 880 tons per year. From 2013 to 2020, it 
increases to 200 978 tons per year.  
 
Last year’s book value loss of R9.5bn could 
therefore increase by 72% if the same market 
conditions occur after 2013.  
 
The defendants are Eskom, Billiton, Hillside 
Aluminium, a subsidiary of Billiton, Motraco, a 
partnership between Eskom, the Mozambique 
government and the Swaziland electricity company, 
as well as the minister of justice and constitutional 
development.  
 
The process so far  
 
Eskom has been refusing since July 2009 to reply to 
two formal requests from Sake24 to disclose the 
price portions of the contracts. The requests were 
made in terms of the Promotion of Access to 
Information Act.  
 
Eskom said in response to the first request in 
August 2009 that it would not reveal this because it 
‘contained general and specific commercial, 
financial and technical information that was of a 
highly confidential nature and belongs to the BHP 
Billiton group’.  
 
Disclosure could, according to Eskom, be 
detrimental to Billiton’s commercial and financial 
interests.  
 
Sake24 also wants to know who the signatories of 
the contracts are.  
 
In reply, Eskom provided the parties’ names but not 
the names of the individual signatories.  
 
- Sake24.com  
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Eskom’s World Bank loan – what are the stakes?  
 
EE Publishers on March 17, 2010 at 
http://www.eepublishers.co.za/view.php?sid=20688  
 
by EE Publishers staff reporter  
 
There’s been a lot of media coverage of the 
pending World Bank loan of US$3,75-billion for 
Eskom. According to analysts, it is unlikely that the 
loan will not be granted. But who is the World Bank, 
how does it make its decisions, and what are the 
stakes?  
 
In its MYPD2 application of 30 November 2009 for 
electricity price increases of 35% per annum for the 
next three years, Eskom indicated that its new-build 
capital expansion programme (estimated at some 
R400-billion over the next five years) would be 
funded through: a R60-billion subordinated 
government loan (quasi-equity); plus debt 
leveraged off government guarantees of R176-
billion; plus its own capital reserves; plus private 
equity funding of R20- to R40-billion resulting from 
the sale of a 30% to 49% stake in Kusile power 
station; leaving further additional borrowings of 
R8,5-billion and cash shortfalls of R14-billion in the 
2011/12 and R7,9-billion in the 2012/13 financial 
years still to be plugged.  
 
Many may have assumed that the $3,75-billion 
(R27-billion) World Bank loan was to meet the 
R8,5-billion additional borrowing and R14-billion 
and R7,9-billion cash shortfalls detailed in Eskom’s 
MYPD2 application. However it has been established 
that in the Eskom’s MYPD2 application, the World 
Bank loan had been already factored into the 
funding in hand, with the cash and addition 
borrowing shortfalls being additional funding 
requirements still to be raised i.e. in addition to the 
$3,75-billion (R27-billion)World Bank loan.  
 
Since then, activists lobbying in the US and UK have 
opposed the Eskom loan application on 
environmental grounds. The US has recently 
indicated that it will abstain from voting for 
approval of the loan when it is presented to the 
World Bank board, while the UK has reserved its 
position for the time being. Although the 
department of Public Enterprises has indicated that 
it is confident the loan will be approved, the 
outcome is only expected in the first week of April 
2010, and the minister of Public Enterprises, 
Barbara Hogan has been quoted as saying that if 
Eskom does not secure the World Bank loan, the 

implications for the South African economy are dire 
(Business Day, 12 March 2010).  
 
The World Bank is owned by 186 member 
governments. Each member government is a 
shareholder of the bank, and the number of shares 
a country has is based roughly on the size of its 
economy.This ‘one-dollar-one-vote’ structure 
affords richer countries greater power in decision-
making processes at the bank than poor, borrowing 
countries.  
 
The US is the largest single shareholder (16,41%), 
followed by Japan (7,87%), Germany (4,49%), the 
UK (4,31%) and France (4,31%). The remaining 
shares are divided among the other member 
countries.All developing country borrowers 
combined have 39% of the shares.The 47 sub-
Saharan African nations command less than 6% of 
the shares.  
 
Executive directors oversee the day-to-day 
operations of the World Bank, approving all lending 
operations, policies and strategies, institutional 
budgets and audits. They also hold discussions on 
operations, evaluations, development trends and 
strategic directions for the bank. The executive 
directors also formally appoint (although the US 
government selects and nominates) the president of 
the World Bank, who serves as chair of the board of 
directors.  
 
The board of directors is made up of 24 executive 
directors, representing all member countries of the 
World Bank. The five largest shareholders (US, 
Germany, France, Japan, and the UK) are entitled 
to appoint their own representatives. Three ‘single 
constituency’ board chairs also have their own seat, 
namely China, Russia and Saudi Arabia. Sixteen 
board chairs are divided among the remaining 
member governments. All 47 sub-Saharan Africa 
countries are represented by just two executive 
directors.  
 
The board operates largely behind closed doors, 
without public access to its deliberations or details 
aboutits decisions.Full board meetings are held at 
least twicea week to approve all World Bank 
financing and to monitor the bank’s day-to-day 
work. Smaller board committees meet almost daily.  
 
Eskom has indicated that in order to meet the 
World Bank’s environmental requirements to obtain 
World Bank funding, flue-gas desulphurisation 
(FGD) plant that had not initially been included for 
Medupi power station would be required. It has 
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previously been reported (Energize, December 
2009, page 8) that this will increase the current 
R125-billion price tag of Medupi to R142-billion, and 
the FGD plant would be installed around 2018, after 
commissioning of all six generator units.  
 
It is thus clear that the current funding shortfall for 
Eskom’s new build programme (Medupi, Kusile and 
Ingula) will only partially be met by the World Bank 
loan, and one must not lose sight of what funding is 
still to be secured, namely: the $3,75-billion (R27-
billion) World Bank loan itself; the R8,5-billion 
additional borrowings required as per MYPD2; the 
cash shortfalls of R14-billion and R7,9-billion as per 
MYPD2; a price increase of some R17-billion for 
Medupi in coming years; and R20- to R40-billion 
private equity funding for Kusile. This gives a total 
current funding shortfall of R94- to R114-billion!  
 
And this excludes any further capital funding 
shortfall that may result from the February 2010 
electricity price determination by the National 
Energy Regulator (NERSA), which only granted 
Eskom a 25% per annum electricity price increase 
for 3 years, rather than the 35% per annum 
increase that Eskom had applied for.  
 
One may therefore begin to understand the reason 
why the DPE and Eskom are so desperate to secure 
the World Bank loan. In the current economic 
climate, and with Eskom’s downgraded and likely 
future credit ratings, other independent 
commercially assessed loans are not only going to 
be difficult to secure, but they will also be 
significantly more expensive to service, not to 
mention the exchange rate risk of foreign debt.  
 
But for Minister Barbara Hogan to refer to the 
possibility of failure to secure the World Bank loan 
as ‘the most unfortunate thing that could happen to 
this country in terms of its economy and in terms of 
developmental needs’ (Fin24, 12 March 2010), 
raises even more concerns on the financial 
management of Eskom. Should the failure by a 
major, well managed, state-owned enterprise to 
secure a low-interest loan from just one funding 
source, needed to meet just a part of the total 
funding shortfall, precipitate some kind of national 
economic crisis? This seems to be acknowledging 
that other funding sources are not available to 
Eskom, or that alternative or backup funding plans 
are not in place, and that the World Bank is seen as 
the source of some kind of soft loan for a desperate 
and underdeveloped country. Is this really what 
Eskom and South Africa has come to?  
 

Energy analyst Marc Goldstein of Frost & Sullivan 
comments as follows:  
 
‘The South African government has made it 
abundantly clear that it cannot fund any further 
portion of the new build programmes over and 
above the R60-billion subordinated loan it has 
already committed and its various other loan 
guarantees. This has left Eskom with little choice 
other than to approach the World Bank for access 
to affordable funding.  
 
‘Looking forward however, the South African 
government may have to commit the entire R60-
billion in a shorter period then the R12-billion over 
five years that had originally been anticipated. 
There is still a significant funding shortfall for the 
Medupi plant, which end-user tariff increases will 
only partly cover in the short term.  
 
‘The government has also recently reported that the 
next base-load power plant to be built will be a 
nuclear plant. Capital development costs for nuclear 
plants have historically been significantly higher 
than coal-fired plants. Given that government 
wishes to build 20 000 MW of nuclear plant over the 
period to 2030, it is unclear how they propose to 
fund these projects. One possibility would be the 
introduction of IPPs into the nuclear space in the 
form of a Build-Own-Operate-Transfer model. The 
global nuclear renaissance is well under way and 
South Africa will need to address these issues in the 
IRP2 if it doesn’t want to miss an important 
opportunity’.  
 
But still without a coherent national energy policy 
and a properly developed 20-year national energy 
integrated resource plan (IRP) in place, it is hard to 
see how a meaningful funding plan can be put in 
place to address the pressing energy issues 
confronting South Africa.  
Posted date: Wednesday, March 17, 2010 – 09:02 
AM by EE Publisher’s at 
http://www.eepublishers.co.za/view.php?sid=20688  
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FINANCE: Lobbying intensifies on World Bank’s 
proposed South African power plant loan  
(03/17/2010)  
 
Lisa Friedman, E&E reporter  
 
For Caroline Ntaopane, the World Bank’s plan to 
loan South Africa $3.75 billion for a new coal-fired 
power plant is personal.  
 
The South African mother of two stepped into the 
world of environmental activism when her young 
daughter developed respiratory difficulties. Worried 
about the apparent increase of health problems in 
their town of Sasolburg, Ntaopane and others 
began monitoring and protesting pollution from the 
local power station.  
 
Now Ntaopane is on the front lines of a fight to 
block the construction of a new 4,800 megawatt 
coal plant in her country. She and another activist, 
Makoma Lekalakala, traveled to Washington this 
week to make their case before the World Bank, the 
Obama administration and members of Congress - 
and to urge the U.S. to lead the opposition to the 
controversial project.  
 
‘I’m not an intellectual. Sometimes I don’t even 
understand the words that they are using,’ 
Ntaopane, 32, said of the discussions with energy 
experts over the loan to South Africa’s state-owned 
utility company Eskom. But, she said, ‘These 
decisions affect me. It’s personal, because it’s what 
we are living. It’s what we are eating and it’s what 
we are breathing. It affects our life every day.’  
 
The visit is the latest in a fierce lobbying blitz from 
both sides in the heated debate over the Medupi 
plant. The World Bank initially planned for a a 
decision in late March, but recently pushed the 
board meeting to April 8. Bank officials chalked up 
the delay to simple scheduling conflicts, but sources 
say board’s executive directors - particularly 
Europeans - are facing mounting pressure to 
oppose the project and some governments still 
have not decided how they will vote.  
 
Meanwhile the South African government has put 
its full weight behind the loan, arguing that the 
Medupi plant is critical to the country’s 
development. At a press conference last week, 
South Africa’s public enterprises minister Barbara 
Hogan warned that the country’s economy depends 
on having a secure supply of electricity.  
 
‘Say goodbye to our economy’  

 
‘If we do not have that power in our system, then 
we can say goodbye to our economy and to our 
country,’ Hogan said. ‘This is how serious this thing 
is.’  
 
In many ways the fight over the Medupi plant has 
become a proxy battle in the global climate change 
debate. Environmentalists are pushing the World 
Bank to stop lending for fossil fuel energy projects. 
Bank officials, in turn, argue that coal and other 
dirty energy is still the cheapest and fastest route to 
powering those without access to electricity.  
 
Leaders of developing countries are making a 
strong case as well that they have a moral right to 
the same energy sources that helped enrich 
America and Europe. They argue Western countries 
concerned by rising emissions should clear out 
some carbon ‘space’ by shutting down some of their 
own power plants. Many are suspicious that the 
World Bank’s expanding role in funding climate 
change mitigation will translate into restrictions for 
developing countries wealthy nations accused of 
causing global warming won’t face.  
 
In the midst of all this, the U.S. is trying to reconcile 
World Bank loans with climate change concerns. 
Last year the Obama administration ordered its 
World Bank Group board members to take 
greenhouse gas emissions into consideration when 
they vote. New guidelines call on the U.S. to 
approve coal plants only if the World Bank is unable 
to secure additional funding to pay for a lower-
carbon option.  
 
Yet if the U.S. votes against the Medupi project, it 
faces a potential backlash from South Africa and 
could face accusations that it is blocking the 
country’s development.  
 
‘This would be a major affront to South Africa,’ a 
senior World Bank official said. ‘No matter how you 
turn this Eskom project, you hurt something. It’s 
really difficult.’  
 
Meanwhile, it appears that the financing package 
itself is also going through some changes. A World 
Bank spokeswoman confirmed Tuesday that the 
South African government has temporarily 
withdrawn its request for $250 million in funding 
from the bank’s Clean Technology Fund (CTF) - a 
program aimed at mitigating climate change - to 
support the utility company’s low-carbon strategy.  
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Sources inside the World Bank said officials from 
the U.S., U.K. and Germany expressed serious 
concerns about the public relations effect of 
connecting any climate change funds to the Eskom 
loan.  
 
U.S. could abstain  
 
Under the terms of the overall loan, about $3 billion 
will go for the construction of the power plant, 
which will be the first in South Africa to use cleaner 
super-critical technology. And about $260 milllion 
will fund wind and solar projects, and $490 million 
will go toward transportation improvements.  
 
A World Bank spokeswoman noted that the 
renewable plans include construction of a 100 
megawatt solar power plant that is the largest grid-
connected solar project in any developing country; 
and a 100 megawatt wind facility matched in size 
only by one other World Bank project in China.  
 
Treasury officials have declined to advertise how 
the U.S. will vote on Medupi. South Africa’s Hogan 
was widely quoted last week saying she had 
assurances the U.S. would abstain - a position that 
would allow America to go on record with its 
objections to the plant while still allowing the 
project to go forward. A spokeswoman yesterday 
denied that, issuing a statement saying it was not in 
a position to comment because the project has not 
yet been completed.  
 
But, a spokeswoman added, ‘Given the concerns 
raised, we are encouraging the World Bank and the 
South African government to address issues related 
to the environmental soundness of the project and 
enhance its developmental impact.’  
 
Meanwhile in a whirlwind of meetings with World 
Bank executive directors and members of Congress 
and their staffs, Ntaopane and Lekalakala spent the 
week insisting to lawmakers that poor South 
Africans are not likely to see much of the new 
Eskom energy.  
 
‘We’re talking about benefiting poor people, but 
those poor people have never been consulted,’ 
Ntaopone said. ‘It’s very important to say that we 
need energy, but it’s time to look at new models.’  
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http://www.wdm.org.uk/world-bank-fuelling-dirty-
energy-0  
 
World Bank fuelling dirty energy  
 
17 March 2010  
 
In solidarity with campaigners in South Africa, WDM 
has joined a call to the UK government to say no to 
a World Bank proposal to provide a $3.75 billion 
loan to South African energy giant Eskom. The 
project, which Eskom want to use as an excuse to 
raise rates for people living in South Africa, would 
increase energy poverty and cause environmental 
destruction that would hit the poorest people in 
South Africa hardest.  
 
The project would also increase debt for South 
Africa which would fall most heavily on the poorest 
people. Furthermore, the proposal highlights why it 
is completely hypocritical for the World Bank to be 
involved in administering funds provided to help 
tackle climate change.  
 
WDM are calling for the UK, which is the biggest 
single donor to the World Bank, to vote against this 
loan. Below you can read our joint letter asking that 
Douglas Alexander votes against World Bank funds 
going towards Eskom’s venture.  
 
Read more about the campaign in South Africa  
 
Dear Secretary of State  
 
Re: Proposed World Bank loan to Eskom, South 
Africa  
 
We are writing to urge that the UK vote against the 
proposed $3.75 billion loan to Eskom for the Medupi 
coal-fired power plant in South Africa when it comes 
before the World Bank executive board. We enclose 
a letter sent to all Executive Directors by a South 
African civil society coalition campaigning against 
the loan.  
 
Eskom’s proposal is not in the interests of poor 
communities in South Africa, and approving the 
loan will undermine both them and the global fight 
against climate change. While there is significant 
energy poverty in South Africa this project is not 
focussed on meeting the needs of poor 
communities but instead on supplying energy to 
major energy-intensive industrial users that already 
have access to some of the cheapest electricity in 
the world. Those users would be exempted from 
price increases to meet the costs of this loan by 

existing power purchase agreements - leaving a 
disproportionate burden to fall on domestic 
households. The Medupi station and the coal mines 
that would be opened to feed it would also have 
significant impact on the health, land, air and water 
of local communities.  
 
The proposed Medupi plant would emit an 
estimated 25 million tonnes of CO2 per annum for 
decades to come. Furthermore, support for Eskom’s 
overall expansion would nearly double the South 
African power sector’s carbon emissions and put 
South Africa firmly on a higher carbon development 
path. This would severely limit any likelihood that 
the Bank might meet the clean energy targets set 
out in last year’s DFID White Paper and would run 
counter to any suggestions that the World Bank 
should administer climate finance, as well as setting 
a bad precedent for the ongoing energy strategy 
review.  
 
This loan if approved would also represent a major 
increase in South Africa’s dollar denominated debt - 
exposing the country to significant debt problems in 
the event of a currency crash, something which has 
happened five times since 1996.  
 
Finally, there are serious questions about the lack of 
due diligence carried out by the Bank when 
evaluating this proposal, including a failure to 
properly estimate the social and health costs of the 
project or to fully examine other options. For 
example the World Bank’s ‘Expert Panel’ report 
raised a number of serious concerns about the 
environmental impacts of this project which do not 
appear to have been dealt with.  
 
We would welcome the chance to meet with you, 
before the loan is approved so we can discuss our 
objections before you make your decision. We look 
forward to hearing from you.  
 
Yours sincerely,  
 
Asad Rehman, Head of International Climate, 
Friends of the Earth Charlie Kronick, Chief Climate 
Advisor, Greenpeace Deborah Doane, Director, 
World Development Movement Ian Leggett, 
Director, People and Planet James Picardo, 
Campaign Director, Jubilee Scotland Jesse Griffiths, 
Coordinator, Bretton Woods Project Nick Dearden, 
Director, Jubilee Debt Campaign Paul Brannen, 
Head of Advocacy and Influence, Christian Aid  
 
cc: Susanna Moorehead, Executive Director, United 
Kingdom, World Bank  
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‘No problem for ANC to be in business’  
17 March 2010 Kea’ Modimoeng  
 
Jerry Vilakazi Busa ok with role in Eskom project  
 
BUSINESS Unity SA sees no problem in the ANC’s 
involvement in Eskom’s multi-billion rand expansion 
programme, it said yesterday.  
 
It further condemned labour’s proposal for 
corporate taxes to be used to mediate electricity 
tariff hikes.  
 
Addressing the media in Johannesburg yesterday, 
Busa chief executive Jerry Vilakazi said Busa would 
not have a problem with the ruling party being in 
business, through its business arm Chancellor 
House .  
 
‘There’s no problem as long as there is an open 
process, and proper checks and balances are 
conducted for the transparent issuing of tenders,’ 
he said.  
 
Vilakazi said Eskom was not the only state-owned 
enterprise and using corporate tax for one entity 
would have a ‘detrimental effect ‘.  
 
‘The moment a corporate tax is used for Eskom’s 
challenges, you will create a situation where in 
future, if the need arises, you will also resort to 
corporate tax.’  
 
The business federation also reiterated its support 
for the power utility’s 3,75billion (about R27billion) 
project loan from World Bank.  
 
Vilakazi said the failure to borrow sensibly for 
Eskom’s needs would either mean higher electricity 
tariffs or the risk of load shedding if the 
construction of the Medupi power station was not 
completed in time.  
 
Busa, which has recently urged its members to 
avoid the temptation of charging inflated prices 
during the World Cup, said it regarded Cosatu’s 
threats to protest during the tournament as not 
being in the interests of South Africa and the 
workers.  
 
‘Most of the workers depend on the favourable 
sentiment of foreign investors who will be visiting 
the country at the time to ensure that their 
employment remained sustainable,’ Vilakazi said.  
 

Cosatu spokesperson Patrick Craven said the 
federation agreed with Busa’s position and 
attributed the ‘misleading’ impression that Cosatu 
planned to disrupt the World Cup to the media.  
 
‘Our planned electricity protest has nothing to do 
with the World Cup. The timing of our protest will 
not be aimed at the World Cup and we hope it will 
take place long before the tournament begins,’ he 
said.  
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Gugu Ndima <gugundima@gmail.com> 3/17/2010 
1:27 PM >>>  
 
YCLSA REJECTS WORLD BANK LOAN FOR ESKOM  
 
17 March 2010  
 
The Young Communist League of South Africa 
(uFasimba) is flabbergasted by the continued 
efforts of the Ministry of Public Enterprises on 
behalf of the South African government to secure a 
$3, 75 billion loan from the World Bank.  
 
We are strongly opposed to this World Bank loan 
because it will feed into capital’s agenda of 
privatising energy generation. The loan is the first 
stage of putting Eskom into the hands of monopoly 
capital and private control. Even though Minister 
Barbara Hogan argues that there are no conditions, 
the World Bank’s own ‘Fact Sheet’ about the loan 
claims that by 2013, there will be 1,667 megaWatts 
of renewable energy available ‘led by the private 
sector’.  
 
YCLSA believes strongly in replacing coal with 
renewable energy but insists that this is a job for 
the state because making profits and caring for the 
environment are often incompatible. Already, 
Eskom has been so oriented to commercialization 
that it has failed miserably in its stated intention of 
producing one million solar hot water geysers; only 
a few thousand have been produced. Numsa has 
re-iterated that a ‘Just Transition’ will involve 
metalworkers moving into Green Jobs including 
production, installation and maintenance of passive 
solar geysers, wind and wave turbines, and many 
other clean forms of energy. The World Bank and 
Eskom are the wrong agencies to rely on for loans 
and investments, history has proven.  
 
Moreover, the costs of repaying the World Bank 
loan will stagnate the economy and lower the living 
standards of South Africans, because of exorbitant 
tariffs and the shedding of quality manufacturing 
jobs. The cost of paying the loan will rise as the 
Rand falls in value, and in any case, the Bank’s 
2008 Country Assistance Strategy already says 
clearly, ‘South Africa is a unique client for the Bank 
within the Africa region. It is a large middle-income 
country with sizable own revenues and no need for 
significant external financing.’ The Bank then admits 
that it should not be involved in energy financing, 
because ‘Going forward, therefore, Bank assistance 
to South Africa must focus on those areas in which 
the Bank has comparative advantages 

acknowledged and valued by Government’ and 
amongst those listed, energy is not one.  
 
We call on both the Ministries of Public Enterprises 
and Energy to convene public hearings across the 
country to solicit a popular public view on the loan. 
This call is consistent with the Freedom Charter’s 
injunction that the ‘people shall govern’, as opposed 
to ‘government must govern’. Failure to heed this 
call by our public representatives will reinforce our 
beliefs that our leaders are betraying the people’s 
mandate and aspirations. Alternatively, we call on 
the Ministry to subject this process to a 
parliamentary process and debate to ensure that 
our representatives engage with this issue.  
 
The mandate that this government should 
remember comes from the 1994 Reconstruction and 
Development Programme: ‘Relationships with 
international financial institutions such as the World 
Bank and International Monetary Fund must be 
conducted in such a way as to protect the integrity 
of domestic policy formulation and promote the 
interests of the South African population and the 
economy. Above all, we must pursue policies that 
enhance national self-sufficiency and enable us to 
reduce dependence on international financial 
institutions.’  
 
For these reasons, we reiterate our rejection of the 
loan from the imperialist World Bank, which thrives 
on imposing neo-liberal and capitalist policies to 
suffocate the lives of the working class and the poor 
of the world. As the YCLSA, we call on the Cabinet 
to rethink this matter. We are not convinced that all 
funding possibilities were considered before the 
decision to approach the World Bank was made.  
 
For more information  
 
Contact  
 
Gugu Ndima  
 
National Spokesperson - 076 783 1516  
 
- 
Gugu Ndima  
+27 76 783 1516  
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The $50 Billion Cure for Power Cuts  
  
A meeting of the World Bank’s board in late April 
will decide on the wisdom of lending USD 3.75 
billion to the South African power utility Eskom, 
notably for the const ruction of a coal-fired 
electricity plant. South Africa has fallen victim since 
2008 to a wave of power cuts that have put a brake 
on its economy. The World Bank loan won’t be 
enough to meet Eskom’s financial needs, which are 
estimated at no less than USD 50 billion over the 
coming five years. To make up for its production 
shortfall, Eskom is going to give up its monopoly 
over the country’s power sector.  
 
A Crucial Vote for World Bank. With the World 
Bank’s vote on the loan to Eskom firmly in mind, 
the Pretoria government has swung into action. 
During an official visit to Britain on March 3, South 
African president Jacob Zuma attempted to drum up 
backing from prime minister Gordon Brown. 
However, South Africa’s public enterprises minister, 
Barbara Hogen, has stated that Britain and the 
United States are expected to abstain from voting 
on the loan, unlike France. Africa Energy 
Intelligence understands that the official in charge 
of the project at the World Bank, Reynold Duncan, 
sat in during talks on the loan between the Bank’s 
leading contributors (U.S, Britain, Germany, Japan, 
France, Russia and China). New loan documentation 
is being put together by the countries that 
administer the Bank before a definite date for a 
decision is fixed. Initially, the loan involved USD 
3.05 billion for a 4 800 MW station running on coal 
at Medupi (out of an estimated bill of USD 12 billion 
for the facility, according to the Bank) as well as 
renewable energy projects and technical assistance. 
Some of the Bank’s shareholders would reportedly 
prefer to see renewable energy get a bigger share 
of the cake. Zuma, for his part, hopes the loan 
would serve as an incentive to other donors to put 
up money.  
 
Eskom Must Still Woo Private Banks. While Eskom 
views the Bank’s loan as a prime building block in 
its funding program over the coming five years the 
money will fall far short of meeting South Africa’s 
needs. And the problem is complicated by Pretoria’s 
refusal to guarantee new loans to the utility. Still, a 
number of private banks have forked out significant 
sums in recent months. Five French establishments 
(BNP Paribas, Societe Generale, Calyon, Natixis and 
CIC) lent Eskom USD 1.18 billion in late December. 
That followed on the heels of a USD 705 million 
loan in mid-December from HSBC Holdings Plc and 

six other banks for the Kusile plant, Eskom’s other 
big coal-fired power station project.  
 
Together, Medupi and Kusile are going to cost 
roughly USD 20 billion. In bearing in mind a USD 
2.8 billion loan from the African Development Bank 
(ADB) for Medupi last November (AEI 617), as well 
as that of the World Bank, Eskom will still need 
billions in fresh money.  
 
Need to Open Market to IPPs. Unable to shoulder all 
of the bill alone, Eskom has no alternative but to 
open the market to private investors. South Africa’s 
energy minister, Elisabeth Dipuo Peters, signaled in 
London on March 3 that Eskom Holdings’ monopoly 
on purchasing electricity was on its last legs. A new 
independent body is to be set up in April to ensure 
that private companies will no longer be forced to 
sell the energy they produce to Eskom, their direct 
rival. Aware of the difficulty of borrowing enough 
money to cover its needs, Eskom is proposing that 
private investors acquire a 49% holding in Kusile for 
40 billion rand (USD 5.2 billion). The new facility is 
to also generate 4 800 MW and will cost pretty 
much the same as Medupi.  
 
Several Independent Power Producers (IPPs) 
belonging to the South African Independent Power 
Producers Association (SAIPPA) are highly critical of 
Eskom’s projects for coal-fired stations, deeming 
them costly and taking too long to construct. 
Several IPPs producing a few hundred MWs apiece 
could be operational far more quickly, they say. 
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Business Report 
 
Business Watch: Solar geyser sales bubble as 
Eskom turns on taps  
 
March 17, 2010 
 
Energy Minister Dipuo Peters said last week that 
there were indications South African households 
would install 1 million new solar water heaters ‘long 
before’ the target date in five years’ time. 
 
Let’s hope she’s right. After all, Eskom is warning 
that power supply will become a serious concern 
again from 2011. Without interventions to reduce 
demand, Eskom may have to burn its expensive 
diesel-powered open-cycle gas turbines or, as a last 
resort, turn to load shedding. 
 
Eskom’s solar water heater incentive programme 
received a vital shot in the arm earlier this year 
when the power utility announced it would 
substantially raise the rebate offered to consumers 
for installing solar water heaters. There have since 
been anecdotal reports of ramped-up sales, 
following a slow start when the programme was 
launched in 2008. 
 
More recently, the second industrial policy action 
plan (Ipap2) has given much attention to solar 
water heaters. A new subsidy programme has been 
promised (it is unclear whether this will replace the 
Eskom scheme), while the Department of Trade and 
Industry plans to make it compulsory for solar 
water heaters to be installed in new buildings, 
during home upgrades and in the replacement of 
existing geysers. The plan also aims to leverage 
financing and incentives for manufacturing and 
installation capacity. 
 
Ipap2 suggests there are marketing opportunities 
for manufacturers in the rest of Africa, so local 
producers won’t be forever reliant on the short-term 
increase in South African demand for solar water 
heaters. 
 
Nevertheless, there is concern about the future of 
the industry once demand-side management 
programmes come to an end, with some players 
hoping the government will guarantee further funds 
for widening the rollout, or at least announce 
measures to offset the cost of solar water 
installation against personal income tax. 
 
Tax credits are one of the fiscal incentives used in 
the US to encourage a switch to solar geysers. 

 
But for this year at least, South Africa will continue 
to rely on imported solar water heaters. Significant 
local production is expected to kick off only next 
year. 
 
Edited by Peter DeIonno. With contributions by 
Florence de Vries, Ingi Salgado and Samantha 
Enslin-Payne. 
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http://links.org.au/node/1570 
 
South Africa: Momentum against climate-destroying 
World Bank loan grows 
 
By Patrick Bond, Durban 
 
March 16, 2010 - In an indication that the climate 
justice movement is broadening, deepening and 
going local, there is now intense opposition to a 
climate-destroying energy loan for South Africa. The 
campaign is led by community activists in black 
townships allied with environmentalists, trade 
unionists and international climate activists. 
 
The World Bank is trying to lend nearly US$4 billion 
to the Johannesburg-based state-owned electricity 
utility Eskom, the world’s fourth-largest power 
company and Africa’s largest carbon emitter (with 
40% of South Africa’s total emissions).  
 
The loan is mainly for constructing the world’s 
fourth most CO2-intensive coal-fired power plant, 
Medupi, in the ecologically sensitive Waterberg area 
north of the capital of Pretoria. 
 
The World Bank also aims to finance privatised 
power generation, notwithstanding the abject 
failure of public-private partnerships in South 
African infrastructure, including in electricity and 
water. More than 200 organisations have signed up 
in protest. 
 
The loan would fly in the face of the World Bank’s 
attempt to portray itself as a climate-friendly 
financer, and will generate a vast, unnecessary debt 
-– both a financial debt to South Africa’s poor and 
also an expanded climate debt owed by South 
Africa to the rest of Africa, for overusing its fair 
proportion of the continent’s CO2 carrying capacity. 
 
For communities near the coalfields (40 new mines 
are requested by Eskom to supply its new 
generators) and coal-fired stations, the externalised 
costs imposed by Eskom are extremely high, 
including the complete degradation of water 
sources, air pollution, a frightening rise in mercury 
associated with coal and other health burdens. 
 
Poor pay for multinationals’ cheap power 
 
The loan is being pursued at a time of intense 
controversy surrounding Eskom mismanagement. In 
its last annual reporting period, the company lost 
R9.7 billion (US$1.3 bn), mainly due to 
miscalculations associated with hedging aluminium 

prices and the South African currency. Both the 
chair and chief executive office lost their jobs late 
last year amidst unprecedented acrimony. 
 
Meanwhile, Eskom continues its giveaway prices to 
several large export-oriented metals/mining 
multinational corporations, headquartered abroad - 
offering the world’s cheapest electricity, heavily 
subsidised by all other - mainly poor - users in 
South Africa. The two main beneficiaries are BHP 
Billiton of Melbourne, which runs aluminium 
smelters, and the notorious Anglo American 
Corporation, which shifted its financial headquarters 
to London a decade ago. 
 
Thus mining/metals profits flow abroad, 
exacerbating South Africa’s dangerously high 
international payments deficit. 
 
Activists argue that the scandalous late-apartheid 
era, multidecade ‘special pricing agreements’ deals 
with BHP Billiton and Anglo American should be 
rejected as ‘odious’. In early 2008, repeated 
national blackouts finally led to cuts in supply to 
some of these firms, showing that the deals could 
legitimately be violated. Moreover, the crash of 
metals and minerals prices dramatically lowered 
demand. 
 
Demand-side management -– a tried and tested 
alternative which the World Bank claims to endorse 
(but hasn’t considered in this case) - would mitigate 
the need for new power plants. Moreover, South 
Africa’s massive renewable energy potential has not 
even begun to be tapped. Eskom was given 
responsibility for rolling out more than a million 
solar-powered hot-water heaters over three years, 
and after two years, can claim only 1000. 
 
Price increases for poor 
 
Having lost the vast majority of South Africans’ 
trust, Eskom began raising prices by more than 
triple the inflation rate in 2008. From 2007 to 2012, 
the price of a month’s normal electricity use in an 
‘average township household’ is anticipated to rise 
127% in real terms, according to Eskom. These 
price increases will have an extreme adverse 
impact, leading to a major increase in 
disconnections (and illegal reconnections, hence 
electrocutions) of poor households, that can best be 
described as ‘underdevelopment’. 
 
Ironically, World Bank staff insist that the proposed 
Eskom loan will have a ‘developmental’ impact. The 
civil society coalition vigorously object. 
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The World Bank is in an untenable position, as it 
soon releases a new energy policy and also 
campaigns to take on additional responsibilities for 
channeling finance related to climate change. The 
proposed Eskom loan should disqualify the World 
Bank from any further role in climate-related 
activities. 
 
Critics insist that if the World Bank intends to raise 
$180 billion in new capital from member groups 
prior to the World Bank/International Monetary 
Fund Spring meetings in late April, it will have to 
shelve this loan, because the world’s citizens will 
object that this represents business as usual 
financing at a time energy transformation is 
increasingly urgent. 
 
Opposition is gaining momentum: 

 Communities and environmentalists have 
begun to protest the Eskom loan, including 
at the firm’s Durban headquarters on 
February 16. 

 The main manufacturing trade union in 
South Africa, the National Union of 
Metalworkers of South Africa, announced its 
opposition to the loan on February 18. 
Other trade unions have threatened strikes 
against the price hikes and Eskom’s labour 
practices. 

 The Pan African Climate Justice Alliance, 
which had the highest African profile at the 
December 2009 Copenhagen Climate 
Summit, has endorsed the no-loan demand, 
on grounds of environmental damage. 

 The South African Council of Churches, 
which played a key role in criticising the 
World Bank due to its apartheid financing, 
has also expressed opposition to the loan. 

 Eskom is suffering an upsurge of illegal 
electricity connections in communities, as 
prices become prohibitive. 

 
In sum, this is a company that can be fairly 
described as a poor credit risk. 
 
Dozens of organisations across the world have 
committed to oppose the World Bank’s proposed 
Eskom loan. They are contacting the executive 
directors of the World Bank from each country –- 
including Australia’s representative, James Hagen, 
who was visited by South Africans earlier this week 
–- to demand a ‘no coal loan’ vote at the April 6 
meeting at which the loan will be tabled. 
 

In advance of the World Bank’s recapitalisation 
efforts, the critics are ready to take even more 
vigorous action against the bank itself - including 
revival of the ‘World Bank Boycott’ which cost the 
bank support from many major bondholders over 
the past decade (including the world’s largest 
pension fund, the city of San Francisco, the Calvert 
Group and university and church endowment 
funds). 
 
For the sake of environmental justice, the 
surrounding communities, the citizenry, the 
workers, Eskom customers and the continent of 
Africa (and all other sites affected by climate 
change), the World Bank will have no choice but to 
withdraw this loan. Eskom will then have no other 
choice but to negotiate an appropriate energy mix 
and financing strategy with constituencies they 
have so far ignored.  
 
Please send messages opposing the World Bank 
loan to: 
 
Executive director, Mr. James Hagan, Australian 
representative to the World Bank 
Telephone: USA 202-458-1015 
Fax: USA 202-477-2007 
Email: jhagan@worldbank.org 
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The Mercury  
 
Eye on Civil Society column  
 
Why we need to stand up and shout louder still  
 
March 16, 2010 Edition 1  
 
PATRICK BOND & ORLEAN NAIDOO  
 
‘IMPOVERISHED people, people who haven’t got 
food on their plates. Now you are going to take 
away the roof from their heads. And where do you 
expect these people to go? You are just 
compounding their indigency. Then you move in 
with these security guards and dogs and guns. Now 
if this is not fascist brutality, what is fascist 
brutality?’  
 
The scene could have been an apartheid-era forced 
removal, with a brave black activist haranguing the 
white regime. But this question was asked of the 
new government by Fatima Meer exactly a decade 
ago, at the peak of the Chatsworth housing battle, 
on the SABC show Special Assignment.  
 
The unity of poor black African and Indian people 
fighting the city government impressed Meer. She 
had come to Chatsworth a year earlier as part of 
the Concerned Citizens Group of mainly Indian 
struggle veterans, campaigning for a vote for the 
ANC at a time when minority parties were gaining 
ground.  
 
Always nimble, Meer did a quick U-turn. On a 
Sunday shortly before the 1999 national election, 
the Jankipersadh family faced the threat of eviction 
from a Chatsworth shack. Shocked by the living 
conditions she encountered, Meer stayed to fight, 
cajoling and threatening city officials to halt the 
Jankipersadh removal. KwaZulu-Natal Premier Zweli 
Mkhize recalled this incident at her state funeral on 
Saturday at the Durban International Convention 
Centre.  
 
Within a year, Meer would be sucking in the smell 
of post-apartheid tear-gas that became so familiar 
in Chatsworth, her eyes streaming tears of anger, 
her throat coughing up disgust at the local ANC 
rulers whom she had helped put into power with 
unmatched courage during the bad years when she 
was beaten and banned.  
 
A decade ago, the ruling party was not quite so 
corruption-ridden as now. But the tendency of 

Durban officials to crush poor people’s aspirations 
was just as pronounced.  
 
New oppressors  
 
On the week of Meer’s death, it may be Michael 
Sutcliffe denying local civics the right to march; 
back then, it was deputy mayor Trevor Bonhomme, 
bringing in the cops while accusing Meer and other 
organisers of harbouring shebeens, drug lords and 
brothels.  
 
Within two years, Meer had not only helped 
organise the community to successfully resist. She 
managed to bring together all the fractious 
campaigning groups within Durban’s poor 
communities against the World Conference Against 
Racism.  
 
One day at the end of August, 2001, the Concerned 
Citizens Forum of grassroots civics allied with 
Muslim pro-Palestinians, her beloved Jubilee 2000 
anti-debt movement, and other human rights 
groups from across South Africa and the world.  
 
Rightly, they were infuriated that US Secretary of 
State Colin Powell, UN Secretary General Kofi Annan 
and former president Thabo Mbeki had agreed to 
remove from the conference agenda two critical 
issues: racist Israeli Zionism, and reparations for 
slavery, colonialism and apartheid.  
 
Meer and the late Dennis Brutus led more than 10 
000 people in a march against the UN conference 
that day, and suddenly the idea of the South African 
civil society taking on malgovernance was a reality.  
 
That force, to be able to think and act locally, 
nationally and globally, was perhaps unique in the 
country’s history. Writing her obituary in City Press, 
Meer’s co-conspirator Ashwin Desai now laments 
that the new urban social movements which 
emerged on that 1999 Sunday in Chatsworth are a 
‘spent force’, but many others in Meer’s circuit will 
disagree.  
 
For example, Desmond D’Sa of Wentworth last 
month helped launch a new local-global campaign - 
now more than 200 organisations strong - to halt 
World Bank financing of Eskom with a R29 billion 
loan.  
 
Aside from the police squad carrying her casket on 
Saturday (we imagined her voice inside cajoling 
them for ongoing ‘fascist brutality’), one reason 
Meer’s funeral seemed uncomfortable was because 
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civil society was given no opportunity to celebrate 
the non-ANC causes she lent her prestige to.  
 
She opposed a loan that Public Enterprises Minister 
Barbara Hogan - who oversees Eskom - insists we 
need to fund a new coal-fired plant (the world’s 
fourth largest) and partial energy generation 
privatisation, to be paid for by huge increases in 
tariffs for poor and working people.  
 
Environmentalists, labour and community 
opponents of the World Bank and Eskom join Meer’s 
longstanding concern that the Bank must first repay 
black South Africans reparations, for supporting 
apartheid-era white power when, from 1951-67, 
Washington financiers lent $100 million to Eskom 
but zero African people received electricity.  
 
Meer would have publicly ridiculed the statement by 
Hogan at a press conference on Friday, just as the 
great activist passed away: ‘If we do not have that 
power in our system, then we can say goodbye to 
our economy and to our country.’  
 
‘Rubbish!’ Meer would have shouted, impatiently 
explaining that by switching supply away to the 
common person, away from the over-consumers 
who get the world’s cheapest electricity - eg BHP 
Billiton - we would meet many economic and social 
objectives, while avoiding construction of new 
climate-destroying coal plants.  
 
Most myopic of all, perhaps, was her old friend 
Pravin Gordhan, who in London recently made the 
startling claim that this would be South Africa’s ‘first 
World Bank loan’ - when in fact there were several 
others since 1994 (Industrial Competitiveness and 
Job Creation, Municipal Financial Management 
Technical Assistance Project and the destructive 
Lesotho dams) as well as Bank investments in a 
failed Domino’s Pizza franchise and similarly well-
conceived poverty-reduction strategies.  
 
Neoliberalism  
 
Meer’s dismay at ANC graft, bling and the youth 
league leader’s right-wing populism was noted by 
her brother Farouk at the funeral, but what went 
missing - especially with Gordhan in attendance - 
was how revolting she found the Treasury’s ongoing 
neoliberalism and the dalliance with the World 
Bank, emblematised by the failed Growth, 
Employment and Redistribution programme which 
Bank staff co-authored.  
 

Delivering the Harold Wolpe lecture at the Centre 
for Civil Society in February 2007, Meer observed 
that the Bank and International Monetary Fund 
(IMF) had ‘usurped power in South Africa and the 
world’ because they ‘are structured to exploit us’.  
 
Gordhan knows this, for he was the Transitional 
Executive Council economics representative who in 
December 1993 co-signed the $850 million IMF loan 
that pledged her friend Nelson Mandela’s 
government to painful, neoliberal policies.  
 
So we have now lost Durban’s - and South Africa’s - 
two most senior civil society scholar-activists in 
fewer than 80 days: Brutus on December 26 and 
Meer last Friday, and that probably pleases many in 
Washington and Pretoria.  
 
As for the rest of us, the interview Meer did for 
SABC’s Special Assignment in 2000 provides as clear 
a mandate as we will ever hear, in light of how 
there is ‘No commitment at all to the poor people. 
It’s a very sorry state of affairs. Those of us who 
can stand up and shout, regardless of how many 
years we have spent in this life, we must get up 
and shout.’  
 
With this beautiful voice silenced, surely our 
responsibility now is to stand up and shout louder 
still.  
 
# Patrick Bond and Orlean Naidoo work at the 
UKZN Centre for Civil Society, and Naidoo helps 
organise Chatsworth against injustice. Fatima 
Meer’s interviews on civil society activism are 
posted at http://www.vukani.net 
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Sunday Independent  
 
‘Sweetheart’ power deals under review  
 
SA was trying to attract industry and there was 
plenty of electricity at the time, says Eskom  
 
March 14, 2010 Edition 1  
 
Eleanor Momberg  
 
Eskom has moved to calm critics of its preferential 
pricing deals by confirming it is renegotiating long-
term contracts with an aluminium producer and a 
mining house.  
 
The announcement this week that the electricity 
utility had two customers on special deals through 
which they paid less for energy than other 
industries and consumers, erupted in a row: Cosatu 
threatening to mobilise its members and the Cape 
Chamber of Commerce called for a full investigation 
into the so-called sweetheart deals. The deals were 
shrouded in secrecy and apparently not disclosed to 
the National Energy Regulator when Eskom applied 
for its three-year, 35 percent increase.  
 
Eskom officials had told Parliament that its key 
industrial customers paid lower rates for electricity 
through special agreements, but that details of 
these contracts were confidential.  
 
Andrew Etzinger, Eskom spokesman, told The 
Sunday Independent that contrary to recent 
speculation the utility did not have special contracts 
in place for all of its 138 large industrial customers.  
 
Only two customers, who hold four contracts 
between them, were still on special pricing 
agreement contracts.  
 
While Etzinger would not name the companies, it 
was understood that one was BHP Billiton which has 
contracts for its aluminium smelters at Hillside, 
Bayside and Mozal in Mozambique, and the other 
Anglo American for its Skorpion zinc mine in 
Namibia.  
 
The long-term pricing agreements, said Etzinger, 
were currently under review. Negotiations between 
the companies and Eskom had started at the end of 
2009, shortly after an undertaking by the utility to 
renegotiate long-term pricing agreements as the 
country continued to struggle to meet energy 
demands.  
 

He said that at the time of entering into the special 
agreements, the country had abundant electricity. It 
was when a concerted effort was being made to 
attract new industries to South Africa.  
 
‘In terms of the aluminium industry, it is common 
practice internationally for them to enter into long-
term agreements with power utilities because the 
risk of the investment is so large in terms of 
electricity pricing. So they need surety before they 
can invest.  
 
‘The single-year price determination structure in 
which the price was decided yearly was in place at 
the time and did not provide enough surety. They 
needed greater insight to determine what their 
investment was likely to yield,’ he said.  
 
The multi-year price determinations which give 
more certainty were only introduced after these 
deals had been signed.  
 
The negotiations, he said, could take some time as 
this was a ‘very complex issue that will require 
extensive negotiation’.  
 
Mamphela Ramphele, chairman of the Technology 
Innovation Agency, last week wrote in The Sunday 
Independent that the continuation of the 
scandalous late apartheid-era multi-decade special 
pricing agreements amounted to exporting South 
Africa’s precious energy resources to Australia and 
other destinations where shareholders were 
benefiting from the cheap electricity fuelling their 
investments here.  
 
‘Such pricing arrangements allow for multinational 
mining companies like BHP Billiton to import 
aluminium from Australia and smelt it in South 
Africa where they use our ridiculously cheap 
electricity before they re-export it back to Australia 
for use in various products. In this process South 
Africa suffers a double loss: precious electricity 
extracted from burning our finite coal, and industrial 
development through beneficiation,’ she wrote.  
 
Etzinger said other large industrial customers were 
on the MegaFlex plan. They were charged according 
to time of use which differed between winter and 
summer.  
 
If a customer was far from the grid, using electricity 
during winter at the evening peak, they would be 
charged R1.40 a kilowatt hour. On the opposite end 
of the scale, if the client was close to the grid and 
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using electricity off-peak in summer the charge 
would be 14.7c per kWh.  
 
In addition MegaFlex and NightSave customers paid 
fixed transmission and distribution network charges 
for capacity used, electrification and rural subsidies, 
a service fee and an administration fee.  
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www.mg.co.za  
 
Medupi: Hogan answers questions on World Bank 
loan  
JOHANNESBURG, SOUTH AFRICA Mar 11 2010 
17:37  
 
Barbara Hogan, Minister of Public Enterprises, 
answers the M&G’s questions about the controversy 
surrounding the World Bank loan for the Medupi 
power station.  
 
M&G: NGOs are unhappy about a perceived lack of 
consultation about the IRP. [Integrated Resource 
Plan] Isn’t that fair? We got a three page document 
in the December holidays, and haven’t seen much 
since then. How can we trust government’s bona 
fides on coal without the IRP? Have you now 
engaged the NGO sector, and how do you plan to 
take public consultation forward ahead of the 
proposed July publication of the IRP?  
Barbara Hogan: As the policy department 
responsible for the Integrated Resource Plan, the 
Department of Energy would be best placed to 
respond to this question.  
 
M&G: Another concern is the transparency of loan 
conditions. What are the key financial, governance, 
and environmental/carbon-related conditions of the 
loan?  
BH: The negotiations for the loan are still under 
way and are sensitive at this stage, we therefore 
cannot divulge details, we can, however, highlight 
that the three key components of the loan are:  
 
* 1. $3,05-billion for the Medupi power station, 
Africa’s first clean coal ‘supercritical’ 4 800MW 
power station.  
 
* 2. $-260-million for investments in renewable 
energy (100MW wind and 100MW concentrated 
solar power projects).  
 
* 3. $485-million for investment in low-carbon 
energy efficiency components comprising road-to-
rail coal transportation and power plant efficiency 
improvements.  
 
Furthermore, South Africa’s energy strategy has 
demonstrated its leadership position in the 
developing world on climate change. Over the last 
few years, the government has also championed 
the use of low-carbon strategies in sub-Saharan 
Africa. The government believes that climate 
change, if ignored, has the potential to undo many 
of the positive advances made in meeting South 

Africa’s own development goals and MDGs. South 
Africa has played a significant role in greenhouse 
gas (GHG) emission reduction efforts and is deeply 
committed to an energy strategy that reduces its 
GHG emission footprint. The scenario that the 
government has adopted will result in GHG 
emissions peaking in 2020-2025, plateau for a 
decade, and then declining in absolute terms 
towards mid-century. To this extent, the 
government has begun taking steps to address the 
energy challenges while promoting a low carbon 
growth path.  
 
South Africa has taken many bold steps to address 
barriers to renewable energy development that 
reaffirms it as one of the key players on climate 
change within the developing world. These actions, 
some of which have not been taken by many middle 
income countries, include adoption of attractive and 
private sector friendly feed-in tariffs and 
establishing a suitable legal and regulatory 
framework.  
 
M&G: Can you outline what the World Bank requires 
in terms of ensuring that Medupi is the cleanest 
possible coal plant?  
BH: Medupi is designed in line with international 
design practice for coal-fired plants. Eskom is 
considering the implementation of carbon capture 
for new plants as well as the retrofitting of plants 
should the technology be viable. We anticipate the 
technology to be commercial in approximately 
2030. One of the critical requirements is to assess 
storage capacity and availability in South Africa. 
Eskom is involved in a joint study to produce an 
atlas of storage sites for South Africa and the 
results of this work are anticipated in the near 
future.  
 
Medupi is designed to operate at higher steam 
pressures and temperatures (termed supercritical) 
which enables it to achieve a higher efficiency than 
Eskom’s existing coal-fired [plants]. This directly 
improves environmental performance as it requires 
less coal and water and produces less ash and 
fewer air emissions per unit of electricity produced, 
particularly carbon dioxide, for which there is at 
present no commercially viable post combustion 
removal technology. Furthermore, the design also 
incorporates bag filters and low nitrogen oxide 
(NOx) burners which further reduces air emissions. 
Finally, Medupi has a dry-cooling system to reduce 
water consumption by up to 90%.  
 
M&G: Surely in order for the loan to be granted, the 
African National Congress must withdraw from 
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Hitachi power Africa? The World Bank cannot be 
seen to be funding a political party, even through 
the vehicle of an infrastructure project.  
BH: The ANC would be best placed to answer this 
question.  
 
M&G: What are the likely consequences if the World 
Bank loan is not granted? Is alternative finance 
available? If so, what would the likely conditions of 
such finance be, and do you think they would be 
more acceptable to the campaigners, or less?  
BH:The financing is critical for sustaining South 
Africa’s future economic development as it will 
enhance power supplies. Without the loan, the 
power constraints are likely to increase, especially if 
the global economic turnaround happens in the 
near-term. The global financial crisis and recent 
rating downgrades have reduced Eskom’s ability to 
tap the domestic and international commercial 
markets. Long-term financing at reasonable costs 
will help government protect a series of reforms to 
move to lower carbon economy and to implement 
an investment program that would allow the 
country to overcome electricity supply shortfalls  
 
M&G: The state of play in terms of support for the 
loan from the US, UK, Germany, and France? Have 
you managed to persuade them to change their 
stance? Do they understand the urgency of our 
power situation, and the likely impact on the 
regional economy, jobs, and the poor?  
BH: Discussions and consultations are still under 
way at the highest level in government, i.e. 
executive as well as ambassadorial level with all 
member states and executive directors of the World 
Bank. We have been communicating the merits of 
the projects and implications for Eskom, South 
Africa and the region should the loan not be 
granted.  
 
M&G: What is your reaction to local NGOs going to 
the Western powers to block the loan, rather than 
dealing with the SA government? Is there a kind of 
very radical argument here that ‘if we have to 
smash the SA economy to wean ourselves off coal, 
that’s too bad?’ How do you possibly negotiate with 
someone who takes that position?  
BH: We have been engaging with all stakeholders 
across the board, including NGOs to discuss the 
merits of the loan and risks to South Africa’s energy 
supply should it not be granted. The loan does 
include a component for renewable energy 
investment, as mentioned above.  
 
M&G: Why do you think these countries have 
agreed to them? Is it out of concern over carbon 

levels or perhaps a desire to sell alternative 
technologies, notably nuclear, to South Africa?  
BH: To understand the factors that influence the 
decision making of member states, you would need 
to refer this question to them.  
 
M&G: If the loan does go ahead, do you think we 
will ever get finance for another such power 
station? In other words, is Medupi our last coal 
power plant?  
BH: Future projections of energy growth globally 
shows that coal will remain an important primary 
energy resource. However, indications are that it 
will become more difficult to access funding 
especially from European and US investors as they 
continue to feel pressure in terms of demonstrating 
leadership in climate change issues. Eskom is 
undertaking research into clean coal technology in 
order to meet the long term challenges of energy 
security and a low emissions future. A particularly 
promising technology is underground coal 
gasification which is being piloted near our Majuba 
power station.  
 
M&G: If that is the case, there will surely be 
consequences for unwinding the fleet procurement 
contracts insofar as they cover Kusile in addition to 
Medupi. How much will the penalties cost, and can 
they be avoided?  
BH: We would need to wait for the World Bank 
decision on the loan application, then we will be in 
a position to review what the alternatives are.  
 
M&G: Will carbon considerations play a role in a 
decision on Kusile, or is this principally a financial 
issue?  
BH: Kusile is another coal power plant that will be 
built after Medupi. Refer the question on nuclear 
policy to the Department of Energy.  
 
M&G: Medupi is our last coal power station, what 
does this mean for our nuclear policy?  
BH: Refer this question to Department of Energy.  
 
M&G: Are we correct in assuming there will be 
penalties to pay if and when the PBMR project is 
wound up? Might Westinghouse be hoping that this 
would give them a leg-up in negotiations around 
Nuclear 2?  
BH: We cannot pre-empt the Cabinet decision on 
PBMR.  
 
M&G: The latest projections call for a modest 
contribution from renewables, given the very high 
installation cost of nuclear, and the capital 
difficulties we face, isn’t there a case to be made 



 112

for a much more aggressive set of targets, 
especially wind? And shouldn’t those powers 
opposed to the Medupi loan, and well positioned to 
profit from a renewables drive, be offering very 
large loan facilities to achieve this?  
BH: The government of South Africa has clearly 
demonstrated its commitment to meeting long term 
climate-change mitigation objectives, and has 
undertaken a detailed and science-based review of 
the steps to be taken in moving to a low-carbon 
economy. At the December 2009 UN climate-
change conference, the government of South Africa 
was part of leading a negotiated settlement, signing 
a co-drafted Copenhagen Accord in which the 
country committed to 34% reduction in carbon 
emissions by 2020, and 43% by 2025, relative to 
the base-case projections. The intention is to 
ensure that carbon emissions peak during 2020-
2025, plateau for a decade, and then begin 
declining thereafter. The World Bank-Eskom 
Investment Support Project, which includes 
substantial investments in renewable energy 
sources and energy efficiency, will be a major step 
forward towards this long-term plan. There are no 
feasible near-term regional renewable alternatives 
to meet the demand in South Africa. Moreover, any 
country that is relying on substantial imports from 
Eskom in the medium-term is looking for alternate 
reliable sources in the Southern Africa Power Pool 
(SAPP) which as a sub-region is facing a severe 
shortage of generation capacity.  
 
Full exploitation of domestic renewable potential 
does not meet the near-term power needs of South 
Africa. South Africa’s potential for large renewable 
projects is limited. Options are limited to CSP and 
wind; hydropower projects are largely non-existent. 
Of the renewable energy options, CSP is the most 
expensive but offers the potential for base-load 
power (unlike wind power and solar PV) and has a 
huge scale-up potential in South Africa. Tentative 
estimates for scale up in South Africa alone amount 
to some 38 000MW; at present the technology does 
not allow large scale developments. Wind energy is 
a commercially mature renewable energy 
technology, but despite a high growth rate of wind 
in the global market, its development in South 
Africa has been minimum to date. Studies are under 
way for further 500MW in the Western and Eastern 
Cape provinces and current estimates of wind 
power potential range from 1 000MW to 10 000MW 
along the East and West coasts of South Africa. 
Both CSP and wind technologies are expected to 
make a significant contribution to the government’s 
target of 10 000 GWh (about 1 667MW equivalent) 
from renewable energy sources by 2013.  

 
M&G: Finally, how worried should we be if this loan 
doesn’t go ahead? What are the immediate 
consequences (jobs as the site for example) the 
medium term consequences (blackouts?) and the 
long term?  
BH: South Africa generates more than 60% of all 
electricity produced in Sub-Saharan Africa. 
Electricity shortfalls in South Africa would hinder the 
economic development of the region. Botswana, 
Lesotho, Namibia, Swaziland, and Zimbabwe rely on 
Eskom for their electricity. Without additional 
energy, the country and the region would face 
growth constraints in the short-term: factories and 
businesses would not function efficiently; hospitals 
and schools would not operate fully or safely; basic 
services that developed countries take for granted 
would not be rendered. One of the greatest longer-
term development challenges for the region is 
ensuring an adequate energy supply that is critical 
for accelerating economic growth, creating 
employment opportunities, and enhancing the 
welfare of its citizens and that of the region.  
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Business Day  
 
Hogan confident of UK vote for Eskom plant loan  
 
SISEKO NJOBENI  
 
Published: 2010/03/15 06:30:00 AM  
 
THE government was confident that the UK would 
next month vote in favour of Eskom’s application for 
a 3,75bn World Bank loan, while the US had said it 
would abstain from voting, Public Enterprises 
Minister Barbara Hogan said on Friday.  
 
Failure to secure the loan would seriously damage 
the South African economy, she said.  
 
‘If we do not have that power in our system, then 
we can say goodbye to our economy and to our 
country. This is how serious this thing is,’ Hogan 
said. A vote against the loan would be ‘the most 
unfortunate thing to happen’.  
 
The government’s new Medupi power station is due 
to be commissioned in 2012. Failure to commission 
additional capacity could lead to continuous 
blackouts, Hogan said.  
 
Eskom has applied for the loan to finance a portion 
of the R120bn Medupi coal-fired power station.  
 
There has been intense opposition to Eskom’s loan 
application, with environmental groups and non- 
government organisations arguing that building new 
coal-fired power stations would exacerbate 
greenhouse gas emissions. Reports appeared last 
week that the UK and US would oppose the loan.  
 
‘The Americans are under a bit of pressure and 
have indicated to us that they are not going to vote 
against but they’ll abstain from voting. They are 
under particular pressure from their own lobbies. 
They are going the most neutral route available to 
them,’ Hogan said.  
 
She was, however, confident that the UK would 
vote in favour of the loan. President Jacob Zuma 
recently concluded a three-day state visit to the UK.  
 
The World Bank is a relatively cheaper source of 
money for Eskom’s capital expenditure programme. 
Other sources of finance have dried up because of 
the global economic meltdown.  
 
Eskom’s failure to get the loan could result in higher 
tariffs, Energy Minister Dipuo Peters said. She said 

alternative sources of funding for Eskom could be 
costly and delay the commissioning of the Medupi 
power station.  
 
Eskom must raise up to R150bn in the next five 
years to fund its R385bn programme.  
 
Hogan and Peters took aim at the opponents of the 
loan.  
 
Hogan said some of the lobbying has been based 
on ‘incorrect’ assertions. They denied allegations 
that SA planned to build more coal- fired power 
stations, in addition to Medupi and Kusile.  
 
‘An incorrect impression has been willfully created 
that SA intends to continue building more coal-fired 
power stations,’ Peters said. SA’s next base-load 
power stations — after Kusile and Medupi — were 
likely to be nuclear-based.  
 
The Department of Energy’s second integrated 
resource plan will clarify the mix of SA’s future 
energy sources. The plan will be published by June 
this year, according to the department.  
 
Hogan defended the loan. ‘(It) is a specific 
investment loan, as opposed to a development 
policy loan, which means the bank will have no say 
in our policy-making processes, especially our 
macroeconomic policy,’ she said.  
 
Meanwhile, Hogan said Eskom was in discussions to 
review contracts with two customers who were 
supplied power at low rates. ‘There is no secrecy 
underlying those contracts,’ she said.  
 
njobenis@bdfm.co.za  
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Fin24  
 
ANC could hinder Eskom loan  
Mar 15 2010 07:29 Jean-Marie de Waal  
 
Cape Town - The indirect stake that the ANC’s 
investment company, Chancellor House, holds in 
the Eskom expansion programme could count 
against the ANC government in its desperate 
application for a World Bank loan for Eskom.  
 
This is while the board of the World Bank is 
deliberating the massive loan regarded as essential 
for the South African economy.  
 
Questions apparently continue to be asked about 
Chancellor House’s 25% interest in the Hitachi 
consortium that won the contract to build the 
pressure vessels for Eskom’s gigantic power 
stations, Medupi and Kusile, whose costs will run to 
R120bn and R140bn respectively.  
 
At a press conference on Friday Public Enterprises 
Minister Barbara Hogan and Energy Minister Dipuo 
Peters faced questions about Britain’s apparent 
concern over the issue despite a report a year ago 
by advocate Lawrence Mushwana, the former public 
protector, which indicated that the awarding of the 
contract to Hitachi had been legitimate.  
 
There was, however, a conflict of interest owing to 
the ‘personal interest’ of then chairperson of 
Eskom’s board, Valli Moosa, as an ANC member. 
Peters denied that the contract was being 
interrogated by Britain.  
 
Hogan referred to the report’s recommendation that 
legislation should be introduced to regulate 
business relations between government institutions 
and political parties.  
 
Trade unions also have interests in companies - 
should it therefore be declared illegal for companies 
to have these unions as empowerment partners, 
she asked.  
 
Lance Greyling from the Independent Democrats 
(ID) recently asked the new public protector, 
Thulisile Madonsela, to table the report in 
parliament.  
 
Unlike what most ANC members might think, 
Greyling said, the ID considered it immoral for the 
ruling party to derive financial benefit from putting 
to rights the energy disaster caused by gross 
inefficiency on the part of some of its leaders.  

 
- Fin24.com  
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http://blog.newint.org/majority/2010/03/15/quick-
fix/  
 
New Internationalist  
 
The Majority World Blog  
 
The dirty price of a quick fix  
 
Posted by Dikson M. on Monday, March 15, 2010 
Comment on this post  
 
The World Bank is yet again on the brink of 
providing a loan that will have only negative effects 
for the poor and the environment. South Africa 
faces a power crisis at the moment and it is looking 
to the parastatal Eskom, which in turn is looking to 
the ever-willing World Bank to provide a US$4 
billion loan. This loan is primarily intended to 
finance the world’s fourth biggest carbon-emitting 
power plant and fund similar projects that will 
supposedly address the issue of power in South 
Africa. At the end of the month we will know 
whether or not the World Bank will go ahead with 
the contract - one that will reiterate its neglect for 
the poor, apathy for environmental issues and 
ongoing affair with big business. In South Africa 
and around the world the movement against this 
proposed loan is gaining momentum, and critics of 
the contract have been imploring the global loan 
sharks to cancel the deal because of the adverse 
effects that it would have on the already burdened 
region.  
 
Whilst Eskom may claim that the new coal initiative 
is the only way to resolve the crisis, others have 
proposed much simpler solutions that the powers-
that-be tend conveniently to overlook. In South 
Africa at the moment the 138 biggest corporations 
in bed with Eskom pay as little as a sixth of the 
price for their electricity as the average household 
does. Rectifying this unjust system, as 
recommended by economist Patrick Bond, would 
hugely assist efforts to deal with the power crisis. 
When in private hands, as we have seen so often in 
the past, services become far from public in their 
focus. And as if the situation for the poor 
communities couldn’t get any worse, Eskom have 
proposed a 35 per cent increase in costs every year 
for the next three years to help remedy the crisis. 
Average township household electricity bills are 
predicted by Eskom to rise from US$47 to an 
astonishing $132 over the next 3 years. The poor 
are being burdened with an electricity crisis that has 
been created by big business, whose insatiable 
appetites will be satisfied by the new power plant, 

for the time being. At the same time serious health 
concerns for those (obviously poor) communities 
surrounding the new power plant and new coal 
mines have been voiced, as well as the fact that 
Eskom is a struggling company that made huge 
losses last year. Through miscalculations the 
company lost almost half of the amount that they 
are requesting from the Bank.  
 
Moreover, at the climate summit in Copenhagen, 
South Africa was supposedly on the frontline of the 
movement of nations demanding genuine action on 
climate change, with its Government considering 
itself a champion of green initiatives. Over the last 
few weeks, however, their position has come under 
intense scrutiny as, aside from the effect the 
contract will have on the poor, it will seriously 
undermine efforts to address climate issues. In 
order to supply the new generators, Eskom intends 
to create 40 new coal mines. South Africa aims to 
reduce its emissions by 18 per cent by 2020, but if 
this new initiative goes ahead, that figure would 
seem to be increasingly illusive.  
 
At the end of March the World Bank will state its 
position and the global movement campaigning to 
keep coal in the hole will see if they have done 
enough to deny a contract that will leave South 
Africa financially and environmentally indebted, 
whilst the poor foot the bill.  
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South Africa Says Eskom’s World Bank Loan Plan Is 
Misunderstood  
 
By Carli Lourens and Ron Derby  
 
March 12 (Bloomberg) - South Africa defended 
state-owned power utility Eskom Holdings Ltd.’s 
plan to borrow at least $3.75 billion from the World 
Bank and said critics misunderstand its purpose.  
 
‘We are concerned that the issues related to the 
loan have not been properly understood,’ Public 
Enterprises Minister Barbara Hogan said in an e-
mailed copy of speech given to reporters in Pretoria 
today. ‘We are also concerned at the level of 
misunderstanding regarding our commitment to a 
transition to a low-carbon economy.’  
 
Developed countries raised moral concerns about 
the World Bank financing coal-fired power, Finance 
Minister Pravin Gordhan said on March 4, without 
being more specific. The loan will contravene 
assertions by the World Bank that it is a climate- 
friendly financier, Business Report said on Feb. 23, 
citing a group of South African environmental 
organizations, including groundWork.  
 
Eskom approached the World Bank and other 
development- finance institutions after it 
overestimated borrowing from local institutions and 
after access to finance in the international markets 
‘largely dried up,’ Hogan said. Eskom started a 460 
billion rand ($62 billion) expansion plan aimed at 
preventing a repeat of shortages that temporarily 
shut mines in 2008 in South Africa, the world’s 
biggest platinum and ferrochrome producer.  
 
‘South Africa is fully committed to renewable energy 
as a significant element of the energy mix,’ Hogan 
said. ‘Time will be needed to ramp up these 
investments.’  
 
To contact the reporters on this story: Carli Lourens 
in Johannesburg at clourens@bloomberg.net; Ron 
Derby in Johannesburg at rderby1@bloomberg.net  
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South Africa may face power cuts without loan  
 
By Agnieszka Flak Agnieszka Flak – Thu Mar 11, 
1:14 pm ET  
 
JOHANNESBURG (Reuters) – South Africa may need 
to enforce power cuts or raise electricity prices 
further if a disputed $3.75 billion loan from the 
World Bank is not approved, a senior government 
official said on Thursday.  
 
The United States and Britain have threatened to 
withhold support for the loan for a coal-fired plant 
in South Africa, expanding the battleground in the 
global debate over who should pay for clean 
energy.  
 
‘If they say no, we will either increase the tariffs or 
we will face serious blackouts,’ Director General at 
the Ministry of Energy Nelisiwe Magubane told 
Reuters in an interview.  
 
South Africa’s state-owned utility Eskom is seeking 
the loan, intended to help expand power generation 
capacity to meet fast-rising demand in Africa’s 
biggest economy.  
 
Eskom failed to get the 35 percent annual tariff 
rises it wanted this year, but the regulator still 
approved hikes of around 25 percent each year for 
the next three years, stoking inflation fears and 
anger from unions, businesses and consumers.  
 
Eskom was forced to step up investment after 
power cuts paralyzed the critical mining industry in 
early 2008.  
 
Magubane said she was surprised by the apparent 
opposition from the United States and Britain to the 
loan, particularly given that South Africa had not 
been asked to provide an alternative to coal in its 
application.  
 
She said South Africa, reliant on coal for 95 percent 
of its electricity needs, had shown sufficient proof of 
plans to cap emissions and reduce them after 2030. 
She said the target could be met even with Medupi 
and another coal-fired plant because less efficient 
old power stations would be retired.  
 
RENEWABLES  
 
Some $700 million of the requested loan would go 
for investments in renewable energy, she said.  
 

In addition, the World Bank’s Clean Technology 
Fund has already approved a loan of $500 million 
for South Africa’s clean energy projects, also to help 
fund privately-led initiatives.  
 
She said the government was revising its current 
target for renewable power to a ‘more aggressive’ 
one.  
 
Should the World Bank loan be approved, she said 
South Africa would seek to speed up Medupi to 
bring it back to its original schedule of having the 
first turbine commissioned by April 2012.  
 
But the second planned power plant Kusile, which 
like Medupi is expected to supply 4,800 MW, is 
likely to remain delayed.  
 
She said the government was discussing alternative 
means to help fund Eskom, which reported a 9.7 
billion rand ($1.31 billion) loss for its last financial 
year. Part privatization and further government 
guarantees are still options.  
 
Although Magubane said there was no alternative to 
coal for now, she saw nuclear power playing a 
critical role in the future, with the next new plant in 
operation by 2022 at the latest.  
 
(Editing by Matthew Tostevin)  
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S.Africa says W.Bank loan free of econ conditions  
2010-03-12 09:14 (UTC)  
 
PRETORIA, March 12 (Reuters) - A $3.75 billion 
loan sought by South Africa from the World Bank 
would not have any macroeconomic conditions 
attached, the country’s Public Enterprises Minister 
Barbara Hogan said on Friday.  
 
South Africa’s state-owned utility Eskom is seeking 
the loan, intended to help expand power generation 
capacity to meet fast-rising demand in Africa’s 
biggest economy.  
 
‘The World Bank loan would be a specific 
investment loan and that means that the bank has 
no say in South Africa’s policy. Any conditionalities 
will not be macro-economic conditionalities,’ Hogan 
told a media briefing.  
 
(Reporting by Muchena Zigomo; Writing by James 
Macharia) (For more Africa cover visit: 
http://af.reuters.com/ - To comment on this story 
email: SouthAfrica.Newsroom@reuters.com) 
Keywords: SAFRICA ESKOM/  
 
(muchena.zigomo@thomsonreuters.com; +27 11 
775 3159; Reuters Messaging: 
muchena.zigomo.reuters.com@reuters.net)  
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Sunday Independent  
 
Shed those who duped us, Eskom  
 
March 14, 2010 Edition 1  
 
Eskom, the state-owned entity best known for its 
consistent corporate governance blackouts, has 
done it again - and this time honesty was the 
casualty.  
 
It has since emerged that Eskom did not make a full 
disclosure of electricity tariffs it charges certain 
multinational companies when it applied to energy 
regulator, Nersa, to increase electricity tariffs over 
the next few years. The increases are applicable 
from April 1.  
 
The company provided half-truths to Nersa and the 
public. We were told by Eskom and the 
government, its negligent shareholder, that the 
increases were inevitable if the country was to meet 
future energy needs.  
 
In addition to the tariff increases, a multibillion-
dollar loan has been sought from the World Bank to 
finance the additional power generation capacity.  
 
Public fury over Eskom’s application was met with a 
nasty chastisement from the negligent shareholder, 
who had the audacity to tell us that we had been 
spoiled for too long with cheap electricity.  
 
It has since emerged that certain multinational 
mining companies, and not ordinary consumers, are 
the beneficiaries of the cheap electricity. Yet Eskom 
and the negligent shareholder hid this information 
from the public.  
 
When the truth began to emerge, Eskom’s response 
was shocking: it said the contracts with the mining 
companies were ‘private and confidential’.  
 
Eskom later said it had begun to renegotiate the 
contracts with the companies whose names it would 
not even mention. Something does not wash in 
Eskom’s behaviour. Why was this information not 
disclosed to the public during the public hearings?  
 
This crucial information should have formed an 
integral part of Eskom’s application. It should have 
featured prominently in the public discourse.  
 
And, no doubt, it should have played a part in 
influencing Nersa’s ultimate decision on the 
administered price of electricity.  

 
The fact that multinational corporations have been 
paying less than ordinary consumers, and will 
continue to do so, means that they are being 
subsidised by ordinary consumers and other 
industries.  
 
It is against this background that failure to supply 
sufficient and relevant information to the public 
process should necessarily result in the suspension 
of the price increases granted by Nersa.  
 
A flawed process cannot lead to a legitimate 
outcome. Since price determination is an outcome 
dictated by the application process, which includes 
public hearings, it follows that misdemeanour 
during the process should render the outcome fatal. 
Nersa must suspend pending tariff increases until 
there has been a full investigation into Eskom’s 
behaviour. Those who are found to be responsible 
for misleading the public should be declared a load 
that requires shedding.  
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Cosatu fights Eskom hike  
 
2010-03-15 06:24:26  
 
The Congress of South African Trade Unions 
(COSATU) said on Sunday that it is in the processes 
of mobilizing its members for strike action against 
the tariff increase that was granted to Eskom for 
the next 3 years. The National Energy Regulator of 
South Africa (NERSA) last month granted Eskom a 
25 percent increase in its tariffs. According to the 
national spokesperson for COSATU, Patrick Craven 
they will first try to ask NERSA and Eskom to re-
look the tariff increase before embarking on strike 
action.  
 
‘We will have to make the attempt to see if we can 
sway government, Eskom and Nersa on their policy 
but we are not optimistic about that. We have to 
make that attempt and then proceed under the 
labour relations act to call a strike on a socio-
economic issue under section 77,’ explained Craven.  
 
He said that COSATU was particularly concerned 
about the secret deals Eskom had negotiated with 
bigger consumers. ‘Some of them are paying far 
less than the average consumer, putting the cost on 
the consumers, which is a truly retrogressive way of 
raising money. The poor are going to pay more and 
the rich are going to pay less.  
 
Secret deals  
 
‘We are particularly concerned that these deals are 
secret not only from the South African public but 
even from the regulatory authority NERSA. They 
took a decision to approve Eskom’s increase without 
full knowledge on what the existing tariffs policy is 
and this we think is totally unacceptable,’ said 
Craven.  
 
He felt that the increase granted to Eskom will lead 
to an increase in the cost of living. ‘COSATU has 
been consistently opposed to this excessive tariff 
increase by Eskom. These increases will virtually 
double the cost of electricity over the next three 
years and it will hit individuals, particularly the poor 
who actually pay far more per unit of electricity 
than the big users,’ the trade unionist said.  
 
The new tariffs will also lead to an increase in 
inflation according to Craven. ‘Most companies pass 
on their extra electricity costs to their consumer. 
This could also lead to a loss of jobs. As the South 
African Chamber of Commerce and industry has 

predicted 250,000 jobs could be lost as a result of 
this,’ said Craven.  
 
Inflation  
 
He is of the opinion that the money which is Eskom 
needs is for capital expenditure for new generating 
capacity and not for the running cost of providing 
electricity. ‘We believe that money which is basically 
to invest in a national asset should be raised by 
government and if necessary through additional 
taxation. Because taxation unlike tariffs works the 
other way so that the rich pay more and the poor 
less and that is a far fairer way of raising money 
when it is necessary,’ said Craven.  
 
He said should COSATU not be successful in 
negotiating a change in policy they will mobilize 
their members and take to the streets. ‘We will call 
our members out on strike and we are convinced 
that we will get the support of the overwhelming 
majority of the people of South Africa in any protest 
that we organize,’ he said.  
 
Craven could not give a date for the strike action as 
the union will try to negotiate a change in policy 
through Nedlac. VOC (Dorianne Arendse)  
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NUM supports Eskom strike  
March 15, 2010  
 
The National Union of Mineworkers (NUM) said on 
Monday it supported a planned strike by Cosatu at 
Eskom because the parastatal reneged on an 
agreement to provide a R5 000 housing allowance 
to workers.  
 
NUM spokesman Paris Mashego said it was also 
shocked to hear that 138 companies received 
special price agreements for the electricity tariff 
increase at the expense of the poor and working 
class.  
 
The NUM was also not happy about Eskom’s 
application to the National Energy Regulator of SA 
(Nersa) for salary increases to be matched to 
inflation, regardless of company performance.  
 
‘As workers, we support Cosatu’s Section 77 
application to Nedlac [National Economic 
Development and Labour Council]. The shop 
steward council also declared 24 March as a 
national day of peaceful protest,’ said Mashego.  
 
‘A memorandum will be handed to Eskom 
demanding proper consultation on housing 
allowances. The second memorandum will be 
handed to Nersa demanding the withdrawal of the 
electricity tariff increase. The struggle continues.’  
 
Two weeks ago, the Congress of SA Trade Unions 
(Cosatu) reiterated that it would issue a section 77 
notice to strike over Eskom receiving the go-ahead 
to hike power prices by 25 percent this year. - Sapa  
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Business Week  
 
U.K. May Back World Bank Loan to Eskom, Gordhan 
Says  
March 11, 2010, 6:11 AM EST  
 
By Mike Cohen  
 
March 11 (Bloomberg) - South African Finance 
Minister Pravin Gordhan said the U.K. had indicated 
it may back state power utility Eskom Holdings 
Ltd.’s bid to secure a loan from the World Bank.  
 
‘We have got more positive signs that the loans will 
be approved than the opposite,’ he told reporters in 
Cape Town today. Leaders in the U.K. said ‘they will 
certainly consider supporting the loan. The 
bureaucrats must finish their work now.’  
 
Eskom is struggling to fund a 460 billion rand ($62 
billion) five-year plan to boost supplies in Africa’s 
biggest economy. National Treasury and Eskom 
officials went to Washington last month to discuss 
the terms of a $3.75 billion loan to help finance 
construction of the Medupi coal-fired plant. An 
additional $250 million in loans has also been 
requested from the World Bank’s Clean Technology 
Fund.  
 
Some countries have come under pressure not to 
provide funding for a coal-fired plant and have 
expressed doubts about doing so, Gordhan said.  
 
On Feb. 22, a number of environmental and civil 
rights groups, including Earthlife Africa and the 
Center for Civil Society Environmental Justice 
Program, said they were petitioning the World 
Bank’s executive directors to block the funding.  
 
Criticism  
 
‘The loan would fly in the face of the bank’s attempt 
to portray itself as climate-friendly’ financier, the 
group said in an e-mail.  
 
Those concerns gained some support yesterday 
from the International Monetary Fund’s managing 
director, Dominique Strauss-Kahn.  
 
‘In general, I find it legitimate when the whole 
world is concerned about shifting towards a more 
green economy that international agencies will favor 
projects greener than others,’ he said.  
 
Public Enterprise Minister Barbara Hogan and 
Energy Minister Dipuo Peters are scheduled to 

address a media conference on the loan application 
at 10:30 a.m. local time in Cape Town tomorrow.  
 
 - Editors: Philip Sanders, Karl Maier  
 
To contact the reporters on this story: Mike Cohen 
in Cape Town at mcohen21@bloomberg.net  
 
To contact the editor responsible for this story: 
Peter Hirschberg at phirschberg@bloomberg.net  
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Government’s response to recent media reports on 
the World Bank loan  
 
11 March 2010  
 
Minister of Public Enterprise, Barbara Hogan and 
Minster of Energy, Dipuo Peters will brief members 
of the media on Eskom’s loan application from the 
World Bank.  
 
The briefing will take place as follows:  
 
Date: Friday, 12 March 2010  
Time: 10h30  
Venue: Room 153, Union Buildings, Pretoria  
 
Note: There will be a linkup to Imbizo Media Centre, 
120 Plein Street, Cape Town  
 
Enquiries:  
Bongiwe Gambu  
Cell: 082 714 9463  
 
Tuso Zibula  
Tel: 021 465 3658  
Cell: 072 127 1565  
 
Issued by: Government Communications (GCIS)  
11 March 2010  
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Manuel warns on lending bodies’ demands  
JOCELYN NEWMARCH Published: 2010/03/11 
06:36:15 AM  
 
RISK: Minister in the Presidency Trevor Manuel says 
it is important that decisions on Eskom and energy 
be taken within SA.  
 
COUNTRIES risked losing part of their sovereignty 
in exchange for international development funding, 
Minister in the Presidency Trevor Manuel warned in 
an interview yesterday.  
 
Manuel, who is responsible for national planning, 
was appointed this week to the high-level advisory 
group on climate change finance, an international 
body set up by United Nations (UN) Secretary-
General Ban-ki Moon.  
 
This follows the nomination of Tourism Minister 
Marthinus van Schalkwyk as SA’s candidate for the 
top UN climate job, and further boosts SA’s 
international profile. Yvo de Boer, head of the UN 
Framework Convention on Climate Change, which 
oversees climate negotiations, will step down at the 
end of June.  
 
‘It’s important that decisions (on Eskom and energy 
planning) are taken within SA. If we transfer 
responsibility to the international finance 
institutions, we will be handing over important parts 
of our sovereignty,’ Manuel said, noting that the US 
held veto power in the World Bank.  
 
This was in reference to Eskom, which has applied 
for a 3,75bn loan from the World Bank. The US and 
UK have threatened to oppose the loan, saying 
institutions such as the World Bank should finance 
renewable energy, rather than the construction of 
coal-fired power stations.  
 
The furore has brought a larger debate, on the role 
these institutions should be playing, into sharp 
focus. Many nongovernmental organisations argue 
that the World Bank, the International Monetary 
Fund and other development finance institutions 
should be funding low-carbon projects and taking 
account of the risks of climate change.  
 
Others argue that an entirely new financial 
mechanism is needed to disburse the funds, given 
the undemocratic nature of these institutions and 
lack of trust on the part of developing countries.  
 
Manuel said the group’s focus on unlocking finance 
— needed for developing countries to adapt to the 

risks of climate change and mitigate their emissions 
— would help negotiators deal with the ‘nitty-gritty’ 
of a proposed new agreement on climate change.  
 
But he acknowledged global finance institutions are 
flawed and countries had sometimes made 
commitments they did not keep.  
 
‘In the past it has been easy for countries to make 
commitments they have no intention to see 
through,’ Manuel said, referring to finance and 
emissions.  
 
‘Unless we ensure the principle of responsibility 
finds its way back into the discourse, the world will 
be a lousy place. There have been a number of 
propositions, such as a levy on airline tickets, but 
they haven’t found much traction. I think it will be 
important to look at all the issues anew.’  
 
But raising money in a recession will be a task in 
itself.  
 
‘One of the biggest challenges is that the world’s 
largest economies are running huge deficits,’ he 
said.  
 
It is far from clear how the estimated 100bn a year 
needed by 2020 will be found.  
 
newmarchj@bdfm.co.za 
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Business Report  
 
Eskom’s secret business deals come to light  
 
March 10, 2010 Edition 2  
 
MELANIE GOSLING Environment Writer  
 
ESKOM has secret deals with 138 big companies 
that pay dirt cheap prices for electricity, possibly as 
low as 9c a kilowatt hour.  
 
The average cut-price is believed to be around 
17c/kWh for the companies, which use about 40 
percent of South Africa’s electricity.  
 
Households and small businesses are to pay about 
80c/kWh once Eskom’s price hikes are 
implemented.  
 
The special deals are considered by Eskom to be so 
secret that they were not revealed to the National 
Energy Regulator of SA in the utility’s recent 
application for tariff increases.  
 
Although Eskom has said these companies will also 
be subjected to tariff increases, it says it cannot 
disclose these percentage increases, or how much 
they currently pay.  
 
It has emerged that neither the parliamentary 
committees on energy and on public enterprises nor 
the Department of Energy are privy to the details of 
these deals.  
 
In a meeting of the parliamentary committee on 
energy affairs yesterday, Elza van Lingen (DA) 
asked the director-general of the Department of 
Energy, Neliswe Magubane, what percentage of 
electricity was sold to industry at a price of between 
6c and 9c/kWh, and whether these agreements 
would be revised.  
 
Magubane said that the cut-price electricity was a 
contractual arrangement between Eskom and the 
companies.  
 
‘We are not privy to this.’  
 
Magubane said Eskom had told the department it 
could not reveal the prices because of ‘commercial 
sensitivity’. The deals were not noted in the tariff 
hike applications.  
 

Members of the portfolio committee on public 
enterprises put the same question to Eskom officials 
last week.  
 
Eskom’s Brian Dames replied that there were 138 
‘large consumers’ that had special price 
agreements, but said the agreements were 
confidential, and the companies would be subject to 
tariff increases, which were also confidential.  
 
Dames said about 10 of the big customers, which 
had entered into deals with Eskom in the apartheid 
era, were not subject to tariff escalations. Eskom 
had begun discussions with them about this, he 
said.  
 
Lance Greyling (ID) said yesterday that these 138 
big consumers were the reason South Africa was 
having to build more power stations.  
 
‘If not for them we would not have to build more 
power stations. It is households and small 
businesses who have to pay for the price of the 
new power stations through these tariff increases.’  
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Push to block Eskom loan  
 
Environmental organisation says it will lead to more 
electricity price hikes  
 
March 09, 2010 Edition 2  
 
Barbara Cole  
 
TWENTY-FOUR executive directors of the World 
Bank have got letters urging them not to vote for 
Eskom’s R28 billion ($3.77bn) loan at the end of the 
month.  
 
Durban’s Bobby Peek, director of groundwork, 
Friends of the Earth South Africa, said last night 
from Amsterdam, where he and a coalition of 
organisations were mounting a campaign to block 
the loan, that he felt optimistic about the outcome:  
 
‘There is enough pressure from environmental 
justice and from the unions, too,’ he said.  
 
Peek added that if the loan was granted, it would 
lead to even more electricity increases for 
consumers.  
 
‘It will have to be paid back in dollars,’ he said.  
 
The National Union of Metalworkers of South Africa 
is part of the coalition.  
 
Eskom, the country’s energy utility, wants the loan 
largely to fund the Medupi coal-fired power station.  
 
Peek, who said the new power station would ‘most 
probably’ result in a doubling of greenhouse gas 
emissions, said the main objection was that the 
loan would have no direct benefit to communities 
that did not have energy now.  
 
It was also being sought to fund a coal-powered 
station, which would be going against the World 
Bank’s own advice.  
 
The bank has attempted to portray itself as a 
climate-friendly financier.  
 
Coal  
 
The World Bank’s South African spokesman, Sarwat 
Hussain, could not be reached yesterday, but he is 
reported to have said previously that the bank 
remained committed to supporting selected coal 

projects that were consistent with its strategic 
framework for development and climate change.  
 
Finance Minister Pravin Gordhan has also said that 
he hoped western nations understood that 
developing countries needed time during which they 
would still used coal but would make a commitment 
- like South Africa was making - to the renewable 
side of the energy spectrum.  
 
Peek said that if Eskom did not get the loan, serious 
thought would have to be given on what energy 
models to change to over the next 10 years  
 
Meanwhile, Earthlife Africa said yesterday that the 
government’s plan to provide 50 kilowatt-hours 
(kWh) of free basic electricity a month to all was 
insufficient for basic needs and that ‘there is also a 
problem in the way it is being rolled out’.  
 
This was because, in some areas, 100kWh was 
already being provided to households.  
 
It recommended that the free allocation should be 
increased to 200kWh per month per household and 
that a levy should be placed on high-end users, 
including industrial users.  
 
‘As a society, we have to believe that people come 
before profits,’ a statement said.  
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http://www.huffingtonpost.com/lori-
pottinger/world-bank-gives-south-af_b_490699.html  
 
Huffington Post  
 
Lori Pottinger: World Bank Gives South Africa 
Lumps of Coal  
 
In case you didn’t catch it, the World Bank’s top 
official for Africa just thumbed her nose at the 
dozens of renewable energy companies lining up to 
build clean energy in Africa’s dirtiest economy.  
 
Obiageli Ezekwesili, the Bank’s Vice President for 
Africa, defended a controversial $3.75-billion loan to 
build a massive coal plant in South Africa with this 
head-in-the-sand statement: ‘There is no viable 
alternative to safeguard South Africa’s energy 
security at this particular time.’  
 
The quote came in an article titled (without irony) 
‘Africa Ready for Energy Transformation.’ With that 
kind of transformation, the continent can look 
forward to many more decades of playing catch-up 
with the rest of the world.  
 
Maybe Ms. Ezekwesili missed the news that South 
Africa could get 10-20% of its electricity from wind 
power in the short term (and up to 70% over time), 
by harvesting some of its 50,000 MW of potential (it 
currently has just one 5MW commercial wind farm 
in place). Or that the sunny nation also has huge 
potential for solar (one study shows 547 gigawatts 
in potential for grid-based concentrating solar 
plants, not to mention equally impressive potential 
for solar water heating and solar PV).  
 
Writes a local columnist, ‘Research shows that in 
conjunction with energy efficiency measures, 75% 
our electricity could be generated by exploiting 
renewable energy sources by 2050, slashing our 
CO2 emissions by 54% below 1990 levels and 
making massive strides towards avoiding 
catastrophic climate change.’ But the national 
utility, Eskom, has been despairingly slow to move 
away from coal to embrace a green energy future.  
 
Says South African professor Patrick Bond: ‘South 
Africa’s five-fold increase in CO2 emissions since 
1950 and 20% increase during the 1990s, can 
largely be blamed upon the attempt by state 
electricity company Eskom, the mining houses (led 
by Anglo American) and huge metals smelters 
(especially BHP Billiton) to brag of the world’s 
cheapest electricity. Emitting 20 times the carbon 
tonnage per unit of economic output per person 

than even the United States, South African capital’s 
reliance upon fossil fuels is scandalous.’  
 
Says extractive-industries activist Bobby Peek, of 
the South African group groundWork: ‘The South 
African government cannot continue to give away 
electricity below cost, to fire smelters which have 
little linkage to the South African economy. If the 
World Bank loan goes through, poor South Africans 
will have to bear the burden of Eskom’s debt, and 
climate change will intensify.’ It’s not just activists 
who are up in arms: the Cape Town Chamber of 
Commerce is calling for a national investigation into 
Eskom’s ‘sweetheart deals’ for big industrial energy 
users at the expense of everyone else.  
 
The World Bank, whose job is to fund poverty 
alleviation, not cheap power for aluminum smelters, 
talks of Africa’s energy sector ‘transforming’ itself 
the way the telecoms industry did - a truly 
transformative sector-wide change that brought 
affordable mobile phone service across the 
continent. But the energy sector cannot transform 
itself if it looks only to megaprojects for salvation. 
The telecoms industry was a bottom-up 
transformation, one that bypassed big 
bureaucracies to create decentralized service one 
could buy in small packages, as needed. As long as 
Eskom and other African utilities are focusing more 
on mega-industries’ needs, and giving them 
subsidized rates to keep them happy, there will be 
no transformation, nor a significant change in the 
ranks of the unconnected. Africa definitely needs an 
energy revolution, but it needs to focus on people 
power first.  
 
Meanwhile, renewable energy developers are 
waiting in the wings for Eskom to show them the 
money in the form of power purchase agreements. 
Wind power developer Eddie O’Connor told 
Engineering News that South Africa was ‘pregnant 
with potential’.  
 
I guess the World Bank won’t be the one to deliver 
that baby.  
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http://www.politicsweb.co.za/politicsweb/view/politi
csweb/en/page72308?oid=164766&sn=Marketingw
eb%20detail  
 
Lance Greyling: Dear Dr Zoellick...  
Lance Greyling  
09 March 2010  
 
ID MP calls on World Bank to make Eskom loan 
conditional on Chancellor House exit  
 
ID WRITES TO WORLD BANK PRESIDENT DR 
ROBERT ZOELLICK ABOUT ESKOM LOAN  
 
‘Make R29b Eskom loan conditional on Chancellor 
House’s withdrawal,’ says Greyling  
 
Lance Greyling, the ID Spokesperson for Public 
Enterprises, has written to World Bank President 
Robert Zoellick urging him to make the R29b loan 
Eskom has applied for conditional upon Chancellor 
House’s divestment from Hitachi Power Africa.  
 
[The letter follows below...]  
 
The ANC, whose front company has a 25% share in 
Hitachi Power Africa, which received the tender to 
build the Medupi and Kusile coal-fired power 
stations, stands to financially benefit directly from 
massive electricity tariff increases imposed on 
ordinary South Africans.  
 
‘The Independent Democrats will exhaust all 
avenues open to us in our efforts to get the ANC to 
be true to the word of its Treasurer-General, 
Mathews Phosa, two years ago,’ Mr Greyling says.  
 
‘For Phosa to have told South Africa that the ANC 
would divest its shares in Chancellor House and 
then to go back on his word is unacceptable.  
 
‘This issue is of paramount importance if we are to 
protect our democracy and promote good 
governance principles in South Africa,’ says 
Greyling.  
 
Dr Robert Zoellick  
President of the World Bank  
The World Bank 1818 H Street  
NW Washington  
DC 20433  
9 March 2010  
 
Dear Dr Zoellick  
 

Re: Serious governance concerns over World Bank 
loan to South Africa  
 
I am writing this letter as a concerned 
Parliamentarian from South Africa who is trying to 
prevent a major conflict of interest occurring in my 
country’s electricity sector. This conflict of interest 
will be exacerbated by the World Bank agreeing to 
grant the requested loan to the South African 
Government to build the Medupi coal-fired power 
station.  
 
This conflict of interest arises from the fact that the 
ruling political party in South Africa, the African 
National Congress (ANC), currently owns, through 
their front company Chancellor House, a 25% share 
in Hitachi Power Africa.  
 
Hitachi Power Africa has been awarded the 
Government tender to build the boilers for both the 
Medupi and the proposed Kusile coal-fired power 
stations. This contract is worth in excess of R30 
billion, or $4 billion. The ruling party’s share in this 
contract is therefore worth in excess of R5 billion or 
$800 million. These facts are well-known and have 
been widely reported in the media in South Africa. 
It has also been confirmed to me through a 
parliamentary question that I asked of our Public 
Enterprises Minister, Barbara Hogan, where a 
written response from her indicated that Chancellor 
House still possesses a 25% share in Hitachi Power 
Africa.  
 
At present there are no laws in South Africa that 
deem such a blatant conflict of interest as being 
illegal. The reason why there are currently no laws 
is that the ruling party has not promulgated any, 
despite numerous assurances over the past six 
years that they would do so.  
 
I would also like to draw your attention to the fact 
that the ANC’s own Treasurer-General, Mathews 
Phosa assured the media and the public in February 
2008 that the ANC would divest itself from the deal 
in a ‘transparent’ fashion, but the party has still not 
done so. Phosa said at the time that Chancellor 
House would appoint bankers to advise it on how to 
exit the deal.  
 
‘There will be no deals in the corner. It will be very 
transparent. It will be handled by a reputable bank,’ 
Phosa said.  
 
He added that the decision to exit the deal was 
reached because ‘governance is an issue and there 
is public focus on this.’  
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I am sure you will agree with me that such a glaring 
conflict of interest, in which the ruling party of a 
country stands to financially benefit to the tune of 
almost a billion dollars from a major public 
infrastructure build programme, flies in the face of 
the kind of good governance ethics the World Bank 
is attempting to nurture.  
 
I would therefore request that such a loan is not 
granted to South Africa unless it is conclusively 
verified that the ANC, through Chancellor House, 
has divested all of its shares in Hitachi Power Africa, 
and that it will not in any way benefit financially 
from this Government contract.  
 
I write this letter in defence of good governance 
and our young democracy. It would be a fatal 
setback for both these ideals if the ruling party of 
our country exploited the current lack of legislation 
governing political party funding to benefit 
financially from what should be a completely 
independent public build programme.  
 
I realize that I am putting you in an invidious 
position by asking you to intervene in what is 
essentially a domestic governance issue. Given the 
size of the loan being requested, however, and the 
dire implications that this will have for our 
democracy and our efforts at rooting out corruption 
and conflicts of interest at all levels of our public 
institutions, I believe that it is in your best interests 
for me to bring this matter to your attention. I also 
firmly believe that it would not be out of the ambit 
of your position to insist that the money that the 
World Bank loans a member country is not used to 
further a major conflict of interest, or in promotion 
of bad governance.  
 
I therefore trust that you will give this issue all the 
attention that it deserves and that you will take the 
appropriate action. If you require any further 
information or clarification on this issue please do 
not hesitate to contact me.  
 
I look forward to reading your response and 
hopefully witnessing strong action to prevent a 
major breach in good governance occurring in my 
country.  
 
Kind Regards  
 
Lance Greyling, MP  
Chief Whip  
Independent Democrats  
 

Statement issued by Lance Greyling, MP, 
Independent Democrats Chief Whip, March 9 2010  
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Is Eskom subsidizing ArcelorMittal’s profits? - ID  
Lance Greyling  
09 March 2010  
 
Lance Greyling questions Minister on price steel 
giant is paying for electricity  
 
ID’S LANCE GREYLING ASKS MINISTER HOGAN 
WHETHER ARCELOR MITTAL IS ALSO RECEIVING 
‘DIRT CHEAP’ ELECTRICITY?’  
 
Lance Greyling, the ID spokesperson for finance 
and public enterprises, has called on the 
Government ‘to stop allowing multinationals to 
exploit our resources without any developmental 
benefits for our people.’  
 
The ID MP, who blamed the ANC Government’s 
‘naivety and Alec Erwin -era incompetence’ for the 
current dispute between ArcelorMittal and Kumba 
Iron Ore, has now submitted a question [below] to 
Public Enterprises Minister Barbara Hogan, asking 
her whether ArcelorMittal has also been receiving 
‘dirt cheap electricity’.  
 
‘ArcelorMittal has been receiving South Africa’s iron 
ore at a hugely discounted price, which was part of 
the agreement that was signed with Kumba Iron 
Ore when the state-owned steel company Iscor was 
privatized and sold off to ArcelorMittal,’ Mr Greyling 
says.  
 
‘However, another part of the agreement, one 
which ArcelorMittal has conveniently ignored, was 
that South Africa’s steel industry would be sold steel 
at lower prices than that being charged on the 
international market.  
 
‘The Government, in its naivety and incompetence, 
however, did not lock this agreement into place and 
ArcelorMittal has been allowed to make huge profits 
at the expense of our local industry by charging 
them import parity prices,’ says Greyling.  
 
‘It is hardly surprising that ArcelorMittal’s South 
African steel manufacturing plant has been the 
most profitable of its international ventures.  
 
‘Just imagine if they have also been given dirt 
cheap electricity and are paying a tiny fraction of 
what most businesses in South Africa, and 
especially ordinary consumers, are forced to pay,’ 
Greyling says.  
 
‘If this turns out to be the case then this would just 
add insult to injury and would be proof that rather 

than being patriotic by utilizing our natural 
resources for the benefit of our people, the ANC 
government gives multinationals free reign to rob 
us blind.’  
 
National Assembly  
 
Written Reply  
 
Date submitted: 8th March 2010  
 
Mr Lance Greyling to ask the Minister of Public 
Enterprises:  
 
1) Does the company ArcelorMittal South Africa 
receive electricity at a reduced tariff structure?  
 
2) Is this tariff structure part of the Mega-Flex Rate 
or is it based on an earlier agreement signed with 
Eskom which supplies electricity at a reduced fixed 
rate?  
3) How much electricity does ArcelorMittal utilise 
and what percentage of South Africa’s total energy 
usage does this comprise?  
4) By what percentage will the price of their 
electricity increase as a result of the latest price 
increase announced by Nersa?  
 
Statement issued by Lance Greyling, MP, 
Independent Democrats Chief Whip, March 9 2010  
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The World Bank Eskom Support Program  
 
By Smita Nakhooda on March 8, 2010  
Tags: climate finance coal electricity energy 
financial institutions south africa sustainable 
development world bank  
 
South Africa’s plans for a new coal power plant 
bring up difficult decisions for the World Bank.  
 
Please contact Smita Nakhooda 
(snakhooda@wri.org) or Davida Wood 
(dwood@wri.org) for further information.  
 
The prospect of a $3.75 billion World Bank loan to 
support the Medupi Supercritical coal plant in South 
Africa has raised questions about the future of 
development assistance in a warming world. The 
coal plant, part of the national South African utility 
Eskom’s program to expand generation capacity, is 
expected to provide 4,800 MW of electricity. 
Construction of the plant has already begun, and 
contracts for key components have been signed. 
Yet Eskom’s longer-term electricity expansion 
program may have problematic implications for 
environmentally and socially sustainable 
development in South Africa. There are trade-offs 
between increasing South Africa’s electricity 
generation capacity and reducing its greenhouse 
gas emissions (as laid out in the country’s national 
Long-Term Mitigation Scenarios) that must be 
reconciled. Electricity planning processes to date, 
however, have been neither transparent nor 
inclusive.1 The assumptions that coal is the most 
viable long-term option for South Africa need to be 
revisited through open, fact based debate on all 
available energy options.  
 
An Urgent Need for Energy  
 
South Africa has been in the middle of an electricity 
crisis since 2008: demand significantly exceeds 
supply, in a marked turn of events for a country 
that was once awash in cheap electricity. Major 
investments in new electricity generation have not 
been made since the 1980s.  
 
The Medupi coal plant for which World Bank 
funding is sought was originally just one of more 
than five large scale coal plants that Eskom 
proposed to build as part of a large capacity 
expansion program to stop the gap. Eskom and the 
Department of Energy (DoE) proposed the core 
elements of this build program in a draft 20-year 

Integrated Resource Plan (IRP) for the electricity 
sector in September 2009. At the end of last year, 
the government approved an interim five year IRP 
plan, pending consultations on a longer term plan 
for the sector, recognizing the need to address the 
longer term implications of electricity 
development.2  
Questioning Conventional Assumptions  
 
The full costs and benefits of the options for 
meeting near and long term energy needs must be 
considered more carefully than in the past. Eskom’s 
projections of 80,000 MW of future demand for 
electricity by 2028 are debatable. Historically, 
electricity planners –and Eskom in particular– have 
been overly optimistic about these projections to 
justify new investments in infrastructure.3 Financing 
a massive capital expansion program is certainly not 
cheap in the immediate term: after Eskom originally 
requested a 45% per year increase in the price of 
electricity over three years, the National Energy 
Regulator of South Africa allowed it an increase of 
approximately 25% per year between 2010 and 
2013.4  
 
All base-load electricity options pose risks, and may 
have hidden costs. The draft IRP emphasized these 
risks for low carbon options such as renewable 
energy, without acknowledging the risks of 
continued dependence on coal fired power.5 There 
is limited transparency about the terms on which 
Eskom contracts coal, and the costs of coal have 
been escalating.6 Interruptions in coal supply 
caused by transport failures and weather events 
have shown that coal plants are also not always 
reliable.7  
 
In addition, the operation of large coal fired power 
plants is enormously water intensive in a country 
where water scarcity is a pressing environmental 
challenge. Acid drainage from mining already 
poisons many of the country’s water systems, and 
restoring water ecosystems is costly.8 When the 
implications of climate change are also factored in, 
the viability of conventional coal in the long term 
looks far less certain.  
 
While the importance of reliable electricity supplies 
to support economic development and reduce 
poverty has been central to the rationale for the 
Eskom program, there has been little emphasis to 
date on how to meet the enduring challenge of 
extending access to electricity to the 30% of South 
Africans who still lack it.  
Difficult Decisions for the World Bank  
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A broad based coalition of local civil society groups 
within South Africa, and global NGOs are voicing 
their opposition to the World Bank’s support for the 
Medupi power plant. They have called in particular 
on the US government, the largest shareholder of 
the World Bank, to withhold support for the project, 
referencing the government’s new policies which 
suggest that coal should only be supported as an 
option of last resort.  
 
The role of the World Bank in the energy sector has 
been complex and controversial. It has a history of 
financing mega-infrastructure projects that raise 
significant environmental and social risks, and 
supporting private sector oriented reforms that 
have delivered limited social or environmental 
benefits.9 Attention to environmental considerations 
in its energy sector lending, particularly climate 
change, has been uneven.  
 
At the same time, the Bank is interested in 
financing climate change activities in developing 
countries, and positioning itself as a lead low 
carbon growth support agency. The US $6.3billion 
Climate Investment Funds (CIFs) that it administers 
on behalf of the Multilateral Development Banks 
(MDBs) represent a pilot effort to explore this 
space.  
 
Last year, the Clean Technology Fund (CTF) of the 
CIFs committed US$500 million to support 
renewable energy and energy efficiency in South 
Africa. The concentrating solar thermal plant and 
the wind farm included in the 2009 electricity IRP 
will be largely financed by the MDBs. These will be 
the first large-scale renewable energy facilities to 
come onto South Africa’s grid.  
 
The World Bank also has supported ongoing 
technical assistance efforts to support renewable 
energy and energy efficiency programs, and is 
presently financing the South Africa’s DoE to 
develop a white paper that will shape future policy 
on renewable energy.  
A Need for Transparency and Debate  
 
The underlying problem is that there has been little 
transparency or public debate of the assumptions 
that underpin long term plans for how to meet 
energy needs within South Africa. While the draft 
IRP developed by Eskom and DoE is referenced 
extensively in the report of the World Bank expert 
panel, it has never been officially publicly disclosed 
in South Africa, though it was leaked to the media 
earlier this year.10  
 

A bigger problem is that the electricity IRP should 
be informed by an Integrated Energy Plan that sets 
a macro framework for the entire energy sector in 
South Africa. Public participation in the development 
of the Energy Plan is required in the 2008 National 
Energy Act. So far, no Integrated Energy Plan has 
been developed. Transparency and public 
participation are especially crucial when such long 
term investments that affect public interests are 
being made, and consumers and taxpayers pay the 
bills.  
 
The realities of climate change require the World 
Bank to support countries to seriously consider 
every possible alternative to carbon intensive coal 
power as they make decide how to meet their 
energy needs. In the context of the Eskom Support 
Program, the World Bank must recognize the 
limitations of the decision-making processes to 
date, and support improvements in governance.  
 
Policy and regulatory frameworks that better 
manage the environmental and social externalities 
of conventional energy technologies are needed. 
The capacity of institutions to weigh the options, 
and implement effective low carbon programs must 
be supported. Creative approaches to enhance 
technical capacity as well as accountability for 
impact are also necessary.  
 
If the World Bank is to support developing countries 
to transition to a sustainable energy future, and to 
be a credible actor in channeling climate finance, 
what role can and should it play in supporting 
conventional technologies? These are difficult 
decisions that all its shareholders will need to weigh 
carefully.  
 
This article builds on the research findings of the 
Electricity Governance Initiative South Africa 
Assessment, coordinated by Idasa, in collaboration 
with a wide cross section of civil society and 
research institutions in South Africa including WWF-
South Africa, the International Labour Research 
Group, Earthlife Africa, the Energy Research Center 
at the University of Cape Town, the Democratic 
Governance and Rights Unit of the Faculty of Law of 
the University of Cape Town, Sustainable Energy 
Africa, and the Green Connection. The assessment 
considered transparency, public participation, 
accountability and capacity in policy and regulation 
of the electricity sector in South Africa and is 
available online at 
http://electricitygovernance.wri.org  
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The Electricity Governance Initiative is a global 
effort to bring civil society, government, and other 
sector stakeholders together to improve 
transparency, inclusiveness and accountability in 
decision-making to support sustainable energy 
choices. WRI (USA) and Prayas Energy Group 
(India) coordinate the Initiative which is active in 
India, Indonesia, Thailand, the Philippines, Central 
Asia, Brazil, and South Africa.  
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Eskoms money woes continue  
 
The government cautioned at the weekend that it 
did not have money to provide further loans to 
Eskom, and said there was a limit to the total 
guarantees it could issue.  
 
The comments from the Department of Public 
Enterprises come amid increasing pressure to fund 
the utility’s R485 billion capacity expansion. Major 
developed nations are threatening to withhold 
support for a $3.75 billion (R28bn) World Bank 
loan, the bulk of which is earmarked for the Medupi 
coal-fired power plant.  
 
This came amid threats from Britain and America to 
withhold funding for the World Bank loan to fund a 
coal fired plant in South Africa. The opposition by 
the bank’s two largest members has raised 
eyebrows among those who note that the two 
advanced economies are allowing development of 
coal- powered plants in their own countries even as 
they raise concern about those in poorer countries.  
 
Nuclear reactor causes fission amongst local 
residents  
 
CONCERNED residents of one of the Eastern Cape’s 
most pristine stretches of coastline are planning a 
court battle of David and Goliath proportions in a 
last-ditch effort to stave off parastatal Eskom’s 
attempts to build a massive nuclear power reactor 
on their doorstep.  
 
Residents of popular Southern Cape resort towns 
Cape St Francis, St Francis Bay and Oyster Bayare 
furious over plans by Eskom to build a pressurised 
water reactor, the most common type of nuclear 
station globally, at Thyspunt, a vacant tract of land 
between the three coastal retreats. The proposed 
reactor will cost ‘well over R100-billion’ and will aim 
to secure the country’s power reserves until well 
beyond 2025. But Eskom has denied turning a blind 
eye to residents’ concerns, saying a decision is yet 
to be taken by government over whether it even 
wants to grow its nuclear energy capacity or not.  
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Business Day  
 
Richard Calland, Saliem Fakir and Smita Nakhooda: 
Secrecy keeps SA in the dark as energy issues are 
debated  
 
Published: 2010/03/09 08:03:04 AM  
 
THE prospect of a 3,75bn World Bank loan in 
support of Eskom’s new build programme to expand 
its electricity-generation capacity raises 
fundamental questions about the future of 
development assistance in a warming world.  
 
At the centre of the controversy is financing for the 
Medupi coal-fired power station, which will provide 
4800MW of electricity to help address SA’s 
electricity shortage. Construction of the plant has 
begun, and contracts for its key components have 
been signed. Medupi was originally just one of more 
than five large-scale coal plants that Eskom 
proposed to build as part of a large-capacity 
expansion programme.  
 
The core elements of this programme were 
proposed in a draft 20-year i ntegrated r esource p 
lan (IRP) developed by Eskom in September last 
year. At the end of last year, the government 
hurriedly approved an interim five-year IRP pending 
consultations on a longer-term plan for the sector.  
 
The full costs and benefits of the options for 
meeting energy needs must be considered carefully. 
Financing a huge capital expansion programme is 
certainly not cheap in the immediate term: after 
Eskom requested a 45%-a-year increase in the 
price of electricity over three years, the National 
Energy Regulator of SA (Nersa) approved an 
increase of about 25% a year between 2010 and 
2013.  
 
The escalating financial costs of continued 
dependence on coal-fired power have not been 
acknowledged. When the implications of climate 
change are also factored in, the viability of 
conventional coal in the long term looks far less 
certain.  
 
While the importance of reliable electricity supplies 
to support economic development and reduce 
poverty has been central to the rationale for the 
Eskom programme, there has been little emphasis 
on how to meet the enduring challenge of 
extending access to electricity to the 30% of South 
Africans who still lack it.  
 

The underlying problem is that there has been little 
transparency or public debate of the assumptions 
that underpin long-term plans for how to meet 
energy needs in SA. While the draft IRP is 
referenced extensively in the report of an expert 
panel appointed by the World Bank to review the 
proposed Eskom support programme, it has never 
been officially publicly disclosed in SA, though it 
was leaked to the media earlier this year.  
 
There is a severe democratic deficit in the way in 
which vital decisions about energy policy are being 
made — as the recently published Electricity 
Governance Initiative report shows; secrecy and 
lack of due consultation with social stakeholders is 
especially problematic when long-term investments 
that affect the public interest are being made, and 
consumers and taxpayers pay the bills.  
 
As a result, policy appears as if it is being made in a 
quixotic, chaotic fashion. Consider this: the 
electricity IRP should be informed by an i ntegrated 
e nergy p lan that sets a macro framework for the 
entire energy sector. Public participation in the 
development of the energy plan is required in the 
National Energy Act. But, so far, no integrated e 
nergy p lan has been developed.  
 
Moreover, a white paper on renewable energy is 
still in the pipeline, and the National Planning 
Commission (NPC) — whose core mission is to help 
guide long-term strategic choices — is still being 
constituted.  
 
One would think that the proper, prudent sequence 
of planning processes and public policy decision-
making would be this: first the NPC strategic 
thinking, accompanied by the renewables’ white 
paper, then the i ntegrated e nergy p lan, followed 
by an e lectricity IRP and, last, the Nersa decision 
on tariffs.  
 
Instead, what is actually happening is that the order 
has been reversed.  
 
Meanwhile, negotiations around the huge World 
Bank loan have taken place almost unnoticed. The 
role of the bank in the energy sector is complex and 
controversial. It has a history of financing mega-
infrastructure projects that raise significant 
environmental and social risks, and supporting 
private sector-oriented reforms that have delivered 
limited social or environmental benefits.  
 
Attention to environmental considerations in its 
energy sector lending, particularly climate change, 
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has been uneven. It is against this backdrop that a 
broad-based coalition of local civil society groups 
within SA, and global nongovernmental 
organisations has voiced its opposition to the World 
Bank’s support for the Medupi power plant. They 
have called in particular on the US government, the 
largest shareholder in the World Bank, to withhold 
support for the project, referencing the 
government’s new policies, which suggest that coal 
should be supported only as an option of last resort.  
 
At the same time, the World Bank is interested in 
financing climate-change activities in developing 
countries and positioning itself as a lead low-carbon 
growth support agency. The 6,3bn Climate 
Investment Funds it administers on behalf of the 
Multilateral Development Banks (MDBs) represent a 
pilot effort to explore this space. Also 500m from 
the Climate Investment Funds were committed to 
support renewable energy and energy efficiency in 
SA last year. The concentrating solar thermal plant 
and the wind farm included in last year’s electricity 
IRP will be largely financed by the MDBs.  
 
The World Bank also has supported technical 
assistance efforts to support renewable energy and 
energy efficiency programmes, and is presently 
financing a Department of Energy white paper that 
will shape future policy on renewable energy.  
 
Yet the conventional components of the Eskom 
support programme, and the World Bank’s aim to 
be a lead agency on low carbon development, seem 
to be at cross purposes.  
 
At a minimum, the realities of climate change 
require that the World Bank should help countries 
to explore every possible alternative to carbon-
intensive coal power as they make choices about 
how to meet their energy needs. And, in the South 
African context, this has also to be about turning 
the rhetoric of ‘green jobs’ into a concrete reality. 
Turning away from coal cannot, for reasons of 
social cohesion more than politics, result in a net 
loss of jobs.  
 
If the World Bank is to support developing 
countries’ transition to a sustainable energy future, 
and to be a credible actor in channeling climate 
finance, what role can and should it play in 
supporting conventional technologies? These are 
difficult choices that all its shareholders will need to 
weigh carefully.  
 
Here, policy and regulatory frameworks that better 
manage the environmental and social realities of 

conventional energy technologies are needed. The 
capacity of institutions to weigh the options, and 
implement effective low-carbon programmes must 
be enhanced.  
 
The transparency and inclusiveness of the 
processes by which these decisions are made are of 
paramount importance.  
 
It’s time for a proper national dialogue on SA’s 
energy future.  
 
- Calland is the director of the Economic 
Governance Programme at Idasa, and associate 
professor in public law at the University of Cape 
Town. Fakir is the head of the Living Planet Unit of 
WWF SA. Nakhooda is a senior associate at the 
World Resources Institute.  
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Business Day  
 
Carbon ironies: Rich countries should welcome 
World Bank loan  
 
Published: 2010/03/09 08:03:10 AM  
 
HOW ironic. For years, the World Bank wants to 
lend SA money for development but SA keeps 
saying no. When it finally turns around and says 
yes, a couple of rich countries jump in to try and 
prevent the loan on the grounds, essentially, that 
SA isn’t ‘first world’ enough when it comes to clean 
air standards.  
 
Eskom and the government have been in talks with 
the World Bank for more than a year on a 3,75bn 
loan that would help Eskom fund its R400bn build 
programme. The loan apparently has stringent 
clean-air conditions built into it, which makes it 
inexplicable, even counter-productive, for the US 
and UK to oppose. The World Bank deal would fund 
specific components of Eskom’s build programme, 
such as the giant coal-fired power station Medupi. 
And, according to Eskom, it would ‘simultaneously 
catalyse new and lower carbon technologies such as 
large-scale solar thermal and wind power’.  
 
Eskom would have had to watch the carbon 
emissions on its new power stations anyway, 
adding to the cost of those stations, but the World 
Bank loan is arguably one of the levers that ensures 
it will watch that carbon footprint. So it’s not clear 
at all why the US and UK are grandstanding on this 
one. Perhaps this just reflects the tension between 
advanced and emerging economies over carbon 
emissions standards. With its dependence on coal- 
fired power stations and its sizeable carbon 
footprint, SA is inevitably a target. And that is 
despite the fact that the US, which has some pretty 
dirty coal-fired power stations itself, hasn’t 
committed to any carbon- reduction targets while 
SA, perhaps naively, has committed to cutting its 
footprint 34%.  
 
Whatever the politics of it, SA must stand up to the 
first- world grandstanding and make its case as a 
developing country with a rather dire need for 
infrastructure funding. A mega- project such as 
Medupi may not seem that developmental in 
nature, but without it (and other new coal-fired 
stations), there would be severe constraints on SA’s 
economic growth and therefore on its ability to 
create jobs and reduce poverty.  
 

The government has already provided Eskom with 
equity capital and guarantees, and can’t really 
provide more, at least not without cutting into social 
spending. The National Energy Regulator has 
agreed to steep tariff increases for Eskom, 
increases that will have a negative effect on the 
economy. And that leaves borrowing to fill the gap: 
Eskom needs to borrow as much as it can on the 
market, at rates as attractive as it can get. Not only 
will the World Bank loan bring Eskom funding that 
is attractively priced and appropriately timed, it also 
provides a balance of payments boost for SA.  
 
SA had always resisted World Bank and IMF loans 
because it didn’t want the strings that were 
attached. If the strings this time are about clean air, 
rich countries should welcome the loan, not 
undermine it.  
 



 138

http://www.ioltechnology.co.za/article_page.php?iS
ectionId=3572&iArticleId=5366258  
 
Eskom shuns renewable energy  
 
An Irish energy company, Mainstream Renewable 
Power, claims that Eskom does not want renewable 
energy to succeed in SA. Mainstream vented its 
frustration over what it said was Eskom’s 
unwillingness to accommodate renewable energy 
players in the SA power generation market. It last 
year established a joint venture with local company 
Genesis Eco-Energy to build wind farms to generate 
500MW in the Eastern, Northern and Western Cape. 
‘Eskom does not want renewables. They do not 
want competition,’ Mainstream CEO Eddie O’Connor 
said yesterday.  
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Business Report  
 
Green Agenda: SA in eye of World Bank storm over 
coal power  
March 9, 2010  
 
By INGI SALGADO  
 
South Africa finds itself at the centre of an 
international row over whether the World Bank 
should fund coal-fired power plants in developing 
countries.  
 
The government has applied for a $3.75 billion 
(R27.7bn) loan for Eskom, 80 percent of which will 
help finance the Medupi coal facility, and the 
remainder a handful of low-carbon projects. It has 
asked the bank to expedite the approval process 
amid Eskom’s funding crisis.  
 
The loan would not be the bank’s first advance for 
the production of coal-based electricity in recent 
times. In 2008, the World Bank and Asian 
Development Bank approved $850 million in loans 
to finance a large coal facility in Gujarat, India.  
 
However, it is the first electricity-from-coal scheme 
that the bank must decide whether to back since 
December, when the US Treasury issued a 
controversial guidance memo limiting the conditions 
under which it would support such projects in 
developing countries.  
 
That resulted in a strongly worded letter of 
complaint from nine developing nation executive 
directors to World Bank president Robert Zoellick, 
questioning the authority of the US to impose 
lending conditions when it had failed to provide 
financial resources to enable the transition from 
fossil fuels to renewable energy.  
 
It is ironic that the US, which has been responsible 
for more greenhouse gas emissions than any other 
nation, sees fit to limit the ability of other nations to 
spew carbon, having made paltry promises to curb 
its own emissions, and no commitments to fund 
long-term carbon mitigation and adaptation in the 
developing world.  
 
However, giving the rest of the world carte blanche 
to pollute as the industrialised US has done for 
more than a century will do little to even the score. 
We can’t wish away the projection that developing 
countries’ emissions will exceed those of developed 
countries by 77 percent by 2030. This is why 
environmental groups, even those that note the 

US’s hypocrisy, appear to back its stance on 
integrating emissions counts into lending decisions.  
 
This is the context in which all eyes have turned to 
the World Bank’s lending practices, in the same 
year that it seeks its first general capital increase in 
20 years. Even though the bank says its low-carbon 
lending has risen, a report released this month by 
the Center for American Progress says the World 
Bank’s overall emphasis on fossil fuel financing has 
remained ‘remarkably stable’.  
 
Chances are that Eskom will get the loan. First, the 
World Bank’s strategic framework for development 
and climate change backs selected coal projects. 
Second, its decision on Eskom is due before the 
decisions on capital increases by donor countries. 
Third, refusing the loan could annoy the Basic bloc 
of countries (Brazil, South Africa, India and China) 
to the extent of derailing global climate talks.  
 
Still, the issues raised by the Eskom loan are likely 
to exacerbate developing world concerns about 
using existing unreformed multilateral financial 
channels for climate finance.  
 
Even though the World Bank says its board 
decisions are reached by consensus, in fact the US 
holds a disproportionate 17 percent of the vote. 
This is a pet hate of National Planning Minister 
Trevor Manuel, who was appointed last month to 
the UN’s high-level advisory group on climate 
change financing.  
 
In the meantime, South Africa has had its first taste 
of the complexities of securing funds for coal 
power. It may not stop Medupi, but it could put the 
government off choosing a third new coal-fired 
plant.  
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Business Day  
 
South Africa: World Bank Defends Loan to Eskom  
 
Siseko Njobeni  
8 March 2010  
 
Johannesburg — THE World Bank has defended its 
proposed 3,75bn (R29bn) loan to Eskom amid 
growing criticism from environmental groups and 
nongovernmental organisations (NGOs).  
 
The loan - set to come up for discussion and 
approval at the bank’s board meeting either later 
this month or next month - is a crucial component 
of Eskom’s borrowing programme. Eskom must 
intensify its borrowings if it is to keep its R385bn 
capital expansion programme on track.  
 
Last month, the National Energy Regulator of SA 
(Nersa) granted Eskom a tariff increase of 25%-
26% for each of the next three years, which is 
significantly less than the 35% that Eskom had 
asked for.  
 
Eskom finance director Paul O’Flaherty said last 
week Eskom had already factored the World Bank 
loan into the funding plan it submitted to Nersa as 
part of its application for tariff increases.  
 
The NGOs, Climate Justice Now, groundWork and 
the Federation for a Sustainable Environment, have 
criticised the loan, supported by the National Union 
of Metalworkers of SA and the South African Council 
of Churches. They said if it was approved, the poor 
would bear the burden of Eskom debt.  
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Alternative Energy Africa 
 
World Bank Stands behind Eskom 
Monday, March 8, 2010  
 
Despite criticism, the World Bank continues to 
defend its proposed $3.75 billion loan to South 
Africa’s state-owned utility Eskom. The loan is set to 
aid the utility in its efforts to continue its R385 
billion expansion program. However, the capital 
infusion looks more like a bailout package similar to 
that of the US Federal Reserve attempting to save 
the US economy from complete collapse. And so 
far, the US version of a bailout didn’t come without 
complications as more funding had to be given to 
various sectors (mortgage sector, bond insurers, 
and government sponsored enterprises) to keep the 
market afloat. 
 
Another similarity between the potential loan 
granted to Eskom and the US bailout is that both 
critics argue that it just enables the entities to 
continue to make the same mistakes – like 
rewarding a child with ice cream after repeated bad 
behavior. 
 
Eskom had, in addition, asked for a 35% tariff hike 
to which the National Energy Regulator of South 
Africa only granted a fraction – 25% for each of the 
next three years. Eskom finance director Paul 
O’Flaherty said that Eskom had already factored the 
World Bank loan into the funding plan it submitted 
to Nersa as part of its application for tariff 
increases. Did Eskom not learn from other 
companies – including some oil giants that 
predicted that the crude costs would remain at an 
inflated price which ended up hurting them in the 
long-run as financial statements revealed they’d 
overestimated their budget expenditures? Why 
would a company rely on funds that aren’t 
approved yet? 
 
Pretoria-based World Bank spokesman Sarwat 
Hussain said: ‘The campaign (by the NGOs) is 
based on half-truths accusing the bank of a range 
of issues. The challenge is about the economic 
growth imperatives of SA, especially in the post-
recession phase. Nearly one in four South Africans 
does not have access to energy.’ 
 
Hussain said a World Bank loan had the lowest 
interest rates available for financing large-scale 
projects. O’Flaherty said the proposed funding 
would be ‘an economically attractive option’ for 
South Africa. ‘Thanks to decades of macroeconomic 
stability and prudent fiscal management, South 

Africa has the lightest debt burden of any African 
country. This is the first energy sector investment 
being made since the fall of apartheid. Electricity 
demand has grown by 60%.’ 
 
Business Unity SA said the loan was appropriate for 
a developing country like SA ‘which is both under-
borrowed internationally and anxious to build 
necessary infrastructure capacity. Failure to borrow 
sensibly for Eskom’s needs will either mean yet 
higher electricity tariffs or the risk of load shedding 
if Medupi power station is not completed in time.’ 
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Business Day (Johannesburg)  
South Africa: UK to Study Eskom Loan Documents  
8 March 2010  
 
Johannesburg — The British government has denied 
that it’s opposed the World bank loan to fund 
Eskom’s Medupi coal power station.  
 
That’s after recent media reports alleging that 
British officials were apparently opposed to the loan 
on the grounds that it will be used for to fund the 
building of a a coal power station and London had 
indicated that would not be in line with the goal to 
decrease carbon emissions.  
 
In response to questions from the Business Day 
Online, John Smith, Head of Climate Change, at the 
British High Commission in South Africa said that 
the British Government will scrutinise the loan 
documents when they are circulated to the board 
members of the world bank and will not offer its 
current position on the matter.  
 
‘At this stage we do not have a public position on 
the matter but are working closely with the World 
Bank and the Government of South Africa.’  
 
The 4800MW Medupi coal-fired plant in Limpopo is 
said to be a bone of contention due to its potential 
pollution.  
 
Medupi is regarded as critical in easing SA’s chronic 
power shortages that brought the economy to its 
knees in 2008.  
 
Smith stated that the British government will look at 
the proposal for the loan and take note of South 
Africa’s development and power needs.  
 
‘This (the proposal) will be reviewed along with 
other environment and climate relevant 
considerations,’ said Smith.  
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Reuters  
 
Global climate battle plays out in World Bank  
Lesley Wroughton - Analysis  
 
WASHINGTON  
 
Sun Mar 7, 2010 1:08am EST  
 
Steam and other emissions are seen coming from a 
power station in Wollongong, some 89 km (55 
miles) south of Sydney November 17, 2009. . 
REUTERS/Daniel Munoz  
 
Steam and other emissions are seen coming from a 
power station in Wollongong, some 89 km (55 
miles) south of Sydney November 17, 2009. .  
 
Credit: Reuters/Daniel Munoz  
 
WASHINGTON (Reuters) - The United States and 
Britain are threatening to withhold support for a 
$3.75 billion World Bank loan for a coal-fired plant 
in South Africa, expanding the battleground in the 
global debate over who should pay for clean 
energy.  
 
The opposition by the bank’s two largest members 
has raised eyebrows among those who note that 
the two advanced economies are allowing 
development of coal-powered plants in their own 
countries even as they raise concerns about those 
in poorer countries.  
 
While the loan is still likely to be approved on April 
6 by the World Bank board, it has revealed the 
deep fissures between the world’s industrial powers 
and developing countries over tackling climate 
change.  
 
Both camps failed to reach a new deal in 
Copenhagen in December on a global climate 
agreement because of differences over emissions 
targets and who should pay for poorer nations to 
green their economies.  
 
Some $3 billion of the loan to South African power 
utility Eskom will fund the bulk of the 4,800-
megawatt Medupi coal-fired plant in the northern 
Limpopo region and is critical to easing the 
country’s chronic power shortages that brought the 
economy to its knees in 2008. The rest of the 
money will go toward renewables and energy 
efficiency projects.  
 

The battle playing out in the World Bank was 
prompted by new guidance issued by the U.S. 
Treasury to multilateral institutions in December on 
coal-based power projects, which infuriated 
developing countries including China and India.  
 
The guidance directs U.S. representatives to 
encourage ‘no or low carbon energy’ options prior 
to a coal-based choice, and to assist borrowers in 
finding additional resources to make up the costs if 
an alternative to coal is more expensive.  
 
In a letter to World Bank President Robert Zoellick, 
board representatives from Africa, China and India 
said such actions ‘highlighted an unhealthy 
subservience of the decision-making processes in 
the bank to the dictates of one member country’.  
 
GOING GREEN  
 
South Africa, together with Brazil, is a leader among 
developing countries in fighting climate change and 
foresees a peak in its greenhouse gas emissions 
between 2020 and 2025. By contrast, the United 
States is the only major developed nation with no 
legal target for cutting its own emissions.  
 
To be fair, the Obama administration wants to cut 
emissions by 17 percent from 2005 levels, or about 
4 percent below 1990 levels by 2020, but that plan 
is stalled in the U.S. Senate.  
 
Britain is better off in lecturing about clean energy - 
its emissions were 19.5 percent below 1990 levels 
in 2008 - and closure of coal mines and a shift to 
natural gas primarily for economic reasons explain a 
large part of the fall.  
 
Eskom has proposed to develop Medupi with the 
latest supercritical ‘clean coal’ and carbon storage 
technologies available on the market, which is used 
by most rich countries.  
 
Still, Medupi will be a major polluter that could 
make it harder for South Africa to meet its 
emissions targets.  
 
A U.S. Treasury official told Reuters the United 
States was in the process of reviewing the Eskom 
proposal and will develop a position that ‘is 
consistent with administration policy and with facts 
surrounding the project.’  
 
World Bank Vice President for Africa, Obiageli 
Ezekwesili, said South Africa’s energy security was 
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key because the country’s growth, or lack of it, was 
felt throughout Africa.  
 
‘There is no viable alternative to safeguard Africa’s 
energy security at this particular time,’ she told 
Reuters. ‘This is a transitional investment that they 
are making toward a green economy and that 
should count for something.’  
 
But the politically connected Center for American 
Progress in Washington argued in a report last 
week that the World Bank is a standard-setter for 
development banks and should push sustainable 
economic development models in client countries.  
 
‘This is a problem for an institution with the moral 
and financial responsibility to foster large-scale 
investment in sustainable economic development,’ it 
said.  
 
It said the U.S. should press the point in 
negotiations over a general capital increase for the 
World Bank, which ponies up billions of dollars a 
year to fight global poverty.  
 
Environmental groups argue that the Bank shouldn’t 
be allowed to manage a Clean Technology Fund for 
donors while also funding coal plants that emit tens 
of millions tons of harmful carbon emissions into 
the atmosphere.  
 
It is not the first time the Bank is facing a backlash 
over its support for coal-fired projects. Last year, it 
backed India’s Tata Ultra Mega supercritical coal-
fired plant, one of the world’s top 50 greenhouse 
gas polluters.  
 
LOW-EMISSION PATH  
 
Steve Lennon, Eskom’s managing director for 
corporate services, said while Medupi involved a 
significant chunk of coal, there were also elements 
of the project that would meet South Africa’s 
Copenhagen commitment.  
 
‘The package of projects that we are applying for 
the funding for is part of South Africa’s long-term 
climate change mitigation scenario, all aimed at 
putting the country on a low emissions path in the 
future,’ said Lennon, who was part of a high-level 
Eskom delegation who visited Washington recently.  
 
David Wheeler, an environmental expert at the 
Center for Global Development, said the World Bank 
should press Western donors to fund the cost gap 
to help South Africa afford an alternative to coal.  

 
‘This recalls a central problem at Copenhagen: 
ample rhetoric about the need for carbon mitigation 
in developing economies, but little actual willingness 
to finance the extra cost of clean technology for 
countries that remain very poor,’ he added.  
 
(Additional reporting by Agnieszka Flak in 
Johannesburg, Editing by Jackie Frank)  
 



 145

Sunday Independent  
 
Cheap energy is SA’s double loss  
 
Mamphela Ramphele  
 
March 07, 2010 Edition 1  
 
South Africa has thus far managed to meet its huge 
post-apartheid development challenges using its 
own resources. Successive post-apartheid 
governments have been wary of repeating the 
mistakes of other developing countries that landed 
themselves in debt traps through over-reliance on 
borrowing from the World Bank.  
 
However we also need to harvest the benefits other 
developing countries have derived from using the 
resources of finance and knowledge the World Bank 
has to offer.  
 
South Africa now stands at a critical point in 
charting its socio-economic development.  
 
The past 15 years of our democracy has 
demonstrated how complex governing a modern 
political economy is in an interdependent and 
interconnected world.  
 
The energy crisis of December 2007 to January 
2008 and the global financial crisis have shown 
South Africa’s vulnerability to an energy shock, and 
the potential for impacts like lowered economic 
growth, reduced productivity, job loss, and threats 
to human welfare.  
 
We also need to acknowledge that as a young 
democracy we made some critical errors in our 
public policies that have come back to bite us. Civil 
society and non-governmental organisations that 
are spearheading the opposition to the proposed 
$3.7 billion World Bank loan to Eskom to ensure 
security of supply make valid criticisms of the 
choices our government has made in managing our 
energy supply and demand mix.  
 
In particular, the continuation of the scandalous 
late apartheid-era multi-decade ‘Special Pricing 
Agreements’ amounts to exporting our precious 
energy resources to Australia and other destinations 
where shareholders are benefiting from the cheap 
electricity fuelling their investments here.  
 
Such pricing arrangements allow for multinational 
mining companies like BHP Billiton to import 
aluminium from Australia and smelt it in South 

Africa where they use our ridiculously cheap 
electricity before they re-export it back to Australia 
for use in various products.  
 
In this process South Africa suffers a double loss: 
precious electricity extracted from burning our finite 
coal and industrial development through 
beneficiation.  
 
The responsible citizen response cannot be to delay 
addressing the energy security problem that is 
putting so many jobs and the sustainability of our 
economy at risk.  
 
We need to accept our stewardship role as being 
that of continuing to support our government to 
press for the revision of unfair agreements forced 
upon us at a point of vulnerability as young 
democracy.  
 
But we dare not become an obstacle to mobilisation 
of funding to support the first power station in sub-
Saharan Africa that meets the criteria of sustainable 
coal-fired power generation with wind and solar 
power generation components that lay the ground 
for long-term mitigation to reduce carbon 
emissions.  
 
Some facts are important to put to the South 
African public. The government is working with 
development partners to respond to pressing 
energy security needs in environmentally and 
socially responsible ways. The government has 
responded to the energy crisis by prioritising 
improved generation capacity in the near-term; and 
accelerating energy efficiency plans, investing in 
clean energy, and pursuing regulatory and 
economic instruments to stabilise greenhouse gas 
emissions over the medium-term. Over the long-
term, they have established Long Term Mitigation 
Scenarios (LTMS) to reduce carbon emissions.  
 
The World Bank loan under consideration would 
support the next steps in South Africa’s LTMS plans, 
by ensuring energy security in the short term and 
by accelerating investments in the high-cost 
renewable technologies South Africa needs for long-
term, low-carbon growth.  
 
At the December 2009 UN climate change 
conference, South Africa co-drafted and signed the 
Copenhagen Accord and announced its commitment 
to actions that would result in a 34 percent 
emission reduction by 2020 and 43 percent by 
2025.  
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In support of the government’s strategies, the 
Clean Technology Fund (CTF) recently endorsed a 
$500 million co-financed investment plan that is 
projected to mobilise about $1.5 to $2bn for scaling 
up grid-connected solar thermal power, utility-scale 
wind power development, solar water heaters, and 
demand-side energy efficiency.  
 
The CTF investment plan will co-finance, with 
$250m of concessional funding, the renewable 
energy components of the IBRD project: (1) an 
Eskom 100MW-capacity Concentrated Solar Power 
(CSP) plant which will be the first commercial scale 
CSP plant in sub-Saharan Africa and (2) an Eskom 
Wind Energy Facility (100MW wind farm) which will 
be the first utility-scale wind power plant.  
 
To address concerns about long-term water 
availability, the Department of Water Affairs has 
planned a four-phase water augmentation scheme 
between 2012 and 2017. In addition, an 
environmental management framework is expected 
before the end of 2010 on water availability and 
cumulative impacts of nearby projects on air 
quality.  
 
All of this could enable us to create technological 
platforms that would put us at the forefront of clean 
sustainable development by turning our challenges 
into opportunities.  
 
There is potential job creation and increased quality 
of sustainable livelihoods from involving 
communities in the entire chain of energy 
generation and affordable access. Our global 
competitiveness would be greatly enhanced by 
broadening the economic participation of 
communities that continue to live in darkness due 
to lack of access to affordable energy.  
 
We also have to consider our country’s continental 
responsibilities. We are Africa’s engine of economic 
growth, accounting for two-thirds of southern 
Africa’s GDP. Sustained growth of the South African 
economy has helped improve conditions in sub-
Saharan Africa as a whole. A significant economic 
downturn in the country could have repercussions 
for the entire sub-region.  
 
South Africa generates more than 60 percent of 
electricity produced in sub-Saharan Africa. Our 
current shortfalls could hinder the economic 
development of the region. We dare not fail to rise 
to our responsibilities. We dare not allow ourselves 
to be trapped into knee-jerk reactions that may 

undermine our ability to use our natural resources 
to advance our socio-economic development.  
 
· Mamphela Ramphele chairs the Technology 
Innovation Agency and Letsima Circle  
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Sunday Times  
 
World Bank loan on track  
Mar 7, 2010 12:13 AM | By Brendan Boyle  
 
South Africa’s application for a $3.75-billion World 
Bank loan to Eskom could be back on track 
following President Jacob Zuma’s state visit to 
Britain  
 
The minister of finance, Pravin Gordhan, who 
travelled to London with Zuma and a large business 
delegation, said he had been greatly encouraged by 
the confidence shown in South Africa’s economy 
and its economic management.  
 
‘We have had an extremely positive and 
enthusiastic response. They trust us as a 
government and they trust the kind of economic 
management that we’ve been able to display both 
in the past and now,’ he told Business Times by 
telephone.  
 
Gordhan said there was huge investor enthusiasm 
for the phased procurement programme proposed 
in the industrial policy action plan launched last 
week. The ‘fleet procurement’ scheme involves 
large orders guaranteed over several years, but 
contractually linked to the transfer of skills and 
capacity to South Africa so that later tranches are 
manufactured locally.  
 
Gordhan said he had raised concerns about the 
World Bank loan in a London interview with the 
Bloomberg news agency to express disappointment 
at sudden climate-related conditions that some 
unspecified governments wanted to impose on the 
country’s first World Bank loan. He said developed 
countries needed ‘to recognise that economic 
development is crucial to developing countries and 
that the only option open to them is to build coal-
fired power stations in the short term’.  
 
He said South Africa had played a central role in 
reaching the compromise that rescued last year’s 
climate summit in Copenhagen, and had agreed to 
pursue reduced carbon emission targets and to 
invest in clean technologies.  
 
‘I am a lot more encouraged by both direct and 
indirect conversations that I have had about the 
prospects of this loan and we look forward to it 
going through the World Bank process,’ he said.  
 

Gordhan said that in London Zuma had successfully 
allayed concern about mine nationalisation in South 
Africa.  
 



 148

Eskom goes low-carbon  
Fri, 05 Mar 2010 07:39  
 
Eskom has welcomed Business Unity SA’s recent 
declaration of support for its application for a World 
Bank loan.  
 
‘The loan of $3.75-billion is already factored into the 
funding plan as submitted to [the National Energy 
Regulator of SA] in the [multi-year price 
determination] application and is critical for South 
Africa and the region,’ Eskom finance director Paul 
O’Flaherty said in a statement on Thursday.  
 
He said Eskom relied on funding from a 
combination of existing shareholder equity, 
borrowings from domestic and international markets 
and tariffs.  
 
The World Bank transaction would fund specific 
components of Eskom’s capital expansion 
programme, such as the Medupi power station.  
 
‘It is recognised that as a developing country, South 
Africa needs to capitalise responsibly on its natural 
resources whilst honouring its greater commitment 
to reduce carbon emissions over time,’ said 
O’Flaherty.  
 
The loan would catalyse new and lower carbon 
technologies, such as large-scale solar-thermal and 
wind power.  
 
‘The funding is well-aligned to jump-start progress 
on South Africa’s commitment to a lower carbon 
footprint,’ he said.  
 
‘The proposed funding will combine favourable 
financing rates with a structured repayment profile, 
thereby making it an economically attractive option 
to contribute to South Africa’s future economic 
growth.’  
 
Busa said earlier this week it had consistently 
emphasised the need for a new ‘mix’ of tariff rises, 
borrowing and equity financing from the 
government to ensure the future security of the 
electricity supply on an affordable basis.  
 
In a statement, it said the prospect of a World Bank 
loan came at an opportune time, as a key 
component in addressing financial stability issues at 
Eskom.  
 
The proposed loan would strengthen Eskom’s 
financial viability, following the R20.7-billion loan it 

was granted by the African Development Bank in 
November.  
 
‘In Busa’s view, accessing a World Bank loan is 
appropriate for a developing country like South 
Africa, which is both under-borrowed internationally 
and anxious to build necessary infrastructural 
capacity.  
 
‘Failure to borrow sensibly for Eskom’s needs will 
either mean yet higher electricity tariffs or the risk 
of load shedding if Medupi is not completed in 
time.’  
 
Busa believed concerns about the loan could be 
addressed in negotiations with the World Bank to 
ensure the loan conditions were in line with South 
Africa’s national economic interests.  
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http://www.eco-h2o.co.za/  
 
Load shedding to resume after 2010 SWC  
 
London – South Africa will meet its power 
requirements for this World Cup year but further 
ahead the situation is much tighter, state utility 
Eskom’s acting chairman and chief executive Mpho 
Makwana said on Thursday.  
 
Makwana told Reuters in an interview Eskom’s 
power margin between supply and demand will be a 
maximum 3,000MW in 2011, even tighter than in 
2010’s World Cup year.  
 
‘This year we will generate 40 700MW against 
demand of just under 36 000MW, giving a margin 
of 3 000MW,’ Makwana said.  
 
‘But in 2011 the reserve margin will be even 
tighter,’ he said, adding Eskom was importing 
power from neighbouring countries and buying 
power from independent power producers in 2010 
to ensure adequate supplies during the World Cup.  
 
Eskom has signed deals with oil and coal company 
Sasol and Sappi to buy 500MW from each in 2010, 
rising to 1 000MW each in 2011.  
 
Sasol’s Secunda plant could supply just under 2 
000MW to Eskom through the grid, Makwana said.  
 
Eskom’s failure to secure a 35 percent hike in 
electricity tariffs had deepened the shortfall for new 
plant investment to more than R40bn, Makwana 
said.  
 
Until 2013 brings new generation capacity, Eskom 
will remain vulnerable to load-shedding and needs 
to take action to cut consumption wherever 
possible.  
 
Smelter cutback?  
 
Eskom is in urgent talks with mining giant BHP 
Billiton on the power supply contracts to BHP’s 
South African aluminium smelters.  
 
Eskom has less than 10 deals with industrial 
consumers to supply power outside its usual tariffs.  
 
The power contract with BHP’s smelters which links 
power tariffs to aluminium prices is the highest 
profile of these.  
 

The two smelters in Kwa Zulu Natal use more 
power than Johannesburg when operating at full 
capacity.  
 
During the 2008 power crisis, the government was 
urged to cut power to the smelters to ease pressure 
on the grid.  
 
Eskom’s revenues took a big hit in 2009 because 
aluminium prices fell due to oversupply, which 
persists in 2010.  
 
BHP’s Hillside and Bayside smelters which make 
aluminium metal for export from alumina imported 
from Guinea employ around 2 000 people.  
 
‘We are in teams negotiating with BHP. It is urgent 
for us. It is happening,’ Makwana said, referring to 
smelter contract talks.  
 
Aluminium sources said they expected Eskom and 
BHP would agree a revision of the power contract to 
allow prices to rise over a period of years rather 
than in one hike.  
 
Makwana, who took over from former CEO Jacob 
Maroga, said he had no interest in a permanent 
CEO position at Eskom but he did not rule out 
becoming chairperson, if that is what the 
government decides.  
 
Eskom held the first interviews for a permanent 
CEO on February 12 and will soon interview four 
internal candidates and 3 to 4 external candidates 
and both groups include women, he said.  
 
Makwana said Eskom wanted to attract investors, 
partners and employees who would help the utility 
create a fresh outlook and not just concentrate of 
solving immediate crises.  
 
The need for fresh thought and comprehensive 
planning would be reflected in South Africa’s end-
May second Integrated Resource Policy (IRP) which 
will include nuclear, solar and wind power, he said.  
 
Eskom is seeking to borrow $5bn from the World 
Bank of which $500m will fund large-scale solar 
projects which could produce baseload power, he 
said.  
 
‘We need to substantially add generation by 2025 
and to include renewables but we need to ensure 
we address primary baseload generation – wind 
power is not entirely dependable as the Germans 
have found out,’ he said.  
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‘We have a lot of sunshine but solar is costly. A 1 
500MW solar plant costs R200bn, compared with 
R140bn for the Kusile clean coal plant,’ he said.  
 
Solar power could help significantly to take pressure 
off the overburdened grid, Makwana said.  
 
If 1 million South Africans take up the offer of 
subsidised domestic solar panel fitting, this could 
cut 2,500MW of demand from the grid by 2012.  
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SABC  
 
Gauteng adopts strategy to improve energy 
production  
March 06 2010 , 9:10:00  
 
The Gauteng government has adopted a long term 
strategy which will make energy production and use 
more efficient.  
 
Premier Nomvula Mokonyane and Local 
Government and Housing MEC, Kgaogelo Lekgoro, 
launched the Gauteng Integrated Energy Strategy 
in Johannesburg yesterday. Mokonyane says the 
province has to lead the way in changing behaviour 
when it comes to energy consumption and 
production.  
 
Meanwhile, Finance Minister Pravin Gordhan says 
he is disappointed by the response of developed 
countries to Eskom’s plan to seek about R42 billion 
in loans from the World Bank to build power plants.  
 
Gordhan has told a financial news channel that it 
was the first loan South Africa is asking the World 
Bank for, and suddenly there are all sorts of doubts. 
Gordhan says there were moral voices being raised 
about why the World Bank should not be financing 
coal-fired power stations. Eskom, the state-owned 
power utility, is struggling to fund a R460 billion 
five-year plan to boost supplies in Africa’s biggest 
economy.  
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Cosatu opposes private funding of electricity  
 
March 5, 2010  
 
Cosatu opposed plans by the government to allow 
private investment in the country’s electricity 
industry, the union federation said yesterday.  
 
Cosatu did not want private investors buying stakes 
in plants being built by parastatal Eskom, or private 
companies generating electricity for public 
consumption, secretary-general Zwelinzima Vavi 
said.  
 
Such moves would lead to higher electricity prices 
in South Africa than were already likely, he said.  
 
Higher electricity tariffs were not the answer and 
the government should consider a one-off tax to 
fund Eskom’s expansion, Vavi said. - Bloomberg  
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South Africa seeks UK backing for power plant loan  
 
By Richard Lapper in London  
 
Published: March 4 2010 02:00 | Last updated: 
March 4 2010 02:00  
 
South Africa is seeking Britain’s support for a 
potentially controversial $3.75bn World Bank loan 
for its hard-pressed electricity industry.  
 
The facility has been raised by South African 
ministers and officials who are in London this week 
for the state visit of Jacob Zuma, the president. It 
would assist in funding a new coal-fired generating 
plant, helping to prevent future power shortages, 
but also increasing the country’s relatively high 
carbon emissions.  
 
The state power company, Eskom, has been 
granted permission for a 25 per cent price increase 
but the industry regulator turned down its request 
for a 35 per cent rise. This has increased the need 
for the World Bank loan to fund the planned 
expansion of generating capacity.  
 
‘We really have to go hunting and borrow much 
more than we would have had to [had the 35 per 
cent rise been approved],’ said Mpho Makwana, the 
acting chairman and chief executive of Eskom.  
 
Eskom is preparing to build two big coal-fired 
plants. Some $3.1bn (€2.27bn, £2.05bn) of the 
World Bank money is needed for one of the power 
stations - a 4,800MW plant at Medupi while the rest 
would be spent on renewables and energy 
efficiency projects.  
 
South Africa is particularly keen to win support from 
the UK, as well as other powerful World Bank 
members such as the US, France and Germany, at a 
board meeting due early next month. But 
environmental campaigners argue the project 
contributes to global warming. In a document 
published earlier this month, the World Bank said 
the Medupi station met the environmental criteria 
for supporting coal projects because it would be 
equipped with ‘clean coal’ and ‘carbon capture’ 
technology.  
 
In the longer-term, South Africa says that it plans to 
increase the amount of electricity it generates from 
hydro-electric and other renewable sources. But its 
failure to invest in new-generating capacity has left 

it facing potential shortages of power, after the 
black-outs of early 2008.  
 
Pressure on Eskom eased last year as a result of 
economic slowdown, with output contracting by 1.8 
per cent and a number of energy-intensive metal 
smelters going out of action.  
 
Eskom, which lost its chairman and chief executive 
last year, had originally suggested a 45 per cent 
increase in tariffs this year. It was also seeking 
additional increases in 2011 and 2012, to bring 
prices closer to international levels. At present 
South African electricity is among the cheapest in 
the world.  
 
However, pressure from industry, trade unions and 
consumers made the proposed increases politically 
controversial. Mining companies, which have 
already been hard hit by the appreciation of the 
rand, would have been particularly affected by the 
price rises.  
 
*South Africa aims to supply electricity to all homes 
within four years and all schools by the middle of 
this year, the energy department said. *The extent 
of electricity penetration in the domestic sector is 
currently about 75 per cent,* it said in its three-
year strategic plan. *The target date to reach 
universal access for all formal households is 2012, 
with informal dwellings to follow by 2014.*  
 
The government plans to ensure that *clean 
energy* accounts for 30 per cent of the country’s 
power by 2025. Solar water heaters should be 
installed in all 6m households, a measure that will 
save 3,600MW of energy, it said. It did not set a 
deadline for the goal to be met.  
 
The government*s previous target was to install 
solar heaters in 1m homes by 2014.  
 



 154

Business Week  
 
South Africa ‘Disappointed’ by Response to Eskom 
Loan  
March 04, 2010, 9:52 AM EST  
 
By Nasreen Seria and Rishaad Salamat  
 
March 4 (Bloomberg) - South African Finance 
Minister Pravin Gordhan said he is ‘disappointed’ by 
the response of developed countries to Eskom 
Holdings Ltd.’s plan to seek about $4 billion in loans 
from the World Bank to build power plants.  
 
‘It’s the first loan South Africa is asking the World 
Bank for, and suddenly there’s all sorts of doubts,’ 
Gordhan said in an interview with Bloomberg TV in 
London today. There are ‘moral voices being raised 
about why the World Bank should not be financing 
coal-fired power stations.’  
 
Eskom, the state-owned power utility, is struggling 
to fund a 460 billion rand ($62 billion) five-year plan 
to boost supplies in Africa’s biggest economy. 
National Treasury and Eskom officials went to 
Washington last month to discuss the terms of a 
$3.75 billion loan for the construction of the Medupi 
coal-fired plant. An additional $250 million in loans 
has also been requested from the World Bank’s 
Clean Technology Fund.  
 
‘We hope they understand that developing countries 
need a period of time during which they will still use 
coal, but make a commitment, like South Africa is 
making, to the renewable side of the energy 
spectrum,’ Gordhan said.  
 
The World Bank’s board will meet late this month or 
early in April to consider Eskom’s loan application, 
Sarwat Hussain, the bank’s spokesman in 
Johannesburg, said in a phone interview.  
 
Gordhan said the government can ‘manage’ 
Eskom’s funding to ensure that the construction of 
power plants is not halted.  
 
‘The financing of Eskom had been more or less 
sewn up,’ Gordhan said. ‘We now just got a few 
more billion to look for. I am sure we will find it in 
one place or another.’  
 
South Africa may increase its loan guarantees to 
Eskom, Gordhan said. The government has already 
lent 60 billion rand to Eskom and guaranteed 175.9 
billion rand of its debt.  
 

‘We will increase our guarantees to Eskom,’ 
Gordhan said. ‘The more immediate thing is that 
the building program is not inhibited in any way.’  
 
 - With assistance from Vernon Wessels in 
Johannesburg. Editors: Philip Sanders, Ben Holland  
 
To contact the reporters on this story: Nasreen 
Seria in Johannesburg at nseria@bloomberg.net 
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01 – 03 March 2010 COSATU CEC press statement 
 
The Central Executive Committee of the Congress of 
South African Trade Unions, comprising national 
office bearers and representatives of all 21 affiliated 
unions and provincial structures, held a scheduled 
meeting from 01-03 March 2010. 
 
NERSA decision and Eskom  
 
The CEC endorsed the total rejection of Eskom’s 
25% a year tariff increases and raised questions as 
to the role of NERSA, which has blatantly ignored 
the overwhelming opposition to the increases 
expressed by the public at their hearings.  
 
We remain opposed to privatisation of power 
generating capacity and provision of electricity. 
Accordingly we completely reject the introduction of 
IPPs into the sector. Privatisation is not an answer 
or panacea to societal problems. It will increase and 
not decrease the prices, it will sideline those who 
want access to electricity and will make the current 
prices increases look like a Sunday school picnic.  
 
We will engage with the ANC on two areas: 
 
We are concerned about the reports that the ANC 
investment arm has invested in Eskom, raising 
serious questions of and inherent conflict of 
interest. The problem with this is that the ANC will 
not be able to ward off genuine concerns that it 
may have decided to accept the extraordinarily high 
tariffs imposed on the poor and industry 
irrespective of consequences because it stands to 
benefit. If this is true that the ANC Company has 
invested in Eskom then God help us all. 2. To the 
best of our recollection there is no ANC policy 
calling for the introduction of private investors in 
power generation. Where and when was this 
decision taken? To us this, together with the policy 
on wages subsidies for the youth, is an example of 
how conservative and pro-business bureaucrats 
manipulate and sidestep democratic processes. 
 
We shall immediately submit a new Section 77 
Notice, or possibly use the existing and previously 
submitted one which was never resolved, and if the 
tariff policy is not changed, to embark on strike 
action and street protests against increases which 
will devastate poor consumers, push up inflation 
and lead, according to the estimate of the SA 
Chamber of Commerce and Industry to 250 000 
more jobs being lost. We are happy that this is a 
resolution arrived at the recent labour conference 
and therefore the decision to submit a Section 77 

notice has a full support of both FEDUSA and 
NACTU.  
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Gordhan pans opposition to Eskom’s World Bank 
loan  
 
By: Terence Creamer 4th March 2010  
 
Updated 1 hour 26 minutes ago  
 
South Africa’s Finance Minister Pravin Gordhan 
would initiate discussions with those developed 
countries that had indicated their reticence to 
endorsing a $3,7-billion (about R28-billion) World 
Bank loan for South Africa’s power utility Eskom, 
which is seeking finance for its R120-billion Medupi 
coal-fired development.  
 
Speaking with Bloomberg in London on Thursday, 
Gordhan said he had been ‘disappointed’ by the 
response of some rich countries to what would be 
South Africa’s first World Bank loan since the 
advent of democracy in 1994.  
 
‘Suddenly, there are all sorts of doubts,’ Gordhan 
lamented in a television interview.  
 
He argue, too, that these questions seemed to go 
against the agreements reached in Copenhagen, 
Denmark, in December, where it was acknowledged 
that developing countries had the right to continue 
with coal-fired projects while seeking to transition 
to longer term low-carbon growth paths.  
 
Eskom was currently building two new coal-fired 
power plants, Medupi and Kusile, which would 
together be phased in to add some 9 600 MW of 
much needed new capacity between 2012 and 
2018. Both projects were, however, facing potential 
delays, with Eskom reporting last year that Kusile 
would be delayed by at least a year.  
 
The utility has already indicated that it will have to 
draw on development finance institution resources, 
as well as on the South African and international 
capital markets, to help it in close a substantial 
funding gap for its R400-billion-plus build 
programme.  
 
This gap would remain considerable, despite the 
National Energy Regulator of South Africa having 
granted the utility price increases of around 25% a 
year for the next three years. The approval, which 
was a full ten percentage points lower than that 
which had been requested by the utility, was 

expected to result in an increased borrowing 
requirement at Eskom.  
 
The utility, whose 40 000 MW fleet was more than 
90% coal based, secured a R20,7-billion loan from 
the African Development Bank in November 2009. 
It was now hoping to secure a larger World Bank 
loan, with a decision possible during March or April.  
 
But environmental groups, as well as some 
governments, were opposed to the loan, saying that 
the Medupi project would contribute to the 
acceleration of climate change and should not be 
financed, despite having apparently met the World 
Bank’s guidelines for coal projects.  
 
In fact, Business Unity South Africa (Busa), which 
supports the provision of the loan to Eskom, has 
argued that the Medupi project is in line with 
‘Development and Climate Change: A Strategic 
Framework for the World Bank Group’.  
 
‘Accessing a World Bank loan is appropriate for a 
developing country like South Africa, which is both 
under borrowed internationally and anxious to build 
necessary infrastructural capacity,’ Busa said in a 
statement.  
 
Meanwhile, World Bank vice president for Africa 
Obiageli Ezekwesili was quoted by Reuters as 
saying that South Africa’s urgent need for an 
energy infusion made the Medupi project necessary, 
while noting that the South African government had 
committed to a long-term plan to move toward 
more investments in renewable sources of energy.  
 
‘There is no viable alternative to safeguard South 
Africa’s energy security at this particular time,’ 
Ezekwesili said. South Africa’s Eskom, he said, 
provided 95% of the country’s power but also 45% 
of Africa’s needs.  
 
South Africa’s delegation on a State visit to the UK, 
which was led by President Jacob Zuma, had 
apparently canvassed the loan issue with the UK 
government, and was expected to approach the US, 
France and Germany on the same matter before the 
next World Bank board meeting.  
 
Edited by: Creamer Media Reporter  
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S.African Eskom to auction up to 500 mln rand of 
bond  
 
JOHANNESBURG (Reuters) - South African power 
utility Eskom said on Thursday it would auction up 
to 500 million rand of its ES23 bond on March 10.  
 
The utility said the minimum bids allowed would be 
one million rand and the bidding methodology 
would be on a spread basis to the government’s 
2021 bond.  
 
The National Treasury said in its 2010 Budget 
Review last month it was assisting power Eskom to 
access funding from the World Bank. The Bank will 
this month consider a loan application for $3.75 
billion, along with $250 million from the Bank’s 
Clean Technology Fund.  
 
The Treasury last year approved guarantees 
totaling 176 billion rand to support construction of 
new power plants.  
2010-03-04 11:56:43  
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Business Report  
 
South Africa weighs carry-trade impact; forex 
volatility curbs Comments  
 
March 4, 2010  
 
South Africa is looking at the impact of the carry 
trade on its rand currency and is weighing its 
options to curb currency volatility, the country’s 
finance minister said on Thursday.  
 
Pravin Gordhan ruled out the adoption of capital 
controls but noted that the International Monetary 
Fund (IMF) seems to be shifting its thinking on 
restrictions on the movement of capital.  
 
‘We have made a commitment that we will lean 
against the wind...we want less volatility,’ Pravin 
Gordhan told a business presentation at Bloomberg.  
 
‘We are...looking at the impact of the carry trade 
more carefully and the options we have to assist 
the currency to have less volatility,’ he said, adding 
that the government was assisting the central bank 
to build up reserves to have a buffer during bouts 
of sharp currency swings.  
 
‘All exporting currencies want a competitive edge as 
far as exchange rates are concerned.’  
 
Having risen some 25 percent against the dollar 
over the last 12 months, the rand now hovers at 
one-month highs against the dollar.  
 
The exchange-rate appreciation seen in emerging 
economies such as South Africa has been attributed 
to carry trades - borrowing in currencies with the 
lowest interest rates to punt the proceeds on 
higher-yielding ones.  
 
Brazil in October imposed a tax on capital inflows to 
halt the sharp appreciation of its currency and 
Russia has said it was considering ‘soft’ measures to 
stem inflows.  
 
Gordhan reiterated that South Africa had no plans 
to adopt capital controls for the time being but 
noted that global consensus on the issue had begun 
to shift.  
 
‘We will go with accepted wisdom at the 
moment...(but) the IMF and other players are 
asking for a rethink on inflation targeting, on 
interest rates and capital controls. They share the 
concerns that all of us have,’ he said.  

 
In a shift from its long-held view that capital curbs 
are ineffective, the IMF says it now sees capital 
controls as one temporary measure to curb sudden 
surges in money flowing into emerging economies.  
 
CENTRAL BANK, ESKOM  
 
Gordhan, who assumed his position last May, said 
the central bank’s new mandate stressed its role in 
keeping a ‘watchful eye on what is called balanced 
and sustainable growth.’  
 
This involves not only economic expansion but also 
boosting employment in a country where roughly a 
quarter of the population are jobless.  
 
The minister also said the finance ministry was 
progressing with providing financing for power 
utility Eskom, with the World Bank this month 
considering a loan application from Eskom for $3.75 
billion (R28 billion).  
 
‘We’ve got a few more billion to look for for Eskom, 
we’ll find it some place or another,’ Gordhan said.  
 
‘On the financing side we can manage that, we will 
increase our guarantees to Eskom.’  
 
The Treasury last year approved guarantees 
totalling R176 billion to support construction of new 
power plants. - Reuters  
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Africa ready for energy transformation – World 
Bank  
 
By: Reuters  
Published: 4 Mar 10 - 8:06  
 
Just as Africa spent a decade transforming its 
telecoms market that connected huge swathes of 
the continent, the World Bank’s top official for 
Africa sees the next giant developmental leap in the 
power sector.  
 
New technology and legal reforms in Africa’s 
telecoms market opened the way for a boom in 
affordable mobile phone service, said Obiageli 
Ezekwesili, vice president for Africa at the World 
Bank.  
 
A similar transformation could repair Africa’s power 
sector that has suffered from years of 
underinvestment.  
 
‘The next big thing that will happen on the 
continent is going to be massive investment of 
private capital into Africa’s energy sector,’ 
Ezekwesili said in an interview with Reuters.  
 
The changes are being forced by a critical shortage 
in power supplies across Africa that is stifling 
economies.  
 
Chronic energy shortages in South Africa, the 
region’s economic powerhouse, have forced its 
government to turn to the World Bank for a 
controversial $3,75-billion loan to fund a coal-fired 
plant, which is drawing criticism from 
environmentalists because of effects on climate 
change.  
 
South Africa’s urgent need for an energy infusion 
made the project necessary, Ezekwesili said, adding 
that the government has committed to a long-term 
plan to move toward more investments in 
renewable sources of energy.  
 
‘There is no viable alternative to safeguard South 
Africa’s energy security at this particular time,’ 
Ezekwesili said. South Africa’s Eskom, he said, 
provides 95 percent of the country’s power but also 
45% of Africa’s needs.  
 
In the same way new telecoms technology gave 
Africa affordable cell phones, so too can private 
sector investment bring power to millions of people 
in the region through renewable sources, said 
Ezekwesili, who is from Nigeria.  

 
Across a continent endowed with ample resources 
to meet all of its energy needs, only one in four 
people have access to electricity, World Bank 
figures show. The OECD estimated that Africa will 
need to spend up to $500-billion in the next two 
decades to meet power demands.  
 
FINDING THE POWER DEALS  
 
There are already signs that countries, including 
Uganda, Cameroon, Mali, Rwanda, Kenya and Togo, 
are teaming up with power investors to help expand 
power generation capacity.  
 
Ugandan President Yoweri Museveni has highlighted 
the urgent need for more power to keep that 
economy growing at a rapid pace. Last year, 
Museveni said his country wanted to more than 
double its energy capacity by exploiting two gas 
deposits and completing two hydro dams by the 
end of 2010.  
 
Power specialists say the main obstacles to 
investment in the sector are associated with 
bureaucratic red tape, lack of planning and difficulty 
finding the projects that financiers will back.  
 
This is where the World Bank’s private-sector 
lender, the International Financial Corp, hopes to 
help by combining private capital and expertise.  
 
In Senegal, where the government has divided the 
country into 11 electricity concessions, which will be 
opened to private-sector bids, IFC has invested 
about $750 000 in Comasel, a unit of Morocco’s 
electricity utility.  
 
The project will use a mix of grid connections and 
individual solar kits to bring power to 300 rural 
villages.  
 
These investments were also an opportunity for 
private companies to work alongside national 
utilities in public-private partnerships to help finance 
power deals.  
 
Just as mobile phone business in Africa has taken 
off with pre-paid phone cards, a similar strategy 
could work for lighting up Africa.  
 
Much of the changes will also come with the 
‘neighborhood effect,’ in which successful change in 
one country influences others, said Ezekwesili. ‘The 
next generation of sector-specific reforms is in 
energy,’ she added.  
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She cited Uganda’s Bujagali hydro power project, a 
250-MW power generating facility located on the 
Nile also funded by the World Bank, as an example 
of a transformative project in Africa’s energy sector.  
 
The project developer, Bujagali Energy Ltd, will sell 
electricity directly to Uganda’s transmission 
company, promising to lower the cost of power and 
reducing the country’s reliance on expensive 
thermal plants.  
Edited by: Reuters  
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Business Day  
 
TIM COHEN: MONDAY COMMENT  
  
Published: 2010/03/01 07:24:19 AM  
 
DID the National Energy Regulator of SA (Nersa) do 
the right thing by allowing Eskom successive 25% 
price hikes over the next three years?  
 
It’s an impossibly hard question to answer. The 
whole issue is now hopelessly politicised, and one 
has to have sympathy for Nersa officials caught 
between Eskom’s needs and those of the general 
public.  
 
However, having said that, I can’t help feeling that 
consumers have been ripped off, despite the 
increases being significantly lower than those 
initially requested by Eskom. In fact, I would say, 
consumers have been ripped precisely because the 
numbers are so much less than Eskom asked for.  
 
If any organisation says it can’t possibly get by with 
less than a 45% increase, and then lops 10 
percentage points off the request, it suggest the 
numbers are a bit funky. Work out the basis on 
which these lower submissions were calculated and 
compare that with Eskom’s published numbers, and 
the numbers look even funkier. Is it possible that 
Eskom, far from being the cash-strapped public 
utility it’s making itself out to be, will within a few 
years spring back into startling financial virility? 
Could this possibly be achieved with the capital 
expenditure programme under way?  
 
This is not just possible, it’s positively likely.  
 
Eskom’s 2009 annual report says it sold electricity 
at an average price of 25c/kWh during the period 
under review.  
 
This had risen about 1c a year since 2005 (from 
16c/kWh) until 2008, when the previous double- 
barrelled increase took place and it jumped from 
20c/kWh to 25c/kWh.  
 
But of course, costs have increased too. Costs 
increased steadily from 13,5c/kWh in 2005 to 
27,6c/kWh last year.  
 
At this rate, Eskom was generating electricity at a 
loss last year — the difference between the 
25c/kWh selling price and the 27,6c/kWh it was 
costing Eskom to produce.  
 

Now things start to get complicated because Eskom 
hasn’t yet reported for 2009-10 so there is a year 
gap in the figures.  
 
Still, we can extrapolate, because Nersa has told us 
the level of increases.  
 
Nersa announced the electricity price which Eskom 
will now be allowed to charge will be 41,57c/kWh, 
52,3c/kWh and 65,85c/kWh for the 2010-11, 2011- 
12 and 2012-13 financial years respectively.  
 
Nersa pegs this as a series of roughly 25% 
increases and a 24,8% increase over the 2009-10 
figure. Compared to Eskom’s 2009 annual report for 
the 2008- 09 year, the increase comes to 66%, 
which shows how much prices have increased even 
before Nersa’s new ruling .  
 
Still, the point is how much will Eskom actually 
make once the new prices are factored in, and will 
this pay for the expansion drive?  
 
That depends a lot on input cost increases, but 
fortunately testimony at the Nersa public hearings 
suggest Eskom is pegging these increases at 12,7% 
a year.  
 
If you extrapolate that through, what you get to is 
a cost price of electricity for Eskom at about 
35c/kWh for 2010-11, rising to 45c/kWh in 2013.  
 
This means that the difference between the cost 
price and sales price will be about the same as it 
was in 2005, when Eskom generated R15bn in cash, 
and had a profit of R5,4bn on revenue of R43bn. 
Nersa has actually specified Eskom’s revenue for 
the period under review.  
 
Keeping the proportions the same as 2005, and 
Eskom will earn R14bn in profit 2010-11.  
 
This is, however, very different from Eskom’s own 
estimates.  
 
Eskom’s estimates, based on the application for a 
higher increase in its multiyear price determination 
presentation, suggest it would make a profit of only 
R5,6bn in 2010-11, rising to R45bn in 2012-13.  
 
Eskom must have a better handle on its finances 
than a simple extrapolation such as this would 
suggest, but instinctively, when you compare these 
numbers, you have to wonder whether Eskom was 
presenting were a low- ball negotiating position 
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rather than a realistic assessment of its economic 
planning.  
 
It gets more complicated too. One of the reasons 
for Eskom’s plight is, as everybody knows, its 
contracts with the aluminium smelting industry. The 
really scary part of Eskom’s financials is not actually 
its R200bn-plus expansion projects, as astounding 
as they are, but the R9,5bn loss it racked up on 
‘embedded derivatives’. Why this has not got more 
publicity, I have no clue.  
 
The 2009 annual report says this about these 
contracts: ‘Eskom has a number of commodity-
linked pricing contracts with aluminium producers, 
which both offer discounted prices, and also link the 
electricity prices to commodity prices and exchange 
rates. The year-end valuation of these contracts 
(embedded derivatives) resulted in an accounting 
loss of R9,5bn . They are clearly not sustainable 
and Eskom will be engaging these customers with a 
view to achieving more equitable pricing.’  
 
Consequently, Eskom is blaming these contracts on 
BHPBilliton and Mozal, but on closer inspection, it’s 
not clear that the contracts are to blame as much 
as Eskom itself.  
 
Elsewhere in the annual report it says ‘the fair value 
loss of R9506m in the books of Eskom is mainly due 
to the following: the sharp decrease in the 
aluminium price at 31 March last year compared 
with 31 March 2008 is the major contributing factor 
to the loss’. So, reading between the lines here, is 
what happened: Eskom has contracts based on the 
aluminium price with the smelting companies in 
terms of which it earns less as the aluminium price 
declines. In order to mitigate that potential loss, it 
bought derivative contracts long the aluminium 
price which are now seriously under water. Why it 
would be long aluminium rather than short, I 
cannot explain.  
 
Whatever the case, the aluminium price has 
rebounded 30% from March last year, so we can 
assume this loss item will reverse itself somewhat, 
on the assumption that Eskom didn’t go and do 
something silly in the derivatives market in the 
meantime.  
 
The point is that the cost price to Eskom of 
producing electricity ought not to be as high as it 
was in the past if these losses are taken into 
account.  
 

Overall, I might be wrong and notwithstanding 
Nersa’s pared back decision, I still get the feeling 
that Eskom has decided to maximise its theoretical 
woes in order to get a whopping set of increases 
out of the regulator, putting its own interests 
decidedly before those of the country. 
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Business Report 
 
Eskom’s R29 billion World Bank loan runs into 
opposition  
 
Broad coalition threatens to boycott bonds 
February 23, 2010 
 
By INGI SALGADO 
 
A coalition of organisations launched a global 
campaign yesterday to block the World Bank from 
lending $3.75 billion (R29bn) to cash-strapped 
Eskom, the bulk of which is set to finance the 
Medupi coal-fired power station. 
 
They vowed to mobilise country directors within the 
bank to vote against the loan next month, and 
threatened to revive the World Bank ‘bond boycott’, 
launched a decade ago to end structural adjustment 
programmes and lending to environmentally-
destructive projects. 
 
The bank secures the bulk of its funds by selling 
bonds to potential investors like pension funds and 
local governments. 
 
The latest campaign is driven by South African non-
governmental organisations, among them Climate 
Justice Now, groundWork and the Federation for a 
Sustainable Environment. It has the backing of both 
the National Union of Metalworkers of SA and the 
SA Council of Churches, as well as organisations in 
the US, India and Bangladesh, among others. 
 
It comes amid tensions between segments of the 
World Bank and the US government, which quietly 
issued a guidance note to multilateral development 
banks during climate change talks in Copenhagen in 
December to limit the conditions under which they 
financed coal-fuelled power generation in 
developing countries. 
 
The note raised the ire of nine World Bank 
executive directors, who sent a letter to World Bank 
president Robert Zoellick this month complaining 
that it highlighted ‘an unhealthy subservience of the 
decision-making processes in the bank to the 
dictates of one member country’. 
 
They further complained that the US was 
attempting to shift bank lending to developing 
countries from coal to renewable energy without 
providing new financial resources and technology to 
enable the transition. The letter suggested that the 
bank had already responded to the US guidelines by 

dropping funding for the Thar coal and energy 
project in Pakistan. 
 
GroundWork director Bobby Peek said yesterday 
that he understood the US planned to abstain from 
the Eskom vote but the anti-loan coalition would 
send delegations to the US over the next few weeks 
to lobby the US administration to use its 17 percent 
voting share to stop the Eskom loan. 
 
Officials from the National Treasury and Eskom 
visited Washington last week to discuss the loan 
terms with the World Bank. It was reported that 
further funding requests could be made. The 
Budget Review last week identified possible second-
phase World Bank loans worth $1.25bn. 
 
Eskom has become reliant on multilateral financial 
institutions to help fund the costs of its R400bn 
capital expansion as private capital for 
infrastructure expansion has dried up. 
 
It has also asked the National Energy Regulator of 
SA to raise electricity tariffs 35 percent a year for 
the next three years, and a decision is due 
tomorrow. 
 
The World Bank confirmed yesterday that a decision 
on the Eskom loan was due to be taken late next 
month. Inger Andersen, World Bank’s director for 
sustainable development in Africa, said the loan 
would support the ‘responsible use of coal as an 
interim resource for power generation, given lack of 
viable alternatives’. 
 
But the coalition said that if granted, the loan would 
fly in the face of the World Bank’s attempt to 
portray itself as a climate-friendly financier. 
 
It would generate an unnecessary expanded climate 
debt owed by South Africa as well as externalised 
costs for communities around coal mines. In the 
meantime, demand-side management would 
mitigate the need for new power plants. 
 
According to the World Bank website, Eskom’s 
Medupi project met the bank’s criteria for backing 
coal power projects, and would help avoid an 
energy crisis across southern Africa. 
 
‘A rigorous analysis of the alternatives to coal-fired 
power plants was conducted; domestic or regional 
alternatives cannot meet the required baseload 
capacity (9 600 megawatts over five years),’ it said. 
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The loan comprises $3bn to pay about a fifth of 
Medupi’s costs, another $260 million for renewable 
energy projects (wind and concentrating solar 
power), and $490m for low-carbon energy 
efficiency projects. 
 
The bank said its energy portfolio was increasingly 
oriented toward renewable energies and energy 
efficiencies. Last year, this accounted for 40 percent 
of all energy financing the bank made. 
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The Mercury 
 
Global campaign to stop loan 
 
Eskom told to charge companies fair rates  
February 23, 2010 
 
By Tony Carnie 
 
Instead of forcing ordinary South Africans to 
swallow 35 percent electricity hikes, the 
government could solve the power crisis virtually 
overnight by cancelling or renegotiating Eskom’s 
‘sweetheart’ power deals with international 
aluminium smelters and big mining houses. 
 
This was the call in Durban last night from nearly 
100 civil society groups which have launched a 
global campaign to prevent Eskom from securing a 
$4 billion (R30 billion) loan from the World Bank to 
finance new coal-fired power stations. 
 
Patrick Bond, a Durban economist and head of the 
Centre for Civil Society at the University of 
KwaZulu-Natal, said the power crisis could be 
resolved very swiftly if Eskom charged equitable 
tariffs to ordinary consumers and big industry. 
 
However, as things stood, ordinary consumers were 
paying up to seven times more for their electricity 
than several international power-guzzling industries 
such as BHP Billiton, which has massive aluminium 
smelters in Richards Bay. 
 
Although Eskom has consistently refused to disclose 
details of its special pricing agreements with BHP 
and other large industries, Bond said South African-
based multinational groups still enjoyed the 
cheapest electricity tariffs in the world. 
 
Whereas ordinary household consumers paid an 
average of 35 cents to 40 cents per kilowatt-hour of 
electricity, some of the largest industries were 
paying as little as 5 cents to 11 cents per kWh, 
thanks to deals negotiated during the apartheid era 
by former Eskom treasurer Mick Davis, who later 
accepted a senior position with BHP Billiton. 
 
Bond was speaking on the sidelines of the African 
Utility Week power conference which will be opened 
today by Energy Minister Dipuo Peters. 
 
‘It is not just me who is saying that these special 
pricing agreements don’t make any sense. Bobby 
Godsell and Jacob Maroga of Eskom, Standard Bank 
chairman Derek Cooper and Jeremy Cronin (deputy 

Transport minister and senior SA Communist Party 
leader) have all raised similar concerns,’ he said. 
 
Responding to questions on why the World Bank 
would contemplate refusing a loan to Eskom, Bond 
said the current campaign to cancel the proposed 
R30 billion loan might seem like a ‘quixotic’ David 
and Goliath campaign. 
 
‘But I think we are in for a good fight,’ he said, 
noting that cancellation was feasible if the United 
States Treasury exercised its power as a 17 percent 
contributor to the World Bank’s recapitalisation 
programme. 
 
Campaign supporters include the powerful US 
environmental lobby group, the Sierra Club, along 
with scores of local civil society groups in South 
Africa and elsewhere. 
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SABC 
 
Environmental activists oppose Eskom’s $3 billion 
loan  
 
22 February 2010, 3:35:00 
 
Environmental activists from around the world have 
called on the World Bank to refuse Eskom’s 
application for a $3 billion loan. The loan, which 
Eskom applied for last year, is expected to fund the 
utility’s two new coal fired power station projects. 
 
The activists from around the world have warned 
that the loan will be bad for South Africa’s economy 
as well as the environment. The call comes as 
energy moguls from around the continent meet in 
Durban for African Utility Week. 
 
‘The rate for electricity that is being paid by 
business, is four times lower than by communities. 
This needs to be re-structured and most 
importantly, the type of business that uses a lot of 
electricity and that is an export business – does not 
create jobs in South Africa. We need a service-
orientated internal South African industrial strategy 
that uses energy for South Africa and then we will 
find out who is able to afford energy,’ says Director 
of local environmental Non-governmental 
organisation, Groundwork, Bobby Peak. 
 
Peak says they are making the call on the sidelines 
of the energy summit, because the discussions 
revolve around ways to meet the continent’s future 
energy needs. 
 
Electricity utility Eskom applied for a price increase 
of 35% every year for three years to help raise 
funds for its R385-billion power expansion 
programme. Prior to this application, it had 
demanded an annual 45% hike over the next three 
years, but reviewed the application after strong 
protests from major mining companies. Last year 
Eskom increased its tariffs by 31%. 
 
The National Energy Regulator of South Africa 
(Nersa) will announce its decision on Eskom’s tariff 
application on Wednesday. In January, Nersa held 
public hearings in all provinces on the tariff 
application. 
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Business Day 
 
Challenge Now is to Lessen Shock of Price Hikes for 
Poor 
 
Anton Eberhard 
 
22 February 2010 
 
Johannesburg — THE electricity regulator will soon 
make a necessary, but unpopular, decision. It will 
allow Eskom tariffs to double over the next three 
years. 
 
The decision is necessary because electricity prices 
are uneconomic and insufficient to support new 
investment by either Eskom or the private sector. 
 
It will be unpopular because each of us will be 
affected negatively. Inflation will increase, economic 
growth will be blunted and welfare will be 
diminished. 
 
How do we best mitigate the negative effects of 
much higher electricity prices? 
 
Our economy is likely to experience structural 
changes. We will have less energy-intensive 
industries. Mines and businesses will invest in more 
energy-efficient equipment and processes. Some 
will be able to generate their own power using 
waste heat. Middle- and higher-income households 
will reduce electricity consumption by investing in 
compact fluorescent light bulbs, insulation in their 
ceilings, solar water heaters and other smart 
energy-management devices. 
 
But what about the poor, who consume only basic 
amounts of energy and have limited access to 
relevant information and investment opportunities 
to save energy? 
 
Already, energy constitutes a significant proportion 
of their disposable income. Steep electricity price 
hikes will force even lower consumption, reduce 
welfare and deepen poverty. Designing and 
implementing an effective and targeted subsidy 
system for such households seems both right and 
possible. 
 
What is not widely appreciated is that SA already 
has extensive electricity subsidies, amounting to 
more than R8bn a year. 
 
There are fiscal subsidies for connecting low-income 
households (R2,6bn), as well as a monthly free 

basic consumption allowance of 50 units (R1bn). 
 
There are also extensive cross-subsidies from 
Eskom’s large industrial consumers to its small 
household consumers (R2,2bn) and nonpayment, or 
theft, amounts to an additional free subsidy 
(R2,5bn), at the expense of other paying 
consumers, some of them poorer than those not 
paying. 
 
Of Eskom’s 4-million registered household 
consumers, an astonishing one-third recorded no 
electricity consumption over the past year. What is 
happening? Either consumers have switched back 
to other fuels such as paraffin or, more likely, many 
of them have worked out how to bypass the meter 
and are consuming electricity without paying. 
 
Municipalities, which supply the other half of 
electricity consumers are, in all likelihood, also 
experiencing high levels of ‘nontechnical’ losses. 
Data are scarce. 
 
So subsidies (either explicit or hidden) are already 
extensive. But they by no means reach all who 
deserve them. 
 
One in four South Africans still does not have 
access to electricity. They are the poorest of the 
poor, living in informal urban settlements or remote 
rural communities. 
 
Dealing with this service delivery backlog would 
mean an investment of about R6bn a year over 10 
years. 
 
And extending the free basic electricity allowance of 
50kWh a month to all low-income households would 
imply an annual subsidy of R4bn in three years’ 
time, when electricity prices double. 
 
Furthermore, Eskom’s current cross-subsidies to its 
Homelight customers would balloon to R5bn, as 
would the value of stolen electricity. The current 
R8bn in electricity subsidies could easily become 
R20bn in three years’ time. 
 
Clearly the question arises how affordable electricity 
subsidies will be in the future, either fiscally or in 
terms of cross-subsidies from other electricity 
consumers. 
 
Some have proposed that more electricity is 
provided free to poor households each month. But a 
more sensible approach may be to look at whether 
existing subsidies are well enough targeted - are all 
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those who need them actually receiving them. 
 
Following international best practice, it makes sense 
to continue with subsidies, first, for the capital 
needed to connect those who still do not have 
access to electricity and, second, for a basic level of 
consumption for poor households, who can afford 
only small amounts of electricity. 
 
Eskom’s Homelight consumers fall into this 
category. Connection costs are fully subsidised and 
a free basic amount is provided each month. 
 
The supply is limited to 20 amps - households can 
use lights, a small cooker, kettle and other small 
appliances, but not a hot water geyser or full-space 
heating. 
 
This may seem a patronising option: we’ll give you 
a subsidy, but only if you limit your consumption. 
But the reality is that this supply-tariff option best 
matches the consumption patterns of these 
households. 
 
And the application of the subsidy is simple. Those 
households who need and want the subsidy self-
select this supply option. 
 
However, not enough consumers are actually 
receiving these subsidies. 
 
Only 150 000 new connections are being made 
each year and Eskom disburses only R270m in free 
basic electricity subsidies. 
 
Data on municipal disbursements of this subsidy are 
hard to come by, but it would be fair to assume 
that they also experience challenges. 
 
One of the problems with the Eskom tariff that is 
applied to these consumers is that after the free 
basic amount, the consumption charge is higher 
than the marginal rate of energy production. 
 
Eskom is therefore trying to recuperate some of its 
fixed monthly costs of supplying these customers 
through raising the consumption tariff. 
 
A better subsidy would be to cover all fixed costs, 
offer the same level of free basic electricity each 
month, and then to charge subsequent energy use 
at the marginal cost of production. 
 
So we face really difficult choices. Electricity is 
becoming unaffordable for the poor. But the scale 
of subsidies might also be unaffordable fiscally or in 

terms of cross-subsidies. 
 
Any new proposals for subsidies need to calculate 
their full cost if properly applied, how they might 
grow in the future and whether they are affordable. 
 
There are a number of additional subsidy 
challenges. 
 
What do we do about the not-so-poor - those who 
do not want to accept a demand-limited supply but 
who consume modest amounts of electricity and 
cannot easily access information or investment to 
become more energy-efficient? 
 
In principle, one can think of subsidy options, but 
they are more difficult to implement and would 
need more careful study before finalising. 
 
Further ways of mitigating electricity price increases 
would be to limit the profits municipalities make 
from electricity sales. 
 
There is no reason municipal customers’ electricity 
bills should double over the next three years. While 
the cost of power purchases from Eskom clearly 
needs to be passed on to municipal consumers, the 
balance of the tariff - municipalities’ own 
distribution and customer service charges - should 
rise only by the rate of inflation. 
 
So the challenge is to understand what is affordable 
in terms of subsidies and how best to target and 
implement them. Hopefully the electricity regulator 
will consider these issues carefully before 
announcing the inevitable electricity price increases. 
 
Eberhard is a professor at the University of Cape 
Town’s Graduate School of Business. 
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iafrica.com/business/randwatch/2247920.htm 
 
Range waits on GDP 
Article By: Gareth Vorster 
 
The rand was range bound in morning trade on 
Tuesday, tracking the euro amid local GDP data out 
later. 
 
At 08:58 the rand was bid at 7.7054 to the dollar 
from 7.042 at its previous close. It was bid at 
10.4935 to the euro from its previous close of 
10.4681 and was at 11.9442 against the sterling 
from 11.9178. 
 
The euro was bid at $1.3628 from $1.3605 
previously. 
 
A local currency trader said: ‘We saw a reasonable 
try to break through the range on the upside last 
night. GDP data is out later, although it doesn’t 
usually have too much of an impact on the rand. 
There is also data out in Germany, and the US later. 
The euro is also trading steadily.’ 
 
RMB analysts noted in their morning report that 
investors seem a little fed up with the rand’s 
inability to break lower and as they give up hope, 
US dollar/rand has pushed back to the upper-end of 
its range. There are also reported rumours of SARB 
buying. ‘We still feel the natural bias is lower but 
this morning’s trade will probably settle around 7.70 
in front of the 4Q09 GDP data at 11:30. Our 
expectation is that the economy grew at 2.6 
percent on a seasonally adjusted and annualised 
basis in the quarter, up from 0.9 percent in 3Q09,’ 
RMB analysts John Cairns and Nema Ramkhelawan 
said. 
 
‘Our view is in line with the consensus but a 
surprise figure could still push us five cents or so 
either direction, i.e. to the edges but probably not 
outside the current range,’ RMB said. 
 
‘Of concern for the rand is that a broad coalition of 
non-government organisations that are attempting 
to stop the World Bank approving Eskom $3.75bn 
loan application due to environmental concerns. 
The Budget suggested this approval could come as 
soon as March — but Business Report’s article this 
morning raises the question of whether the money 
will be forthcoming at all. This also comes just 
before NERSA is set to announce its decision on 
electricity price hikes,’ Cairns and Ramkhelawan 
said. 
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Daily News  
 
‘Scrap Eskom’s plan to steal’  
17 February 2010, 14:12  
 
By Noelene Barbeau  
 
Pensioners and schoolchildren braved the blistering 
heat yesterday to make their disgruntled point 
outside Eskom’s offices in Westville.  
 
Some of their T-shirt slogans illustrated their 
frustration - ‘Eskom no nuclear energy’ and ‘No lies, 
service delivery now’.  
 
Another banner read: ‘Eskom’s plan to steal from 
poor South African people and destroy our 
environment must be scrapped.’  
 
Eskom has applied to the National Energy Regulator 
of South Africa (Nersa) to increase electricity tariffs 
by 35 percent for 2010/2011 to 2012.  
 
And now communities, more than 50 non-
governmental organisations and environmental 
groups and academics are sending out a message 
of disapproval at three years of hikes.  
 
Bobby Peek of the environmental group 
groundWork called on the World Bank to stop a 
proposed loan of R29 billion to Eskom.  
 
‘If this loan - which may come up for a board vote 
in March or April - goes through, poor South 
Africans will have to bear the burden of Eskom’s 
debt and the World Bank’s cost recovery 
programme and climate change will intensify.’  
 
Peek explained that the loan would fund Eskom’s 
construction of coal-fired power plants.  
 
He said community groups fighting against the loan 
included activists in the polluted Vaal Triangle 
where people burnt coal for heating and cooking 
because electricity was unaffordable.  
 
‘Eskom shouldn’t be given the World Bank loan and 
won’t be as a result of this campaign,’ said Peek.  
 
Desmond D’Sa, of the South Durban Community 
and Environment Alliance, handed over a document 
to an Eskom representative.  
 
The document illustrated their views on the 
proposed World Bank loan and the decision Nersa 
would have to make.  

 
Pensioners from Wentworth, wearing Wentworth 
Development Forum anti-Eskom T-shirts, said they 
received a monthly pension of R1 010.  
 
‘Eight hundred rand currently goes towards our 
electricity bill. What’s left for other monthly 
expenses?’ asked a pensioner.  
 
noelene.barbeau@inl.co.za  
http://www.dailynews.co.za/?fSectionId=&fArticleId
=vn20100217124031724C355565  
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15 February 2010 
 
http://www.radio4all.net/index.php/program/39819 
 
Stanford University radio 
 
World Bank Loan to Fund Coal-Fired Power Plant  
 
Series:  Raising Sand   
Program Type:  Action/Event  
Featured Speakers/Commentators:  David Hallowes, 
Patrick Bond, Desmond D’Sa, Trevor Ngwane 
Contributor:  Raising Sand Radio  [Contact 
Contributor]  
Broadcast Restrictions:  For non-profit use only.  
 
Summary:  We look at the impact on carbon 
emissions, climate change, and our human 
environment if and when the World Bank makes a 
US $3.75 billion loan to South Africa’s electricity 
supply commission to build new coal fired power 
stations. David Hallowes, Desmond D’Sa, Trevor 
Ngwane, and Prof. Patrick Bond discuss the impact 
on carbon emissions, climate change, and our 
human environment. This show was recorded at 
The Center for Civil Society based at the University 
of KwaZulu-Natal, Durban and moderated by center 
director Prof. Patrick Bond. 
 


