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It is hereby certified that this 2025/ 2026 Business Plan:

» Was developed by CENTLEC’'s management in consultation with Mangaung
Metropolitan Municipality as the sole parent municipality.

» Considers all the relevant policies, legislations, and other mandates for the Company
which CENTLEC (SOC) Ltd is responsible for.

+ Accurately, reflects the strategic outcome-oriented goals and objectives which the

Company will endeavour to achieve over the period of this plan.

Mr. MS Sekoboto
Chief Executive Officer
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1. EXECUTIVE SUMMARY

CENTLEC (SOC) LTD undertook a comprehensive review of its business strategy in late 2023,
following directives from the Board of Directors. This initiative was driven by the recognition of the
need to recalibrate the organization’s trajectory in response to evolving factors within the electricity
distribution sector. The strategic review was designed to not only gain insights into current industry
trends but also to proactively position CENTLEC for long-term success. Following this analysis, a
strategic document outlining the organization’s vision for 2024-2027 was developed, from which

an annual Business Plan for 2025/26 has now been derived.

in undertaking this review, CENTLEC sought to establish a robust framework for a dynamic and
responsive future. The process involved a detailed examination of intemal performance metrics
alongside an assessment of external market trends and regulatory developments. By fostering
cross-departmental collaboration and leveraging specialized expertise in supply chain
management, revenue optimization, infrastructure resilience, and workforce management, the
organization has been able to identify both immediate challenges and long-term opportunities.
This meticulous evaluation has provided the necessary tools to refine strategic priorities and adapt

swiftly to the evolving industry landscape.

Furthermore, the development of the annual Business Plan for 2025/26 serves as a tangible
roadmap for operational success and strategic growth. Emphasizing the optimization of resource
allocation, the plan outlines targeted initiatives aimed at enhancing operational efficiency and
mitigating emerging risks. This proactive, forward-looking approach underscores the
organization’s dedication to not only meeting current industry demands but also anticipating future

developments to ensure enduring success.
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2. SUPPLY DYNAMICS AND DEPENDENCY ON ESKOM

A key component of CENTLEC's strategic review centred on addressing the vulnerabilities within
its supply value chain, particularly its dependence on Eskom. Recognizing this reliance as a
significant business risk, the organization has prioritized mitigating potential disruptions linked to
external factors impacting Eskom’s operations—such as load shedding, tariff fluctuations, and
infrastructural challenges. This focused approach is intended to reinforce CENTLEC's resilience

and safeguard its operational stability.

In parallel, the declining performance of Eskom’s coal fleet, coupled with the national momentum
towards renewable energy solutions, has introduced additional complexities. The urgent
imperative to replace ageing coal assets necessitates strategic interventions and innovative
solutions, ensuring that CENTLEC can adeptly navigate the evolving energy landscape. Through
these forward-thinking measures, the organization is committed to maintaining operational
continuity while effectively adapting to emerging industry trends.

REVENUE GENERATION CHALLENGES

Another significant focus area of CENTLEC's strategic assessment was the decline in sales
volume, attributed to various factors impacting revenue generation. This decline posed a
considerable challenge to the organisation’s financial sustainability, warranting strategic efforts to
mitigate its impact. The consistent rise in tariffs, mandated by the National Energy Regulator of
South Africa (NERSA), further exacerbated financial pressures, affecting both operational costs

and customer affordability.

The discrepancy in tariff increases between Eskom and municipalities/CENTLEC, coupled with
the resultant impact on consumption patterns, necessitated a nuanced approach to revenue
management. CENTLEC recognized the importance of addressing these complexities to ensure
financial sustainability and uphold customer satistaction, emphasizing the need for proactive

measures and innovative solutions.
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INFRASTRUCTURE INTEGRITY AND OPERATIONAL RESILIENCE

CENTLEC's strategic assessment also highlighted the significant threats posed by infrastructure
vandalism and load shedding to the organisation’s operational resilience. Incidents of vandalism
not only caused immediate operational disruptions, but CENTLEC also incurred substantial
financial implications for asset repair and replacement. Moreover, the consequences of load
shedding impacted not only the reliability and stability of power supply but also introduced

complexities in managing customer expectations and contractual commitments.

Recognizing the imperative of proactive measures, CENTLEC emphasized the importance of
addressing and mitigating the impacts of load shedding to ensure operational resilience and

maintain customer satisfaction.

This involved a multifaceted approach, encompassing infrastructure upgrades, maintenance, and

robust contingency planning to minimize the impact of operational disruptions.

INVESTMENT IN DIGITIZATION AND WORKFORCE DEVELOPMENT

CENTLEC's strategic framework is built on the dual pillars of significant investment in digitization
and robust workforce development. The organization recognized early on that embracing a full-
scale digital transformation across every facet of its operations was essential to keep pace with
the rapid evolution of the modern business environment. This transformation is designed to drive
greater operational agility, enhance efficiency, and stimulate innovation—thereby enabling
CENTLEC to swiftly adapt to changing industry trends and evolving customer expectations.

In parallel, CENTLEC is committed to a proactive approach in addressing skills and training needs
across the organization. With the anticipated retirement of several key personnel—individuals who
hold critical operational knowledge—the need to cultivate new talent has become even more
pronounced. The organization is dedicated to fostering a culture of continuous learning and
development, ensuring that the next generation of leaders is well-equipped to sustain long-term
growth and resilience. This strategic focus on human capital is integral to maintaining competitive

advantage and operational continuity.
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Furthermore, CENTLEC’s overall strategy is closely aligned with the developmental and strategic
agenda of the Mangaung Metropolitan Municipality (MMM). This alignment reinforces the
organization’s commitment to both local autonomy and the broader community vision, ensuring
that its initiatives resonate with the municipality’s priorities while remaining true to CENTLEC’s

own vision, mission, and values.

ALIGNMENT WITH MMM DEVELOPMENTAL AGENDA

The strategy emphasizes the importance of CENTLEC's alignment with the developmental
agenda set forth by MMM. This alignment ensures that CENTLEC's initiatives and activities
support the broader objectives outlined in MMM's Integrated Development Plan (IDP) and Service
Delivery & Budget Implementation Plan (SDBIP). By aligning with national and provincial
developmental goals such as the National Development Plan (NDP), Medium Term Strategic
Framework (MTSF), and Free State Growth & Development Plan (FSGDP), CENTLEC contributes

to the overall socio-economic development of the municipality and the area in which it operates.
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3. CRITICAL ROLE OF CENTLEC

As a municipal-owned Company, CENTLEC plays a crucial role in assisting MMM in achieving its
developmental goals. CENTLEC's responsibilities extend beyond merely providing energy
services; it also contributes to various areas such as improving access to basic services, job
creation, skills development, efficient administration, infrastructure investment, financial capability

enhancement, innovation promotion, and environmental sustainability.
SUPPORT AREAS FOR DEVELOPMENT PLANS

The strategy identifies eight distinct areas where CENTLEC's proposed initiatives align with the
broader development plans of MMM. These areas include improving access to basic services,
ensuring a reliable and affordable energy supply, fostering job creation and skills development,
promoting efficient administration and good govemance, investing in infrastructure, enhancing
financial capability and revenue generation, encouraging innovation, and contributing to
environmental sustainability by reducing greenhouse gas emissions and improving energy

efficiency.
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4. LEGISLATIVE AND POLICY MANDATES

Table 1: Legislative And Policy Mandates

Legislation

Policy Mandates

Chapter 10 Municipal Finance
Management Act, 56 of 2003.

o Legislative duties and responsibilities of CENTLEC

(SOC) Ltd

Section 86D (2) of Local
Government: Municipal
Systems Amendment Act 32

of 2000 as amended.

States that a private company which is a municipal
Entity must restrict its activities to the purpose for which
it is used by its parent municipality in terms of section
86E (1)(a); and b) has no competence to perform any
activity which falls outside the functions and powers of

its parent municipality contemplated by section 8.

Service Delivery Agreement
(SDA)

between

entered by and

Mangaung
Metropolitan Municipality and
Centlec (SOC) Ltd

The Entity is responsible for electricity distribution,
which shall include the following obligations:
Development of an integrated detailed service plan'
within the framework of Mangaung Metropolitan
Municipality’s Integrated Development Plan.
Operational planning and management of electricity
distribution services in line with NRS047, NRS048 and
NRS097.

Undertaking social and economic development that is
directly related to the provision of electricity distribution
services.

Developing a customer management plan.

Managing its own accounting, financial management,
budgeting, and investment activities within a framework
of transparency, accountability, reporting, and financial
control determined in terms of the SDA and applicable
municipal finance management legislation.

Levying service delivery fee to customers in
accordance with the NERSA approved tariffs.
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Legislation Policy Mandates

e Provide its own Safety, Health, Environment, Risk and
Quality (SHERQ) services; and
» Provide street and area lighting on behalf of Mangaung

| Metropolitan Municipality.
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5. BACKGROUND

CENTLEC (SOC)} Ltd (hereinafter referred to as “CENTLEC”) was established as a
Municipal Company wholly owned by Mangaung Metropolitan Municipality (hereinafter
referred to as “MMM”). The Company was established both in terms of the Municipal
Systems Act 32 of 2000 (hereinafter referred to as the “Systems Act”) and the Companies
Act 71 of 2008 (hereinafter referred to as the “Companies Act”) and by virtue of being a
Municipal Company, it is obliged to comply with the provisions of the Municipal Finance
Management Act 56 of 2003 (hereinafter referred to as the “MFMA”).

The Company is governed by the Board of Directors, duly appointed by MMM from time to
time and its day-to-day business is conducted under the leadership of the Chief Executive
Officer (CEO) and the Executive Committee (hereinafter referred to as the EXCO). The
Board has an approved Charter which regulates the parameters within which it should
operate and ensure the application of principles of good corporate governance in all its

dealings on behalf of the Company.

CENTLEC (SOC) Ltd is one of the few municipal distributors that have embedded
generation capacity. The Company is intending to resuscitate the use of the Power Station

to generate alternatives energy supply such as the solar PV.

This is intended to be done through private partnership where options will be tabled on the
best energy supply in terms of sustainability and cost efficiency to be carried forward. This
is supported by the RFI on renewable energy models that was advertised by the Company.
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6. OVERVIEW OF CENTLEC (SOC)LTD STATISTICS

The below picture depicts the Company’s current customers, assets, revenue, infrastructure,
and employee profile.

Table 2: CENTLEC statistics customer, asset, revenue, infrastructure, and employee
profile

REVENUE | ASSETS | EMPLOYEES ll CUSTOMERS | INFRASTRUCTURE
| |

R3.1 billion | R6.2 billion | 804 192 710 e 246 KM - 132kV

over headlines

e 106 KM -33KV

overhead lines

e 117 KM - 33KV

underground cables

e 157 KM of 11KV
lines and cables

o 4 722 KM of low
voltage lines and

cables

e 46 distribution
Centres

e 1 653 High mast
lights

e 35 373 public
lighting
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7. STRATEGIC OVERVIEW

Vision

MENTLEM

To be a reliable energy utility of choice that enables social and economic
upliftment.

igure 1: Centlec’s Vision
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Figure 2: Mission
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8. VALUES

In working towards the achievement of its vision and mission, CENTLEC (SOC) Ltd
subscribes to the following internal values which are in line with the Company’s strategy.
The Company believes in providing excellent, efficient, and effective service to all
customers and stakeholders. In terms of the values, an acronym was used to make it easier
for the employees to remember and be able to identify with them. The acronym decided on
was “CENTLEC”, as this would assist in entrenching the values into the Company. The

vaiues are as follows:

Our values:

CENTLEC

Figure 3: Centlec’s Values




i

MANGAUNG

AT THE HEART CF i AL EMENTLEE

9. CORPORATE GOVERNANCE

To ensure that accountability and governance arrangements are in place, Section 121(2) (c)
of the MFMA supports the requirements of Section 18(1) (d) of the MSA: information on
matters of governance should be communicated to communities. This should according to
Sections 65(1) (a) of the MFMA and Section 46 of the MSA be undertaken through the
compilation and publication of the Annual Report. The purpose of such an annual report is
to show accountability to communities for decisions taken by the Board and matters relating
to administrative structures, throughout a budget year.

CENTLEC (SOC) Ltd Board of Directors serve as the primary direct stakeholder influencing
corporate governance. The Company’s Board of Directors are appointed by the shareholder
which is Mangaung Metropolitan Municipality. The Board is tasked with ensuring that high
standards of corporate governance through the Company are upheld for the delivery of the
Company’s strategic objectives whilst ensuring shareholder value and long-term protection

of stakeholder interest.

To stabilize corporate governance in the Company, the Shareholder has completed a
process of appointing the Board of Directors, and the Company has had a functional Board
for the 2024/25 Financial year.

10.PESTEL ANALYSIS

The PESTEL analysis was used as a framework for the identification of external influences
that affects the Company's competitive position and sustainability in the context of
continuous change in the external environment. Pertinent areas that were discussed
included aspects such as the effect of new digital technologies, distributed energy options,
changes in customer expectation, changes in work environment, regulatory impact and the

role of innovation were considered.

The aspects covered within a PESTEL analysis include the impact of politics, economics,
social, technology, legal and environmental develops on the Company. Table 3 below
depicts the aspects of external analysis.
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Table 3: PESTEL Analysis (External View)

POLITICAL LANDSCAPE

The political landscape will always have a bearing on CENTLEC.
It is an ever-changing environment, with frequent changes.
administrations, and requires robust plans for service delivery.
The contested energy transition creates a challenge for policy
development, particularly in the slowed progress of gas-to-power
initiatives due to NGO pressure. Additionally, there is a
heightened risk of political instability post the 2024 elections.

MACRO-ECONOMIC
' FACTORS

SOCIAL FACTORS

! resulting in a larger share of South African household income

South African competitiveness and international and national
economic factors have a bearing on electricity demand, pricing of
feedstock, and the cost of electricity. These factors influence
CENTLEC's cost and revenue base. Eskom's above-inflation tariff

increases are contributing to a significant rise in electricity costs,

being allocated to electricity expenses.

Aligning with Sustainable Development Goals in providing Free

Basic Electricity (FBE) is crucial. However, challenging economic
conditions contribute to a surge in Free Basic Electricity (FBE)
demand, leading to escalated issues such as illegal connections,
theft, and vandalism of critical electrical infrastructure.
Additionally, the growing trend of urbanization further intensifies

the demand for new electricity connections.

ENVIRONMENTAL
LANDSCAPE

Shifting supply and demand patterns within the electricity and |
energy generation space have the potential to significantly alter |
the landscape, which would have an influence on CENTLEC's I
revenue base. The escalating concern about climate change is |
steering a significant shift towards renewable energy sources.
This shift is further emphasized by the increasing recognition of
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| greenhouse gas (GHG) footprints as a trade issue. South Africa

has formally committed to a net-zero target in alignment with |
global environmental goals. This transition is also influenced by
the active engagement of the environmental NGOs and various

special interest groups advocating for sustainable practices and |

policies.

Technology Landscape

The rapid decline in the cost of renewable energy has
fundamentally altered the electricity generation landscape. in
addition, by leveraging technological advances such as smart
grids, smart meters, and robotics for enhanced employee
productivity, CENTLEC can achieve effective and efficient service
delivery. The digitalization of processes across all aspects of
CENTLEC's business further contributes to streamlined
operations.

| Legislative  Landscape
|
{ and Regulatory

Landscape

The legislative landscape is consistently changing both locally
and internationally The Renewable Independent Power Producer
Program (REIPPP) aims to boost the national electricity grid
capacity through private sector investments in wind, biomass, and
small hydro projects. Internationally, COP26 and the Paris
Agreement, focused on reducing greenhouse gas emissions and
enhancing climate resilience, have profound implications for
nations heavily dependent on coal plants. The Department of
Mineral Resources and Energy has formally released
amendments, lifting restrictions on embedded generation for
private entities, thereby encouraging greater participation in the
energy sector. It's notable that the National Energy Regulator of
South Africa (NERSA) operates as a regulatory authority.
NERSA's primary mandate encompasses the regulation of

electricity, piped gas, and petroleum pipeline industries, guided




|

MANGAUN

ATTHE HEST CF 1T &

MENTLE@E@

by the Electricity Regulation Act 4 of 2006, Gas Act 48 of 2001,
and Petroleum Pipelines Act 60 of 2003. A critical observation
emphasizes that NERSA-mandated tariff increases for
municipalities do not align with Eskom's tariff adjustments. This
incongruity prompts a comprehensive examination in the strategic
plan, considering both regulatory and operational aspects for
resolution.

11.SWOT ANALYSIS

After a thorough institutional review, the Company was able to identify its strengths,

weaknesses, opportunities, and threats as detailed on the table below.

TABLE 4: SWOT ANALYSIS

Strengths

* A high collection rate

+ Inhouse technical capability

» Planning team

+ Training Centre

+ CENTLEC maintains a positive community

relationship

Opportunities

+ AlRernative power generation and new

technologies

« Strategic partnerships to improve revenue
« Training opportunities for employees in

renewable energy

Weaknesses

= Lack of skills and capabilities in the areas of

Renewable Energy Generation
Ageing Infrastructure

Slow Implementation of automated
subsystems

+ Submetering from third-party vendors

Threats

= Declining revenue
+ Vandalism and theft of infrastructure

Loadshedding
Declining Revenues

* Increasing Eskom Tariffs

Skdlls attrition due to retirements,
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12.SERVICES RENDERED

CENTLEC as a Company provides the following services in its area of supply:

. Electricity Distribution/Energy Services: CENTLEC procures its energy from
Eskom at 20 supply points in 18 towns in the Southern Free State and Mangaung
Metropolitan Municipality (MMM).

. Construction of Electrical Networks: All new electrification networks, upgrading of
existing networks is handled by the Company’s design and construction sections and
where additional capacity is required it is done through the tender process and
appointment of private service providers.

o Operation, Maintenance and Extension of Networks: The maintenance of
electricity distribution networks forms a large pant of CENTLEC operations. A 24-
hour standby service ensures that customers are not inconvenienced by long power
outages. Ongoing evaluation is performed on existing networks to detect any
overloading or failure, and this is addressed with upgrading and/ or extension of the
network.

) Metering, Pre-payment Vending and Billing Services: Modern metering systems
are employed to meter the various categories of customers. Prepayment and credit
metering systems are in use. Extensive pre-payment vending facilities are available
to customers to always ensure convenience and availability.
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13.MARKET OVERVIEW

Background

The Company distributes electricity to Mangaung Metropolitan Municipality. Ordinance 8
of 1962 was assigned to the Free State in 1994 and is the enabling regulatory framework
which allows the provision of electricity distribution services.

CENTLEC (SOC) Ltd is currently the license holder and distributes electricity to 191 662
customers in Mangaung Metropolitan Municipality as depicted in Table 5. CENTLEC's
customer base consists of 97% domestic customers and 3% of both commercial and

business users in Mangaung Metropolitan Municipality.

The majority of customers (76%) are on the Inclining Block tariff structure, with 145,993
connections. indigent customers form the second largest group with 40,786 connections
(21%), receiving subsidized services as part of the municipality's social responsibility

initiatives.

The residential segment includes specialized tariffs for multi-unit dwellings, with Bulk
Resell 2 and 3 tariffs serving 212 connections for flats, townhouse complexes, and large
residential estates. Additionally, Homeflex tariffs cater to 215 smaller residential
complexes with both single-phase and three-phase connection options.

Commercial and industrial customers utilize various specialized tariff structures, including
COMFLEX, ELECFLEX, and Flat Rate Business options, which together account for
approximately 3% of connections but represent a significant portion of electricity
consumption and revenue.
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Through a 24-hour Call Centre and WhatsApp line, the Company has succeeded in
maintaining a stable electricity network with far below national average power failure
statistics and a quick response time according to NRS 048-2019 requirements. Tariffs
have been kept comparatively low with many domestic customers, approximately 80%
having been converted to pre-paid meters with customer access to an online vending

system.

An automated metering system has been installed to service the top 1900 customers with
readings taken every 24 hours and published on the Company's website to assist
customers to manage their energy costs. All these customers are charged on a Time-of-
Use Tariff system to promote efficient energy consumption and management of Large
Power Users (LPU).

With a diversified customer base, CENTLEC continues to tailor its service offerings to
meet the specific needs of different customer segments while maintaining operational

efficiency.
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Map area of operation

Area of Supply

Legend
@ Supply Towns
@ Bicamfontein
——— Major Road
National Road
[ oam
:I Municipatity

Figure 4: Area of operation




4

MANGAUNG

A7 THE HEART CF 1T Al MENTLEM

CUSTOMER CLASSIFICATION PER CATEGORY

Table 5: Customer Tariff Group

TARIFF GROUP MANGAUNG

Indigent 40907
Inclining Block 146881
Flat Rate Business 3011
| Bulk Resell 2 32
"Bulk Resell 3 180
" Centlec departmental ToU 7
Comfiex - Single Phase 77
Comflex - Three Phase | 665
Elecflex 1 T e T 3
Elecflex 2 | 166
Elecflex 3 ' 551
Homeflex - Single Phase [T mE R T i 29
Homeflex - Three Phase 'E 193
Sport Stadiums T 8
Total Connections e T 192710 |




L

MANGAUNG

1 THE HER21 CF I atl EMENTLEME

14.DEMAND ANALYSIS

The Company currently has an agreed Notified Maximum Demand (NMD) of 323 MVA with
Eskom, with constant monitoring of demand values to ensure that demand does not surpass
the NMD. As evidenced by the records and values outlined in Table 6 below, there has been
fluctuating demand growth over recent years, with an overall trend of declining demand. The
contributing factors associated with this decline include customer migration from the grid and
the implementation of energy efficient initiatives.

Analysis of the past four financial years shows that the average maximum demand
decreased from 211 MVA in 2021/22 to 208 MVA in both 2022/23 and 2023/24. The data for
the first ten months of 2024/25 indicates an average of 203 MVA, continuing this downward
trend despite some monthly variations. While some months show positive growth compared

to the previous year, the overall pattern confirms reduced demand requirements.

The data also reveals clear seasonal trends, with higher demand in winter months (May-
August) and summer peaks in February-March. June consistently shows the highest
demand, with 259 MVA recorded in 2020/21, the peak value over the five-year period. These
peaks, however, remain well below the NMD of 323 MVA.

In response to this sustained reduction in demand, the Notified Maximum Demand (NMD) of
323 MVA was reduced to 260. This adjustment better aligns our contracted capacity with
actual operational needs while maintaining sufficient headroom for seasonal peaks and

potential future developments.
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Table 6: Maximum demand

Table 6: Maximum demand
Financial % % %
Year: 2020/21 | 2021/22 | Growth 2022/23 | Growth | 2023/24 | Growth | 2024/25 | % Growth
Jul 258 250 -2,96% 241 | -3,65% 245 1,72% 257 4,94%
Aug 255 256 0,70% 238 | -7,09% 232 -2,75% 225 -2,81%
Sep 247 235 -4,79% 210 | 10,70% 208 -0,91% 207 -0,65%
Oct 209 209 0,11% 196 | -6,41% 196 0,19% 204 4,30%
Nov 200 197 -1,62% 188 | -4,88% 187 -0,51% 185 -0,72%
Dec 200 199 -0,95% 179 | -9,60% 181 0,88% 182 0,42%
Jan 191 186 -2,67% 190 1,78% 177 -6,57% 186 5,20%
Feb 203 195 -3,54% 181 | -7,15% 200 | 10,05% 191 -4,42%
Mar 194 196 1,40% 188 | -4,04% 204 8,57% 189 -7,70%
Apr 206 219 6,44% 204 | -7,21% 204 0,28% 205 0,47%
May 223 217 -2,37% 239 9,98% 208 | -12,85%
Jun 259 254 -1,94% 247 | -2,88% 252 2,26%

Average 220 218 -1,02% 208 -4,32% 208 0,26% 203 -0,10%
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15.HUMAN RESOURCE OVERVIEW

Organisational Structure

CEO

L)

Figure 5: Organisational Structure

HUMAN RESOURCES

The purpose of Human Resource Directorate is to ensure that the Company makes optimum
use of its human resources. The Directorate ensures that the Company’s employees are
suitably skilled and competent to add value to the strategic goals and objectives of the
Company. The functional areas of Human Resource Directorate are divided into Human

Resources Management and Human Resources Development.

The Human Resource Management Directorate serves to support the implementation of the
Company’s strategies through human resources activities such as HR planning, attraction,
recruitment, rewards, recognition, performance management, retention, succession,

wellness, training, and development.
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STAFF COMPLIMENT

The current staff complement is eight hundred (804) employees, of which seven hundred

and seventy-one (770) are permanent employees and twenty-seven (27) are contract

employees, and seven (7) board members.

Permanent;770 e S Total:804 e

Figure 6: Analysis of Staff Compliment

WORKFORCE AGE ANALYSIS

The workforce age analysis:

Eight (8) employees are within the age group {19-23)

Two hundred and forty- six (246) employees are within the age group (24 -39)
Two hundred and nighty-six (296) employees are within the age group (40-49)
One hundred and eighty-five (185) employees are within the age group (50-59)
Thirty- five (35) employees are within the age group (60 and above)
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HUMAN RESOURCES STRATEGY

C iq)
Buy
Acuurring the Necessar,
Exzernal Talent

Figure 7: Human Resource Strategy Source {Ulrich 2003)
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BUY: The Company, through the revisiting and the approval of the organogram, must
embark in the process of recruitment and selection. Adverts must be drafted to ensure that
the best candidate with the necessary skills and experience is attracted. it is advisable that
the Company source external talent as far as possible to complement the intemal skills that

the employees already possess.

BUILD: The Company must ensure that opportunities are created to ensure that employees
are skilled through formal training, on the job training, job rotations, and on the job training.
The Training Centre must be utilised to provide theoretical and practical training to
employees within the technical divisions to ensure that they are on par with their day-to-day
functions. Divisions should ensure that technical employees are rotated within the Retail and
Wires Directorate to ensure that employees know the Company's network to be able to

perform their functions optimally.

Through personal development plans, the human resource development division together
with the Finance Directorate should ensure that training providers are procured to facilitate

training that cannot be performed in the Training Centre.

BORROW: In cases where the Training Officers lacks knowledge in a specific field, the
Company will partner with other external stakeholders who have the know-how to enable the

employees to be trained and capacitated effectively.

BOOST: As a way of motivating employees, the Company must ensure that deserving
employees are promoted to higher positions whenever positions are advertised. This must
be foliowed through normal recruitment and selection processes. This will improve and boost

employees’ morale within the Company.

BIND: The Company should develop retaining strategies to be able to retain skilled
personnel with critical competencies to sustain institutional memory within the Company.
This will assist in ensuring that there is business continuity.

BOOST: The Company through the performance management system should ensure that
poor performance is addressed, and plans put in place to address non-performance. The
Company should also have programmes to address the re-skilling of employees with old
skills sets. Human Resource together with other Directorates within the Company should

ensure that they work together to address this initiative.
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RETENTION STRATEGY

HENTLEE

The Company will strive to ensure that the retention pian is drafted and implemented. The

Company should strive to ensure that there are extra benefits and incentives as a way of

retaining its employees. There should be recognition of hard work by employees to motivate

them to perform to the best of their ability. The Company should create a culture where there

is respect amongst line managers and their subordinate to build on employees’ self-esteem.

Strides should be made to work towards maintaining a good working relationship between

employees and management to ensure that the involved parties work towards achieving the

Company’s mandate.

Respect Rewards

Retention
Strategy

Recognize

Figure 8: Retention Strategy
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16. SKILLS DEVELOPMENT

The Company intends to capacitate employees to be able to perform their functions
effectively and be able to achieve its overall mandate.

The Human Resource Development Sub-Directorate will ensure legislative compliance in

terms of the skills development function by:

- Paying the skills development levy to SARS;

- Functional Training Committee and scheduling of regular meetings

- Identifying skills needs of employees;

- Developing a Workplace Skills Plan (WSP) and submission of WSP to LGSETA
- Implementing of planned training and learning interventions as approved.

The Company is anticipating to obtain discretionary grant funding from Energy and Water
Sector Education and Training Authority (EWSETA) to enable employees to obtain a formai
qualification in Renewable Energy technologies. The qualification is a twelve-month
programme that fits to the energy plan initiative within the Company’s strategy. CENTLEC
(SOC) Ltd is further anticipating to obtain discretionary grant funding for two programmes
from the Local Government Sector Education and Training Authority (LGSETA) to provide
Adult and Education Training (AET) as well as Artisan Recognition of Prior Learning (ARPL).

CENTLEC constantly engage with stakeholders to enhance institutional capacity through
partnerships with Higher Learning Institutions for knowledge exchange, through active
membership in industry forums to stay updated with regulatory compliance, through filling of
vacant positions for training facilitators and quality assurers and through collaboration with

industry service providers for specialized training.

The company has entered into a memorandum of understanding with Central University of
Technology (CUT) with a specific aim of providing work integrated learning for their students,
this is to fulfil its Corporate Social Responsibility (CSR).

The company will identify schools within Mangaung area of supply to provide career
guidance to learners, further to this there was a need for the Company to adopt technical
schools for educational purposes. The Company anticipates broadening its partnerships with
external stakeholders to explore other avenues in relation to training and development of its

human capital..
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18.RISK MANAGEMENT

The Company has established and maintained a system of Enterprise-Wide Risk
Management Framework in accordance with the provisions of the Municipal Finance
Management Act no 56 of 2003, the King IV report on Corporate Governance and
the Committee of Sponsoring Organizations of the Treadway Commission (COSO)
ERM Framework. Oversight over risk governance in CENTLEC (SOC) Ltd is carried
out by the Board of Directors through the Audit and Risk Committee.

The Audit and Risk Committee meets on a quarterly basis and operates in
accordance with approved Audit and Risk Charter. An annual risk assessment is
conducted for strategic, ICT and Fraud risks, these risks inform the annual audit plan
where risk controls are then tested. The risks are documented accordingly and
monitored on an ongoing basis in relation to risk treatment strategies, relevance of
existing risks and the identification of additional and new/emerging risks. Risk
treatment plans are developed and implemented to ensure that strategic objectives
and budgets are met. Each of the strategic risks is allocated to risk owners to ensure

accountability and ownership.

Monitoring and review is done on quarterly basis and presented to EXCO and the
Audit and Risk Committee exercising oversight as mandated by ARC Charter. The
Company aims to be a risk intelligent organisation and, a maturity ranking tool has
been developed to assess the current stage of Enterprise Risk Management culture
within the Company. The current state of maturity indicates that foundational risk
management elements are in place, but the Company needs to transition from risk
management to management of risk.

Robust engagements with risk owners and increased accountability as well as,
effective application of the framework as part of normal business will move the

Company to systemic and risk intelligent stages.
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19.

TOP STRATEGIC RISKS

Table 8: Top Strategic Risks

T

MENTLEM

Ref :. Risk Description CURRENT MITIGATION(S) | FURTHER MITIGATION(S)
Appointment of service provider for the 30 MW solar plant. + Planned maintenance of the
Failure to adapt to Development of strategic plans for the energy mix solutions. network conducted quarierly.
EWSR1 changing market s Appointment of service provider
fcustomer needs and to refurbish power transformers.
preferences « Monitoring of  refurbishment
projects.
Additional Security Service Providers were appocinted to [« Management and safeguarding
Theft and vandalism of augment the current composition. of installed security door alarms
PCSR34 the Electrical Partnership with the Community Policing Forum. at distribution centers
Infrastructure. Installation of security door alarms at all Distribution centers.

ERSRO09

Decline in Revenue

Draft Energy Plan.

Follow up on whistle blowing reported cases.
Routine monthly area visitation as per the schedule.
Inspection of meters to uncover tampering.
Disconnection of offenders.

Monitcring and reporling energy losses within NERSA
guidelines.

Disconnection of all reported illegal cases.

Quarterly testing of the Vending security Module for possible

ghost vending.

Reduction of tariffis through
engagements with the Minister of
Energy regarding the approval of
ESKOM
approved tariffs.
The

Engagements

tariffs vs  municipal

the

determine

outcomes of
will
further mitigating actions.
Embarking onto the Alternative
sources of energy.

Renewable
the

Embark on
Technology 1o reduce
Electricity Tauriff.
Appointment of service provider
for Building, Extensions and
Repairs of Electrical sub-station.
Raise awareness on ilegal
conneclions and meter tampering
through media and public
outreach.

Quarterly Reporting on illegal
conneclions and meter tempering
by EM (ER) to Executive and

Governance structures.

CEOSRo09

Misinformation and

disinformation

Enhancing the Social Media policy.
Non-disclosure agreements for employees handling sensitive

information.

Monitoring consistent
implementation of the Social

Media policy, Code of conduct
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Ref Risk Description CURRENT MITIGATION(S) FURTHER MITIGATION(S)
¢ Investigations probing into possible “sources” proving and the Information Security
misinformation and disinformation. policy.
¢ Installation of UPS and Batteries to mitigate Information | Development  of Revenue
System Downtime (Vending System). Enhancement Strategy.
FINSR14 Revenuse Forgone | Implementation of corrective maintenance plan to minimize
{Lost} elactrical outages (Unplanned).
¢ Implement as per obtained schedule and instruction for
electrical outages (Loadshedding).
¢ Establishment of an overtime working committee. + Continuous communication of the
Y Overtime claims |+ Continuous communication of the financial impact on the financial impact on the Entity and
beyond the norm Entity. the implementation of the
* The implementation of the consequence management consequence management.
+ Backup Slorage on a different location (Design and Planning); |» Routine OFF-SITE Testing (Fail-
Installation of the UPS; and over).
Loss of critical business L
CEOSRO4 | information (Personnel The d‘ew’alopment of an OFF-SITE Recovery Centre [¢ Commission of the OFF-SITE
and Customer) {Commissioned). Recovery Centre.
+ Password used lo restrict access to authorized personnel. « The application of the File
Encryption Software
« Checklists are used to monitor and track compliance for |« The establishment of the
Finance related legislation. Compliance Universe
+ MFMA Calendar Checklist used by Finance Unit monthly. + Monitoring, evaluation and
Non-Compliance with |« Sending reminders to all directorates for statulory reports as reporting on the extent of
PCSR35 eslablished Standards required by the law. compliance on Quarterly basis on
and Regulations MFMA, MSA, NRS, WSP, EE,
BCE, mSCOA, National Key
Pcint (NKP) and OHS Regulation
by the Compliance Unit.
+ The Board of Directors have been appointed and are meeting |» Stakeholder Engagement in
as per the Board's annual schedule accordance with the CENTLEC's
¢ Continuous engagements on the matter between the Parent Strategy
Municipality and the Entity » Continuous engagements on the
A collapse in Key |+ Council acting as the Governing Body matter betwesn the Parent
ECEE Stakeholder + General awareness of CENTLEC's Vision and Mission posters Municipality and the Entity
Relations and desired on the Corridor walls, wallpapers on workstation {Laptops and | The Board was appointed by the
Corporate Culture Desktops) and CENTLEC's intranet and website. MMM council
¢ A Draft Performance Management System + Comprehensive Strategic
s Sporting Codes introduced to revive personal interactions Session that is inclusive of all key
amongst colleagues to cullivate understanding stakeholders
+« Team building per Directorates
Inability to pay key | implementation of the Disconnecticn and Connection policy « Ensure that service charges are
FINSR21 Service Providers |« implementation of the Credit Control policy. cost reflective
within the regulated
timeframes
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Ref

Risk Description

CURRENT MITIGATION(S)

FURTHER MITIGATION(S)

s Submission and subsequent management of the operationa’
plans (including related projection) on monthly basis

Pricritize revenue  generating
projects  over  non-revenue
generating aclivities

Demand  Management He-
alignment of expenditure with
cash collection instead of
revenue collection

Being resolute on the
disconnection and follow up

process

20. STAKEHOLDER MANAGEMENT,

PERCEPTION POSITIONING

Relationship Management

COMMUNICATION AND PUBLIC

The Company has developed a system that seeks to integrate different methods and

approach towards the communication approach with specific focus to the Company’s

employees as well as the internal stakeholders such as labour and appointed service

providers.

The strategy further caters to the aspirant needs of the Company’s customers, key

customers and the broader general communities it serves. This is done in various

ways and interventions including all medium forms of communication such as regular

and continues updating of the social age accounts, the use and partnering with local

media houses, developing, printing of pamphlets and posters to keep employees and

customers updated and informed.
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Some of the internal methods of communication to be fully maintained by the Company

relates to and not limited to:

¢ Monthly Newsletter to employees
o  Wellness programmes
¢ Employee team building sessions.

¢ The use of online communications (emails, WhatsApp’s, and Facebook)

COMMUNICATION AND PUBLIC PERCEPTION POSITIONING

HELP COMRAT ITEMS THAT ARE
e, E( FREQUENTLY STOLEN

..

AN (

CABLE THEFT

VANDALUENE  THEFT
DF HLECTRICAL INFRASTRUETURE.

A £

y [ T
VNI 5 e oL b T

Figure 9: Internal and external communication
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21.INTEGRATED COMMUNICATION APPROACH

Engagements with various media houses have been one of the Company's key
cornerstones, this relates to the kind of working relations we have built and the special
working relationship we have with many of the local media houses. This has afforded
the Company more opportunities to engage and reengage on various aspects of
mutual interest such as marketing, advertising spaces, and coverage of the
Company’s programmes, projects, and the ability to communicate and give feedback

to the Company’s broader client base.

Media Relations

The Company has established a vibrant, interactive stakeholder management
programme and has done this through the process of identifying amongst its key
customers a contact sessions and information sessions, on various services it offers
and the establishment of a forum that allows the key customers an opportunity to
interact and directly engage with the senior management up to the level of the CEOQ.

The forum is shared and led in the main by the Company’s Chief Financial Officer,
Executive Managers, and middle managers, who are able to give and provide

immediate responses on matters raised by external stakeholders.

The Company has had engagements with community-based stakeholders, such as
anti-crime groups who have initiated programmes to work with the Company towards
combating and fighting cable and cooper theft including meter tampering. The
Company is in the process of reviewing and finalising the memorandum of

understanding with these interest groups.

The Company has further established an active participatory partnership with one of
its strategic stakeholders and a very important arm of its operations which is the

Councillors WhatsApp groups.
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Stakeholder Management

The Company has established a vibrant, interactive stakeholder management
programme and has done through the process of identifying amongst its key
customers a contact sessions and information sessions, on various services it offers
and the establishment of a forum that allows our key customers and opportunity to

interact and directly engage with the senior management up to the level of the CEQ.

Internal Communication

The system of internal communication is mainly based on various engagement
platforms that the Company has created internally which allows and gives more user-
friendly employer and employee relations. The Company has in its internal processes
given an open platform to sectoral-based structures internally such as the labour
unions to fully engage with members. The Company’s internal communications
services such as email communications, which seek to inform and update employees
from time to time, the use of employees’ intranet services as well as staff notices on

noticeboards etc.

The Company has an in-house newsletter bulletin which also assists in communication
and disseminating information to the employees. Many of the directorates have now
formalized their engagement as both departmental and inter departmental through
means of official WhatsApp links.
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22.FINANCIAL PLAN

LEGISLATION COMPLIANCE STATUS

Compliance with the MFMA implementation requirements have been substantially
adhered to through the following activities:

In-Year Reporting

Reporting to National Treasury in electronic format was fully complied with on a
monthly basis. Section 87 reporting to the Executive Mayor (within 7 working days)
has progressively improved and includes monthly published performance on the

municipality’s website.

Budget and Treasury Office

The Budget and Treasury Office has been established in accordance with the MFMA.
BUDGET PROCESS OVERVIEW

In terms of section 87 of MFMA The board of directors of a municipal company must
for each financial year submit a proposed budget for the company to its parent
municipality not {ater than 150 days before the start of the company’s financial year
or earlier if requested by the parent municipality. This implies that the company’s
budget must be submitted to the Municipality on or before the end of 20 January each
year. The parent municipality must then consider the proposed budget by the
company, assess the entity’s priorities and objectives and make recommendations.

The company must then consider these recommendations and, if necessary, submit
a revised budget to the parent municipality not later than 100 days before the start of
the financial year which is approximately on or before the 15" of March each year.
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BUDGET APPROVAL OVERVIEW

Thereafter the following will lead to the approval of the budget:

The mayor of the parent municipality must table the proposed budget of the municipal
entity in the council when the annual budget of the municipality for the relevant year
is tabled.

The board of directors of a municipal entity must approve the budget of the municipal
entity not later than 30 days before the start of the financial year, considering any

hearings or recommendations of the council of the parent municipality.

The framework within which the budget must be compiled is as follows:

a) It must be balanced, deficit budget is not allowed;

b} It must be consistent with any service delivery agreement or other agreement
between the entity and the entity’s parent municipality;

¢) It must be within any limits determined by the entity’s parent municipality,
including any limits on tariffs, revenue, expenditure and borrowing;

d) It mustinclude a multi-year business plan for the entity that—sets key financial
and non-financial pefformance objectives and measurement criteria as agreed
with the parent municipality;

e) is consistent with the budget and integrated development plan of the entity’s
parent municipality.

f) is consistent with any service delivery agreement or other agreement between
the entity and the entity’s parent municipality; and

g) reflects actual and potential liabilities and commitments, including particulars of

any proposed borrowing of money during the period to which the plan relates;

The above prescripts are as per the MFMA and directly also relates to CENTLEC as
a stated owned company.
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The Budget Assessment Criteria as per the National Treasury Benchmarking Tool is

used to ensure the Budget is compliant and funded

Credibility

Relevance

Sustainability

The Company adopted a Budget Process Plan that was approved by the
Board and Council with evidence of sufficient political oversight and
public participation®

The Budget is aligned to the reviewed 10P, BP and SDBIP

The extent to which the priorities of the Metro and Company are taken
into consideration including the latest MFMA Circulars No 126 and 1283

The standalone Budget is funded in terms of Section 18 of the MFMA

Currently, based on the grant allocation fromm MMM the budget do
provide satisfactory effect to long-term financial and operational
sustainability of the company, however not at optimal efficiency
leveraged

The tabled budget is prepared directly on the financial system and is
using the mSCOA segments correctly as prescribed by National
Treasury

Figure 10: Budget Assessment Criteria
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BUDGET PRINCIPLES:

The following budget principles shall apply:

The

budget shall be prepared on the cashed backed funded and combination method.

The budget shall only be approved if it has been properly balanced.

All expenses shall be cash funded.

At least 7% of the operating budget component shall be set aside for maintenance.
The budget for salaries, allowances and salaries-related benefits shall be
separately prepared and shall not exceed 30% of the aggregate operating budget
component of the annual budget. For purposes of applying this principle, the

remuneration of the Board of Directors shall be excluded from this limit.

OVERVIEW OF BUDGET FUNDING

(@)
be

i.
i,
ii.
iv.
v,

Vi.

The overview of budget funding must explain how the annual budget is to
funded, which must include at least the following —

the funding of operating and capital expenditure;
financial plans;

reserves;

the fiscal viability of the company;

the overall impact on rates and tariffs; and

allocations from or distributions to the parent municipality;

The budget of the company will be funded from the revenue raised internally as well

as

conditional Grants from Department of Energy. It is important to note that the

energy bulk purchases represent more than 70% of the company’s operational

budget. The revenue from the sale of electricity represents more than 96% of the

operating revenue for the company.
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(b) Particulars of funding measures used to determine whether operating and
Capital expenditure is funded in accordance with section 18 of the Act;

» Details of the proposed tariffs on energy and Services are as per the NERSA
approval.
(c) Particulars of tariffs and other charges;

¢ Details of the proposed service charges are cost reflective considering the
economy outlook within the energy sector.
(d) The debtors’ collection levels that have been estimated;

e Electricity debtors collection rate set at 98% factored in the revenue
projection.
(e) Particulars of planned savings and efficiencies for the medium term as

detailed in the multi-year business plan;

¢ Data Purification through big-data analytics as part of the Al-programs.

¢ Meter audits for maintenance.

e Conversion to pre-paid metering

o Effective implementation of Automated Meter Reading (AMR).

o Smart Streetlight Management (SSM).

¢ Seamless Integration of all standalone systems to a (ERP) reform.
(f) Particulars of contributions and donations in cash or in-kind received
planned to be received, specifically listing donor assistance secured by formal

agreement or contract;

¢ None

(g) Particulars of planned proceeds from the sale of assets;

¢ Retired fleet

¢ Obsolete and/or Redundant material

s Scrap
(h) Particulars of planned proceeds from the lease of assets, where the period
of the lease is three years or more;

e None
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(i) Particulars of the planned use of previous years’ cash backed accumulated

surplus including -

o any shortfall between liabilities or provisions and cash
reserves set side for this purpose.

o details of board decisions to set aside funds including time schedules for
progressively meeting funding of provisions.

» details of allowances made for working capital — defined as holding sufficient
funds to meet any financial obligations as they fall due; and

¢ details of non-statutory reserves.

¢ None

(i) particulars of proposed future revenue sources;

o Allfuturistic revenue streams to secure revenue as a strategic pillar is within
the Integrated Energy Plan.
(k) particulars of planned use of any bank overdrafts and reasons therefore;

e None
() particulars of any existing and any new borrowing proposed to be raised;

¢ None
(m) particulars of allocations from or distributions to from the parent

municipality;

* Urban Settlement Developmental Grant (USDG)
¢ Informal Settlements Upgrading Partnership Grant (ISUPG)
(n) particulars of any other transfers and grants to the company.

¢ None
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23.COMPLIANCE AND IMPLEMENTATION OF MFMA

This section provides disclosure regarding progress in implementing various related

legislation including the MFMA and how this affects the budget and budget process.

MFMA Implementation and Monitoring

The Company complies with the implementation priorities as per the National Treasury

implementation and monitoring checklist.
Budget Statements Reporting

All monthly, quarterly, and annual MFMA reports are submitted by the Company to the
parent municipality (MMM) as required.

Implementation of Supply Chain Management

The supply chain management policy of the Company is reviewed annually and serves
as the basis for all the procurement and disposal activities of the Company. All bid
committees as required by the SCM regulations are in place, and the composition
thereof is compliant with the Regulations. Supply Chain Management reporting is done
on a monthly, quarterly, and monthly basis as prescribed by legislation.

Delegations

Financial delegations and sub-delegations are not in place and are still to be
developed and presented to the Board for approval.
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24.MEDIUM TERM REVENUE AND EXPENDITURE FRAMEWORK (MTREF)
2024/25-2026/27

The MTREF 2024/25 — 2026/27 represents the operating and capital budget of the
Company over the medium term. The budget was developed in line with the
requirements of Municipal Financial Management Act and Municipal Budgeting and
Reporting Regulations, 2009.

The MFMA provide for uniform norms and standards for ensuring transparency,
accountability, and appropriate lines of responsibility in the budgeting and reporting

process within the Company.

This guiding principle is clearly defined in relevant legislation, with the Municipal
Systems Act stating the following:
73 (2) Municipal services must —
(b) be provided in a manner that is conducive to:
(i) the prudent, economic, efficient, and effective use of available resources;
(i} and the improvement of standards of quality over time.

(c) be financially sustainable
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25.BUDGET SUMMARY

A summary of the operating and capital budget proposals over the medium-term is
provided in the schedules below. The tabled budget represents the projected financial

proposal of this business plan over the medium term.

All the projects are derived from the parent municipality’s integrated development plan
and will be consolidated in the Municipal Budget. The company is positioned to
continue to perform on its mandate of assisting the parent municipality achieve its
goals of making energy accessible to all communities within the metro boundaries.
Good governance and firm internal controls are maintained to ensure the retention of
improved audit opinion from the Auditor General (AGSA) received in the previous year.
The budget further takes cognizance of, and address issues raised by the AGSA in

the previous financial years.

The 2024/25 MTREF is prepared within the parameters set by all applicable prescripts,
legislation, assessment of parent municipality including the MTREF Budget MFMA
Circulars No.126 & 128 Guidelines, the Recommendations on the Budget
Benchmarking Assessment provided by National Treasury, the Assessment on the D-
Forms by the National Energy Regulator of South Africa (NERSA) on energy tariffs to
accelerate service delivery and strengthen the company’s cash flow position are
addressed in the proposed MTREF.

The purpose of the 2024/25 MTREF is to guide the company’s allocated resources to
achieve its service delivery objectives as required by the Act MFMA (No 56 of 2003).
The MTREF is a financial plan to enable the company to achieve its vision and mission

as articulated in the Strategic Business Plan.
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The Budget serves to bring to light the current institutional priorities in_align to the

sustainable pillars as outline in the Financial Recovery Plan:

; Optimal Transformation

FINANCIAL

Financial Viability & Secure Sustainability
HEALTH

/Good  Governance &  Transparent

Accountability

- Q Provide Reliable Energy

Figure 11: Financial Recovery Plan

Supply

We have fully deployed technology options to significantly reduce losses by 2025 and
to have secured financial sustainability for CENTLEC by 2025.

The financial performance for the current period has experienced a decline when
compared to the preceding period, for the entity. This downturn necessitates a
thorough examination of the contributing factors and a strategic reassessment to
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identify areas of improvement and implement effective measures to restore and
enhance overall financial health.

The second strategic priority for CENTLEC involves the reduction of revenue losses
and the exploration of new avenues for revenue generation. This imperative
recognizes the significance of safeguarding existing revenue streams while proactively

seeking innovative opportunities to bolster overall financial performance.

This strategic focus aligns with the broader goal of optimizing the organization's

financial sustainability and fostering growth in a dynamic business environment.

The drop in sales volume at CENTLEC, attributed to various factors, poses a
formidable challenge. The impact on revenue collection is substantial and is a critical
focal point for our business sustainability. Without this revenue, we face limitations in

investing in essential infrastructure to guarantee an uninterrupted power supply.

In recent years, CENTLEC's revenue base has faced several challenges, including:

a) a reduction in sales volume,

b} the potential threat of embedded generation,

¢) a decrease in real margins, and

d) the loss of revenue attributed to load-shedding events.

The compounding effects of challenges such as load shedding, rising tariffs, cable
theft, vandalism, and evolving consumer behaviour underscore the need for a
meticulous business management approach. These factors collectively contribute to

the compression of profit margins.

Effectively mitigating the impact on margins demands strategic interventions that
encompass operational efficiencies, cost optimization, and innovative solutions to
sustain financial viability in a dynamic and challenging business environment.
Recognizing and addressing these factors is integral to formulating a strategic
response that safeguards the revenue base and positions CENTLEC for sustainable
financial resilience in the evolving energy landscape.
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Consequently, several proposed solutions are being considered to address these

challenges and fortify the organization's financial resilience.

Strategies aimed at implementing measures to mitigate non-technical losses, meter
tampering, and vandalism. The strategic imperative involves transforming the current
business model to facilitate a broader offering by exploring options such as
implementing feed-in tariffs for Small Scale Embedded Generation {SSEG) and
allowing Independent Power Producers (IPPs) to wheel power across CENTLEC’s grid

to their customers.

These strategies are essential for safeguarding the integrity of the infrastructure and
ensuring the reliability of the energy supply system. Addressing these challenges
involves a multifaceted approach, incorporating technological advancements,
community engagement initiatives, and enhanced security measures. By proactively
targeting cable non-technical losses, meter tampering, and vandalism, the
organization aims to fortify its operational resilience and seeks to strengthen the
revenue of the entity. This transformation aims to enhance flexibility, optimize resource
utilization, and capitalize on emerging opportunities in the dynamic energy landscape.
By diversifying its business through a wheeling framework and facilitating the feed-in
from embedded generation, the organization seeks to align itself with evolving market

trends and position for sustained growth and competitiveness.

CENTLEC encounters specific complications, particularly in relation to revenue

generation opportunities. These challenges encompass:

a) Navigating the legislative landscape, specifically concerning NERSA tariff
approvals;

b) Addressing grid and infrastructure investments; and

¢) Securing stakeholder engagement, buy-in, and adherence to considerations
outlined in the MFMA and Municipal Systems Act. Tackling these complexities
demands a strategic approach that aligns with regulatory frameworks,




4

MANGAUNG MENTLEME

A7 THE HEART CF T ALY

infrastructure development, and effective stakeholder collaboration to optimize

revenue-generation.

To actively secure revenue, there have been two opportunities formulated that are
intended to be executed against in-parallel, namely Reducing Non-Technical Losses,
and Broadening CENTLEC’s Business Offering. Each opportunity has four primary
phases which must be executed against programmatically.

Each phase consists of several high-level initiatives which will be executed against
within the planned for timeframe, given that these timeframes will coincide with
milestone events like Board and EXCO review sessions. Accountable roles for each
phase and/or initiative will ensure that their teams execute against these phases
and/or initiatives by employing best practice project management methodologies,

ensuring that milestone and delivery dates are met successfully.
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Projected Financial Performance

Projected Revenue sources and Expenditure levels.

- Table D2 Budgeted Financial Perfermance {revenue and expenditure
[ T Thet | m%em

Cl3

NTLEM

Description e | wam Current Year 2023724 2024725 Medium Term Ravenue & Expendiure
R thousand Audiled Audited Audited Original Adjusted 1| Full Year | Pre-audit | Budget Year | Budget Year (Budget Year +2
Outtome | Outcome = Outcome Budget Budget | Forecasi outcome WA | S HK | A0
:Rmnue L '
|Exthange Revenue
Service charges - Elecircity 2.596.825 2807119 | 2814545 3.570.589 3578599 3518589 4,140.39 4330773 452565
Sale of Goods and Rendering of Senvices 97,585 123957 136,283 3690 3680 3690 44% 4597 4908
Agency semices 6.444 5342 6.228
Interest eamed fom Recemvables 638 784 237 L¥ra 4707 410 5688 5950 6217
Interest eamed fom Current and Non Coment Assets a2 24515 24796 2846 29,846 2846 37,394 3643 40639
Non-Exchange Revenue
Fines, penalfes and forfeils 388 3833 383 5228 5488 5714
Opesational Revenue ey a8 200 15278 15,276 15,276 17,220 18.252 9309
Gairs on disposal of Assels 0178 10,178 10,378 11285 11604 12,335
Disconfrwed Dperaions _|
Total Revenue {excluding capital transhers and contributions) 2732351 296,13 3,006,208 1546128 1646128 1635128 . 12164 441558 161418
Expenditure
Employee related coss 386,685 412994 450,643 450,568 415296 475,2% 503,860 2706t 550754
Remuneration of councillors 26 - . o7 450 450 w2 1,336 1336
| Bulk purchases - elechicity 2 1,780,067 2061863 2.140676 2,199,932 2.193.9%2 219592 2.569.19% 2687373 2,808 305
Irventory consued 5 14709 23597 28064 56,281 64 812 4.872 74,340 77760 81,259
Debtimpaimen 4 16,759 11201 {56,752} " 179.57 178231 7562 32170 TR
Depreciaton and asset impaiment 230,800 23501 216.206 85,000 85,000 85,000 93.50¢ 102 850 113135
Finance chargas 205,82 219,620 2197 25 254 28 56 58 81
Conzacied senvices 71.250 91,490 101,589 189,15 nane 171372 164,632 172414 180,173
Transfers and subsidies 120,000 120,000 120,000 120000 120,000 120,000
| Opestonal costs 3 99482 133302 141720 114,168 138,664 138,664 145,168 151,877 168,722
Losses on disposal of Asses 2026 9463 28,282
Tolal Expenditure 2,620,541 162007 3395081 Ae5403|  JAm0TT|  34%0TT . 3989806 4172876 4.360.92!‘
Surplus/{Deficit) {88,180) {265,302 {388.573) 206% 21,082 211,052 - 51,518 LY F] 253,659
Transters and subsdies - capital (monetasy allocafons, | 43761 M.753 4110 8,058 68,058 68,058 50588 5710 53050
Transters and sthsiches - capal {in-kind) ! |
Surplus/{Deficit) after capital Iranskers & contributions {441 [righ! {347,863) 318,893 29110 110 N 4% X341 307,118
ineome Tax [22.351 i {36817 |
SurplusiDeficii} afer income tax fzose) (19142  psos)| mese mno m.110 - 4% mman| e
Share of SwplusiDedcit atnbutable to Joind Venhure |
Share o Suplus/Dedcit atributable & Minorites |
Surplus/{Deficit) atiributable lo municipality {e20%8) (19142 {251,048} 8650 m10 29,110 - 4% 2344 | 307,118
Share of Suplus/Deficit atrbutable ko Associaie 1
Inercompany Pared subsidiary Fansacions [ | |
Surplus/ Deficitjforthe year AL e pee  psms]  wems]  maanw|  2man] I AT
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Projected Financial Position
- Table D4 Budgeted Financial Position
Description p| xon | mim | mem Curent Year 202324 LT E S
Framework
R housands hudited Audited Audited Original | Adjusied | Full Yew | Preawdit | BudgetYear | BudgetYesr | Budget Year
Ouicome | OQuicome | Quicome Budget Budget Forecast | oulcome WU | HALVE | 420067
ASSETS
Current assets
Cashand cash equvalents 15821 3083 24,295 31099 31,089 31,099 259 026 %65
Trade and othes recenvables fom exchange dansacions 1 551,355 288 533983 589,107 589,107 59,107 616, )5 644551 676,14
Receivables kom non-exchange kansacions ] 103,765 13287 147,360 93.330 .33 830 978 R4 107,197
venbry ? %.567 §25,051 127,084 103.306 103,306 103,306 108,658 113,020 118,567
(kher cument assets 75 it 101
Tolal cument assats 767,002 774,040 284 816,841 $16,541 816,241 = 854416 893,719 01512
Hon current assels
wesimens 3 kL] 1
Property, plant and equpment 6324672  621955] 6087345 6213973| 6213973 6213873 61919501 6188932 471210
Intangible assets 1 5.2 $5,5M 9,17 85,169 B5,169 5,169 T4254 6283 65917
Other nongurent assels 1289477 1,342,778 1414854 127997 121997 121,967 1,338 640 1,400,104 1460.709
Total non cument assels 7,709,381 1658177 7600484 T579109)  1SMI09| 7SI - THMA54] 76N EM|  80053%
TOTAL ASSETS SATIARY)  BARATE  B4X3368|  A.35050)  BM5950|  BIBAW - 34070 8555041 s
LIABILITIES
Current liabilities
Financial kabitties 1813 1988 150 27,108 a7 a7m pik) 30316 3,80t
Consumer deposds 127,043 130,374 160,49 123,143 123,143 123143 128808 13,73 141,33
Trade and oher payables fom exchange tansactions [} 53017 635,760 0213 86,15% 885,159 896,159 926922 969551 9,017.0689
Provison 181 2488 53 o ox] B3 kiko) 41654 250 45706
VAT 169,842 7,19 LA - - -
Other current kahiltes 6,655 6,504 6,554 - - -
Total curmen liabilities 530,201 1,01,3485)  1,0188%0 1076833] 1,080 10080 - 1,126,367 LITG160)  1,23691
Hon curmen liabilities
Financial iabiles b 859,504 854289 830628
Provision 7 221485 2,188,379 246141 1,485,600 1,455,600 1,465,600 1,532,185 1603831 1682209
Total non curren liabilities 3063445  J042668| 3276780 14656000  1,485600| 1,445,600 = 1532,185) 1600801 1,682,208
ITOTAL LIABILITIES JERGT) 407013 45509 254243 254043 250048 - 2668550  27M1811) 201810
NET ASSETS H 4,578,537 L5044 5853507  58N6IT] 58850 - 580017 S5M4LTI| 602528
COMMUNTY WEALTHEQUITY
Accumedated swphs{deficl) 4 44626 2331 BT67) 13840 13140 138140 1,353,940 1,326,069 1391047
Resemes and funds $ £0%3.91 4168831 4175442 4472017 4471201 44n2017 44677 441714 453 181
TOTAL COMMUNITY WEAL THEEQUITY 1 4578537  4S204|  4007R8| 5883517 58517 583517 - 58017 5740783 602528
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Projected Cash Flow Statement

Budgeted cash flow
- Table D5 Budgeted Cash Flow
Desaripion | wmm | e | xom Cureent Ve 202324 Wi Ter Fevenie s B peidire
Framework
Audited Audited Audited . Adjusied Full Year Preaudit | Budget ¥,
il Odicome | Ouicome | Ouioome | O Budget sllmga el Sl ﬁfm "Ifm
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Propesty rales
Semvice chaiges 263679 2863574 2.974,169 1,399,585 1.399,585 3399585 3,564,165 373028 3698068
Other revenue 20,56t 20560 20,560 21567 25% 3571
Translers and Subsidies - Operational 1 67,300 67.300 67.300 70,598 73 845 77168
Transters ang Subsifies - Capilal i 51488 2570 63.120
Interest 2,760 59 a.43 24619 R619 2619 a7 35791 37401
Paymenis 2
Suppliess and employees [2529.083) (2774842 {2,634,697) Q70657 {3.147.362) 13,147,362 B35.5M 485,028  [3642859)
Finance charges [11,863) {3675 [49.143) (229 (229) (229 {240) &1 1262)
Transiers and Subsidies (120.(0]:' [120.000) II2|J.£D];| (125.530:1 [131.670) [137 596)
NET CASH FROM/[USED) OPERATING ACTIVITIES 170,800 137,985 180,591 28177 824713 252413 - 240,455 4,400 53,50
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE a5 s i 9.285 9,285 9,285 9740 10183 10.646
Payments
Capial assels (20306 (aml (15734 (e (s 225884 (ajon) s (eR4d6)
NET CASH FROMAUSED) INVESTING ACTIVITIES gmen)  (eae| s sl eess]  piasl 1 coom  pessl  psing
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Increase {decrease) inconsumer deposits (5,856 {1,564 11.669) I (LT [1,774) (1,854 [1.947) @)
Payments
Repayment of bormwing
NET CASH FROWAUSED) FIMANCING ACTIVITIES [58.656)] 584 {i.669) iy ,my {17 - {1661 {1,847} {2.034)
NET INCREASE/ (DECREASE) IN CASH HELD 1 {16,606} (12.!00)[ Pik: o 6,504 3,09 31,089 = 8,24 1,4% 1,667
Cashvicash equivalents al the year begin: 2 32508 15,821 301 24,295 24,265 - 24,295 A% nis 3,006
Cashicash equivalens at the year end: 2 1584 3M3 U295 1,09 553 31,09 24,205 59 ah.] 368
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