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Eskom ("Eskom" or the "Issuer") accepts responsibility for the information contained in this 
Offering Circular. This Offering Circular contains all information (whether expressly or by incorporation 
by reference) regarding the Issuer, the Issuer and its subsidiaries (the "Group") and the Bonds which is 
material in the context of the issue of the Bonds. All such information is true and accurate in all material 
respects and is not misleading in any material respect. All the opinions, predictions or intentions on the 
part of the Issuer expressed herein are honestly held and are not misleading in any material respect. This 
Offering Circular does not omit to state any material fact necessary to make such information, opinions, 
predictions or intentions, in the context in which they are made, not misleading in any material respect. 
All reasonable enquiries have been made to ascertain such facts and to verify the accuracy of all such 
information. 

This Offering Circular does not constitute an offer or an invitation by, or on behalf of, the Issuer or 
the Managers named under "Subscription and Sale" below to subscribe or purchase, any of the Bonds in 
any jurisdiction in which such offer or invitation is not authorised or to any person to whom it is unlawful 
to make such an offer or invitation. 

The distribution of this Offering Circular and the offering or sale of the Bonds in certain 
jurisdictions may be restricted by law. Persons into whose possession this Offering Circular comes are 
required by the Issuer and the Managers to inform themselves about, and to observe, any such 
restrictions. For a description of certain restrictions on offers and sales of Bonds and on the distribution 
of this Offering Circular see "Subscription and Sale" below. 

The Bonds have not been, and will not be, registered under the United States Securities Act of 1933, 
as amended (the "Securities Act"), and the Bonds are subject to U.S. tax law requirements. The Bonds 
may not be offered, sold or delivered within the United States or to U.S. persons except in accordance 
with Regulation S under the Securities Act. 

In connection with the issue and sale of the Bonds, no person is authorised to give any information 
or to make any representation relating to the issue other than those contained in this Offering Circular 
and, if given or made, such information or representation must not be relied upon as having been 
authorised by the Issuer, Hambros Trust Company Limited (as trustee) or any of the Managers. 

Neither the delivery of this Offering Circular nor any sale made in connection herewith shall, under 
any circumstances, create any implication that there has been no change in the affairs of the Issuer since 
the date hereof. 

In this Offering Circular all references to "South African Rand", "Rand", "R", "ZAR" and "S.A. 
cents" are to the lawful currency of the Republic of South Africa, and those to "U.S.$" and "U.S. dollars" 
are to the lawful currency of the United States of America. 

The Issuer's obligations in respect of the Bonds are not guaranteed by the Republic of South 
Africa. 

In connection with the issue of Bonds, Deutsche Bank AG London may over-allot or effect 
transactions which stabilise or maintain the market price of the Bonds at a level which might not 
otherwise prevail. Such stabilising, if commenced, may be discontinued at any time. 
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TERMS AND CONDITIONS OF THE BONDS 

The following, subject to completion and amendment, are the Terms and Conditions of the Bonds 
substantially in the form in which they will appear on the Bonds. 

The South African Rand 8,000,000,000 Zero Coupon Bonds due 2027 (the "Bonds", which 
expression shall in these Terms and Conditions, unless the context otherwise requires, include any further 
bonds issued pursuant to Condition 15 and forming a single series with the Bonds) of Eskom (the 
"Issuer") are constituted by a first supplemental trust deed dated 18th August, 1997 (the "First 
Supplemental Trust Deed") made between the Issuer and Hambros Trust Company Limited (the 
"Trustee") as trustee for the holders of the Bonds (the "Bondholders") supplemental to a trust deed dated 
3rd June, 1997 (the "Principal Trust Deed" and, together with the First Supplemental Trust Deed, the 
"Trust Deed") made between the same parties. The issue of the Bonds has been authorised by the 
Executive Director (Finance) in accordance with the terms of a delegation of authority to him by the 
Electricity Council of the Issuer by a resolution thereof passed on 3rd August, 1995. The statements in 
these Terms and Conditions include summaries of, and are subject to, the detailed provisions of and 
definitions in the Trust Deed. Copies of the Trust Deed and the Agency Agreement dated 18th August, 
1997 (the "Agency Agreement") made between the Issuer, the initial Paying Agents named therein and 
the Trustee are available for inspection during normal business hours by the Bondholders at the registered 
office for the time being of the Trustee, being at the date of issue of the Bonds at 41 Tower Hill, London 
EC3N 4HA, and at the specified office of each of the Paying Agents. The Bondholders are entitled to the 
benefit of, are bound by, and are deemed to have notice of, all the provisions of the Trust Deed and the 
Agency Agreement applicable to them. 

1. Form, Denominations and Title 
(1) The Bonds are in bearer form, serially numbered, in the denominations of South African Rand 

5,000, 50,000 and 500,000. Bonds of one denomination may not be exchanged for Bonds of another 
denomination. 

(2) Title to the Bonds will pass by delivery. 

(3) The Issuer, any Paying Agent and the Trustee may (to the fullest extent permitted by applicable 
laws) deem and treat the holder of any Bond as the absolute owner for all purposes (whether or not 
the Bond shall be overdue and notwithstanding any notice of ownership or writing on the Bond or 
any notice of previous loss or theft of the Bond). 

2. Status 
The Bonds are unconditional and direct liabilities of the Issuer. By virtue of the statutory provisions set 
out in Section 17 of the Eskom Act of 1987, as amended, the Bonds are secured as to the payment of 
interest and principal jointly and pari passu with all present and future borrowings of the Issuer by a first 
charge on all the revenues and assets of the Issuer and on all monies recovered or to be recovered by it. 

3. Negative Pledge 
So long as any of the Bonds remains outstanding (as defined in the Trust Deed) the Issuer will not create 
or have outstanding any mortgage, charge, lien, pledge or other security interest (each a "Security 
Interest") upon, or with respect to, any of its present or future business, undertaking, assets or revenues 
(including any uncalled capital) to secure any existing or future obligations resulting from any borrowings 
(including, but without being restricted to, bond issues, note issues, bank credits and other borrowings) or 
any obligations arising out of guarantees given by the Issuer for borrowings of any kind by third parlies, 
without at the same time promptly taking any and all action necessary to ensure that: 

(i) all amounts payable by it under the Bonds and the Trust Deed are secured equally and rateably with 
such borrowings or guarantee, as the case may be, by the Security Interest to the satisfaction of the 
Trustee; or 

(ii) such other Security Interest or other arrangement (whether or not it includes the giving of a Security 
Interest) is provided either (i) as the Trustee shall in its absolute discretion deem not materially less 
beneficial to the interests of the Bondholders or (ii) as shall be approved by an Extraordinary 
Resolution (which is defined in the Trust Deed as a resolution duly passed by a majority of not less 
than three-fourths of the votes cast) of the Bondholders. 
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4. Interest 
The Bonds do not bear interest, except that if any amount payable in respect of any Bond is not paid in 
full on the due date for redemption of such Bond, interest will accrue as provided in the Trust Deed on 
the unpaid amount at the rate of 13.160 per cent. per annum from, and including, the due date for 
redemption to, but excluding, the date of payment. References in these Terms and Conditions to 
Redemption Price, principal or payments in respect of the Bonds shall be deemed to include any interest 
which may be payable under this provision. 

5. Payments 
(1) Payment in respect of each Bond will be made against presentation and surrender (or, in the case 

of part payment only, endorsement) of the Bond at the specified office outside the United States of 
any of the Paying Agents. 

(2) Payments will be made at the specified office of any Paying Agent outside the United States, at the 
option of the holder, by South African Rand cheque drawn on, or by transfer to a South African 
Rand account maintained by the payee with, a bank in the Republic of South Africa, subject in all 
cases to any fiscal or other laws and regulations applicable in the place of payment, but without 
prejudice to the provisions of Condition 7. 

(3) A holder shall be entitled to present a Bond for payment only on a Presentation Date and shall not, 
except as provided in Condition 4, be entitled to any interest or other payment if a Presentation 
Date is after the due date. 

"Presentation Date" means a day which (subject to Condition 8): 

(a) As or falls after the relevant due date or, if the due date is not or was not a Business Day in 
Johannesburg and London, is or falls after the next following such Business Day; and 

(b) is a Business Day in the place of the specified office of the Paying Agent at which the Bond is 
presented for payment and (unless paragraph (4) below applies), in the case of payment by 
transfer to a South African Rand account in the Republic of South Africa as referred to above, 
in Johannesburg. 

"Business Day" means, in relation to any place, a day on which commercial banks and foreign 
exchange markets settle payments in that place. 

(4) If a Bond is presented for payment at a time when, as a result of differences in time zones, it is not 
practicable to transfer the relevant amount to an account as referred to above for value on the 
relevant Presentation Date, neither the Issuer nor any Paying Agent shall be obliged so to do but 
shall be obliged to transfer the relevant amount to that account for value on the first Business Day 
in Johannesburg after the Presentation Date. 

(5) The names of the initial Paying Agents and their initial specified offices are set out at the end of 
these Terms and Conditions. The Issuer reserves the right, subject to the approval of the Trustee, at 
any time to vary or terminate the appointment of any Paying Agent and to appoint additional or 
other Paying Agents provided that it will at all times maintain a Paying Agent having a specified 
office in London and at least two other Paying Agents having specified offices in separate European 
cities approved by the Trustee, one of which, so long as the Bonds are listed on the Luxembourg 
Stock Exchange and the rules of that Stock Exchange shall so require, shall be Luxembourg or such 
other place as the Luxembourg Stock Exchange may approve. Notice of any termination or 
appointment and of any changes in specified offices will be given to the Bondholders promptly by 
the Issuer in accordance with Condition 12. 

6. Redemption and Purchase 
(1) Unless previously redeemed or purchased and cancelled as provided below, the Issuer will redeem 

the Bonds at their principal amount on 18th August, 2027. 

(2) If the Issuer satisfies the Trustee immediately before the giving of the notice referred to below that 
(a) as a result of any change in, or amendment to, the laws or regulations of the Republic of South 
Africa or any political sub-division of, or any authority in, or of, the Republic of South Africa having 
power to tax, or any change in the application or official interpretation of such laws or regulations, 
which change or amendment becomes effective after 11th August, 1997, on the maturity of the 
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Bonds the Issuer would be required to pay additional amounts as provided or referred to in 
Condition 7 and (b) the requirement cannot be avoided by the Issuer taking reasonable measures 
available to it, the Issuer may at its option, having given not less than 30 nor more than 60 days' 
notice to the Bondholders in accordance with Condition 12 (which notice shall be irrevocable), 
redeem all the Bonds, but not some only, at the following redemption prices (each, a "Redemption 
Price") provided that no notice of redemption shall be given earlier than 90 days before the earliest 
date on which the Issuer would be required to pay the additional amounts were the Bonds to mature 
on such earliest date: 

If redeemed during the period from, and including, 

Redemption Price 
(expressed as a percentage 
of the principal amount of 

the Bonds) 
18th August, 1997 to, and including, 17th August, 1998 2.450 per cent. 
18th August, 1998 to, and including, 17th August, 1999 2.772 per cent. 
18th August, 1999 to, and including, 17th August, 2000 3.137 per cent. 
18th August, 2000 to, and including, 17th August, 2001 3.550 per cent. 
18th August, 2001 to, and including, 17th August, 2002 4.017 per cent. 
18th August, 2002 to, and including, 17th August, 2003 4.546 per cent. 
18th August, 2003 to, and including, 17th August, 2004 5.144 per cent. 
18th August, 2004 to, and including, 17th August, 2005 5.821 per cent. 
18th August, 2005 to, and including, 17th August, 2006 6.588 per cent. 
18th August, 2006 to, and including, 17th August, 2007 7.454 per cent. 
18th August, 2007 to, and including, 17th August, 2008 8.436 per cent. 
18th August, 2008 to, and including, 17th August, 2009 9.546 per cent. 
18th August, 2009 to, and including, 17th August, 2010 10.802 per cent. 
18th August, 2010 to, and including, 17th August, 2011 12.223 per cent. 
18th August, 2011 to, and including, 17th August, 2012 13.832 per cent. 
18th August, 2012 to, and including, 17th August, 2013 15.652 per cent. 
18th August, 2013 to, and including, 17lh August, 2014 17.712 per cent. 
18th August, 2014 to, and including, 17th August, 2015 20.043 per cent. 
18th August, 2015 to, and including, 17th August, 2016 22.681 per cent. 
18th August, 2016 to, and including, 17th August, 2017 25.666 per cent. 
18th August, 2017 to, and including, 17th August, 2018 29.044 per cent. 
18th August, 2018 to, and including, 17th August, 2019 32.866 per cent. 
18th August, 2019 to, and including, 17th August, 2020 37.192 per cent. 
18th August, 2020 to, and including, 17th August, 2021 42.086 per cent. 
18th August, 2021 to, and including, 17th August, 2022 47.625 per cent. 
18lh August, 2022 to, and including, 17th August, 2023 53.893 per cent. 
18th August, 2023 to, and including, 17th August, 2024 60.985 per cent. 
18th August, 2024 to, and including, 17th August, 2025 69.011 per cent. 
18th August, 2025 to, and including, 17th August, 2026 78.093 per cent. 
18th August, 2026 to, but excluding, 18th August, 2027 88.370 per cent. 

together with, in each case, accrued amortisation of the original issue discount calculated at an 
annual rate of 13.160 per cent. of the Redemption Price for the period during which the redemption 
takes place from (and including) the first day of such period to (but excluding) the date fixed for 
redemption, on the basis of a 360-day year consisting of 12 months of 30 days each. 

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall 
deliver to the Trustee a certificate signed by two Members of the Management Board of the Issuer 
stating that the requirement referred to in (a) above will apply on maturity of the Bonds and cannot 
be avoided by the Issuer taking reasonable measures available to it and the Trustee shall be entitled 
to accept the certificate as sufficient evidence of the satisfaction of the conditions precedent set out 
above, in which event it shall be conclusive and binding on the Bondholders. 

(3) The Issuer or any of its Subsidiaries (as defined in Condition 9) may at any time purchase Bonds in 
any manner and at any price. If purchases arc made by tender, tenders must be available to all 
Bondholders alike. 
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(4) All Bonds which are (a) redeemed or (b) purchased by or on behalf of the Issuer or any of its 
Subsidiaries will forthwith be cancelled and accordingly may not be reissued or resold. 

7. Taxation 
(1) All payments in respect of the Bonds will be made without withholding or deduction for, or on 

account of, any present or future taxes, duties, assessments or governmental charges of whatever 
nature ("Taxes") imposed or levied by, or on behalf of, the Republic of South Africa, or any political 
sub-division of, or any authority in, or of, the Republic of South Africa having power to tax, unless 
such withholding or deduction of Taxes is required by law. In that event, the Issuer will pay such 
additional amounts as may be necessary in order that the net amounts received by the Bondholders 
after the withholding or deduction shall equal the respective amounts which would have been 
receivable in respect of the Bonds in the absence of the withholding or deduction; except that no 
additional amounts shall be payable in relation to any payment in respect of any Bond: 

(a) to, or to a third party on behalf of, a holder who is liable for the Taxes in respect of the Bond 
by reason of his having some connection with the Republic of South Africa other than the 
mere holding of the Bond; or 

(b) presented for payment more than 30 days after the Relevant Date except to the extent that a 
holder would have been entitled to additional amounts on presenting the same for payment on 
the last day of the period of 30 days assuming, whether or not it is in fact the case, that day to 
have been a Presentation Date. 

(2) In these Terms and Conditions, "Relevant Date" means the date on which the payment first becomes 
due but, if the full amount of the money payable has not been received by the Principal Paying 
Agent or the Trustee on or before the due date, it means the date on which, the full amount of the 
money having been so received, notice to that effect shall have been duly given to the Bondholders 
by the Issuer in accordance with Condition 12. 

(3) Any reference in these Terms and Conditions to any amounts in respect of the Bonds shall be 
deemed also to refer to any additional amounts which may be payable under this Condition or under 
any undertakings given in addition to, or in substitution for, this Condition pursuant to the Trust 
Deed. 

8. Prescription 
Bonds will become void unless presented for payment within 10 years from the Relevant Date in respect 
of the Bonds. 

9. Events of Default 
(1) The Trustee at its discretion may, and if so requested in writing by the holders of at least one-fifth 

in principal amount of the Bonds then outstanding or if so directed by an Extraordinary Resolution 
of the Bondholders shall (subject in each case to being indemnified to its satisfaction), give notice 
to the Issuer that the Bonds are, and they shall accordingly thereby forthwith become, immediately 
due and repayable at their then current Redemption Price, together with the accrued amortisation 
of the original issue discount (calculated in accordance with Condition 6(2) but with the substitution 
of a reference to "the date on which the Bonds shall become immediately due and repayable" for 
the reference to "the date fixed for redemption"), in any of the following events ("Events of 
Default"): 

(a) if the Issuer fails to perform or observe any of its obligations under these Terms and Conditions 
or the Trust Deed and (except in any case where the Trustee considers the failure to be 
incapable of remedy when no continuation or notice as is hereinafter mentioned will be 
required) the failure continues for the period of 30 days (or such longer period as the Trustee 
may permit) next following the service by the Trustee on the Issuer of notice requiring the 
same to be remedied; or 

(b) if any Borrowed Moneys Indebtedness (as defined below) of the Issuer or of any of its Material 
Subsidiaries (as defined below) (a) becomes due and payable prior to the due date for payment 
thereof by reason of acceleration following default (howsoever described) by the Issuer or by 
any of its Material Subsidiaries or (b) is not repaid at, and remains unpaid after, maturity 
thereof (as extended by any originally applicable period of grace); or 
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(c) if the owner or lessor of an asset with a value, as at the dale of such Event of Default, in excess 
of U.S.$10,000,000 (or its equivalent for the time being in any other currency or currencies) 
which asset is in the possession of the Issuer or any Material Subsidiary pursuant to the 
provisions of any lease, hire purchase agreement or lease purchase agreement (other than any 
such agreement the payment obligations in respect of which fall to be taken into account under 
the definition of Borrowed Moneys Indebtedness) exercises its rights to repossess that asset as 
a result of a default by the Issuer or the Material Subsidiary under that document and the 
amount thereupon becoming due and payable by the Issuer or the Material Subsidiary is 
U.S.$10,000,000 or more (or its equivalent for the time being in any other currency or 
currencies); or 

(d) if an encumbrancer takes possession of, or a liquidator, judicial manager, trustee, 
administrator, administrative receiver, receiver or similar officer is appointed in respect of, all 
or any part of the business or assets of the Issuer or any Material Subsidiary, or the Issuer or 
any Material Subsidiary is placed under judicial management or distress or any form of 
execution is levied or enforced upon or sued out against such assets and is not discharged 
within 28 days of being levied, enforced, or sued out; or any encumbrance which may for the 
time being affect any of the Issuer's or any Material Subsidiary's assets is enforced; or 

(e) if the Issuer or any Material Subsidiary becomes unable to pay its debts as they fall due or 
suspends making payments or declares a moratorium with respect to all or any class of its 
debts; or 

(f) (i) if the Issuer or (save for the purposes of a solvent winding up, dissolution or 
re-organisation within the Group (as defined below), on terms approved by the Trustee 
or by an Extraordinary Resolution of the Bondholders) any Material Subsidiary 
convenes a meeting of its creditors or proposes or makes any scheme or arrangement or 
composition with, or any assignment for the benefit of, its creditors; or 

(ii) if a petition is presented or (other than as described in (iii) below) other steps are taken 
for the winding up of the Issuer or (save for the purposes of a solvent winding up, 
dissolution or re-organisation within the Group on terms approved by the Trustee or by 
an Extraordinary Resolution of the Bondholders) any Material Subsidiary save where 
the Issuer demonstrates to the satisfaction of the Trustee that such petition or other steps 
are frivolous or vexatious or otherwise unlikely to result in the winding up of the Issuer 
or such Material Subsidiary; or 

(iii) if a resolution of the Issuer or the Electricity Council or its Management Board or (save 
for the purposes of a solvent winding up, dissolution or re-organisation within the Group 
on terms approved by the Trustee or by an Extraordinary Resolution of the 
Bondholders) a resolution of any Material Subsidiary or its directors is passed or an 
order is made for the winding up of the Issuer or (save as aforesaid) any Material 
Subsidiary or an administration order is made in respect of the Issuer or any Material 
Subsidiary; or 

(g) if anything analogous to any of the events specified in paragraph (c), (d), (e) or (f) above 
occurs under the laws of any applicable jurisdiction; or 

(h) if the Issuer ceases or threatens to cease to carry on the whole or substantially the whole of its 
business or operations (other than as a result of a privatisation of all or part of the electricity 
distribution industry in South Africa) or any governmental authority expropriates or threatens 
to expropriate all or a substantial part of the Issuer's assets; or 

(i) if it becomes illegal for the Issuer to comply with, or it repudiates, its obligations under the 
Bonds; or 

(j) if the Republic of South Africa or the Electricity Council ceases to have control (as defined 
below) of the Issuer; or 

(k) if any governmental authorisation, permit or licence necessary for the performance of any 
obligation of the Issuer as set forth in these Terms and Conditions is denied or revoked for 
whatever reason or fails to be given or to become in full force and effect or to remain valid and 
subsisting. 
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PROVIDED, in the case of any Event of Default, other than in the case of a winding up or dissolution 
of the Issuer in sub-paragraph (f) above, that the Trustee shall have certified to the Issuer that the Event 
of Default is, in its opinion, materially prejudicial to the interests of the Bondholders. 

(2) For the purposes of these Terms and Conditions: 

(a) "Borrowed Moneys Indebtedness" means: 

(i) any indebtedness for moneys borrowed; or 

(ii) any indebtedness (actual or contingent) under any guarantee, security, indemnity, 
deferred consideration, preference shares or other commitment designed to assure any 
creditor against any loss in respect of any moneys borrowed from any third party; or 

(iii) any indebtedness under any acceptance credit; or 

(iv) any indebtedness under any debenture, note, bond, bill of exchange or commercial paper; 
or 

(v) any indebtedness for money owing in respect of any interest rate swap or cross-currency 
swap or forward sale or purchase contract; or 

(vi) any payment obligation under any lease entered into for the purpose of obtaining or 
raising finance; or 

(vii) any deferred consideration; or 

(viii) any indebtedness under any preference share capital; 

(b) "control" means the right to direct the management and policies (including, without limitation, 
the right to appoint the majority of the management board (or equivalent body)), whether 
through the ownership of voting capital, by contract, by statute or otherwise; 

(c) "Group" means the Issuer and the Subsidiaries; 

(d) "Material Subsidiary" means a Subsidiary: 

(i) the value of whose total assets or turnover on a consolidated basis equals or exceeds 10 
per cent. of the aggregate total assets or turnover of the Issuer on a consolidated basis; 
or 

(ii) whose net operating income on a consolidated basis equals or exceeds 10 per cent. of the 
aggregate net operating income of the Issuer on a consolidated basis; 

all as more particularly defined in the Trust Deed; and 

(e) "Subsidiary" means a company in which the Issuer or any of its Subsidiaries: 

(i) holds a majority of the voting rights; or 

(ii) has the right to appoint or remove directors holding a majority of the voting rights at 
meetings of its board; or 

(iii) has the control of a majority of the voting rights or the management whether in 
accordance with an agreement or otherwise. 

A report by the Auditors (as defined in the Trust Deed) that in their opinion a Subsidiary of the 
Issuer is or is not or was or was not at any particular time or throughout any specified period a 
Material Subsidiary may be relied upon by the Trustee without further enquiry or evidence and, if 
relied upon by the Trustee, shall, in the absence of manifest error, be conclusive and binding on all 
parties. 

10. Enforcement 
(1) The Trustee may at any time, at its discretion and without notice, take such proceedings against the 

Issuer as it may think fit to enforce the provisions of the Trust Deed and the Bonds, but it shall not 
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be bound to take any such proceedings or any other action in relation to the Trust Deed or the 
Bonds unless (a) it shall have been so directed by an Extraordinary Resolution of the Bondholders 
or so requested in writing by the holders of at least one-fifth in principal amount of the Bonds then 
outstanding, and (b) it shall have been indemnified to its satisfaction. 

(2) No Bondholder shall be entitled to proceed directly against the Issuer unless the Trustee, having 
become bound so to proceed, fails so to do within a reasonable period and the failure shall be 
continuing. 

11. Replacement of Bonds 
Should any Bond be lost, stolen, mutilated, defaced or destroyed, it may be replaced at the specified office 
of the Principal Paying Agent upon payment by the claimant of the expenses incurred in connection with 
the replacement and on such terms as to evidence, indemnity and otherwise as the Issuer may reasonably 
require. Mutilated or defaced Bonds must be surrendered before replacements will be issued. 

12. Notices 
All notices regarding the Bonds will be valid if published in one leading English language daily newspaper 
with circulation in London (which is expected to be the Financial Times) or such other English language 
daily newspaper with general circulation in Europe as the Trustee may approve and so long as the Bonds 
are listed on the Luxembourg Stock Exchange and the rules of that Stock Exchange so require, in one 
daily newspaper published in Luxembourg (which is expected to be the Luxemburger Wort). Any such 
notice shall be deemed to have been given on the date of such publication in both newspapers or, if 
published more than once, on the earliest date when such publication has first been made. If publication 
as provided above is not practicable, notice will be given in such other manner, and shall be deemed to 
have been given on such date, as the Trustee may approve. 

13. Meetings of Bondholders, modification, waiver and authorisation 
(1) The Trust Deed contains provisions for convening meetings of the Bondholders to consider any 

matter affecting their interests, including the modification by Extraordinary Resolution of these 
Terms and Conditions or the provisions of the Trust Deed. The quorum at any meeting for passing 
an Extraordinary Resolution will be one or more persons present holding or representing a clear 
majority in principal amount of the Bonds for the time being outstanding, or at any adjourned 
meeting one or more persons present whatever the principal amount of the Bonds held or 
represented by him or them, except that at any meeting, the business of which includes the 
modification of certain of these Terms and Conditions and certain of the provisions of the Trust 
Deed, the necessary quorum for passing an Extraordinary Resolution will be one or more persons 
present holding or representing not less than two-thirds, or at any adjourned meeting not less than 
one-third, of the principal amount of the Bonds for the time being outstanding. An Extraordinary 
Resolution passed at any meeting of the Bondholders will be binding on all Bondholders, whether 
or not they are present at the meeting. 

(2) The Trustee may agree, without the consent of the Bondholders, to any modification of, or to the 
waiver or authorisation of any breach or proposed breach of, any of these Terms and Conditions or 
any of the provisions of the Trust Deed which is not, in the opinion of the Trustee, materially 
prejudicial to the interests of the Bondholders or to any modification which is of a formal, minor or 
technical nature or to correct a manifest error. 

(3) In connection with the exercise by it of any of its trusts, powers, authorities and discretions 
(including, without limitation, any modification, waiver, authorisation or determination), the Trustee 
shall have regard to the general interests of the Bondholders as a class and shall not have regard to 
any interests arising through circumstances particular to individual Bondholders (whatever their 
number) and, in particular but without limitation, shall not have regard to the consequences of the 
exercise of its trusts, powers, authorities and discretions for individual Bondholders (whatever their 
number) resulting from their being for any purpose domiciled or resident in, or otherwise connected 
with, or subject to the jurisdiction of, any particular territory or any political sub-division thereof and 
the Trustee shall not be entitled to require, nor shall any Bondholder be entitled to claim, from the 
Issuer, the Trustee or any other person any indemnification or payment in respect of any tax 
consequence of any such exercise upon individual Bondholders except to the extent already 
provided for in Condition 7 and/or any undertaking given in addition to, or in substitution for, 
Condition 7 pursuant to the Trust Deed. 
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(4) Any modification, waiver, authorisation or determination shall be binding on the Bondholders and, 
unless the Trustee agrees otherwise, any modification shall be notified by the Issuer to the 
Bondholders as soon as practicable thereafter in accordance with Condition 12. 

14. Indemnification of the Trustee 
The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from 
responsibility, including provisions relieving it from taking action unless indemnified to its satisfaction. 

15. Further Issues 
The Issuer is at liberty from time to time without the consent of the Bondholders to create and issue 
further bonds or notes (whether in bearer or registered form) either (a) ranking pari passu in all respects 
and so that the same shall be consolidated and form a single series with the outstanding bonds or notes 
of any series (including the Bonds) constituted by the Trust Deed or any deed supplemental thereto or (b) 
upon such terms as to ranking, interest, conversion, redemption and otherwise as the Issuer may 
determine at the time of the issue. Any further bonds or notes which are to form a single series with the 
outstanding bonds or notes of any series (including the Bonds) constituted by the Trust Deed or any deed 
supplemental thereto shall, and any other further bonds or notes may (with the consent of the Trustee), 
be constituted by a deed supplemental to the Trust Deed. The Trust Deed contains provisions for 
convening a single meeting of the Bondholders and the holders of bonds or notes of other series in certain 
circumstances where the Trustee so decides. 

16. Governing law and submission to jurisdiction 
The Trust Deed and the Bonds are governed by, and will be construed in accordance with, English 
law. 

The Issuer has in the Trust Deed irrevocably agreed for the benefit of the Trustee and the 
Bondholders that the courts of England are to have jurisdiction to settle any disputes which may arise out 
of or in connection with the Trust Deed and the Bonds and that accordingly any suit, action or proceedings 
arising out of or in connection therewith (together referred to as "Proceedings") may be brought in the 
courts of England. 

The Issuer has in the Trust Deed irrevocably and unconditionally waived and agreed not to raise any 
objection which it may have now or subsequently to the laying of the venue of any Proceedings in the 
courts of England and any claim that any Proceedings have been brought in an inconvenient forum and 
has further irrevocably and unconditionally agreed that a judgment in any Proceedings brought in the 
courts of England shall be conclusive and binding upon the Issuer and may be enforced in the courts of 
any other jurisdiction. Nothing in this Condition shall limit any right to take Proceedings against the 
Issuer in any other court of competent jurisdiction, nor shall the taking of Proceedings in one or more 
jurisdictions preclude the taking of Proceedings in any other jurisdiction, whether concurrently or not. 

The Issuer has in the Trust Deed irrevocably and unconditionally appointed the General Manager, 
Eskom (London office) situated at 6th Floor, Brettenham House, London WC2 6EN as its agent for 
service of process in England in respect of any Proceedings and has undertaken that in the event of it 
ceasing so to act it will appoint such other person as the Trustee may approve as its agent for that 
purpose. 

The Issuer has in the Trust Deed irrevocably and unconditionally waived and agreed not to raise 
with respect to the Trust Deed and the Bonds any right to claim sovereign or other immunity from 
jurisdiction or execution and any similar defence, and has irrevocably and unconditionally consented to 
the giving of any relief or the issue of any process, including, without limitation, the making, enforcement 
or execution against any property whatsoever (irrespective of its use or intended use) of any order or 
judgment made or given in connection with any Proceedings. 

USE OF PROCEEDS 
The net proceeds of the issue of the Bonds, estimated to amount to South African Rand 186,500,000, 

excluding expenses, will be used by the Issuer for its general corporate funding purposes. 
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DESCRIPTION OF ESKOM 

INTRODUCTION 
Eskom engages in the generation, transmission and distribution of electricity in South Africa and is 

the national electric utility in South Africa. Eskom was first established in 1922 under the Electricity Act 
of 1922 (Act No. 42 of 1922) as the Electricity Supply Commission, and later existed in accordance with 
the Electricity Act of 1958 (Act No. 40 of 1958). 

Eskom is currently a legally independent entity operating under the Eskom Act of 1987 (as 
amended) (the "Eskom Act") and the Electricity Act of 1987 (as amended) (the "Electricity Act"). In 
accordance with Section 3 of the Eskom Act, Eskom defines its objective to be the provision of the system 
by which its customers' electricity needs are met in the most cost-effective manner subject to resource 
constraints and the national interest. Eskom's investments are driven to achieve a real rate of return on 
capital equalling the long term growth rate of the South African economy and thus allowing Eskom to 
grow at the same rate. Eskom has no share capital, and it pays neither income taxes nor dividends. Eskom 
is organised as one legal entity and all main generation, transmission and distribution assets are the 
property of Eskom. 

ELECTRICITY INDUSTRY IN SOUTH AFRICA 
Electricity represented approximately 27 per cent. of all end-use energy consumption in South 

Africa for the year ended 31sl December, 1996. Historically, Eskom has enjoyed an effective monopoly 
in the generation and transmission of electricity, while responsibility for distribution to end-users has been 
divided among a number of parties. A small number of Eskom's industrial customers and municipalities 
have their own generation facilities, which are used to supplement the electricity provided by Eskom. In 
1996, Eskom accounted for approximately 98 per cent. of all electricity generated in South Africa. Eskom 
has historically acted as a wholesaler of electricity, principally serving purchasers such as mining, 
industrial and agricultural customers, and municipalities. Wholesale customers have been responsible for 
reticulation and, in the case of municipalities, distribution to end-users. 

Of the approximately 8.9 million households in South Africa, only an estimated 4.1 million are 
connected to the electricity grid. Since 1991, Eskom has been engaged in the Electrification Programme 
which by December 1996 had extended electricity supply to an additional 1,259,520 domestic customers. 
In addition, Eskom has negotiated contracts to supply electricity to many areas in South Africa which 
were previously supplied by municipalities and other entities. As a result, Eskom's customer base includes 
an increasing number of domestic customers. Despite this increase in the number of domestic customers, 
during the year ended 31st December, 1996, domestic customers accounted for only 2.9 per cent. of 
electricity sold and 4.9 per cent. of total sales revenues, compared with 42.3 per cent. of electricity sold and 
41.7 per cent. of total sales revenues for municipalities in the same year. 

BUSINESS 
Eskom is a special statutory entity that has no shareholders. A government-appointed council 

determines Eskom's policies and its operations are substantially influenced by public policy 
considerations in South Africa. Eskom does not seek to maximise profits and, in certain instances, has 
adopted policies that it might not have adopted if it were operating as a purely private (or a regulated 
private) entity. No assurance can be given, however, that policies adopted in the future as a result of 
political or public policy considerations will not have an adverse effect on Eskom's financial results or 
condition. 

Subsidiaries and Associated Companies 
Eskom has a number of subsidiary and associated companies (refer to Schedule 2 to the 

Capitalisation Table for further details, see page 21 below). As is evident from Schedule 2 to the 
Capitalisation Table, such companies do not constitute a material part of Eskom's business. 

General 
With a net maximum generating capacity of approximately 36,563 megawatts at the end of 1996 and 

electricity sales of 165,370 Gwh, Eskom generated more than 98 per cent. of South Africa's electricity, 
constituting 27 per cent. of end-use energy consumption in South Africa. Overall, Eskom provided over 
50 per cent. of electricity generation in the whole of Africa. Furthermore. Eskom is responsible for all 
high-voltage transmission of electricity in South Africa, supplies electricity directly to large customers, and 
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carried out a significant portion of all South African retail electricity distribution in terms of Kwh in 
1996. 

Financing 
Eskom has no share capital. Capital expenditure and loan repayments are financed from internal 

and external sources. 

External finance is obtained by raising funds in local and overseas money and capital markets, and 
through trade finance arranged in conjunction with suppliers of capital equipment. 

Internal finance is obtained by the retention of tariff income which is used in the first instance for 
general corporate purposes and secondly for capital expenditure. Eskom may borrow, from time to time, 
such amounts as are approved by the Minister for Public Enterprises. This ministerial approval is given 
annually and sets out the conditions upon which Eskom may borrow and the total amount and the 
purposes for which it may borrow. 

Evolving Legal and Regulatory Framework 
The generation, transmission and distribution of electricity in South Africa is presently governed 

and controlled through the Electricity Act. This Act is due to be replaced by the Electricity Supply 
Industry Regulation Act, which is currently in draft form. Both these Acts provide for the regulation of 
the electricity industry and the latter is specifically designed to streamline the licence granting process. 

Tariffs 
Recognising the importance of affordable electricity in promoting economic development, the 

government of South Africa and Eskom agreed to a price compact in 1991 which called for a 20 per cent. 
reduction in average real electricity prices between 1992 and 1996. Further, Eskom has committed to 
extend this, so that the real price reduction for the period 1995 to 1999 will be 15 per cent. The latter is 
known as the Reconstruction and Development Programme compact (the "RDP compact"). The price 
compact and RDP compact are intended to promote the delivery of low cost electricity without 
significantly changing the current tariff schedule (described above). The compacts do not specify annual 
reduction targets, but rather permit Eskom the flexibility to target incremental real price reductions on an 
annual basis. Eskom's ability to satisfy the mandate of the compacts is premised on Eskom's retention of 
the existing tariff policy and its having relatively low capital expenditures through 1999, and co-operative 
licensing by the National Electricity Regulator. 

Electricity Demand 
Demand for electricity in South Africa has grown at an average rate of approximately 3.1 per cent. 

per year since 1984. Eskom's long-term projection for the average growth rate of electricity demand is 
approximately 3.0 per cent. per year, based on the continuation of the Electrification Programme as 
planned, the completion of a number of significant mining and related industrial projects that are 
currently under construction or in the planning stages, and an average economic growth in South Africa 
of 2.7 per cent. per year. Based on the anticipated growth rates for electrical energy consumption and the 
generating capacity of its current commissioned and mothballed power plants, Eskom estimates that it will 
not have to construct additional generating capacity (other than the completion of the Majuba Power 
Station) for several years. 

Divisionalisation 
Eskom has divisionalised its operations into three business units, namely Generation, Transmission 

and Distribution. The intention behind this approach is to improve efficiencies and to provide for 
competition between individual power generating components. The restructure also provides for selling 
power into the national pool. 

Generation 
Eskom has twenty operational power stations, which have a net maximum capacity of 36,563 MW 

(there are generators in reserve storage with a net maximum capacity of 4,531 MW) and include: 

(i) thirteen coal-fired stations; 

(ii) two gas turbine stations; 

(iii) two hydroelectric stations; 

(iv) two pumped-storage hydroelectric stations; and 
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(v) one nuclear power station. 

The share of electricity production from each type of power station varies from year to year, 
depending upon such factors as the availability of the station's primary energy supply and maintenance 
outages. In 19%, coal-fired power stations produced approximately 91.4 per cent. of all Eskom's 
electricity. The total production for the nuclear power station and two pumped-storage hydroelectric 
stations were approximately 6.6 per cent. and 1.2 per cent. respectively and approximately 0.7 per cent. 
for the hydroelectric and gas turbine stations. 

Transmission 
Transmission distances in South Africa are relatively long because Eskom's coal-fired power stations 

are located in the remote area of the Eastern Highveld near the coal supplies rather than near the 
principal consumption centres. As of 31st December, 1996, Eskom's transmission and distribution 
network consisted of approximately 25,426 kilometres of main transmission power lines, 230,319 
kilometres of distribution and reticulation power lines and a network of substations, transformers and 
related equipment located throughout South Africa. Approximately 16,404 kilometres of Eskom's main 
transmission lines operate at voltages of 400KV or higher. 

Eskom utilises 871 kilometres of the 1,153 kilometres built to operate at 765KV, which voltage 
serves to reduce transmission power losses on Eskom's longer transmission routes. 

Distribution 
Distribution is the area responsible for Eskom's customers and provides electricity supply, network 

connection, service and information to them through fifteen sales and customer service offices throughout 
South Africa. 

Historically, Eskom has been a wholesaler of electricity to large commercial consumers and 
municipalities, which were responsible for reticulation and, in the case of municipalities, distribution to 
domestic customers. During 1996, no single customer accounted for more than 5.6 per cent. of Eskom's 
net sales, and Eskom's ten largest customers (all located in South Africa) accounted for approximately 
28.3 per cent. of net sales. 

Eskom's direct customer base has changed over the past few years to include an increased number 
of domestic customers. This change in customer profile is the result of Eskom's Electrification Programme 
as well as the fact that Eskom has negotiated contracts to distribute directly to many new large 
end-users. 

In 1991, in support of the South African government's public policy of increasing the number of 
South African households that receive electricity, Eskom commenced the Electrification Programme. 
From 1995, Eskom, as one of the participants in the Reconstruction and Development Programme's 
("RDP") electrification campaign, increased the target rate of its Electrification Programme to 300,000 
households per year from 150,000 households per year, with total new connections reaching 1.75 million 
by 1999. In 1996, Eskom installed 307,047 direct domestic connections. In addition, by offering incentives, 
Eskom facilitated another 7,414 connections at farm dwellings. 

An Electricity Working Group was established in 1995 to investigate the restructuring of the 
electricity supply industry in South Africa. The Working Group was constituted by the Department of 
Energy and Mineral Affairs, in conjunction with the National Electricity Regulator. The Working Group's 
conclusions were submitted to Cabinet and it was recommended that the distribution industry be 
consolidated into a limited number of independent financially viable regional distributors. Any such 
action could result in Eskom's distribution business being separated from Eskom, leaving Eskom with 
only generation and transmission activities. The Government subsequently approved the 
recommendations and consultation with relevant stakeholders, including Eskom, will pave the way for 
implementation. 

Competition 
Eskom docs not currently have any significant competitors in South Africa with respect to the 

generation and transmission of electricity. 

Environmental Matters 
Eskom's constructions, generation and transmission activities are subject to a wide array of laws and 

regulations relating to the management of South Africa's environment. Eskom believes that it 
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substantially complies with all relevant environmental legislation in South Africa. The South African 
government is, however, currently reviewing and may propose changes to the environmental laws and 
regulations applicable to Eskom. 

Eskom currently estimates that, for the period from 1997 to 2002, its average capital expenditure for 
environmental matters and related operating expenses will be approximately ZAR150 million per annum 
based on currently known regulatory requirements. More stringent requirements could of course increase 
these amounts between 30 to 100 per cent. 

Privatisation 
Although the Government of South Africa is actively pursuing privatisation measures regarding 

state enterprises, there is currently no indication of plans to privatise Eskom in the immediate future. 

RECENT PERFORMANCE: 1996 
This included a tariff increase of 4 per cent. and a sales increase of 7.8 per cent. Total revenue 

increased by 9.2 per cent. to ZAR18,687 million (1995: ZAR17,114 million). Revenue received from 
commodity-linked agreements, although making a positive contribution, was negatively impacted by 
about ZAR500 million during 1996, mainly due to low ferrochrome prices. 

The increase in the sales growth from 2.8 per cent. in 1995 to 7.8 per cent. in 1996 was largely as a 
result of the commissioning of the new Alusaf Hillside plant, together with the large increase in demand 
for Eskom electricity supplies by countries in the subregion. 

Operating expenditure increased by 9.8 per cent. to ZAR12,421 million (1995: ZAR11,315 million). 
Provisions were made for the cost of decommissioning power stations and the management of nuclear 
waste of ZAR225 million (1995: ZAR247 million), as well as ZAR164 million (1995: ZAR151 million) for 
post-retirement medical benefits. Net operating expenditure was reduced by ZAR236 million through the 
profit made on the disposal of the investment in Alusaf. 

Net interest and finance charges on net interest-bearing debt increased by 3.6 per cent. to ZAR3,194 
million (1995: ZAR3,083 million). This was mainly due to the increase in the average rate of interest on 
net interest-bearing debt. Net interest and finance charges were covered 2.0 times (1995: 1.9 times) by net 
operating income and 2.8 times (1995: 3.1 times) by cash from operating activities. 

Net income increased by 13.1 per cent. to ZAR3,072 million (1995: ZAR2,716 million). Net income 
on a current value basis was ZAR545 million (1995: ZAR444 million). The real rate of return was 3.9 per 
cent. (1995: 3.8 per cent.). Net cash generated by the business amounted to ZAR1,109 million (1995: 
ZAR1,366 million) before funding activities. At the end of 1996 the book value of Eskom's assets (cost 
less depreciation) was ZAR46,334 million. The estimated current value of Eskom's assets is ZAR86,230 
million. 

On the basis of Gwh sales Eskom was the world's fifth largest electric utility in 1996, and the fourth 
largest measured by generation capacity, excluding the former Soviet Union. 

MANAGEMENT 
Under the Eskom Act, Eskom has a separate supervisory and management board structure 

comprising the Electricity Council and the Management Board. 

(i) Electricity Council 
The policies and objectives of Eskom are determined by, and are subject to the directions of, the 
Electricity Council. Members of the Electricity Council are appointed as representatives of a variety 
of constituencies, including consumer groups, trade unions, mining organisations, government 
representatives, and energy experts. 

15 



Names of Council Members 
Mr. R J Khoza Chairman of the Electricity Council 
Mr Frans Baleni National Union of Mineworkers 
Mr P L Campher Independent Representative: Coronation Asset Management 
Mr T G Dale Independent Representative: Gengold SA 
Mr I P Deetlefs Independent Municipal and Allied Trade Union 
Prof. Aubrey B Dickman South African Chamber of Business 
Mr S E Funde Independent Representative: Asia 
Mr K Joe Hiongwane National African Federated Chamber of Commerce 
Mr B A Khumalo Executive Director, Eskom 
Dr W J Kok Executive Director, Eskom 
Prof. I J Lambrechts Afrikaanse Handelsinstituut 
Mrs Nozizwe Majija Consumer (Black Housewive's League) 
Mr M Mkwanazi Executive Director, Transnet 
Mr Linda J Mngomezulu South African National Civics Association 
Mr Allen J Morgan Chairman of the Management Board & Chief Executive of 

Eskom 
Mr Dawid B Mostert Steel and Engineering Industries Federation of South Africa 
Mr M Ngwenda National Union of Metalworkers of South Africa 
Mrs Joyce N Seroke South African National Black Consumer Union 
Mr CO van Veijeren South African Agricultural Union 

(ii) Management Board 
The Management Board is appointed by the Electricity Council and is responsible for the 
administration of Eskom's day-to-day operations in accordance with the policies and objectives set 
by the Electricity Council. 
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CAPITALISATION 
The following table sets out the audited capitalisation of Eskom as at 31st December, 1996. 

ZAR million 

Reserves 21,893 

- Accumulated reserves 21,743 
- Insurance reserves 150 

Long term provisions 1,539 
- Decommissioning and nuclear waste management 1,173 

- Post-retirement medical benefits 366 

Net interest-bearing debt 27,298 
- Interest bearing debt 32,610 

Locally registered bonds 18,967 
Other local debt 

- Commercial paper bills 3,464 
- Other 1,587 

Foreign debt 
- Bonds and loans 6,910 
- Project finance 1,682 

- Less; Investments 5,312 

Capital market investments 3,079 
Deposits and money market assets 

- Negotiable certificates of deposit 1,327 
- Bills and bankers' acceptances 21 
- Fixed and other deposits 385 

Money on call 329 
Cash and bank 171 

Total 50,730 

The maturity structure of net interest-bearing debt is as follows: 
Less: 

Invest -
Local Foreign ments Net 

Long term 20,742 7,010 3,333 24,419 

After 1 year within 5 years 4,774 5,253 786 9,241 
After 5 years within 10 years 1,474 1,632 670 2,436 
After 10 years 14,494 125 1,877 12,742 

Short term 3,276 1,582 1,979 2,879 

Total 24,018 8,592 5,312 27,298 

Short-term debt includes credits and short-term 
loans of a revolving nature amounting to 3,044 

There has been no material change in the capitalisation of the Issuer since 31st December, 1996. 
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SCHEDULE 1 TO THE CAPITALISATION TABLE: 
Locally Registered Bonds as at 31st December, 1996 

Authorised 
nominal Average 

value 1996 Coupon yield base Capital Interest Issued nominal value 
ZAR rate funding repayment payment 1996 1995 

Loan million % % dates dates ZAR million ZAR million 

87 45 9,25 1996 Jan/Jul _ 21 
88 10 8,75 1996 Jan/Jul - 7 
89 20 9,25 1996 Jun/Dec - 5 
90 30 9,25 1996 Jun/Dec - 12 
91 10 8,75 1996 Jun/Dec - 2 
92 20 9,25 9,10 1997 Jun/Dec 12 12 
93 22 9,13 11,10 1997 May/Nov 14 14 
94 5 8,75 7,84 1997 May/Nov I 1 
95 25 8,5 8,16 1997 Jun/Dec 6 6 
96 28 8,25 8,24 1997 May/Nov 18 11 
97 7 8 9,27 1997 May/Nov 4 4 
98 45 8,25 10,06 1997 May/Nov 39 34 
99 30 8,25 10,51 1998 Jun/Dec 25 23 
100 20 8,38 8,17 1998 Jun/Dec 18 19 
101 5 8 9,90 1998 Jun/Dec 5 4 
103 24 8 8,94 1998 Feb/Aug 19 21 
104 6 7,63 8,19 1998 Feb/Aug 5 6 
106 45 8 11,66 1998 Jun/Dec 39 42 
107 27 9 9,89 1999 Feb/Aug 24 23 
108 3 8,5 9,95 1999 Feb/Aug - -
110 30 9,5 11,27 1999 Jan/Jul 28 27 
111 9 10,75 13,57 2000 Jan/Jul 6 6 
112 29 10,75 12,38 2000 Jan/Jul 24 25 
113 40 10,75 11,76 2000 Feb/Aug 39 38 
114 25 10,75 10,69 2000 Jun/Dec 20 21 
115 5 10,25 11,92 2000 Jun/Dec 4 4 
116 30 10,75 12,65 2000 Feb/Aug 25 26 
118 55 11 12,14 2000 Apr/Oct 53 51 
119 6 10,75 1995 Apr/Oct - -

C/fwd 656 428 465 

18 



SCHEDULE 1 TO THE CAPITALISATION TABLE (continued): 
Locally Registered Bonds as at 31st December, 1996 

Authorised 
nominal Average 

value 1996 Coupon yield base Capital Interest Issued nominal value 
ZAR rate funding repayment payment 1996 1995 

Loan million % % dates dates ZAR million ZAR million 

B/fwd 656 428 465 
121 40 11,4 13,33 2001 Mar/Sep 32 32 
122 2 11,1 13,67 1996 Mar/Sep - 1 
123 40 12,75 1996 May/Nov - 36 
126 40 12,5 13,67 2001 Jun/Dec 31 29 
127 150 12,6 13,95 1999 Mar/Sep 148 145 
131 250 11,15 10,34 2002 Apr/Oct 10 10 
132 250 11,75 8,77 2002 Apr/Oct 26 28 
134 170 10,75 9,23 2003 May/Nov 6 7 
135 270 11,3 12,48 2003 May/Nov 28 30 
138 150 9,7 8,78 2003 Feb/Aug 3 7 
139 340 10,25 8,88 2003 Feb/Aug 10 11 
141 130 8,65 12,44 2004 Mar/Sep 15 20 
142 350 9,15 14,68 2004 Mar/Sep 346 267 
144 130 9,05 9,55 2005 Feb/Aug 12 11 
145 270 9,55 16,06 2005 Feb/Aug 264 253 
148 100 9,05 12,25 2005 Jun/Dec 4 5 
149 230 9,55 15,45 2005 Jun/Dec 60 39 
151 275 10,95 10,96 2004 May/Nov 3 4 
153 400 12,95 13,61 2006 Apr/Oct 188 216 
154 220 10 10,25 2007 May/Nov 56 73 
155 170 13,2 13,69 2007 May/Nov 130 147 
157 415 14,25 15,93 2008 May/Nov 362 355 
159 325 12 13,25 2008 Mar/Sep 175 200 
160 350 13 16,07 2009 May/Nov 178 189 
163 125 10,5 2,58 2004 Jun/Dec 23 27 
167 5,000 12 1996 May/Nov - 2,068 
168 20,000 11 15,63 2008 Jun/Dec 12,812 13,550 
169 6,000 15 13,76 1998 Apr/Oct 3,390 3,735 
170 20,000 13,5 14,38 2020 Feb/Aug 2,612 2,650 
171 6,500 0 15,30 2002 Mar/Sep 1,004 566 
172 4,500 8 12,19 2001 Mar/Sep 1,638 1,415 

67,848 23,994 26,591 
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SCHEDULE 2 TO THE CAPITALISATION TABLE: 
Unlisted Investments as at 31st December, 1996 

The following unlisted investments are included in non-current assets. 

Investment Indebtedness 
Issued/ Stated Effective holding 1996 1995 1996 1995 

capital 1996 1995 ZAR ZAR ZAR ZAR 
Name Nature of operation ZAR % % million milium million million 

SUBSIDIARY COMPANIES 
Escap Limited Insurance 29,500,000 100 100 30 30 
Gallium Insurance Company 
Limited Insurance 4,000,000 100 100 4 4 
Rotek Industries (Pty) Limited Maintenance and service 4,000 100 100 - - 301 305 

34 34 301 305 

ASSOCIATE COMPANIES 
Eskom Finance Company (Pty) Finance (employee 
Limited housing loans) 4,000 20 20 - - 915 717 
Gezicor (Pty) Limited Electricity reticulation 1,000 50 50 -
Kwanobuhle Electricity Supply 
Company (Pty) Limited Electricity reticulation 40,000 50 50 
Phambili Nombane (Pty) Limited Electricity reticulation 3,000,000 33 33 1 1 
T E D (Transitional Electricity 
Distribution) formerly Kescor (Pty) 
Limited Electricity reticulation 1,000 50 50 - - - -

1 1 915 717 

OTHER 
Alusaf Limited - loan 
(Unsecured, redeemable loan with an ordinary share 
conversion option and a dividend-linked interest rate) - 300 

The Ash Classification Venture 
(Unsecured, fixed interest and fixed repayment terms) - - 2 3 

Bophuthalswana Eleclricity Corporat ion 
(Unsecured with no fixed redempt ion dales and bearing interest at prime) - - 28 24 

Hidroelectrica de Cahora Bassa S A R L 
(Unsecured, fixed interest and fixed repayment terms) - - 103 27 

Small Business Development Corporat ion Limited -
500,000 ordinary "A" shares (Equity shares) 1 1 - -

1 1 133 354 

36 36 1,349 1,376 

Indebtedness 1,349 1,376 

1,385 1,412 

Directors ' valuation of unlisted investments 1,385 1,412 
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UNCONSOLIDATED SUBSIDIARY COMPANIES 
1996 1995 

ZAR ZAR 
Aggregate abridged financial statements million million 

Capital employed 
Cost of unlisted shares in subsidiary companies 34 30 
Post-acquisition deficit at beginning of the year (131) (18) 
Attributable net loss for the year (11) (115) 

Total share capital and reserves (108) (103) 
Loans by holding company 499 452 
Long-term liabilities 12 

403 349 

Employment of capital 
Property, plant and equipment 223 187 
Net current assets 180 162 

403 349 
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SUMMARY FINANCIAL STATEMENTS OF ESKOM 

SELECTED NON-CONSOLIDATED FINANCIAL DATA for the seven years ended 31st 
December, 1996 

SEVEN YEAR FINANCIAL REVIEW 
1996 1995 1994 1993 1992 1991 1990 
ZAR ZAR ZAR ZAR ZAR ZAR ZAR 

million million million million million million million 

FINANCIAL POSITION 
Reserves 21,893 18,821 16,105 13,837 12,191 10,702 9,700 
Net interest-bearing debt 27,298 27,278 27,884 28,027 27,616 27,266 26,590 
Total assets 53,770 50,625 47,364 44,397 42,455 40,245 38,717 
Net assets 50,730 47,276 44,778 42,260 40,115 38,231 36,521 

OPERATIONS 
Revenue 18,687 17,114 15,417 13,793 12,649 11,726 10,736 
Operating expenditure 12,421 11,315 9,963 9,000 8,173 7,498 6,589 
Net interest and finance 

charges 3,194 3,083 3,186 3,147 2,987 3,240 3,302 
Net income 3,072 2,716 2,268 1,646 1,489 988 845 

CASH FLOW 
Cash from operating 

activities 8,809 9,631 7,998 6,819 6,625 5,825 5,892 
Net financing charges (2,090) (2,430) (2,492) (2,642) (2,288) (2,854) (2,835) 

Net cash from operating 
activities 6,719 7,201 5,506 4,177 4,337 2,971 3,057 

Net capital expenditure (5,610) (5,835) (4,735) (4,041) (4,041) (3,335) (3,662) 

Net cash 
generated/(utilised) 1,109 1,366 771 136 296 (364) (605) 

Debt raised 1,934 4,338 1,714 2,582 3,316 2,903 5,457 
Debt repaid (4,459) (4,551) (2,783) (3,701) (1,748) (2,158) (3,502) 
Decrease/(increase) in 

investments 1,416 (1,153) 298 983 (1,864) (381) (1,350) 

Net cash 
generated/(utilised) (1,109) (1,366) (771) (136) (296) 364 605 

RATIOS 
PROFITABILITY AND 
ASSET MANAGEMENT 
Net asset turn 0.37 0.36 0.34 0.33 0.32 0.31 0.29 
Return on total assets, % 11.65 11.45 11.52 10.80 10.54 10.51 10.71 
GEARING 
Debt equity 1.25 1.45 1.73 2.03 2.27 2.55 2.74 
Interest cover 1.96 1.88 1.71 1.52 1.50 1.30 1.26 
Value created per 

employee, ZAR 
thousand 330 293 262 230 205 171 150 

DEFINITIONS OF RATIOS 
Net asset turn - Revenue divided by net assets 
Return on total assets - Net operating income expressed as a percentage of total assets 
Debt equity - Net interest-bearing debt divided by reserves 
Interest cover - Net operating income divided by net interest and finance charges 
Value created per employee - Value created divided by number of employees at 31st December as per 
value added statement 
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EXTRACTS FROM THE AUDITED FINANCIAL RESULTS 
for the year ended 31st December, 1996 

BALANCE SHEET 
1996 1995 
ZAR ZAR 

Notes million million 

CAPITAL EMPLOYED 
Reserves 21,893 18,821 
Accumulated reserves 21,743 18,671 
Insurance reserve 1 150 150 
Long-term provisions 2 1,539 1,177 
Net interest-bearing debt 3 27,298 27,278 
Long term 24,419 24,234 
Short term 2,879 3,044 

50,730 47,276 

EMPLOYMENT OF CAPITAL 
Property, plant and equipment 4 46,334 43,593 
Non-current assets 5 4,697 4,498 
Current assets 2,739 2,534 
Inventories 6 834 794 
Amount receivable 7 1,905 1,740 

Total assets 53,770 50,625 
Interest-free liabilities 3,040 3,349 
Accounts payable and other provisions 2,627 2,912 
Net interest accrued 8 413 437 

Net assets 50,730 47,276 

1996 1995 
ZAR ZAR 

INCOME STATEMENT Notes million million 

Revenue 18,687 17,114 
Operating expenditure 12 12,421 11,315 

Net operating income 6,266 5,799 
Net interest and finance charges 13 3,194 3,083 

Net income 3,072 2,716 
Transfer to insurance reserve - 50 

Retained income for the year 3,072 2,666 
Accumulated reserves at beginning of the year 18,671 16,005 

Accumulated reserves at end of the year 21,743 18,671 
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THE REPUBLIC OF SOUTH AFRICA 

The information set out below is based on material obtained from various publicly available sources 
believed to be accurate, but has not been independently verified by the Issuer or the Managers. 

1. Geography 
The Republic of South Africa ("South Africa") covers an area of approximately 474,000 square 
miles, which is approximately one-eighth the size of the United States and five times the size of the 
United Kingdom. 

2. Population 
According to the latest Census (1996), the current population of South Africa is 37.9 million, 
increasing at approximately 2.4 per cent. annually. The International Bank for Reconstruction and 
Development estimates the level of urbanisation at close to 60 per cent. of the total population. The 
largest concentrations of population in South Africa are in KwaZulu-Natal and Gauteng provinces, 
which includes Johannesburg and is the area in which most economic and industrial activity lakes 
place. 

3. Government 
The first multi-racial elections were held in April 1994 and gave the African National Congress 
("ANC") 63 per cent. of the vote, the National Party ("NP") 20 per cent. and the Inkatha Freedom 
Party ("IFP") 10 per cent. Of the 400 parliamentary seats, the ANC has 252, the NP 82, the IFP 43 
and the other parties 23. The cabinet is comprised predominantly of ANC members although some 
of the other parties are represented. 

The process of political reform, commenced in 1990, has brought South Africa increasing 
international acceptance. Virtually all of the financial and trade sanctions that were imposed against 
South Africa have been removed, resulting in increased trade to and from South Africa and renewed 
international interest in investment in the country. South Africa is a member of the Southern African 
Common Monetary Area and the Southern Africa Customs Union. In addition, South Africa is a 
signatory to the GATT Agreement and participated in the recent Uruguay round. 

In the Constitution of the Republic of South Africa, 1996, Act No. 108 of 1996 (the "Constitution"), 
certain fundamental rights are entrenched, including equality, freedom of expression, freedom of 
association, freedom of movement, access to the courts and access to information. 

Provisions in the Constitution concerning property include the following: 

(a) no deprivation of any rights in property shall be permitted otherwise than by law; and 

(b) property may only be expropriated for public purposes and then only on the basis that just and 
equitable compensation is paid. 

4. The South African Economy 
a) Gross Domestic Product ("GDP") South Africa's economy experienced a prolonged recession 

from the second half of 1989 through 1992, arising largely from reduced domestic demand 
resulting from a substantial and sustained fall in investment by public authorities and the 
private sector after 1985. The recession intensified as agricultural production declined due to 
drought conditions and as private-sector confidence declined amid growing political 
uncertainty and social turmoil. The slowdown in the economies of South Africa's main trading 
partners also contributed to the recession over this period. Real GDP (at market prices) 
decreased at a rate of 0.3 per cent. in 1990, 1.0 per cent. in 1991 and 2.2 per cent. in 1992. A 
modest recovery began in 1993, when GDP grew by 1.3 per cent., largely as a result of a 
substantial increase in agricultural output and increased foreign demand in other sectors. 
Annual growth in real GDP increased to 2.7 per cent. in 1994 and to 3.3 per cent. in 1995. Real 
GDP increased from quarter to quarter in 1995 at seasonally adjusted and annualised rates of 
between 1.7 per cent. and 3.0 per cent., before strengthening at a seasonally adjusted and 
annualised rate of 3.10 per cent. in 1996. Growth in 1994 was affected by the political transition 
process as well as by labour disputes and work stoppages. In 1995, growth was affected by a 
decline in real value added in the primary sectors due to lower volumes of gold mined and a 
decline in agricultural production. As a result of stronger growth in real domestic production 
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in both 1994 and 1995, the annual growth rate in real output exceeded the population growth 
rate in those years. In 1995, both agriculture and mining of minerals, other than gold, 
increased, the effects of which offset a reduction in the rate of growth in the secondary and 
tertiary sectors of the economy in the period. 

The following tables set forth nominal and real GDP and expenditures for the periods 
indicated: 

GDP Summary 
1992 1993 1994 1995 1996 

Nominal GDP(1)(2) 340,963 383,695 431,711 484,621 543,014 
Real GDP(1)(2)(3) 267,257 270,702 278,143 287,233 296,469 
Real per cent. change from prior 
year (2.2%) 1.3% 2.7% 3.3% 3.1% 
Population (millions) (estimated) 38.9 39.7 40.6 41.4 41.2 
Per capita GDP (nominal)(4) 8,776 9,665 10,633 11,705 12,835 
Per capital GDP (real)(3)(4) 6,879 6,819 6,851 6,938 7,007 

1 Millions of Rand. 
2 At market prices. 
3 At constant 1990 prices. 
4 Rand. 

b) Balance of Payments: For a period of nine and a half years the balance of payments was 
characterised by substantial net outflows of capital not related to reserves; in total, capital 
amounting to ZAR51.7 billion left the country from 1985 up to the second quarter of 1994. 
Economic growth was consequently constrained because surpluses had to be maintained on 
the current account of the balance of payments to compensate for these outflows. In 1994 
international capital movements turned strongly in South Africa's favour, making it possible 
for the country to again run a deficit on the current account of the balance of payments. The 
net capital inflow which had commenced after the election of the Government of National 
Unity in April 1994 continued in the first half of 1995 and amounted to approximately 
ZAR18.6 billion over the twelve month period from July 1994 to June 1995. Over the same 
period, capital inflow exceeded the current account deficit by ZAR10.6 billion, allowing the 
net foreign reserves position to strengthen, and the Reserve Bank to reduce its own 
outstanding short-term borrowings from ZAR6.7 billion to ZAR1.6 billion. 

The transition from surplus to deficit on the current account of the balance of payments was 
the direct result of an increase in investment spending which translated into rapidly rising 
imports which outweighed the volume and value of merchandise exports. The physical volume 
of non-gold exports is slowing down as a number of large projects which had a large import 
content (and which will moreover soon start to generate export receipts) reach completion. 

The current account deficit had improved from a peak of ZAR15 billion on an annualised basis 
in the second quarter of 1996 to ZAR8.5 billion in the third quarter, and less than ZAR5 
billion in the fourth quarter. For 1996 as a whole, the deficit was ZAR10.2 billion (ZAR12 
billion for 1995). 

c) Exchange Rate: The ZAR appreciation from 1995 was brought to a halt in February 1996 as 
a number of factors triggered an outflow of portfolio investments and short-term funds. From 
the end of 1995 to the end of 1996, the nominal exchange rate of ZAR depreciated by about 
28 per cent. However, by the end of 1996 the worst appeared to be over for the ZAR as the 
economic fundamentals (increasing reserves and a better current account position) improved. 
During the first quarter of 1997 the ZAR has appreciated by 5.5 per cent. against the U.S. 
dollar. 

The following developments have contributed to the historic lack of confidence in the 
ZAR: 

• larger than expected deficits on the current account of the balance of payments; 
• a sluggish inflow of foreign capital and the low level of South African foreign 

reserves; 
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• uncertainty about the further relaxation of exchange controls and the timing thereof; 

• an upward adjustment in inflation expectations; and 
• uncertainty about the Government's ability to implement its macro-economic plan. 

As part of the ongoing review of Exchange Control Regulations the South African 
Government has, with effect from 1st July, 1997, relaxed certain exchange controls applicable 
to South African residents. 

d) Inflation: In 1989, after nearly two decades of high inflation, South African policy makers 
broke decisively with earlier policies and set the country on a path towards structurally lower 
inflation. Monetary policy was tightened and the budget deficit, while still large, was funded in 
a non-inflationary way. Inflation, which exceeded 20 per cent. in 1986, stood at 6.3 per cent. in 
October 1995. The South African economy still carries an inflationary bias as a result of rising 
real unit labour costs, a relatively large deficit in the public sector budget and a lack of 
aggressive competition in domestic markets. 

For 1996 as a whole, inflation stood at 7.4 per cent. compared to 8.7 per cent. in 1995. 

5. Privatisation: In the latter half of the 1980s privatisation was high on the National Party 
Government's agenda with the publication of the White Paper on Privatisation. Amid much 
controversy, and in spite of protests from the major trade unions, the Government did succeed in a 
public listing of Iscor (Iron and Steel Corporation) in 1989. 

After the unbanning of the ANC in 1990, privatisation was removed from the agenda. However, in 
this period almost all the public business enterprises were commercialised. Notable amongst these 
were Eskom, Transnet (transportation), Telkom (telecommunications), Alexkor (diamonds), Safcol 
(forestry), Aventura (holiday resorts) and Denel (defence). Commercialisation has changed the 
management, business character, and profitability of these enterprises, and resulted in a significant 
reduction in employment in public enterprises. 

Since the elections in April 1994 and South Africa's re-entry into the global economic environment, 
privatisation (restructuring of state assets) has once again reappeared on the economic agenda. The 
definition of privatisation has been broadened to include both divestiture of state assets and 
non-divestiture privatisation, for example, concessions, leases etc. The Government's approach is to 
balance the interests of all stakeholders affected by privatisation: unions, employees, management, 
consumers, investors and the Government itself. 

Much debate surrounds the delegations of authority for privatisation. As a first step, committees to 
oversee the privatisation of each enterprise will be established. Each committee will comprise the 
Ministries of Public Enterprises, Finance, the sectoral Ministry and the Chairperson of the Public 
Enterprise concerned to establish the guidelines for privatisation of each enterprise. The Cabinet has 
published a Green Paper entitled "Guidelines to Restructure State Assets". The sale of 30 per cent. 
of Telkom's shareholding in 1997 was the first major privatisation initiative by the Government. 
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INVESTMENT CONSIDERATIONS 

Prior to making an investment decision, prospective purchasers of the Bonds should carefully read the 
entire Offering Circular. Purchasers should consider, among other things, certain considerations, including 
those set out below, with respect to an investment in a South African-based entity not normally associated 
with investments in the securities of issuers incorporated in certain other jurisdictions. 

1. Social and Political Risks 
South Africa is undergoing a period of unprecedented social and political change which has been 
accompanied by violence and social unrest in certain areas. One of the main reasons for this unrest 
was addressed by the democratic election in April 1994 of the new Government. In some areas 
inter-tribal and inter-community antagonisms have been additional causes of violence. There is no 
assurance that the Government will be able to accommodate these various groups or address the 
social problems in South Africa in order to bring this violence and social unrest under control. 

2. Economic Risks 
(a) Economic Policy 

In the April 1994 elections, the ANC won 63 per cent. of the vote. In the past, the ANC has 
espoused socialist policies, including the nationalisation of certain sectors of the economy. 
More recent ANC policy statements, including the 1994 budget, have indicated that the ANC 
now favours a mixed economy. 

(b) Economy 
A significant portion of South African Gross Domestic Product is represented by mining and 
related activities. The South African economy is, therefore, particularly susceptible to change 
in the world prices of gold and other minerals as these represent a majority of South African 
exports. In addition, agricultural production is a significant element in South Africa's economy 
and the occurrence of a drought in 1991 and 1992 had a substantial adverse effect on the 
economy. The improvement of the drought situation in South Africa since 1993 has contributed 
to the recovery of the agricultural sector. 

(c) Economic Growth 
Notwithstanding the significant deceleration in the growth rate of the non-primary sectors of 
the economy, strong growth in the agricultural sector and the non-gold-mining industry has 
helped ensure that the total real Gross Domestic Product maintained a growth rate of 3.1 per 
cent. during 1996, against the 3.4 per cent. Gross Domestic Product achieved in 1995. The 
growth in real Gross National Product was held back by a relatively sharp increase in the real 
value of net factor payments to non-residents, but still accelerated from 3 per cent. in 1995 to 
3.5 per cent. in 1996. Taking population growth into account, the Gross National Product per 
capita increased by 1.5 per cent. in 1996. This was the third consecutive rise in real income per 
capita. 

(d) Inflation 
For 1996 as a whole, inflation stood at 7.5 per cent., compared to 8.7 per cent. in 1995. This 
decline in inflation can be attributed to slower growth in nominal labour cost per unit of 
production. Other factors that exerted downward pressure on overall price inflation were the 
consistent counter-inflationary monetary policies, reductions in tariffs on imported goods, 
declines in food prices, as well as a relatively stable exchange value of the ZAR until the 
middle of February 1996. The return of an upward bias in measured inflation since the second 
quarter of 1996 posed a challenge for policy-makers to prevent second round effects in wages 
and prices from occurring, hence a tight monetary policy to counter this trend as well as the 
depreciating ZAR. 

(e) Balance of Payments 
The current account deficit had improved from a peak of ZAR 15 billion on an annualised 
basis in the second quarter of 1996 to ZAR 8.5 billion in the third quarter, and less than ZAR 
5 billion in the fourth quarter. For 1996 as a whole, the current account deficit was estimated 
at ZAR 8.5 billion, compared with a deficit of ZAR 10.2 billion in 1995. As a ratio of Gross 
Domestic Product, the deficit declined from 2.1 per cent. in 1995 to 1.6 per cent. in 1996. This 
improvement was brought about by a substantial increase in the physical quantity of exported 
goods and in the value of South Africa's net exports of gold, reflecting the strong influence of 
the depreciation of the ZAR which started in February 1996. The net inflow of capital in 1996 
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was not sufficient to finance the deficit on the current account, with the result that the net gold 
and other foreign reserves of the Republic of South Africa declined by ZAR 4.6 billion over 
the year. In 1996 the gross gold and other reserves amounted to ZAR 16.8 billion at the end 
of the year, compared to ZAR 18.2 billion in 1995. 

(f) Growth, Employment and Redistribution 
In 1996 the Government announced their economic strategy for the next live years. The focus 
of the proposed plan is the creation of jobs and is also a programme of economic reform to 
address this fundamental challenge. The Government believes that this can only be achieved 
through sustained higher growth of the economy. The Government's vision is a 6 per cent. 
growth rate per annum and 400,000 additional jobs per year by the end of the century. The 
Government's programme puts in place an integrated set of macro economic policies with 
objectives to enable the Government to deliver on commitments previously made in the 
Reconstruction and Development Programme. Such programme consists of a medium term 
strategy which aims to bridge the gap between the present constrained economic environment 
and an improved growth and employment performance in the period up to 2000, while 
strengthening the competitive capacity of the economy in the long term. 

(g) The Fiscus 
The public sector borrowing requirement amounted to ZAR 21.5 billion in the first nine 
months of fiscal 1996/7, or ZAR 1.0 billion more than the borrowing requirement in the 
corresponding period of the preceding year. As ratio of Gross Domestic Product, the 
borrowing requirement came to 5.2 per cent. in the said duration of fiscal year 1996/7, which 
was fractionally lower than the 5.5 per cent. in 1995/6. The net result of the higher than 
budgeted revenue and expenditure was a deficit before borrowing and debt repayment of 
ZAR 20.9 billion in the first ten months of 1996/7. This represents 68.2 per cent. of the 
budgeted deficit for the whole year, and is higher than the 54.7 per cent. of the same duration 
for the previous fiscal year. 

3. Currency Risks 
Although the dual exchange rate system, consisting of a commercial and financial ZAR, was 
abolished on 13th March, 1995, there are at present still restrictions on capital movements by South 
African residents. Prospective purchasers of the Bonds should note that the relatively high yield of 
ZAR-denominated Bonds also reflects the expectations of the market participants with regard to 
the political and financial situation in South Africa. A negative change in the exchange rates of the 
ZAR against other currencies may impair the value of the investment of non-ZAR-based 
investors. 
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SOUTH AFRICAN TAXATION 
The comments below are intended as a general guide to the current position under South African law. 

Persons who are in any doubt as to their tax position should consult their professional advisers. 

Nature of the original issue discount 
The original discount to the face value of the Bonds will be treated as interest for tax purposes and 

will be deemed to accrue to the Bondholder on a day to day basis until the Bondholder disposes of the 
Bond or until maturity. The day to day basis is calculated on a yield to maturity basis determined by 
reference to the cost of acquisition of the Bond by the relevant Bondholder. Such calculation will also 
take account of any interest actually paid on the Bonds, or any gain or loss arising on the transfer of the 
Bond during the relevant year of assessment. 

Persons Qualifying for Exemption from Taxes 
Any interest paid or which is deemed to accrue in respect of the Bonds will be exempt from any 

taxes or withholdings of whatsoever nature ("Taxes") imposed or assessed by the South African 
Government if it is received by or accrues to (i) any natural person who is not ordinarily resident in South 
Africa or in Botswana, Lesotho, Namibia or Swaziland (a "Neighbouring Country") nor carries on 
business in South Africa and who was physically absent from South Africa for at least 183 days in 
aggregate during the year of assessment in which such interest is received or accrued or (ii) a company 
which is managed and controlled outside South Africa and the Neighbouring Countries provided that 
such interest is not effectively connected with a business carried on by that company in South Africa or 
any Neighbouring Country. For such purposes, a company includes an incorporated association, 
corporation or other body corporate. 

Persons who do not Qualify for Exemption from Taxes 
Profits or gains which are of a capital nature are generally not subject to tax, and income, profits and 

gains which are of a revenue nature are subject to tax in South Africa only if they are derived from a 
source within, or deemed to be within, South Africa. Interest is of a revenue nature and will be regarded 
as being from a South African source if the contract giving rise to the loan is concluded in South Africa 
and the principal amount of the loan is paid to the borrowers in South Africa. The recipient of the interest 
would be liable to pay such tax and there is no obligation on the borrower to withhold any portion of the 
interest on account of such taxes. 

Accordingly, to the extent that the contracts relating to the issue of the Bonds are concluded out of 
South Africa and subscribers for the Bonds pay the issue price for the Bonds to, or for the account of, the 
Issuer outside South Africa, interest payable on the Bonds should generally not be subject to South 
African tax. 

However, by virtue of an amendment to the Income Tax Act 1962 which came into effect on 1st July, 
1997, interest from a country other than South Africa will be deemed to be from a South African source 
if it accrues to or is received by: 

(i) a resident (defined as being a natural person ordinarily resident in South Africa or a person other 
than a natural person which has its place of effective management in South Africa), unless such 
interest arises from and is effectively connected to the business activities of a substantive business 
enterprise conducted by such resident through a permanent establishment in any country other than 
South Africa, where such permanent establishment is suitably equipped for conducting the principal 
business of such substantive business enterprise; or 

(ii) a person (other than a resident) arising from the activities carried on by such person through a 
permanent establishment situated in South Africa. 

This new provision would not affect the tax position of non-residents who qualify for the exemption 
referred to above. 
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SUBSCRIPTION AND SALE 

Deutsche Bank AG London, The Toronto-Dominion Bank, Hambros Bank Limited, J.P. Morgan 
Securities Ltd., Merrill Lynch International, Commerzbank Aktiengesellschafl, Coöperatieve Centrale 
Raiffeisen-Boerenleenbank B.A., Credit Suisse First Boston (Europe) Limited, Dresdner Bank 
Aktiengesellschaft, ING Bank N.V., Norddeutsche Landesbank Girozentrale, Société Générale Strauss 
Turnbull Securities Limited, Swiss Bank Corporation and UBS Limited (the "Managers") have, pursuant 
to a Subscription Agreement dated 11th August, 1997, agreed jointly and severally with the Issuer to 
subscribe and pay for (i) South African Rand 6,000,000,000 principal amount of the Bonds at an issue 
price of 2.575 per cent. of such principal amount less a selling concession of 0.125 per cent. of such 
principal amount and (ii) the remaining South African Rand 2,000,000,000 principal amount of the Bonds 
at an issue price of 2.60 per cent. of such principal amount less a selling concession of 0.125 per cent. of 
such principal amount. The Issuer will also pay to the Managers a combined management and 
underwriting commission of 0.125 per cent. of the principal amount of the Bonds. The Managers are 
entitled to terminate the Subscription Agreement in certain circumstances prior to the issue of the Bonds. 
The Issuer has agreed to indemnify the Managers against certain liabilities in connection with the offer 
and sale of the Bonds. 

The Bonds have not been and will not be registered under the U.S. Securities Act of 1933 (the 
"Securities Act") and may not be offered or sold within the United States or to, or for the account or 
benefit of, U.S. persons except in certain transactions exempt from the registration requirements of the 
Securities Act. Terms used in this paragraph have the meanings given to them by Regulation S under the 
Securities Act. 

The Bonds are subject to U.S. tax law requirements and may not be offered, sold or delivered within 
the United States or to U.S. persons. Each Manager has agreed that it will not offer, sell or deliver any 
Bond within the United Slates or its possessions or to a United States person, except in certain 
transactions permitted by U.S. tax regulations. Terms used in this paragraph have the meanings given to 
them by the U.S. Internal Revenue Code and regulations thereunder. 

Each Manager has agreed that, except as permitted by the Subscription Agreement, it will not offer, 
sell or deliver the Bonds, (i) as part of their distribution at any time or (ii) otherwise until 40 days after 
the later of the commencement of the offering and the closing date, within the United Slates or to, or for 
the account or benefit of, U.S. persons, and it will have sent to each dealer to which it sells Bonds during 
the restricted period a confirmation or other notice setting forth the restrictions on offers and sales of 
Bonds in the United States or to, or for the account or benefit of, U.S. persons. Terms used in this 
paragraph have the meanings given to them by Regulation S under the Securities Act. 

In addition, until 40 days after the commencement of the offering, an offer or sale of Bonds within 
the United States by a dealer that is not participating in the offering may violate the registration 
requirements of the Securities Act. 

Each Manager has represented and agreed that (i) it has not offered or sold and, prior to the expiry 
of six months from the closing date, will not offer or sell any Bonds to persons in the United Kingdom 
except to persons whose ordinary activities involve them in acquiring, holding, managing or disposing of 
investments (as principal or agent) for the purposes of their businesses or otherwise in circumstances 
which have not resulted and will not result in an offer to the public in the United Kingdom within the 
meaning of the Public Offer of Securities Regulations 1995; (ii) it has complied and will comply with all 
applicable provisions of the Financial Services Act 1986 with respect to anything done by it in relation to 
the Bonds in, from or otherwise involving the United Kingdom and (iii) it has only issued or passed on 
and will only issue or pass on in the United Kingdom any document received by it in connection with the 
issue of the Bonds to a person who is of a kind described in Article 11(3) of the Financial Services Act 
1986 (Investment Advertisements) (Exemptions) Order 1996 (as amended) or is a person to whom such 
document may otherwise lawfully be issued or passed on. 

No action has been, or will be, taken by the Issuer or the Managers that would permit a public 
offering of the Bonds in any country or jurisdiction where action for that purpose is required. Accordingly, 
the Bonds may not be offered or sold, directly or indirectly, and neither the Offering Circular nor any 
circular, prospectus, form of application, advertisement or other material, may be distributed in or from 
or published in any country or jurisdiction, except under circumstances that will result in compliance with 
any applicable laws and regulations. 
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GENERAL INFORMATION 

1. The issue of the Bonds has been authorised by the Executive Director (Finance) in accordance with 
the terms of a delegation of authority to him by the Electricity Council of the Issuer by a resolution 
thereof passed on 3rd August, 1995. 

2. Neither the Issuer nor any of its subsidiaries is involved in any litigation, arbitration or 
administrative proceedings relating to claims or amounts which are material in the context of the 
issue of the Bonds nor, so far as it is aware, having made all reasonable enquiries, are any such 
proceedings pending or threatened. 

3. There has been no adverse change in the condition, results of operations or general affairs (financial 
or otherwise) of the Issuer or the Issuer and its subsidiaries (taken as a whole) which is material in 
the context of the issue of the Bonds since 31st December, 19%. 

4. Application has been made to list the Bonds on the Luxembourg Stock Exchange. In connection 
with the listing application, copies of the Eskom Act and the legal notice relating to the issue of the 
Bonds will be lodged prior to listing with the Registrar of the District Court in Luxembourg 
(Greffier en Chef du Tribunal d'Arrondissement de et à Luxembourg), where such documents may 
be inspected and copies thereof obtained on request. 

5. So long as the Bonds are listed on the Luxembourg Stock Exchange, the Issuer will maintain a 
paying agent in Luxembourg where a copy of the Eskom Act (and a copy of the Trust Deed 
(incorporating the form of the Bonds) and the Agency Agreement) may be inspected and copies of 
the most recent audited annual non-consolidated financial statements of the Issuer obtained free of 
charge during usual business hours on any weekday (except Saturday and public holidays). The 
Issuer does not publish consolidated financial statements. 

6. The Bonds in definitive form will bear the following legend: 

"Any United States person who holds this obligation will be subject to limitations under the United 
States income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the 
Internal Revenue Code." 

7. The Bonds have been accepted for clearance through Cedel Bank and Euroclear. The Common 
Code is 7852835 and the ISIN is XS0078528352. 

8. The Issuer does not publish interim financial statements. 

9. The Issuer's obligations in respect of the Bonds are not guaranteed by the Republic of South 
Africa. 

10. The annual financial statements of the Issuer for the two years ended 31st December, 1996 were 
audited by Deloitte & Touche of Woodlands, Woodmead Drive, Woodmead, 2157 Johannesburg, 
KPMG of 19th Floor, Carlton Centre, Commissioner Street, 2001 Johannesburg and Nkonki Sizwe 
Ntsaluba of Liberty Life Broker Centre, 112 Main Street, 2001 Johannesburg and have been 
reported on without qualification. 
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