RISKS THAT CONTINGENT
LIABILITIES ARE POSING TO
NATIONAL BUDGETS

- A South African Case Study
Anthony Julies
CABRI Consultant

September 2020



—
Z
Ll
—
Z
O
O







Context:
what this
case study is
all about




GOVERNMENT DEBT AND CONTINGENT
LIABILITY MANAGEMENT IN SOUTH AFRICA -

2008/09 to 2018/19

Net debt, provisions and contingent liabilities

Total Guarantee Exposure

SOC Guarantee Exposure

Direct Fiscal Transfers to SOCs

Eskom Guarantee Exposure in relation to total guarantees
SA fiscal position 2008/09 compared to 2018/19
Sovereign and Eskom Credit Ratings
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State-Owned Companies Guarantee Exposures -




Direct Fiscal Transfers to SOCs
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Eskom Guarantee Exposure in relation to
Total Guarantees

Total government exposure and Eskom guarantee exposure
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Public Finances: 2008/09 compared to 2018/19
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Credit Ratings at its best in 2008/09
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SA Sovereign Rating compared to Eskom
Rating

" ||| INVESTMENT GRADE STATUS

SUB-INVESTMENT GRADE "JUNK" STATUS
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SO WHERE DID IT ALL GO WRONG FOR

AS “PROXY” FOR SOCs?

Fiscal support to Eskom
Eskom “under the microscope”
Eskom Experience: Main points

servations from Moody’s Rating Action (Sovereign, Eskom and DBSA)
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Fiscal support to Eskom

Hal erted into a grant
(ini R176 billion)
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Eskom “under the microscope”




Eskom “under the microscope”
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W municipalities in protest” to

supply and high maintenance on an ageing

copper theft and “lost-time”injuries

/7/ e on government’s sovereign rating
/// ion adds to increasing cost of imported
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‘Uncertainties regarding future tariff increases.
i

,f lights on” stance adds to cost overruns
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s in and increasing costs of new power generation projects




Eskom “under the microscope”

ompany secretary resign

hareholder department) appointed . .
’e and subsequently reigns (after 9 months in the job)

stating breach of fiduciary duties.

////,/%%//jf/’} \ as a “reportable irregularity”

/////’}/; and Board Chairperson appointments are made

ents were previously CEO and CFO of Transnet, respectively.

//////z//;//n reviously also Board chairperson of Landbank and SABC

17: External Auditors expresses a qualified audit opinion on Eskom finances.
i) i
/ %{Zé‘ and Board Chairperson resignations and new CEO and new Board

e

otntments

Fskom receives a “going-concern” external audit opinion

/ 7/18 and 2018/19: significant efforts to address maladministration, strengthen

~internal controls and improve governance processes.
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Eskom experience: Main Points
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Observations from Moody’s rating
action

similar manner

ceiling” for all other issuers

in 1ts tota

10]8

;‘"2“;;/:"“”*.'?/$' ist be encouraged and supported.
////////////// th ged and supported

s and management must possess the requisite competencies, both technical and ethical
/// must provide the necessary strategic guidance and monitoring

C Z.r)? dl LITIe
gies and initiatives (and other support measures) must be identified, and

ro| S 4”2 n taken speedily.

ata trans ncy required for effective decision-making and to determine the appropriate business
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Important Lessons and suggestions

from the SA Experience

in causes for increasing guarantees
So where to from here?




Main causes for guarantees
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