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GENERATION Article by By Hillory Erasmus 

Local industry heavies are about to tip the 
scales in favour of renewable energy and 
independent-power producer development. 
They hail from the most unexpected of 
sectors - construction and coal mining. 

Power levers 
o O m G l h i n g is about to break the stalemate, and 
nller the dynamic o lSou lh African energy sector in the 
most positive way. It's coming from the most unexpected 
sources: local companies with no track record in renew­

able energy (KI­1J and very l ittle, it an v. as independent 
power producers (IIM's). The difference is that, as other as­

pirant 11*1's and RK players haggle and struggle ag"insl the 
state's inertia in terms of their plight, they are either inex­

perienced in large projects or do not have significant hank 
balances. In other words, thev lack clout where ji counts ­
in terms of hank balance anil influence. This is in contrast 
to companies l ike Kxxaro and Group Five thai are experi­

enced ami established big players in the local economy. 
Kxxaro has interesting intentions related to its energy unit 
for next yoai while Group Five is biting at tin* hit to slake 
its claim in the RK game. 

"Commercially viable solar projects are about how fast 
you can despatch heliostats." Des Midler, head: power de­

velopments. Croup f i ve , points out. "Installing 251) he­

liostats per day in the field takes a lot of organisation and 
logistics ­ manufacturing and assembly lines, controls and 
project management. It's not something that small compa­

nies actually do. We have the resources for that and are 
experienced in fairlv quick builds." 

Group Five is also a player with connections in the 
right places ­ players who know all aboul keeping ahead 
of Mil' pack and the importance of keeping government in 
on the act all the way. Croup f i ve , in the construction of 
large stadiums and power plants, is familiar with govern­

ment and Kskom corridors. As a coal supplier, Kxxaro had 
to deal closely with Kskom and government ­ close 
enough to influence undecided decision makers with es­

tablished inroads to the powers that be. Al l the hopeless­

ness aboul kick­slarting ll'P and RK development in South 
Africa seems to dissipate in view of this combined strong 
intent entrenched by strategic positioning. In retrospect, it 
was the only way to go ­ for existing main industry play­

OFS to lobby for RE. famil iar with the terrain of govern­

ment expectations of industry, who belter to set the pace 
lor the energy market? 

Ambitious targets 
Although its not news that Kxxaro has serious plans to 
generate renewable energy, having made an 
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announcement earlier this year, somewhat less known is 
that Croup Five has made presentations on concentrating 
solar power (CSP) technology to banks. Kxxaro. Sasol and 
Kskom. Kxxaro is on the "A " list of coal suppliers to Ks­

kom while Group Five is right up there among the "big 
five" of construction companies. 

African Envrgy Journal Investigates the route that has 
led Kxxaro and Group Five to position themselves as pio­

neers in I l ' l ' and RK territory on home ground. What we 
find is a transition more obvious for Kxxaro and less so tor 
(•roup Five ­ albeit logical. The point is that, with their 
strong economic positioning, who would he more likely to 
take the lead against a monopoly player like Kskom/ Com­

panies with strong balance sheets and a history as formi­

dable industry players at home and abroad ­ obviously. 

IPP and RE scope 
Croup Five has yet to announce its thri l l ing 1(H) MWe RE 
project while Kxxaro has already indicated its vision lo 
generate electricity in joint ventures (|V) with l l ' l 's. Al­

though only half of Kxxaro's ambitious targets wi l l In­ gen­

erated from RK. it could add up lo Medupi­si/ed < apai tly. 
"The 5 GW vision is an aspirational target lo go energy as 
a business." comments Brian Day. technology manager: 
energy. Exxaro. "The next step is to go hai k to manage­

ment with exact details of how and when ­ slep­by­stop 
plans of how we wi l l put the GW together and bow lar we 
.ire in the studies." Cun­ent studies in renewable­energy 
projects cover 50 MW to 100 MW of wind power anil 
200 MW of solar power. The resl is related to Kxxaro's 
core "d i r ty" business: coal anil coal­bed methane. 

Race to RE starting line 
Although Group Five's planned 100 MW RK project is 
well below Kxxaro's high targets, these wi l l , probably, be 
the first major RE megawatts lo be inslalled and run local­

ly by a local company. The 100 MW is. in any case, just 
the beginning ­ merely a starting­point figure while Group 
Five explores the best fit for its RK agenda, explains 
Muller. The group has a mandate lo become a major RK 
player. According to Muller. this plays a role in reducing 
its carbon footprint. It pro­qualified for a CSC project in 
terms of Eskom's ll'P base­load programme, which is dis­

tinctly separate from its 100 MW RK project (in a )Y) 
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outside the programme. Tim former wi l l 
be unbundled and put into the renewable* 
energy feed-in tariff (RKIT1") programme. 
divulges MuiliT. "As an ll'l* devoli>|>er. we 
SIH' llit- 101) M\V IKK) project as a long-
term invest men t opportunity with fairly 
good returns. It loads our order book with 
a decent construction project - per 
100 M\V you would be looking al a 
R6-billion construction deal." 

PPA stumbling block 
Despite ESxxaroand Group Five's confi­
dence in being well positioned to enter 
the l\H and l l ' l * markets, plans have been 
s t f l M P 3 ^ 1 l S ^ ? f t T O « l ^ t h f f l r f i M l a t i o n 

commit itself hi a power-purchase 

agreement (I'I'A). "The funding model for 
the I'I'A is the big issue." says Day. 
"They have been given a REFIT tariff 
but they have to establish the separate 
buying and selling prices - and thine is 
a big difference between the two." 

Eskom announced the funding model 
would be ready this month - at the de­
layed announcement of its financial re­
port. Thomas (lamer, manager: growth 
energy, Exxaro. is sceptical, however. 
"Something that evervbodv underesti­
mates is the complex nature of the elec­
tr ic i ty industry. It's not going 10 be easy 
to draw up a funding model so my esti-

24M;/Rea.derfihiM?^fiPbe ready in Apr i l 
2010 at the earliest." 

Key industry players are well 
positioned to take the lead in 
renewable-energy (RE) 
development. Diversifying from 
tore functions of construction and 
mining, two major South Afrkon 
players are about to change the 
fate of South Africa's RE outlook. 
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GENERATION 
250 MW gas-turbine plant - Sasol 

Toll roods opened the way for Group Five's first independent power-
producer (IPP) job - a 120 MW (ombined-(y<le 90s project in Bulgaria. 

According in Carner. National Treasury needs to inter-
vnne decisively and to demnnslrale government's com­
mit monls lo freeing up pari of the energy market to l l ' l 's 
liv guaranteeing a sovereign credit rating. 

Helping to prepare policy 
A poorlv developed policy environment is the other noto­
rious stumbling hlock lo any MM' aspirations. Exxaro and 
Croup Five are. however, active; in rolling it out of tho way 
together w i th other influential players in the industry. 
"The challenge of policy regulation and hurdles around 
the various independent power-producer programmes 
are harriers to business," savs Day. "We are busy collab­
orating wi th government and industry role players to 
formulate concise, coherent policies hv making our 
skil ls and expertise available." f lans are afoot, which 
w i l l alter the policy landscape shortly, he divulges. 
"The opt ion is to either sit back and wait for the right 
pol i t ies to come up and then point lingers if they are 
late and inappropriate or become Involved in tho 
process and make a contr ibution lo the solut ion." 
African lim-r^y Journal has learned, from a reliable 
source, that these plans are interrelated in the forma­
tion of the now South African Independent Power Pro­
ducers Association, headed by Doug Kuni. "You need to 
make the expertise available to the right people whose 
job it is lo do it w i th your assistance by informing and 
faci l i tat ing." This strategy litis to be targeted at the right 
level al National Treasury, and Fskom and then ex­
pounded with a unif ied voice, adds (lamer. 

Understanding risk 
Midler believes that the regulatory environment w i l l be 
malum enough w i th in a year for an acceptable PPA to 
be signed with Fskom. "Government is not going lo do 
il on i ls own. It needs private-sector engagement, and a 
lot of consultative processes and public hearings. Our 
strategy is lo put something solid on the table and to 

CSP suited 
Concentrating solar power (CSP) suits Group Five's core competencies -
a ground-breaking 100 MW 'renewobles' project is on the cards. 

demonstrate thai we can actually bui ld an KF power 
plant, and that it can work economically, Wailing for 
'marching orders' from government would be tanta­
mount to losing a window of opportunity." It w i l l be 
crit ical for Croup Five? Developments to • roate an un­
derstanding of the distr ibution of risk in renewable 
projects as a forerunner in 11*1* development of Kh' in 
South Africa, he adds. 

Transition into IPP field 
lust how has Croup Five transformed from a construc­
t ion company to an IPP and KF pioneer? Apart from its 
CSP project, it has also pre-qualified for two other proj­
ects in the base-load programme: liquefied natural gas 
and coal-fired. Oddly, toll-road operations were the 
gateway for Group Five into ils first IPP project in Bul­
garia. Croup Five; has been operating toll roads for 
about 12 years w i t h significant assets i n eastern Europe. 
While constructing a lol l road in Bulgaria, it became in­
volved as an IPP in a 120 MW combined-cyclo gas proj­
ect. Bulgaria was a major power exporter but. as part ol 
the process of decommissioning nuclear power stations. 
it became a major power importer. Il has. however, in­
vested in wind energy but needs back-up power solu­
tions, explains Mullcr. " In switching over to w ind , they 
need some form of fasi-response equipment to balam e 
the power supply when the wind dies down. " The gas 
project was selected and diversifies the groups assets 
in eastern F,urope. "We have found the region to be an 
attractive emerging market - similar lo Soulh Africa." 
says Midler. 

Turnkey gas-turbine experience 
Prior lo the Bulgarian project, and in the absence of lo­
cal power-plant expansion. Group Five turned ils atten­
t ion to opportunities in Nigeria's gas sector, "Nigeria's 
gas resources opened up a lot o f opportunit ies For gas-
turbine projects in West Africa where we evolved our 
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