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GENERATION

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.

Sﬂl]’l ﬂtl]ill is about to break the stalamate; and

alter the dyvnamic of South Alrican energy sector in the
st posilive ways s coming Frosm the most v prgcted
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abiles omergy (REY and very Hitle, i any, as independeant
power producors (IPPs). The difference is that, as other as-
pirant [PPs and RE players haggle and struggle against the
sl inertia in erms of their ]llith, 1h[!_'|. are oither inex-
perienced in large projects or do not have significant bank
balinces, In other words, they lack clout where it counts —
in terms of bank badance and influence. This is in contrast
o companis like Exxaro and Group Five that are experi-
enced and established big plavers in the locsl cconomy,
Exxnres his interesting infontions related Lo its ey unit
foar mesxd weonnr while E:J'r:1:|:| Five is biting ot the it tes stk
s tlaim in the RE game,

“Commercially viahle solar projects are about how fast
Wil Larl LIH‘HE?;IH h heliostats,” Des Muller, hoad: piwer de-
velopments, Croup Five, points oul. "Installing 250 he-
Hestats per day in the Aeld takes a lot of organisation and
logistirs — munufscturing and ossembly lines; controls and
project management. 1ts not something that small compa-
nies setually do. We have the resources for that and are
e puiriencod in fairly quick buailds.”

Group Five is also a player with connections in (he
right places = plavers who know all about keeping ahiead
ol the pack and the importance of keeping government in
o thie act all the way, Group Five, in the construction of
Larger stacinms and power plants, is familiar with povern-
ment and Eskom cortidors. As a coal supplier, Exxaro hacd
to deal closely with Eskom and government = close
onough to influence undecided docision makers with es-
tablished inroads to the powers that be. All the hopeless-
ness ahout kick-starting PP and BE development in South
Alrica sesms (o dissipate in view ol this combined strong
intent entronched by stratogic positioning. In retrozpect, it
wits the only way to go — for existing main industry play-
s 1o lohby for RE. Familiar with the terrain of govern-
ment expaectations of industry, who better 1o smt the pace
fear thies emorny uarkot

Ambitious targets
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generabe renewable energy, having made an
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Power levers

announcement earlier this yvear, somewhat loss known is
that Group Five has made presentations on concentrating
solar power [CSP) technology 1o banks, Exxaro, Sasol and
Eskom, Exxaro is on the "A" lst of coal suppliees o Bs-
kam while Group Five is right up thare among the “hig
five" of construction companioes.

African Energy fournal investigates the route that his
led Exxaro and (}n,lu.]} Five o ]JIH\“HIH thimnselves as i
neers in [PP and RE territory on home grownd. What we
find is a transition more obvious for Exxsarn and loss so for
Group Five — albeit logical. The point is that, with their
strong economic positioning, who would be more likely 1o
take the lead against a monopoly plaver lke Eskom?® Com-
panies with strong balance sheats and a history as formi
dable industry plavers al home and abroad

IPP and RE scope

Group Five has yel to announce its thrilling 100 MWe RE
project while Exxaro has already indicated its vision 1o
generate electricily in joint ventures (V] with [PPs. Al
though only hall of Exxaro’s ambitious targets will be gon
prated from RE, it could add up to Midupi-sieed capacity
*The 5 GW vision is an aspiralional largel to go anergy s
a buginess,” comments Brian Day, technology manager
energy, Exxaro. "The nextstep is to go back to manage-
ment with exact details of how and when — stopeby-step
plans of how we will put the GW together and how lar we
are in the studies.” Current studies in renowable-onergy
projects cover 50 MW to 100 MW of wind powaer and
200 MW of solar power. The mest is related to Exxaro’s
core “dirty” business: coal and coal-bed methane

Race to RE starting line

Although Group Five's planned 100 MW RE project 1s
well below Exxaro's high targets, these will, probably, be
the first major RE megawalts (o be installed and run local
Iy by a local company. The 100 MW is, in any caso, just
the beginning = merely a starting-point Agure while Group
Five explores the best fit for its RE agenda, explains
Muller. The group has a mandate 1o become a major RE
player. According to Muller, this plays a role in reducing
its carbon footprint, It pre-qualified for o CSP praject in
terms of Eskom’s [PP base-load programme, which s dis-
tinctly separate from its 100 MW RE project lin o V)
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pulside the programme, The former will
ber unbundled and put into the renewable-
energy feed-in tariff (REFIT) programme,
dlivalges Muller. “As an [PP developer, we
sew Lhe 100 MW [RE] project as a long
term investment opportunity with fairly
good returns. It loads our order book with
a decent construction project = por

100 MW vou would be looking at a
Re-Lilllon construction doal.”

PPA stumbling block

Despite Exxaro and Group Five's confi-
dence in }H"iﬂj..'.' wirll ‘IIHHH;H"{'[I Loy entier
the RE and PP markets, plans have been
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agrecment (PPA). “The funding model for
the PPA is the big issue.” savs Day.
“Thev have been given a REFIT tarifi
but they have (o establish the separate
buving and selling prices — and there is
# big difference between the two.”
Eskom announced the funding model
would be ready this month — at the de-
layved announcemont of its financial ro-
port. Thomas Garner, manager; growth
ineray, Exxaro, is sceptical, however.
“Something that overvbody underesti-
mates is the complex nature of the ¢lec-
Iricily i|1d11.-|1r_1., 1175 not going 1o b sy
to draw up o funding muodel so my osti-
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Key industry players ore well
positioned 1o toke the leod in
renewaoble-energy (RE)
development. Diversifying from
tore functions of construction and
mining, two major South African
players are chout 1o change the
foce of South Africa’s RE outlook.
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