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Strategic Plan

(A) STRATEGIC OVERVIEW
1. MINISTER’S STATEMENT OF POLICY AND
COMMITMENT

When President Jacob Zuma ascended the highest office in the land,
the President committed his administration to “...working together to
speed up effective service delivery to the people” and this year, in his
annual State of the Nation Address as well as in the January 8 policy
statement of the ruling party, he has taken this clarion call to arms
onto an even higher trajectory by declaring this, “the Year of Action’.
For us, as post-apartheid energy planners, this is a theme laden with
responsibility, enjoining us to focus and deliver on our core mandate
of ensuring uninterrupted and secure energy supply for the nation.

That is what drives our daily operations in the department — Ms. Dipuo Peters, MP
grappling with a confluence of factors pertaining to the quest for Minister of Energy
energy security. Like all the other countries of the world, we are
taking a long term view on this complex issue, including the related
aspect of energy independence. South Africa is not an island on its
own, we are an integral part of the greater world. Our efforts must be
geared towards the fight against energy poverty whose effects are
felt by communities who are facing difficulties in affording basic en-
ergy services which arise directly from poverty and underdevelopment.

As part of the global village we, too, are faced with higher and ever
increasing energy costs; while experiencing the global economic crisis
and its impact on the availability of components and parts for major
capital projects. We are also not oblivious to the vagaries of the impact
of the global economic crisis on the pace and sequencing of delivery.
However, we are determined to do everything in our power to reduce
the negative impact of this crisis and to service the needs of our people
at an increased pace.

In considering this statement of policy and commitment, we are
intimately mindful of the resolutions taken at various ANC forums,
and in Cabinet, with regard to the country’s energy portfolio.
The President’s decision to a dedicated energy department has
imposed enormous responsibilities on us to take our mandate with the

necessary dynamism and vigour.
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This Strategic Plan is aligned with the government’s broad Medium Term Strategic Framework, and sets out

the vast challenges that we have to confront as we further diversify our energy mix. These include:

» the need to gravitate away from fossil fuels,

* introducing second generation nuclear power stations for base-load purposes;

»  bringing down the price of LP Gas with specific reference to communities who rely on it for their thermal
applications;

« taking advantage of our natural resources such as the sun and gale force winds that are blowing in some
parts of our country in order to increase the off take of renewable energy,

« this will include projects that have to do with wind, solar, hydro, biomass, as well as biogas;

« rolling out the second phase of the Integrated Resource Plan (IRP2);

* roping in Independent Power Producers and introducing energy efficiency and demand side
interventions;

« enforcing electricity price determination to stabilize the South African market; finalisation of decisions with
regard to both the Independent Systems and Market Operator (ISMO) and;

» encouraging investments and maintenance of the coal face of electricity represented by the distribution
industry; ensuring universal access to electricity; and the finalisation of clean fuels specifications as well
as the national strategic stocks policy.

We have to play our part in helping to reduce the impact of greenhouse gas emissions and finally deal
with the negative consequences represented by the vagaries of climate change. We have an obligation to
implement and live by the declaration of our government as contained in the Long Term Mitigation Scenarios.
The consequences of wilfully doing little or nothing in reducing the negative impact of carbon emissions are
too ghastly to contemplate. Ours is a call to action.

There is no doubt that nuclear will play a key role in the base-load generating capacity in the next few years.
We are finalizing all the preparatory work in this regard. The public consultation process that we shall embark
upon will inevitably set us on an irreversible path of the finalization of the Integrated Resource Plan (IRP2).
This should then lead us to a projected presence of the next generation base-load nuclear power plants in the
period beyond 2020.

In setting out to achieve the prescripts of this document, it is of paramount importance that we quickly establish
our department as a stand-alone, fully-fledged entity, able effectively to discharge the responsibilities that our
government and the ruling party have delineated for us. We need to invest in and build a formidable Team
Energy. We are presented with an opportunity to structure the department in a manner that combines new
ideas with those of our pioneers — both political and administrative.

Our planning framework has to be consolidated and take a form akin to that of the cabinet approved National
Integrated Strategic Plan — with clear outcomes and targets. We need to subject the entire department, and its
associated State-Owned-Entities (SOESs), to rigorous reviews measuring them against government’s and the
nation’s broader developmental objectives.
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In pursuing all these nation-building ideals we are committed to putting our shoulders to the wheel, including, most
significantly, playing our part in ensuring that there are no energy related supply disruptions during the FIFA World
Cup this year.

The focus of our bilateral relations in our sector will be on sub-Saharan Africa, the continent of Africa as well
as countries of the South. Quite positively, however, we can also benefit from the great potential for multilateral
corporation in the field of energy, and from the opportunity that sub-Saharan Africa has to fully exploit to
become an energy self-sufficient sub-region. This is part of the government's broad agenda to achieve
South-South cooperation which is the cornerstone of our foreign policy. We have an unflinching obligation to
discharge to the peoples of the world who are finding themselves trapped in the never ending cycle of poverty
and underdevelopment.

The foundation has been laid for the Department of Energy to play its part in the implementation of the
commitments made in the covenant of 1994. We have to ensure that the noble declarations contained in policy
documents such as “Ready to Govern”, the RDP and various conference resolutions of the ANC are implemented
without delay. In fulfilling the dreams and hopes of our forebears, we have to take the side of the vulnerable in our
society, including our venerable women, children, the elderly, and people with disabilities.

Despite the magnitude of the challenges facing us, we certainly live in interesting and challenging times; and
indeed, as the ruling party says, working together with all sectors of our society we can accelerate service

delivery.

We have an abiding commitment to serve the masses of our people with diligence as well as manage the
resources that they have placed at our disposal in a manner that genuinely serves their interests.

)

S

Ms. Dipuo Peters, MP
Minister of Energy




2. ACCOUNTING OFFICER’S OVERVIEW

This is the first strategic plan of the newly established Department
of Energy (DoE), which was created as a result of the split of the
mining and energy portfolios within the Department of Minerals
and Energy, in 2009, in order to allow greater focus on energy
issues. The Department has been mandated with the responsibility
of ensuring secure and sustainable provision of energy for

socio-economic development in our country. As the regulator of the
energy sector, the Department will play a pivotal role in the development Ms. N. Magubane

i i Director General
and promotion of this sector of the economy. Irector Genera

As the Department of Energy, we have recognised the need to integrate various energy planning efforts,
taking a holistic view (of the energy sector) that moves away from isolating electricity and liquid fuels,
thereby recognising their inter-dependence. Our new integrated energy planning strategy will detail
the shape and form of our planning process. The medium term strategic objectives are to prioritise
interventions that will result in the improvement of energy security through the strengthening of the
regulatory framework within the sector.

Creating and maintaining a balance between energy supply and energy demand will form the basis of our
short, medium and long term intervention plans. This will require the development of strategic partnerships
between government, private sector and communities. These partnerships will result in improved coordination
within the sector and ensure reliable delivery and logistics.

The previous strategic plans put more emphasis on developing and strengthening the legislative and
regulatory framework governing the energy sector. During this Medium Term Expenditure Framework
(MTEF) period, DoE will fast-track the implementation of legislation and frameworks as adopted. Energy
efficiency, demand side management, and renewable energy options will form part of key programmes which
will be implemented. In this regard the DoE will continue to invest in wind, solar technologies,
carbon capture and other clean coal technologies. The DoE will accelerate the diversification of energy
sources. With rising energy prices, we will seek to diversify households fuels. While we remain
a coal-based economy and continue to observe international efforts to reduce green house emis-
sions and other pollutants, we will continue to collaborate with our international partners in
seeking environmentally friendly solutions in securing energy for the Republic.

Energy efficiency programmes will be initiated based on the understanding that Demand Side Management
(DSM) is generally less costly than supply side interventions within the electricity industry. The Department
has developed a solar water heating framework, which consolidates all solar water heating programmes
currently run by various municipalities, public entities and the private sector. This framework also proposes
a viable funding mechanism that will allow for the accelerated installation of 1 million solar water heaters by
2014. A standard framework that will provide the incentives for interventions to improve energy efficiency in
the domestic, industrial as well as the commercial sectors will be published in the first quarter.
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Electricity

The Department will continue with the implementation of the Electricity Regulation Act (2006) by drafting
regulations on the new generation capacity. These regulations are aimed at creating an enabling
environment for entry into the electricity market by the Independent Power Producers (IPPs) which are
targeted to contribute 30% to the overall power generation mix over the MTEF period.

The electrification programme will be strengthened in order to continue its contribution to
socio-economic development, job creation, poverty alleviation as well as addressing past imbalances.
Accordingly, this project will assist the Department to fulfil its goal of achieving universal access in formal
households by 2014.

During the course of the 2010/11 financial year, the Department will be drafting an Integrated Energy
Planning Strategy that is expected to outline the requisite processes, systems and structures that will lead
to the development of the envisaged comprehensive Integrated Energy Plan (IEP). We are determined to
consign to the past experiences such as blackouts, brownouts as well as fuel supply shortages. The IEP is being
driven in the main by the reality that energy is the engine of our economy, therefore we need certainty with regard
to intervention to meet future energy needs.

Nuclear and Clean Energy

We are committed to ensuring that there is an increase in the supply and use of cleaner energy sources.
This can be done through the use of renewable energy, energy efficiency as well as the promotion of
environmentally friendly energy policies and technologies. This is in line with the government’'s sustainable
development objectives. As part of the diversification of the energy mix, the department remains committed to
expanding the use of nuclear energy for electricity generation. The Department is committed to the expansion of
the nuclear energy programme as it is one of the low carbon emission energy solutions. Our plans going forward
are to expand the use of nuclear energy for electricity generation.

We will continue with the implementation of the Radioactive Waste Management Policy and Strategy through
which we will ensure that proper institutional framework is in place to achieve the safe management and
disposal of radioactive waste. Structures associated with the implementation of the nuclear energy policy will be
put in place to ensure a coordinated approach.

Hydrocarbons — liquid fuels

The Energy Security Master Plan identified a number of capacity constraints and challenges faced by the
petroleum sector in meeting the energy demand. In responding to these challenges, the department plans to
publish the National Strategic Fuel Stocks Policy for public comment before the end of 2010. This policy sets
out the framework for the storage of fuel stocks by government as well as industry. This is being done in order
to guide investment decisions that will be made within the liquid fuels sector. The Department will continue to
promote the expansion of refining capacity within the petroleum sector by engaging with relevant
stakeholders. There is an urgent need to invest in new refining capacity.
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Our country faces significant liquid fuel supply infrastructure constraints. Our inland infrastructure can no
longer meet the demand. To this end the Department will work together with Transnet to ensure
that the new Multi Product Pipeline is implemented as per schedule. It is in this respect that we will
actively promote development in this area.

We will also finalise the South African Fuel Specification and Standards to align them with global vehicle
technology trends and environmental requirements. This will enable vehicle manufacturers to introduce
engine technologies that are more fuel efficient and result in lower carbon emissions. The certainty will
also enable owners of refineries in the country to make the necessary investments in refineries.

International Relations and Communications

The Department has started with the process of reviewing all the international agreements that have been
signed to-date. The purpose and objective of the review exercise is to ensure that these agreements
are aligned with our country’s national strategic objectives. These will be evaluated to determine their
status and validity as well as to provide guidance for agreements that are to be forged and signed in the future.
The issue of forging relations with different countries is dynamic and has evolved since the attainment of
democracy in 1994. National interests will always determine the social, political and economic developmental
strategic milieu within which our interaction with foreign nations is based.

Within the first quarter of the current year, we will finalise this process and make sure that our plans of
engagement are biased towards our country needs. Included in our plans is the conclusion of a number of
bilateral agreements in the nuclear industry as well as establishing new strategic relationships.

We will be reviewing our communication strategy to ensure that the Department is able to establish its
profile as a custodian of the country’s energy security. We will also implement an integrated corporate branding
and marketing campaigns to profile the work of the Department. This will be buttressed by a sustained media
campaign to inculcate, in the national psyche, the challenges that are facing this sector.

All of us at the Department of Energy are committed to making a difference in the lives of South Africans. We
are determined to discharge our responsibilities in a manner that ensures that we achieve all the targets which
are outlined by the President and our Minister.
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3. MANDATE, MISSION, VISION AND VALUES
MANDATE
Ensure secure and sustainable provision of energy for socio-economic development.
MISSION
To regulate and transform the sector for the provision of secure, sustainable and affordable energy.
VISION 2014
A transformed and sustainable energy sector with universal access to modern energy carriers for all by 2014.
VISION 2025
Improving our energy mix by having 30% of clean energy by 2025.
VALUES
Batho-Pele
Ethics
Honesty

Integrity
Accountability

Professionalism
Ubuntu




4. STRATEGIC OBJECTIVES

The Department’s strategic plan seeks to deliver results along eight strategic objectives that include
promoting energy security through reliable, clean, and affordable sources; universal access to energy sources,
transformation of the energy sector, and strengthening the operations and management of the Department.

1. Ensure energy security — creating and maintaining a balance between energy supply and energy
demand, develop strategic partnerships, improve co-ordination in the sector and ensure reliable delivery
and logistics.

2. Achieve universal access and transform the energy sector — diversify energy mix, improve access and
connectivity, provision of quality and affordable energy, promote safe use of energy and transform the
energy sector.

3. Regulate the energy sector — develop effective legislation, policies and guidelines, encourage investment
in the energy sector, ensure compliance with legislation.

4. Effective and efficient service delivery — understand stakeholder needs and improve turn - around
times.

5. Optimal utilisation of energy resources — develop enabling policies, encourage energy efficient
technologies .

6. Ensure sustainable development — promote clean energy alternatives, encourage economic development,
promote job creation.

7. Enhance DoE culture systems and people — attract, develop and retain appropriate skills, promote good
organizational culture, make the Department an employer of choice.

8. Promote corporate governance — optimal utilisation of resources, manage budget effectively, implement
fraud and risk management, and ensure compliance with relevant prescripts.

5. PROGRAMME OVERVIEW

There are currently four programmes that fall under Vote 28: Department of Energy. Broadly, as we are at
the early stages of establishing the new department, the strategic objectives of these programmes reflect the
Energy component of the former Department. Below is the synopsis of the programmes
explaining and detailing work to be undertaken over the next three financial years. This synopsis is not
conclusive as more work will still have to be undertaken on the exact structure and configuration of the
new Energy Department.

Programme 1: Administration

This programme provides strategic support and management services to the Ministry and the Department
of Energy. This programme comprises: (in the Director General’s Office) Audit Services Chief Directorate,
Strategy, Risk and Monitoring Chief Directorate, Special Programmes and Projects Directorate; Corporate
Services Branch (Human Resources, Communication and International Relations, Legal Services, and Auxiliary
Support Services); CFO’s office-Branch (Finance, Information Technology, and Supply Chain Management).

As of April 1, 2010 the Department of Energy will be a stand alone organisation independent from the
mining functions as shared under the Department of Minerals and Energy umbrella. The establishment of a
new administration for the DoE with capacity and expertise to discharge the new mandate will be at the centre
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stage of work that needs to be done during this MTEF period. We have identified crucial functions needed in the
establishment of a new organisation and will, within the first quarter of the year ensure that appropriate
capacity is built around these areas using human resources transferred from the Department of Minerals and
Energy and newly recruited employees. Like any other new organisation, we will be working tirelessly to refine and
adapt systems, processes, procedures including redefining a new culture, values, standard and norms. Sound
administration is central to the implementation of a legislative framework; hence this area of work will be treated
with strict sensitivity.

In terms of the PFMA, section 38 (1) the Accounting Officer for a department must ensure that his/her
department has and maintains effective, efficient and transparent systems of financial and risk
management and internal control, a system of internal audit under the control and direction of an audit
committee as well as ensuring the effective, efficient, economical and transparent use of the department
resources. As a new department we will be implementing and establishing all governance structures,
e.g the internal audit function, audit committee, procurement committee (BAC), HR function related
committees, e.t.c within the first quarter of the year.

State owned entities are established as instruments of socio-economic advancement. Government’s vision is
for these entities to have the means to contribute to the improvement in the standard of living of the population
by creating sustainable economic and social benefits. The Minister of Energy, as the sole shareholder in the
entities within the energy portfolio, has the responsibility of ensuring that the work of each entity is aligned to
the departmental and government priorities, the monitoring of the performance of these entities through the
review and approval of their annual budgets and business plans, as well as conducting the quarterly performance
reviews. Annual strategic workshops/meetings will be held around July/August between the shareholder and the
entities, to give strategic direction and ensure the alignment of all strategic plans later in the year. These will be
followed by the Ministerial approval of budgets and business plans, and the quarterly performance reviews.

Programme 2: Hydrocarbons and Energy Planning

This programme comprises of two sub programmes; namely Hydrocarbons and Energy Planning. Hydrocarbons,
develops policy and regulation to manage petroleum, coal and natural gas. The Petroleum Controller is
included in this sub-programme and is responsible for the implementation of the Petroleum Product
Amendments Act (Act no 58 of 2003). Energy planning in particular focuses on promoting the sustainable
use of energy resources through integrated energy planning.

Programme focus areas:

During the first half of the 2010/11 financial year, the department will be drafting an Integrated Energy Planning
Strategy which is expected to outline the requisite processes, systems and structures that will lead to the develop-
ment, during the latter part of the year, of the envisaged comprehensive Integrated Energy Plan (IEP). The IEP
is being driven in the main by the reality that energy is effectively all over and it is driven by the convergence of
energy sources and one cannot talk about electricity without referring to liquid fuels including liquefied petroleum
gas and vice versa.

This programme will also focus on strengthening the regulatory framework in the petroleum products industry
by implementing the regulatory accounting system before March 2011. The national strategic fuel stocks policy




will be revised to include the holding of commercial stock as well as emergency stock. The policy will outline a
framework for the storage of fuel stocks by government as well as industry in order to improve the security
of supply.

This year will mark ten years since the Liquid Fuels Chartter was agreed, and the branch will deal with the issue
of whether this charter has achieved what it was originally intended to achieve and what improvements need
to be made through the review process to be undertaken this year. The results of the review should redefine the
parameters within which the continuation of the transformation of the sector will take place.

The Department is also planning to embark on the process to promote the greater use of LPG for thermal
purposes. This will among other things advance the diversification use of energy sources as well as to relieve the
burden on the use of electricity. This will involve the development of the LPG strategy that will also outline the
licensing framework by the end of 2010/11.

Biofuels pricing framework will be developed in order to guide investment decisions and expand the Biofuels
market as envisaged in the Biofuels Strategy.

Programme 3: Electricity, Nuclear and Clean Energy

Electricity and Nuclear management provides the platform for the overall management of the programme.
The Electricity sub-programmes develop, implement and monitor electricity policy and programmes.
The Integrated National Electrification programme (INEP) Business Planning Unit manages the electrification
planning, funding and implementation process, including addressing electrification backlogs in the quest to
achieve universal access to electricity.

The Nuclear sub-programme aims to improve the governance of the nuclear sector, specifically in relation to
nuclear safety, non-proliferation, as well as nuclear technology.

The Clean Energy sub-programme facilitates the implementation of renewable energy and Energy Efficiency
Technologies and also promotes and regulates the Clean Development Mechanism (CDM) activities.

Programme focus areas

(Electricity) Integrated Resource Plan (IRP)

Since the promulgation of the interim Integrated Resource Plan, commonly known as IRP 1, to cover the period
from 2010-2012, the Department has subsequently embarked upon a process to conclude the updated IRP2
to cover the 20-year period from 2013. IRP2 will be based on an extensive stakeholder consultation process to
ensure that all interested and affected parties are given ample opportunity to contribute to its finalisation. The aim
of the plan is to develop an electricity generation plan that will meet the projected demand, through a combination
of diverse technologies and primary energy sources. The plan takes into account government policy objectives
for the electricity sector, this include mitigating carbon emissions, ensuring supply adequacy, diversifying the
generation options, as well as imports from neighbouring countries etc.
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These “risk adjustment” measures will be introduced into the plan in a manner that makes the IRP deviate from the
traditional business-as-usual approach common in the South African electricity sector. The IRP will also be linked
with a funding plan to ensure that it is practical and executable.

Once promulgated, a key outcome is that the IRP forms the basis for electricity licences which NERSA is
required to issue. The IRP will not pronounce on who will make the respective capital investments, as this will be the
prerogative of the Minister of Energy in line with regulations under the Electricity Regulation Act.

In implementing the decision to introduce additional nuclear power generation capacity to the country’s base-
load generating capacity as well as to diversify the electricity generation mix away from its almost exclusive
reliance on coal, the country will pursue nuclear energy as envisioned by the Nuclear Energy Policy of
2008. The Department will develop the nuclear energy implementation strategy in order to achieve these
objectives. The strategy will address matters such as legal and regulatory framework, skills development,
stakeholder engagement and communication, nuclear fuel cycle, industrialisation and localisation, funding
and procurement.

Energy efficiency and demand side management (EEDSM)

A financial incentive scheme will be introduced (the standard offer), in terms of which project developers
can claim a rebate in respect of the number of kilowatt-hours they have abated from the electricity system.
This “standard offer” will be outcomes based (energy saved) and is independent of the technology that is
deployed to achieve the energy saving. It is expected that interventions will emanate from the residential sector
(e.g. the replacement of incandescent lighting with energy saving bulbs), the industrial sector (e.g. the power
conservation program in terms of which key industrial customers can claim incentives due from less energy
intensive production methods) or the commercial sector (e.g. energy efficiency interventions like improved
insulation in buildings).

One of the key interventions in EEDSM is the Solar Water Heater (SWH) programme, in terms of which a
commitment has been made to progressively deploy the SWH for water heating in all residential dwellings
(approximately six million households). The outcomes of this programme include electricity demand reduction
(3 600MW), localisation of SWH technology (design and production), climate change abatement, job creation and
skills development.

The extent of electricity penetration in the domestic sector is currently about 75% on aggregate. The target date
to reach universal access for all formal households is 2012, with informal dwellings to follow by 2014 in line with
the Department of Human Settlements target.

All schools identified by the Department Basic of Education as functional centres of learning will be electrified by
June 2010 and all clinics have been electrified. Approximately 150 000 new households will be connected to the

grid, plus six new bulk substations.

The off-grid electricity program will connect another 10 000 households utilising Solar Home Systems (SHS),
in terms of which a photovoltaic technology is used to generate enough power to provide for lighting and

<D
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Programme 4: Associated Services

The programme is made up of five State Owned Entities reporting to the Minister of Energy, namely:
Regulators — the National Nuclear Regulator (NNR) and the National Energy Regulator (NERSA), Research
and Development — the Central Energy Fund (FEC), South African Nuclear Energy Corporation (NECSA), and
other — the Electricity Distribution Industry Holdings (EDIH).

(the summary of the State Owned Entities’ objectives is included in the latter part of the document)

6. ORGANISATIONAL ENVIRONMENT

The Department of Energy was established in May 2009 as a result of the decision of the President to separate
the Department of Minerals and Energy into two independent departments. This restructuring was informed by
the increasing recognition of the importance of achieving energy security in a world dominated by varying and
different interests. The aim of the Department of Energy is to formulate and exercise oversight on the implementa-
tion of overall energy policies and to ensure access to affordable and reliable energy by all South Africans and to
promote environmental friendly carriers.

Between 2006/07 and 2009/10 emphasis was placed in developing and strengthening the legislative and
regulatory framework. In 2008/9, first steps were taken to introduce the integration of energy through the
energy act, which basically allow greater integration of various energy planning initiatives in this sector.

In view of the lesson learned, the proposed new configuration will include the following programmes:
Policy Development, Energy Operational Services, Nuclear Energy, Integrated Energy Planning and Support
Services. The process of setting up the Department of Energy is a complex and varied process which should
not be under estimated. We will be implementing the new DoE structure over the MTEF period with the aim
of a fully capacitated structure within the first two years. The new structure has taken into account, amongst
others, the crucial point of positioning the HR function within government departments as directed by the DPSA.
During this year, we will develop and start the implementation of the department’s Integrated Human Resource
Plan that will cover areas like the HR capital needs of the department (going forward), individual strategies on
human resource development, talent management, knowledge management, etc.

We have given careful consideration to the envisaged Department and its strategic direction. Greater attention
in improving project management capacity within the Department will be enhanced. Equally, we will ensure
that the Department workforce is better prepared for the task ahead.

People are the DoE’s most important resource. The Department’'s human capital management efforts
are focused on an integrated approach which ensures that human capital programmes and policies are
linked to our mission, strategies, and goals, while providing for continuous improvement in efficiency and
effectiveness. Within the Department, senior managers of the individual programmes are responsible for
successfully accomplishing their organisation’s mission as well as creating a challenging and productive

workplace environment.
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We will strive to create a Department-wide performance culture that is focused on individual and organisation-

al accountability which is aligned to realise the achievement of the DoE’s programmatic goals and priorities.

The Department will move with fortitude and speed to recruit, develop, and retain a qualified as well as diverse

workforce suited for the demands of the 21st century.

7. POLICY DEVELOPMENT AND LEGISLATIVE CHANGES

The legislative focus of the department during 2010/11 will be on the following:

The Seventeenth Constitutional Amendment Bill: the aim of the Bill will be to amend the Constitution of
the Republic of South Africa, 1996, so as to empower the national government to further regulate the exercise
by municipalities of their executive authority in respect of local government matters listed in Part B of
Schedule 4 and Part B of Schedule 5 when it is necessary to achieve regional efficiencies and economies of
scale in respect of a specific municipal function and to provide for matters connected therewith.

REDs Establishment Bill:
The aim is to establish efficient regional electricity distributors.

Electricity Regulation Amendment Bill:

This is aimed at amongst others addressing the expropriation of land for electricity infrastructure;
provision for the establishment of Independent System and Market Operator, and eventually to allow the
regulator to have a discretion in imposing penalties based on the nature of the offence.

New Generation/IPP Regulation:

The Independent Power Producer (IPP) meaning any undertaking by any person or entity, in which the
government of South Africa does not hold a controlling ownership interest (whether direct or indirect), of new
generation capacity at a generation facility following a determination made by the Minister in terms of
section 34(1) of the Electricity Regulation Act of 2006. This will address the anomaly where there is a need
for more regulatory intervention to level the playing field in the electricity generation sector.

The Petroleum Products Amendment Act, 2003 (No 58 of 2003) will be reviewed to empower the Minister
of Energy to act against non-compliance in the liquid fuel sector.

The National Energy Act, 2008 (No 34 of 2008) is a framework legislation which empowers the Minister to
adequately execute certain initiatives to achieve the security of supply. One of the most critical aspects of
ensuring the security of supply is to have an Integrated Energy Plan which is informed by factual and evi
dence-driven data and information. Data with respect to energy is currently collected and provided to the
Department on a voluntary basis. This in effect has led to insufficient data being readily available for effective
planning and usage by the Department. The National Energy Act empowers the Minister of Energy to, amongst
other, develop Regulations for the Provision of Energy Data. These Regulations are aimed at making it
mandatory for certain stakeholders to provide the Department with energy and energy related data on a
periodic basis. The Regulations are currently being drafted within the Department and the first draft for public
comments will be published by the beginning of the 2010/2011 financial year with the final Regulations being
published towards the end of September.

The review of the fuel specification regulations will also be initiated to advance to higher and cleaner
fuels that would enable vehicle technology of higher emission standard.
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(D) STATE OWNED ENTITIES REPORTING TO THE MINSTER OF ENERGY

Purpose: Provide related services in support of the Department’'s mandate through funded and non-funded
statutory bodies and organisations.

Measurable Objective: Enhance the Department’s objectives through policies and directives, promoting its
legislative mandate and leading to the creation of an environment conducive to investment and the improvement
of the quality of life of South Africans.

Governance Arrangements

The Minister of Energy has oversight responsibilities over the following five (5) State Owned Entities (SOE) and
their subsidiaries which are either classified as schedule 2 or 3 in the PFMA. The enabling legislation requires
the Minister to appoint members of the boards of all state owned entities reporting to the Minister of Energy. All
board members, with the exclusion of CEOs, are non-executive. The Department is represented on all of these
boards, with the exception of NERSA (the independent energy regulator). Boards are ultimately accountable and
responsible for the performance of the entities. They give strategic directions to the entity in line with the mandate
and this is in turn implemented by management.

REGULATORS

NATIONAL NUCLEAR REGULATOR (NNR)

The National Nuclear Regulator was established in terms of the National Nuclear Regulator Act (1999), which
came into effect in February 2000. The Act mandates the Regulator to regulate diverse activities in the nuclear
sector, including the operation of nuclear power plants, power reactors, research reactors, nuclear fuel fabrication,
nuclear technology applications, and the mining and processing of uranium and other radioactive ores.

The mandate of the Regulator encompasses the provision of protection to persons, property and the environment
against nuclear damage by establishing safety standards and regulatory practices, exercising regulatory oversight
and control over any action that may cause nuclear damage, and over nuclear installations including vessels
propelled by nuclear power or that contain radioactive material. The Regulator issues nuclear authorisations and
enforces compliance. It has to ensure that provisions for nuclear emergency planning are in place, and ensure
compliance with the International Atomic Energy Agency’s regulations for safe transport. The Regulator is also
mandated to advise the Minister of Energy on all nuclear safety related matters.

NNR’s strategic objectives include - strengthening the analytical verification capability and capacity of the
regulator’s laboratory, conducting research that will contribute to strengthening the regulatory regime, improve the
sourcing and talent management of technical experts, establish partnerships with institutions that have credible
technical expertise, improve international cooperation, and strengthen corporate governance by developing and
maintaining sound policies and instituting appropriate control.




Strategic Plan

NATIONAL ENERGY REGULATOR OF SOUTH AFRICA (NERSA)

NERSA's mandate as the Energy Regulator, is anchored on four primary Acts namely the National Energy
Regulator Act, 2004 (Act No. 40 of 2004); the Electricity Regulation Act, 2006 (Act No. 4 of 2006); the Gas Act,
2001 (Act No. 48 of 2001); and the Petroleum Pipelines Act, 2003 (Act No. 60 of 2003).

NERSA derives its revenues by, amongst others, imposing prescribed levies on the regulated industries
following a prescribed transparent procedure. The imposition of such levies are governed by the Gas Regulator
Levies Act, 2002 (Act No. 75 of 2002); the Petroleum Pipelines Levies Act, 2004 (Act No. 28 of 2004); and
Section 5B of the Electricity Act, 1987 (Act No. 41 of 1987). In terms of the National Energy Regulator Act,
NERSA is funded through money appropriated by Parliament; levies imposed by or under separate legislation.

In terms of its mandate, NERSA’s responsibilities include - issuing of licences; setting and/or approving tariffs
and prices; monitoring and enforcing compliance with licence conditions; dispute resolution including mediation,
arbitration and handling of complaints.

NERSA's priorities include — establishing the organisation’s credibility, legitimacy and sustainability as an
independent and transparent energy regulator, creating an effective organisation that delivers on its mandate and
purpose, and to continuously monitor and evaluate the energy regulator’s effectiveness.

RESEARCH AND DEVELOPMENT
CENTRAL ENERGY FUND - CEF (PTY) LTD

CEF is a private company, incorporated in terms of the Companies Act and is governed by the CEF Act, 1997 (Act
No. 38 of 1997).

The CEF group of companies operates in the energy sector and is made up of entities with commercial, strategic,
licensing and development roles. The group consists of five operating subsidies — PetroSA, iGas, Petroleum
Agency SA, OPCSA, and Strategic Fuel Fund.

CEF is involved in the search for appropriate energy solutions to meet the future energy needs of South Africa,
SADC and the sub-Saharan Africa region, including oil, gas, electrical power, solar energy, low-smoke fuels,
biomass, wind and renewable energy sources. CEF also manages the operation and development of the oil and
gas assets and operations of the South African government.

CEF, through its integrated oil company subsidiary, PetroSA, is involved in the exploration for oil and gas onshore
and offshore South Africa, as well as the rest of Africa; the production of environmentally friendly petroleum
fuels and petrochemical products from gas and condensate at its synfuels refinery outside Mossel Bay; and the
management of oil storage facilities. SFF manages South Africa’s strategic reserves of crude oil.




CEF’s Energy Development Corporation (EDC) division pursues commercially viable investments in renewable
energy sources (with the exception of natural oil and other already commercialised and developed energy
technologies in Southern Africa.). This division focuses on a number of niche areas, commercial projects;
developmental projects, which catalyze the renewable energy sector, and social projects, which benefit previously
disadvantaged communities.

CEF subsidiary company, Oil Pollution Control SA, provides oil prevention, control, and clean-up services, mainly
in South Africa ports and coastal areas, in terms of South Africa’s National Environmental Management Act
(NEMA).

CEF, through its subsidiary Petroleum Agency South Africa, manages the promotion and licensing of oil and gas
exploration, development and production in South Africa and the coastal areas offshore South Africa as part of
creating a viable upstream oil industry in the country. As already indicated above, Petroleum Agency SA’'s main
business is to act as the agent of the Republic of South Africa in promoting exploration for and exploitation of
natural oil in the Republic of South Africa. In essence, PASA performs regulatory and promotional functions in
respect of oil and gas exploration and production.

CEF subsidiary iGas acts as the official agent of the South African Government for the development of the
hydrocarbon gas industry, comprising natural gas (LNG) and petroleum gas (LPG), in South Africa.

CEF’s key priorities for the coming MTEF period include the: management of strategic energy stocks and
energy infrastructure, investing (in) and development (of) alternative and clean renewable energy technologies
that will improve energy efficiency and the quality of life for low income households, transformation, minimising
environmental impact and maximise sustainable development.

SOUTH AFRICAN NUCLEAR ENERGY CORPORATION (NECSA)

The South African Nuclear Energy Corporation (Necsa) was incorporated in terms of the Nuclear Energy Act
(NEA) no 46 of 1999. Its main functions are to undertake and promote research and development in the field of
nuclear energy and radiation sciences and technology and subject to the Safeguards Agreement, to make these
generally available; process source material, special nuclear material and restricted material and to reprocess
and enrich source material and nuclear material; and co-operate with any person or institution in matters falling
within these functions subject to the approval of the Minister. In addition to its research mandate, NECSA is also
responsible for the following institutional obligations on behalf of the State: decommissioning and decontamination
of past strategic nuclear facilities; management of nuclear waste disposal on a national basis; application of
radiation technology for scientific and medical purposes; operation of the SAFARI-1 nuclear reactor; operation of
the Pelindaba site and accompanying services; and execution of the safeguards function.

At the heart of Necsa’s activities lies the obligation to adhere to its nuclear R&D mandate as iterated in section 13
of the NEA. To initiate the regeneration of its nuclear R&D activities, the organisation was reconfigured according
to best international practice. Necsa also expanded its portfolio of R&D activities by re-establishing a nuclear fuel
cycle development group as well as a biosciences programme.




Strategic Plan

Necsa’s priorities over the MTEF period include: responding to the new build programme by establishing fuel
cycle capabilities, localising nuclear manufacturing and building key partnerships, developing the corporation’s
nuclear facilitation capacity, including licensing, promoting safeguards, and nuclear security and collaborating
more closely with the Pebble Bed Modular Reactor programme

OTHER

ELECTRICITY DISTRIBUTION INDUSTRY HOLDINGS (EDIH)

Electricity Distribution Industry Holdings Company (Pty) Ltd was created for the sole purpose of executing
Government’s strategic objective of restructuring the electricity distribution industry as per the requirement of the
Energy White paper of 1998, the EDI Restructuring Blueprint of 2001, and as amplified by subsequent cabinet
decisions. The aim of the restructuring is to provide all South Africans, including the poorest, with affordable,
reliable and sustainable electricity, which will lead to an improved standard of living.

The objectives of the EDIH include: - planning, controlling and managing the process of the establishment and
implementation of 6 financially viable REDs, ensuring that the REDs deliver on the national objectives of electricity
distribution industry reform. The restructuring is facilitated by an interdepartmental task team comprising of the
Department of Energy, Department of Public Enterprise, provincial and local government, National Treasury and
the EDIH.

The objectives of EDIH include ensuring: - sustainable supply of electricity to low income consumers, that
future REDs operate on a financially viable basis as independent businesses, provide sucure employment
to their employees, and provide skills development and training consistent with high technology modern

distribution business.
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