PRESENTATION OF THE DEPARTMENT OF MINERALS AND ENERGY'S 2007/8 ANNUAL REPORT TO THE PARLIAMENTARY POTFOLIO COMMITTEE 19 NOVEMBER 2008

Chairperson, honourable members of the committee, thank you for the opportunity to present to you an overview of the Department of Minerals and Energy's performance for the 2007/8 financial year.

Early in the year, we held our annual strategic planning session whose main aim was to evaluate our strategies and anchor them to the broad government imperatives of poverty eradication, transformation of our economy and society, reconstruction and development. Our planning session came at a time when the country was experiencing electricity challenges as well as the steady increase in the petrol price. Also forefront in the people's minds at the time was the continuing skills shortage challenge in the country, to which DME as a highly technical department is not immune to.

Our business plans developed during this process were premised on our mission statement that covers the regulation and promotion of the minerals and energy sectors for the benefit of all. The five strategic objectives identified by the department talk to 'our reason for existence - that is, the provision of services that would regulate and promote these sectors for the benefit of our customers - the public. Our strategy focused on actively contributing towards sustainable development and growth, redress past imbalances, regulate the minerals and energy sectors to' be healthier, cleaner and safer, as well as create an enabling environment for effective and efficient service delivery.

For us to effectively deliver to our customers, we identified the following crucial internal processes that we needed to excel on. These included industry regulating processes that would achieve transformation, measure the impact of our policies to the recipients, and adequately monitor the implementation of our legislation. As a learning organisation, through the learning and growth perspective, we would be able to achieve the above if we are continuously clear about our priorities, commit to staff development, implement projects that would position the DME as an employer of choice and appropriately capacitate the department for effective and efficient service delivery.

During the planning session, the following focus areas for the Department for the year under review were identified as follows:

1. Ensure security of energy supply

2. Narrowing the gap towards universal access to electricity

3. Monitoring the implementation of the MPRDA

4. Support of SMMEs and Small Scale Mining

5. Beneficiation

6. Mine safety and mine rehabilitation

7. Promotion of youth and women participation

8. Improving our capacity to deliver on our mandate

9. Financial performance

10. State Owned Entities reporting to the Minister of Minerals and Energy

DEPARTMENT'S PERFORMANCE REVIEW REPORT

1. Ensure security of energy supply -

The energy challenges experienced in the electricity and petroleum sectors' early last year highlighted our country's vulnerability to energy supply. We have sort to address the security of energy supply challenge in a comprehensive way, through the revision of the National Energy Bill. The bill seeks to provide a legal framework that will enable us to establish mechanisms to address energy research, the introduction of renewable energy and the general energy security concerns. The bill is also about understanding the demand and ensuring appropriate plans to meet the demand.


In line with the Cabinet decision, the Department. is leading the campaign on the Power Conservation Programme and the National Electricity Response Team in order to ameliorate the negative impacts of the crisis on the economic and social sectors. The department has also taken a lead in terms of running energy efficiency communication and awareness campaigns In partnership with the National Energy Efficiency Agency and GCIS. During the year, we also undertook a number of Izimbizo country- wide to sensitize communities on the importance of energy saving.

The crafting of the Energy Security Masterplan in August 2007 which embedded the Liquid Fuels Masterplan and the Electricity Masterplan in November 2007, attested to the leadership exercised by the Department in guiding the energy sector.

By the end of the financial year, the country was experiencing a steady increase in the petrol price as a result of soaring international crude oil. Fortunately, we have been able to maintain a healthy balance between a reasonable profit and our fundamental responsibility to look after the interests of the motorists and the public at large.

The implementation of the Petroleum Products Amendment Act, 2003 promotes an efficient and sustainable manufacturing, wholesaling and retailing petrol industry by facilitating an environment conducive to efficient and commercially justifiable investment in the industry. As at year end, the Office of the Controller of Petroleum Products in the Department had captured 13 580 applications, of which approximately 3981 of them had been processed. Additional posts in this office have been approved to increase capacity to deal with the growing numbers of applications. Inspectors have been located at regional offices to increase visibility, and a total of 564 sites have been randomly inspected during the year.

The introduction of biofuels is part of our response strategy to improve energy security, promotes clean transportation fuels, addresses the climate change challenges and also facilitates rural economic development. The country's biofuels strategy was approved in December 2007. The strategy outlines the development of a minimum of 2% (400 million litres per annum) biofuels industry in the next five years using 1 st generation technology. Due to the rising concerns on food security, maize was excluded. The feedstock will mainly be derived from the underutilized agricultural production areas and the focus will be the use of surplus agricultural production. It is envisaged that the bio-fuels industry would meet 35% of the renewable energy target as outlined in the White Paper of Renewable Energy. The implementation plan will include the licensing criteria and the financial mechanism, and will be communicated via road-shows:

The Nuclear Energy Policy and Strategy was drafted and released for public comments during the year under review. The policy provided a framework for the development of an extensive nuclear programme. The policy is aimed at guiding the expanded nuclear build programme and addresses the issue of investment. in uranium beneficiation. The policy further aims to ensure that the uranium outputs from our mines are used firstly to satisfy South Africa's own energy requirements. Final Cabinet approval is expected in the next financial year.

2. Electricity - Our livelihoods and the country's economy have been affected by the electricity challenges presented to us during 2007/8. One cannot help but be proud of how South Africans have risen to the electricity challenge and played their individual roles in ensuring that this challenge does not aggravate into a serious crisis. Although we have not experienced load-shedding and power cuts since January 2008, we are not out of the proverbial woods yet. We will continue to work with relevant sectors of government and civil society to urge all South Africans to continue conserving energy in order to improve Eskom's reserve margin.

The electrification Proaramme - Total connection for the 2007/8 financial year were: 187 925 for households, 948 for schools and 163 for clinics. Electricity connections achieved during the 2007/8 financial year were reduced by 74 000 as a result of the channelling of R335mil planned for connections to the provision of bulk infrastructure. In total 9 bulk substations were completed during the year.

3. Implementation of the MPRDA - During the year we have seen a noticeable improvement in the turnaround time for mining applications. The quality of applications together with the social labour plan proposals has also improved. The number of applications received from HDSAs and the rights that have been granted to them has increased significantly, indicating that our agenda for transforming the mining sector is on track.

4. Small Scale Mining - Since the promulgation of the MPRDA, the issuing of mining permits to SMMEs has increased dramatically. In light of this development, the Mine Health and Safety Inspectorate has had its regulatory capacity stretched. The Mineral Policy and Promotion branch has also continues to give support to SMMEs in the small scale mining and beneficiation projects.

5. Beneficiation - The financial year 2007/8 saw reports of Chinese gold production exceeding that of South Africa, marking a country. This decline in gold production since 1986 is a painful reminder that natural resources have a limited span. It is for this reason that we are vigorously engaging all stakeholders to drive the country to extend the scope of the mining industry beyond its natural life and ensure that the much needed investments and jobs are created. The Beneficiation Strategy will be finalised in 2008/9 and an implementation plan put in place thereafter.

6. Safety in the mines and mine rehabilitation - The poor safety track record in the mines continues to be of great concern to the Department. During the year under review, 70 lives were lost in our mines, a figure considered by the Department being unacceptably high. The results of the Presidential Audits conducted during the course of the year will be release during 2008/9 once all identified audits have been completed. To address some of the challenges in this area, the Department's revised structure of the Mine Health and Safety Inspectorate was implemented in May 2007. A number of projects to deal with skills shortage have been put in place.

The department has also been tasked with the responsibility of reducing government's environmental liability and pollution. Impacts emanating from the unrehabilitated derelict and ownerless mines. This year, 13 projects with a budget of R55million were approved. The focus has been on asbestos mines because of the potential health hazards.

7. Promotion of women and youth participation - The MPRDA has opened doors for the substantial and meaningful participation of HDSAs in the mining sector. With the continuing implementation of the MPRDA and the mining Charter, we have seen an increase in the number of women participation in this industry. The department has also provided support and information sharing to the youth that has indicated their interest in the sector. Continuing projects and programmes that would mainstream women and youth initiatives both internally and externally have been identified and implemented.

8. Improving our capacity to deliver on our mandate - One of the areas that has suffered a continuing high staff turnover rate in the Department, is the Mine Health and Safety .Inspectorate. The revised structure of the Inspectorate was implemented in May 2007. A number of interventions have been implemented to address skills shortage. These include management development programmes, bursaries to study towards engineering, surveying, mining and occupational hygiene, and the learner inspectors' internship programme at the Gold Fields Academy.

The department's Integrated Human Resource Plan was approved by our Minister in January this year. Through this plan, we have reviewed and identified both the current and future human resource needs of the Department. The implementation of this plan, scheduled to start during the 2008/9 financial year will address, amongst others, organisational development, talent management, etc.

9. Financial performance - the total budget for the Department for 2007/8 was R2,974,937billion. This budget was under spent by R27,570 million which translates to 0,93%.

Highlights and key challenges for State-Owned entities reporting to the Minister of Minerals and Energy

Chairperson and honourables members, in closing I would like to take you through the progress which has been made by the state-owned entities which report to the Minister of Minerals and Energy, only in those aspects that relate to the focus areas identified for the department in the year under review.

State Diamond Trader - The South African Diamonds and Precious Metal Regulator (SADPMR) and the State Diamond Trader (SDT) were officially launched in February 2008. The SDT has provided employment for 1042 people amongst its clients, of which 77% are HDI's and 48% are women.

The SDT has only traded for 6 months during the year under review. Some key challenges include the fact that the SDT has to purchase diamonds at market price while maintaining acceptable prices to buyers and maintaining profitable trading. Due to lack of funding, the SDT has only been able to access 3% of the possible 100/0 supply of diamonds available by De Beers. Acquiring adequate skills and capacity has been a challenge pending approval of the confirmation of the SDT's status. However, the HR plan that the SDT presented to the Department shows that the SDT will be able to carry its overhead projected for the next three years. It enhances the skills as well as training of SOT staff in order to guarantee the sustainability of the SOT beyond the current service level agreement between itself and Oe Beers. Purchasing unpolished diamonds on a run-off mine basis as envisaged in the legislation posed its own challenges. The goods tended to. be predominantly smaller and this had an impact on the trade in that only the larger clients could buy such goods.

Mintek - Mintek's Small-Scale Mining and Beneficiation Division provides assistance to artisanal and small scale miners through researching and developing appropriate technologies, and by providing training and support so that development can be as sustainable as possible, even if based on limited resources.

CEF - The CEF group continues to be active in a number of arenas promoting the security of energy supply. The engineering planning for a 2400 megawatt power plant in Coega has been completed and the project is ready to move into construction phase. The engineering is also complete for a gas transportation pipeline to Mossel Bay.

On the renewable energy front, the waste gas to electricity project at PetroSA has been commissioned and the plant is fully functional.

