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EXECUTIVE SUMMARY

At the beginning of our democracy, only 36% of the households were electrified in South Africa, with most of those in previously white urban areas and all the white owned farms.  As for the historically disadvantaged, most of the townships, rural areas and even farm worker houses built adjacent to the electrified farms houses remained without electricity.
The National electrification programme as part of the Reconstruction and Development Programme (RDP) set a target of 2.5 million houses accessing electricity services by year 2000.  Through the RDP programme, the country developed a capacity and capability to electrify over 450 000 households per year.  Since its inception, the programme was initially funded through the electricity industry since the assumption at the time was that it will be self funding.  From 2001, the programme was funded from the fiscus, since it became clear that the electricity consumption of many middle to poor households was much lower than anticipated, and as such the industry could not sustain it.

Part of the programme included the electrification of schools and clinics through grid and non grid means, depending on the proximity to the national grid.  These were funded mainly through donor and corporate social responsibility funds from the Eskom Foundation.  

Under the same broader programme, for remote rural areas, a non-grid programme was initiated, using photo voltaic (PV) system.  The objective was to ensure that communities in deep rural areas also receive electricity services.  It soon became clear that there is a need to compliment the solar power with other means of energy to cater for thermal needs of the households.

Accordingly, it became clear that the poor beneficiaries of the electricity infrastructure could not afford to pay for the electricity services provided to them.  In order for the benefits of the electrification programme to be optimised, a Free Basic Electricity Programme was initiated which provided an operational subsidy for those poor households with access to electricity, both grid and non-grid.  This programme was later revised to subsidise the free basic access to energy means, subject to the quantum of fiscus allocation and to some degree the ability of the utilities to cross subsidise the tariffs.  

It soon became clear that with all basic infrastructure in place, the physical availability of modern energy sources in poorer areas was particularly challenging.  This realisation paved a way for the establishment of the Integrated energy Centres (IeC), which were designed to be one stop shop for all energy services located closer to consuming communities.  The IeCs had a potential of creating partnerships between the energy suppliers (oil majors) and small entrepreneurs, thus providing business and job opportunities in areas where they are located.

In line with the Liquids Fuel Charter and prevailing Petroleum legislation, the Office of the Petroleum Controller was established to ensure amongst others transformation of the petroleum industry and licence to retail, wholesale and manufacture petroleum products across the country.

The integration of the above, is a part of the basket of energy services provided by the Department of Energy in direct interface with our communities.
1. BACKGROUND AND HISTORY OF THE DEPARTMENT OF ENERGY

The Department of Energy (DoE) is one of the new departments established under the current Government.  The Department has its origins from the Department of Minerals and Energy, through which a number of successful service delivery programmes were initiated.  Most of these programmes have been modified and tailored to the service delivery requirements of the current Government.
The thrust of service delivery from the energy perspective is on energy access, quality of service, job creation and poverty alleviation.

Most of the Department’s programmes have cross cutting benefits in the sense that while service delivery is at the heart, there are also secondary developmental benefits such as facilitation of economic activities, access to modern forms of energy, education and enhancement of environmentally sound practices such as reduction of deforestation and enhancement of health benefits. 
2. THE OBJECTIVE OF THE DEPARTMENT
The Objective of the Department is to achieve universal access to energy and transform the energy sector.
3. ORGANISATION OF THE REPORT

The report is structured as follows:  

It outlines the Integrated National Electrification Programme as one of the flagship programmes of government, followed by the Integrated Energy Centres to complement electricity services and concludes by outlining the Petroleum Licensing Dispensation.
PART ONE 

1. INTEGRATED NATIONAL ELECTRIFICATION PROGRAMME
Department of Energy is responsible for planning, funding and monitoring of the Electrification programme through the Integrated National Electrification Programme with the aim to reach universal access to electricity by 2012 to all formal households and 2014 for all households. The country is currently 75%  electrified and the number of un-electrified households is estimated at 3, 4 million including informal settlements based on the 2001 Census, although the Community Survey 2007 present the electrified percentage of households at 80% .     

As per the set target, all Schools are planned to be completed in the 2009/10 financial year.
The electrification programme is implemented by both Eskom and some licensed municipalities, the allocations are made available through schedule 6 and 7 of DoRA for both municipal and Eskom respectively.

The following criterion is used when electrification funding is allocated to municipalities.

· Backlog.

· Rural bias.

· Availability of formalized settlements
· Bulk infrastructure availability.

· Existing houses

· Past performance. 

Backlog.

	Province
	Total Number of Households
	Backlog
	Households not electrified (percentage)
	Electrified households (percentage)

	Western Cape 
	1,333,886
	191,366
	14%
	86%

	Northern Cape 
	272,958
	50,405
	18%
	82%

	North West
	914,070
	196,605
	22%
	78%

	Gauteng
	3,127,991
	740,569
	24%
	76%

	Free State
	823,972
	201,919
	25%
	75%

	Mpumalanga 
	879,082
	231,485
	26%
	74%

	Limpopo
	1,250,716
	329,440
	26%
	74%

	Kwa-Zulu Natal
	2,405,165
	818,708
	34%
	66%

	Eastern Cape
	1,667,435
	669,421
	40%
	60%

	Total
	12,675,275
	3,429,918
	25%
	75%


This is the main criterion used as the objective of the programme is to eradicate electrification backlog to reach universal access. Below is the electrification backlog per province.

Rural bias.

The spatial development of the previous regime was urban biased. This left the rural countryside without any infrastructure of any kind. Therefore the programme is aimed at improving the standard of living in rural areas.
Availability of formal settlements
This is a challenge in most urban areas where the majority of the backlog is in the informal settlements. Local governments together with Human Settlement need to formalize these settlements. This is currently being implemented through other strategies, among others the Breaking New Grounds (BNG) strategy. The availability of land is key in ensuring the eradication of informal settlements.    

Bulk infrastructure availability
Building of new bulk infrastructure (sub-transmission lines and substations) in rural areas must be prioritized, as this will enable the extension of the national grid to accommodate rural households.

Existing houses

The availability of houses, especially in the urban areas is key in delivering the objective of electrification; however the DOE needs to work together with the department of Human Settlement for the integration of both programmes (electrification and housing delivery).

Past  performance.

Performance of municipalities in the implementation of the electrification programme cannot be overemphasized. Licensed and unlicensed municipalities play a crucial role in the rollout of the programme. From project initiation, planning, design and implementation, municipalities need continuous assessment and assistance in order to achieve the objective. Municipalities currently implementing the electrification programme need close monitoring for performance and compliance with all statutory requirements.  
Current   MTEF Allocations for Electrification as provided by National Treasury 

	VOTED FUNDS
	2009/10

R’000
	2010/11                    R’000
	2011/12

R’000

	MUNICIPALITIES
	932 957
	1 020 104
	1 096 612

	ESKOM(NATIONAL)
	1 467 365
	1 751 780
	1 873 367

	ESKOM (SCHOOLS BACKLOGS)
	148 950
	0
	0

	NON – GRID
	84 000
	88 200
	92 693

	BASELINE ALLOCATION
	2 633 272
	2 860 084
	3 062 672


Challenges

The following are the challenges with regards to the electrification programme but only the main ones will be discussed;

· Limited programme funding

· Building of new bulk infrastructure in rural areas

· Refurbishment and rehabilitation of electrical infrastructure

· Building municipal capacity without impact on service delivery

· Structured Planning Approach

· Project Management 

· Social Interventions (Communication strategy).

· Resources Management

Limited programme funding

The current National Electrification Funding (NEF) is approximately R2.7 billion annually from the fiscus and is able to result in approximately 150 000 connections per year. In order to achieve universal access, an amount of R 2.5 billion over and above the current allocation is required annually to address the backlog in household connections and building bulk infrastructure. 

Bulk infrastructure availability 
Bulk infrastructure availability; especially in rural areas mainly serviced by Eskoms, is the greatest threat currently facing the electrification programme. The department has prioritized the building of substations and sub-transmission lines in order to extend the grid to these rural communities.

Communication Strategy

There is a need to improve the communication between the National, provincial and local government with regards to electrification programme. The Department must therefore take a lead in establishing a communication strategy for the electrification programme; especially as the deadline for universal access approaches. 
By nature electrification projects have issues that can cause potential delays and if those issues are not communicated properly they will cause unrest and distrust. 
Departmental Interventions
· Participation in the Local Government Turn Around Strategy (LGTS).
· Participating in the Human settlement strategies (BNG, Eradication of Informal Settlements) by prioritising BNG projects.
· Target low backlog municipalities (less than 5000) for universal access.
· Implement Municipal Assistance Programme by placing skilled Electrical engineers at municipalities.
· Support to municipalities related to performance monitoring
PART TWO

2. INTEGRATED ENERGY CENTRES (IeCs)
2.1. BACKGROUND OF THE IeC PROGRAMME

The Department of Energy in collaboration with private companies, Local Municipalities and other development agencies have been establishing the Integrated Energy Centres (IeCs) around the country as part of implementation of government mandate to promote access to clean, affordable energy services and efforts to create jobs amongst others since 2002. The vision of the Ministry towards this end is that the establishment of IeC cooperatives will contribute towards job creation and community development overall. The roll out of the IeC Programme is one of the vehicles that the Department has embarked upon to contribute to rural development and job creation in the fight against energy poverty.
2.2. OBJECTIVES OF THE IeC PROJECTS
An Integrated Energy Centre is a one-stop energy shop owned and operated by the community Cooperative and organised as a community project with the following objectives: 

· To provide access to safe and affordable energy sources to poor households;
· To provide access to information regarding the safe, efficient and environmentally sustainable use of energy sources;
· To provide access to safe energy appliances;
· To provide information about available energy options such as renewable & Non-Grid energy etc; 
· To empower the communities to be able to influence policy in both the public and private sectors regarding access to safe and affordable energy; and
· Underlying these objectives is a very strong social responsibility aimed at poverty alleviation, job creation and capacity building.
 

2.3. SERVICES PROVIDED BY IeCs
The IeCs act as community information hubs and “energy shops” that sell illuminated paraffin (IP), liquid petroleum gas (LPG), candles, petrol and diesel from oil companies and sell these products to the community at more affordable prices. These products are supplied directly from the depots to the IeC, thereby eliminating the middle man. Each IeC is linked with the Integrated Development Plans (IDP’s) of the Municipalities, which is implemented through the ISRDP, thus integrating the provision of wider energy choices with other projects like water supply, income generating projects, building schools and clinics, etc.  The community Cooperative owns this process and works with the Local Authorities (Municipalities), especially as they were part of developing the IDP’s.

 
There are six (6) operational IeCs to date:
	 IeC NAME
	LOCAL MUNICIPALITY
	DISTRICT MUNICIPALITY
	PROVINCE 
	OIL COMPANY

	Kgalagadi
	Ga-Sekgonyane
	John Taolo Gaetsewe
	Northern Cape
	TOTAL SA

	Caba Mdeni
	Matatiele
	Alfred Nzo
	Eastern Cape
	SASOL Oil

	Moshaweng 
	Moshaweng 
	Kgalagadi
	Northern Cape
	SASOL Oil

	Mutale
	Mutale
	Vhembe
	Limpopo
	SASOL Oil

	Ratlou
	Ratlou
	Ngwako Modiri Molema
	North West
	SASOL Oil

	Eshane
	Umvoti
	Umzinyathi
	KZN
	TOTAL SA


2.4. JOB CREATION 
During the construction period the IeCs provided short-term employment to not less than 600 local people and at least 60 permanent staff members were employed (in total for the 6 IeCs). Furthermore the IeCs have a village vendor network of at least 40 people who serve as delivery points within the communities so that people could purchase energy products instead of travelling to the IeC. The village vendors are trained on how to use the energy sources safely and they in turn provide the training to local people. This is carried out in partnership with the Paraffin Safety Association and LPG Association.
A number of projects that are designed to promote SMME development and create jobs have been initiated, and as result the following businesses have been established around the IeCs: convenient store, Arts & Craft, Agricultural (food security), tire repairs, sewing and catering projects, public phones, Tele centre to access the internet and other IT services as well as ATM’s etc. The IeC in Mutale, Limpopo is also contracted as a depot for Coca Cola and Maize Meal. 
2.5. INFORMATION DISSEMINATION 
In line with the objective of the DoE to promote clean, safe, efficient use of energy, as well as renewable / alternative energy options, the DoE officials provide energy advisory services to the public through demonstrations, awareness campaigns workshops on monthly basis. All of this is done at the Thusong Centres (former known as MPCC’s), Municipality buildings as well as community gatherings. Demonstrations and workshops of this nature will take place continuously. 
  
The following IeCs are at different stages of development:
	IeC NAME
	LOCAL MUNIC
	DISTRICT MUNIC
	PROVINCE 
	OIL COMPANY
	STAGE

	Qamata
	Intsika Yethu 
	Chris Hani
	PETROSA
	Eastern Cape
	EIA

	Qwaqwa
	Maluti-a-phofung
	Thabo-Mofutsanyane
	SASOL
	Free State
	EIA

	Amajuba
	Newcastle
	Amajuba
	TOTAL SA
	KZN
	EIA

	Qunu
	KSD
	OR Tambo
	SASOL
	Eastern Cape
	EIA approved 

	Zululand
	Ulundi
	Zululand
	SASOL
	KZN
	EIA

	Mbizana 
	Mbizana
	OR Tambo
	PETROSA
	Eastern Cape
	EIA 


 
2.6. CHALLENGES
Though a great deal of progress has been made in the implementation of these IeCs in particular job creation and efforts in promoting access to clean, affordable energy services, some important factors  still remain and require resolving.
Management and Governance issues – different stakeholders not fulfilling their roles and responsibilities:
· Lack of financial and business management skills;
· Compliance with government Legislation (e.g. Cooperative Act);
· Lack of funding for IeCs (no Departmental budget for the IeCs and reliance on external funding e.g. Oil companies, who have own agendas); and
· Delays on EIA approval and land ownership issues.
 

2.7. PROPOSED SOLUTIONS
The Department together with other Government Departments, the Municipalities and the key stakeholders provide ongoing capacity building and support to the IeC Board of Directors to address the above challenges and ensure the sustainability of these centres. 

 
2.8. IeC SUSTAINABILITY STRATEGY
The Department together with other stakeholders in the programme is currently reviewing the IeC strategy that was developed in 2005 to ensure the sustainability of these IeCs. A number of workshops are being planned internally as well as with various IeC stakeholders to further interrogate issues affecting implementation of the IeCs. 
The main issues to be considered in the new strategy are the funding mechanism, roll out plan and monitoring and evaluation of the impact on the communities.
PART THREE
3. SERVICES PROVIDED BY THE OFFICE OF THE CONTROLLER 

3.1. Services Provided to the Public

The office of the Petroleum Controller was established in 2006 with the set responsibility of implementing the Petroleum Products Amendment Act, 2003 (Act No. 58 of 2003). The Act provides a legal basis for the licensing system, along with its associated Regulations and the Liquid Fuels Charter. It also authorizes the granting of licenses to manufacture, wholesale and retail petroleum products in the country. 
The office of the Controller is composed of three units namely:

Licensing operations Directorate provides customer service to licensees and prospecting applicants. Screening and evaluation of license applications falls within this area.
Regional Office Operations provide energy related services.
Monitoring and enforcement Directorate which is responsible for monitoring and enforcement in line with the provisions of the Act; which includes amongst others the following:

· Conditions of licenses;
· Labeling of fuel pumps as well displaying of correct fuel prices at the service stations; and
· Compliance of fuel specifications and standards.

3.2. Licensing
According to the above legislation a person may not: 

· Manufacture petroleum products without a manufacturing license;
· Wholesale prescribed petroleum products without an applicable wholesale license; and
· Hold or develop a site without there being a site license as well as retail prescribed petroleum products without the applicable retail license issued by the Controller of Petroleum Products.

The licensing directorate adjudicates over the processing of the above license applications. A license application could be refused owing to a number of reasons amongst which include:

·  the intended business operations not deemed economically viable;

· non compliance with Liquid Fuels Charter requirement (HDSA);

· Dual operation whereby the applicant is conducting both retail and wholesale operations which is contravention with the ACT; and 

· Non compliance with national, provincial and municipal rules (e.g. environmental regulations). 

Nine regional offices were established in 2008 in line with the government objectives of taking services close to communities and from the 1st March 2010 applications will be lodged in the regions. 

To date approximately 15 000 petroleum licensing applications have been captured. Significant progress has been made in the processing of license applications. In 2006/7 only about 5% of the captured 10 000 license applications were processed, currently of the 15000 license applications captured 82% have been processed and finalized.
3.3. Challenges
Systems related problems

The following are examples of system’s failures that have been encountered with the first version of Petroleum Products Act Licensing System (PPALS) that is currently being used:

· Licensing Systems inability to capture new applications whilst the application for the previous applicant/dealer is still pending;
· System’s inability to track applications due for renewal or temporary licenses that are expiring;
· System’s inability to generate management reports; and
· System’s inability to capture temporary licenses.
Evaluation and Assessment tools

In evaluating licensing applications the Office of the Controller uses various approved economic assessment and evaluation tools. In scrutinizing oil company franchise agreements the Controller has established that this assessment is not in line with the objectives of the Act and the Energy White Paper. This seems to be promoting vertical integration which is contravention of the above pieces of legislation. 
Compliance of fuel specifications

The compliance office has the responsibility of monitoring whether operators are selling fuel that is on specifications and standards. However the office does not have the technical expertise to do this and is currently engaging other government agencies which have this expertise. This is a very important area because intelligence and reports point to a surge of fuel that is not on spec that is coming into the country through the Mozambican border post. The Office of the Controller is engaging other government departments that have the necessary expertise.
. Service Delivery Improvements
· Systems improvement- there are numerous systems limitations which have been identified as hindrances to service delivery and in addressing these limitations the Controller will ensure that the IT strategy is aligned to the component’s operations strategy. 
· Process improvement techniques such as process mapping and re-engineering are currently being explored given its positive effect on service performance and client satisfaction if implemented properly.
· An electronic system for transferring and storing application will be     implemented to prevent applications forms and supporting documents being mislaid.
· Benchmarking and Quality Management Framework offer another opportunity of improving the licensing service delivery. A variety of quality management systems will be explored based on the needs of the Department and   applicant’s requirements.
· Capacity management and establishment of a dedicated compliance stakeholder forum to build better interaction with stakeholder on compliance issues. This forum will also be used to gather intelligence from operators on non-compliance. Starting from the 1st April 2010 the number of inspections will be increased by 100% so as to increase the compliance office visibility and to cover as many operations as possible. 
PAGE  
2

