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1. MANDATE, VISION, MISSION AND VALUES
MANDATE

'Provision of services for effectual transformation and governance of minerals and energy industries for
economic growth and development, thereby improving the quality of life’'

VISION
World-class minerals and energy sectors through sustainable development
MISSION

To regulate and promote the minerals and energy sectors for the benefit of all.

VALUES

Batho-Pele Excellence
Professionalism Integrity
Equity Loyalty

PUBLIC ENTITIES REPORTING TO THE MINISTER OF MINERALS AND ENERGY

CEF (Pty) Ltd

EDI Holdings (Pty) Ltd

Council of Geoscience

National Nuclear Regulator

South African Diamond Board *

Mine Health and Safety Council

Council for Mineral Technology Research

National Energy Regulator of South Africa
South African Nuclear Energy Corporation

* The South African Diamond Board will soon be replaced by the SA Diamond and Precious Metals
Regulator.
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MINISTER'S STATEMENT

Our strategic planning session affords us an opportunity to premise and align our planning and
implementation programmes to the overall programme of government. The main objective of our
Strategic Planning session was to evaluate our vision, mission and strategies and to anchor them to
the broad government imperatives of poverty eradication, transformation of our economy and society,
social justice, reconstruction and development.

The Statement of the National Executive Committee of the African National Congress on the occasion
of its 95" anniversary, declared this year, 2007, as the year “to intensify the struggle against
poverty”. The State Presidentin his 2007 State of the Nation Address duly stated that, “the struggle
to eradicate poverty has been and will continue to be a central part of the national effort to build the
new South Africa”.

It becomes imperative that the Department aligns its programmes and position itself to contribute
meaningfully towards the realisation of this central task of government. Programmes geared towards
the creation of jobs and poverty eradication should not find expression in our departmental activities
only, but should take root in our associated public entities as well.

CAPACITY TOIMPLEMENT

Going forward, it will be critical for us to continuously improve on our capacity to implement and
monitor the effect of our transformation strategies. The accuracy and veracity of our information and
database cannot be overemphasised as a solid platform to pursue and effect transformation. The
dearth of skills poses a major challenge in both the mining and energy sectors. Itis importantthatas a
government department, while we address our internal skills development, we also contribute
towards skills developmentin the country as a whole.

Members of staff remain our most valuable asset and strategies to improve and retain skills must be
implemented, to guarantee our success. Our performance should continue to be characterised by
clean governance and zero tolerance towards corruption.

ENERGY

As a Department charged with the responsibility of ensuring the security of energy supply for the
country, an Integrated Energy Plan that addresses all energy carriers is needed in the short to
medium term.

The pursuit of energy efficiency is neither a choice nor an option for our country. We consequently
have to reclaim leadership and champion vigorous implementation of the Energy Efficiency Accords
we had signed with other energy stakeholders. Saving energy has to be our mantra and | know we can
doitand the entire nation will certainly follow our inspirational leadership.

The commitment to universal access of electricity to all our people by 2012 remains at the centre of
our efforts in contributing towards a better life and is equally central to our role in intensifying the
struggle against poverty. We need to refine our policy on Free Basic Energy to introduce a common
approach thattargets the indigent and increase the number of FBE beneficiaries.

It makes strategic sense to take initiatives prioritising and targeting schools and clinics in rolling out
the electrification programme. The quantum effect and tremendous benefits of prioritising schools
and clinics would also make a huge difference in changing the lives of the beneficiaries for the better.
The Department has to exercise leadership in this regard.
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The restructuring of electricity distribution as encapsulated by Cabinet's decision to establish six
wall-to-wall REDS has placed our Department in the spotlight once more. Recent experience with
RED 1 has already taught us a cardinal lesson to finalise, as a matter of urgency, the EDI legislation to
guide the electricity restructuring process. We cannot afford to delay the electricity restructuring
process as its outcomes have bearings to affordable electricity pricing, especially for our rural
communities and the 2010 FIFA Soccer World Cup, amongst others.

The imperative to diversify our energy mix cannot be overemphasised. The importance of alternative
energy sources such as biofuels, has to feature prominently in our energy matrix. Consequently, the
Interdepartmental Biofuels Strategy championed by our Department, has to be tabled to Cabinet this
year. Given our favourable endowment with uranium and the need to diversify our energy mix, nuclear
enrichment for peaceful purposes including electricity generation is a most viable option as
exemplified by the Koeberg nuclear plant. To this end, policy on nuclear enrichment covering uranium
mining and beneficiation strategy has to be tabled to the Cabinet before the end of the year.

Government's targets for economic development and socio-economic transformation to improve the
quality of life of citizens could be compromised by lack of sound and integrated infrastructure
network. The ageing electricity infrastructure, the inadequacies of the liquid fuel pipelines, the
capacity constraints at depots and the paucity of refineries pose a serious challenge on infrastructure
development. This presents an opportunity for targeted infrastructure planning intervention. As a
developmental state, the capital investment of government would have to lay emphasis in growing the
economy, in particular the second economy that facilitates the inclusion of the HDAs into the
mainstream of the economy as well as contribute to skills development.

This year we plan to hold an Energy Summit to scan and optimise benefits and synergies from the
entire energy landscape of our country. We will engage all stakeholders in reviewing the Energy White
Paper of 1998, and assess the relevance of some of the policies in the context of the prevailing energy
situation.

MINING

Mining in our country makes an important contribution to the national economy. The Department thus
needs to vigorous implement the MPRDA in our efforts to grow the economy and ensure that all
South Africans share equitably in the mineral heritage of our country. Community upliftment and
development underpinned by mining operations and local government involvement in Social and
Labour Plans has to be paramount to making a break with the past. We also have a challenge to
identify areas that need refinement in the implementation of the law and pilot those through for
amendment of the law. In all this, we need to make it clear that certain pillars of the Act are sacrosanct
and therefore will not change.

I am also committing the Department to encourage and accelerate the implementation of Small Scale
Mining as a vehicle and our contribution to Broad Based Black Economic Empowerment. Small
Scale Mining presents the Department with an ideal platform to intervene positively in the second
economy thus redressing the imbalances of our painful past as well as broadening the base of
beneficiaries. Small Scale Mining should also encompass youth development and women
empowerment to give contentto government's ASGISA and JIPSA initiatives.

Beneficiation of our minerals as envisaged for example in our Diamond and Precious Metals Act
poses a challenge and a golden opportunity to build capacity and harness the developmental
potential of all our people. As we develop these skills, we need to think about placing those trained in
relevant industries. The importance of the establishment and viability of the State Diamond Trader
and the Diamond and Precious Metals Regulator in this regard, cannot be overemphasised.
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Accidents that resultin injury and loss of lives in the mines continue to blight the occupational health
and safety record of our mining industry. Whilst mining continues to be the bedrock for the
sustenance and growth of our economy, the spectre of accidents at the altar of unbridled profits and
disregard for the sanctity of life and safety of miners, is unacceptable. It is imperative that we should
boost our capacity in monitoring compliance with health and safety prescripts in the industry. The
plan this year to conduct targeted inspections and audits at problematic sites, is a step in the right
direction. Together with other stakeholders, we also have to sharpen our knowledge and acumen in
dealing with seismicity in the mines.

GENDER EMPOWERMENT

The mining and energy sectors have a common and notorious character of patriarchy and
discrimination on the basis of gender. This unholy alliance of the two sectors has to change to allow
meaningful and increased participation of women in these sectors to harness the developmental
potential of all our people. Consolidation of our gender empowerment programme and rolling it out to
the provinces has to take centre-stage in our agenda of development this year. The Department will
continue to focus on the empowerment of rural women through the Social and Labour Plan with
respect to sustainable projects, ownership and procurement. Another area of focus will be that of
mine rehabilitation with emphasis on derelict and ownerless mines in our country. Meaningful
participation of women in these projects is non-negotiable. Our women empowerment programmes
should reach out to broaden the base of beneficiaries from our minerals and energy resources to
empower. Our leadership and interventions in ensuring that formations of women in our portfolio are
assisted and placed on sound footing to broaden the base of beneficiaries from our natural resources
rather than enriching a few elites, would go along way to strengthen our democracy.

AFRICANAGENDA

The re-awakening of Africa as exemplified by the steady progress recorded by the African Union and
various NEPAD initiatives presents the Department with a golden opportunity to lend a hand in the
consolidation and advancement of the African agenda of peace and development and the creation of
a better world. Our role in the minerals and energy sectors should advance Africa's renaissance and
add impetus to the creation of a better world devoid of conflict and poverty

Ms B P Sonjica
MINISTER OF MINERALS AND ENERGY
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ACCOUNTING OFFICER'S OVERVIEW

Two years ago we embarked on a process of shifting our focus from policy development to ensuring
the implementation of our policies. As aresult the last two years have seen the development of various
computerised and non-computerised implementation systems, processes and procedures. The
challenge for us going forward is to strengthen our capacity to monitor (utilising reliable and accurate
data) — monitor the impact of our policies on the lives of South Africans, monitor the effectiveness of
our transformation processes, monitor how the Department and other government structures (like the
State Owned Entities) are participating in the implementation of government policy.

To achieve the above, we are going to ensure the alignment of our plans to the kind of skills and
competencies required as well as to the budget provided. We will need to provide adequate
resources both financial and human. Even more critical would be making critical choices in the things
that we can and cannot do in the immediate future, however, providing sustainable plans for later
implementation.

ENERGY

The same message has been echoed from both the private and public sectors that South Africa's
energy demand is fast outpacing available supply. Security of energy supply is still a key issue for
Government and all energy sources need be investigated fully. Fuel shortages and electricity
blackouts of the past year indicated the need for South Africa to better plan for energy demand and
provision. To address these challenges, we have adopted a two pronged strategy. Firstly, we will
present an Energy Master Plan that will incorporate a detailed energy infrastructure plan covering
the next five years (including 2010) by June 2007. In 2009 a modelling system to gather data that will
enable the development of energy outlook for long term planning, will be in place. This modelling
system will allow for the plan to be updated annually to take into account any changes at both policy
and technological fronts.

The current energy supply dynamics have indicated the need for improving energy efficiency in
both the production and use of energy. In setting targets for energy efficiency for the country, it has
also become clear that international standards can never be achieved without the promotion of
appropriate energy carriers for applications. In this regard, greater focus will be placed this year in
the security and promotion of gas both natural and liquefied as a thermal energy of choice.

To support the renewable energy drive, energy planning and energy efficiency, we will be
introducing a piece of legislation that will mandate the provision of energy data and the use of healthy,
safe, energy efficient and environmentally-friendly energy appliances. The same piece of legislation
will create entities that will promote energy efficiency, renewable energies, energy planning and
environmental protection.

The biofuels strategy will be published this year. The final strategy will take into account all
stakeholder comments received during the consultation process that took place at the beginning of
the year. Introduction of biofuels is part of our response to the climate change challenge facing the
world. This is but one of the many initiatives that are supported by our renewable energy subsidy
programme that commenced in earnest this year with the signing of the first subsidy contract. Most of
the renewable energy projects, because of the difficulty with moving them from an idea to a bankable
project, have very long incubation periods. Most of these projects have also applied and have
received our support for CDM credits. We are going to be pushing ahead with a drive to promote
participation by a lot more people in these much needed renewable projects
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Addressing energy poverty still remains a challenge for the Department.

Significant progress has been made within the implementation of the Integrated Nationa
Electrification Programme. Challenges of poor and the absence of infrastructure, especially in rura
areas have put a strain on the performance of the programme. A total of R1,4 billion has beer
allocated in the 2007/8 financial year, for the electrification of 150 000 households, 700 schools and al
clinics, and the building of 10 substations. We will prioritise schools and clinics, with the target of al
clinics by the end of this financial year and all schools by 2010.

The problems afflicting the electricity distribution sector are acknowledged by all as being the
fragmentation of the industry and poor regulation. This manifests as the blackouts and brownouts tha
are currently being experienced as we approach the winter. In 2007, we will focus on addressing these
problems by advancing the RED creation process and by implementing the Electricity Regulation Act.

As per the Cabinet decision of October 2006, 6 REDS are to be formed as public entities. Aroadmay
has already being finalized to establish the processes for RED rollout. In a parallel process, the ED
Restructuring Bill will be presented to parliament this year, providing the legislative framework fo
RED establishment. The biggest challenge to RED creation still remains the voluntary participatior
nature of the process due to Constitutional constraints.

Free Basic Electricity provision has further being augmented by the promulgation of the Free Basic
Alternative Energy policy, to cover those qualifying households without access to grid electricity. Ir
this way, the thermal needs of especially rural areas can be addressed.

The Department's role is limited to providing the policy framework and supporting municipalities anc
Eskom in the implementation of policy. As you might be aware, the challenge exists of blanke
covering even to non-deserving households in FBE provision. Our policy framework provides fo
limited implementation of FBE to qualifying households only.

Government recognises the role that nuclear energy can play in ensuring security and diversity o
energy supply. Amajor focus for the Department will be on the continuous improvement of skills withir
the nuclear sector commensurate with the expanding programmes such as the pebble bed modula
reactor (PBMR) programme. There will also be more investment in the research and developmen
capabilities of the nuclear sector public entities to support current and future programmes. Additiona
funding has been approved for the re-capitalisation of the South African Nuclear Energy Corporatior
(NECSA) as part of the reinvestment in the nuclear technology research and development initiatives.

A significant increase in financial expenditure within the Hydrocarbons and Energy Planning Branct
(for restructuring purposes) is envisaged over the MTEF to cater for the development of an energy
modelling system and the implementation of the Petroleum Products Amendment Act (2005) tha
includes licensing provisions for manufacturers, wholesalers and retailers of petroleum products anc
clean fuels specifications. A licensing system for all petroleum activities has been developed. In the
first six months of operation, 12 040 licence applications were received, which therefore requires
plans to capacitate the component(s) responsible for processing these applications.

MINING

The Mineral Policy and Promotion Branch will continue with its promotional activities of highlighting
the investment potential South Africa has in the mining sector. Late last year there were discussion:
that the South African Mining Sector is not attracting any new investments during the commodity
boom. In this regard an all stakeholder meeting is to be held shortly to finalise commodity strategies



highlighting issues that need to be implemented for the industry to continue attracting further
investments. However, it should be noted that the industry has already started seeing a number of
new investments due to huge investments the state has put in upgrading the infrastructure and the
certainty in the outlook of the Industry due to the efficient way in which we process licenses.

This year we will be presenting the long awaited Mineral and Petroleum Resources Development
Amendment Bill. These amendments are mainly of a technical nature and do not bring any
fundamental changes. During the latter half of the financial year we will also be bringing amendments
to the Geoscience Act which will seek to foster its alignment with the MPRD Amendment Bill

The department will continue to contribute towards sustainable development through mining by;
managing and administering the committee of the Mineral and Mining Development Board that is
responsible for sustainable development, developing a strategy for rehabilitation of derelict and
ownerless mines, and developing a strategy for the water ingress programme in the different mining
areas.

We will expedite the development of an overarching strategy to prioritise key interventions in mining
and mineral beneficiation, broadening the base of beneficiaries. We will continue to engage and
guide the provincial structures in the development of jewellery manufacturing precincts and relevant
training institutions.

The Department has developed a database for derelict and ownerless mines and a ranking
system to assist in the prioritisation of those mines that need urgent attention. More than 30% of the
identified mines are ownerless and therefore become Government's responsibility to close and
rehabilitate in the interest of neighbouring communities.

As part of our contribution to intensifying the struggle against poverty, we will continue to utilising
Small Scale Mining projects as a vehicle for BEE. We will continue to monitor the implementation of
the Social and Labour Plans as a tool to achieve the objectives of the Mining Charter, ensuring that
projects introduced by the industry are sustainable and would contribute to the long-term
strengthening of the community viability.

The challenges of backlogs in the processing of mining applications have been addressed.
Measures have been putin place to ensure the non-occurrence of these backlogs.

Last year, the Department together with the DPSA conducted an investigation into the capacity
challenges of this Department, with emphasis on the challenges brought about by the
implementation of the MPRDA and the Petroleum licensing process. Recommendations to be
implemented include management training programmes for the regional staff (to ensure greater
understanding of the requirements of the Act and improve efficiency) and creating an environment for
the sharing of best practice.

Within the Mineral Regulation Branch (responsible for the implementation of the MPRDA), we will be
developing a systematic way of monitoring industry compliance to the Charter — a way of
quantifying our output. A plan and budget will be provided this MTEF period to secure the services of
experts that will assist in evaluating the economic and financial models as well as the sustainability of
the BEEs deals.

The President announced the establishment of The State Diamond Trader with the assistance from
De Beers. As the Department, we need to ensure that appropriate skills are transferred during the
stipulated period as well as ensure that we do not loose the oversight and control of the process to the
industry.
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There is great urgency for the Mine Health and Safety Inspectorate (MHSI) to finalise the
restructuring process and come up with a detailed and practical plan on how to address skills
shortage.

The overall trend in the mining occupational related deaths has been decreasing, however the
numbers still remain far too high and the burden of occupational illness and disease also remains a
concern. The MHSI branch is currently developing a centralised information management system
which will assist in quantifying the level of impact of the programme activities on the ground. The
system will also assist with the prioritisation of planned inspections and audits of mines.

CORPORATE SERVICES

As of 1% March 2007, we will introduce the Corporate Services Branch within the Department.
Priorities for this branch will include skills development, building the Department's corporate culture,
turning DME into a learning organisation, enhancing the observance and implementation of the Batho
Pele principles within the Department.

Skills challenges in both the mining and energy sectors continue to pose serious challenges for the
Department. The Department will be focussing on the implementation of the January Cabinet
Lekgotla decisions as well as the Vulindlela outcomes in relation to capacity building within the Mining
and Petroleum licensing processes.

An Integrated Human Resource Plan will also be developed to enable the department to meet its
strategic human resource needs, resulting from the strategic plan. Based of the aforementioned, the
HR capacity of the core line-function components within the Department will be strengthened and the
Human Resource Planning function will be repositioned and restructured in line with the new Human
Resource Framework for the Public Service as issued by the Department of Public Service and
Administration.

THE DEPARTMENT'S 2007/8 MTEF BUDGET

Over the MTEF period, overall spending for the Department is projected to grow from R2, 6 billion in
2006/07 to an estimated R4 billion in 2009/10, at an average rate of 16.3 per cent. R18 million; R22, 4
million and R24,8 million has been provided for unfunded posts and administrative expenditure
relating to these posts over the MTEF. Other additional allocations have gone to the Integrated
National Electrification Programme (INEP) with R285 million for the reduction of backlogs in schools
and clinics. In 2007/8 an estimated 1 039 schools and 314 clinics will be electrified. The Council for
Geoscience and the Nuclear Energy Corporation of South Africa will receive an additional R50 million
and R145, 6 million, respectively. The new transfer payments to the Diamond and Precious Metals
Regulator (R100 million) also contributes to the increase in transfer payments.

Over the MTEF period, we project to increase our procurement spent to above 80% of the total goods
and services budget. We will be targeting mainly the areas of rehabilitation of ownerless and derelict
mines, as well as other technical services that are required by the Department from time to time.We
will continue to ensure meaningful participation of women in these projects.

The main sources of receipts for the Department are royalties and prospecting fees collected from

mining companies. Projected revenue over the MTEF period is expected to increase from R120, 8
million in 2006/07 to an estimated R146, 8 millionin 2008/09.
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Together with other stakeholders, we will sharpen our knowledge and acumen in dealing with
seismicity in the mines. The Mine Health and Safety Inspectorate's restructuring process will be
completed soon. This process will not only address capacity but will intensely look at strategies and
plans to address skills shortages within the sector.

lllegal and criminal miners remain one of the biggest threats to the employee' health and safety at the
mines, as illegal miners access current operations through various means. The Department will,
through the Mine Health and Safety Branch, be reviewing its policy on the handling of illegal mining.
2007/8 -BILLS FORTABLING

The following Bills will be tabled during the year:

Electricity Distribution Industry Restructuring Bill — will in the main, provide the legislation
framework for the establishment of the Regional Electricity Distributors (REDs).

Radioactive Waste Management Agency Bill — to create the Waste Management Agency
responsible for the management of the radioactive waste on a national basis.

Energy Bill — addresses the renewable energy drive, energy planning and energy efficiency as well
as the establishment of entities to promote the above.

Mineral and Petroleum Resources Development Amendment Bill — these amendments will be
addressing technical errors in the Act

Geoscience Amendment Bill — the amendments will mainly focus on aligning the Council for
Geoscience's mandate with the MPRDA

Adv Sandile Nogxina.
DIRECTOR GENERAL
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STRATEGIC OVERVIEW AND POLICY DEVELOPMENT

ENERGY

The major electrification programme challenge over the next MTEF period is the building of the bulk
infrastructure as approximately 80% of the households that do not yet have electricity are in the rura
areas of Limpopo, Kwa-Zulu Natal and the Eastern Cape where there is no bulk infrastructure. Already
in the 2006/7 financial year an amount of R282 million was channelled from electricity connections tc
bulk infrastructure, resulting in the reduction of household connections planned for the year.

Cabinet approved the final boundaries of regional electricity distributors (REDs) in November 2006
This is a significant milestone as it forms the basis for the restructuring of the electricity
distribution industry. The business plan for the implementation of the six REDs that will cover the
whole country geographically, is in the process of being finalised. A National Electricity Pricing
Policy is being formulated and public comments will be invited soon.

The President's commitment to universal access to energy for all our people by 2012 remains at the
centre of our efforts in contributing towards a better life and is equally central to our role in intensifyinc
the struggle against poverty. We will refine our policy on Free Basic Electricity (FBE) to introduce &
common approach that targets the indigent and increase the number of FBE beneficiaries.

The debate on climate change and security of supply is not complete without the discussion on nucle
energy. If we are to deal decisively with the challenges of greenhouse gas emissions and to reduce o
over-reliance on coal for power generation, we have to seriously consider nuclear energy as part of tl
solution. We are accelerating our work to ensure greater reliance on nuclear power generation. It is
this context that we are developing a nuclear energy policy that responds to this challenge. The dr:i
nuclear energy policy has already been submitted to Cabinet to enable consultation with oth
Government Departments. We are concomitantly addressing the issues of nuclear fuel supply. TI
proposed programme of uranium beneficiation is a response to this need. The development of
comprehensive nuclear energy industrial complex is inevitable given the envisaged scale of the nucle
programme. A strategy for the development of skills required to support this programme will |
developed. Legislation emanating from the Radioactive Waste Management Policy and Strate¢
will also be finalised during this year.

MINING

The Diamond Amendment Act, the Second Diamond Amendment Act and the Precious Metals Act, w
be implemented upon promulgation by the State President sometime this year. All preparations f
implementation are up to date, namely, constituting the boards, listing of the State Diamond Trader ar
the Diamond and Precious Metals Regulator.

During the first quarter of the year we will be tabling amendments to the MPRDA as during tt
implementation phase a number of technical inconsistances were realised. As a result certa
provisions have to be amended as they have negative consequences that were never intended in tt
spirit of the act. These include definitions, sound environmental management principles, furth
protection of certain existing rights and issues negatively affecting the development of small-sca
mining. These amendments will not be changing any of the fundamentals of the MPRDA.

Itis imperative that we boost our capacity in monitoring compliance with health and safety prescripts ir
the industry. The plan going forward is to conduct targeted inspections and audits at problematic sites.
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5. KEY STRATEGIC OBJECTIVES OF THE DEPARTMENT

Strategic Objective 1: Actively contribute to sustainable development: Contributing to infrastructure
development and economic growth, increased investment in the minerals and energy sectors in South Africa,
increasing beneficiation of minerals, increasing access to modern energy carriers and reducing the impact of mining

and energy activities on the environment and public health.

Strategic Objective 2: Redress past imbalances and bridging the gap between the first and second
economies: Through promoting broader participation in the minerals and energy sectors, direct intervention on
communities, increased BEE and SMME patrticipation and deracialising of and gender equity within the minerals

and energy sectors.

Strategic Objective 3: Review and develop appropriate structures, processes, policies, systems and skills
as well as the maintenance thereof: Alignment of structures, appropriate skills, processes, policies and systems
to enable effective and efficient implementation and execution of policy and legislation that is aimed at achieving the

key objectives of the Department.

Strategic Objective 4: Implement minerals and energy economic policies and legislation: Ensuring orderly

and equitable exploitation of minerals and energy, promoting internationally competitive prices and security of

energy supply

Strategic Objective 5: Govern the minerals and energy sectors to be healthier, cleaner and safer:
Implementing monitoring and maintenance of effective policies and relevant legislation to mining and energy
sectors by embarking on promotional and regulatory activities and programmers that will sustain and improve the

industries health and safety standards

6. FIVE STRATEGIC RESIDUAL RISKS IDENTIFIED IN RELATION TO THE STRATEGIC OBJECTIVES

The following are Five Strategic Residual Risks identified that may impact on the achievement of the Department's

Strategic Objectives.
e Failure to attract and retain personnel with right skills and knowledge;

e Failure to ensure security of supply;

e Lackofbuy-in by 1steconomy players;

DME STRATEGIC PLAN 2007/8 - 2009/10




e Fronting by designated historically disadvantaged South Africans; and
e Unpredictable market forces and socio-economic factors that affect energy and mining industries.

7. SUMMARY OF PROGRAMMES KEY FOCUS AREAS
Programme 1: Corporate Services
Purpose: “To provide a comprehensive corporate support service to the Department and the Ministry”.

Key Focus Areas:

o Render an Effective and Efficient Special Projects and Compliance Office functions - Effective
and efficient functioning of the two offices, development and approval of implementation structure.
Improve monitoring of state owned entities.

o Promotion, Monitoring and Evaluation of DME procurement spent on Targeted Groups (e.g.
BEE, SMMEs, Women, Youth and the Disabled) - Inputs into the development and implementation of
the Department strategy on BEE, SMMEs, promote, monitor and evaluate participation of BEE, SMME
and women on procurement.

o Render Effective and Efficient Human Resources Management and Development within DME -
Revised and implemented HR and HRD plans.

o Render Effective Communication and Coordination of the Department's strategy -
Communicated, monitored and coordinated international and national commitments and strategy.

Sub-Programme 1: CFO Office

Purpose: “To provide a comprehensive financial, supply chain and information management service to the
Department and the Ministry”.

Key Focus Areas:

o Promotion, monitoring and evaluation of departmental procurement spent on Targeted Groups
(e.g. BEE, SMMEs, Women, Youth and the Disabled) - Inputs into the development and
implementation of the Department strategy on BEE, SMMEs, promote, monitor and evaluate

participation of BEE, SMME and women on procurement.

o Develop and implement a Master Systems Plan (MSP) - Provide effective and efficient IT Systems,
Infrastructure capabilities & performance.

DME STRATEGIC PLAN 2007/8 - 2009/10 m
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° Effective and efficient Financial and Supply Chain Management - Provision of an effective and efficient

Financial and Supply Chain management system.
Programme 2: Promotion of Mine Health and Safety

Purpose: “Execute the Department's statutory mandate to protect the health and safety of the mine employees and

people affected by mining activities.”

Measurable Objective: Reduce mining related deaths, injuries and ill-health, through the formulation of national

policy and legislation and the provision of advice and systems that monitor and audit compliance by the mining

sector.

Key Focus Areas:

° Reduce impact of mining on public health and environment — Audit and inspection of rehabilitation
sites.

° Hazard emanating from mining which impacts on public health — Address environmental impact of
mining at source.

° Fatalities, injuries and occupational diseases relating to mining — Reduced number of fatalities,
injuries and occupational health diseases through enforcement activities, audits and inspection of mines.

Programme 3: Mineral Regulation

Purpose: “To regulate the minerals and mining sector to achieve transformation and sustainable development
in the country”.

Measurable Objective: To transform the minerals and mining sector into one that competitively contributes to
the sustainable developmentin the country.

Key Focus Areas:
o Regulate the industry to achieve transformation - Increasing the number of Historical
Disadvantaged South Africans (HDSA) participants in the mining sector, with biasness towards

woman.

o Improve administrative systems and controls for service delivery - Effective and efficient
administration through uniform administrative systems and controls throughout all the regions.
Implement and monitor the necessary structures, systems and processes to ensure compliance.

DME STRATEGIC PLAN 2007/8 - 2009/10
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o Improve capacity to deliver on legislative mandate - Improved turnaround time for applications,
compliance to MPRDA timeframe and turnaround time.

Programme 4: Mineral Policy and Promotion

Purpose: To formulate mineral related policies and promote the mining and minerals industry of South Africa
for the benefit of all.

Measurable Objective: Through research provide relevant information that will enhance global
competitiveness, review policies and formulate legislation in order to achieve transformation and attract new
investmentinto South Africa's minerals industry.

Key Focus Areas:
o Promotion of investment and broadening participation in the economy - Increasing the rate of
investment through publications, promotions and exhibitions based on statistical information gathered.

o Policy Review - Review policies and amend legislation to achieve transformation and to attract new
investment to the South African mineral industry.

o Contribution towards sustainable development - Finalisation of the National Strategy for
rehabilitation of derelict and ownerless mines, and for the mine closure.

Programme 5: Hydrocarbons, Energy Planning and Clean Energy

Purpose: To promote the sustainable use of energy resources through integrated energy planning and the
appropriate promotion, including policy and regulation development of petroleum products, coal, gas,
renewable energy and energy efficiently.

Measurable Objective: Integrated energy planning, for the sustainable use of South Africa's energy
resources. Internationally competitive energy prices. An increase in energy efficiency, through the
development and implementation of appropriate energy policy and regulation.

Key Focus Areas:

o Integrated energy planning - Develop the second integrated Energy Plan by March 2007. This is a
framework within which specific energy development decisions will be made, to balance the energy
demand with supply resources in concert with safety, health and environmental considerations.

DME STRATEGIC PLAN 2007/8 - 2009/10
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Increase access to affordable modern energy for low-income households - Phase out use of
paraffin and traditional biomass and introduce modern energy carries e.g. ethanol gel, LPG and low
smoke fuel.

Implement energy economic policies and legislation - Regulation and enforcement of certain
elements of security of supply for liquid fuels.

Non-interruption of supply related to stock held - Review commercial and strategic stocks policy
crude and refined products.

Renewable energy - Greater share of renewable energy through subsidies.

Programme 6: Electricity and Nuclear.

Purpose: To govern the electricity and nuclear sector with special emphasis on ensuring sustainable security

of supply, universal access and the development of the nuclear sector.

Measurable Objectives: To ensure a well managed efficient, safe and cost effective electricity and nuclear

industry in South Africa through policy, legislation and regulations. Achieving increased access to electricity

and globally competitive electricity prices within a safe, clean and healthy industry.

Key focus areas:

DME STRATEGIC PLAN 2007/8 - 2009/10

Security and Diversity of supply - Effective energy planning and diversification of primary energy

sources.

Effective electricity distribution - Restructuring of Electricity Distribution Industry and the
establishment of the Regional Electricity Distributors (REDs). Monitoring and evaluating the
performance of the REDs.

Universal access to electricity - Implement and oversee the Integrated National Electrification
Programme. Monitoring the implementation of free Basic Electricity.

Implementation of Radioactive Waste Management Policy - Establishment of structures and
legislation to support the implementation of the Radioactive Waste Management Policy and strategy.




8. PUBLIC ENTITIES REPORTING TO THE MINISTER OF MINERALS AND
ENERGY

Purpose: Provide related services in support of the Department's mandate through funded and non-funded

statutory bodies and organizations.

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 founding legislation requires the Minister to appoint members of the boards of all state owned entities
reporting the Minister of Minerals and Energy. Board members, with the exclusion of CEOs, are non-
executive. The department is represented on all of these boards. Boards are ultimately accountable and
responsible for the performance of the entities. They give strategic directions to the entity in line with the

mandate implementation by management.
Activities

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, 1Gas,
PetroleumAgency SA, OPCSA, and SFF.

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 has established a new and exciting division, EDC (Energy Development Corporation). This division
pursues commercially viable investments renewable energy (with the exception of natural oil and other already
commercialized 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.
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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.

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.
Key priorities for the coming MTEF period:

e Develop a CEF brand thatidentifies CEF as the energy group in Africa.

e Ensurelong term sustainability of the group.

e Ensurelongterm profitability of CEF (Pty) Ltd

e Assessand manage group risks.

e Develop group corporate governance strategy to ensure good governance and sustainability.

e EDC must promote BEE investments in alternative and clean renewable energy technologies that will
improve the quality of life for low income households.

e Establish a strategy for projectinvestment and obtain financing for group projects.

Investigate carbon credit opportunities.
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2. EDIHOLDINGS COMPANY (PTY) Ltd [EDIH]

Electricity Distribution Industry Holdings Company (Pty) Ltd was created for the sole purpose of executing the
Government's strategic objectives of restructuring the Electricity Distribution Industry (EDI) 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 objectives of the EDIH are to ensure:

o Plan, control and manage the process of the establishment and implementation of 6 financially
viable REDs.

o Retain effective control over the REDs through special voting shares.

o Manage the provision of short term support by strong and electricity providers.

o Sustainable supply to low income consumers, regardless of location or affordable prices

° Future REDs to operate on a financially viable basis aindependent businesses

o Future REDs to provide secure employment to their employees, provide skills development and

training consistent with high technology modern distribution business

o Transition to be done within the context of a comprehensive human strategy and an agreed social
plan.
o Prepare and implement an electricity distribution industry— wide social plan and other plans.

Key priorities for the coming MTEF period:

Key priorities for the MTEF period are reflected by the EDI Holdings mandate to restructure the existing
Electricity Distribution Industry entities, into financially viable Regional Electricity Distribution companies, in
accordance with National Government policy. As resolved by Cabinet on 25 October 2006, the EDI
Restructuring approach must be revised as follows:

e By31July 2007, the EDI Restructuring Billmust be in place.

e By 30April 2007, completed business case for the public entities’ creation including a capital investment

strategy.
e By 31May2007, aframework must be in place for the transfer of the Eskom assets, liabilities and staff.

e Develop EDI restructuring implementation roadmap to be approved by 31 May 2007.

The key consideration and implementation enablers for the Cabinet decision

include:

e Governance ofthe REDs
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e Infrastructure Investment Strategy
e Salary Harmonization Framework
e Surcharge principles (Municipal Fiscus and Finance Bill)

e Consolidation of RED 1 in the Western Cape to ensure that the pilotis a success. .
1. COUNCILFOR GEOSCIENCE (CGS)

The Council for Geoscience (CGS) was established in terms of the Geoscience Act, Act 100 of 1993. The
objectives underlying the establishment of the CGS are to develop and publish world-class Geoscience-

knowledge products and to render Geoscience-related services to the South African public and industry.
The mandate of the CGS, as defined in the above Actincludes:

e The systematic reconnaissance and documentation of the geology of the earth's surface and
continental crust, including all offshore areas within the territorial boundaries of South Africa.

e The compilation of all Geoscience data and information, particularly the geological, geophysical,
geochemical and engineering-geological data in the form of maps and documents, which are placed in
the public domain.

e To manage a number of national Geoscience facilities on behalf of the state, these facilities include the
National Geoscience Museum, the National Borehole library, the National Seismological network and
the South African Infrasound Observatory etc.

Key priorities for the coming MTEF period:

e Promotion and the sustainable development of South Africa's mineral resources

e Provision of geosciences information for infrastructure development and environmental management

e To continue to provide key enabling data on which ground water exploration and the harnessing of
surface wateris based.

e Todevelop and implement a large multi year programme aimed at mitigating the diverse environmental
and safety hazards, which are resulting from the 120 years old gold mining in the Witwatersrand.

e Assessment of remaining resources and predictive semi-quantitative assessment of undiscovered
mineral deposits for selected mineral commodities of strategic importance to the South African economy

e Providinginstitutional support to the promotion of small scale mining

e Develop a staff retention strategy

e Increase the scientific and technical capacity by implementing a yearly recruitment drive at all major
universities.

¢ Develop brand and marketing strategy for the CGS
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1. NATIONAL NUCLEARREGULATOR (NNR)

The National Nuclear Regulator was established in terms of the National Nuclear Regulator Act of 1999. Its
purpose is to provide for the protection of persons, property and the environment against nuclear damage,

through the establishment of safety standards and regulatory practices.

The regulator exercises safety regulatory control over the entire life cycle of nuclear installations and vessels
propelled by or containing radioactive material. The regulator also fulfils national obligations related to
international instruments concerning nuclear safety and ensures that provisions for nuclear emergency

planning are in place.
Key priorities for the coming MTEF period:

e Enforce regulatory standards and practices to ensure that an acceptable level of safety and full
compliance with conditions of nuclear authorisation and regulatory requirements is maintained by the
regulated operating organisations,

¢ Implementinnovative talent management strategy to achieve a high quality, diverse work force with the
skills needed to achieve the NNR's vision

e Strengtheningthe NNR's regulatory research programs in support of the regulatory process

e Ensure that where emergency plans are required in terms of the NNR Act, effective emergency plans
are developed, approved, implemented and managed

e Strengthen the regulatory enforcement regime

e Strengthen the analytical verification capability and capacity of the NNR Laboratory

e Implement a communications policy to improve public understanding of the issues relating to the
nuclear sector regulation

e ImplementProcess-Based Licensing (PBL)
5. SOUTHAFRICAN DIAMOND BOARD (SADB)

The South African Diamond Board was established in terms of the Diamonds Act (1986) to regulate the diamond
industry. Its main function is to exercise control over the possession and sale, the processing and the export of

diamonds and for matters connected therewith.

The objectives of the Board shall be:
e Toensure that the diamond resources of the Republic are exploited and developed in the best interest of
the country and

e To promote the sound development of diamond undertakings in the Republic.
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Both the Diamond Amendment Act and the Precious Metals Act have ushered a new era in the regulation of the
mineral industries in the country by creating an enabling environment for the beneficiation of the country's mineral
resources by widening access to rough diamonds and precious metals. The South African Diamond and Precious
Metals Regulator (SADPMR) s to replace the South African Diamond Board during the coming MTEF period.

The establishment of the Diamond and Precious Metals Regulator encompassing the regulation of the diamonds,
platinum group metals and gold will result in the delisting of the South African Diamond Board. The South African
Diamond and Precious Metals Regulator will be tasked with issuing licences and permits related with the trade of in

diamonds, gold and platinum, including the monitoring of activities related to the trade in the said commaodities.
6. MINEHEALTHAND SAFETY COUNCIL (MHSC)

The Mine Health Safety Council functions in terms of the Mine Health and Safety Act (No 29 of 1996), to advise the
Minister of Minerals and Energy on OHS legislation and research outcomes focused on ameliorating and promoting

occupational health and safety at South African mines.

The Council was constituted in 1996 on recommendations made by the Leon Commission of Inquiry into Health and
Safety in the Mining Industry, and which resulted in the promulgation of the Mine Health and Safety Act (MHSA, Act
290f1996).

The Council as well as its three statutory tripartite Permanent Committees consists of 15 non-executive members
representing the State, Employers and Employees under Chairmanship of State member. The Permanent
Committees were established in terms of Section 44 (3) (a-e) and Section 44 (4) (a-d) of the Mine Health and Safety

Actand comprises of the following:

e The Mining Regulations Advisory Committee (MRAC) is responsible for advising the council on
proposed changes to legislation, Guidelines for codes of practice and for Standards approved by the
South African National Standards (SANS).

e The Mining Occupational Health Advisory Committee (MOHAC) is responsible for advising the Council
on health policies, regulations, research, the management of health risks and data management.

e The Safety in Mines Research Advisory Committee (SIMRAC) reviews OHS risks and solicit research

projects, manage the conclusion of those projects and advice on the technology transfer of its results.

The key long-term objectives of the Council are to eliminate fatalities, reduce injuries (especially disabling injuries)

and reduce occupational diseases in the mining sector.
Key priorities for the coming MTEF period:

e Support the achievement of the milestones set at the Summit, to promote the prevention of death, injury

and disease within the mining industry,
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e Promote and drive legislative review

e Advise the Minister on health and safety issues

e Promote and facilitate the development of a preventative culture to drive health and safety agenda

e Promote and facilitate the development of capacity to drive the health and safety agenda

e Ensure the effective and efficient operation of the Council

e Monitor and review SIMRAC project for the elimination of silicosis and proactively deal with the outcomes
of the project

e Monitor and review SIMRAC project for the elimination of NIHL and proactively deal with the outcomes of
the project

e Monitorandreview the SIMRAC project on rocks bursts and rock falls

e Implement, monitor and evaluate SIMRAC research programme, to contribute to the achievements of

industry milestones.

7. COUNCILFORMINERAL TECHNOLOGY RESEARCH (MINTEK)
Mintek, South Africa's national minerals research organisation is an autonomous statutory body established in terms

of the Mineral Technology Act No.30 (1989) and reports to the Department of Minerals and Energy (DME).

Mintek's primary objectives are to research, develop and technology transfer to promote mineral technology and to

foster the establishment and expansion of mineral and associated industries.

Mintek's strategic objectives arise out of its Mandate and are grouped into the following key areas:

e Provide greater and more efficient mineral beneficiation to minerals through technology development and
transfer:

e Strengthen South Africa's position as a global supplier of mineral technologies, capital goods and
services;

e Develop and implement regional strategies for the mineral beneficiation sector, concentrating on value
addition, capacity building and broad-based development;

e Initiate poverty alleviation programmes and support the growth of small, medium and micro- enterprises
(SMMESs) in the minerals sector;

e Transform Mintek's business practices and workforce profile to ensure alignment with socio-economic
realities of South Africa;

¢ Develop the requisite human capital; and

e Comply with the appropriate quality environmental and safety legislation.
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Key priorities for the forthcoming MTEF period

Research and Development

Mintek is growing its capacity to lead and support multiple initiatives in small-scale mining beneficiation, and itis well
positioned to load projects that will benefit the national economy and support government initiatives to create
employment in mining, manufacturing and agriculture at the local level. Ongoing participation in the EU's BioMine
project, which will continue until the end of 2008, is enabling Mintek to engage in capacity building and networking

with South African Universities to promote research in bioleaching and related processes.

Mintek is expanding its activities in the field of advanced materials in order to fit in with the National Research and
Development (R&D) Strategy and supposed national initiatives, such as the Advanced Metals initiative, the
Advanced Manufacturing Technology Strategy, Hydrogen and Fuel Cell R&D Strategy, and Nanotechnology
Strategy, Specific projects include project AUTEK (for new uses of industrial uses of gold), the Platinum Development
initiative projects and support for the DST/NRF Centre of excellence for strong materials. Progress has been made
with the DST and the major platinum producers towards increasing the level of funding for research into the new

industrial uses for platinum and palladium.

The Parliamentary Grant is expected to account for 33% of Mintek's income, with research income constituting 39%
ofthe total.

Commercial operations
As a result of the upswing in the uranium market, Mintek has re-established itself as one of the foremost uranium
laboratories in the country, and further growth in processing test work for new projects is anticipated. Mintek has

compiled with all the permitting and regulations required by the National Nuclear Regulator (NNR).

Launching the first commercial product from Project AuTEK (new uses for gold) will be a priority. Test work will startin
earnest to demonstrate the ConSmelt Process for high chromite PGM concentrates, which are not amenable to
convectional treatment, as a result of the co-operation agreement with Independence Platinum. This work will form
part of a US$15 million work programme and feasibility study, scheduled for completion in 2009, on a proposed

independent smelter and base metal to serve new entrants to the PGM sector.

Exceptional growth has been experienced in the piloting of copper, nickel and cobalt recovery circuits for projects in
the DRC, Zambia and Botswana, and the current high level of work is expected to continue. Mintek's heap
bioleading technology for low — grade primary copper is expected to proceed to commercial implementation within

the nexttwo years.

Mintek is predicting a year—on —year 13% increase in its income from commercial sources for 2007/08.
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Technology exports

Mintek remains a leader in the application of advanced control strategies for the metallurgical processes. The new
Cynoprobe instrument for measuring cyanide concentrations in gold plant and environmental samples has been
rapidly accepted by industry. A new system for monitoring the arc characteristics in submerged — arc furnaces was
launched at the International Fero Alloys Conference in India and the first commercial installation is expected in the
second quarter of 2007. The first installation of the Minfurn carbon regeneration furnace in a potentially large new

market, the water treatmentindustry, is also expected.

Regional Strategies

Market is frequently called upon to support strategy and policy issues at all levels in South Africa, including
participation in the New Partnership for Africa's Development (NEPAD) and the African Mining Partnership (AMP),
through research into broad — based economic development issues around mining and minerals. A particular goal
during 2007/08 will be setting up a facilitation centre to assist small and medium —scale mining companies to comply
with the European Union's REACH legislation on the movement of chemicals, and to assist the DME and the DTl in
understanding the impact. In this regard, a Minitek representative attended the first formal presentation workshop in
Brussels in March. Other projects include a study of the social and economic contributions of mines to local
communities and an environmental input —output model for the South African mining industry.

Governance

Mintek will co-ordinate the effective induction and operation of the new Board and CEO. We expect to receive an
unqualified report from the Auditor General on the 2006/07 financials. Improved SAP training has also been instituted

throughout Mintek.

Employee recruitment and retention

Mintek's growth in capacity is being constrained by the high turnover in experienced scientists and engineers, who
are finding higher paying positions in the private sector due to the commodities boom. The salaries of this group are
being adjusted in order to close the gap. Mintek has initiated a programme to recruit a small number of experienced

engineers from abroad. Mintek aims to achieve a professional staff turnover of 16% orless in 2007/08.

Mintek aims to expand its undergraduate and postgraduate bursary programmes through strategic alliances with
universities, the National Student Financial Aid Scheme, Mining Qualifications Authority, and other research

organisations, allowing an increase in technician and engineer —in- training numbers.
8. NUCLEARENERGY CORPORATION OF SOUTHAFRICA (NECSA)

NECSAwas established as a public company in terms of the Nuclear Energy Act, Act 46 of 1999 and is wholly owned
by the state. Apart form several ancillary functions, the main functions of NECSAare to:
e undertake and promote research and development in the field of nuclear energy and radiation sciences
and technology and subject to the Safeguards Agreement;

e toprocess source material, special nuclear material and restricted material;
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e and to co-operate with persons 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:

o Decommissioning and decontamination of past strategic nuclear facilities

e Management of waste disposal on a national basis. Apart from its main operations at Pelindaba 30
km west of Pretoria; NECSA is also responsible for operating the Vaalputs national radioactive
waste-disposal facility in the Northern Cape.

e Application of radiation technology for scientific and medical purposes

e Operation of the SAFARI -1 nuclear reactor and;

e Execution of the safeguards function.

NECSA employs some 1400 people in diverse areas such as physics engineering, chemistry and electronics. The
nuclear research reactor at Pelindaba, SAFARI-1, is now one of the most commercialized such reactor in the world

with ISO 9001 accreditation and is earning South Africa significant foreign revenue.

NECSAdevelops and utilizes nuclear technology as part of the National System of Innovation. The Corporation also
serves the State's nuclear institutional obligations. Its growth strategy, Vision 2010, is aimed at contributing to

national and regional socio-economic development, in line with the New Partnership for Africa's Development.
Key priorities for the coming MTEF period:

e Upgrade the strategic monitoring of the nuclear R&D environment and be aware of the latest developments
and opportunities.

e Attractthe besttalentto NECSADby creating imaginative and challenging research projects.

e Develop aformal system and capacity to access all R&D funding opportunities.

e FormJV with PBMR for establishment of the PBMR Pilot Fuel Plant

e Establishfuel cycle development capabilities in conversion, enrichment and fuel development.

o Develop an R&D plan for the bioscience field.

e Establish the National Nuclear Manufacturing Centre to provide engineering services for the nuclear
industry.

9. NATIONAL ENERGY REGULATOR OF SOUTHAFRICA (NERSA)

NERSA is the regulatory authority established in terms of the National Energy Regulator Act, 2004 (Act No, 40 of
2004) with the mandate to "regulate the electricity industry in terms of the Electricity Regulation Act, 2006 (Act no. 4
of 2006), undertake the functions of the Piped Gas Regulator as set out in the Gas Act, 2001 (Act No. 48 of 2001),
undertake the functions of the Petroleum Pipelines Regulatory Authority as set out in the Petroleum Pipelines Act,

2003 (Act No. 60 of 2003) and to perform such other functions as may assigned to it by or under these Acts”.
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NERSAcame into being to:
o Effectively and efficiently regulate the electricity industry
o Establish appropriate processes, procedures and systems to implement the Gas Act and the Petroleum and
Pipelines Act.
e Develop an appropriate regulatory framework for the reforming electricity industry

e Promote and advise on appropriate legislation to regulate the future electricity industry
NERSA's key functions are to:

e Handlelicense applications and issue licenses;

e Settariffs and price structures;

e Setconditions of supply and standards;

e Monitor compliance with separate accounting provisions

e Monitor compliance with third party access and interconnection provisions

¢ Handle non- compliance and setting penalties and fines for non-compliance

e Investigate complains; mediate or arbitrate in disputes

e Gatherand store industry information

e Ensure non-discrimination, promote BEE and competition in the three industries;

e Ensure compliance by licensees regarding safety, environmental, health and security standards;
e Promote the improvement of the efficiency of the energy industry;

e Consult with government departments with regard to industry development, and expropriate land as

necessary to meet objectives of the relevant legislation.
Key priorities for the coming MTEF period:
The following strategic objectives will be NERSA's focus during the MTEF period:

o Toregulate the energy industry effectively and efficiently

e Toregulateinamannerthatincentivises security and reliability of supply

o Toensure thatregulatory decisions are consistent and predictable, providing certainty for all stakeholders.

e To attract, develop, motivate and retain requisite skills and competencies to ensure that NERSA carries out
its mandate effectively and efficiently.

e To prepare for the establishment of the Regional Electricity Distributors and influence the restructuring
process

¢ Tomonitor performance of the electricity industry and share the information with stakeholders

o To provide stability, certainty and predictability in regulating energy prices

e To establish future electricity capacity needs and least cost capacity plans for the energy industries to meet
the future capacity needs and provide such information to stakeholders.

e To establish effective and efficient pricing mechanisms that balances the interests of consumers, suppliers

s [
I )

and sustainability of the industry.
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ANNEXURES

MEASURABLE OBJECTIVES, IMPACT/OUTCOME. KEY ACTIVITIES, MEASURES AND
TARGETS FOR THE 2007-2010 PERIOD

Programme 1: Corporate Services

Programme 2: Promotion of Mine Health and Safety

Programme 3: Mineral Regulation

Programme 4: Mineral Policy and Promotion

Programme 5: Hydrocarbons, Energy Planning and Clean Energy
Programme 6: Electricity and Nuclear
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