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SLIDE 1
Mister Chairman, your Excellencies, Ministers and Deputy Ministers, foreign visitors, ladies and gentlemen, I am honoured to have been invited once again to address this august gathering.

In my presentation at last year’s Indaba, I examined practical ways in which bulk mining and associated infrastructure development can support economic growth in Africa.  Today, I intend building on this theme by illustrating how bulk mining development in the Waterberg coalfield of South Africa has contributed to the economic development of that region and how it has the potential to contribute even further to the development not only of the Limpopo Province but also of the country as a whole and the broader southern African region. 

SLIDE 2
Map of SA showing coalfields

The Waterberg is one of the lesser-known coalfields in South Africa with only one mine operating in the area.  The coalfield is relatively far (300 km) from the economic hub of South Africa, namely the so-called Pretoria-Witwatersrand-Vereeniging (PWV) triangle of the Gauteng Province and yet it is likely to become the mainstay of South African coal production in the longer term.

SLIDE 3
Grootegeluk Mine

The Grootegeluk coal mine, the only one situated in the Waterberg coalfield, was commissioned in 1980 to provide coking coal to the steel plants of Iscor, as it was then. The establishment of this mine, 25 km from the town of Lephalale (then known as Ellisras), was nothing short of an act of faith, due to the relative isolation of the area and the need to establish adequate transport, power and water infrastructure. In what is viewed today as a visionary decision, Eskom also decided to build the Matimba power station alongside Grootegeluk, sourcing all of its coal requirements from the mine. The first power generation unit was commissioned in 1987.

Last year, Grootegeluk produced 17,4 million tons of saleable coal making it the largest coal mine in South Africa. Of this, 14 Mt were destined for Matimba, about 2 Mt were semi-soft coking coal for use by the metallurgical industry in South Africa, and 1,4 Mt were steam or PCI coal, mainly destined for the export market. The mine boasts the largest complex of coal beneficiation plants in the world, allowing it to produce a diversity of products. It is also South Africa’s lowest cost coal mine on a free-on-rail basis.

SLIDE 4
Matimba Power Station

Today, Matimba is one of the most efficient and lowest cost producers of electricity in the Eskom stable.  Our experience of working in partnership with an effective and professional organisation such as Eskom has proved to be very satisfactory, resulting in the successful optimisation and utilisation of the resources of the region, to the advantage of both parties, the local community and the country as a whole.

In terms of the development model that I mentioned at the start of this presentation, the Grootegeluk example is the ideal one to use, as the region was virtually undeveloped when the mine was started. The rural hamlet of Lephalale, some 140 km away from the closest town, Thabazimbi, had a population of about 500 people, mostly serving the surrounding farming community. Today, through the presence of Kumba and Eskom as anchor organisations, the municipality of Lephalale boasts a population of some 18 000 people with sophisticated transport, electricity and water infrastructure, as well as numerous secondary industries serving the mine, the power station and the region. It is also home to several schools and a technical college, as well as two hospitals, a number of clinics and excellent sporting facilities. Other supporting infrastructure includes a magistrate’s office, the regional police headquarters, a state veterinary laboratory and an army base.


SLIDE 5
Socio-economic impact of mine on the province

Grootegeluk mine has a workforce of about 2 100, including contractors, supporting more than 8 000 people. A large part of the annual salary bill of approximately R285 million is spent in the region and a significant proportion of the procurement of the mine is sourced locally. In addition, more than 20 % of procurement was directed at black owned and empowered entities in 2004. The mine makes a considerable contribution to the coffers of the various levels of government through taxes, levies and royalties. Training provided by the mine varies from basic adult literacy and skills training to advanced technical and vocational training. Grootegeluk, together with various other partners, is also involved in a large number of job creation and social responsibility initiatives.

SLIDE 6
Environmental Impact

A major wildlife reserve of some 14 000 ha is maintained on the mine property as part of the mine’s environmental management programme.  A commitment to responsible and sustainable use of resources and environmental conservation is equally shared by Kumba and our major business partner, Eskom, focusing on key areas such as clean coal technologies for future power generation, zero effluent operations and state-of-the-art rehabilitation.

I now come to my earlier contention that the full potential developmental impact of mining in the Waterberg region has not yet been realised. Let me first give you some background on the coal mining and power generation industry in South Africa. 

In 2003, mining companies in South Africa produced 303 Mt of coal, of which 239 Mt was of saleable quality. Of the latter, about 30 per cent was exported. Of the 168 Mt coal sold domestically, some 103 Mt (61 %) went to the electricity sector, providing more than 90 % of the electricity generated in the country.  You will agree that this is a positive picture of a mining sector that has served South Africa well.  However, there is a developing dilemma the South African coal industry will have to face in the next two decades.  Allow me to explain.

SLIDE 7
The South African Coal Dilemma

Currently production from the 44 mines in Mpumalanga province’s Witbank and Highveld coalfields represents 82 per cent of the total run-of-mine coal in the country, while the Limpopo Province’s 2 mines produce only 8 per cent. The Witbank and Highveld coalfields clearly are the mainstay of South Africa’s coal industry, as they have been for many decades. It is estimated that 74 % of the 5.3 billion tons of coal mined in South Africa from 1982 to 2003 came from these two coalfields. However, the question needs to be asked about how sustainable this production picture will be in future. 

To answer this, one needs to look at South Africa’s coal reserve position. According to the last official (and somewhat contentious and dated) reserve calculation done in 1987, almost half of the country’s in situ reserves were situated in the Waterberg basin with only some 27 % located in the Witbank and Highveld fields. Experts believe that by 2020 many of the large coal mines in these latter coalfields will have closed down or their reserves will be near exhaustion. No doubt, this fact will weigh heavily on the minds of decision makers regarding the siting of new coal powered generation capacity.

Furthermore, in addition to the question of coal resource sustainability in the Witbank-Highveld coalfields, there is also the critical question of environmental sustainability of the region. 

SLIDE 8
Lloyd’s Blanket (atmospheric pollution)

This slide shows a satellite image produced by the European space agency of nitrogen dioxide levels in the earth’s atmosphere which is indicative of atmospheric pollution. The very distinct anomaly over Mpumalanga and Gauteng, locally known as Lloyd’s Blanket, clearly shows that the development of any new coal-based electricity generation capacity in this region could not be easily countenanced.

SLIDE 9
Eskom’s capacity plan

Long-term energy planning by South Africa’s National Electricity Regulator, Eskom and the Department of Minerals and Energy, shows that the re-commissioning of the country’s three mothballed power stations (Komati, Grootvlei and Camden) will not be enough to satisfy the projected medium- to long-term growth in electricity demand. New peak generation capacity will be required by 2009 and base load capacity by 2011. The South African Government late last year announced planned infrastructure expenditure of some R107 billion for, amongst others, additional power generation capacity to satisfy the rapidly growing demand in the country.  Due to the long lead times in establishing new capacity, decisions regarding the establishment of new coal-fired brownfields and greenfields base-load capacity will probably have to be taken during this calendar year.  

In this respect, the technology of some of the other potential alternatives for base-load power generation being considered, such as the pebble-bed modular nuclear reactor, is still immature and may be 5 to 7 years away from being a commercial option. It is thus not able to bridge the supply gap. Planned natural gas-based power generation units will be utilised primarily for peak demand electricity generation.

SLIDE 10
Map showing Inga and other networks

From a southern African perspective, the project with the greatest potential for electricity generation in the longer term is undoubtedly the Inga project in the Democratic Republic of Congo. The development of this potential could generate enough energy to supply the growing needs of Southern Africa (and other parts of Africa) for a very long time. However, it is envisaged that this source will only be able to deliver energy to South Africa in 15 to 20 years’ time.

There thus clearly exists a need to bridge the gap between the energy resources provided by the Witbank-Highveld coalfields and that of Inga. This is where the Waterberg coalfield comes in. As already indicated, coal resources are plentiful, and the threat to the environment due to the development of additional generation capacity is much less than in the region covered by Lloyd’s Blanket. Brownfields expansion at Matimba and further greenfields expansions in the Waterberg would be economical due to the availability of low-cost coal and shared infrastructure, and lead times would be drastically shorter than for stand-alone options. 

Expansion of electricity generation in the Waterberg will result in the acceleration of the developmental momentum in the area. This concept could be extended into Botswana as the Waterberg coalfield continues into that country, an aspect that is already under investigation.  The Limpopo provincial government recognises the important developmental role that the expansion of power generation capacity could play.  In fact, it forms one of the cornerstones of the province’s development strategy. Kumba has high regard for the leadership role of the Department of Minerals and Energy and the Limpopo government in this respect and their encouragement of private sector-public sector co-operation.

Electricity generation does not represent the only potential of the Waterberg coalfield. Plans are already afoot to expand the coal beneficiation facilities at Grootegeluk, to produce more metallurgical coal and export grade steam and PCI coals. Further beneficiation of coal to downstream products such as market coke, char, and activated carbon is also being studied. 


SLIDE 11
Coal production

If Kumba’s vision for the Waterberg for the next decade and a half should materialise in terms of mining, coal beneficiation, power generation and other expansion, it may involve capital expenditure of more than R50 billion and an increase in coal production to well over 40 Mt per annum. Direct employment in mining, power generation and supporting services could increase to some 11 000 workers, supporting an estimated 80 000 people. 

SLIDE 12
Grootegeluk

Ladies and gentlemen, it is my contention that the Waterberg is an economical and environmentally sensible option for long-term sustainable energy supply to facilitate the growth aspirations of South and southern Africa. 

I trust that my description of the historical and potential future development of this important coalfield has amply illustrated by way of a real-life example, the importance of mining and infrastructure development for economic expansion in developing countries, especially the resource-rich countries of Africa. The South African mining industry has for more than a century fulfilled the role of development initiator in this country and is committed to continue with this role in Africa in support of the NEPAD initiative.

SLIDE 13
Closing with web-address

Ladies and gentlemen, I thank you for your attention.
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