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Disclaimer

The information in this presentation may include forward-looking statements, which are based on current expectations and
projections about future events. These statements may include, without limitation, any statements preceded by, followed by or
including words such as “target,” “expect,” “may,” “anticipate,” “estimate,” “will,” and other words and terms of similar
meaning or the negative thereof. These forward-looking statements, as well as those included in any other material discussed
at the meeting, are subject to risks, uncertainties and assumptions, including, among other things, the development of
Sibanye’s business, general economic conditions and actions of regulators. In light of these risks, uncertainties and
assumptions, the events in the forward-looking statements may not occur. No representation or warranty is made that any
forward-looking statement will come to pass and no reliance should be placed on any forward-looking statement. No one
undertakes to publicly update or revise any such forward-looking statement.
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Introduction
•

In 2013, Sibanye recognised the risk to its operational sustainability due to an
inconsistent electricity supply in South Africa and expected price escalations

•

Subsequently, Sibanye proactively took the lead to find alternatives
to Eskom supply

•

Renewable energy from a phased, 150MW solar photovoltaic (PV),
independent power project (IPP) with first generation towards the end
of 2017 has been planned
– R3bn capital cost and operation of plant to be outsourced to developer –
Sibanye to guarantee offtake (PPA)

•

Other base load alternatives include gas- and coal-fired power stations to
supply between 200MW and 600MW are being explored
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SA electricity generation challenges
Situation

Impact

Objectives

…resulting in revenue losses
and increased costs for
Sibanye…

…and creating the need for
an energy strategy

1 Eskom has experienced
and may face challenges in
meeting future energy
demands

Power supply constraints
interrupt operational
continuity resulting in
production losses

Enhance certainty around
power supply

2 Energy costs rising
substantially year-on-year

Above inflation electricity
tariff escalations result in
significant operational cost
increases

Reduce/influence overall
energy costs

South Africa is currently
faced with an energy
challenge…

The need to create an energy strategy has been recognised and progressed
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Eskom coal power stations: stage of life
Age of Eskom coal fleet (anticipated economic life is 50 – 60 years)
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Source: Eskom MYPD3 2013/14 RCA Submission to NERSA (November 2015)
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Eskom supply shortfall forecast1

GW

1. Includes Medupi and Kusile. Assumes an
availability factor of 80% for non-renewables
and 30% for renewables.
2. South African Department of Energy
recommends a reserve margin of 15% of peak
capacity.
3. 2014 peak demand, escalated at the growth
rate set out in the integrated resource plan.
4. Plus or minus 1% growth from the base case.
Source: Department of Energy Integrated Resource Plan;
McKinsey Global Institute analysis (September 2015).

New power plants will be required after 2020 to balance demand and supply
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Rapid increase in Sibanye's electricity costs
Power costs have risen from 9% of operating costs in 2007 to over 20% in 2015,
despite consumption declining by over 15% during this period (excluding
impact from integration of Cooke assets)
Electricity demand and associated cost (2006-2015)
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Ability to manage electricity costs will create a competitive advantage for Sibanye
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Strategic action plan
Timeframe
Short term:
0 – 3 years

Description
• Security of supply – emergency diesel generators and
grid failure protocols
• Demand-side energy efficiency initiatives
• PV ground work underway, targeting end of 2017 for first
50MW phase with total project envisioned to supply 150MW
• Evaluation and development of alternative renewable
projects (e.g. wind and biomass)
• Coal, gas and energy partner (IPP) strategy evaluation
process underway

Medium to
long term:
> 3 years

• Supplement portion of Eskom demand with self-generated/
controlled/Eskom independent baseload power at a discount
to expected Eskom tariffs
• Take opportunities to invest in targeted coal/gas assets that
complement this strategy
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Energy strategy implementation

Demand-side reduction

Independent power generation

• Active energy management

• Solar PV facility (150MW)

• Energy efficiency improvements

• Beatrix underground methane
extraction and gas-engine
generation (1-4MW)

• Waste energy reduction
• Load shifting
• Installation of heat pumps

• Compressed air and ventilation
profiling

• Energy recovery turbines
• Feasibility studies of wind,
gas and coal-fired energy
generation

• Installation of closed-loop cooling
systems

A strong focus on reducing demand while creating energy independence
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Sibanye’s solar PV project
•

As part of Sibanye’s energy strategy, a solar PV
facility tied directly to mining operations has been
identified as an ideal first-step mitigation measure

•

In 2014, a 150MW solar PV project in close proximity
to Sibanye’s West Rand operations was approved

•

Capacity to provide ±30% of the peak power
needs and ±10% of its total energy requirements

•

Estimated capital requirement of R3bn → third
party funded

•

Project currently on-track to have first phase of
50MW commercially operational by Q1 2018

•

Basic engineering design, including geotechnical
investigations, completed and environmental
permitting underway

•

Decision for Environmental Impact Assessment
expected in H2 2016

Chevron Technology Venture's Questa Solar Project is
built near Chevron Mining Inc.'s molybdenum mine in
Questa, New Mexico. (Photo: Business Wire)

Weipa Solar Plant will generate electricity for Rio Tinto’s
Weipa bauxite mine, processing facilities and township
on the Western Cape York Peninsula, Queensland, Australia
(Photo: Australian Renewable Energy Agency)
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Solar PV project: cost rationale
Solar PV electricity costs have fallen to the point
that they are now comparable to Eskom’s…

… the cost of solar PV power is expected to continue to
decrease, while Eskom’s costs are expected to increase
at rates above CPI

REIPPPP solar PV vs. Eskom electricity costs

Global utility-scale solar PV LCOE
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Source: DOE, Eskom Integrated Results, IRENA

Solar PV is becoming an effective supplement to Eskom electricity
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Commercial arrangements
•

Competitive bidding process currently underway to appoint a developer to:
– finance, build, own and operate the facility and to sell power to Sibanye
through a long-term power purchase agreement (PPA)

•

Selection process will identify developer with the best execution capability
and most competitive tariff

•

Developer option offers low-risk returns with minimal capital outlay

The developer option is the best fit for Sibanye’s needs
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Proposed solar PV project location

The site selected is ideally located between the Driefontein and Kloof operations
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Preliminary solar PV plant layout
Parameter
Land area used

153MW
(base case)

193MW
(optionality)

369

503

PV module capacity
Number of PV panels
Inverter capacity
Inverter –TRFR stations
Annual power output

The useable area allows up to 193MW be installed

320W

514 458

648 956

2250kW / 2500kVA
68

86

359 340MWh 454 458MWh
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Solar PV project: key milestones and activities
2015
Q3

2016
Q4

Q1

Q2

2017
Q3

Q4

Q1

Q2

Major
milestones

Development Phase
FEED
complete

Q3

Q4

Q1

Implementation Phase
Phase 1
commercial
operations date

Developer EIA
Financial
selection approval close

Business construct and
financial modelling

Phase 1 Construction
Developer competitive
tender process

Commissioning
Developer
commercial

Activities

2018

Operational

Environmental Impact Assessment permitting, approval and appeal period

Geotechnical
studies
Front end engineering design (FEED)

EPC detailed
design
Project management coordination

The project is on track to generate first power by Q1 2018
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Baseload energy strategy
•

Baseload energy required to further reduce electricity supply risk

•

Baseload energy strategy has two parallel streams:

– identifying, acquiring and facilitating development of a baseload IPP
project (coal/gas) that meets objectives of Sibanye’s energy strategy
– identifying and acquiring value-enhancing cash-generating assets
•

Identification of coal and gas opportunities that meet the above criteria
is well-advanced

•

Other opportunities currently being evaluated but still relatively early stage
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Conclusion
•

The primary objectives of Sibanye’s energy strategy are to:
– reduce the risk of unplanned power interruptions

– increase our influence/control of energy costs by investing appropriately in
targeted sources of energy supply and reducing the Group’s overall energy
consumption

Sibanye's energy strategy will mitigate supply risks and target cost reduction
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