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Background to Cennergi
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2nd March 2012: 50:50 joint venture between Exxaro and Tata Power creates 

Cennergi (Pty) Limited

+ =

Created by 

companies from 

developing nations to 

serve developing 

nations

Play a key role in the 

African electricity 

generation market

Focus on the 

investigation of 

feasibility, 

development, 

ownership, operation, 

maintenance, 

acquisition and 

management of 
electricity generation

The initial project 

pipeline focuses on 

renewable energy 

projects in South 

Africa and Cennergi’ s 

strategy is to create a 

balanced portfolio of 

generation assets



In answer to a call by General Smuts, van der Bijl

returned to South Africa in 1920 as Technical Adviser 

to the South African Government and in the second 

quarter of the twentieth century he laid the 

foundations for the development of the South African 

industry. After studying the economic conditions in the 

country, he concluded that cheap electric power, 

cheap steel and financial and technical assistance to 

the developing industries were prerequisites to further 

development.

This led to him being the architect and Chairman of 

Escom, Iscor and the Industrial Development 

Corporation. Then followed an association of Iscor 

with private enterprise, in Amcor, for the beneficiation 

of South Africa's base minerals and in Van der Bijl

Engineering for the establishment of a heavy 

engineering industry.

Where did it all start?
The Father of South African Industry – Hendrik van der Bijl
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"it is not the Government’s function to do everything for its people, but 

that it is its duty to create conditions that will encourage enterprise, not 

the type of enterprise that results in the unfair enrichment of some at 

the expense of others, but enterprise that results in equitable 

distribution of all the benefits."

Van der Bijl’s philosophy
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Where did it all start?
The Father of Indian Industry – Jamsetsi Tata

He devoted his life to four goals: setting up an iron and steel 

company, a world-class learning institution, a unique hotel and a 

hydro-electric plant.

Only the hotel became a reality during his lifetime, with the 

inauguration of the Taj Mahal Hotel at Colaba waterfront in 

Bombay (now Mumbai) on 3 December 1903 At that time it was 

the only hotel in India to have electricity. 

His successors' work led to the three remaining ideas being 

achieved:

Tata Steel (formerly TISCO - Tata Iron and Steel Company 

Limited) is Asia's first and India's largest steel company. It became 

world's fifth largest steel company, after it acquired Corus Group 

producing 28 million tonnes of steel annually.

Indian Institute of Science, Bangalore, the pre-eminent Indian 

institution for research and education in Science and Engineering.

Tata Hydroelectric Power Supply Company, renamed Tata Power 

Company Limited, currently India's largest private electricity 

company with an installed generation capacity of over 8000MW.

5



• “Freedom without the strength to support it and, if need be, defend it, 

would be a cruel delusion. And the strength to defend freedom can itself 

only come from widespread industrialisation and the infusion of modern 

science and technology into the country's economic life."

• "There is one kind of charity common enough among us… It is that 

patchwork philanthropy which clothes the ragged, feeds the poor, and 

heals the sick. I am far from decrying the noble spirit which seeks to 

help a poor or suffering fellow being… [However] what advances a 

nation or a community is not so much to prop up its weakest and most 

helpless members, but to lift up the best and the most gifted, so as to 

make them of the greatest service to the country."

Tata’s philosophy
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“The Functions of an Engineer…
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can all be embodied in one sentence – the promotion 

of the well-being of mankind” – H.J.  v. d. Bijl

1926.



Iscor and Tata to Cennergi
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Iscor 
1928

Iscor Steel (AMSA)
2001

Kumba Resources 
2001

Kumba Iron Ore
2006

SIOC

Exxaro
2006

Eyesizwe
2001

Cennergi
2012

Tata Power
1905



Growth in Electricity Demand
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By 2040, demand will grow to today’s consumption of Latin America and India 

combined
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Almost half of population has no access to grid electricity

Sub-Saharan Africa Challenge
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Are closely linked

Electricity Consumption and Economic 

Development
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Steep growth if electrification > 80%

Electrification and GDP per capita
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Could affect over 400 million people – impact of electrification on GDP per capita?

Off-grid electrification
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And displaces an existing market, industry or technology…

Disruptors are both destructive and 

creative

• Disruptor 1: African Economic 

Growth, transformation and 

rising demand

• Disruptor 2:  A shifting energy 

mix gives rise to new capital 

and players

• Disruptor 3:  Changing role 

and type of customers

• Disruptor 4:  Renewable 

Technologies

• Disruptor 5:  Changing market 

structures and dynamics

• Disruptor 6:  Smarter grids 

and systems, smarter utilities
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Especially from renewable energy project in South Africa

Competitive processes lead to lower tariffs
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Higher tariffs

Impact of poor functioning utility systems 

are
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Is more economical than Municipal and Eskom tariffs in South Africa

Leading to a situation where rooftop PV
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Current utility model will automatically change even if resisted by monopolies

Resulting in a change in market structure 

and dynamics 



• Developers take early development risk, lenders takes construction phase risk and 
pension funds takes lower long term risk

• Certainty in the policy and regulatory environment

• Commercial certainty – capital follows certainty

• RSA REIPPPP as example – any deviation from the intent creates uncertainty e.g. 
delay in announcement of W4

• Competitive environment creates credibility in process

• PPA that ensures risk is adequately mitigated and placed where it can be managed 
best.  (See slides on PPA)

• Government guarantees – R4bn debt to Eskom from Soweto residents (50% of 
countrywide unpaid Eskom accounts)

• Culture of non-payment should be changed by government intervention; that is the 
role of government and therefore risk should be taken by government

• Government guarantees attract Pension Funds, lower cost of funding and lower 
tariffs

• More funding due to European Pension funds - more projects could be developed

• Countries that create credible environment with long term certainty will entice IPPs 
to do business and add value to their electricity industries

Elements of successful IPP projects
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IPP’s Evaluation Criteria for a Project

20

Off – Taker 
(PPA)

Grid 
Connection

Land

Water

License & 
Permits

Fuel

• While all of these criteria are 
key in determining the 
commercial and technical 
viability of a power project, 
PPA is the most important 
one

• An IPP may take a risk on any 
of the other factors if the PPA 
makes adequate provision to 
mitigate the IPP’s risk



What is a “Bankable” PPA?
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A “Bankable” PPA is defined as a PPA offer that 
will support long term limited recourse project 

finance debt in sufficient volumes to meet target 
leverage levels for equity investors. 



Key Elements of a “Bankable” PPA
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• The PPA should allow the IPP to recover its fixed cost including debt service, 
fixed operating costs, and an agreed equity return irrespective of dispatch 
risk. 

• Agreed/Fixed rate tariff

Cost 
Recovery

• The PPA should be either denominated in or linked to an exchange rate of the 
currency of the power producer’s debt

• There should be no limitation or additional approvals required to transfer 
funds to offshore accounts as required

Foreign 
Exchange risk

• Depending upon the credit worthiness of the off-take and the maturity of the 
energy in the country

• PPA supported by short term liquidity instruments, liquid facilities and/or 
sovereign guarantees

• Support extension to all state entities for e.g. state owned fuel suppliers

Creditworthy 
Off-taker



Key Elements of a “Bankable” PPA
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• In order for PPAs to be bankable, most lenders require the 
off-taker to take this risk. 

Change in 
Law or Tax

• The IPP should have Force Majeure relief in the performance 
of its obligations.

• Poorly allocated risks lead to increase in electricity tariffs 
though expensive insurance and political risk covers

Force 
Majeure

• The agreement should provide for offshore arbitration, in a 
neutral location, under rules generally acceptable to the 
international community (e.g. UNCITRAL or LCIA or ICC)

Dispute 
Resolution



• CFBC Boilers – low CV, low volatiles;

• Many older dumps destroyed by spontaneous combustion;

• On average dumps 11-17 MJ/kg;

• Some dumps 17 – 23 MJ/kg;

• Ash contents typical 30 to 50%;

• Volatiles due to weathering 12 – 20%;

• Inconsistent qualities;

• Special exploration and sampling techniques;

• Safety issues e.g. gas from dumps;

• Rehabilitated dumps and closure certificates;

• Logistical cost;

• Balance sheet of fuel supplier(s);

• LOD (Life of Dump) plans?

Coal Discard Streams
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Date R/$ Tariff Cap

December 2014 10,99 82

October 2015 12,45 86

March 2016 15,50 90

Impact of R/$ Exchange rate on tariff

25



Bid Document Structure
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Coal RFP

Part A Volume 1
4x 

Schedules 

Part B

Volume 2

Part  1

Part 2
13x 

Appendices

Part 3
5x 

Appendices

Part 4
3x 

appendices

Part 5
2x 

appendices

Part 6
2x 

appendices

Volume 3

Part 1

Part 2
3x 

appendices

Volume 4

Part 1

Part 2
6x 

appendices

Volume 5

Part 1
3x 

appendices

Part 2
3x 

appendices

Part 3

Volume 6
9x 

appendices

Part C

Part D

C. Comparative & competitive criteria

D. Information in respect of affected 
parties

B. Functional & qualification criteria

A. General requirements & rules IRP, NERSA, determinations, etc

Financial qualification criteria

Forms, declarations, resolutions, 
confidentiality, letters, etc

Legal agreements: PPA, IA, ASA, IEA, 
DA 
Connection agreements: TA, DA, 
DSBA, CDA

Preffered bidder docs: Form of 
guarantee, PB undertaking

Decommisiong docs: decomm. 
guarantee, deed of trust

Technical qualification criteria

Technical forms: technical forms, 
data and schedules

Technical 
Requirements

Financial
Requirements

Legal 
Requirements

Background Info 
& Gov. Policies Legal qualification criteria

Letters of support, commitment. 
Financial model & assumptions

ED qualification criteria

ED evaluation criteria

ED compliance proof

Economic 
Development 
Criteria

PPA & IA Tables

List of firms, performance requirements, 
project details, etc



7. Proposed Project Timeline
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2015 2016 2017 2018

2. Prefeasibility Study (Phase 1):

2.1. Prelim geotech studies (2m)

8. Financial Close

9. NTP - Plant Construction (42m)

2022202120202019

10. Grid Execution (30m)

6. DoE Bid Submission

11.  COD:
COD 1st 150MW unit
COD 2nd 150MW unit

4. DoE RFP Release

COD 3rd 150MW unit
COD 4th 150MW unit

Current

7. Preferred Bidder Announced

Sufficient timelines to allow fully operational 600MW power plant at Q2 2022

1. Concept Study (2m)

2.2 Facility Site layout study (2m)
2.3 Env Scoping  Study (5m)
2.4 Eskom cost estimate (3m)
2.5 Land, coal, water  negot. (4m)

3. Prefeasibility Study (Phase 2)

5. BFS / Bid Preparation (6m)

Critical path shown in green

Full EIA 
timeline


