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1 Executive Summary

1.1  Background

Saldanha Bay has long been acknowledged as an important resource for the sustainable growth and
development of theWest Coast region with the development of the deewater port and the
neighbouring industrial areasking place since h e 1 Bh& sl government aimed to build

on thisimportance, and dring the midninetiesthis culminated in the West Coast being designhated
asoneoff i ve Spati al Devel opment Ftomil997, averiayperied off SDI 6 s
three yearsstructures wee established, projects were developed, and international investors were
approachedculminatingin an investment conference in 1999 where some 200 projects were

presented to a high level conference of international invesamdgovernment officials

Between 1999 and 2008, Wesgrdhe official hvestment andTrade Promotion Agency of the
Western Cape established under provincial laas well as the local and provincial governmenteha
beenapproached by a number of propents of largescale projectsThese included the possibility

of certain megarojects such as aluminium smelters, titanium processing plants, large scale chemical
plants and steel processingnfortunately,obstacles of limited service infrastructure provision, a
misalignment within existg port planning mechanisms, the potential to be competitive on a global
platform, whilst ensuring sustainable job creation and the minimisation of further environmental
degradation of an area, which has a Ramsar site located adjacentdatiibutedto the inability for
initiatives to commenced.imited government cooperation between local and provincial government
due to limited coordination and planning added to the constraintsbitingthe development of

these opportunities.

Increasingly attentioturned to the possibility of establishing an Industrial Development Zone (IDZ)
in Saldanh&ayas a mechanism that, firstly, coordinated planning for and implementation of mega
infrastructure investments, and secondly, serve to attract or craw@omplengentary investments

boosting manufacturing industrial development in the region.

During 2007 the Department of Trade and Industry (the dti) initiatedprocess to reexamine the

approach, incentives arstudy the potential of newIndustrial DevelopmenZones (IDZ) It was

clear thatthe currentIDZ frameworkdid not have the level of incentis@ecessaryo spur regional

devel opment and that consi der awhichestillhaventdyieldghe had g
desired level of economic developntethat spe& to national economic policies based on sound

spatial considerations.
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With the possibility ofar evi s ed f r a menlertabletiedestern @@pédDepartment
of Economic Development and Tourism (DEDT), through Wesgro, emdxitn aPre-Feasibility
Study to identify and assess the opportunities available in the industrial and business market and
ascertain whether there are any binding constraints to establishing an IDZ progran®&danha
Bay. Demacon Consultimgas appointed in 2008as the lead consultants and the key elements
assessed in the study were the following:

1 An IDZ profiling and development zone location assessment
The Saldanha Bay Municipality economic profile
A local market profile
An industrial market analysis
A physicaknvironment assessment

A best practice analysis focussed on relevant case studies

= =4 =4 =4 4 =

A pre-feasibility assessment on the establishment of an IDZ at Saldanha Bay

A draft of the study was completed in September 2009, with a final workdiedd on the 27
October 2009involving key government officials and relevant stakeholders approving all aspects of
the report, and agreeing on the way forward. The study recommended the potential of 3 industrial
clusters, namely:
1 A Renewable Energy Production and Manufacgu@iuster,
1 An Oil Supply Base/Hub servicing the Oil and Gas Cluster and a Maritime Ship Building and
Repair Clusterand

1 A Steel and Minerals Production and Manufacturing Cluster

Key issues highlighted for consideration include the need farvamall Enironmental Management
Framework (EMF) to determine the critical limits to demginent n the bio-physical environment,;

the requirements of additional bullkater; and the need to upgrade power distribution lines. Normal
industrial development costs were @led to determine the overall costs of the project. The study
identified some 3000ha of potential land that could form the IDZ, anavided that it would be
prudent to develop the IDZ in phases. Overall the study recommended that the government move
into the next phase of a detailed Feasibility Study, culminating, if feasible, in a joint submission by the
Provincial Government of the Western CapBGWC) and the Saldanha Bay Municipality to apply to

the dti for designation of an IDZ.

Towards this end, thedti, through their The Enterprise OrganisationTEO) IDZ Special Projects
unit, partnered with the provincial DEDT the Department of Environmental Affairs and

Development Planning (DEADRYnd the SaldanhaBay Municipalityto investigate the feasibility of

October 2011 7
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establishing an IDZ at Saldanha Bay and in so doing determine the opportunities available, the binding
constraints of developmentind the ability of the regiomnd its stakeholdergo overcome these

constraints.

Wesgro was once again utilized to deliver the Feasibility Study. The process commenced with the
appointment of Element Consulting Engineers as the Project Managers in June 2010, and thereafter
the appointment of various professional service providers to underthieeresearch and analysis

required.

1.2  Purpose of the Stud vy

The purpose of the detailed Feasibility Study is to investigate the viability of establishing an IDZ
programme in SaldanhBay so as to inform thefinal decisiormaking by the Saldanha Bay
Municipalityand theWestern CapeProvincial Governmenon whether to apply for designation of

an IDZ programme by the Department of Trade and Industry (DTI) at Saldanha Bay. As such, the
socic-economic benefits, costs, risks and impacts @ehsan endeavour to society, the governmental
stakeholders and the potential private sector participamisst be determinedThe Feasibility Study
would present the holistic reasoning of an IDZ at Saldanha Bay to assist the public sector in deciding

whetherto support such an initiative.

1.3  Methodology

As the Study is a holistic document, many factors must be defined and tested against each other to
evaluate the opportunities available, such as the environmental factors present in the area, the spatial
and lanl-use vision of the area, the potential of an IDZ to compete on a global market, the potential

of the IDZ to improve the area's value proposition with the natural and msaude resources it
possesses, and importantly, the potential of the an IDZ to stireujab creation and economic

growth.

In addition, many of these factors are dynamic and iterative in nature, for example, a first iteration of
the potential inmigration trend, due to the development, is required from the economic impact

assessment modebd finalise the full costing and analysis of social infrastructure requirements, which
is part of the technical infrastructure assessment process (social infrastructure is but a part of the

overall infrastructure analysis).

Thereafter, he findingswere collated and dissected intothree development scenarios, as per

National Treasury guidelinam feasibility studiedo illustrate the nature of the IDZ over the long
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term and considering variations in some key assumptions. Thage to be made due to théong

term nature of the project and reflect changesittilation and theexchangerate for example. These
devel opment scenar i ocaad ilastraae wha industriés aqo®jectsdhe IDZnt s 6
could consist of and when these will l§heoretically) operational based upon a Pessimistic (Low)
Scenario, a Base (Medium) Scenario and an Optimistic (High) Scenario.

An Optimistic Scenario depisthigh growth in the various market sectors, optimised statutand
bureaucratigorocessesandthe most timeous undertaking o$olutions to various key challenges and
constraints.A Base Scenario depeceen 0 al | things remaining the sa
trends in market potential, competition, the availability of key resources and infcasteu and

meeting statutory and bureaucratic processes remain the samBessimistic Scenario depc

downturn of the market potential and the least timgs undertaking oolutions to addressing key
challenges, such as infrastructure provision, skillgjronmental managemernd thestatutory and

bureaucratic processes between the various key stakeholders.

1.3.1 Governance
The diagram below depicts the structumnstituted to governthe FeasibilitySudy between the
various direct and indirect stakeholde

Figure 1.1: Feasibility Study Governance Structure

Government & Advisory Panel

Steering Commiittee
* NATIONAL DEPARTMENTS: Agriculture, Forestry & Fisheries,

* the dti: Deputy Director-General of TEO Communications, Economic Development, Energy, Labour, Mineral

+  Woesgro: Chief Executive Officer Resources, National Treasury, Office of the Presidency: National Planning

* DEDT: Head of Department Commission, Public Enterprises, Public Works, SA Revenue Service, Science
+ DEA&DP: Head of Department — & Technology, Trade & Industry, Transport, Water & Environmental Affairs

+ Provincial Treasury: Head of Department .
+ PROVINCIAL DEPARTMENTS: DEDT, DEA&DP, DPW&T, Provincial
* SBM: Municipal Manager

Treasury, Office of the Premier

h
» LOCAL DEPARTMENTS: Saldanha Bay Municipality, City of Cape Town,

West Coast District Municipality
Operations Committee

* OTHER: DBSA, Eskom, Transnet (NPA, SAPO, Pipelines, HO), IDC, Wesgro
» the dti Representative

* Economic Development Department

B R

Representative Advisory Forum of Saldanha Bay
* Wesgro Representative Which is inclusive of, but not limited to
* DEDT Representative __ Arcelor Mittal, Cape Regional Chamber of Commerce, COSATU, DEDT,
* SBM Representative Eskom, Exxaro Namakwa Sands, Military Academy, Port of Saldanha, Saldanha
* External Strategic Advisor Bay Municipality, Saldanha Bay Tourism, Sea Harvest, the dti, Transnet, Wesgro,
* Project Managers West Coast District Municipality, West Coast Ratepayers
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The Saldanha Bay IDZ Steering Committee directs the activities of the Feasibility Study through a
governance structure consisting of the Operatiddemmittee, the Government and Advisory Panel

and the Advisory Forum of Saldanha Balge Steering Committee  met quarterly to determine

policy and direction, and to radjust the vision othe Saldanha Bay IDproject as and when
determined by changing prites, as reported by the Operations Committedhe members of the
committee were drawn from the dti, Wesgro, DEDT, DEA&DP, Provincial Treasury ahe
Saldanha Bay Municipalignd essentially represent the foreseeable direct stakeholders should the

IDZ programme occur

The Operations Committee  consised of representatives ofthe dti, EDD, Wesgro, DEDT,
Saldanha Bay Municipaligyy external strategic advisor on the processd theProject Manages. It
met fortnightly andwas responsible foexpenditure progress anaverall scope and direction of the
Study

A formal Government and Advisory Panel (G&AP) structure was created andonsistedof
interested government entities and agendiegive informed advice in specific areas of interest or
ownershipasthe information becameavailable from the research and analysis in the Stidy is,
the G&AP represented a formal intgovernmental toal Three G&AP seminars were held during
the course of the Study and allowed for comment to ¢pthered on the procesand results to date,
and where relevant, resulted in the-gefining of the scope of the Study.

The G&AP also presented an excellent means of identifgdditional key officials within
government entities and agenciediose engagement was paramount fhe research and data
collection and analysis process, but also, post analysis, in understanding and describing the solutions

to the key challenges identified to compile the

As the local context of the development is a major component of the potential success of the
initiative, anAdvisory Forum was constituted by Saldanha Bay Municipality to allow for the
engagement with local community and business forums and entiiesatters of interest and
concern to them The municipal representative on the Operations Committee was responsible for
the engagement with these local stakeholders, to address issues of land availability and coordination
between this forum and the Opetians Committee.As this forum was open and not restrictive in
composition, the information shared between the Operations Committee and the Advisory Forum
had to be discerning and not favourable to any potential procurement processes in the future.
Indeed, the Operations Committee had strict embargo conditions regarding the distribution of

information prior to formal approval and publication by the Steering Committee.
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1.3.2 Feasibility Study Process

Figurel.2 depicts the processes adopted for the Feasibility Study.

Figure 1.2: Feasibility Study Process
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Saldanha Bay IDZ Feasibility Study

There are two distinct phases of the Study and these eveeparated by a process of analysis
between the findings of Phaseand the further focussed analysis of Phdsd’hasel essentially
sought to eliminate the extremely unfeasible types of clustansl projectsand identify the most
feasible projects inerms of market, environmental, technical (i.e. infrastructure and technology) and
land issues (i.e. ownership and planning), as thege identified as the most important factors
which would affect the success of any industrial development initiativeaidaBha Bain the Pre
Feasibility StudyPhasel includal a Project Commercial Feasibility Assessment 1, a Land
Assessment?, a Strategic Environmental Review3, and a Technical Infrastructure

Analysis+.

The objective of Phash was to optimize the alternatives available and present plotential IDZ

form with all the benefits and costs described, and as ,s&ttase Two includk a Financial
Analysis5 and anEconomic Impact A ssessments to develop the financial projections asdcic
econonic model. Phase Two also inclublaWorkforce Assessment 7 whichaimed to identify the
labour and skills development requirements of the IDZ based upon the projects identified in Phase
One.

1.3.2.1 Phaseé Studies

Firstly, the commercial opportunities and potaitavailable to Saldanha Bay were analysed through a
detailed study, the Project Commercial Feasibility Assessment, whose scope was to verify the
feasibility of the clusters identified in the PFeasibility Study, give a detailed profile of the potential
projects which could be located within an IDZ programme and build on the resources and
infrastructure available to Saldanha Bay. Secondly, a Land Assessment was performed with the
objective to determine availability, ownership and current zoning of landhe proposed

predetermined IDZ area.

Thirdly, the infrastructure requirements for an IDZ development were determined through a
Technical Infrastructure Analysis, based on the output from the commercial assessment from which
demand could be derived. Ehiwas evaluated against existing supply and capacity in order to
determine the future infrastructure required in Saldanha Bay to support the IDZ. Fin&8lyategic

Environmental Reviewas performed to identify the major environmental concerns and ssuel

! Frost &Sullivan, 2011.

2 Urban Dynamics Western Cape, 2011.

3 Morris Environmental & Groundwater Alliances, 2011.

4BKS, 2011 Volume 1 & BKS, 2011, Volume 2.

® Grant Thornton, 2011.

¢ UrbanEcon Development Economists Western Cape, 2011.

" University of thewWestern Cape: School of Business & Finance, 2011.
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to define the element that would require detail study and consideration during the EIA process, if a
decision is taken that the IDZ will go ahead. A detaitedldanha Bay IDZ Feasibility Study: Air

Emission Modelling and Analysis was an input into

1.3.2.2 Phasél Studies

The Phasdl studesfirstly consisted of development of a financial model basethe outputs from

the Phase btudies from which CAPEX, OPEX and projected income, both foreign and local, were
modelled over a period of 25 year§he output from this Financial Analysis formed the input to the
Economic Impact #sessmenfrom which the potential contribution of the IDZ development to
GDP, GGP and jobs creation could be derived. This in turn was used to assess the potential socio
economicimpact of the IDZ development on the greater Saldanha region in the context of the

provincial and national frameworks.

1.4  The IDZ Development Scenarios

Three scenarios were developed for the Saldanha Bay IDZ development, namely: an optimistic

scenario, dase scenario and a pessimistic scenario.

1.4.1 Optimistic Development Scenario

The followingoptimisticdevelopment scenario was adopted:

1 The development of a®ffshore Supply Base and Marine Repair industry over the 25
year period. Marine Repair would start @ minimum size which would attract the West African
Oil and Gas rigs and vesseland thereafter develop in accordance with market poteniidie
indicative growth rate of this industry is 5.3%Floating Dock or a Syncro Lift system would be
includedin this initial model, but with &raving Dry Dock to become operational in Year 25
only.

1 The development of &enewable Energy industry over the 25 year period. This industry is
initially based upon the development of a Solar Water Heater manufactugitigyfavhich has a
production output of 2000 units per month, manufacturing only the flat plate collectors and
geyser tanks required in the Solar Water Heat@he indicative growth rate of this industry is
5.%%.

1 The establishment of Blade manufacturing facility for Wind Turbines in Year 4, and for
this facility to expand every 4 years until Year Z8e production capacity of each facility is 100

sets of wind turbine blades per annum W wind turbines

®A case study in New Zealand indicates thamaall Gfshore Supply Base operated on this principle is viable.
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1 The establishment of &@itanium and Zircon Compl ex for mineral beneficiation in Year 6,
and for this facility to expand in Year 12 and then again in Yeafli&.production capacity of
each complex is 15,000 tons per annum of primary beneficiated Titanium metal; 2,000 tons per
annum of Zirconium metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high
grade Silicon.

1 The establishment of Blot Briquetting Iron (HBI) Plant  in Year 10 and thereafter having
no further expansionThe production capacity of the plant is 50,000 tons per annum utilizing the
Finesmelt process.

1 The establishment of ahnDZ Customs Controlled Area /s (CCAs) to anticipate he
importation and exportation of goods to and from the IDZ.

1 The establishment and growth of aDZ Light Industrial Area /s, whose purpose will be to
house complementary downstream business enterpyisasper the Industries and Services

Areas definition.

Figure 1.3: Optimistic Saldanha Bay IDZ Development Scenario

Yr1 Yr2 Yr3 Yrd Yr5 Yr6 Yr7 Yr8 Yr9 Yr10 Yr11 Yr12 Yr13 Yr14 Yr15 Yr16 Yr17 Yr18 Yr19 Yr20 Yr21 Yr22 Yr23 Yr24 Yr25

Y5
Renewables
Yt 4 industry
Wind
Blades i s e
Optimistic S S B A SRR AR

Scenario

B & MR Industry development

Renewables Industry development.

Ye3 Yré Yrg Yr10 Yri16 Yri8 Yr20 Yr2s

0$B & MR Industry Tilzr Wind HBI Tilzr Wind Tilzr Wind Dry

IDZ Light Industrial Area Complex Blades Coxlex Blades Complex Blades Dock
IDZCCA

Wind Blades

Yr 3 Cement Phase | (Blending only) Yr 10 Cement Phase Il (Clinker)
Yr 3 Port Expansion

1.4.2 Base Development Scenario

The following base development scenario was adopted:

1 The development of a®ffshore Supply Base and Marine Repair ind ustry over the 25
year period, though at a reduced rate than the Optimistic Development Scenrmindicative
growth rate of this industry i€.3%.

1 The development of @&enewable Energy industry over the 25 year period, though at a
reduced rate than the Optimistic Development Scenalibis industry is initially based upon the
development of a Solar Water Heater manufacturing facility which has a production output of
2000 units per month, manufiacing only the flat plate collectors and geyser tanks required in
the Solar Water Heater. The indicative growth rate of this industrj.B8%.

1 The establishment of Blade manufacturing facility for Wind Turbines in Year 7, and for
this facility to expandn Year 14 and then again in Year Zhe production capacity of each

facility is 100 sets of wind turbine blades per annum for 2MW wind turbines.
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1 The establishment of &itanium and Zircon Complex  for mineral beneficiation in Year 10,

and for this facily to expand in Year 20The production capacity of each complex is 15,000

tons per annum of primary beneficiated Titanium metal; 2,000 tons per annum of Zirconium

metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high grade Silicon.

1 The establishment of &ot Briquetting Iron (HBI) Plant in Year 20 and thereafter having
no further expansionThe production capacity of the plant is 50,000 tons per annum utilizing the
Finesmelt process.

1 The establishment of anDZ Customs Controlled Area (CCA) to anticipate the
importation and exportation of goods to and from the IDZ.

I The establishment and growth of dBZ Light Industrial Area , whose purpose will be to
house complementarylownstream business enterpriseas per the Industries and Services

Areas definition.

Figure 1.4: Base Saldanha Bay IDZ Development Scenario

Ye1 Yr2 Yr3 Yrd4 Yr5 Yr6  Yr7 Yr8 Yr9 Yr10 Yr11 Yr12 Yr13 Yr14 Yr15 Yr16 Yr17 Yr18 Yr19 Yr20 Yr21 Yr22 Yr23 Yr24 Yr25

Yt5
Renewables
Base Industry -
Scenario B Ot ANNANA

B & MR Industry development

1 Renewables Industry development|
3 B

Ye3 Yr7 Yri10 Yri4 Yr 20 :,'"f;

O$B & MR Industry Wind Tuzr Wind Blades

IDZ Light Industrial Area Blades Complex Blades Complex
IDZ CCA

Yr20
HBI

Yr 3 Cement Phase | (Blending only) Yr 10 Cement Phase Il (Clinker)
Yr 3 Port Expansion

1.4.3 Pessimistic Development Scenario

The followingpessimistialevelopment scenario was adopted:

1 The development of a®ffshore Supply Base and Marine Repair industry over the 25
year period, though at a reduced rate than the Base Development Scefdm@.indicative
growth rate of this industry i8.3%.

1 The development of @&enewable Energy industry over the 25 year period, though at a

reduced rate than theBaseDevelopment Scenariolhis industry is initially based upon the

development of a Solar Water Heater manufacturing facility which has a production output of

2000 units per month, manufacturing only the flat plate collectors agdegeanks required in
the Solar Water Heater. The indicative growth rate of this industrg.B%.

1 The establishment of Blade manufacturing facility for Wind Turbines in Year 10, and for
this facility to expand in Year 20he production capacity of ehcfacility is 100 sets of wind
turbine blades per annum for 2MW wind turbines.

1 The establishment of &itanium and Zircon Complex  for mineral beneficiation in Year 12,

and thereafter having no further expansidrhe production capacity of each complex 5,000
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tons per annum of primary beneficiated Titanium metal; 2,000 tons per annum of Zirconium

metals; 3,000 tons per annum of solar grade Silicon and 5,000 tons of high grade Silicon.

1 The establishment of anDZ Customs Controlled Area (CCA) to anticipate the

importation and exportation of goods to and from the IDZ.

1 The establishment and growth of dBZ Light Industrial Area , whose purpose will be to

house complementary avnstream business enterpriseas per the Industries and Services

Areas definition.

Figure 1.5: Pessimistic Saldanha Bay IDZ Development Scenario

Yr1 Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9 Yr10 Yr11 Yr12 Yr13 Yr14 Yr15 Yr16 Yr17 Yr18 Yr19 Yr20 Yr21 Yr22 Yr23 Yr24 Yr25

Yes ‘
Renewables !
Industry |

0SB & MR Industry development

B R CANA AN ANNAN
e B B e a A SR BRSNS S
Scenario ‘
Ye3 Yr10 Yri2 Yr20
O$B & MR Industry Wind Tilze Wind
IDZ Light Industrial Area Blades Comiplex Blades

IDZ CCA

Yr 3 Cement Phase | (Blending only) Yr 10 Cement Phase Il (Clinker)
Yr 3 Port Expansion

Industry

Note: Year 1 = 2012
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1.5 Key Findings
1.5.1 Economic Effects

1.5.1.1 Gross Domestic Product

Table 1.1: GDP, average per annum, per scenario (R'million)

Combined
Base
Direct 1170 | 2235 3165 4990 7 585 14 200 6 160 9820 17 365
Indirect | 1010 1925 3040 1670 2585 4 960 2 680 4510 8 000
Induced | 520 990 1490 1800 2630 4715 2320 3620 6 205
Total 2700 | 5150 7 695 8 460 12 800 23875 11 160 17 950 31570

1.5.1.2 Gross Geographic Product

Table 1.2: GGP, average per annum , per scenario (R'million)

Combined
Base
Direct 260 505 715 2510 3730 6 810 2770 4235 7 525
Indirect 395 750 1165 665 1030 1985 1060 1780 3150
Induced | 205 400 600 725 1060 1905 930 1460 2 505
Total 860 1655 2480 3900 5820 10 700 4760 7 475 13180

1.5.1.3 Employmenti@ated

Employment from Costruction

Table 1.3: Jobsdue to Construction, average per annum, per scenario  (#)

Direct 1030 1970 2790
Indirect 885 1680 2 565
Induced 810 1545 2 325
Total 2725 5195 7 680

9 A jobis defined in the above ime person working for one year.
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Employment during Operations

Table 1.4: Jobsdue to Operations , average per annum, per scenario (#)

Direct 2730 3 655 5700
Indirect 1870 2880 5540
Induced 2670 3900 6 990
Total 7270 10 435 18 230

Table 1.5: Jobs due to Operations, over 25 years, per scenario (#)

Direct 4240 6 670 8 930
Total (incl. indirect & induced) 11 975 20 090 29 020
Total increase in jobs relative t(

current Saldanha Bay 16% 25% 34%
employment

Total averageEmployment created

Table 1.6: Total jobs created, average per annum, per scenario (#)

Combined
Base
Direct 3760 5625 8 490
Indirect 2755 4 565 8 105
Induced 3485 5450 9 315
Total 10 000 15 640 25910

1.5.1.4 Leveraged funds

Table 1.7: Distribution of funding, per scenario  ( Rrdllion)
‘ Low ‘ Base High
Government Funding (CAPEX) 5116 8 046 14 006
Private Sector Funding (CAPEX) | 17 247 29 293 46 347
Government / Private Sector 1/4 1/4 1/4

In each scenario, for each one rand invested by Governnirerdapital expenditurethe private

sector will invest four rand.
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1.5.1.5 Taxation

Table 1.8: Recovery of government spend due to taxation, per scenario (R @nillion )

(Rdmillion)

‘ Low Base High
Government Funding (CAPEX) 5116 8 046 14 006
Taxation recovered 1700 2600 4 000
% Recovery due to Taxation 33% 32% 29%
1.5.1.6 Foreign Direct Investment
Table 1.9: FDI, per midlionenari o (R®
‘ Low ‘ Base High
Private Sector Funding (CAPEX) | 17247 29 293 46 347
Foreign Funding 9 300 18 500 27 700
% Foreign of Private Sector 54% 63% 60%
1.5.1.7 Balance of Payments
Table 1.10: Bal ance of Payments, per scenario
Low Base ‘ High
Imported Capital Goods | 9 360 18 560 27770
% of Total 54% 56% 57%
Foreign Turnover 176 170 | 274740 | 519330
% of Total 78% 83% 89%
Imported Costs 6 150 9620 18 270
% of Total 5% 5% 5%
External Dividends 690 1130 1750
% of Total 48% 51% 52%
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1.5.2 Workforce Supply & Demand Effects

There is no local educational facility for the professional skills required in the IDZ. A critical
requirement is formaintenance personnel in chemical, mechanical, electrical and control engineering.
Presently there are no training facilities for these skills in the Saldanha area. Skills training for artisans
are available through the West Coast College and some recedriraining providers, but it appears

the college provides a limited number and low quality (in terms of NQF Level) of potential
workforce for the IDZ and industrial development in general. The causes of this poor output by the
college hint to fundamentakructural, environmental and soeeconomic issues. The compliment of
private training providers do assist with creating a skilled workforce for industry, but as funding is

noncommittal and fluctuating; the role they could play in skill development remairrisome.

The construction numbers oscillate in all three scenarios, which means that there is no continuity of
employment and workers will be hired and then discharged as projects start andlmeritie
operational phase there is an initial requiremefitthe various types of worker and then a gradual
build up as the projects come on stream. Whichever scenario occurs, it appears clear that the
college and private training providers cannot provide the full numbers of the various skills required
in the intial phases of the developmetit.will therefore be necessary fotDZ enterprisesindustries

to in-contract peoplefor the first few yearsBut over time, as thdacilities andkills are developed

in the areathe employment of local inhabitants wiltiease

A large number ofemiskilled personnel are required for both the constructiondathe operational
activities, but here appears to be little formal training for seskilled workers.Enterprises in the

IDZ must recognise the need for and plan¢onduct ircompany trainingo address the shortage of
supply.

The research revealed thahére are a number of people in SaldarBaywho have prior learning
skills and experiencéut who are not certified or have not@mpleted their trainingThis represents

a major opportunity to utilize local labour in the IDZ.

There will be competition from other developments forecasted in the area waiidput an even
greater strainon the capacity of existing institutions and facilities to negatepibiential negative

social impacts of heontracting
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1.5.3 Environmental Effects

The proposed location of Marine Repair operations and an OSB in Small Bay is of concern as is the
potential for increased shipping traffic (with attendant impacts and risks)iassavith the IDZ.

The current industrial activities of IOHF (Iron Ore Handling Facility), Namakwa Sands and Saldanha
Steel represent the three most significant air pollution sources affecting the proposed IDZ and other

affected parties near these induss.

The incremental air pollution impact resulting from the industries proposed for the Low and
Medium Scenarios resulted in a relatively small increase in air pollution, given that BAT (Best
Available Technology) was assumed. In isolation, these iretustere predicted to have met the
NAAQS requirements. However, with the High Scenario, with three Titanium and Zircon
Complexes of 15 000 tonnes per annum production each, in close proximity to each other, the
predicted PM10 air concentrations were showo exceed the NAAQS limit. In this case additional
reduction in particulate emissions from the proposed industries may be required. It is estimated

that approximately 5% reduction may be required.

The proposed IDZ development must be assessed cuwalg, i.e. including all other significant air
pollution sources. In combination with the existing industries, exceedances of the PM10 limit value

were predicted to increase spatially, but mainly in those areas already out of compliance.

Recycling actities in the Saldanha Bay area are focused on general waste. Existingssgoviot

cater for therecycling of industrial waste. Specific waste management infrastructure will be required
to for the IDZ due to the limited provision of existing servicasd the volumes of waste potentially
generated by the IDZ.

Planning by the District includes the construction of three desalination plants to supplement water
supply to the region, and so making water provision more costly as per normal as desalisation i
energyintensive. The total supply is sufficient for the Pessimistic and Base Scenarios; however the
Optimistic Scenario will require additional supplementation of the bulk water supply system, and in

all likelihood require an additional desalinatiompka meet this demand.
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1.5.4 Land and Infrastructure Demands
The area of land required for the development of the IDZ is estimated to cover a maximum of some
650 ha: in the pessimistic development scenario an area of approximately 260 ha will be required,

430ha in the base scenario and 650 ha in the optimistic scenario.

Although good existing bulk infrastructure is available in the greater Saldanha region, spare capacity
on infrastructure is limited. Expansion of infrastructure will be required to accomneotted IDZ,
particularly in the optimistic development scenario.

Water demand from the IDZ will vary from some 5,000 kl/d in the pessimistic scenario, to some
13,000 kl/d in the optimistic scenario. Electricity demand from the IDZ will vary from some @20,0

kVA in the pessimistic scenario to some 770,000 kVA in the optimistic scenario. The development of
the IDZ will also introduce a direct demand for an upgrading of the municipal wastewater treatment

and solid waste management facilities.

1.6 SWOT Results

A SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats) was undertaken on the
overall findings and conclusioasross each study to present a holistic view of the development

being investigated.

Figure 1.6: SWOT Analysis Framework

Helpful Harmful

to achieving the objective to achieving the objective

Build on Strengths Resolve weaknesses

Internal origin
(attributes of the organisation)

Exploit opportunities Avoid Threats

External origin

(attributes of the environment)
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Table 1.11: SWOT Results, across the scenarios

Helpful

to achieving the objective

Harmful

to achieving the objective

A Able to access a greenfield development | A High public capital investment required p4
around a deepwater port. job created.
A The industries are in line with relevant A Small locaskills pool available to the
provincial and local policy. enterprisesd especiallyin short-term.
A Sufficient land mass. A Bulk electricity demand is intensive & gre
’g A Closeaccess to feedstocks. dependant on cost of supply.
5 A Good existing transport infrastructure. A Bulk water demand is intensive.
= A Some progcts/industries are imminent and| A Ability to compete internationally in the
-% g have momentum. various markets.
S o |A Canleverage private sector funding vs.
< ;E_ government spend.
o) 2 A will support linkages to Cape Town and
= % satellite towns along that economic corrido
o] . .
E A Each scenarioaks create jobs.
& | A Each scenarioaks have anultiplier effect or]
the various sectors of the economy.
A Able to attract FDI.
A All enterprises identified benefit from being
located in an IDZ, in particular, being able |
access the CCA.
A New infrastructure and demand managem{ A Bulk electicity supply and the costs there(
systems can provide a regional solution. A Sensitivity of the environment
= A Can stimulate regional growth, social A Local skill pool will not be able to service
g upliftment, training environment. the IDZ enterprises.
S A Can increase clustering of industry. A TNPA master planning of capital expendif
-g S |A Can have more than 1 CCA & ISAs. and their operating model.
= & |A Southern portions of land are majority A High leakage of economic benefits to FDI
TCS g parastatal owned. (esp. Merges & Acquisitions).

:u'_,: S | A New incentive offering from DTI. A International competiveness, i.t.o., inflatio
ai ff; A Renewable energy enterprises support BEE, unionisation and labour laws, energ
§ National imperative of creating a renewably pricing, volatility in the rand, taxegime,

% energy market. nationalisation debateaggressive
~ | A Would be able to service the West Coast g development along Africa.
Africa market. A Outcomes from COP17.
A Climate change &mvironment sensitivity.
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1.7 Recommendations

1 InitiateIDZ in respect ofmost certain and probabélinvestmentswithin a 3-5 yearview.

T Link with Transnet Nati onal Ports Authority?o:

1 Prepare the necessary statutoiryformation for the SB IDZ application process, namely:
o Rationale behind application for IDZ designation & permit

Broad economic analysis of the province

Statutory documentation of IDZ Operator

Physical master plan of the IDZ

Infrastructure development phawith time frames incl. construction plan

Financial analysis & projections for 5 years incl. Budget for the first 3 yrs

Estimated employment opportunities

Outline of marketing plan

O O O O O O o o

Overall action plan for the IDZ

9 All processes going forward would require mwdtakeholder engagement, and therefore it
would be pertinent to retain the governance structures successfully utilized thus far to
ensure good intelgovernmental governanceglanning, budgeting &n implementéion

approach but also to fully engage with the private sector on a formal platform.
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2 Context of developmental policy and programmes

2.1 IDZs as a development tool

The IDZ programme was gazetted in 1999 as an incentive programme under thefddairing
Development Act (no. 187 of 1993). ). An IDZasspecial type aéconomic zonel (SEZ) defined as:
0A purposéuilt industrial estate linked to an airport or sea port that leverages both domestic and foreign

fixed direct investments in vatbled and expeatr i ent ed manufacturing indust

The IDZ programme was established in order to meet the challenges of globalisation in three
aspects, namely the:
1 promotion of the competitiveness of South African enterprises through the expiovalue
added manufactured products, focusing on critical sectors and value chains as guided by the
Industrial Policy Action PlathPAP Il)and the National Growth Path (NGP);
9 attraction of domestic, foreign direct investment (FDI) and select targashdanced foreign
production and technology methods in order to gain experience in global manufacturing
networks

1 development of linkages between destic and zondased industries

The current policy context as set out in the National Industrial Policy ®JRPAP, stipulates an
industrialisation trajectory through the diversion of manufacturing from traditional commodities to
the manufacturing of high value added products. At the same time, the NGP demands that more jobs
be created by transforming the Sdutfrican economy to improve its performance in terms of

labour absorption, composition and the rate of growth.

In reviewing the IDZ programme policy, it is acknowledged that the strategic intent of the IDZ
programme should accommodate the current exptioutcomes as set out by the current policy
contexts, which also include:

1 Job creation

M Skills transfer

1 Technology advancement / industrial capability

1 Increased exports

9 regional development
As a result, the strategic intent of the IDZ programme would beléverage strategic investments

into more labour absorbing sectors as identified within the IPAP and the NGP.
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The regulations for the IDZ programme were promulgated in 2000, published under regulation

gazette number 1224 of 1 December 2000 as amended dwergment notice number R1065,

published in the Government gazette nhumber 29320 of 27 October 2006. The overall regulatory

framework for the IDZ programme comprises of the following legislation:

T
T
1
1

2.2

The Manufacturing Development Act (MDA), Act 87 of 1993 asaed

The IDZ Regulations and subsequent amendments

Section 21A of the Customs and Excise Act and relevant provisions of the Value Added Tax
Report No. 14 promulgated by the International Trade Administration Commission in
accordance with the Customs anddise Act.

Incentives under the IDZ Programme

The benefits offered by the South African IDZ programme are:

1
1
T

Duty-free production for exports
VAT-suspension for supplies procured in SA

A singlewindow facility (onestop-shop) for all the necessary regulagoand documentation

services for investors

Efficient administration characterised by speed and convenience.

The Department of Trade & Industry offers the following national incentives that can benefit the IDZ

Enterprises:

T

)l
)l
)l
)l
)l
)l
)l
)l
)l
il

12i Tax Allowance

The Automotiveincentive Scheme (AIS)

The Black Business Supplier Development Programme (BBSDP)
The Business Process Services (BPS)

Capital Projects Feasibility Programme (CPFP)

The Critical Infrastructure Programme (CIP)

Manufacturing Investment Programme (MIP)

Tourism Support Programme (TSP)

Export Marketing and Investment Assistance (EMIA)

Film Production Incentive (FPI)

Sector Specific Assistance Scheme
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2.3 National socio -economic policy

The New Growth Path (NGP) statesthadb Act i ve i ndustri alrelipddargelci es u
on subsidies and tariffs for existing industries in the context of\eage policies like migrant labour

and suppression of trade unions. Responding to new global and domestic conditions in a democracy
demands sharper focus on new sourceiscompetitiveness that lie in innovation and productivity,

with an adequate base in skills, infrastructure and efficient state action, and measures to enhance

domestic and regional demand as well as extending export promotion strategically to the rapidly

I

gowing economies of the gl obal Sout h. These me

NGP (2010:17)

I n relation to the NGP, the NIPF6s main focus i
and promoting of labouabsorbing industrialisatiopath. The two policy frameworks talk directly to

the IDZ programme objectives which are focusing on the competitiveness of the South African
manufacturing sector and exports. The IDZs are therefore viewed as important industrial policy
instruments to acleve the NGP and NIPF objectives. It needs to be understood that IDZs are part

but not the whole solution for South Africads de

2.3.1 New Growth Path Plan (2010)
The New Growth Path Plan is the g¢gowethecraaont 6s pr
of decent employment opportunities through the support of labdntensive sectors and on
ensuring londerm growth through the support of more advanced industries.
This marks a notable shift from the previous national strategy (the lacated and Shared growth
Initiative of South Africa or ASGISA) in that ASGISA set targets for economic growth, while the
NGPP makes empl oyment creation (over o0jobless g
The NGP sets a target of creating 5 aih new jobs by 2020.
The new growth path will now seek to place the economy on a productemh trajectory with
growth targeted in ten ©6jobs driversod. As a f
employment potential in six key sectors andigities. These are
9 infrastructure, through the massive expansion of transport, energy, water, communications
capacity and housing, underpinned by a strong focus on domestic industry to supply the
components for the builgprogrammes
9 the agricultural valuehain, with a focus on expanding faoutput and employment and
increasing the agrprocessing sector the mining value chain, with a particular emphasis on
mineral beneficiation as well as on increasing the rate of minerals extraction
the green economywith programmes in green energy, component manufacture and services

manufacturing sectors in Industrial Policy Action Plan (see below) and
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9 tourism and certain higlevel services.

As a starting point, employment creation is planned to be stimulated few sectors including the
green economy sector. Government plans to create 300 000 employment opportunities in the green
economy by 2020, more than two thirds of which is intended to be created in construction,

operation and maintenance of new environrtadly friendly infrastructure.

2.3.2 Industrial Policy Action Plan (IPAP 2010 6 2014)
The IPAP2 constitutes a central tool in the NGP joteation strategy. It has been anticipated that
IPAP2 2011/122012/13 interventions could lead to 43 000 direct jobs a0 indirect jobs,
totalling 129 000 jobs across the following list of priority sectors as identified within IPAP2:
1 Metal fabrication, capital equipment and transport equipment
1 Green' and energgaving industries (specifically, solar power projects &edestablishment
of solar water heating systems)
Agro-processing
Automotives, components and medium and heavy commercial vehicles
Downstream minerals beneficiation
Plastics, pharmaceuticals and chemicals
Clothing, textiles, leather and footwear
Bio-fuels
Forestly, paper and pulp, and furniture
Cultural industries: crafts and film
Tourism

Business Proceservices (such as call centres)

=A =4 =4 4 4 4 4 4 A - -

Advanced manufacturing

2.4  Provincial socio -economic policy
2.4.1 Western Cape Strategic Plan (2010)
The Provincial Government ohe Western Cape has formulated a draft Provincial Strategic Plan
(PSP) that is branded on three pillars namely: Growth, Development and Inclusivity. The PSP is based
on 12 Strategic Objective$S0O9. SO1 concerns increasing opportunity for growth and gwbation,
the principles of which are that:

1 Economic growth is the foundation of successful development;

1 Growth is driven by the private sector business operating in a market environment; and
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1 The role of the state is (a) to create and maintain an enablimgrenment for businesand
(b) to support demanded, private sector driven support for growth sectors, industries and

business.

The other Strategic Objectives are the following: SORnproving education outcomes; SOS3:
increasing access to safe and efficient trans@@4: increasing wellness (in terms béalth status
outcomes); SOb5: nicreasing public safety; SO€eveloping integrated andustainable human
settlements; SO7: mainstnedng sustainabilityand optimizing resourcause efficiengy SO8:
increasing social cohesion; S@8ducing poverty; SO10ntegrating service delivery for maximum
impact; SOl1creating opportunities for growth and development in rural areasd SO12 building

the best run provincial government in the world.

The DEDAT is the leadfustodian department for SO1, and he@empiled astrategic directive or a
multi-functional programme plan to implement SG% Economic & Infrastructure Strategic Sector
Committee Steering Group (EISSSGas been establishetb drive a coherent approach and
implementation plan supported by other key provincial departments, including the Departments of
the Premier, the Department of Transport and Public Works, the Provincial Teasury, the
Department ofEnvironmental AffairandDevelopment Planning, atite Department ofAgriculture.

There are4 high level objectivefor SOL
1 To create an enabling environment that minimizes hurdles to sustainable business growth,
investment angob creation
1 To facilitate demantkd, private sectodriven government support for growth sectors,
industries and business
To improve competitiveness of the region through infrastructled economic growthand
To facilitate through EPWP the skills raopd for shared economic growth and work
opportunities.
Each high level objective will be realized throdigd implementation of a number of key economic

initiatives.

For objective onethe main driving initiative is to develop and establish a provivisiain and brand

such ag~uture Cape. This is a 30 year vision that will define a single approach to the development of
the Western Cape economy. Future Cape will underpin the City of Cape Town City Development
Strategy (CDS) and its economic developmestitategy (EDS), as well as informing the local

economic development (LED) strategies of key local government municipality

October 2011 29



Saldanha Bay IDZ Feasibility Study

The Red Tape Working Group runs a second working group to develop an integrated provincial red

tape reduction strategy, contributingtimately to reducing the cost of doing business in the region.

The main driving initiative for objectivevo is the establishment of an Economic Development
Partnership (EDP)The EDP will be a partnershipased organization that will lead, coordinated
drive economic development, growth and inclusion in the region through:
1 Economic vision, strategy and | eadership
1 Leadership and agenda setting
1 Economic and market intelligenérather than taking on the e of doing the key
research & the EDP will engage through trying to coordinate and get economic
intelligence and research onto common platforfhsuch as efforts to integrate Future
Cape and the Cityds CDS.

A second project is a provincial skills devetognt forum (PSDF) that will include representation
from all relevant role players, providing a platform for identifying skills challenges that impact on
regional growth and development, and develop shard longterm solutions to narrow the gap

between &ills supply and skills demand.

DEDAT apports demanded private sector development through its five programniesector
development, local economic development, enterprise development, and business regaitation

governance.

The main programme in ohjéve three from the perspective of DEDATIs the Catalytic
Infrastructure programme driven by its Cape Catalyst u@ape Catalyst is an initiative that drives a
set of demanded infrastructure projects aimed at:

1 Stimulating economic growth withgpecific sectorsand

1 Improving competitiveness of the region to boost export led growtidjob creation.

It therefore aims to create sustainable business energies by facilitating and coordinating all affected
stakeholders in selected megdrastructure projects. The Saldahna IDZ is a key Cape Catalyst
project. Others include the provincial telecommunication infrastructurap&Town Port Precinct;

Oude Moulen Health Technology Park, and the Fringe (East City Design Precinct).

Each of the 11 remainingd>S are developing similar high level objectives and activities that together

( F

formul ate the Western Capeds growth, devel opment
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2.4.2 West Coast District Municipality Integrated Developm ent Plan (WCDM IDP
2010 8 2014)
The WestCoa st District Municipalitydés I ntegrated
addressing key issues such as:
9 skills development
infrastructure development
enhancing tb Saldanha Industrial Corridor
women in construction
smallscale mining
tourism
early childhood development
food security

smallscale farming and the integration of emerging &mmnto the formal economy, and

=A =4 =4 4 4 4 4 -4 I

Creatinga stimulating environment for economic growth which in turn will alleviate poverty

throughout the West Coast Region

The focus is on ways to retain existing employment through restructuring the following key existing
sectors/clusters:

9 Agriculture
1 Fishing and Aquaculture
1 Construction and Mining
9 Tourism
1 Oiland gas

Most of the above is in strong alignment with tipeoposed Saldanha IDZ. There is, however,
potential conflict between tourism and agricultural priorities and industrial development. This can be
managed through appropriate spatial economies wherein certain areas are demarcated for

conservation and placegtection for tourism and agriculture.

The West Coast District Municipality Spatial Development Framework attempts to do just this by:
1 Aligning future settlement and investment with places of economic and resource potential,
also taking into account efi@ncy at regional level
Enhancing job creation opportunities
Correcting existing negative developmental legacies of the past

1 Conserving and strengthening a sense of place for all
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1 Ensuring the wise use of existing resources
9 Conserving biodiversity resources
There remain, however, trade f f s as, for example, Oensuring

conflict with waterintensive industrial activities, though these may contribute to job creation.

2.5

Local socio -economic policy

2.5.1 The SBLM IDP (Review 2010/11 )

The SBLM IDP sets out targets for a variety of actions, covering education, social welfare, housing,

sanitation and other services and economic development. The economic development targets

include:

T

T
T
1

Double the current gross Regional Product by 2014

Crede 50 percent more jobs in the local economy by 2014

Train an additional 750 technical tertiary qualified people by 2014

Achieve a 90 matric pass rate of grade 7 enrolled people by 2016,with an emphasis on maths
and science

Train 1000 people with the skdllirequired in industry and manufacturing with a key focus on
the engineering and oil and gas industry

Create high profile partnerships

It aims to achieve the above by:

T

)l
1
1
)l

Creating an oil and gas service and supply hub in Saldanha Bay

Developing the back gdort industrial corridor

Developing the Saldanha port amalti-product port facility

Developing an Iconic tourism facility on the Saldanha bay port

Establishing a public sector administrative offices hub in Vredenburg for the West Coast
District

Investhg in human resource develop through partnerships with the private sector for skills

transfer

This is in line with théSaldanh8ay IDZ as proposed.
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3 Local Context

3.1 Land Availability

The following section presents the findingof the Saldanha Bay IDZ Fdakty Study: Land
Assessmentindertaken by Urban Dynamics Western Cape. The purpose of the assessment was to
provide specialist town planning input, and in particular the spatial planning context of the area. In
addtion, the assessment compiled a conaeptievelopment framework to determine the availability

of land for the proposed IDZ, and so provide an understanding the of the opportunites and

challenges to the IDZ.

3.1.1 Spatial Planning Context

Since the 1992 Urban Structure Plan for Vredenburg, Saldanfidats environs , up until present
dayds municipal Spati al Devel opment Framewor Kk
development to the north of Saldanha Bay Harbour has been eminent in various spatial ard socio
economic development polies and plans . This principle has long been thought the best stratagem

to unlock the benefits of the investment in the deeater port, the neighbouring industrial areas

and the rail and transportation infrastructure

And, under the auspices of Section 10 of the Manufacturing Development Act (Act 187 of 1993), the
principle of developing a Oback of portdé area
an Industrial Development Zone (IDZ) which encouradge®ign direct investment into competitive
valueadded production and manufacturing processes in a location serviced by world class
infrastructure, effective administrative support services in order to promote and support economic

growth, job creation andgkill development.

The most recently approved spatialplanning guiding document, the Saldanha Bay: Spatial
Development Framework, formalises the historic concept of concentrating industrial development
into a distinct 0l ndu s narthwarbds uib ther R48 @nd 6eastand i ¢ h
westwards from the SisheBaldanha railway line. The Industrial Corridor is generally bounded by
the topography and road networks of the area,
Corridor 6 cee the tovend of ISadanka and Vredenburg to facilitate focussed urban
growth.

The Industrial Corridor concept allows, Hprinciple, for the establishment of an IDZ, though not
necessarily for the full extent of the Corridor, which is quite vast. Certaithlg relatively flat
topography of the area would prompt a concern over visual impacts. Furthermore, the Industrial

Corridor is hemmed in on the south by the losigrm development plans of the National Ports
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Authority, under whom the jurisdiction of the adhe Saldanha Bay Port lies. The necessary linkages
between the Port area and the Industrial Corridor are discussed elsewhere, but suffice to say in
terms of beneficial spatial planning, the approach to development of these areas must be

complementary to eeh other.

Another limitation and consideration of the current spatial planning context is thepbisical
environment within which the IDZ must operate. The SDF contains a synthesis of relevant data on
the bio-physical environmett and identifies sensitive and conservation worthy areas in the
municipality. Such an area has been identified in the SDF and EMF as a Critical Biodiversity Area
(CBA) and hence such designation mandates that further loss of natural habitat be avoidbedtand t
every attempt be made to avoid loss or disturbance of special biodiversity features. With that
mandate in mind, a fundamental principle of staying outside of the CBAs, and utilizing further
restriction v has lzeenadoptdédfineth8tudy,owhen éevaluating the land space

available to the IDZ.

Figure 3.1: Saldanha Bay Spatial Management Concept

Rivers
~—— Secondary Road

A\
\ <M
p
\\.//
v [ open Space Corridor
| 2itetd L

B Frotected Aeas
| tangstaanweg firforce Base
| industrial Extension
| Residentia Extension
Sl
/ | Core Urban Area
s 2. 7%

Source: Urban Dynamics Western Cape, 2011

1 pata included was infornian on topography, drainage, protected natural areas and areas under
conservation agreement, the Cape West Coast Biosphere Reserve, an overview of biodiversity conservation in
South Africa, biodiversity conservation in the study area and information gnthkeeats to biodiversity
conservation in the Cape Floristic Region.

1 A buffer zone of 35m has been applied around all CBAs on the advice of the Environmental Assessment.
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Similarly, the protection of the marine ecosysteaspecially in Small Bay, ne¢d be ensured and
no further degradation of this marine ecosystem should be allowed or at least minimized by the type

of development allowed in the Port.

3.1.2 Spatial Legislative Requirements of an IDZ
The dti regulations and glgline$?, understandably do not prescribe the size of an IDZ programme,
as this is dependent on the financial and economic proposition of the venture, however the
guidelineglo require that certain areas be identified and provided for in an IDZ, namely,
1 one or a multiple ofCustom<ontrolled Ared€CASs) as defined in Section 21A(1) of the
Customs and Excise Act (Act 91 of 1964);

1 and Industries and Services AIr¢88s) which areareas outside of the CCAswhere

manufacturing and services industries threty not be importers or exporters; and services
industries in support of the CCA operations and general IDZ developnferuding, but
not limited to, logistical services, transportation services, distribution services etc.), may

locate.

In terms of oveall layout, the guidelines indicate that development of land for the purposes of an
IDZ need not necessarily be contiguous with the port (to be utilized), but that contiguous and
adjacent areas with the port would be preferred. In the case that-oomtiguious portions of land

are identified, the guideline®t a maximum distance of 5km between the port and the IDZ and that
the dti reserves the righto refer for the opinion of the South African Revenue Service (SARS)

to the administrative difficultiethat can result from approving a CCA within such Roontiguous
portions ofland. It is however, most beneficial and important to locate the CCA as close as possible

to a Port due to its functions in an IDZ.

3.1.3 Current Locational Attributes

Within the Industrial Corridor identified in the SDF and curtailed 6¥8As and the buffer zone,
approximatelyl440 hectares are available for industrial development, but this total land mass is
separated and distributed across the Industrial Corridor byASBexisting enterprises, existing rail,

road, bulk electrical networks, bulk water networks and stormwater canals and culverts.

This effectively produces oOpocketsod of devel opme
the location and spread ofhe factors mentioned above, eses some of these pockets to be

displaced from existing enterprises and infrastructdréwo major supportive requirements for

development of any potential enterprisehe CBA corridor in particular, which extends east teest

12 Department of Trade & Industry, 2008
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approximately between the Exarro Namakwa Sands and Arcelor Mittal Saldanha Steel facilities and

effectively creates a northern and southern region of industrial development potential.

Of these pockets of development, to the south the majority of owstdp lies with only a few
landowners, and in particular, parastatal entities. To the north, the majority of ownership lies with a
number of small private owner$his represents a major constraint to the development of an IDZ as
control of land will haved be shown in the application for designation for an IDZ. In additibe, t
majority of the properties currently have an Agricultural Zone | zoning. Some properties already
have industrial zoningandthere are several pending applications in threlustrid Corridor which

will confer industrial zonings to propertigékthe applications are successful.

As stated previously, the region is cresssed with an extensive network of rail, road, water and
electrical networks and access to this infrastructure df great importance to any industrial
development, in particular those larger industries which require access to railway lines and major

transport routes.

Also stated previously, the topography of the region is relatively flat and might incur negatiaé
impacts, dependent on the scale and intensity of the industrial developrmedivill necessitate
strict urban design guidelines for industrial developments relating to coverage, height, aesthetic
standards etcThe proximity of the town of Saldanhto the southwest of the Industrial Corridor,
further excludes that area of the Corridor from accommodating any lascge industry, due to the

possible negative social impacts on Saldanha residents.

3.1.4 Statutory Development Processes

The statutory rezonig and subdivision process in terms of the Land Use Planning Ordinance
(LUPO) (No. 15 of 1985) will be similar for most of the properties located in the Industrial Corridor
as the majority are zoned for Agricultural use. Assuming that an Environmentalt IAgsessment
(EIA) would be required, an integrated LUPO/NEMA process would require a minimum of 18
months to complete in terms of the generic statutory timeframes required by NEMA when
measured from the submission of the application form. Various stwdesd have to be completed
before the commencement of the statutory process. The full approval process can therefore be

estimated at approximately two years.

The two statutory processes would run in parallel, with the NEMA Environmental Authorisation

required before the final LUPO approval can be issued by the Saldanha Bay Municipality.
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It should further be noted that land use approval in terms of LUPO and NEMA legislation is only
valid for five years and three years respectively. A phased developmerggsréor the IDZ would
therefore require several different application processes over the development lifetime of the
project.

3.2 Environment

As environmental concerns were raised in the Heasibility Studyan environmental assessment

was undertaken byMorris Environmental & Groundwater Alliance@MEGA to examine the
implications of the Saldanha Bay ID& the environment of the area and similarly, whether the
environmental conditions in the Saldanha Bay municipal area may have an influence on tha Saldanh
Bay IDZ.

As the status of the project is at strategic level, it was considered prudent to essentially structure
the assessment around similar guidelines &ftrategic Environmental Assessment (S&&}pus an
Environmental Impact Assessment (EiAgs the former would provide strategidevel input and
guidanceon the anticipated development. An EIA methodology would be suitable fomitigidual

or site-specific development proposgiestFeasibility Study stage when the development requires

the necesary planning and approvals before construction can begin.

3.2.1 Environmental Planning Context
3.2.1.1 Saldanha Bay Environmental Management Framework (EMF) (current)
The Saldanha M, commissioned by the Western Caf@epartment of Environmental Affairs &
DevelopmentPlanning (DEA&DH3} underway and is due for completion shortly. The study area is
the Saldanha Bay municipal area, the West Coast National Park and the southern part of the Berg
River municipal are@he EMF is made up of the components, namely
1 A datus quo assessmenthich involves the evaluation and integration of baseline
environmental information (including pressures and trends), which is then used to identify
the environmental opportuniéis and constraints in the area.
1 A dtrategic analysisvhich is concerned with understanding the policy context (national,
provincial and local) and developing a vision, objectives and principles that is in keeping with
sustainable development and which takes cognisance of the opportunities and constraints

evaluation.

13 Regulation 1(1) of GN 543 of 18 June 20li@tss that "environmental impact assessment”, means a
systematic process of identifying, assessing and reporting environmental impacts associated with an activity and
includes basic assessment and S&EIR (Scoping and Environmental Impact Report).
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1 A Srategic Environmental Management Plan (SEMh contains thestrategielevel action
planwhich is developedn broad termsto address he ohow t o6 aspects of
objectives deved in the strategic analysis.

The purpose of the EMF isotprovide a framework to facilitate the pursuit of a sustainable
development path in the geograpaiarea which it is concerned.o this end, the EMF must have
the environmental right in the Bill of Rights and thélational Environmental Management Act{A
107 of 1998, commonly referred to alNEMA, principlesas its foundationThe purpose of the EMF

can therefore be capturedintheocn c e pt of oOwi se use of | ando.

In accordance with this contexstrategic goalsvhich are pertinent for the IDZ arisingdm the EMF
are:
To ensure that the integrity of the ecosystems is not undermined.
To optimise the use of resoges and avoid wasteful and inefficient uses.
To promote the quality of life of communities through the provision of sustainable
employment andeconomic benefits for an area and avoiding development thadiymres
profits for a few people.
9 To improve the quality of relationships within human communities and between people and
the ecological communities within which they exist.
To maintain valuablend irreplaceable cultural heritage.
To retain fertile arable land for agricultural uses and food security purposes.

To protect community hedh and avoid human health risks.

= =/ =4 =

To ensure equitable access and provision of resources within the carrying gapatie

natural resource base.

The overallstrategic (management) objective to guide planning, development and denggiarg
t hat has been formulated in the EMF is as follc

resources, positive changeenar aged . 6

4 The Billof Rights in the Constitution includes the environmental right in section 24, which states that all
South Africans have a right to an environment that is not harmful to their health orlveétlg and to have the
environment protected for the benefit offesent and future generationSection 24 (b) requires (i) prevention

of pollution and ecological degradation and (ii) the securing of ecologically sustainable development, while
promoting justifiable economic and social development.
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3.2.2 Current Environmental Attributes

3.2.2.1 LandBiodiversity

Saldanha Bay has a sensitive biodiversity landscape; it has fourRaitesaa large proportion of
Critical Biodiversity Area (CBA) within its boundarje€apeNature conservation areas, South
African National Parks Board conservation areas, local nature reserves and private nature reserves
(Urban Dynamics Western Cape, 2011Certainly the conservation of these areas and their
ecosystems is important for globalodiversity and loss of relatively undisturbed areas of these

ecosystems would severely compromise the realisation of conservation targets.

With regards to the IDZ, the CBAs where of paramount influence to the land availability question
and therefore, at he out set of the Feasibili-gpdStodyg &aho:
areas was set within the team. Furthermore, a buffer zone of 35m was applied to the edge of all

CBAs toavoid or at least minimise potential negative impacts that can dwis¢o edge effects

Further into the study, it was consideraghluable to obtain more detailed information on the GBA
relevant to the IDZ and a specialist study on the extent, classification and conservation management

measures possible wasdertaka by Nick Helme Botanical Surveys.

The investigations revealed that a few areas which were previously classified as CBA had been
significantly degraded and perfonmry little or no ecdogical connectivity function.nBy are thus
considered to be of lined regional conservation value, and do not contribute to meeting regional
conservation targets for either species or vegetation tygdsere arewholly located within the Port

of Saldanha land (owned by Transnet ladyl the total areaamounts to 162.6ha.

Alternatively, some areas which were not designated as CBAs were found woliby vegetation
as it wasknown to support rare and localised plant species or good (high diversity) examples of
threatened habitat. The locations of these sites were spreaside and outside the Industrial

Corridor and had acombined areaf 456.9ha.

These resulfgodampmadi nbepbeostructures the overall
conservation factors within the Feasibility Study.

5 A wetland or water baly of international significance and so recognised in terms of the Ramsar Convention
(The Convention on Wetlands of International Importance, especially as Waterfowl Habitat). This is an
international treaty for the conservation and sustainable utiligatib wetlands Sites are Langebaan Lagoon,
Jutten Island, Malgas Island & Marcus Island.

16 Edge effect is defined as the effect of the juxtaposition or placing side by side of conteasfimgpments on

an ecosystemThis term is commonly used ineference to the boundary between natural habitats and
developed or disturbed land.
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3.2.2.2 Water Biodiversity

The Langebaatagoon is an internationally recognised conservation area and is a designated Ramsar
site. With respect to the Bay, there is conceron deterioration of water quality and ecological
functionng, particularly in Small Bayhis is evidenced by egoing research under the auspices of

the Sallanha Bay Water Quality Trust he | at est o0State of the Baybo
has stabilised in some areas and that there has been improvement in some water quality parameters.

Notwithstanding, sigificant concerns remain in relation to Small Bay.

3.2.3 Air Quality 7

Findings in respect of the baseline situation can be summarised as follows:

The baseline air quality environment, which portrays the status quo of current activities in the area,
indicated hat

1 PMjio exceedances were predicted in the vicinity of the Saldanha Iron Ore Handling Facility
(IOHF) and Exarro Namakwa Sands. Daily NAAQS exceedances were predicted in the
vicinity of t he Transnet Port Ter mi nal ,
Saldanh&Vorks.

1 NO is rapidly converted in the atmosphere into the much more poisonous nitrogen dioxide
(NOy). The rate of this conversion process is determined by both the rate of the physical
processes of dispersion and mixing of the plumel &me chemical rea@in rates. No
exceedances of the annual or hourly NAAQS for ambient N€bncentrations were
predicted for the baseline scenario.

1 No exceedances of the annual or hourly NAAQS for ambient, 20ncentrations were
predided for the baseline scenaricexceedane of the NAAQS for daily ambient SO
concentrations was however predicted ihd vicinity of ship loading.

1 No exceedances of the annual NAAQS for ambient benzene concentrations were predicted

for the baseline scenario.

The current air quality in the studgtrea appears to be compromised in the vicinity of IOBKkarro
Namakwa Sands artle Arcelor Mittal Saldanha Steel Works, whilst the air quality in the nearby
residential areas of Saldanha Bay, Vredenburg and Langmsba& an acceptable qualityhis
conclusion is based on the comparison of observed and predicted air concentrations of criteria
pollutants (including particulate matter, sulphur dioxide and oxides of nitrogen) against the NAAQS.
Particulate air emissions are the most significant of thedkitamts. The zones of significant impact,

also taking into account fallout dust, are approximately 2 km around IOHF and 1 km around

7 Standards for ambient air quality that were applied for comparative purposes were taken from the national
ambient air quality standards (NAAQS), as published in the Gowent Gazetteon the 24th of December
2009.These standards cover Rpdustfall, SO2, NO2, ozone ({p CO, lead (Pb) and benzene
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Namakwa Sands and Saldanha Steel Works, respectiviglyre3.2 illustrates he baseline situatn

with respect to particulates.

Figure 3.2: Baseline context with respect to particulate emissions
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(Source: Airshed Planning Professionals)

3.2.4 Waste Management
There are three landfills in the Saldanha area which are shown on the map below. These are:

1 The Vredenburg landfill site: Household solid waste from Vredenburg, Langebaan and
Velddrif is currently being disposed at this site. It is lggghas a G:M:B(General Waste:
Medium Size: Without Leachate Control) site and has an estimated life expectancy of two
years remaining.

1 The Langebaan landfill site: which is licensed as a-GSsnll General Waste Site Without
Leachate Control) site. Tih facility has a life expectancy of 49 years if it only serves
Langebaan. However, due to mismanagement, it is currently not operational. The
municipality is preparing an Integrated Waste Management Plan (IWMP) to address these
operational issues.

1 The Vetdrift landfill site: The Velddrif Landfill Site is not licensed. It is closed, but not yet
rehabilitated. The required process to obtain a closure permit is underway.
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The closest licensed hazardous landfill site is Vissershok, nearby Cape Town. Cuirehibjries

in the Saldanha area that generate hazardous waste tend to appoint a hazardous waste contractor to
manage their ossite waste facilities and/or to collect and dispose of thisste at the Vissershok

site. Recycling activities in the Saldanlay Breaare focused on general wastexisting services do

not cater for the recycling of industriavaste.

3.2.5 Water Use

The Saldanha Bay area is recognized as being-veitessed(Urban Econ Development Economists
Western Cape, 2005)The West Coast District Municipality (WCDM) provides bulk potable water
to the Saldanha Bay Municipality through the BRiger 8 Saldanha Water Supply Scheraéso
referred to as the MisverstahSchemeThe Misverstand Scheme receives water from the Langebaan
Road Aquifer (LRA) via the Withoogte bulk supplyteys of the Misverstand Schem&ccordingly,

this aquifer cannot be regarded as an aiddil potential supply source.

The West Coast Dstrict: Water Master Plan 2010 (draft) reported that demand would exceed
supply in 2012, and in response to this dire situation, the District initiated a progress of investigating
alternative water sources options to the Distri¢Element Consulting Engineers, 2008)address

the shortage. The proposals containe in that study included three desalination plants and supplement
al supplyfrom the Berg River to bridge the shortfall until implementationtioé first phaseof the
seawater desalination planthis strategy would see water aviailability3df 447 500 réfa within the

Di st bulk suppysystem by 2026, of which 9 307 5Gamwould be from desalination.

Whilst water is deemed to be available (assuming the watgmauntation projects that have been
proposed are in place) from thB i s t ruik supfyssystemnthis supply woulde insuffcient for

the Optimistic Development Scenario, as it has three Titantium/Zircon Complexes and would
require adedicated desalinatih plant to facilitate the establishment of therthicomplexin Year 18

(i.e. 2030 assumed to utilize the desalination option as natural water supply will not be possible)

3.2.6 Environmental Legislative Requirements of the IDZ
An overview ofkey legislatio in terms of which environmental authorisations, permits, licenses or

approvals may be required for IDZ projecta¢iuding bulk infrastructure) has been examined.

3.2.6.1 NEMA EIA Regulations
These are Regulations which apply to activities that are listed usdetion 24 of the National
Environmental Management Act (Act 107 of 199BNEMA. Any activity that is listed in the

Regulations is subjecb tenvironmental authorisatiorDepending on the Listing Notice in which a
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given activity is listed, a Basic Assesst or Scoping and EIA (Environmental Impact Assesgme

process would be requiredf a project involves activities that appear on the Listing Notice to which

a Basic Assessment and the Listing Notice to which Scoping and EIA is applicable, therrghe enti
application wouldbe subject to Scoping and Elfk general, a tweyear lead period should be

allowed for the completion of a Scoping and EIA process (from commencement to decision) and

about ore-year for a Basic Assessmett. is illegal to commence @ Li st ed Activityo

environmental authorisation.

3.2.6.2 NEMWA

The National Environmental Management Waste &dEMWA) (Act 59 of 2008) regulates varisu
aspects of waste manageme@ertain activities listed under the Act are subject to a waste license.
This list of activities is available in Government Notice 718 published on 3 Julyd2068of waste

management activities that have, or are likely to have a detrimental effect on the. environment

3.2.6.3 NEMAQA

The National Environmental Management Air Qualityt (NEMAQA) (Act 39 of 2004) regulates

various aspects of air pollutiorCertain activities listed under the Act are subject to atmogpheric

emission license (AELJhis list of activities is available in Government Notice 248 published on 31

March 20109 List of activities which result in atmospheric emissions which have or may have a significant
detrimental effect on the environment, including health, soaaisc@uditiomic conditions, ecological
canditions or cultural heritages well as setting out the activities that require an AEL, minimum
emission standards for each actyiare also provided in Government Notice 248mbient air

quality standards are refsied via the National Ambient Air Quality Standards (NAAQS) as
described in theSaldanha Bay IDZ Feasibility Study: Air Emission Modelling and Amadiesitaken

by Airshed Planning Professionals.

3.2.6.4 ICMA

The National Environmental Management Integratethstal Management A¢tCMA) (Act 29 of
2008) serves to define the coastal zone, coastal public property, coastal waterscoastal
protection areaslt also provides for the establistent of coastal seback linesCertain activities in
the coastal zonare subject to authdsation in terms of this Actlt also regulates pollution at sea,

discharges into the sea from land based activities and the associated permitting requirements.

3.2.6.5 NHRA
The National Heritage Resources AGNHRA) (Act 15 of 1999) dealsvith cultural and heritage

resources.There are various permitting provisions, as well as requirements relating tatader
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Impact Assessment (HIAFor those activities listed in section 38 of the Act, it is necessary to lodge
a Notice of Intent to Develp with the relevant heritage authorityThis information is used to
determine if an HIA is necessaiy. circumstances where an environmental authorisation is required,
the HIA would typically be undertaken in parallel with the Basic Assessment or ScopinglA

process.

3.2.6.6 NWA
The National Water Act(NWA) (Act 36 of 1998) Is concerned with the management otewa
resources in South Africdt not only regulates water use, but is also concerned with pollution of

water resources.

3.2.7 Opportunities within  Legislation

The presence of the CBA provides a unique opportunity for IDZ industries to support conservation
initiatives. These can be linked to employment creation or to support of comminaised small
businesses (e.g. alien vegetation), which in tumfghil an important role for companies that have a
corporate saial responsibility programmeThe option of placing CBA land under formal
conservation also exists whichas associated tax benefitBhese opportunities are discussed in

more detailin the following sections.

3.2.7.1 Carbon Crediting

The setting of GHG emission targets in terms of the Kyoto Protocol | has led to the establishment
of carbon trading. This Protocol sets out binding targets for GHG reduction mainly for developed
countries (referred toas Annex 1 countries), but not for developing countries, that is,-bhoand
countries (referred to as NorAnnex 1 countries). Carbon credits (sometimes referred to as
Greenhouse Gas Offsets) are "units" that an entity can acquires for funding a projgcetives to
reduce GHGs. These "units" are tradable and are issued in terms of three different international
mechanisms, namely, the Clean Development Mechanism (CDM), the Joint Implementation
Mechanism (JIM) and the Emissions Trading Mechanism (ETith®. dase of developing countries

such as South Africa, the applicable mechanism is the CDM.

The process of obtaining approval for a project with the CDM and acquiring the associated carbon
credits is intensive and tirreonsuming with the result that is costly. This option is probably only
worthwhile pursuing if significant carbon reduction can be achieved, for example, through extensive /
intensive use of renewable energy and comprehensive energy reduction programmes; therefore
making a greater caserfinvestment in renewable energy generation and demand management

systems. For the purposes of the Feasibility study, the proposed energy supply is assumed to be via
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the national grid, and hence initially, considering the current landscape of energy; guppinlikely

that pursuing the option of obtaining carbon credits would be feasible for individual IDZ projects

The feasibility of achieving significant carbon reduction for the IDZ as a whole could be explored in
the detailed planning and desigrapl, bearing in mind that the carbon trading landscape could alter
once the Kyoto Protocol expires in 2012. The agreement that will replace it is not yet known, but
may be determined during COP17 scheduled in Durban at the end of 2011.

3.2.7.2 Biodiversity Stenship

CapeNature initiated a stewardship programme for conservation in the Western Cape. This involves
entering into a contract with CapeNature in areas that are ecologically sensitive and biodiversity
rich. Stewardship is a means of committing privatedifor conservation (Purnell 2008). Participation

by landowners is optional and the ownership of the land is not transferred to Cape Nature. It is the

contractual commitment with private landowners that enables them to claim the tax deductions.

The provsions in the Income Tax Act 58 of 1962, prior to the Revenue Laws Amendment Act 60 of
2008 (effective from 8 July 2008), have not been removed and are still available to taxpayers. In
terms of paragraph 12(1), a deduction is granted for capital expenditgrered in the prevention

of soil erosion and for expenditure incurred in the eradication of noxious plants (First Schedule to
the Income Tax Act 58 of 1962). In addition, the new tax incentives are included in the Act under
section 37C. The deductiors igranted in terms of expenditure incurred by landowners in developing

an approved conservation management plan on their land. The conservation management plan is
facilitated in terms of the National Environmental Management: National Biodiversity Aet)(@00

the National Environmental Management: Protected Areas Act (2003), its aim being to promote

biodiversity conservation on private land (National Treasury 2008).
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3.3  Skills

Subsequent to théhasd studies,an assessment into the workforce demands of a Saldanha Bay IDZ
and the supply potential of an appropriate workforce was deemed necessary. The focus of such an
assessment was to investigate the workforce requirements of industries to be established in the
Saldanha Bay IDZ, and also seek to determine the level of skills available in the region and whether

the output of training providers could satisfy the needs of industry.

The School of Business and Finance within the University of the Western Cape (UVEE) w
appointed through an open procurement process to undertake this assessment and the abbreviated
key findings, conclusions and recommendations are provigéalv. Where additional information is

sought, the complet&aldanha Bay IDZ Feasibility Study: Worce Assessmertan be referred to

3.3.1 Education and Training Institutions serving the Region

3.3.1.1 West Coast FET College

Saldanha Bay has one College, namelyWest Coast FET College which isresponsible forthe
majority of training and education in thareag post basic education leveldnd as there are no
universities, the gality and breadth of training isver more sodependent on the capability and

capacity of the West Coast FET College.

Table 3.1: Schools and Colleges in the Western Cape and Saldanha Bay, 2001

Educational Institutions Western Cape Saldanha Bay
Cr cheds 9 3
Pre-primary Schools 19 7
Primary Schools 102 12
Secondary Schools 22 4
Colleges 3 1
Universities 3 0

(Source: Quantec, 2006)

West Coast FET College has campuses Atlantis, Citrusdal, Malnsbury, Vredenbrg and
Vredendal, but each campus has its own range of courses offered, and also the level of education
offered For example, Management courses are only offered at the Ad#aahd Vredenburg

campuses, buAtlantis offers up tadNQF Level 4 whereas Vredenburg only tdQF Level 28,

8 The NQF consist of three bands, namely General Educatioreyel 18 schooling up taGrade 9 and ABET),
Further Educatin and Training (kvels 28 4: Grade 108 12), and Higher Education (ldge5 0 8). After
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Table 3.2: Courses offered at West Coast FET College

Courses offered ‘Atlantis ‘Citrusdal ‘Vredenburg Vredendal

Electrical Yes Yes Yes Yes
Automotive Yes Yes Yes Yes
Welding Yes Yes Yes Yes
Mechanical Engineerir| No No No No
Civil Engineering No No No No
Fabrication Yes Yes Yes Yes
Fitting and turning Yes Yes Yes Yes
Boiler making No No No No
Shipwright No No No No

Overall, the college only offers theoretical training and does not offer practical training to its
students. This is a key challenge to the emgbility of graduates from the college.

In addition, the International School of Wiihg is housed at the West CoasfET College
Aluminium, carbon and stainless steel welding to international codes, approvetei®ETA the
Institute of Welding andhe dti are taught at the Schodlhere are three intakes of 20 students each
per yearto the School.

At the provincial level, other FET colleges include:

1 Boland College, with campuses in Caledon, Paarl, Stellenbosch, Strand and Worcester.
College of Cape Town, with campuses in Pinelands, Athlone, Guguletu and Thornton.
False Bay College, witampuses in Westlake and Good Hope.

South Cape College, with campuses in Mossel Bay and George.

=A =4 =4 =

Northlink College, with campuses in Belhar, Bellville, Wingfield, Goodwood and Table Bay.

As can be seen, there are quite a number of FET colleges opematthg Western Cape, but these
also differ in the courses offered and the education level ther@eherally however, FET colleges
only offer courses up to NQF Level 4, which is considered a key challenge as industry often requires

training to NQF Level 6which relates to National First Degrees or Higher Diplomas.

completion of level 1 of the NQF, a learner could achiexe GETC (GeneralEducation and Training
Certificate)and after completion of ével 4 of the NQF, an FET@urther Education and Training Certificate)
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The majority of funding for the college originates from merSE]Tihe SETA established thugh the

Skills Development Act (Bl 96 of 1998 which facilitates skills development in tidanufacturing,

Engineering and Related Services SedRwsearch indicated that funding however is erratic as

mer SETA i s unable to provide commitments to the
support is provided. The college also obtains fugdfrom the National Student Financial Aid

Scheme of South Afriga(NSFASYirectly or via student loans and bursaries.

Research indicates that these funding streams are however insufficient to sustain the operational
costs of the college, for example, die the lack of public transport networks and the location of

some of the campuses, the college spends a large proportion of its operational budget on private
transport providers. And as the college also provides accommodation to students, this takes up

arother proportion of its operational budget.

3.3.1.2 Private Training Providers

Saldanha Bay is also served by private training providers who provide trainiag@edticeships to
supplement the requirement of industrifunding and training material is traditidly provided by
merSETAResearch collated in the study indicates that this study material is considered to be out
dated and therefore of little use to industry, with the result that most training providers create their
own set of study material at greabst to themselves. This inevitably increases the operational costs
of the training provider

Related to the funding from merSETA, private training providers are also subject to fluctuations in

the funding allocations to them, forcing some to close dowmemluce the number of student intake

for the yearrFur t her mor e, recent changes to mer SETAGSs
public FET colleges rather than private training providénsunsustainable business environment

such as this, places mostrain on the college and the ability to meet industry demand from within

the local communities.

Training providerdraditionallydraw directly fromsecondary schools or the unemployéwm the
areg and, distressingly, from the West Coast FET Collegewvall to re-train graduates or school

leavers so that they may obtain the practical training they require to become more employable and

¥ merSETA does not train, instead it facilitates the process of training by paying grants, registering moderators
and assessors, identifying scarce skills, accrediting training providers, monitoring the qualityird ad
implementing projects to close the skills gdp.receives collected levies from the Department of Higher
Education and Traininfgr funding, of which /0% isdisbursed as grants training providers.

20 NSFAS provides financial aida loans obursariesto South African students through funding received from
various sources. Tts® sources are mainthe Department of Higher Education & Training, and other funders
include the Department of Basic Education, the Department of Social DeveloprtentDepartment of
Agriculture, and the Eastern Cape Provincial Government.
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improve the level of their qualificatiorPrivate training providers normally set an entrance test
requirement of newritakes to assess whether they conform to the standards required of the course
or apprenticeship in question. This is a drastic route as it further restricts the potential output of
qualified and skilled persons, but is considered necessary by the trpnowvigers and in large part
due to the limited and instable flow of funding available.

3.3.1.3 Incompany Training

By and large, companies normally provide training to maintain the competence of their staff in
undertaking their work and to progress through thentes of the company. In Saldanhame of the
locally based enterprises trajpeople inhouse as part of the recruitment process and/or a social
responsibility initiative, or alternatively fund students to attend and complete courses at the West

Coast FET @llege or private training providers.

The fully irhouse incompany option generates large operational costs for companies, and so, it is

often anoption for those enterprises large enough to absorb those costs and risks.

Companies in the region oftelset entrance exams, similar to the practise of private training
providers, to assess the skill level of applicants. Anecdotal evidence worryingly indicates that
graduates from the West Coast FET College often fail this entrance exam, albeit a test S&pFor

Level 2 skills. This has the consequence of, firstly, companies potentially withdrawing funding of
students at the college and secondly, of the companiesoiiracting workers to meet their

demand.

3.3.2 Local Workforce Capabilities

3.3.2.1 Education LevelsSaldanha Bay

The distribution of achieved education levels across the Districts, for those 20 years and older,
shows a tendency in the West Coast District of having a larger proportion of its potential labour
force having lower levels of education, withteteecond least proportion with higher education. The
West Coast District does not compare well with the other districts in the Western Cape for all
education levels: 55% have incomplete primary and secondary schooling (51.7% for the Western
Cape), 9.2% havno education (5.7% for the Western Cape) and only 6.8% has higher education
(11.2% for the Western Cape).
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Table 3.3: Highest education levels for all persons aged 20 years and older for District
Municipalit ies, 2001

sducaton Level e, S0 ovemer Gl Gape wesken
No schooling 9.2 8.4 7.3 7.8 16.8 4.2 5.7
Some primary schooling 21.7 21.8 22 20.1 23.3 11.8 15.2
gcoh”;g:ﬁged primary 105 9.2 10 8.6 9 7.1 7.9
Some secondary schooling 33.3 32.2 32.8 31.7 30.5 38.9 36.5
Grade 12 18.5 19.1 19.4 221 145 254 234
Higher education 6.8 9.3 8.7 9.7 5.9 12.6 11.2
Total 100 100 100 100 100 100 100

(Source: StatsSA, Census 2001)

Within the District however, the local municipalities reveal variances in educational attainment.
Saldanha Baip its potential labour forcehas the lowest proportion of those with no schooling
(5.1%) and has the highest proportion of those with higharcadion (7.6%). Overall, Saldanha Bay
has done combatively walbmpared to the other municipalitieFhis can be considered an effect of

Saldanha Bdyecominga major contributor to the economy of th®istrict.

Table 3.4: Highest education levels for all persons aged 20 years and older for Local
Municipalities, 2001

Education Level \ Matzikama \ Cederberg  Bergrivier  Saldanha Bay Swartland DMA
No schooling 10.8 12 9.7 51 10 141
Some primaryschooling 22 24.7 23.3 17.2 23.2 24.2
Completed primary schooling 10.5 12.2 10.7 10 10 13.3
Some secondary schooling 33.6 30.9 32 38.1 30.7 33.4
Grade 12 171 14.6 18.1 22 18.8 10.6
Higher education 6.1 5.6 6.3 7.6 7.4 4.4
Total 100 100 100 100 100 100

(Source: StatsSA, Census 2001)

3.3.2.2 Distribution of Skill Level

The skill level des not vary significantly betweethe province, district municipality and local
municipality Unexpectedly, the proportion of Skilled workers to Semi and Unskilled workers is
surprisingly equal, whilst the proportion of Highly Skilled is vastly loweraddition, anecdal

evidence suggests that th@drmally employed is a much larger percentage.
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Table 3.5: Skill level of the Employed, 2010

Skill Level Western Cape  West Coast | Saldanha Bay
Total employed 1,689,593 89,717 27,140
Highly Skilled 11% 10% 11%
Skilled 39% 36% 40%
Semi and Unskille 38% 43% 40%
Informal 12% 11% 9%

(Source: StatsSA, Census 2001)

3.3.2.3 Supply from the West Coast FET College

Data from the college reveals a worrying trend décreasing enrolmerdacross alcourses offered

(see Table 3.6). As stated previously, the college provides education until NQF Level 4 of some
courses, whereas industry often requires skills to NQF Level 6. With a decreasing number of
students able to ehieve Level 6, albeit with assistance beyond that of the college, this is a dire
context of the capability of the college to potentially prepare and meet the demand of any industrial

development in Saldanha Bay.

Table 3.6: Enrolment in West Coast FET College, per NQF Level, 2010

NQF Level Electrical Eng. Eng. & Design ‘ Management  Office Admin

L2 2128 2093 1512 3822
L3 798 1162 332 2202
L4 224 399 182 763

(Source: West Coast FET College)

Research indicates that of the yearly intake into the college, 75% are recent matriculants, 5% are
unemployed youth and 20% are students repeating the course. Of those that pass their courses,
approximately 35% join the ranks of the unemployed and 20%retrained by private training
providers or industry before being employed, hinting at the issues of quality as discussed previously
in section3.3.1.1 The remainde of graduates (45%) find gainful employment, though anecdotal
evidence suggests that a significant number move out of the area to secure employment.

Focusing on current job placement of graduatés, data reveals thahe number of graduates from

the Engneering field taken up by industry is less than half of the number of graduates from
Management and Office Administratiorhis could be due to the difficulties industry has identified
with regard to thecollege. There is no indication of the number thatretained permanently by

industry.
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Table 3.7: Percentage of graduates taken up by industry

Discipline Placement Statistics

Electrical Engineering 16.67%
Engineering and Related Desig 17.65%
Management 33.33%
Office Administration 37.31%

(Source: West Coast FET College)

Lastly, anecdotal evidence suggests that a factor effecting supply from the college is the level of
experience amongst its teaching staff as they may lack practical industrial egpeaied so be
unable to convey the proper context of their curriculum. In addition, it is said the disparity between
potential earnings from the private sector far outweigh that earned within the public education

system and hence a ng@sbteachingistatfi.r ai né occurs amo

3.3.2.4 Uncertified Prior Learning
The research revealed that there are a number of people in Saldanha Bay who have prior learning
skills and experience, but who are not certified or have not completed their training. This represents

a majoropportunity to utilize local labour in the IDZ.

The South African Oil and Gas Allianc@XOGA) are investigating the recognition of prior learning
under the Section 28 rulefor those who have not undergone formal apprenticeshopgassed a
Trade Test.In this instanceSAOGA is endeavouring to attract craftsmen into a training scheme and

thereafter to a test to qualify them as Tradesmen.

SAOGA is very actively attempting to address the skills gap in the Oil and Gas sector to forward the
development othe industry and support economic growth. Some of the initiatives being investigated

is a detailed study into the skills gap to uncover best training requiremériiey are also

i nvestigating the cr eat i spacifiopfactideexgedhkce Idéntfiedfact or y
the skills gapstudy Furthermore, they are investigating developing wake trainers within

companies and upkilling theteaching staff at the West Coast FET College to thendust r y 0 s

requirements namel yhe-Bained r gi mj ect .
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34 Infrastructure

This section discusses the infrastructure required to accommodate the proposed Saldanha IDZ, and
the costs associated with expanding the existing infrastructure to support the service requirements
thereof.

Although infrastructte Master Planning for the greater Saldanha region includes for the expansion
of services to accommodate demand based on the expected social and economic growth of the
region, the development of an IDZ will place an additional burden on service deliveryama
above what was allowed for in the Master Planning. In particular, watet electricity demand will

far exceed the current supply levels.

In addition, the environmental sensitivity of the area and the associated public perception on the
further impact of industrial development places additional requirements on infrastructure planning
and implementation, such a-tese of water resources, air emission impactcseling of waste and

generation of renewable energy.

A comprehensive study had been dotweassess the service levels of existing infrastructure and to
determine requirements for future infrastructure expansion to support the propo2d (1). What
follows in this section is a high level summary of the findings from this study for providing

infrastructure to support the IDZ.

3.4.1 Water Supply

Being situated on the serarid West Coats, water supply to the greater Saldanha area is under
pressure due to constant increasing demand. The Saldanha area is being supplied with water from
the Berg Riversystem controlled by the DWA. Water demand from the current water allocation

will soon reach capacity and alternative sources need to be established. According to a recent study
by the WCDM of the options available, desalination of seawater was found thébenost feasible
option, although expensive. A project had already been approved for the phased implementation of a

30 Ml/d desalination plant of which the first phase is to come on line in 2017.

Although the low and medium development scenarios of HDZ will put little additional pressure
on the water supply system, and therefore require limited extension to existing infrastructure, the

high scenario will require additional investment to sufficiently address the increased demand.
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3.4.2 Waste Water Treatmen t

None of the existing wastewater treatment facilities in the greater Saldanha area has sufficient spare
capacity to accommodate effluent from the proposed IDZ. A designated Wastewater Treatment
Works (WWTW) will therefore have to be provided, suitable fdhe treatment of the expected
industrial wastewater, together with the required conveyance systems. The most likely option will
be to expand the existing Saldanha WWTW.

It is assumed that prreatment of effluent and possible -tese of water will formpart of the
systems development of the different industries, in line with current internationally accepted green
trends. External wastewater treatment facilities could therefore be planned and implemented based

on this assumption.

3.4.3 Stormwater Drainage

The greater Saldanha area is characterised by a-adthiMediterranean climate with an average
rainfall of some 270 mm. Further to this, the topography of the region is relatively flat. Flooding is
therefore considered a low risk event. However, contamioatiof the Bay due to industrial

pollutants in groundwater is a risk that requires special mitigation measures.

Any stormwater drainage system provided for the IDZ area should therefore be designed and
implemented in a manner so as to intercept any industrial pollutants and prevent contamination of

groundwater.

3.4.4 Solid Waste Management

Currently the registered landf sites at Vredenburg and Langebaan are nearing their capacity.
Proposed new regional landfill sites had been identified; however, the process involved in authorising
these has been mired with setbacks, a matter to be taken into consideration in theiqpgaand
implementation of the IDZ.

The technical study recommended that a Waste Transfer Station (WTS) and Material Recovery
Facility (MRF) be established within the proposed IDZ area for the collection of the various waste
types to facilitate improved atlection and reuse, recycling of waste products. It is further

recommended that waste disposal be done at a regional Landfill Site to be identified.
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3.4.5 Electricity Supply
The greater Sal danha Bay region i s subptggibnj ed wi
situated east of the Saldanha Steel complex. This substation is feed from the Aurora Transmission

Station via a 132 kV line some 50 km to the north east of Saldanha.

The proposed Saldanha IDZ represents a substantial increase in energy denveinat s currently
expected. Electricity supply is identified as a key limitation to the successful development of the IDZ.
Eskom currently has limited capacity available to support the IDZ. Extensive capital investment in
infrastructure will be requiredo accommodate the expected electrical energy demand. This will
include a substantial expansion to the regional electricity supply system that will include the

upgrading of the Aurora Blouwater line to 400 kV.

The technical study considered supplementapwer generation to the functioning of the power
supply to the proposed IDZ. This was especially identified under the medium and high development
scenarios where even the strengthening of the local substation is loaded to the limits of operation of
the installed plant. Liquid Natural Gas, Furnacegaf§, Biogas to energy and a hybrid renewable

energy plant are all options to be considered.

3.4.6 ICT Infrastructure

The proposed IDZ development represents a substantial increase in telephone traffic and data
transmission to what is currently experienced. The capacity on existing communication links is
considered to be more than adequate to satisfactorily serve the envisaged increase in data and

communication traffic. However, additional node rooms will have tcitaated.

Further to fibre based services, the development of the IDZ will substantially increase the cellular
traffic and existing repeaters are unlikely to be able to accommodate this increase in traffic. The cost
of expansion of cellular infrastructurie however not included in these development scenarios as

this will be funded by private companies.

3.4.7 Road Infrastructure
Well-developed regional road links exist between Saldanha and the rest of the country. Local road
links are currently operating underapacity and are considered sufficient to serve the proposed IDZ

development.
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Current port planning, together with the IDZ development will have an load impact on some roads
and planning needs to be done around this. This will include upgrading of pdvenueture to

accommodate the increase in load and timeous maintenance thereof.

Regional rail links to and from Saldanha are sufficient and no capital expansion is required to support
the proposed IDZ.

3.4.8 Total Capital Cost
The table below presents thaccumulated capital costs of all the infrastructure requirements

described above over the 25 year development scenario of the IDZ.

Table 3.8: Capital expenditure for bulk infrastructure (R

Bulk Infra structure Sector

Water supply 10 24 225
Wastewater treatment 46 84 116
Stormwater Drainage 6 7 8
Solid Waste Management 19 19 19
Electricity supply 837 1328 1530
Road Infrastructure 164 279 406
Total 1082 1741 2 304

The total capital cost of infrastructure provision therefovell vary between RL1 billion and R&
billion, depending on the development scenario of the IDZ. Electricity supply stands out to be the

most costly infrastructure element to be provided.

3.4.9 Phasing of Infrastructure Expansion

Infrastructure expansion forthe IDZ will depend on demand. The demand will depend on
development scenarios described above. The assumed development scenarios were used to model
the possible medium and long term capital requirements for infrastructure expansion as detailed in

the chats below.
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Figure 3.3: Annual capital cost of infrastructure expansion
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Each of the scenarios has an initial build up in infrastructure expansion with a definite peaif over
approximately 3years. It shold be noted that these sudden increases and decreases in capital
expenditure might have implications for the stability of the construction industry in Saldaulwéll

require a procurement policyo prevent any negative impacts.
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Figure 3.4: Cumulative capital cost of infrastructure expansion
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3.5 Housing

The Saldanha Bay Municipality has an estimated housing backlog of just under 1 700 houses. The

Saldanha Bay IDP currently budgets for provision of projegpsasenting some 3 200 houses over

the 20112014 period. They further aim to provide 1 000 units per year up to 2020 to ensure all

households have access to decent housing.

Additional housing demands need to be managed carefully by managing the influk-skekers

through clear information about jobs and skills required long in advance of starting the work. There

might be fluctuations in workers required from year to year during construction. Given the potential

short-term nature of this work, local laour should be utilised as much as possible and supplemented

with contractedin workers housed temporarily as part of the construction contract awarded.

Furthermore, skills gaps currently exist between what is needed by the anchor industries/projects

ard what is available in the local labour pool. Given the lead time to upskill local labour, many

workers will initially be brought in from elsewhere, either on temporary contracts or more

permanently. Some of the skills will bednont r act ed

las 6,0 modd b ierstegrkg | on |

accommodation facilities such as B&B, lodges or stantal seKcatering accommodations
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In terms of sustained impacts, the average income for the direct jobs created suggests that additional
demand for some gap, but mogtiniddle income housing will be created in the area. There are

already a large number of coastal developments that have been approved along the West Coast that

have not yet been fully completed or taken up. These should be completed before any further

devd opment rights are granted on the basis of o0th

3.6 Healthcare

The number of permanent job opportunities that will be created will have a direct effect on the
health sector infrastructure requirements in Saldanha. The low aedium development scenarios

will require at least an expansion of the capacity of the existing clinic in the region with 50% and 80%
respectively, whereas the high scenario will require an additional clinic. The cost hereof had been

accounted for in the fiancial analysis.

3.7 Education

The number of permanent job opportunities that will be created will have a direct effect on the
education infrastructure requirements in SaldanfAable 3.9 provides the requirements per

development scenarid-he cost hereof had been accounted for in the financial analysis.

Table 3.9: Social infrast ructure demands due to in -migration

Scenario ‘ Facility ‘ Number
Childcare 5
Low scenario| Primary Schools 1
Secondary School 1
Childcare 8
Basescenario| Primary Schools 2
Secondary School 2
Childcare 11
High scenario Primary Schools 3
Secondary School 3
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3.8 Current Economic Outlook

3.8.1 The Local Economy

Saldanha Bay is a critical resource for the sustainable growth and development of the Western Cape.
The deepwater port and surrounding infrastructure have already encouraged the develdpohen

major industries that contribute positively to local employment and regional and national Gi2P.

size of the Saldanha Bay economy was estimated at R4.6billion in 2010. This makes up around 31% of
the West Coast Districts total GDP of R14.8billionrfohat year and 1.3% of the Western Cape
economy. The Western Cape has increased its relative contribution to the national economy from
14% to 15% and the City of Cape Town has remained consistent at 74% of the provincial GDP,

compared to the West Coast Bitrict which has declined in relative contribution from 5% to 4%.
Figure3.5 showsthe sectoral contributions to GGP for the Wstern Cape, West Coast District
Municipality, Saldanha Bay Municipality and the City of Cape Tovi9%96, 2001, 2007 and 2010.
Saldanha Bay has increased its relative contribution, partly due growth but also due to declines in

other local municipalities in the District.

Figure 3.5: Sectoral Contributions to GGP, 1996 -2010
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Source: Quantec Database, Standardised Regional Data, 2011
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The West Coast economy is still relatively dependent on primary and secondary sector activities
(agriculture, forestry and fishing, and manufacturing), while neighbouring Cape Town represents a
more mature economy with greater reliance on tertiary sectoctigities (finance and business
services). As a whole, this results in the Western Cape having adivelfsified economy, with
meaningful contributions to GDP mainly from secondary (manufacturing) and tertiary (finance and
business services as well as Wdsale and retail trade, catering and accommodation). In addition, the
West Coast economy is more vulnerable to environmental issues such as climate change and
declining fish stocks, for example, due to the important role of agriculture, forestry anddjskiile

Cape Town is more vulnerable to financial sector crises.

However, over time, the relative contributions of the sectors have shiftddross the board,
manufacturing has declined in its relative contribution while finance and business seaxees h
grown in their relative contribution. While a tertiary sector is good for producing higher income
households, for ensuring there is liquidity and investor confidence in the economy, a fine balance is
needed between the strength of this sector and tredative strengths of primary (agriculture) and
secondary (manufacturing) sectors representing the real economy and real productivity. The
trajectory as above is unsustainable and would eventually lead to a financial and economic crisis if the
balance is niofound. Also clear from the above is the egoing decline of the agriculture and fishing
sector in the West Coast, largely due to changing agricultural conditions and declining fish stocks
affecting the welfare of those communities badly.

3.8.2 Population, Emp loyment and Unemployment

The population of South Africa is estimated at 49.9 mill{&atsSA, 2001)having grown at an
average annual growth rate of 1.24% since 200&. Western Cape makes up just over 10% of the
countryds popul at estnmtedaaverage.aBnuaimgrawih irate rof the priownce is
1.99% per annum between 2001 and 2010, dowmfe33% between 1996 and 200he majority

of this population is located in theity of Cape Town (3.4 million).

West Coast DOstrict has a total popuaition of approximately 289 000 people, making up 6% of the
provincefds population. I'ts growt h ddavh Bomias est i r
average of 2.4% between 1996 and 2001 to just 0.95% per annum between 2001 and 2010. This is

influen@d by ruraturban migration.

Saldanha Bay has an estimated 78 000 people residing within its boundaries, representing 27% of the
West CoastD i s t paputatiodd&sup from 24% in 1996, indicating migration witlistrict away

from areas of declining eaomic opportunity (such as fishing towns) towards Saldanha Bay were
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there are nore economic opportunitiesSaldanha Béaypopulation growth rate has, however, also
declinedd from 3.04% per annum between 1996 and 2001 down to 1.77% per annum from 2001 to
2010.Despite population growthSaldanha Bay has shed a net total of 4 010 jobs between 1996 and
2010, with 2009 seeing a 3.9% decline in employment alone.

Official unemployment data estimates unemployment at:
1 25% nationally,
1 21% in the Western Cape
1 22%in the City of Cape Town
1 18% in the West Coast District and
1 18% in the Saldanha Bay LM

These statistics exclude those people who are c¢
people who choose not work, as well as any unemployed people vave mot looked for work in

the 7 days prior to being surveyed. As such, real unemployment is suspected to be much higher.
Income data supports this ide@d many people are living on or below the poverty line and it is

assumed that many of these people wotlb ok f or wor k (and be cl assif
werenot for ot her bseekerd, fichss thegerdeptign thathherenarean® joj o b
opportunities available, that they do not have the requisite skills, or that the costs of employmen

(transport, day carestc.) exceed the lowmwage salaries available.

Saldanha Bay has a small miaditss (less than 10% of households) and upper class (0.45% of
households) that form the more affluent residential economic base on which the rest of the
population will rely for work, hanguts, taxes to subsidise services and grants, and support of their
small enterprises and so on. This is not a sustainable €mtioomic situation and speaks to the
urgency with which the private and public sectors neéedreate jobdriven economic growth that

addresses both unemployment and incomes.
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3.9 Legal Context

3.9.1 Overview

The legal entity is established for the strategic planning, establishment, design, operation,
management and control of the intended IDZ and asgociated projects, with the objective in both

the short and long term, of providing a mechanism in order to involve the private sector in

appropriate ventures and projects.

3.9.2 Context
The appropriate structure in which to proceed is informed by the foliogv principal legislative
enactments:
9 the Public Finance Management Act, No. 1 of 1999
1 the Companies Act, No. 71 of 2008. Where reference is to the previous Companies Act,
namely Act No. 61 of 1973, this is referred to as "the old Companies Act";
the Locd Government: Municipal Systems Act, No. 32 of 2000 .

the Treasury Regulations promulgated in terms of the Public Finance Management Act

In addition, in order to understand properly the context the following is taken into consideration:
1 Zone (IDZ) Progamme Guidelines, issued by the DTI in September 2008; the Western
Cape Investment and Trade Protimn Agency Act, No. 3 of 1996.
1 Section 21A of the Customs and Excise Act, No 91 of 1964, which deals with the
administration of the customs controlled areaghin IDZs.
Section 10 of the ManufacturingéYelopment Act, No. 187 of 1993.
The Regulations promulgated by the DTI in terms af anufacturing Development Act.

The Industrial Development

3.9.3 Recommended entity
The recommended legal entity is a Ngmofit company ("NPC")
A non-profit company is defined in the Companies Act as a company
"(a) incorporated for a public benefit or other object as required by item 1(1) of
Schedule 1; and
(b) the income and property of which are not distributable to it imporators,
members, directors, officers or persons related to any of them except to the extent
permitted by it 1(3) of Schedule 1."

In fulfilling the functions set @nvisagedthe entity will be fulfilling a public benefit. In addition, if the

bodies vhich own and/or control the entity are spheres of government (national, provincial and
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local), there will be no need to distribute income or property to them. Any profit generated by the
entity will be utilised for the fulfilment of the entity's objectéve This classically is the endeavour
fulfilled by an NPC, known under the old Companies Act as "a section 21 company" or "association
not for gain". Points of note are:

1 An NPC must be incorporated by 3 or more persons.

1 A shelf company, established terms of section 21 of the old Companies Act, could be
utilised as the entity. The entity would then have until 30 April 2013 (the 2 year period of
grace afforded by the Companies Act) to adapt its governing documentation (the old
Memorandum and Articleof Association) to comply with the requirements of the
Companies Act.

9 Itis not a requirement that an NPC has members. It can simply be governed by directors,
each of whom would be appointed by thmelevant sphere of governmeni this regard it
would befeasible, for National. Provincial and Local Government to be represented, and by
virtue of their appointment, the relevant spheres of government waulintain a measure
of control.

The NPC will be very rigidly constrained by theopisions of the Compaas Act.

Even though the NPC would be independent of government, it will still be entitled to
receive grants from government. Provision for this is contained in section 38(1)(j) of the
Public Finance Management Act which provides for funds to be traedfdo entities

"outside government" provided that, before transferring any funds, the provincial
departments granting the funds

"must obtain a written assurance from the entity that that entity implements effective, efficient and
transparent financimlanagement and internal control systems, or, if such written assurance is not
or cannot be given, render the transfer of the funds subject to conditions and remedial measures
requiring the entity to establish and implement effective, efficient anentrdinspaial
managemerand internal control systems."

1 The borrowing powers of an NPC are not constrained. They will simply be regulated by the
NPC's Memorandum of Incorporation.

1 Subject to its Memorandum of Incorporation, the NPC will be free to esshbubsidiary
companies and/or divisions or committees, such as an Operations Committee.

1 The major constraint with regard to the establishment of an NPC relates to dissolution, or
conversion to another type of entity. In terms of item 2(a) of the Firsh&tule to the
Companies Act, an NPC may not amalgamate, merge with or convert to a profit company.
It is not, however, prohibited from amalgamating, merging with or converting to a-state

owned company, such as a PGBE or other provincial public entithe NPC is wound up
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or dissolved, then its net value must be transferred to an entity having objects similar to the
objects of the NPC.
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4 Market Potential

4.1  Re-visiting the Saldanha Bay economic context

As discussed in sectioB.8 the size of the Saldanha Bay economy was estimated atbii6 in
2011, which madeup around 31% of the West Coast Distridlu n i c i tptal GDR of ®14.8

billion for that year.

Table 4.1: Spatial Distributions of GDP, 1996 -2010

wcC as % of SA 14% 14% 15% 15%
CoCT as % of WC 74% 74% 74% 74%
WCDM  as % of WC 5% 5% 4% 4%
SBJV as % of WC 1% 1% 1% 1%
SBV as% of WCDM 29% 28% 30% 31%

Source: Quantec Database, Standardised Regional Data, 2011

Table4.1 shows thatSaldanha Bay has increased its relative contribution, partlyadgeowth, but
also due to declines in other local municipalities in the District, in particular Matzikama and
Swatland local municipalities. However, this economic growth has not translated to employment

growth.

The Saldnha Bay LM has an estimated874, peoplé? residing within its boundaries, representing
27% of t he WCDBDMbfom M4 NndI9G, inditagmmigration within thedistrict away

from areas of declining economic opportunity (such as fishing towns) towards Saldanha Bay were
there are more economic opportunitiess a | d a n lpapulaBom grovgh rate has, however, also
declinedd from 3.04% peannum between 1996 and 2001 down to 1.77% per annum from 2001 to
2010.

Despite population growth, Saldanha Beag shed a net total of @10 jobs between 1996 and 2010,
with 2009 seeing &.9% decline in employment alone. Official unemploymelata estimates
unemployment aP5% nationally21%in the Western Cape22%in the City of Cape Town18%in
the West Coast DistrictMunicipalityand18%in Saldanha BayAnd as discussed in secti8r8 with

89.6%0f persons in Saldanha Bay living on R38,400 or less (low income category), the majority of

2L Quantec database

22 Based on Census 2001 and such, population and employment data are estimates. There is often
contention around these figures as they may not accurately esirmamigration of foreigners, or other
factors influencing population size.
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personsare unable or barely able to meet even their mossitaneeds with the implication that

most are reliabhon government grants, charity and other means to survive.

Furthermore, with a smalimiddleclass (less than 10% of households) and upper class (0.45% of
households) that form the more affluent residential economic pase which the rest of the
population rely for work, hanguts, taxes to subsidise services and grants, and supportef t
small enterprises, etc., this makes for arsustainable socieconomic situation and speaks to the
urgency with which the privatena public sectors need to create jadiriven economic growth that

addresses both unemployment and incomes

Table 4.2: Household Incomes, 2010

Annual Income South Africa Westem
Cape
No income 68.21% 56.21% 57.62% 50.33% 55.08%
R 1- R 4 800 5.79% 4.07% 2.97% 5.85% 3.04%
R 4 801- R 9 600 9.72% 11.48% 8.25% 19.44% 9.88%
R 9601 R 19 200 5.37% 9.50% 9.59% 10.21% 12.77%
R 19 201 R 38 400 4.61% 7.74% 8.62% 6.49% 8.84%
Total low income 93.70% 89.00% 87.05% 92.32% 89.61%
R 38 401- R 76 800 3.36% 5.85% 6.74% 4.55% 6.06%
R 76 801- R 153 600 1.80% 3.16% 3.74% 2.03% 3.02%
R 153 601- R 307 200 0.69% 1.27% 1.60% 0.62% 0.86%
Total middle income 5.86% 10.28% 12.08% 7.21% 9.94%
R 307 201 R 614400 0.24% 0.41% 0.51% 0.22% 0.28%
R 614 401- R 1 228 800 0.10% 0.16% 0.18% 0.13% 0.08%
R 1228 80k R 2 457 600 0.08% 0.11% 0.13% 0.08% 0.07%
R 2 457 601 or more 0.03% 0.05% 0.05% 0.03% 0.02%
Total high income 0.44% 0.72% 0.87% 0.47% 0.45%
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4.2  Opportunities of t he West Coast of Africa

There can be little doubt that the West Coast of Africa has the potential for significant growth over

the next decade with resulting benefits expected to ports and economies in the region. Close on the
heels of Nigria, Angola is undertaking developments into expanding its oil and gas industries, which

are expected to attract further investment and see Angola join the ranks of the key oil producers in
Africa.

Closer to home, the Namibian Ministry of Mines has ratewommented that in addition to the
potential9t r i I | i on cubic feet of gas in the Kudu gas
contains about 16®illion barrels of original oil in place, the mean prospective resources are about

42 6billion barrel s of oi |, and 128, 8 (triZIThesen cubi
developments, along with the discovery of 25 trillion cubic feet of natural gas in the Ibhubesi gas
fields, are expected to increase the demand for shipping and sbipgpisted servicéd Relating to

the expected increase in shipping, as well as improved links to inland economies, Walvis Bay is
currently planning to spend R2.7 billion doubling its container terminal casaaitg is in the

process of constructing its send floating dry dock, just four years after the launch of its first one.

Moving further south, the Port of Cape Town is also gearing up for increased demand for services,
with the National Ports Authority conducting various feasibility studies into ptig¢ expansion
projects. However, even with these expansion plans, early indications are that Cape Town will have
difficulty developing to the required scale due to spatial and environmental constraints. The next
logical development then is the expansiiithe Saldanha Ba3ort and backof-port area to service

markets from the Western Cape coast.

4.3  Methodology

The methodology adopted to assess and evaluate the market potential of an IDZ at Saldanha Bay

was a twestep procesand herewith follows a brief @rview of the process utilized.

4.3.1 Project Selection

Hrstly a Project Selection process was undertaken with the aim of reducitpraylistdé of
opportunities into an intelligentshort-listd of high potentialcatalytic projects/enterprises, albeit

over the 25 year viewto enable a focussed assessment and evaluation to take place and so ensuring

that the development scenarios put forward are achievable.

BEngineer iNmgni Mé s wod@s oil operators to. prospective fi
“Frost & Sullivan, o0Southern African Oil and Gas Mark
*DredgingToday NamNamit biPl ans to Invest in Walvis Bay F
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The starting point for the analysis was a ldisg) of potential projects grouped according to the
clusters identified in the PrEeasibility Study, that is:

1 A Renewable Energy Production and Manufacturing Cluster

1 An Oil Supply Base/Hub servicing the Oil and Gas Cluster and a Maritime Ship Building and
Repair Cluster

1 A Steel and Minerals Production aNthnufacturing Cluster

A set of prequalification criteria were utilized tguide the filtering process (sé¢égure4.1 below),
namely:

1. The legislative requirements @in IDZ.

2. Alignment with national and/or regional development strategies identified through relevant
policy/project documents, including the Western Cape Micro Economic Development
Strategy (MEDS); the Saldanha Bay Local Economic Development Strategy, (hEDS)
Saldanha Bay Spatial Development Framework (SDF), IPAP2, and others.

3. Projects had to be sufficiently mature in terms of the commercial application of technologies,
processes and business models.

4. Projects needed to be tangible manufacturing servie-based activities with the potential
to attract investors to the IDZ with activities linked to an allowed activity within the IDZ
boundary.

5. There had to be no obvious limiting factors such as immediate environmental or land

avail afjgioldistby o no
Figure 41: Conceptual filter wuti-liigted dfo prdejnedtfyy t he 0sh
‘ Environmental }
Technical and e
| infrastructure ]‘_""*-a\ ,--"’"__‘{ Commercial viablity

/

Opportunity

Land availability and | "

suitakbility Maturity

DTlother

In order to evaluate each project/enterprise according to these criteria, preliminary investigations
were undertaken to allow an werstanding of each identified project, in order to assess the

likelihood of the project being both suitable to the IDZ and able to contribute to the development
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thereof . Thi s was an i-boexdéatd ddreasieppromstt descsiptionh er e 0L
were developed, tested and refined in order to generate and identify the drsbrof projects. The
recommendations that were made (of the shdigt) were supported by the availability of secondary

data from other project research, internal Frost & IBwan databases, and other readily available

market reports.Targeted interviews with industry stakeholders and technical experts \aaggher

form of wverilfiyditng darhdke foisrhalrity di scussions withi
Operations Committee.To reiterate, the objective of the Project Selection process was nhot to
undertake a detailed analysis of the projects, but rather to gather sufficient information to eliminate
obvious noncontenders and, following this, filter intelligently &o manageable number of high

potential projects which will feed into the next step of the market potential analysis.

4.3.2 Project Feasibility Analysis

The aim of the Project Feasibility Analysis was to, at an enterpeiggl; undertake a commercial

feasibiliy assessment - o$t 6t hef ophoyf €& c tte underdtend ttheif i e d t
opportunities, challenges and requirements of being located within an IDZ and/or supporting the
development of an IDZ.

Various steps were undertaken in the evaluatioreath project/enterprise identified, namely:

1. Introduction and project description: The first part of the analysis was used to introduce the
proposed project and describe it in sufficient detail so as to allow for the analysis.

2. Key trends driving growth: Mang to the markets related to the projects, key trends driving
the growth in the respective projectsd indus
implications for the Saldanha Bay IDZ. This section also served to introduce the market data
used tounderstand the market analysis hereafter

3. Market analysis: Key market data was necessary to gain@maiple understanding of the
potential opportunity that is presented. The type of analysis differs for each project based on
the level of maturity othe market, the data available for analysis and the type of industry
being analysed. In some instances,-faghl revenue models were developed based on likely
scenarios, while in other instances the evaluation was based on case studies and benchmark
dat&’.

4. Evaluating the feasibility: In order to cover the relevant elements of the evaluation, a
framework wused by I ndustry Canada (the Canac

used and adapted for the purposes of this analysis. This framework iswietl to evaluate

% Due to confidentiality clauses imposed on Frost & Sullivan in collating their market data, specific market data
for some projects are not reflected in this document.
27 Same as point 10 ale.

October 2011 70



Saldanha Bay IDZ Feasibility Study

the challenges presented in an opportunity at a strategic level and therefore is well aligned
with this project. The framework contains the following elements:

Access to the required technologies and design ownership

Current and expected nt&et demand

The level of competition in the market

Technical requirements

Financial constraints (Initial investment/ capital costs,-sfatosts)

Potential for job creation

o O Ox Ox ox ox o«

Projectmaturity and current level of interest
& Economic potential

5. Upstream and dwnstream benefits: While the analysis focuses on the primary
product/service markets, it is important to also consider the added benefits of upstream and
downstream effects. This section briefly discusses these benefits.

6. Key challenges: By virtue of thact that most of these initiatives are still in their conceptual
or planning phases, each project has a number of challengeseetoome And while there
are expected to be many foreseen and unforeseballenges for these projects and the IDZ
in the montls and years t@wome, there are certairchallengeshat will be more significant
than ot hers at tstategicdesdlopngeet This sectionhwil fotu®ah dhese
core challenges

7. Concluding Remarks:HE projectis reviewed in light of IDZ laglative guidelinesyhich will
ultimately structure the future path of theaBlanha BalDZ. For each project, the reasons
for inclusion in arlDZ are highlightd ad the potential benefits of the projects reiterated

Further discussions on the challengede addressed balance tleencluing remarks.

4.4  Project Selection Results

The following serves to illustrate the results of the iterative filtering process per cluster. The
estimated level of opportunity for the projects and the level of maturity of pla¢ential projecs are
depicted, as well as which projects, though overall favourable for development in Saldanha, are not
suitable for development within an IDZ, have significant constraints, are secondary development

projects and are not in alignmentwit devel opment al policyds key focu
A more detailed discussion of each shtigted project feasibility follows in sectiof.5
4.4.1 Renewable Energy Producti on and Manufacturing Cluster

In terms of the Saldanha Bay region, this cluster has the potential to house a diverse range of

projects due to the natural strengths of the Saldanha Bay region and the West Coast, namely the
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prevalent high wind speeds whicheaage 6.5m/s allowing for potential largeale wind farms, the
potential to utilize agricultural waste for biomass-generation plants from the agricultural lands

surrounding the municipality and the high levels of solar radiation received, and so forth.

Figure 4.2 illustrates the results of the Project Selection process within the Renewable Energy

Cluster.

Figure 4.2: Preliminary Identification: Renewable Energy Production and Manufacturing Cluster

High 4
Suitable projects:
The wind component
-o>-: “’i"dg‘l“‘l'"_"“t manufacturing and solar
- Manufacturing component assembly plants
I . are the two projects selected
e ‘ for the renewable energy
o \ . cluster
g ~__Solar Component
o Solar Farm @ —— Onshore Wind = ASsembly
~ @ Farm
'g Service Companies @
g & Logistics (&)
@ . Wind Masts and
[a Testing
< Offshore Wind
f Not suitable for inclusion within the IDZ
L] boundary:
b Wave Energy . The solar farm and onshore wind farm may
- well create demand markets for IDZ-based
o manufacturers, or feed power into a future
et supply grid, but would not ordinarily be
g Significant constraints: situated within an IDZ.
o These are highly-technical Wind mast testing would be included in this
- projects with only a few : category.
successful cases world wide. Service and logistics operations are likely to
L form as support for IDZ operations, but this
ow will form part of the natural progression of
S - the renewable energy cluster
Low Level of Project Maturity

Projectsthat were found to be unsuitableclusion in the IDZ boundargre those projects which

would be rather best placed to feed into or feed off the development of the IDiese include wind

mast projects and testing facilities, onshore wind farms, solar farms, service and logistics centres, and
biomass cegeneration pojects In some instance f o rservicé groject§, it is anticipatedthat

these will develop as a natural progression for the 108e projects in this category could still be
considered viable developments ftine Saldanh@ay Municipality, and coulgrse to generate

6demandd mar k eenterprisemr | DZ based

Projects with significant constraintegardless of whethethey are suitable for inclusion in the IDZ

or not, are not considered feasible at this staagethey areaeliant on high €chnologyprocesses and
knowledge. Tieseinclude wave energy projects and the offshore wind farms, which have only been
successful in a small number of countries globatigt their technologies would require intensive

research and development.
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It was determined thathe two most likely projects for the Saldanha Bay IDZ were the component
manufacturing and assembly plafttsa Wind Blade andTurbine manufacturing facilignda Slar
Component assembly planThese projects have potential to utilise the Port of Salua Bay for
import and export purposes and are likely to generate manufacturing s&lded activities that will
benefit the local and national econonhly addition, they could serve to catalyse the development for
further investment into largecale energprojects for examplewind farms in the Western Cape

The wind component manufacturing and solar assembly plant have potential to catalyse

the development of the renewable energy cluster  in the Western Cape.

4.4.2 Oil Supply Base/Hub servicing the Oil and Ga s Cluster and a Maritime Ship

Building and Repair Cluster
The majority of the projects described in this cluster are typically servased, or provide
infrastructure that may have a direct bearing on attracting additional investment into the IDZ. So
despte not necessarily being a tangible manufacturing activity in the IDZ, selected services, and their

necessary infrastructure, are likely to support and shape the development of the IDZ.

Figure4.3 illustrates the results of the Project Selection process within the Oil and Gas Cluster and

a Maritime Ship Building and Repair Cluster.

Figure 4.3: Preliminary Identification: Oil & Gas and Maritime Ship Repair Production and
Manufacturing Cluster

Key infrastructure
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relevance to Saldanha Bay's
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- " Offshore ﬁ.ml location and in particular the
tai ” Base deep water port.
Con iner _Stqrage N\ These projects, if progressed
Fm'lt( . \ could have a significant impact
‘ on the format of the proposed
\ 1DZ

/
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Modular Oil Refinery Significant constraints/not suitable for development within
the IDZ boundary :

The Gas-to-liquid fuel project, potential CCGT or OCGT projects and
the modular oil refinery may well create demand markets for IDZ-
based manufacturers, or feed power into a future supply grid, but

nufacturing

. . Cement

Secondary development projects :
Small-scale ship building is likely to

be a natural spin-off from the far
reaching progression the development
of the O&G 0SB would bring

would not ordinarily be situated within an IDZ.

Cement manufacturing may well become relevant in the long-term
as regional development continues and the aquaculture and
mariculture opportunities are expected to be small scale in

W comparison with the key infrastructure development projects

Level of Market Demand/ Opportunity
-

-
(-]

Low Ease of Market Entry High
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Projects, which though requiresignificant capital investment in infrastructure and equipmssild

support the development of many downstream job creation and eatin growth opportunities.

These projects includan Offshore Qupply Base (OSB) and a yhdocking facility (lantdased OR

floating dry dock) forShip Repair. These projects would benefit from being located in an IDZ due to

the functioning of a CCAvithinanIDZ,and t he benef i ts 2 [Fetheemork, as a
this cluster is considered mature and imminent due to the recent marine repair activities in the
Saldanha Bay Peétt

The opportunity to develop a dedicated container terminal and relatedises terminals included

in these key projects as thayould have significardtearingon the investment required for the IDZ
developmentand furthermore, thatTransnet National Ports Authority (TNPA) has indicated that
South Africa is increasingly becena transshipmentdestination whichencourages demand for

container terminals and storage facilities

Secondary development projects, excluded from our development scenario, typically isolatler
projects or projects that could develop in the lotgrm as a result of catalyst projects such as the
OSB ShipBuilding was included in this category largely because it was not considered as a likely

catalyic project.

Projects with gynificant constraint®r are not clearlysuitable for develpment within the IDZ
boundary include such projects as a @ad.iquid Fuel project, an fen Cycle Gas Turbine
(OCGT) project or a CombinedCycle Gas Turbine (CCGT) project. The discovery of oil and gas
reserves in the vicinity of the West Coast have resulted in mangsjble projects including a
modular oil refineryand the above mentioned projects, bug was the case with energy projects in
the Renewable Energy Quster, energy related projects are likely to support future energy
requirements and possibly add to tltemand for outputs from manufauring activity within the
IDZ. Similarly fora Cement ManufacturingPlant, though there are potential investorgut due to
reduced demand and oversupply in the market, it is not a skemn investment option.
Aquaculture ad Mariculture were equally expected to be small scale in comparison with the key

infrastructure development projects.

®The generic definit i emompdssing antehtire@at anpaosuch as Hong Kangy Isla r e a
Margarita, Panama, and Singapore, where imported merchandise may be storé@elypiynding reexport or

duty-paid entry into the importing @untry. http://www.businessdictionary.com/definition/frpert.html
®Transoceands GSF Celtic Sea oil rig which recently
generalpurpose quay, had by mituly 2011 utilized 500,000 mhours and generated ZAR 300 million in

revenue to the economy. But, because dlycking facilities are not available in Saldanha Bay, onlywerkt

and refit work could be done.
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The provision of adequate and modern infrastructure is key to the development of the

IDZ and attracting FDI into the local economy

4.4.3 Steel and Minerals Production and Manufacturing Cluster

The steel and minerals projects include mainly enémtgnsive, largscale industrial projectsvhich
form the core of Sdevelopmentétfategioc Adtlioggh thesel progetts hawel
envionmental challenges, they atgpical of IDZ catalytic projects as theyeneratelargerevenues

for the local economy and providmanyemployment opportunities

Figure 4.4 illustrates the results of the Project Selection process within Bteel and Minerals

Production and Manufacturir@uster.

Figure 4.4: Preli minary Identification: Steel & Minerals Production and Manufacturing Cluster
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-
Q
=

Low Level of Project Maturity Hig'h

The beneficiation projectsdescribed in the figure above are deemed most suitable for an IDZ
development at Saldanha Bay as the regilveady produces a number tiie feedsto& materials
which aresuitable for beneficiatigrsuch as titania slag and pig ir@ie projects that have, or are
likely to draw investor interest, include titania slag beneficiatiblot Briquetted ton (HBI)
production, zircon beneficiation, and casbri production The fabrication of structural steel was

also been included for further study because of the potential for the country to generate-value

®New Growth Path Plan (201&nd IPAP220108 2014
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added activities in the local econonaye to the close proximity of Arcelor MittaBaldanha Steel

feedsbcks.

Secondary development projecése identified that couldgupport development in the IDZ, but are
considered secondartp the core developmentThey remain potentially feasible options in the long
term. This includesa ceramic tile manufacturing pkana tooling manufacturing planand a
manganesere smelter. For example, if the zircon beneficiation plant wergtoceed,the potential
for development of the ceramic tile manufacturimglustry nearby would b& natural progression
since the engproduct (milled zircon) is feedstock required for ceramics.

The valuable resources in the area promote the development of downstream

manufacturing activity in heavy industries

4.5  Project Feasibility Results

Here follows a summary of the results of the detailed analysis and evaluation of the feasibility of the

Oshbrsto.projects

451 Exclusion of-l emé pshpetts

After further engagement with stakeholders, the Operations Committee and research, some of the
short-list projects were excluded for further analysis and input into the three development scenarios
created to analyse the opportunities and challenges of an IDZ at Sal@&hlrable4.3 summarises

the rationale for those projects excluded.
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Table 4.3: Projects excluded from further anal ysis

Excluded short -list project

Solar component production an

assembly enterprise

Rationale

The major market driver for solar component manufacturing is
increased demand for solar power as a viable energy sourcq
residential and smadicale commercial applications. The poten
projects must be viewed in light of various considerationat thvill
determine whether aPhotovoltaic (PV) module assembly plant of
Concentrated Solar Power (CSP) component manufacturing plant
established. Since there are no laigmle, griecconnected solaf
projects in SulSaharan Africa, it is challenging toeasure the
commercial feasibility of any solar assembly or manufacturing |
Therefore the project can only be ssessed with variou
considerations in mind, including the proposed 600MW capacity f
the 2010 IRP Guidelines, and the 5GW solar parkrriggington. The
potential of the 5GW solar park may result in investors develop
manufacturing and assembly fa

near Upington, and not in Saldanha Bay.

Container terminal expansion activity

The environmental challenges tife massive expansion plarequired
make the container terminal expansion quite unrealistic for inclu
in the IDZ. Equally compelling for exclusion is tlaeK of current
demand combined with t he eTdpiRtity

ratherin Cape Town, Ngqura and Durban

Structural steel fabrication enterprise

Competition from low cost producers who are on average 36% |
expensive makes this project highly unrealistic to include in the |
as this level of operationalfficiencies are beyond the control ar
influence of shorand mediurrterm policy changeddigh steel prices
andthe increasing globalemand forhighly volatilescrapmetal also
make this project difficult to develop. This project also has a gr
dependery on electricity pricing structuresThere is also very

limited access to the required level of skills

Cast iron manufacturing enterprise

Energy requirements in metal casting are signifieard sopose a
conundrum for a vision of bow carbonbasedfuture. Dependency on
stable, competitively priced electricignd steelalso poses risks fo
investment Furthermore, research and development will be cog
but requiredto maintaint he i ndust r y @lsbalpnarket
place This project also &s a great dependency on tapply of scrag

metal
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Overall, the reasoning behind excluding these projects is based on:

1

4.5.2

The feedstocks required, and in particular those of scrap metal, are prone to price volatility
hence fluctuations in market demar8ecuring londgerm supply contracts are vital to the
project. Due to these reasons, this risk is deemed excessive for the level of investment and
commitment required, particularly of a catalytic projestich that is required.

Securing supply of steel, abmpetitive pricing structures, are also vital to some of the
projects. And, similar to the reasoning above for scrap metal, this was considered to be an
excessive risk for the level of investment and commitment required.

The immaturity of the project, inparticular those requiring extensive research and
development to solidify the commercial and economic opportunity present and improve the
confidence of the market data.

The level of competition in the various markets, in particular those which are coresider

be key limiting factors to investing in Saldanha Bay.

Market Potential of the projects

Tabk 4.4 provides the summarized results of the commercial feasibiligjuation of those projects

which were retained for the three IDZ development Scenarios, namely the Optimistic, Base and

Pessimistic Scenarios. Based on this stratagem, the projects have differing market potentials and

growth for each development scenaribut overall have a high likelihood of occurring. That being

said, it stands to reason therefore that only the ability to address and rationalize their challenges and

fundamental needs need stand in the way of making the Saldanha Bay IDZ successful.

October 2011 78



Saldanha Bay IDZ Feasibility Study

Tabl e 4.4: Summary of key qualitative data, per project

Project Brief description Likelihood Public sector support Sources of funding
of project of project requirements
MarineRepair Port infrastructure  High - A ofree port «100% private sector
(MR) developmenbf a - Land lease arrangement funding available.
new quay and dry with TNPA.
docking facilities for - IPP 12l tax deductions
the repair of O&G
vessels
Offshore Port infrastructure  High - A ofree port «100% pivate sector
QupplyBase  development of a - Land lease arrangement funding available.
(OSB) supply quay and with TNPA.
laydown area for
supply of goods to
offshore O&G
sector.
Hot 50000tpa via a Low - Competitiveness of SA stee A joint venture
Briquetted Fnesmelitype industry key factor (access betweenprivate
Iron (HBI) plant to iron ore at competitive  sector and public
manufacturing prices). sector.
- To support future exports
no import duties on
equipment, no export duties
on beneficiated products
- Capital investment too low
to qualify for IPP 12.
Titanium and 15,00@pa of Highd - To support future exports A joint venture
Zircon titaniummetal + Bankable no import duties on between private and
(Ti/zr) 2,00apa of feasibility to equipment, no export duties public sector.
Complex zirconium metalst  be on beneficiated products,
3,00Qpaof solar complete tax holidays
grade silicon+ end 2012 - CIP grants from DTI
5,00Qpahigh grade
silicon
Wind Blade 100 sets of wind High but - Nersa Refit 100% private funding
manufacturing turbine blades per  could be in - Capital investment too low available.
annum Vredenburg to qualify for IPP 12.
Renewable 2,000 Slar Water High - National Building 100% private funding
Energy Heater units per Regulations anBuilding available.
Industry month. Standards Act
- 12i Tax Allowance
- MIP,

45.2.1 Marine Repair
Marine repair includes inspection, servicing, and repair of vessels and equipment. Existing repair work |
Saldanha Bay is being done on #madbasis usirige general purpose quay in Small Bay, along the

Kumba iron ore line. Marine repair facilities represent a greenfields opportunity for Saldanha Bay.

%1 Tpa = tons per annum.
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There is clear evidence that there is an increased demand globally for ship repair semtice¢ke

global ship epair market demand forecasted growsha CAGR of 3.1%rom 2010 to 201%2 While

the expected growth rate of 3.1% may seem marginal, it should be noted that this is an industry that
generates large amounts of direct and indirect revenuetaedefore a small increase in growth can
have significant impact. For example, industry participants have indicated that it would cost a
shipping company between $2 and $3 million for 7 days work on a 50,000 dwt vessel in Cape Town;
the spinoffs from thisfeed second and third tier suppliers and service providévgh regards to

the local market, the TNPA estimates that South Africa has the potential to support 19 dry docks
despite the fact that South Africa already has more dry dock facilities thaothey country on the

African continent

Figure 4.5: IDZ guideline rating for the operation of a Dry Dock

Deconstructed DTI IDZ ST (1- MT( 3-
Guidelines 3yrs) 8yrs) LT (>8yrs)
Export based revenues O 0

Job creation 0 O
Attract FDI . . O

Attract advanced
foreign Prod and Tech . .

Methods

Facilitate the

development of global .
networks

In terms of catering for the needs of the offshore Oil & Gas industry, the development of enarin
repair facilities (rigs and other vessels) will most likely be the main anchor in Saldanha Bay and will
influence the development and viability of@B8B The two projects should and will develop side by

side and ideally be treated as one. Internatiooase studies oDSBs, for examplel.oyang in
Singapore, the Australian Marine Centre and the OSB at Beligéeicate that repair/fabrication

facilities form a significant part of both the infrastructure and activities of such a centre.

Private sector isgeared to fund and develop infrastructure developments at Saldanha Bay. This

includes the upgrade of repair quays; creation of new repair quay; and a dry dock for repair,

20Ocean Shipping Consultants, o0The world Ship Repair N

October 2011 80



Saldanha Bay IDZ Feasibility Study

conversion and fabrication of vessels. Presentations to and negotiations with gevgrnm
stakeholders are well under way, and there is a very real possibility of going ahead within the next 5

years.

This is not however to say that the magnitude of this opportunity or the likelihood of its success is
clear, as the success will be dependentthe ultimate pricing of the services, the quality of the
services, the reputation of the operator, the types of vessels that are attracted to the port and the
region in the future, and even ship repair developments in major oil producing nations such a
Angola and Nigeria. What is clear is that, should a private company overcome the challenges of
gaining a license to operate and then finding a target market in which to compete, this project could

have far reaching, positive implications for the IDZ.

Walvis Bay, for instance has seen such an increase in demand that they have commissioned the
construction of their second floating dry dotk just 4 years after their first dry dock went into
production. Dry dock facilities also require a number safpporting companies who provide the
necessary services to enable efficient and timely ship repairs, for example, in Durban, the graving dry
docke4 makes use of the services of over 15 companies who are based nearby, including warehousing

facilities, spargart suppliers, paint suppliers and sand blasting services.

Further to this, if the planned OSB development goes ahead, Saldanha is likely to become more
attractive as a trans hi pment and supply destination, whi ct
decisbn to mark the port as a chosen servicing and repair destination.

The exact nature of the docking facilities is still unclear (graving dock / floating dock / shiplift) given

that stakeholders seem to have vastly different opinions on this maiteyravirg dry dock facility

could have significant negative impact on the environment if not managed correctly. This is as a
result of both the dredging required and construction required to build the facility. Both floating and

graving dry docks require a siga#nt investment for disposal of waste from hull scraping and the

metallic dust produced from sand blasting.

Figures utilized in the development scenario represent graving dock facilities (similar to Sturrock

dock in Cape Town, only larger); the finandraplications of the different types of docking facilities

% A floating dry dockisat y pe of pontoon possessing f-shapeidalbclreo sisuoy
section. Once flooded, the structure submerges to the point where the vessel can be cradled in the structure

before the buoyancy chambers-fi@at raising the ship out of the water.

34 A graving dry dock is an excavated piece of dry land that famectangular basin or dock, usually made of

concrete into which a vessel may be floated and the water pumped out, leaving the vessel supported on
supporting structures.
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do not differ greatly. Capital expenditure is in the order of R 1.62 billion with roughly R750 million

to be spent on quay infrastructure and the remainder on dry docking facilities.

Two possible bisiness models exist for the operations of a Marine Repair facility, namely:

1. A common user model for example, the Australian Marine Centre where Port
infrastructure is funded by the public sect
required to raise finds abroad for the investment. Private companies would then rent
facilities on a common user basis from TNPA.

2. A privately owned model with 100% private sector backing, who in turn would arrange
finance with other parties. Partnering with parastatals wooéd beneficial to the private
investor. The specific company/companies would lease land from TNPA and in turn lease the

facilities to other companies, or retain a monopoly.

An area of 40ha is minimally required for a dry dock atagout areasandworkshops.Dependant

on the business model described above, a land lease agreement with TNPA for a period of 25 to 30
years lease would be required to justify the private capital expenditure on infrastructiDe.
related fiscal incentives including VAT redeiopton infrastructure developments and utilities, and
income tax deductions would be a definite benefit but will not necessarily influence the likelihood of
the project. In the case of private funding, IPRI1ax incentives on manufacturing assets and
training costs could apply. Ae€ port would be required mainly for parts that need repair at
engineering houses just outsidetbé Port area.

4.5.2.2 Offshore Supply Base (OSB)
An OSB is a cluster of technical, manufacturing, administrative and serviealeditgiaaieto the

advanced needs of offshore operations.

Maintenance and repair services required for West African oil and gas industry are expected to
grow given the increase in oil demand and the subsequent increase in oil rigs and support vessels in
West Africa Furthermore, given the large installed base of fixed platforms off the West Coast of
Africa, additional significant opportunities exist for local offshore site engineering services companies
to tap into the market currently being serviced owf Aberdeen, Houston and other distant

locations, particularly if based within relative close proximity to the platforms.
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According to Marintek, Saldanha Bayods greatest asset is tl
greenfield development, which wadlallow it to develop a statef-the-art OSB with an efficient

layout, logistics and operational features / infrastructure. On the ground howelvere tis littleto

no infrastructure in place that is currently capable of serving the requirements of tsleooé oil and

gas industryThe report concludes that the current legal framework, government regulations, tax

regime and regulation, customs system, operational framework and fees in Ports and dedicated free
port for t he O&G secitmtreranraet i oomatl inmrimsme wintdh f
regional players, who are strongly supported and whose needs are understood by their governments

are meeting these challenges and thus making South Africa fall behind in terms of regional
competiveness. Mariek recommends that local authorities and government can facilitate and
support this project by creating a prbusiness environment, facilitate lease of land, a free port or

free economic zone and customs and tax friendly systems and/or environment.

From further research,it is clear that an OSB at Saldanha Bay cannot develop independently from
Marine Repair and fabrication services (dagpckingetc.). Repair services will be the main attraction

to Saldanha Bay, and increase the feasibilityn@d@&B This is also the case with international case
studies, including the Australian Marine Centre in Perth, Loyang OSB in Singapore and the OSB at

Bergen.

As part of potential transhipment operations targeting (mostly) O&G developments in the region,
the OSB would be expected to generate export based revenues as landed goods and equipment are

worked and then supplied to export markets.

BMarint ek reagbiity study far Bhe establishment of an offshore sypplb ase i n South A
2010.
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Figure 4.6: IDZ guideline rating for the operation of an OSB
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The advanced nature of OSBs and the fact that South Africa currently has very little experience in

the development and operation of these zorieters that anOSB can only be based on partnerships
with international investors with access to capital and theoteses required to develop and market
the OSB.

Exposure to this expertise should also result in the development of local technical and production
methods based on models from international best practices. An interesting challenge will be the up
skillingof the local labour pool to a point where they can contribute to the OSB; a large contingent
of foreign labour is expected to compliment the local workforirgtially. Appropriate regulations

and policies will have to be developed to balance the woléds requirements of the OSB operation

and the contribution to local education and employment.

The fact that Saldanha is one of only a few Greenfield sites that is both located at a large port with
potential for future expansion and within an economy thagénerally considered stable are key
points in favour of the proposed OSB. However,
investors who are likely to become impatient with any delays in the application process. It seems
that the risks for the TNPAare relatively low as any planned developments in the port area would

still have to be vetted by Transnet before going ahead and as long as there is transparency, due
process would ensure that the environmental challenges are addressed and that regibnatianal

objectives are incorporated in the development of the OSB.
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According to the 2004 TNPA study and primary interviews, the following infrastructure upgrades
are the minimum required for a@SBat Saldanha Bay:
1 Constructon of a new supply quay t8m (350m long)
Creation/reinstaing ahard laydown area#-23 ha)
Remoal of anyunused buildings and offices

1

1

1 Supplyof abunker fuel network tothe quay

1 Construction of an aredor anoffice park and accommodatior11.4ha)
1

Upgradng of the fencing tahigh security

As with the Marine Repair project, two possible business models are being considesadely the
common user model or the 100% privately owned model with the {ergn land lease from TNPA.
An area of approximately 38ha is deemed necessary for the, @& obviously in a location quite
close to the Port and a CCA.

This project is feasible for all scenariods, but
anticipatel to rather develop over the 2%ear horizon to a scale befitting the opportunities available

and the ability of the IDZ to capitalise on those opportunities. Therefore, growth rates are inferred

for each scenario, as discussed in section Rldase note that dut the mutually beneficial nature

of the Marine Repair and OSB projects, these projects are combined in the development scenarios.

In addition, due to these projects foreseeably having many enterprises in them, it is portrayed as an

industry which deelops over the 25year horizon per development scenario.

4.5.2.3 Hot Briquetted Iron (HBI) manufacturing

The feasibilityof HBI is based largely on growing local and international demand and access to key
feedstockgequired for the manufacturing process. Internatidlg HBI is gaining prominence both as

a substitute for scrap metals in feedstock and as an energy source for metal production processes.
Presently, South Africa imports all its HBI from Venezfedad there are therefore opportunities

for a local produceto supply the local market.

% The Comsigua HBI plant in Venezuglastratesthat a project of this typecould benefit from the incentives
and regulatory structures in an IDZ, which could help the facility compete with low cost producing nations.
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Figure 4.7: 1DZ guideline rating for an HBI Plant
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Like scrap and direct reduced iron (DRI), hot briquetted iron (HBI) is used as a feedstock in
steelmaking. South Afridaas six operational DRI plants, but no HBI production facilities. HBI is safer
to transport than DRI, making it a worthwhile consideration for exports but not necessarily for

captive use in steel manufacturing.

But this project has its challengdsstly, secure supply of iron ore as a raw material, hameiyp
ore and pellets forthe Midrex process, and fine ore for the Finesmelt process. The current
arrangement between Kumba and Arcelor Mittal regarding the supplyrop ore and pelletd¢o

Mittal is estimated to be revaluated only after 2014, when their dispute is expected to be finalised.

Under the current arrangement, Mittal is stipulated to return the fine ore back to Kumba at 100%
credit, meaning that Arcelor Mittal Saldanha does not kegmificant reserves of fine ore in
Saldanha. Fine ore is not considered a low value resource anymore, and Kumba mixes the fine ore in
with the synter feed products that they export.
only comes into effect@st 2014 due to the factor of iron ore supply.

Another challenge ithe lack d direct supply of natural gas, which is a reduction agent in the Midrex
process. The supply of this feedstock is expected to be expensive and will probably not be

commerciallyavailable for industry in Saldanha Bay before 2018.
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Lastly, the HBI process is generally very energy intensive, with the Finesmelt process being less
demanding than the Midrex process, for example, 300kWh/ton electridgnand for Finesmelt
versus2,50kWh/ton for Midrex. But, this electricity demand reduction depends on the ability to
capture chemical energy throughout the Finesmelt process, hence research and development is
required to test the technology beforehand. This factor clearly pushes ouetrBest developable

timeframe for the HBI project.

Finesmelt plants are modulawith 1 module = 50 000tpaand 10 modules = 500 000tparhe
modules are said to beefatively easy to erecind 1 module requires 2ha of are&.demonstration
plant (1 modul® at Phalaborwa is set to be commissioned in 2012 to undertake the research and
development required to optimise the technology and resource demands and is a joint venture

between the private and public sector.

For these reasons, the HBI project is considered feasible foBéseandOptimistcScenar i o0ds on
with a minimum leadn time of 20 years for theBaseScenario and 10 years for th@ptimistic

Scenario.

4.5.2.4 Titanium and Zircon (Ti/Zr) Complex

Initiallythe projects were thought of as being separate enterprise$owegdbeomies of scale in South
Africa for only having a titanium beneficiatiorwglsthie diver for incorporating a zirocoanufacturing

plant with silicon pyoducts, both of whiahvery saleable products, provides increased revenue potential,
but also increased internal rates of refiragroposed titanium/zircon manufacturing project proposed by
RMI is the first of its kind in the world.

Though the recent global recession hambgatively affected the titanium sponge market, the
forecasted growth in the commercial aerospace industry and the consistent demand for industrial
applications of titanium is expected to drive global demand beyond supply in 2015. And as South
Africa is he 2nd largest producer of titanium slag in the world, but only currently exports 25% of
this product, there is sufficient supply of feedstock to sustag@mplexof this type. Titanium slag,

the feedstock of thecomplex is produced as a byroduct by Exarro NamakwaSands in Saldanha
Bay & Richards Bay Minerals in Richardodés Bay.
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Figure 4.8: IDZ guideline rating for the production of titanium sponge
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Demand for zircon is currently outpacing producticend supply shortages are expected between
2012 and 2014. The beneficiation of zircon sand to zircon powder will generate greater export
based revenues, but also stimulate significant downstream manufacturing opportunities, particular
in the ceramics andsanitaryvare manufacturing sector, should an international company be

interested in establishing the milling plant to vertically integrate their value chain further.

Figure 4.9: IDZ guideline rating for zir con milling plant

October 2011 88




























































