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APRIL
EVENTS

8 APRIL

Business Breakfast with Dr Van
Zyl Slabbert

INFO enguiries@italcham.co.za

29 APRIL

Asia South Africa Chambers’
Area Meeting

Michelangelo Conference Center,
Sandton

INFO monika@italcham.co.za

New Services

Videoconference
INFO & BOOKINGS
enquiries@italcham.co.za

Advertising / Job
Postings on our

website
INFO & BOOKINGS
enquiries@italcham.co.za

Chamber’s Golf Day

Improve your technique with
Costanza Trussoni and get ready
for the Chamber’s Golf Day on the
15" of July @ The Wanderers Golf
Club

INFO GOLF LESSONS
www.golf-singledigit.com

INFO & BOOKINGS GOLF DAY
monika@italcham.co.za
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Asia — South Africa Chambers’ Area Meeting and Conv  ention

We are pleased to inform all our members and supporters that the 12th Convention of
the ltalian Chambers of Commerce of Asia and South Africa will take place in
Johannesburg on the 28™ and 29™ of April 2008. The Convention will have a first day
of works reserved for internal meetings where only the chairpersons, the secretaries
general and branch managers from China, Singapore, Japan, Thailand, Hong Kong,
India and, of course, South Africa will be meeting.

The second day will be dedicated to a debate open to the public that will also be
attended by local entrepreneurs, representatives from major South African institutions
and from Assocamerestero (the Italian Association that gathers under one umbrella all
Italian Chambers abroad).

The round table discussions scheduled for the 29th of April, will analyze "The Italian
investments in Asia and South Africa: current characteristics and prospects of
development" and will reflect on the prospects of investment and development in the
light of the many governmental missions occurred in the last 5 years and on the
sparkling dynamism of the Italian SMEs (small and medium size enterprises) in the
countries represented.

It is our opinion that the issues underlying the Convention, on the one hand the role of
the Italian Chamber of Commerce abroad and, on the other, the significant change in
consumption in a crucial area for the global economy, could make a major contribution
to the identification of actions to be taken within the territory of South Africa.

Soon you will be notified the invitation and the agenda to take part in the round table
discussion taking place at The Michelangelo Hotel in Sandton on Tuesday, 29" of April.
The works will end with a lunch hosted by the Chamber of Commerce.

Power Generation and Cogeneration

By Leandro Gastaldi

The recent power crisis is well documented, as are the implications for the South
African economy. A lack of investment in new power generating capacity by utility
parastatal Eskom, coupled with robust economic growth over the past decade, has led
to a dwindling in Eskom’s reserve capacity with predictable consequences. The current
supply-side crisis has also been exacerbated by the government’s failure to introduce
meaningful deregulation or market reforms into the sector. Although, the government
has indicated its intention to encourage private investment into the sector, the current
regulated price is far below an equilibrium price level that would prevail in a free market
and hence there has been no meaningful private investment in the country’s power
industry. Although Eskom is expected to add some further generating capacity over the
next few years, it is only once the first new base-load stations come on-stream in 2012
that the country’s power supply situation is likely to improve meaningfully. As a result,
the country is likely to experience a persistent shortfall in available electricity, well into
the next decade. The table below illustrates the likely development of the demand and
supply situation regarding the domestic power supply based on current available
information and an assumption of modest demand growth.

www.italcham.co.za info@italcham.co.za
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All Figures in MW 2008 2009 2010 2011 2012 2013 2014 2015
Return-to-service 1100 820 320 285 0 0 0 0|
Gas Turbines 1000
Pumped Storage 666 666
Renewable (Wind) 100
Medupi (New Coal-Fired PS) 798 1596 798 1596
Bravo (New Coal-Fired PS) 803 1606 803]
IPP* 1000
Co-generation 500 1000 1000 1000
Total Co-generation 500 1500 2500 3500 3500 3500 3500
Incremental Supply 1100 2320 2420 1285 2464 3065 2404 2399
Total Capacity 40100 42420 42520 43705 44984 46770 47388 49169
Peak Demand (1% growth) 36924 37293.24 37666.1724 38042.83412 38423.26247 38807.49509 39195.57004 39587.52574
Reserve Margin 3176 5126.76 4853.8276 5662.17 6560.74 7962.50 8192.43 9581.47
Margin % 7.9% 12.1% 11.4% 13.0% 14.6% 17.0% 17.3% 19.5%)
Ex co-generation
Reserve Margin 3176 4626.76 3353.8276 3162.17 3060.74 4462.50 4692.43 6081.47
Margin % 7.9% 11.0% 8.2% 7.7% 7.4% 10.3% 10.7% 13.3%)

As can be seen from the table above, an adequate reserve margin (typically 15%) is only likely
to be restored to the system by 2013, the second-year after the first new baseload station
(Medupi) is set to come on-stream. The other important feature of the table above is the
expected contribution from cogeneration. As can be seen from the table above, the restoration
of an adequate reserve margin will rely heavily on the contribution from cogeneration.
Excluding this source of expected incremental supply, the restoration of an adequate reserve
margin by 2015 is unlikely and as a result the government is likely to introduce legislation and
pricing reform to encourage the potential contribution from this source

Cogeneration

Cogeneration, as defined by the Department of Public Enterprises, is electricity produced as a
by-product of an industrial process. Eskom has currently received competitive bids for over 100
cogeneration projects. Companies such as Sasol, Sappi and many local metal smelters have
the capacity to produce electricity from cogeneration. However, what is less well-known is the
potential for electricity from cogeneration in the sugar industry. The traditional milling of cane in
the sugar industry produces large amounts of waste product called bagasse. , the bagasse
waste product can be used to generate electricity through the production of steam (burning the
bagasse), which is then used to drive steam-turbines which produce electricity. Given that the
bagasse is not typically used for anything else (can be sold to paper industry), the attraction of
using the waste product to generate electricity is obvious. Although the initial capital cost is
relatively high (current capital costs per MW for sugar cogeneration are higher than for fossil-
fuel power), operating costs per kWh are low on a comparable basis. Furthermore, including
capital costs, cogeneration from sugar is far cheaper then other alternative energy sources
such as wind (R1 per kWh) or even nuclear. The generation of electricity from sugar, given that
it qualifies as a renewable energy, has one further cost advantage over traditional fossil-fuel
derived electricity and that is the current evolving carbon market. Developing countries can
benefit from any reduction in CO2 emissions by selling so-called “carbon credits” on a carbon
exchange to companies in developed countries that are required by legislation to reduce
carbon emissions. Companies in developed countries unable or unwilling to reduce their carbon
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emissions are required to purchase carbon credits as an alternative offset. Carbon is traded on
a number of evolving carbon exchanges and recent prices have topped EUR 20 per ton of Co2
or ZAR 250 per ton. Because electricity derived from sugar generation qualifies as renewable
energy and thus replaces current or future potential fossil-fuel derived electricity, companies
producing renewable electricity from sugar can claim carbon credits. Both Tongaat Hulett
(TON) and lllovo (ILV) have the capacity to produce electricity from their existing milling
operations provided the appropriate capital investment takes place. Furthermore, it is likely that
both companies would meet the criteria in order to qualify for carbon credits. Although
quantifying an exact value for the electricity generation potential of TON and ILV, it is likely
given the trends in domestic electricity prices as well as the potential revenue from carbon
credits, that both companies will be in a position to generate electricity profitably going forward.
Given the potential for higher sugar prices, as high oil prices spur demand for ethanol
(particularly in Brazil), both TON and ILV are well placed to benefit from these evolving trends
and are likely to offer investors favorable returns in an increasingly uncertain global
environment.

Southern Wind Shipyard — Launch of Acaia Four

Press Release

Southern Wind Shipyard is pleased to announce the launch of Acaia Four that took place in
Cape Town on March 8" 2008. Acaia Four is the hull n°6 of the successfu | mini-series of SW
100" built by Southern Wind Shipyard on a project of Farr Yacht Design and Nauta Design.
Acaia Four is now completing the commissioning tests in the windy waters of Cape Town and
will set sail at the end of April for her maiden voyage of more than 7.000 miles of Atlantic
Ocean bounded for the Mediterranean Sea where she is expected at the end of May.

Southern Wind Shipyard has presently under construction in its facilities four SW 100" and its
new flagship, the SW 110'. The next yacht will be a SW 100" Raised Saloon, which is due for
launch at the end of June 2008. The yacht will be exhibited at the Monaco Yacht Show in
Montecarlo from the 24" to the 27" of September 2008. For more information visit www.sws-

yachts.com.
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Company of the Month — AV2 Systems

The Cape Town based IT company, AV2 Systems, delivers complete, turnkey Information
Technology infrastructures and services including Complete Network and Wireless Solutions;
Antivirus, Spam & Firewall Protection; Hardware & Software Support; Data Backups & U.P.S’s;
Internet & email solutions; Upgrades, Servicing & Maintenance; as well as Onsite support. AV2
Systems is a registered Partner with HP, Intel, Microsoft, which enables them to pass
preferential service to their Clients. They supply and support all leading brand products
including Canon, Cisco, Epson, HP, Intel, Linux, Microsoft, Acer, Toshiba, Symantec, I1BM,
Apple Mac and Lexmark brands. For more information visit www.av2systems.com or email to

The Good Food & Wine Show®

The South Africa's largest food, wine and lifestyle celebration, The Good Food & Wine
Show®, is taking place in Cape Town at the Cape Town International Convention Centre from
15 — 18 May 2008 and in Durban at the Durban International Convention Centre from 24 — 28
September 2008 and in Gauteng at Gallagher Estate from 30 October — 2 November 2008. The
event is the largest consumer four-day exhibition, attracting R35 million worth of media
exposure across radio, print and television. This year additional customized pavilions have
been added in keeping with international trends — the Convenience Pavilion, Italian Pavilion
and New Products Pavilion. For event details, visit

TCM Academy Becomes An Accredited Testing Centre

By Monique Harris, 12th March 2008, Johannesburg

TCM Academy is now an accredited Pearson VUE testing centre. The academy’s focus is the
provision and transfer of skills to local previously disadvantaged youth. TCM Academy is
committed to skills development as it believes that a project or infrastructure should be
sustainable throughout its term and not just during the implementation phase. This
achievement makes the same true for the academy itself, which was launched in November
2007 to ensure that TCM always has sufficient skills on hand, and to address the general
shortage of skills within the ICT field. “We are now not only a non-profit entity but a profit
making division of TCM. We now have the capacity to host exams for the employees of other
companies, TCM Academy continues to tackle the challenges the ICT industry is facing due to
a lack of skills,” says Jacqui Kunene, TCM Training Executive. Pearson VUE which is a UK
based worldwide leader in education uses advanced electronic testing systems currently
present in 151 countries. TCM Academy will meet all the standards required by Pearson VUE
such as allocating a test administrator, providing locker facilities for delegates taking exams -
this is for safety as well as quality control purposes; personal items will be kept safe and no
exam relevant material will be allowed into the testing areas. TCM Academy currently hosts
over twenty learners who will now have access to the internationally recognized exams on
completion of their training and practical experience. Previously TCM Academy students
earned a certificate from TCM Academy which is ISETT SETA accredited. The achievement by
the organization (although still in its infancy), introduces a new level of credibility to courses
offered, and is proof that graduates of the institution are receiving a level of education on par
with that from any other established learning centre. For further information contact:
tcm.academy@tcm.co.za or +2711 409 6300, or visit www.tcm.co.za
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