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⎪ Petrochemical industries, oil and gas ⎪

D
r de Pontes began by summarising 
the conclusions from last year’s 
Gas Africa conference, which 
were as follows:

• South Africa’s economy is structurally very 
dependent on energy-intensive sectors 
such as mining and manufacturing for 
labour absorption.

• Both sectors are performing poorly be-
cause of high and rising energy input costs 
(costs being lower for longer now), low 
cyclical commodity prices and declining 
labour productivity.

• Security of affordable power supply is 
critical to the survival of these labour-
absorptive sectors.

• The current demise of load shedding is 
likely due to a drop in demand, rather than 
to improved supply.

• South Africa’s existing power generation 
plans are ’lumpy’, capital-intensive and 
have long implementation schedules, 
especially the nuclear planning.

• Providing for more gas-fired megawatts 
can address the security of supply based on 
LNG imports and stimulate exploration for 
indigenous hydrocarbon resources, whilst 
providing a safety net for delays or cancel-
lation of the nuclear build programme, he 
said, adding that the LNG programme is 
now more focused.

De Pontes referred to South 
Africa’s Minister of Energy, 
Mmamoloko Kubayi’s speech 
during the Department of Energy 
Budget Vote for 2017/18 finan-
cial year at Parliament on the 
19th May 2017, in which she said 
that gas is an integral part of 
South Africa’s energy mix, not-
withstanding that in the short to 
medium term, we do not have ac-
cess to the indigenous gas prom-
ised by the shale gas exploitation 
programme. Consequently, our 
gas programme will be premised 
on the following:
• In the short term, that is be-

tween 3-5 years, the importa-
tion of liquefied natural gas 
(LNG) from the international 
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market, through Richards Bay in Kwazulu-
Natal, kick-started by power generation.

• In the medium term, the development of 
pipeline infrastructure from Mozambique, 
given alignment of this approach with 
South Africa’s regional development 
objectives and the possibility of it be-
ing a more attractive option than LNG. 
Negotiations would take place with 
Mozambique about a pipeline approxi-
mately 2 200 km long, from the Rovuma 
Basin into South Africa. De Pontes pointed 
out that at a cost of approximately six bil-
lion rand and having to be underpinned by 
7 000 MW of electricity, this goal may well 
become a long term one.

• In the long term, that is between 10-15 
years, shale gas sourced from the Karoo 
should come on-stream. Dr de Pontes 
noted that this last point may well move 
into the medium term category.

His slide showing the 2016 GDP growth 
assumption indicated that the 0.9% esti-
mated GDP of South Africa needs to grow 
to 3,2% by 2020. He then showed us the 
chart displaying the revised IRP2010 new 
build assumptions (Net capacity in MW). 
Furthermore, the next slide indicated that 
2020, 2021 and 2022 are where the maxi-
mum reserve margin is required and that from 

2022-2025 gas will fill the role of reserve. 
Summarising the status of gas in the 

Mozambique region, De Pontes notes that: 
• Pande/Temane gas will be sufficient up 

to 2029.
• The new onshore production sharing 

agreement (PSA) area for Sasol has both 
gas and light oil (condensate).

• Rovuma Basin work likely to be delayed by 
four years or so.

Regarding coal bed methane (CBM), Anglo 
American has reported that it is potentially at 
4.0-trillion cubic feet (Tcf), ie, there has been 
no recent movement. The company is also do-
ing well in Hwange in Zimbabwe. At Ihbhubesi, 
there has been no movement, there being 
around 0,2 Tcf of extractable gas available. 
The Kudu gas field (which has about 0,8 Tcf 
extractable) has seen no movement either.

Regarding shale gas, the Minister of 
Mineral Resources has announced that shale 
gas will be developed in South Africa. 

De Pontes continued by explaining to 
us the details of gas supply options from 
Mozambique, which, in brief, are as follows: 
• The PSA gas/condensate field is currently 

being developed by Sasol. This field is close 
to the Pande/Temane gas fields.

• The expectation is that the gas resource 
is significant. However, the Mozambican 

Government is planning for this 
gas to be used at source to gen-
erate electricity, the gas being 
available from about 2019. An 
important caveat is the require-
ment for an electricity transmis-
sion grid south to Maputo.
• The Buzi Field is currently be-

ing drilled again.
Regarding Sasol Gas’s Con-
d e n s a t e  P r o  d u c t i o n  S h a r e 
Agreement (PSA): four of 12 
planned production wells had 
been drilled by December 2016; 
two with gas showing in the 
Temane area; and two with light 
oil (condensate) in the Inhassoro 
area. As far as the gas infrastruc-
ture is concerned, gas volumes to 
South Africa and Mozambique are 
likely to increase from 100-mil-

lion GJ/year in 2006/2007 to 186-million GJ/
year by 2017.

The Rompco Pipeline is 859 km long. The 
original pipeline from Pande to Secunda was 
built to bring gas to South Africa and was 
completed 2004. Its first expansion occurred 
in 2010 to increase the flow to South Africa 
whilst its second expansion was completed 
in December 2014. Loop line (number 1) 
was built to supply gas to local customers in 
Mozambique. Loop line 2 (or the third expan-
sion of the Rompco Pipeline) was completed 
in December 2016 for the purpose of sup-
plying extra gas to South Africa. This loop 
line has come in under budget, three months 
early. There are no definite plans as yet for 

the third and fourth loop lines.
Referring to LNG pricing, Dr de Pontes 

explained that Brent-based pricing deals are 
common in the LNG industry and good for 
South Africa. One refers to %  Brent, with 
recent contracts being at around 12%-13% 
Brent.

The Henry Hub (HH) method of pricing is a 
US-based pricing method that is calculated at 
the Henry Hub price plus a % of HH.

In closing De Pontes summarises projects 
that have a high possibility of proceeding, 
these being:
• Gas drilling in the PSA area in Mozambique 

(in process now).
• Proposed power plant of 400 MW (planned 

to be built at Temane).
• Further imports of gas from Mozambique 

(speculative at this stage).
• LNG import into Richards Bay (by about 

2023).
• Exploration of shale gas in the Karoo.
• CBM projects in the North West province 

of SA and in Botswana.
In his closing comments, Dr de Ponte indi-
cated the shifts in landscape in gas and elec-
tricity generation, mentioning in particular 
the start of shale gas exploration in South 
Africa, questioning the matter of more gas 
from Mozambique, and drawing attention to 
the two competing pricing systems for LNG. 

In answer to a question from the floor, he 
concluded by saying that it is important to 
consider having a balanced supply and that 
the Mozambican government will be the 
decision-makers with regards to the compet-
ing consortia that are awarded contracts in 
the future. q

The Rompco Pipeline from Pande to Secunda built 
to bring gas to South Africa.


