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BOOM: A truck transporting treated electricity poles. Below, Kenya Power managing director Ben Chumo.

Why poles’ dealers
are now smiling lot
BY CONSTANT MUNDA
TIMBER merchants are set to reap
big from the state’s low-cost electricity connection plan and, expansion and upgrade of distribution
network from next month.
Deals under the three-phase Last
Mile Connectivity Project over the
next 18 months from mid-January
are valued at close to Sh60 billion.
Expansion and upgrade of the distribution network is estimated at
Sh119 billion over the next three
years.
Kenya Power and Lighting Company, the near-monopoly electricity
distributor held 51 per cent by the
state, last week signed deals with
11 contractors for building of a
12,000-kilometre, low-voltage distribution network countrywide.
The deals worth Sh15.04 billion
forms the first phase of the ambitious Last Mile, largely targeting
homes within a radius of 600 metres of a transformer.
KPLC managing director Ben
Chumo said wooden poles will predominantly be used in the project
that seeks to connect 70 per cent
of Kenya’s estimated 44 million
to electricity grid by 2017 from
present 51 per cent.
At least 300,000 treated wooden
poles will be needed for the first
phase alone, he said, putting on
alert traders.
Chumo, however, warned traders
against inflating prices of the poles
due to increased demand, so as not
to overshoot costs for the Jubilee
administration’s flagship project.
“If you are a dealer in wooden
poles, get ready but you should
charge fairly so that the spirit of
low-cost connection is achieved,”

Chumo said. “Fair pricing will ensure the Sh15,000 [connection] fee
is not frustrated by high cost of materials.”
KPLC has revised the specification for wooden poles from 160
centimetres in diameter to 140
centimetres for a 10-metre pole.
This is in a bid to reduce the connection cost that presently averages
Sh105,000 for those within 600
metres of a transformer.
Demand for power poles has
been on the rise since 2013 when
the publicly traded firm embarked
on expanding and upgrading of
power distribution network.
KPLC on September 30, 2013,
sought suppliers for close to 1.9
million treated wooden poles over
a five-year period to 2018 in a
Sh15.9 billion tender.
They comprised of 1.5 million
poles measuring 10 metres each in
length (at a total cost of Sh12 billion), 300,000 poles measuring 11
metres (Sh3 billion) and 75,000

poles of 12-metre length (Sh0.9 billion).
At the time, KPLC quoted
Sh8,000 a piece for a 10-metre pole,
while an 11- and 12-metre pole was
valued at Sh12,000 and Sh10,000,
respectively.
The first phase of the Last Mile
has been funded through a concessional loan from the African Development Bank.
A consortium of Feedback Infra
Services Pvt of India and Kenya’s
Maknes Consulting Engineers – the
project supervisor hired in October
– has planned a strategy meeting
with the 11 contractors on January 5.
“Once they get the down payment, they will start the works by
getting the materials needed including poles and cables,” Feedback Infra country leader Sandeep Dubey
told the Star last Thursday.
The first phase is targeting
314,200 homes around 5,320
transformers out of a network of
51,000 KPLC’s transformers.
“They need not to apply, we
know them … [because] they are
recognised by the transformers,”
Chumo said. “The second phase
will be rolled out in the course of
next year.”
AfDB will fund the second
phase to the tune of $150 million
[Sh15.28 billion], targeting another
5,320 transformers and 385,700
customers. The third phase, targeting 312,500 households in periurban areas, will be funded by the
World Bank at a similar cost.
The French Development Agency and the European Union have
further committed €120 million
[Sh13.40 billion] to the Last Mile
in loans and grants.

SOUTH African President Jacob Zuma toppled his highly
respected Finance minister Nhlanhla Nene on Wednesday, last
week, and replaced him with an apparent neophyte David Van
Rooyen.
The response was real time. #Zumamustfall became the
most trending hashtag in South Africa and rand assets got
crushed as investors world-wide hit the eject [at any price]
button.
The rand cratered to a record low 16.0543 per US dollar
before paring losses to trade 1.9 per cent down at 15.7648 by
7.04pm in Johannesburg on Friday.
The currency dropped to a low of 24.3084 against the pound
and 17.5938 to the euro. Yields on longer-dated rand bonds
crashed through 10 per cent to close at their lowest levels
since 2008.
The Presidency was in damage-limitation mode on Saturday and saw fit to announce that President Zuma was not in a
relationship with Dudu Myeni, the chairwoman of South African
Airways.
It is widely believed that Nene had crossed paths with Dudu
over an airplane acquisition transaction.
Helen Zille tweeted: “Nene’s firing is key to understanding
how ANC [African National Congress] works. Don’t cross Zuma’s
path even if it is SA’s interests, if you want to keep your job.”
Pierre Du Toit, a professor at the Universe of Stellenbosch
told Bloomberg: “It’s a disaster. The decisions he is taking are
those of a man who doesn’t understand that his own interests
are tied to that of South Africa within a global political economy. He doesn’t understand the world we are living in.”
Zuma sits at the apex of the ANC [which puts him at the
apex of South Africa as his predecessor President Thabo Mbeki
discovered when he too was toppled] and that is his world.
However, this time around proving he sits at the apex of
South Africa has meant he has thrown the rand and the South
African economy under a bus.
As we all know, speed is the essence of the global markets
today, and I say this respectfully.
The markets are not interested in Zuma’s explanations, they
are seeing a South African president who has gone rogue.
Damina Advisors [whose research I receive] said South
Africa “may be on the verge of crossing a major policy rubicon”.
Damina is predicting that President Zuma might be on the
verge of forcing the nationalisation of the mining sector. This
kind of extreme outcome will, of course, shred South Africa’s
assets even more.
And this is the point. If you rely on international markets, you
have ceded some sovereignty to them. The markets are able to
price your credit.
The “political” noise around our Eurobond has also sent our
dollar yield on our 10-year bond to above nine per cent. The
bond was issued at a yield of 6.875 per cent.
The signal emitted by Nene’s unceremonious sacking,
has criss-crossed the world and imperiled the South African
Economy. The economy which was barely growing is going to
contract. The cost of living and the cost of borrowing is going
to spike big.
The first- and second-round effects are going to shudder
South Africa Inc.
And the scariest part for South Africans is this: The president just doesn’t get it.
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Zuma’s explanations, they are seeing
a president who has gone rogue
Shares go up and down and readers are advised that this column
represents Mr Satchu’s personal opinions.

