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Attention: Mr Dennis Seemela 

National Energy Regulator (NERSA) 

Kulawula House 
526 Madiba Street 
Arcadia 
Pretoria 
0083  
By email only: irp-procurement.newcap@nersa.org.za 

07 May 2020 
 
Dear Sir, 

RE: COMMENTS ON MINISTERIAL DETERMINATION ON THE PROCUREMENT OF NEW GENERATION 

CAPACITY FROM RENEWABLES (WIND AND PV), STORAGE, GAS AND COAL TECHNOLOGIES. 

SAWEA supports the Ministerial Determination and the progress this shows towards procurement of 

new generation capacity. It is clear that Eskom urgently requires additional capacity, as the load-

shedding prior to the April lockdown highlighted. The 2019 IRP also planned for 11 017MW of coal 

fired capacity to be decommissioned between 2019 and 2030. This capacity needs to be replaced as a 

matter of priority. It is therefore suggested that the timelines around NERSA concurrence should be 

streamlined in order for new capacity to be quickly added to the grid. The following comments are 

provided in respect of the proposed Ministerial Determination outlined in the NERSA “Consultation 

Paper.” 

SAWEA recognises and supports the progress made towards the procurement of new capacity, 

urgently needed by the country. It is highlighted that to give effect to the 2019 finalised IRP, the IPP 

office must clarify the rules surrounding the Bid Round, issue an RFP and decide on a bid date.  There 

are therefore further steps that need to occur before procurement. The industry urges NERSA to work 

hand-in-hand with all stakeholders to realize and implement the IRP.  It is also emphasized, as outlined 

below, that procurement is already behind the schedule of the 2019 IRP and that a Bid Window of at 

least 3200MW of wind this year must be achieved. 

Kind Regards, 

 

Ntombifuthi Ntuli 

CEO 

South African Wind Energy Association

mailto:admin@sawea.co.za
mailto:irp-procurement.newcap@nersa.org.za


  

CONTENTS 

Attention: Mr Dennis Seemela ............................................................................................................... 2 

1. SECTION 3.1 OF THE CONSULTATION PAPER: 6800MW TO BE GENERATED FROM ENERGY 

SOURCES (PV AND WIND). ...................................................................................................................... 4 

2. SECTION 3.2 OF THE CONSULTATION PAPER:  513MW SHOULD BE PROCURED TO BE 

GENERATED FROM STORAGE ................................................................................................................. 8 

3. SECTION 3.3 OF THE CONSULTATION PROCESS: 3000MW SHOULD BE PROCURED TO BE 

GENERATED FROM GAS .......................................................................................................................... 9 

4. SECTION 3.4 OF THE CONSULTATION PROCESS: 5500MW SHOULD BE GENERATED FROM COAL

 10 

5. MUST THE NERSA CONCUR WITH THIS THIS MINISTERIAL DETERMINATION AS PER THE 

PRESCRIPTS OF SECTION 34 OF THE ACT? ............................................................................................ 13 

 

  



 
 
 

4 | P a g e  
 

1. SECTION 3.1 OF THE CONSULTATION PAPER: 6800MW TO BE GENERATED FROM ENERGY 

SOURCES (PV AND WIND). 

 

1.1 Is the determined capacity needed and sufficient to ensure uninterrupted supply of 

electricity in the short and medium-term? 

The IRP has confirmed that a combination of wind and solar can provide the required energy security 

required by the country to ensure uninterrupted supply of electricity in the short and medium-term.  

 

1.2 Are the types of technologies determined in line with the best practices relevant at 

the time and ensures the mandate of security of supply as well as the objective of 

ensuring the use of diverse energy sources and energy efficiency? 

Yes, a combination of wind and solar is the best practical energy mix for the country at this time, for 

financial, environmental and energy security reasons. 

 Financial: The economics of wind energy are driven by: 

o Capital Cost (CAPEX) i.e. ZAR/MW:  this is quickly improving with Scale (project and 

generator size) and construction techniques. 

o Project Efficiency (Net Capacity Factor/NCF): this is quickly improving due to taller 

machines, bigger blades and advanced control algorithms. 

o Operating Cost (OPEX) i.e. ZAR/MWh. This is quickly improving due to Scale (project 

and WTG) as well as Industry experience / longer O&M contracts. 

o Cost of Capital & Design Life. 

o Tariff's for wind and Solar PV have decreased significantly from Round 1 to Round 4 

of REIPPPP and the global trend is further downward pressure.  

 Environment & Health 

o The renewable energy combination has proven that it can make a significant 

contribution to reduction of greenhouse gas emissions as can be attested by IPP Office 

reports on GHG emission reduction achieved by the projects already installed. This 

further has a positive impact in reducing health conditions associated with air 

pollution, particularly in the Mpumalanga communities.  

 

 Energy security 

As the IRP states that about 12 GW of coal power will be decommissioned over the next ten 

years, renewable energy is best placed to replace that capacity as it is quick to build, offers 

low LCOE while securing the country’s energy future and contributes to reduction of 

greenhouse gas emissions. The wind Industry has successfully modelled 100% renewable 

energy penetration in several markets around the world. It has been shown that a scenario of 

wind , PV, hydro and battery can successfully provide energy security for the country.   
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1.3 Should storage be included to these sources of technology to cater for peak periods? 

If so, what should be the storage capacity? 

In the 2019 IRP document under Energy Storage (page 49), the following is said: “It must be noted that 

Eskom is already preparing to pilot an energy storage-technology project based on batteries. The pilot 

will enable the assessment and development of the technical applications and benefits……that relate 

to a utility-scale energy storage technology…” 

This pilot programme is delayed. It is therefore promising that the entire quantum as provided for in 

Table 5 of the IRP is to be procured. This is supported. 

It must also be considered that the New Development Bank (NDB) committed to providing a loan of 

ZAR 6 billion (approx. USD 400 million) to Eskom for setting up a Battery Energy Storage System 

comprising 360 MW of distributed battery storage sites across four provinces of South Africa. The 

Project is primarily aimed at meeting peak electricity demand, increasingly through renewable energy, 

and avoiding emissions associated with utilization of fossil fuels. NDB’s financial support to this project 

was committed alongside the World Bank and the AfDB.  This funding was given in addition to an 

original World Bank loan carved out for renewable energy that was mostly used for Sere and the Ingula 

Pumped storage scheme. This loan must be seen in the light of the clear and obvious benefits that 

battery storage provides to a network system with an increasing level of variable generation (i.e. 

wind). We therefore support the full allotment of storage to be procured.  

The wind regime must also be taken into account when applying storage as a hybrid solution with a 

wind component.    

1.4 Should this type of technology of energy sources be dispatchable? 

It is not necessarily for energy technologies to be dispacheable. Renewable energy for instance is not 

dispacheable, but with the right combination of gas and storage it can provide a stable power supply.  

1.5 Do you think the time allowed for this build allocation will assist in closing the energy 

gap? 

We are of the view that given the delays it will be difficult to meet the commercial operation dates for  

wind and solar PV proposed in the consultation paper. To be in line with the proposed COD dates in 

the ministerial determination, i.e. for projects to reach commercial operations by 2022, said projects 

should have been procured in 2019, considering 12 months to reach Financial Close and 12 to 24 

months construction time. This considered, there is already a delay in projects realistically achieving 

commercial operations by the end of 2022. This would lead to an increase in the energy deficit in the 

short term. In the medium-term there is a potential to recover the deficit if the projects that are meant 

to achieve commercial operations by 2023, according to the IRP, are procured together with the 

projects meant to achieved commercial operations by 2022. I.e. having a bid window of 3 200MW of 

wind and 2 000MW of Solar PV. 

Furthermore, there is already a potential delay in projects’ ability to achieve commercial operations 

by the end of 2022. In the medium-term there is a potential to recover the deficit if the projects that 

are meant to achieve commercial operations by 2023, according to the IRP, are procured together 

with the projects meant to achieved commercial operations by 2022. I.e. having a bid window of 3 

200MW of wind and 2 000MW of Solar PV.   
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1.6 Provide what you consider to be the risks and challenges associated with this new 

capacity? 

As highlighted above the only foreseeable risk is delay in procurement as it would result in delayed 

COD dates for new generation capacity which will in turn exacerbate the energy crisis challenge that 

the country is already facing.  This goes together with the cost afflicted onto the country and the 

economy in the form of unserved electricity. The CSIR recently valued this at R86/kWh (upper 

estimate). Once again, it is therefore important that new capacity is procured as a matter of priority. 

Load shedding has an immense negative effect on the economy and every effort should be taken to 

ensure that Eskom has sufficient capacity needs to meet the load demand of the country.  For instance, 

based on a cost of unserved energy (COUE) of between R20/kWh and R80/kWh, the cost to the SA 

economy of Stage 4 loadshedding for 24 hours a day is between R1.92bn and R7,68 bn per day 

1.7 What should be the minimum and maximum plant size that should be allowed to be 

connected into the Grid per IPP? 

It is the view of the industry that reasonable plant size caps should be maintained as that allows space 

for more participants in the market, which helps to drive prices of solar PV and wind energy down. 

The project size aps are currently set at 140MW for wind energy and 75 MW for solar PV. While larger 

projects would allow for economies of scale to be fully realised, they also reduce the space for 

broadening participation especially be small local players, which goes against the economic 

development objectives of the REIPPPP programme.  

1.8 Provide your comments on the socio-economic impact of the Wind and PV plants 

(i.e. in terms of the number of jobs each technology can develop)? 

The growth of the wind energy industry gives South Africa wind energy an opportunity to unlock 

economic growth, while generating much-needed clean and affordable electricity.  This and 

developing an energy storage industry can develop and transform economies and create millions of 

direct and indirect jobs. The country’s energy transition will bring new jobs in the wind energy sector 

and other sectors such as manufacturing and construction. According to the IPP Office Publication, 

Focus on Wind (June 2019) the wind energy industry has contributed to creation of 10 892 jobs across 

the value chain during construction phase from Round 1 to Round 4 (which has a combined capacity 

of 3.4GW). The 22 wind IPPs that have successfully reached commercial operations to date have 

reported 2169 O&M job years for SA citizens. Over the operational life of the full wind portfolio (BW1 

to BW4, 1S2 and 2S2), 32140 job years are expected to be created for SA citizens” 

 

The CSIR analysis indicates that for 1.6 GW per annum roll-out, the wind energy industry can 

contribute to creation of more than 16 000 direct jobs per annum in the South African economy during 

construction phase alone, given that the aggregate level of localisation of about 50% is realised. This 

equates to about 6400 direct jobs in the construction sector, about 8700 direct jobs in the 

manufacturing sector, about 820 direct jobs in the transportation and logistics sector and about 640 

direct jobs in the finance, professional and business services. Looking at the manufacturing jobs, the 

annual capacity of 1600 MW per annum translates to 640 individual towers, and 1920 individual 

blades.  The existing local tower manufacturing facility currently produces 150 towers per annum and 

has created 340 direct jobs and 200 indirect jobs. Therefore, manufacturing 640 towers locally can 

potentially create 1360 direct jobs and about 800 indirect jobs. If wind tower blades and other 

components such as drive trains are manufactured locally the number of jobs could easily scale up to 

the 8700 estimated by the CSIR analysis.  
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In the transportation and logistics sector, if we consider that an individual tower is transported in 4 

sections to site, that is a total of 4 trucks per tower. 640 towers will require 2500 truck trips to various 

constructions sites. Similarly, since blades are transported individually to sites, getting all these blades 

to various sites will require 1920 truck trips to various sites. After landing at various ports, wind energy 

equipment such as hubs, nacelles, blades, etc, is transported to the intermediate handling sites before 

transportation to sites, that function creates additional jobs which are accounted for under logistics 

sector. So, considering all of these facts, the sector can indeed contribute to creation of more than 

800 direct jobs per annum in the transportation and logistics sector.  

With the increase number of transactions, the demand for dedicated employees in the financial 

institutions, legal firms, consulting firms is going to increase and therefore the sector is well geared to 

create more than 600 jobs per annum in these sectors. Undeniably, the economic activity stimulated 

by the construction of wind farms does not only impact the sectors mentioned above that the wind 

sector directly interacts with. If the wind sector contracts a construction firms, this increases demand 

for construction supplies such as concrete, cables, steel for foundations etc. This means that suppliers 

would need to hire new factory workers to meet the increased demand, these would therefore count 

as indirect jobs. Similarly, if a local steel tower factory procures steel plates from a local producers, 

the jobs created in producing steel plates for the wind industry will count as indirect jobs. In the wind 

sector the indirect jobs are created mainly in finance, professional & business services sectors, 

manufacturing, sales, transportation & warehousing, construction, mining & extraction as well as 

utilities. The CSIR analysis estimates that about 18000 indirect jobs per annum could be created/ 

supported in these sectors during the construction phase.  

If we shift focus to operation and maintenance jobs, the main fact to consider is that the O&M staff 

for wind farms aren’t always located on site, but rather at off-site offices because of the nature of the 

technology and the possibility of remote monitoring. So, when visiting a wind farm and seeing a few 

employees on site people often get an impression that that is the only O&M jobs that the wind farm 

has created. The CSIR analysis suggests that the Round 1 – 3 projects have created 1950 direct and 

indirect jobs in the O&M phase. This is quite consistent with the number reported by the IPP Office of 

2166 actual O&M jobs created thus far. With addition of 1.6 GW per annum, the number of direct and 

indirect jobs will grow by 800 per annum, cumulatively, as new projects get commissioned every year, 

thus creating new employment opportunities. The direct O&M jobs are mainly in the manufacturing 

and utilities sectors. By adopting an approach that both smooths out annual wind energy procurement 

and lifts annual procurement limits on renewables the wind energy industry can create many more 

construction and O&M  jobs.   

 

1.9 Provide your thoughts on the cost that will be associated with the new allocated 

generation capacity in line with a mandate to ensure long term sustainability of 

electricity supply industry as well as affordability? 

Electricity from wind projects procured in 2015 in South Africa (cancelled BW4.5) was R0.62 per KWh, 

which was at the time already 40% cheaper than electricity from new-build coal projects. Today, that 

ratio has amplified further in favour of new wind. At the best locations, electricity from new wind 

projects are now cheaper than the pure fuel cost of existing coal power stations.   

The solar and wind industry has proven over 5 bidding rounds that it is the most competitive 

technology when it comes to cost. For wind energy, the average tariffs dropped from R1.14 in bid 
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window 1 to R0.62 in bid window 4.5 (which was never awarded) The solar PV average tariffs reduced 

from R2.76 in bid window 1 to R0.79 in bid window 4.5 (As per table below) 

 

 Average Tariff Percentage Reduction 

BW1 BW2 BW3 BW4 BW 1 
to 2 

BW 2 
to 3 

BW 3 
to 4 

Wind  R1.14 R0.90 R0.74 R0.62 -21% -18% -16% 

Solar PV R2.76 R1.65 R0.99 R0.79 -40% -40% -20% 

Table 1: Tariff Reduction of Solar PV & Wind from BW1 to BW4 (Eberhard & Naude, 2016) 

Since South Africa did not conduct any competitive auction since 2015, we are not able to reliably 

discover the cost of electricity from new wind and solar farms. The expectation is though that new 

wind will cost below R0.60/kWh – in line with prices from competitive auctions around the globe. 

Generally, South Africa is one of the best locations for wind and solar with its vast open land.  

Electricity costs from wind are coming down further, thanks to advancements in technology: longer 

blades that allow to harvest wind economically even at low-wind-speed-sites, as well as higher towers. 

The solar PV industry competitiveness has resulted in drastic drops in prices of solar panels over the 

past decade, which translates to electricity price reductions in local projects.  

2. SECTION 3.2 OF THE CONSULTATION PAPER:  513MW SHOULD BE PROCURED TO BE 

GENERATED FROM STORAGE 

 

We support the role of storage and believe that it is a powerful demand side management tool. 

Additionally, storage can provide a smooth transition by supporting coal generation as 

decommissioning ramps up and wind / PV penetration levels increase.  

Storage should therefore have its own IRP allocation and not necessarily be included in wind / PV or 

the Distributed Generation allocations. The most appropriate way of doing this is to allow for energy, 

capacity and ancillary service auctions within the REIPPPP procurement framework. There should be 

no limit on the type of storage as all storage will ultimately strengthen the grid by providing frequency 

and voltage control (as well as other ancillary services).  

2.1 Will the introduction of storage technologies help in ensuring uninterrupted supply 

of electricity? 

Yes, it would allow the network operator the opportunity for several ancillary services that would 

ultimately strengthen the grid. For instance, to shift the load, i.e. charge the storage system when 

demand for electricity is low and discharge the storage system when demand for electricity is high. As 

well as voltage and frequency control. There is the potential that even though the initial capital 

expenditure may be higher, increased system availability and sales of stored energy at peak prices, 

through time of use tariffs that match system tariffs, would increase revenue and lower the levelised 

cost of energy.  

The hybrid solutions – including full dispatchable storage – are already cheaper than peaking plants 

and are technically feasible. If permitted, it can be used for other technical grid related uses. Wind and 

storage hybrid plants can address the issue of variability and smooth the energy output from wind 

facilities, while at the same time introducing the properties to do local load matching and even the 
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opportunity for addressing base load requirements on the grid. Furthermore, hybrid plants would 

enable wind plants to meet the day-ahead schedules to avoid penalties, while also giving the grid 

operator additional capacity for grid support to ensure stability.  

2.2 Is this type of technology determined in line with the best practices relevant at the 

time and ensures the mandate of security of supply as well as the objective of 

ensuring the use of diverse energy sources and energy efficiency? 

Yes, battery storage is being rolled out on a large scale globally. The benefit of storage in terms energy 

security are clear and the costs are declining at a global scale.   

2.3 Provide what you consider to be the risks associated with this new capacity? 

The biggest risk is that these technologies have not yet been banked in South Africa. There is also 

uncertainty as to whether the grid code would allow storage to be connected to the grid, this needs 

to be finalized before storage solutions can be procured. 

2.4 Provide your opinion on the socio-economic impact of the battery storage plants (i.e. 

how many jobs do they create)? 

For a 20MW/80MWh solution, the following jobs can potentially be created.  

 

 

3. SECTION 3.3 OF THE CONSULTATION PROCESS: 3000MW SHOULD BE PROCURED TO BE 

GENERATED FROM GAS  

3.1 Will the introduction of gas technology help in ensuring uninterrupted supply of 

electricity? 

The wind industry supports the procurement of gas as a form of flexible generation that will provide 

support to an energy system that will increasingly be dominated by variable renewable generation, as 

the 2019 IRP is implemented. However, concerns around the use of gas remain. It is common cause 

that a gas-to-power plant is required to make it economically viable to develop the complementary 

gas infrastructure proposed in the IRP. The 2019 IRP assumed a 12% load factor (utilization rate). This 

represents a low figure by international standards and would ordinarily not justify the development 

of gas infrastructure. The IRP therefore called for the conversion of the diesel-powered peakers on 

the east coast of South Africa, as this is taken to be the first location for gas importation infrastructure 

and any associated gas to power plants. It is understood that this has not yet occurred and the 

economic viability of gas is therefore questioned at this point in time.   
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Based on a recent CSIR report, a mix of renewables and gas will provide the lowest LCOE for South 

Africa. It is however unclear whether the cost of the infrastructure required for the implementation 

of the gas power plants have been included in this analysis. 

3.2 Must the existing diesel-fired peaking plants be converted to natural gas? 

Yes, as outlined above it makes sense to do this. 

3.3 Provide what you consider to be the risks associated with this new capacity? 

 Security of gas supply.  

 Installing the necessary infrastructure required for a viable gas industry. 

 Fluctuations in the price of gas. 
 

4. SECTION 3.4 OF THE CONSULTATION PROCESS: 5500MW SHOULD BE GENERATED FROM 

COAL 

4.1 Will the introduction of coal plants help in ensuring uninterrupted supply of 

electricity? 

No, the country has had load shedding for close on 10 years with an energy mix dominated by coal 

(90% coal). The intermittency of the technology is clear. Furthermore, as highlighted below, it is 

extremely challenging (impossible) to finance any new coal generation. Any procured coal capacity 

will be further delayed by environmental appeals.  

4.2 Is this type of technology determined in line with the best practices relevant at the 

time and ensures the mandate of security of supply as well as the objective of 

ensuring the use of diverse energy sources and energy efficiency? 

In a report entitled: The myth of “clean coal” why coal can only ever be dirty1. The report concludes by 

stating that: “Proponents with vested interests in the survival of the coal industry are promoting the 

idea of “clean coal” technology as the lifeline that will allow governments to continue to depend on 

coal as an energy generation option, while supposedly limiting its risks and impacts. There is no such 

thing as “clean coal”.  An overview of the coal cycle (mining, production, supply, and disposal) proves 

that “clean coal” is impossible. There are no solutions to neutralise all – or even most – of the dire 

environmental, health, and climate change impacts caused by coal. This is especially so in the context 

of significantly cleaner and cheaper alternative energy sources – such as wind and solar power – that 

are available in such abundance in our country. 

4.3 Do you think the time allowed for this build allocation will assist in closing the 

energy gap? 

We are of the view that it would take at least 5 years to construct a new coal power plant.  

                                                           
1 Life after Coal: 2019 report 
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4.4 Provide what you consider to be the risks or challenges associated with this new 

capacity? 

It is proposed that the likelihood of any new coal generation reaching commercial operation is highly 

unlikely due to environmental and financial considerations and that any new coal (if built) will quickly 

become a stranded asset, with energy transition already underway.   

Consider the case of the two coal IPPs that have been procured under the previous coal baseload IPPP 

Programme. Thabametsi (557MW) largely owned by Japan’s Marubeni and South Korea’s KEPCO and 

Khanyisa (306MW), majority owned by Saudi-owned ACWA Power. All pre-agreed funding (Standard 

Bank) has been rescinded and the plants are considered un-financeable. Of the big four banks, only 

ABSA is currently in the market for funding of fossil industries.  

Furthermore, the above-mentioned IPPs are caught up in legal disputes regarding the required 

environmental permitting. The Centre for Environmental Rights appealed the original Environmental 

Authorization (“EA”) that was granted by the Department of Environmental Affairs (DEA) in respect of 

the Thabametsi plant. The Department confirmed the EA, this decision was then taken on review by 

the respondent and the matter is still in front of the High Court. It has been indicated by the 

respondent that they are intent on taking the matter as far as the Constitutional Court if required.   

The project’s water use licence application (WULA) has also not yet been issued.  Should this approval 

be granted, it will almost definitely be appealed by various environmental organizations.  The 

generation license required from NERSA, has also not been issued, and will almost certainly be 

appealed by various groups should NERSA issue it.  Similarly, the Provisional Air Emission License has 

also been taken on appeal. It is clear that the likelihood of any coal IPP obtaining the required 

environmental permits needed to obtain financing (i.e.: the project is bankable) is minimal, and if 

granted, would be tied up in court action for many years. Furthermore, financing as shown above, for 

any fossil fuel energy is becoming increasingly difficult, if not impossible. In summary: 

 The required environmental permitting will be an onerous and time-consuming endeavour 

and will likely be appealed all the way to the constitutional court by various environmental 

NGOs. 

 Obtaining finance for any coal project is becoming increasingly challenging.  

 Securing a long-term supply of coal is challenging.  

 Carbon tax implications. 

 

4.5 Provide your opinion on the socio-economic aspects of procuring energy from a 

range of energy source technologies (i.e. in terms of the number of jobs each 

technology can develop)? 

The job creation should be viewed from an overall perspective in line with the country’s energy 

transition plans and the entire capacity as outlined in the IRP 2019. The CSIR comments on the IRP 

2019 (Wright, et.al, 2018) highlights that it is important to put employment numbers into perspective. 

It further highlights that while the decommissioning of results in decline employment in the coal 

sector, the deployment of new build natural gas capacity results in about 60 000 jobs while renewable 

energy deployment (solar PV & wind) contributes up to 110 000 jobs by 2030, which results in a net 

positive employment creation as demonstrated in the figure below.  
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Figure 1: Jobs Impact of the IRP 2018 (Wright, et.al) Final Comments on the Draft IRP 2018 

4.6 Provide your thoughts on the cost that will be associated with the new allocated 

generation capacity in line with a mandate to ensure long term sustainability of 

electricity supply industry as well as affordability. 

According to Yelland (2016) the cost of new coal (LCOE) ranges between R1.05 and R1.19, based on 

Medupi and Kusile. The coal IPPs procured in 2014 were successful at R1.015/kWh for project 1 and 

Project 2 was successful at R1.18/kWh. In comparison, this cost is higher than renewables technologies 

which have been on downward trend for the past decade, and therefore coal is viewed as unaffordable 

for the consumer.  The decision to procure new generation should be on a least cost basis. I.e. what 

mix of generation will provide the least cost per KWh for South African consumers.  

4.7 Provide your thoughts on Eskom as a chosen buyer of the new generation capacity? 

 

We view this process as an opportunity to fast-track the commitments to establish an independent 

system operator that would procure energy from all generators on a fair and equitable basis without 

prejudice. This would allow us to move away from a single buyer office model.  

4.8 Must it only be Eskom who is the Buyer of this electricity or any other Licensed 

Electricity Distributors (i.e. Municipalities or Private Distributor) be allowed to buy? 

We support the opening of the market to entities other than Eskom, for instance Municipalities, to 

purchase from IPPs. Bankability issues remain with several Municipalities but this can be assessed on 

a case-by-case basis and if the risk profile can be adequately mitigated then the IPP should be free to 

sell power to another entity if commercial agreement can be gained. 

 

4.9 Do you think the trader should also be allowed to buy this new capacity? 

No, being a trader and a buyer is actually conflict of interest, therefore it is recommended that the 

buyer of electricity should not be allowed to participate in the competitive bidding process for 

procurement of new generation capacity.  
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4.10 Do you think it is fair for Eskom to be restricted as the buyer instead of also 

allowing them to participate in the bidding process? 

Yes. Eskom must be restricted to being the buyer only as it is a conflict of interest to be the generator 

as well as the off-taker. Eskom also has tremendous debt burdens at the moment and would not be 

able to take on a build of this size. Eskom's track record with Kusile and Medupi are sub-optimal and 

the cost and time overruns at those two projects make a clear case for not allowing Eskom to embark 

on another new-build drive. Additionally, the private sector is willing to take on all of the risk and 

funding requirements needed to build these REIPPPP projects with the outcome of a highly 

competitive tariff.  Eskom should not be burdened with something that the private sector is willing to 

undertake. 

4.11 Provide your thoughts on IPPs as the chosen builders of the new generation 

capacity? 

IPP's have an extremely good track record of building projects on time and on budget. Any risk of cost 

overruns are borne by the IPP and does not affect the tariff, whereas with Eskom, cost overruns are 

pushed into the tariff for Eskom to recover from its revenues. The REIPPPP was (and should be) a world 

class programme that delivers renewable energy onto the grid at no unforeseen risk to the SA 

taxpayer. 

4.12 Provide your thoughts on the method of procurement chosen for the 

procurement of new generation capacity? 

The IPP procurement model that has been implemented in South Africa for procurement of new 

generation capacity should continue to the programme used by the government to procure renewable 

energy from IPPs. It is a world class programme that ensured clean, cheap power for the country at 

no risk to Eskom or the public.  

4.13 Provide what you consider to be the risks associated with the overall capacity in 

this determination? 

The foreseeable risk is that the country is already in an energy crisis as it was already evident before 

Covid-19 lockdown, as Eskom energy availability factor continues to be below 65%. When the 

economy re-opens, energy demand will continue to outstrip supply. The delays in procurement of new 

generation capacity is identifies as a big risk. As outlined earlier in this submission, should 

procurement be delayed the country will continue to be in an energy crisis and that will have an impact 

on the economy. The largest capacity allocated in this proposed determination is for solar PV and 

wind, therefore procurement of new generation capacity, particularly the REIPPPP Round 5 needs to 

occur urgently if the capacity shortfall is to be met. 

5. MUST THE NERSA CONCUR WITH THIS THIS MINISTERIAL DETERMINATION AS PER THE 

PRESCRIPTS OF SECTION 34 OF THE ACT? 

SAWEA would like to recommends that NERSA concurs with this ministerial determination 

 The concurrence of the Ministerial Determination should be prioritised and fast-tracked 

wherever possible: capacity needs to be urgently added to the grid. 

 The REIPPPP is the most appropriate way to do this, as an established procurement 

model.  

 


