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POLICY AND NATIONAL PLANNING CONTEXT
OF THE IPP PROCUREMENT PROGRAMME
(IPP PP)

South Africa’s IPP Procurement Programme is informed by the
global, regional and local policy context
Global & Regional context and commitments
Global / regional / local trends

Global / Regional Commitments made by SA

Political
Economic / Financial
Social
Environmental
Technology Legal

COP 21 (UN Convention on Climate Change)
Regional Integration
Bilateral & Multi-lateral Agreements & Treaties

National strategies, plans, policy and processes

1

2

National
Development
Plan (NDP)

National Infrastructure
Plan

Integrated Energy Planning
(IEP) Processes

Identifies long-term plans to
meet SA’s economic, social and
environmental needs. Energy
infrastructure is a critical
component for economic growth.

17 Catalytic Strategic
Infrastructure Plans (SIPs) for
social and economic
infrastructure across all 9
provinces

Long-term (2050) Integrated Energy Plan
being developed - informed by key sectoral
Masterplans and Road Maps (Gas, Liquid
Fuels, Electricity).

The NDP proposes diversity and
alternative energy resources and
energy supply options, both in
terms of power generation and
the supply of liquid fuels.

National Legislation
National Energy Act of 2008 –
requires development of IEP
Electricity Regulation Act (ERA)
and New Generation Capacity
regulations (NERA)

Integrated Resource Plan (IRP)
for electricity
The IRP requires a specific generation mix
to meet the electricity needs over a 20
year planning horizon, and informs
Ministerial Determinations on energy
capacity. IRP updated biennially, with 2017
version being finalised currently.

IPPP Programme mandate
Ministerial Determinations
14 725 MW for renewable IPPs
15 390 MW for non-renewable IPPs
(SA and the Region)
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DoE mandates IPP Office to procure & advise
IPP Office procurement & intervention planning
informed by Department of Energy (DoE) 5-year
plans
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The IPPPP is aligned with global & regional agreements and
national policies, plans and socio-economic features
• South Africa, similar to other countries in the world, is determining its power generation capacity and
technology mix based on:
• the pace, structure and outlook for economic expansion – stagnant domestic economic growth;
• electricity needs – lower and changing electricity demand as well as changing energy requirements
for the economy;
• the existing and expected costs and efficiencies of different technologies – fast pace of technology
developments at decreasing costs;
• the country’s commitments to reduce Greenhouse Gas Emissions (notably carbon dioxide – CO2) –
electricity generation sources and technologies; and energy sources for transport and industrial use
to change;
• the country’s climatic conditions and water availability – increasing water scarce and water
distressed country;
• the nature and levels of socio-economic development – poverty, unemployment and inequality
levels among middle-and high income countries;
• fiscal considerations – increasing debt levels.
•

It is within this context and with the urgent drive of showing SA’s progress on climate change commitments by
December 2011 as well as the need for adequate, reliable, flexible and affordable electricity generation capacity, that
the Government of South Africa launched the Independent Power Producers Procurement Programme (IPPPP), with
renewable technologies. Prior to that government had adopted a policy to allow private sector investment whilst
taking into consideration impact on ESKOM
5

The IPPPP is aligned with Energy Policies and
National Planning Context
•

The White Paper on the Energy Policy of the Republic of South Africa (1998) commits to implement various
electricity market reforms, including:
o Encouraging private sector participation in the industry – Independent Power Producer Procurement
Programme (IPPPP) - Achieved
o Encouragement of competition – Not achieved between public and private energy markets - only
competition achieved within the market created by the IPPPP
o Permitting open, non-discriminatory access to the transmission system – Not achieved

•

Electricity Regulation Act, 4 of 2006 (ERA) formalised White Paper to inter alia provide for:

o

Minister of Energy to determine that new generation capacity is needed, require private sector participation
(IPPs) and that the electricity must be purchased by such a designated buyer (Eskom)

Non-discriminatory access to the transmission and distribution power systems to third parties (section
21(3)), thereby enabling private sector participation in electricity generation.
The IPPP is as relevant today as it was at the time of its launch in 2011 (See Annexure 2) and its design and
implementation has proved that it is giving effect to all national and energy policy and planning objectives as
elaborated in e.g. the National Development Plan (NDP), the White Paper on Energy Policy of South Africa 1998,
the Integrated Energy Plan (IEP) of 2016, the various Integrated Resources Plans (IRP) since 2010 to the latest,
strategic infrastructure and industrialisation plans and accords such as Green Economy and Youth Accords between
government, labour, business and civil society, while minimising the burden on the fiscus and consumer.
o

•
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However, implementation of aspects of Energy Planning and Sector
Institutions is incomplete, hampering the full benefit of
the IPPPP & putting its existence at risk
Security of energy supply
Diversify supply sources
and primary energy carriers

Water conservation

Increase access to energy

Minimise emissions
from the energy sector

Promote localisation,
technology transfer,
and job creation

Minimise cost of energy
Improve energy efficiency

Integrated Energy Plan

Resource and masterplans not finalized nor integrated
Integrated
(Electricity)
Resource Plan

National Energy
Regulator of South
Africa (NERSA)
Regulation governing operations

Liquid
Fuels
Master Plan

Gas
Utilisation
Master Plan

Central Energy Fund

Eskom – integrated / monopoly state-owned enterprise

IPPPP

IPP
Office
1&2
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IPP OFFICE MANDATE

1

4

2

IPP Office, Mandated to Implement IPPPP, Operates at
Arms-length from Government & is Self-funded

IEP &
IRP

Determinations –
DoE as Procurer

5

Minister
of
Energy

Mandate
Instructions to IPP
Office to procure

3

IPP Office

Draft Determination
to & Concurrence
given by Nersa

Nersa

DoE

Department of Energy (DoE) is mandate owner of the
IPPPP. The IPP Office is an agent of the DoE providing
the necessary capacity for the implementation of the
IPPPP and the related interventions. The IPP Office
provides monthly and quarterly reports to the DoE on all
the different programmes and interventions.

DBSA

Memorandum of
Agreement (MoA)
2010 – 2015
2016 – 2019
Draft extension awaiting
signature

Development Bank of Southern Africa (DBSA)
oversees the appointment of staff and the office
operations as well as the procurement of consultants,
goods and services required of the IPP Office. DBSA
provided the initial funding for the IPP Office as a loan
recoverable at Financial Close.

National
Treasury

National Treasury (NT), through the Government
Technical Advisory Centre (GTAC), manages the
IPP Office Account (a project development facility)
in which the revenue of the IPP Office is held;
National Treasury’s role is further discharged
through concurrence in terms of Section 66 and 70
of the PFMA to provide a guarantee to back the
obligations of Eskom in terms of the Power
Purchase Agreement (PPA) with the IPPs
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IPP Office Mandate
•

The partnership has bolstered investor confidence (evidenced by the over-subscribed
REIPPPP)

•

Pursuant to the MoA the respective roles of the three partners are as follows:
– Department of Energy (DoE) is mandate owner of the IPPPP and the IPP Office and
guides and monitors the delivery and performance of the IPP Office though monthly and
quarterly reporting – the IPPPP procurement processes are audited by the Auditor-General;
– National Treasury (NT), through the Government Technical Advisory Centre (GTAC),
manages the IPP Office Account (a project development facility) in which the revenues of
the IPP Office is held; National Treasury’s role is further discharged through concurrence in
terms of Section 66 and 70 of the PFMA to provide a guarantee to back the obligations of
Eskom in terms of the Power Purchase Agreement (PPA) with the IPPs – the IPP Account is
audited by the Auditor-General; and
– Development Bank of Southern Africa (DBSA) oversees the operations of and
procurement of goods and services required of the IPP Office – the IPP Office operations
and related procurement is audited by the DBSA appointed auditors.
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IPP Office Mandate
•

Mandate of the IPP Office is directly derived from:
o New generation capacity determinations by the Minister of Energy designating the DoE as the
designated procurer – Determinations, progress and achievements to date are discussed in next
section of presentation
o Written mandate instructions from the DoE to provide assistance with specified strategic
interventions, for example:
 Contract management, evaluation and monitoring of IPP projects (linked to 20 year
contracts)
 Cross-border and regional projects
 Solar Water Heater Repair and Replace Programme strategy and implementation
 Sector Planning support - IRP, IEP, Gas Utilisation Master Plan (GUMP)
 Assessment of regulatory reforms, for example to enable the Gas-to-Power Programme and
other programmes
 Alternative funding models (especially for BEE ownership)
 Potential municipal off-take and innovative credit enhancement and market support
structures
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IPP ENERGY PROCUREMENT IN TERMS OF
DETERMINATIONS
AND RELATED SERVICES

Determined New Generation Capacity with the
Bigger Part to be Procured from IPPs
Through a number of determinations the Government is seeking to procure over 30GW from Independent Power
Producers. The programmes are well aligned as they diversify the energy mix, ensure security of supply and
procure power at the cheapest costs

Note:
• Figures in table are in terms of IRP 2010, but need to be aligned to the revised IRP 2010 as approved by
Cabinet in December 2017
13

IPPPP in process: REIPPPP
14 725 MW Renewable Energy through 4 determinations
PROCURED 6 376 MW to date through the rolling bid-window programme

1

6

3 725 MW

112

Bid rounds completed Large REIPPP Bid Windows 1, 2, 3, 3.5, 4 Smalls BW1
and 2)
Projects Procured

IPPs
62* Operational
December 2017

2

- 3 774MW reached Commercial Operation by 31

SIGNED 4 001** MW to date

3 200 MW

64

Projects signed from Large REIPPP Bid Windows 1 (28 projects), 2 (19
projects), 3 (16 projects) and 3.5 (1 project)

PROCURED, ANNOUNCED BUT NOT YET SIGNED 2 421 MW

3

48

6 300 MW

Projects contracted from Large REIPPP Bid Windows 3 (1 project), 3.5 (1
project), 4 (26 projects), Smalls BW1 (10 projects) and Smalls BW2 (10
projects)

PROCURED, NOT YET ANNOUNCED 1 775 MW

19

4

1 500 MW
Solar Parks

Expedited Bid Window projects

IMMEDIATE DECISIONS

• Get approvals to complete procurement process and financial close of 67
projects – immediate approval to sign agreements for 27 BW3.5 & BW 4
projects required;
• Section 66 and 70 approval from Minister of Finance, and Section 54 from
DPE and Eskom for 20 Smalls BW 1 and 2 Projects - required to complete
procurement process
• DoE to announce Preferred Bidders for 19 Bid Window 4 Expedited projects
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• Release Requests for Proposals for Large REIPPP Bid Window 5, Smalls Bid

IPPPP in process: COAL PROGRAMME
2 500 MW Coal determined
PROCURED 863 MW in the first Bid Window
•

2 Projects announced in October 2016 with a total investment of R
40,4 billion.
Thabametsi Coal Fired Power Project situated in Limpopo Province
557.3 MW; and ACWA Power Khanyisa IPP Project situated in
Mpumalanga 306 MW.
PIC, IDC and the DBSA provided funding in support of the BBBEE
parties amounting to R3.2 billion as equity and shareholders loans
During the construction period of 3 to 4 years, 6 600 jobs will be
created with 13 500 jobs during the operating period of 30 years post
construction.
30 year PPA where the tariff will in respect of all components other
than the Fuel Charge Rate escalate with CPI.
Significant penalties levied for not timeously achieving scheduled
commercial operation (i.e. 6 days for 1 day late connection)

•
•

2500 MW

•
•
•

ACTIONS AND DECISIONS
•
•
•

IPP Office to negotiate with preferred bidders on the introduction
of cleaner coal technologies
Section 66 and 70 approval from Minister of Finance, and Section
54 from DPE required for financial close of Coal BW 1 projects
Cleaner coal technology to be considered for 2nd bidding round for
the remainder of the determination
15

IPPPP in process: CROSS-BORDER COAL
PROGRAMME
3750 MW Coal determined

Development of Cross Border Coal Programme
•

As part of the development of Coal Programme various cross border
opportunities for IPP coal fired generation plants were identified and
the current RFP for the Coal Programme envisages a separate
programme
The Minister proceeded to issue a Cross-border coal determination
The Cross-border Coal presents an opportunity for regional integration
and development not only with regards to the generation capacity but
also provides impetus to implementation of the long overdue grid
infrastructure development (regional grid interconnectors) thereby
enabling better trading in electricity in the SADC region.

•
•

3750 MW

ACTIONS AND DECISIONS
•

•

IPP Office to continue with development of the cross-border coal
programme with extension of the mandate to focus on the required
grid infrastructure and structuring procurement for such grid
infrastructure
Engagement by the Minister of Energy with other SADC Energy
Ministers to pave way for implementation by the IPP Office of the
16
cross-border coal programme

IPPPP in process: GAS PROGRAMME
3 726 MW Gas to Power through 2 determinations

OVERVIEW

1

•

3 126 MW

•
•

Project Information Memorandum (PIM): Released to market October
2016
Initial Projects to be located in Richards Bay IDZ (2 000MW) and Coega IDZ
(1 000 MW).
Initial capex only estimated at R 47 billion. Significant annual spend locally
through out 25yr Power Purchase Agreement (PPA) term

OBSERVATIONS

2

600 MW
Strategic Equity
Partner for CEF/
PetroSA as and when
infrastructure is
available

•

Eskom signing of the REIPPPP is a precondition for international investor
confidence in the IPPPP and the Gas Programme.

DECISIONS
•
•
•
•

To release to the market a Gas Utilisation Masterplan
Amendments to the Gas Act to enable longer term development of Gas
Market
To release the RFQ and RFP documentation to the market subject to
alignment and release of the Integrated Resources Plan (IRP)
To clarify lead roles and mandates of government institutions to avoid
duplication of effort and expenditure
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IPPPP in process: CO-GENERATION PROGRAMME
1 800 MW Co-Generation Energy through 2 determinations
Brownfields Programme
Targeting existing facilities
Short project development timelines
Evaluation based on simplified evaluation criteria and short period for
financial close.
- Legal requirements
- Financial requirements
- Technical viability
- 1 projects procured: 11,18 MW

1

Technologies

800 MW

2

Waste to Energy
Combined Heat and Power
Industrial Biomass

Greenfields Programme

1 000 MW

Target New Build
Draft RFP Concept
High tariff expectation might impact on the viability of the programme

Decisions
Strategic consideration of sugar industry for South Africa and economic
and financial impact of the cogeneration programme
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Summary of Compliance with Process of Determinations to
Achieve Financial Close regarding programmes in process
Procurement Compliance Issues

RE BW3.5 &
4

Smalls

BW4
Expedited

Cogeneration

Coal BW1

Gas


Nersa

National Treasury

DPE

Eskom
In relation to Regulatory Framework and Stakeholders:

Determinations by Minister of Energy aligned with IRP 2010 and
concurred by NERSA

√
√
√
√

√
√
√
√

√
√
√
√

√
√
√
√

√
√
√
√

X
X
X
X

√

√

√

√

√

√



PPA (risk allocations and financial obligations) discussed with NERSA,
Eskom and National Treasury

√

√

√

√

√

X




DoE Bid Adjudication Committee Approval
Cost Recovery mechanism – NERSA letter to Eskom approving signature
and coverage under the Cost Recovery Mechanism

√
√

√
√

√
√

√
√

√
√

X
X



Government Support (per Government Support Framework Agreement
entered into DoE, DPE, NT and Eskom)

√

√

√

√

√

X

X
X
X

X
X
X
X

Consultation and Concurrence before releasing the procurement documentation
with:

Regulatory Approvals and Risk Management:

Section 54 Approval by DPE authorizing Eskom to enter into PPA

PFMA: Section 66 and 70 Approvals by Minister of Finance

Government Support Framework Agreement (GSFA) Schedules

Nersa IPP Licence Approval (PPA and price) - Responsibility of individual
IPPs

√
√
D √

X
X
D..√

√
X
D/F X

E

√
√
X

G

√

RE BW 3.5 & 4 – Significant delays experienced. Minister of Energy signed section 34 determination in first week December 2017 and section 54
determination by Minister of Public Enterprises on the 01 February 2018. the ESKOM concerns have been discussed and addressed. Expecting that the
PPA to be concluded soon because its has dire implications for the country and region if obligations with finance institutions are not honoured as per agreed
timelines.
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IPP Office Intervention Mandates
MANDATED INTERVENTIONS

STATUS

Institutionalisation of the IPPO

• The IPP Office reports now directly to the Minister of Energy and the
negotiation of the extension Memorandum of Agreement is being finalise
• The current MOA expires in March 2019

Monitoring of all Section 34 IPP Projects and Peaker IPP Plants Avon and • Contract management monitoring and evaluation ongoing – 20 year period
Dedisa
Reporting on the Implemented Projects

•
•
•
•

Quarterly Reports on Programme Achievements to DoE
Quarterly Reports on Provincial Achievements to DoE
Quarterly reporting to National Treasury, PIC and Provinces
Quarterly Reports are available on website www.ipp-projects.co.za

Solar Water Heaters Repair and Replace Programme mandate in • Achieved the roll out of the programme under and on the ground in Sol
partnership with the DoE and CEF
Plaatje - achieved by mid-February.
• Procurement programme of SWH Units in process
• Roll out in Sol Plaatje, Barkley West, Ivory Park and Orange Farm planned
to be finalised by November 2018 about 20 000 units to be borrowed from
DoE..
• Programme targets training of youths, women military veterans and
developing sustainable SMMEs.
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IPP Office Intervention Mandates
MANDATED INTERVENTIONS

STATUS

Support to Energy Strategies and Planning

• Ongoing advisory support to DoE in developing IRP and IEP

Support to DoE with regards to development of a regional gas • Gas Utilisation Master Plan completed to be integrated in the Regional Gas
masterplan and the integration of GUMP
Masterplan
• Gas Market study completed
• Investigation into sourcing of gas from the region (Mozambique, Angola, Tanzania)
and the required infrastructure in process
Develop and implement a Cross-border Strategy conceptualise • Regional Strategy completed.
and design cross border projects and procurement.
• Implementation ongoing with capacity support provided to Botswana, Namibia other
African countries and Grand Inga Programme.

Storage and Off-Grid Solutions

• Assessment of the techno-economic feasibility and use of energy storage
technologies for South Africa completed
• Piloting of renewable and storage solutions required to demonstrate concept in
South African circumstances

Towards Cleaner Coal Solutions in South Africa

• Clean Coal Cost-benefit analysis completed for the coal procurement programme
• Draft Options Paper produced for DoE/Minister on considerations with regard to
decommissioning of aged coal plants. Paper included related socio-economic
impacts and mitigations such as renewable and gas programme roll-out
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IPP Office Intervention Mandates
MANDATED INTERVENTIONS

STATUS

Funding mechanisms and alternative market support structures to • Co-designed, with DBSA, NT and KfW, a facility for investment in small renewable
limit government contingent liabilities
energy transactions completed and facility has been established
• Refinancing guidelines for existing IPP Projects developed and being implemented
• Depending on available budget, the IPP will undertake studies in 2018/2019 on
alternative market support structures, further actions to be taken to reduce reliance
on government support and options to improve the impact of IPPPP socioeconomic development and broaden / deepen economic transformation
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IPPPP CONTINUOUS SUPPORT TO ACHIEVING
NATIONAL OBJECTIVES

IPPPP: Continuous Support to Achieving
National Objectives
•

Since its inception in 2010, the REIPPPP has demonstrated its direct and indirect contributions to
achieving national objectives by:
o Alleviating severe electricity supply constraints
o Creating much needed fiscal space for government to invest in areas of priority such as education,
health and social welfare – it compliments government spending rather than compete with it
o Having no impact on Eskom’s balance sheet
o Having only a light touch impact on the balance sheet of Government in event that Eskom defaults
o Contributing to radical socio-economic transformation
o Socio-economic spend and upliftment of surrounding communities by IPPs contributing to
poverty reduction
o Dividends to surrounding communities from investment in each project
o Entrepreneurial development and establishment of BBBEE businesses

•

All activities of the IPP Office are anchored within the national planning context and annual
deliverables and performance of DoE planned and executed accordingly

•

The IPP Office directly supports the achievement of Department of Energy (DoE) Strategic
Objectives and reports monthly and quarterly on its achievements, challenges and risks to the
DoE
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Policy and National Planning context
DOE, Strategic plan1

National Targets
IRP 2010
2019 Target:
19,694 MW “New Build”
6,325 MW from RE sources

NDP / MTSF
Electricity reserve margin 2019
Target: 19% from baseline of 1%

Ministerial
Determinations
13,225 MW from Renewable
Energy sources
1,500 MW Solar Park
6,250 MW designated from coalfired plants (including crossborder coal)
1,800 MW of cogeneration
3,726 MW of Gas-fired power
plants
2,609 MW of imported hydro

Outcome 6. 2019 Target:
10,000 MW from a baseline of 44
000 MW
“…introduce IPPs in support of
electricity security of supply”
2019 target: At least 2 major
power stations and 7,000 MW
renewable energy deals
“Commission at least 7,000 MW
of renewable energy by 2020”
2019 Target: 5,000 MW

SIP 1, 8 & 9
Implementation of the IRP 2010,
amongst other initiatives.
SIP 1: Unlocking the Northern
Mineral Belt: Infrastructure such
as Energy
SIP 8 2019 target: 6,725 MW
RE through IPPs by 31 March 2019
SIP 9: Electricity Generation to
Support Socio-economic
Development in line with IRP

IPP Office planning

Strategic Goals
Goal 1: Security of supply. To ensure that
energy supply is secure and demand is well
managed.
Goal 2: Infrastructure. To facilitate an efficient,
competitive and responsive energy
infrastructure network
Goal 3. Regulation and competition. To ensure

APP
Annual Procurement Plan with
annual and quarterly
performance targets and
measures
3 year focus

that there is improved energy regulation and
competition.
Goal 4: Universal access and transformation.
To ensure that there is an efficient and diverse
energy mix for universal access within a
transformed energy sector.
Goal 5: Environmental assets. To ensure that
environmental assets and natural resources
are protected and continually enhanced by
cleaner energy technologies.

Programmes 2, 4, 5 & 6

Note 1: DoE Strategic plan 2015 - 2020
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Early achievements from IPPPP as applied to
Renewable Energy
The REIPPPP has been successfully delivering clean energy timeously and cost effectively
megawatts
operational (MW)
Actual capacity delivered at Dec 2017
3 773 MW

portfolio price trend
(R/kWh Apr 2016 Terms)

clean energy
generated (GWh)

- 34%
- 19%
- 39%

2.52
1.66

1.34
0.82

BW1

Since the end of 2013, the IPPPP increased SA’s
installed and operational RE capacity to more than
3 GW – this is equivalent to 66% of the capacity of the
Medupi power station and 19,8% of the energy output
that Medupi will provide once completed, in only a
third of the time. As at December 2017, 95% of IPP
sites scheduled to be operational have started
commercial operations. Average time for construction
completion of the 62 projects has been 1.9 years.
The 27 projects to be signed will provide an additional
2 305 MW (contracted) capacity.

Performance data obtained from IPPPP Quarterly
Report (October to December 2017)

BW2

BW3

BW4

Through the competitive bidding process the
IPPPP effectively leveraged rapid, global
technology developments and price trends,
buying clean energy at lower and lower rates
with every bid cycle, resulting in SA getting the
benefit of RE at some of the lowest tariffs in
the world. The estimated, average portfolio cost
for all technologies under the REIPPPP has
dropped consistently in every bid period to a
combined average of R0.86/kWh in BW4.
Indications are that prices will continue to
decrease in future rounds

Although production is only ramping up as
IPPs become operational, 22 165 GWh have
already been generated by 62 operational
projects since inception to December 2017,
enough to power 6.7 million households,
while offsetting 22.5 Mton CO2 emissions
and saving 26.6 million kilolitres of water
in relation to fossil fuel power generation.
It is expected that BW3.5 and 4 projects, to
be signed, will offset an additional 8.1
million tonne CO2 per annum. These BW3.5
and BW4 projects, once fully operational at
maximum capacity, will save approximately
26
9.6 million kilolitres per annum.

Early achievements from IPPPP as applied to
Renewable Energy
…and supporting broader economic development objectives
Total foreign investment
relative to total investment
(cumulative total R201.8
billion)
48,7

47,9

34,7

27,8

31%

17,0

9,6

BW1

South African and
equitable
shareholding (%)

Equity
47,8

Debt

direct employment creation
(job years)

BW2

BW3 BW3.5 BW4 BW1S2 BW2S2

The total foreign equity and financing invested in
REIPPs (BW1 - BW4, Smalls BW 1-2) reached R48.7
billion by December 2017.
The 27 projects to be signed will provide foreign
investment to the total of R17.9 billion domestic
investment of R38 billion and total investment of
R55.9 billion

Performance data obtained from IPPPP Quarterly
Report (October to December 2017)

RE generation plants are capital and intensive and
technologically advanced. 34 841 direct Job Years
(39 537 FTEs) created for South African citizens by
December 2017, including people from communities
local to the IPP operations. Of these jobs 34 108 (88%)
are during construction and 4 667 in the operational
phase of the projects.
38 774 Total job years (43 999 FTEs) created by the
programme to date of which 40% is for the youth.
The 27 projects to be signed will provide 54 362 total
job years (61 688 FTEs) of which 95% is for SA citizens
during plant construction and operations.

The IPPPP: (i) Empowered South Africans,
who own on average 48% equity in all IPPs;
(ii)
Broadened
Black
Economic
Empowerment, as Black South Africans
own, on average, 31% of project equity
(shareholding) in the projects which have
reached financial close (i.e. projects in BW1
– BW3.5); and (iii) Secured 10% equity in
IPPs for local communities, who will receive
R29.3 billion net income over the life of the
projects (20 years).
For the 27 projects to be signed,
negotiations led to 55% Active SA BEE
shareholding in Bid Window 4 and 42.9%
27
in the one Bid Window 3.5 project.

Early achievements from IPPPP as applied to
Renewable Energy
Economic and socio-economic benefits to communities through contractual obligations
to spend between 1% & 1.5% of the project revenue on socio-economic development
and 0.6% on enterprise development
Socio-economic development (SED)1
(Rand billion)

Activity spread for ED and SED
Projects spend reported by Dec 2017 (% of total)

Actual at
Dec 2017

Committed
of committed
revenue over 20year PPA
Period

1.2%

of achieved revenue –
to be increased with
development plans

R 504.9 million

Enterprise development (ED) 1
(Rand billion)
Committed

21.1%
social welfare

health care
10.0%
0.4%
of achieved
revenue and to be
increased as per
development plans

R 166.3 million
1

education and skills development

4.3%

Actual at
Dec 2017

of committed
revenue over
20 year PPA
period

39.7%

general administration
24.9%

enterprise development

Performance data obtained from IPPPP Quarterly Report (Oct – Dec 2017)
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Early achievements from IPPPP as applied to
Renewable Energy
The REIPPPP represents the country’s most comprehensive strategy to date in achieving
the transition to a greener economy. It has catalysed large investments in
manufacturing and indirect job creation, nearly all these achievements have been
reversed due to programme roll-out delays.
• Local content (South African manufactured products) minimum
thresholds and targets were set higher for each subsequent bid
Local content
window.
(Rand billion)
• For a programme of this magnitude, with construction
procurement spend alone estimated at R75 billion, the result
Actual at
Committed
45%
50%
could be a substantial stimulus for establishing local
Dec
2017
manufacturing capacity.
of total project
of total project
value
value realised • REIPPPP has boosted local manufacturing to the extent that a
to date which is small export industry has started to develop with imports of
solar photovoltaic and wind turbine components progressively
an over
R 41.0 billionachievement declining since 2012.
R 67.1 billion
• However, due to the delays in the signing of the PPAs and
uncertainty regarding the future of the Renewable Energy IPPPP
The local content commitments for all procured projects amount to
at least 14 manufacturing companies closed down and have
approximately R67.1 bn of which the 27 projects to be signed
decided to withdraw from South Africa or put their investments
represent R22.5bn.
on hold, additionally industry training schemes have been put on
hold.

spend1

1

Performance data obtained from IPPPP Quarterly Report (Oct to Dec 2017)
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The REIPPPP is Providing Benefits to All Nine Provinces
Commitments for bid windows 1, 2, 3, 3.5,4, Small BW1 and Small BW2 as at 31 Dec 2017
R5.9 billion

R840 million

R174 million

7 693 jobs

228

280

megawatts
procured

megawatts
procured

R7.2 billion

R366 million

R615 million

3 121job years

R134.1 billion

R13 157 million

megawatts
procured

3 621
R18 348million

R929 million

megawatts
procured

Limpopo

68 041 job years

projects

Mpumalanga
North West

R14.4 billion

606
megawatts
procured

R1 636 million

R133 million

Free State

59

4

Western Cape
11 067 job years

megawatts
procured

2

2 709 job years

project

Northern Cape
projects

R1.5 billion

project

6
projects

R1 109 million

Gauteng

30

13

KwaZulu Natal

megawatts
procured

projects

Eastern Cape

14

17

projects

projects

R29 million

project
R26 million

1 509
megawatts
procured

megawatts
procured

Total project
costs
Socio Economic
Development
Community
trusts

R33.8 billion

R4 489 million

R7 434 million

18 137 job years

Job creation

R1.1 billion
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IPPPP Achievements and Potential:
Investment
The total investment from current IPP Programmes and the potential
investment to be unlocked from planned procurement:
•

The total infrastructure investment from 64 signed projects (i.e. projects with contractual obligation to
construct), totals R142 billion

•

The total infrastructure investment from the 27 Bid Window 3.5 and 4 projects and 20 Small REIPPP Bid
Window 1 and 2 projects still to be signed total 2 421 MW (48 projects) with investment amounting to
R59.8 billion

•

The total infrastructure investment from the 19 Procured but unannounced REIPPPP Bid Window
Expedited total R63.4 billion

•

The total investment from the 2 Projects under the Coal Bid Window 1 still to be signed is R40.4 billion.
If the total determined Coal IPP energy is procured this could bring an additional R80 billion in
investment

•

The initial CAPEX only estimated from planned Gas-to-Power Programme is R47 billion per annum
(and up to R713 billion if other sector use is included)

•

The potential infrastructure investment that could be derived from the 1800 MW determined Cogeneration
Energy is R12 billion
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IPPPP Achievements:
Energy Procured at Competitive Prices
• Electricity prices for the first two REIPPPP bid windows were much higher than in the
subsequent bid rounds:
o

this was expected given that the sector had to be established in SA, and is a regular phenomenon for any new
technologies and industry development

• Going forward:
o
o

a dramatic downward cost trajectory for renewables is already evidenced and the expected trend is that it will continue
to levelised cost of energy (LCOE)
Forward looking renewables and gas is the cheapest new generation capacity

•

Section 10 of the Electricity Regulations on New Generation Capacity allows for Eskom to recover all its
costs on the REIPPPP and any other Section 34 procured IPP programme through the electricity tariff and
therefore provides certainty

•

The impact on Eskom’s balance sheet is effectively mitigated by the cost pass-through and the
concurrence of the National Energy Regulator (NERSA) when determinations are made by the Minister in terms
of section 34 of the ERA.
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IPPPP Achievements:
Jobs
•

The 62 signed IPPs under REIPPPP that have completed construction had planned to deliver 17 528 jobs
during the construction phase, but achieved 27 775 new jobs. This is 58 % more jobs than committed. A
total of 6729 jobs have been created during operations by the end of December 2017.

•

The 27 projects to be signed under REIPPP Bid Windows 3.5 and 4 will create 58 419 full time
equivalent jobs (using the DPW calculation) for SA citizens - mostly during the construction period and
mostly for youths

•

A total of 20 100 full time equivalent jobs will be created in Limpopo and Mpumalanga through the First
Coal Bid Window. If the remaining Coal Energy Determination is procured, this will deliver a total
estimated 60 000 full time equivalent jobs for SA citizens.

•

The planned Gas-to-Power IPP Programme will deliver about 50 000 per annum economy-wide, fulltime equivalent job opportunities over the next 25 years.

•

Although most jobs are created during the construction period, the anticipated rolling
procurement programme was designed to ensure ongoing job creation.
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IPPPP Achievements:
Socio-Economic Development
IPP contributions are responding to the real needs of local communities…
•

IPP spending on local community initiatives are
– closely aligned with the broader needs of local
municipalities as reflected in their Integrated
Development Plans; and
– responds to the specific needs of communities.

•

As at end Dec 2017, the 62 operational IPPs have
estimated to commit to a total of R1,278 billion to 37
primary beneficiary local communities through:
–
–
–
–

R601million possibly committed to community
ownership (shareholding) i.e. dividends in IPP Projects
R256.2 million on education and skills development,
R160.5m on enterprise development, R135.9m on
social welfare and R27.6m on health care.
R64.7m will be spent on general administration of
community spending initiatives by IPPs and R32.1m
was not allocated to any of the above categories.
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IPPPP Achievements:
Socio-Economic Development
IPP Contractual Obligations under REIPPPP BW 1-3.5 Signed and BW3.5 & 4 Unsigned Projects
Relative shares of socio-economic development, enterprise development and community trust flows
over time

Enterprise Development
Socio-Economic Development
Community Trust Dividends

2013-2017 2018-2022 2023-2027 2028-2032 2033-2037
2038-2042
R 122.04
R 717.21 R 1 283.60 R 1 662.89
R 1 810.91
R 803.91
R 365.76 R 2 367.84 R 4 135.66 R 5 352.14
R 5 918.34 R 2 419.51
R 231.43 R 1 206.14 R 2 895.83 R 6 729.65 R 12 854.24 R 5 259.56

2043 Total - ZAR Million
R 0.00
R 6 400.55
R 0.00
R 20 559.24
R 4.42
R 29 181.27
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IPPPP Achievements:
Socio-Economic Development
IPP Contractual Obligations under REIPPPP BW 1-3.5 Signed and BW3.5 & 4 Unsigned Projects
Socio-economic development, enterprise development and community trust flows per province
ED – Rm 112,35
SED – Rm 288,57
CT – Rm 929,08
LIMPOPO

TOTAL - SA
• ED – Rm 7 166,92
• SED – Rm 23,367,96
• CT – Rm 29 181,27
ED – Rm 4 532,38
SED – Rm 14 753,56
CT – Rm 18 168,10

ED – Rm 310,01
SED – Rm 945,74
CT – Rm 156,56

MPUMALANGA
GAUTENG

ED – Rm 85,97
SED – Rm 214,93
CT – Rm 86,99

ED – Rm 0,00
SED – Rm 37,78
CT – Rm 25,71

NORTH WEST

NORTHERN CAPE
FREE STATE
KWAZULU NATAL

ED – Rm 187,35
SED – Rm 411,41
CT – Rm 600,83

Wind
Solar PV

EASTERN CAPE

Solar CSP

ED – Rm 1 640,26
SED – Rm 5 324,31
CT – Rm 7 606,26

Biomass
Hydro
Landfill Gas
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WESTERN CAPE

ED – Rm 298,59
SED – Rm 1 299,21
CT – Rm 1 552,93

ED – Rm 0,00
SED – Rm 92,45
CT – Rm 54,81

IPPPP Achievements:
Community Ownership, but with implementation challenges
A number of challenges have been identified in respect of the current Local Community Ownership models i.e.:
•

Governance of Local Community Trusts

•

Funding of the shareholding comes at a price in that Local Communities in some instances end up servicing their
debt for ten (10) to seventeen (17) years before they can realise dividends from the Project Company

•

Multiple Local Community Trusts and/or Projects in the same Local Community create problems as they are not
designed in a similar way. There is a need for coordination of the different IPPs and Local Community Trusts to ensure
that there is no duplication of spend and projects identified as well as that most needs are being addressed with the
moneys

•

Involvement of Local Communities in identifying needs and projects to be invested in

•

Management of Local Community expectations and spread of the moneys to achieve the demands

•

IPP Office in consultation with the Minister of Energy and DoE to develop a SED/ED strategy per province in line with
local and provincial development plans to be implemented in consultation with all affected stakeholders
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IPPPP Achievements:
Economic Transformation - BEE Ownership Participation:
REIPPPP and SMALLS Combined

Bid Window

Bid Window 1
Bid Window 2
Bid Window 3*
Bid Window 3.5**
Bid Window 4
Smalls 1S2
Smalls 2S2
Bid Window
Expedited
Coal
Total

Total Project Cost Total Equity

Total BEE
Participation

28
19
17
2
26
10
10

ZAR Billions
49.33
33.44
48.33
20.77
47.1
1.55
1.24

ZAR Billions
13.89
8.48
18.8
6.01
20.6
0.88
0.32

ZAR Billions
3.84
2.26
5.68
1.22
8.59
0.34
0.14

BEE Participation
excluding
Community Trust
ZAR Billions
2.31
1.72
2.57
1.07
7.64
0.3
0.12

19

63.46

16.53

4.04

3.02

2
133

40.42
305.64

9.94
95.45

3.23
29.34

3.23
21.98

30.74%

23.03%

No. of
Projects
procured

The equity participation of BBBEE partners was originally mostly funded by the development finance institutions while
in the last bid window commercial banks are also more involved
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IPPPP Achievements:
Climate Change and Water Savings
•

The REIPPPP supports South Africa’s efforts to mitigate against climate change through the
procurement of environmentally sustainable renewable energy technologies:
o
o
o

•

Since inception to June 2017, the operational renewable energy projects procured under the REIPPPP has
achieved in total since December 2013 carbon emissions reductions of around 17.25 million tonnes CO2 (Mton
CO2).
Between June 2016 and June 2017, carbon emissions reductions of around of 7.5 Mton CO2 has been
achieved. This represents 37% of the total projected annual emissions reductions of 20.5 Mton CO2 that has
been achieved with only partial operations over a 12 month period.
This comparison is with a fossil fuel generating plant

The IPPPP and specifically the REIPPPP is water smart:
o

Virtually all water in South Africa is allocated and any future demand for water in the energy sector will require
new water infrastructure. If development trends continue, i.e. population growth and business expansion will
have a 1 billion m3 to 3 billion m3 water deficit i.e. 7% to 22% per annum by 2030, depending on what new
supply systems and mitigation measures are developed.

o

The REIPPPP is managing the water-energy nexus in South Africa and contributing to water and environmental
sustainability through the procurement of renewable energy technologies that use negligible water volumes in
the production of electricity.

o

The current procured renewable energy electrical production fleet would save around 24.2 million kilolitres of
water per annum.
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CONCLUSION

CONCLUSION
The IPP Office establishment:
• The IPP Office is recognised as a valuable asset in terms its capacity to establish an enabling
environment for aligning the energy sector towards global trends, project origination, project
procurement and project oversight
•

IPP Office is not a legal entity and, thus, cannot transact in its own name:
o consequently the MoA partners have committed to collaborate in establishing the IPP Office as
a separate legal entity and to support it as such
o The current MoA expires in March 2019 and an extension is currently under consideration.

The IPP Office is currently self-funded and reports directly to the Minister of Energy with regards
to the programmes and interventions:
• The IPP Office is funded for all of its mandates through a percentage of the total project cost of
signed projects however a more appropriate and sustainable model has to be developed also
covering the cost of monitoring and contract management over period of the contracts (i.e. between
20 to 30 years)
• Future programmes to be agreed as per the approved IRP
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CONCLUSION
Born in the Energy Sector with continuous relevance for energy sector transformation:
• The IPP Programme design and implementation has proved that it is giving effect to all national and
energy policy and planning objectives as elaborated in e.g. the National Development Plan (NDP)
and the Integrated Resources Plans (IRP) since 2010 to the latest approved by Cabinet.
• The Energy Agenda remains evolutionary and transformative in terms of energy sector planning and
institutional developments, as well as in the quest for an optimal energy resource mix
• IPP Procurement Programmes have to be aligned with the radical socio-economic transformation
agenda and contribute to inclusive growth
RE IPPPP:
• Bid Windows 3.5 and 4 will be signed soon currently finailsing with Eskom Board
Gas Programme:
• The IPP Office is considering different options of implementing the gas IPP programme in accordance
with the new IRP as approved by Cabinet
• This programme will be developed in accordance with the proposed regional gas masterplan and
taking into account indigenous gas, LNG imports as well as the regional gas opportunities to ensure
integration and value to the Region
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CONCLUSION

End
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