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Our mandate : Procuring  energy  while  contributing  to  national  

development  objectives  

The Department  of  Energyõs (DoE) Independent  Power  Producers  Procurement  Programme  (IPPPP) 

was  established  at  the  end  of  2010 as one  of  the  South African  governmentõs urgent  interventions  to  

enhance  South Africaõs power  generation  capacity .   

The Department  of  Energy  (DoE), National  Treasury (NT) and  the  Development  Bank of  Southern  

Africa  (DBSA) established  the  IPPPP Office  for  the  specific  purpose  of  delivering  on  the  IPP 

procurement  objectives . In May  2016, a  new  Memorandum  of  Agreement  (MoA ) was  agreed  by  all 

parties  to  provide  the  necessary  support  to  the  IPPPP Office,  to  implement  the  IPPPP, for  a  further  3-

year  period . 

The primary  mandate  of  the  IPPPP Office  is to  secure  electricity  from  renewable  and  non -renewable  

energy  sources  from  the  private  sector . However,  energy  policy  and  supply  is not  only  about  

technology,  but  also has a  substantial  influence  on  economic  growth  and  socio -economic  

development . As such,  the  IPPPP has been  designed  to  go  beyond  the  procurement  of  energy  to  

also  contribute  to broader  national  developmental  objectives  such  as job  creation,  social  

upliftment  and  the  broadening  of  economic  ownership . 

The Integrated  Resource  Plan  (IRP) 2010-20302 provides  a  long -term  plan  for  electricity  generation . 

It calls  for  doubling  of  electricity  capacity  using a  diverse  mixture  of  energy  sources,  mainly  Coal,  

Gas, Nuclear  and  Renewables,  including  large -scale  Hydro,  which  is to  be  imported  from  the  

southern  African  region . 

The IPPPP is contributing  to  the  security  of  energy  supply  and  ensuring  a diversified  energy  mix 

through  the  procurement  of  significant  additional  renewable  energy,  coal,  gas  and  cogeneration  

capacity  from  the  private  sector  to  reach  the  planned  IRP target  of   29 330 MW3 by  2025.  

Implementation  of  the  IRP 2010-2030 is carried  out  through  Ministerial  Determinations,  which  are  

regulated  by  Electricity  Regulations  on  New  Generation  Capacity . These are  released  periodically . 

Once  released,  the  Ministerial  Determinations  signify the  start  of  a  procurement  process  and,  most  

importantly,  provide  a  greater  level  of  certainty  to  investors. Determinations  of  30 115 MW4 across all 

technologies  have  already  been  made  by  the  Minister  of  Energy . 

The scale  and  scope  of  electricity  infrastructure  development  under  the  IPPPP extend  beyond  the  

national  footprint  and  necessitates  that  broader  regional  linkages  and  partnerships  be  established . 

Active  engagement  and  collaboration  interfaces  have  been  developed  with,  amongst  others,  the  

South African  Development  Community  (SADC), African  Union  (AU) and  South African  Power  Pool  

(SAPP). Bilateral  linkages  are  also being  pursued  in support  of  cross-border  project  collaboration  

and  capacity  support,  knowledge  sharing  and  skills enhancement .  

 

Executive summary  
1 

The purpose  of this report  is to provide  an  overview  of the  activities  of the  IPPPP Office  for 

reporting  quarter  3 of the  2016/ 2017 Financial  Year  (1 October  to 31 December  2016).  

N91 

Note  1. Notation  indicates  additional  notes  and  observations  available  in Appendix  A.  Note  2. The Integrated  Resource  Plan (IRP) 2010-30 was  

promulgated  in March  2011. It was  indicated  at  the  time  that  the  IRP should  be  a  òliving planó.  The Department  of  Energy  is in the  process  of  

updating  the  IRP and  has published  Assumptions  and  Base Case  for comment  at  the  end  of  2016. Note  3.  IRP targets  27 530 MW (by  2025) as 

anticipated  by  the  IRP (including  1 020 MW from  Peakers, 4 800 MW from  Nuclear,  7 100 MW from  Wind,  1 100 MW from  CSP, 125 MW from  

Landfill,  small hydro  and  biomass,  2 750 MW from  coal,  711 MW from  gas  CCGT, 2 415 MW from  diesel  OCGT, 2 609 MW from  imported  hydro  

and  4 900 MW from  solar PV) and  an  additional  1 800 MW cogeneration  not  specified  per  se in the  IRP (of  which  1 800 MW were  determined  

by  the  Minister  18 August  2015). Note  4: Determinations  include  14 725 MW for renewable  energy  and  15 390 MW for non -renewable  energy  to  

be  procured  from  IPPs. 
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Salient  features  of  the  December  2016 Overview  Report  

The quarterly  progress  overview  is largely  focused  on  the  Renewable  Energy  Independent  Power  

Producer  Procurement  Programme  (REIPPPP), due  to  the  advanced  implementation  status of  the  

programme   relative  to  other  energy  source -based  programmes  that  falls within  the  mandate  of  

the  IPPPP Office . 

The report  comprises  two  sections  and  one  appendix,  namely ; 

Á IPPPP context  and  highlights  - A standard  introduction  to  and  overview  of  the  programme  

context  with  respect  to  building  supply  capacity,  as well  as programme  highlights  to  date .  

Á The REIPPPP contribution  - This section  highlights  the  programmeõs associated  contribution  to  the  

national  development  objectives  and  reports  specifically  on  the  REIPPPP status, statistics, 

analyses  and  projections  as they  relate  to  energy  supply  capacity  building,  national  investment,  

socio -economic,  and  climate  change  impacts,  as well  as provincial  and  community  impacts . 

Á Appendix  A: contains  reference  notes,  definitions  and  terminology .  

Quarter  highlights   

In the  Large  REIPPPP, three  projects  started  commercial  operations  this quarter  contributing  165 MW 

to  the  grid . All projects  in BW1 and  BW2 are  now  operational . By the  end  of  December  2016, the  

REIPPPP had  made  the  following  significant  impacts : 

Energy  supply  capacity  impact : 

Á 6 422 MW1 of  electricity  had  been  procured  from  112 RE Independent  Power  Producers  (IPPs) in 

seven  bid  rounds 2; 

Á 2 902 MW of  electricity  generation  capacity  from  54 IPP projects  has been  connected  to  the  

national  grid ; 

Á 13 098 GWh 7 of  energy  has been  generated  by  renewable  energy  sources  procured  under  the  

REIPPPP since  the  first project  became  operational . Renewable  energy  IPPs have  proved  to  be  

very  reliable . Of  the  54 projects  that  have  reached  COD,  40 projects  have  been  operational  for 

longer  than  a  year . The energy  generated  over  the  past  12 month  period  for  these  40 projects  is 

5 087GWh 7, which  is 94% of  their  annual  energy  contribution  projections  (P50)3 of  5 401 GWh  

over  a  12 month  delivery  period . Twenty  four  of  the  40 projects  (60%) have  individually  

exceeded  their  P50 projections .  

Investment , economic,  social  and  environmental  impacts : 

Á Investment  (equity  and  debt)  to  the  value  of  R201.8 billion 9, of  which  R48.8 billion 9 (24%) is 

foreign  investment,  was  attracted ; 

Á Created  29 888 job  years 4 for  South African  citizens,  or 33 916 jobs (FTEs5) for  South African  

citizens ; 

Á Socio -economic  development  contributions  of  R298.8 million  to  date,  of  which  R42.7 million  was  

spent  in this reporting  quarter ; 

Á Enterprise development  contributions  of  R94.6 million  to  date,  of  which  R14.2 million  was  spent  in 

this reporting  quarter ; 

Á Carbon  emission reductions 6 of  13.3 Mton  CO 2
8 has been  realised  by  the  programme  inception  

to  date . 

 

 

2 

Caveat .  This report  and  all  analysis include  all  data  reported  by  IPPs for  quarter  3 of  2016/ 17 FY, as received  by  27 January  

2017.  Any  data  updates  from  IPPs after  this date  will be  incorporated  and  reflected  in subsequent  reporting  periods .  

Note  1. 6 327MW from  92 large  scale  RE + 49MW from  10 small scale  RE IPPs. Note  2. Bid windows  1, 2, 3, 3.5, 4 and  smalls (1S2). Note  3. As 

defined  by  the  Megaflex  tariff : 07:00 ð 10:00, 18:00 ð 20:00, excluding  weekends  and  public  holidays .  Note  4.  The equivalent  of  a  full time  

employment  opportunity  for  one  person  for  one  year .  Note  5. Person months  (reporting  unit  of  IPP agreements)  converted  to  FTEs as per  EPWP 

definition . Note  6. Carbon  emission reduction  is calculated  based  on  a  displacement  of  power,  from  largely  coal -based  to  more  

environmentally  friendly  electrical  energy  generation,  using a  gross Eskom equivalent  emissions factor  of  1.015 tons  CO 2/MWh . Note  7. Energy  

figure  understated . Latest  quarterly  figures  not  received  from  some  IPPõs. To be  corrected  next  reporting  period . Note  8. Carbon  emission 

reductions  figure  understated  as this relates  directly  to  the  energy  figure . Latest  quarterly  energy  figures  were  not  received  from  some  IPPõs. To 

be  corrected  next  reporting  period .  
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Introduction  

Introducing  the  context  for  the  IPPPP  

The National  Development  Plan (NDP) 

identifies  the  need  for  South Africa  to  invest  in 

a  strong  network  of  economic  infrastructure  

designed  to  support  the  countryõs medium - 

and  long -term  economic  and  social  

objectives .  Energy  infrastructure  is a  critical  

component  that  underpins  economic  activity  

and  growth  across the  country,  and  it needs  

to  be  robust  and  extensive  enough  to  meet  

industrial,  commercial  and  household  needs . 

The NDP requires  the  development  of   

10 000 MW additional  electricity  capacity  to  

be  established  by  2019 against  the  2010 

baseline  of  44 000 MW1.   

The Integrated  Resource  Plan (IRP) 20102 

developed  the  preferred  energy  mix with  

which  to  meet  the  electricity  needs  over  a  20 

year  planning  horizon  to  2030.   

In line with  the  national  commitment  to  

transition  to  a  low  carbon  economy,   

17 800 MW of  the  2030 IRP target  are  

expected  to  be  from  renewable  energy  

sources,  with  5 000 MW to  be  operational  by  

2019 and  a  further  2 000 MW (i.e. combined  

7 000 MW)  operational  by  2020.   

Planning  requirements 3 further  include  

capacity  to  supply  for  base  load  and  medium  

term  risk mitigation  (MTRM) plans . 

In May  2011, the  DoE gazetted  the  Electricity  

Regulations  on  New  Generation  Capacity  

(New  Generation  Regulations)  under  the  

Electricity  Regulation  Act  (ERA).    

 

5 

The ERA and  Regulations  enable  the  Minister  of  

Energy  (in consultation  with  NERSA) to  

determine  what  new  capacity  is required . 

Ministerial  determinations  give  effect  to  

components  of  the  planning  framework  of  the  

IRP, as they  become  relevant .  

New  capacity  determinations  include : 

Á 14 725 MW of  renewable  energy  (compri -

sing of  solar PV: 6 225 MW, wind :  

6 360 MW, CSP: 1 200 MW, small hydro : 

195  MW, landfill  gas : 25 MW, biomass : 

210 MW, biogas : 110 MW and  the  small 

scale  renewable  energy  programme : 

400 MW);  

Á 6 250 MW designated  from  coal -fired  plants  

(including  3 750 MW from  cross-border  

projects) ; 

Á 1 800 MW of  cogeneration ; 

Á 3 726 MW of  gas -fired  power  plants ; and  

Á 2 609 MW of  imported  hydro . 

Opening  the  market  for  IPPs 

A significant  share  of  the  new  electricity  

capacity  will be  developed  and  produced  by  

Independent  Power  Producers  (IPPs).  

The introduction  of  private  sector  generation  

offers  multiple  benefits . It is contributing  greatly  

to  the  diversification  of  both  the  supply  and  

nature  of  energy  production,  assisting in the  

introduction  of  new  skills and  in new  investment  

into  the  industry,  and  enabling  the  

benchmarking  of  performance  and  pricing .  

 

Note  1. Eskomõs electricity  output  from  its generation  infrasturctiure  (coal,  gas,  hydro,  pumped  storage,  nuclear  and  wind) .  Note  2. Electricity  

Regulations  on  the  Integrated  Resource  Plan 2010-2030, under  the  Electricity  Regulation  Act,  2006 (Act  No. 4 of  2006) as promulgated  and  

gazetted  on  6 May  2011. The policy  adjusted  IRP 2016 will provide  new  procurement  targets  for  the  IPPPP Programme  once  promulgated  and  

gazetted .  Note  3. Given  effect  by  various  Ministerial  Determinations .  
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The New  Generation  Regulations  establish  

rules and  guidelines  that  are  applicable  to  the  

undertaking  of  an  IPP Bid Programme  and  the  

procurement  of  IPPs for  new  generation  

capacity . These guidelines  include :  

Á compliance  with  the  IRP 2010;  

Á the  acceptance  of  a  standardised  power  

purchase  agreement  (PPA);  

Á a preference  for a  plant  location  that  

contributes  to  grid  stabilisation  and  

mitigates  against  transmission losses; and  

Á a preference  for  a  plant  technology  and  

location  that  contributes  to  local  

economic  development .   

The Independent  Power  Producers  

Procurement  Programme  (IPPPP) 

Office  and  mandate   

The Department  of  Energy  (DoE), National  

Treasury (NT) and  the  Development  Bank of  

Southern  Africa  (DBSA) established  the  IPPPP 

Office  for  the  specific  purpose  of  delivering  on  

the  IPP procurement  objectives .  

In November  2010 the  DoE and  NT entered  

into  a  Memorandum  of  Agreement  (MoA)  

with  the  DBSA to  provide  the  necessary  

support  to  implement  the  IPPPP and  establish  

the  IPPPP Office .  A new  MoA  was  agreed  by  

all parties  in May  2016 for  a  further  3-year  

period . 

The programmeõs primary  mandate  is to 

secure  electrical  energy  from  the  private  

sector  for renewable  and  non -renewable  
energy  sources .  With regard  to  renewables,  

the  programme  is designed  to  reduce  the  

countryõs reliance  on  fossil fuels, stimulate  an  

indigenous  renewable  energy  industry  and  

contribute  to  socio -economic  development  

and  environmentally  sustainable  growth . 

 

The IPPPP has been  designed  not  only  to  

procure  energy,  but  has also  been  structured  to  

contribute  to  the  broader  national  development  

objectives  of job  creation,  social  upliftment  and  

broadening  of economic  ownership . 

The scale  and  scope  of  electricity  infrastructure  

development  under  the  IPPPP extend  beyond  

the  national  footprint  and  necessitates  that  

broader  regional  linkages  and  partnerships  be  

established . Active  engagement  and  

collaboration  interfaces  have  been  developed  

with,  amongst  others,  the  South African  

Development  Community  (SADC), African  

Union  (AU) and  South African  Power  Pool  

(SAPP). Bilateral  linkages  are  also being  pursued  

in support  of  cross-border  project  collaboration  

and  capacity  support,  knowledge  sharing  and  

skills enhancement .  

The programme  is contributing  to  the  security  of  

energy  supply  and  ensuring  a  diversified  energy  

mix through  the  procurement  of  significant  

additional  renewable  energy,  coal,  gas  and  

cogeneration  capacity  from  the  private  sector,  

in accordance  with  the  capacity  allocated  to  

renewable  energy  and  non -renewable  

generation  in the  Integrated  Resource  Plan 

(IRP) 2010; subsequent  ministerial  deter -

minations  and  DoE support  service  

requirements . 

The IPPPP Office  provides  the  following  services: 

Á Professional  advisory  services; 

Á Procurement  management  services ; 

Á Monitoring,  evaluation  and  contract  

management  services (as from  7 July 2014) 

ð with  contract  period  up  to  30 years . 

Renewable Energy Procurement  

Non Renewable  
Energy Procurement  

Advisory services  

 

Å REIPPP Programme  
(onshore wind, solar PV, CSP, small hydro, biomass, 

biogas, landfill gas)  

Å Small REIPPs 

Å Hydro  

Å Cogeneration (from agricultural waste / 
byproducts)  

 
Å Coal (base load)  

Å Cogeneration  

Å Gas 
 

Å Gas Policy Framework  

Å Energy Solutions for the future  

Å Grid Development and Grid Code 
Enhancement  

Å Solar Water Heaters Repair and 
Replace  

Å Regulatory and legislative aspects 
impacting on the IPPPP  

Å Regional co -operation  

1 

2 

3 
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The IPPPP has been  commended 1 for  

effectively  avoiding  the  quicksand  of  laborious  

administrative  arrangements,  without  under -

mining  the  quality  or transparency  of  the  

programme . 

The IPPPP partnership  is funded  by  a  Project  

Development  Facility  (PDF) financed  through  

bid  registration  fees payable  by  all bidders  

and  the  Development  Fee paid  by  selected  

bidders . 

An evolving  scope  of  services 

The  IPPPP Office  has three  interrelated  focus  

areas :   

Á It is a  key  procurement  vehicle  for 
delivering  on  the  national  renewable  
energy  capacity  building  objectives ; 

Á It is responsible  for  securing  electricity  
capacity  from  IPPs for non -renewable  
energy  sources  as determined  by  the  
Minister  of  Energy ; and  

Á It is providing  advisory  services,  related  to  
programme  /  project  planning,  develop -
ment , delivering  and  financing  focused  
on  creating  an  enabling  and  stable  
market  environment  for  IPPs. 

 

The IPPPP activities  continue  to  evolve  in order  

to  effectively  respond  to  the  planning  and  

development  needs  in the  current  energy  

context . As an  example,  the  IPPPP Office  is 

coordinating  the  development  of  the  gas  

policy  and  strategy  framework  to  provide  

broader  context  for  the  procurement  of  the  

required  gas  capacity  as per  the  IRP 2010. 

Energy  triangle 2 

Increasingly,  a  sound,  comprehensive  energy  

strategy  is structured  as a  triangle  with  the  

three  sides denoting,  respectively : promoting  

economic  development,  providing  energy  

security  and  access  while  achieving  

environmental  sustainability .   

South Africaõs current  electricity  development  

strategy  aims to  achieve  a  greater  balance  

between  these  three  aspects,  focusing  on  

achieving  a  balanced  energy  mix to  include  

more  gas  and  renewables .   

An  appropriate  approach  to  development  of  

a  sustainable  energy  portfolio  has to  take  

account  of  how  new  development  and  

capacity  delivers  against  the  imperatives  of  

the  energy  triangle .   

Renewable  energy  procurement  

approach  

Historically,  feed -in tariffs (FITs) have  been  the  

most  widely  used  international  government  

policy  instrument  for  procuring  renewable  

energy  (RE) capacity . 

After  investigating  a  REFIT, the  South African  

government  favoured  a  competitive  tender  

approach  that  has proven  to  be  exceptionally  

successful  for  attracting  substantial  private  

sector  expertise  and  investment  into  grid -

connected  renewable  energy  at  competitive  

prices .  

Tenders are  structured  as a  rolling  bid -window  

programme  that  not  only  allows  for  continued  

market  interest,  but  increased  competitive  

pressure among  bidders  to  participate  and  

offer  reduced  pricing .   

In achieving  a  competitively  priced,  clean  

energy  bid  programme , the  IPPPP is meeting  

successfully  the  challenges  of  the  energy  

triangle  through  the  Renewable  Energy  

Independent  Power  Producer  Procurement  

Programme  (REIPPPP).   

Economic growth  

and development  

Energy  

access  

and security  

Environmental  

sustainability  

òPhysicaló 

Industry  

Carriers  

Energy sources  
Civil  

society  

Markets & demand 

sectors  

òSocialó 

òBoundary 

constraintsó 

Government  

Note  1. South Africaõs Renewable  Energy  IPP Procurement  Program : Success Factors  and  Lessons, May  2014, World  Bank Group .  

Note  2. Source : World  Economic  Forum ð Global  Energy  Architecture  Performance  Index   Report  (2013).  
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Alignment  with  the  National  

Development  Plan (NDP) 

Infrastructure  investment  is a  key  priority  of  the  

National  Development  Plan (NDP). The NDP 

identifies  the  need  for  South Africa  to  invest  in a  

strong  network  of  economic  infrastructure,  

designed  to  support  the  countryõs medium - and  

long -term  economic  and  social  objectives .  

This chosen  procurement  approach  has further  

enabled  the  programme  to  effectively  target  

and  contribute  to  several  of  the  national  

outcomes  as defined  in the  NDP. Across the  14 

stated  national  outcomes  (refer  table  to  the  

right)  the  IPP programme  contributes  directly  

and  indirectly 1 to  10 of  these . The most  

significant  contribution  is however  towards  

Outcome  6:  An efficient,  competitive  and  

responsive  economic  infrastructure  network . 

In terms  of  electricity  infrastructure  planning,  the  

NDP translated  the  IRP 2010 long -term  planning  

framework  into  prioritised,  intermediate  

milestones,  as captured  in the  Medium  Term 

Strategic  Framework  (MTSF). The key  target  for  

electricity  infrastructure  development  is to  

increase  the  electricity  generation  reserve  

margin  from  1% (2014) to  19% in 2019 to  ensure  

the  continued,  uninterrupted  supply  of  

electricity  in the  country . The corresponding  

MTSF interim  delivery  targets  for  Outcome  6 

therefore  require  the  development  of   

10 000 MW additional  electricity  capacity  to  be  

commissioned  by  2019 against  the  2010 baseline  

of  44 000 MW.   

The NDP further  specifies  that  of  this target,  

5 000 MW2 should  be  from  renewable  energy  

sources,  with  an  additional  2 000 MW3 procured  

(to  become  operational  within  the  following  

year)  during  the  same  timeframe .   

Outcome  6, as it relates  to  electricity  

infrastructure  that  supports  efficient,  competitive  

and  responsive  economic  development,  is the  

principal  NDP-defined  outcome  relevant  to  the  

DoE. The procurement  and  support  services of  

the  IPPPP Office,  as IPP Procurement  Office  for  

the  DoE, will therefore  contribute  directly  and  

primarily  towards  this Outcome . 

The REIPPPP gives  effect  to  these  objectives  

through  the  procurement  of  IPPs for  new  

generation  capacity,  in accordance  with  

determinations  by  the  Minister  of  Energy . 

Strategic  Infrastructure  Projects  (SIPs) are  

vehicles  created  for implementation  and  

coordination,  planning,  integration  and  

monitoring  of  the  infrastructure  development  

targets  (sub-outcome  3).  

The REIPPPP constitutes  a  key  element  of  the  

Strategic  Infrastructure  Programme  (SIP) 8: 

Green  energy  in support  of  the  South African  

economy .   

Note  1. By setting  compliance  thresholds  and  directing  socio -economic  development  (SED) contributions  from  IPPs. Note  2. Sub-

outcome  2, item  26.  Note  3. Sub-outcome  2, item  18. Note  4. A selection  of  relevant  indicators  only . 

Out-

come  Primary focus  IPP 

1 Quality basic education  n/a  

2 A long and healthy life for all South Africans  ID 

3 All people in South Africa are and feel safe  n/a  

4 Decent employment through inclusive 

economic growth  
D 

5 A skilled and capable workforce to support 

inclusive growth  
D 

6 An efficient, competitive and 

responsive economic infrastructure 

network  

D 

7 Vibrant, equitable, sustainable rural 

communities contributing towards food 

security for all  

ID 

8 Sustainable human settlements and 

improved quality of household life  
D 

9 Responsive, accountable, effective and 

efficient developmental Local 

Government system  

ID 

10 Protect and enhance our environmental 

assets and natural resource  
D 

11 Create a better South Africa, contribute to 

better and safe Africa in a better world  
ID 

12 An efficient,  effective and development 

orientated public  service  
n/a  

13 An inclusive and responsive social 

protection system  
n/a  

14  Nation building and social cohesion  D 

D = Direct,  ID = Indirect, n/a = Not Applicable  

 
 
 
 
 
 

 
 
 
 
 
 

Baseline  (2010) 
44 000 MW 

(Eskom) 
 

2019 Target  
10 000 MW 

added to the 
baseline  

 
of which  

5 000 MW  

RE operational  
+ additional  

2 000 MW 

contracted  
 
 
 

Baseline  

1%  
reserve margin  

 
 

Target  

19% 
by 2019  

Impact indicator  

Baseline 

(2010)  

2019 

target  

1 Adequate  electricity  

generation  capacity  

commissioned  

44 000 MW 

(Eskom) 

10 000 MW 

(added)  

2 Electricity  generation  

reserve  margin  increased  

1% 19% 

Sub Outcomes  

· Sub-Outcome  2: Reliable  generation,  transmission and  

distribution  of  energy : Electricity,  liquid  fuels, coal  and  gas  

· Sub-Outcome  3: Coordination,  planning,  integration  and  

monitoring  implementation  of  SIPs 

Outcome 6 | Impact indicators 4  

Relevant sub outcomes  

The òEnergy Supply  capacity  impactó section   

reports  on  the  progress  made  in terms  of  generation  

capacity  building,  providing  the  required  supply  

infrastructure  in direct  support  of  economic  activity  /  

growth  

 

Refer to  

 

 Page 13 

 

for more 

detail on SIPs  
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Apart  from  contributing  to  outcome  6, key  to  

the  design  of  the  IPPPP is supporting  the  DoEõs 

commitment  to  contribute  to  the  achieve -

ment  of  outcomes  2, 4, 7, 8 and  10 and  so 

stimulate  a  virtuous  cycle  of  development  

growth  associated  with  the  renewable  and  

non -renewable  energy  programmes .   

In order  to  leverage  the  IPPPP for  purposes  of  

economic  and  socio -economic  development,  

an  exemption  from  the  Preferential  

Procurement  Policy  Framework  Act,  2000 

(PPPFA) and  the  2011 regulations  under  the  

Act,  was  secured  for  the  IPPPP to  set minimum  

achievement  targets  not  ordinarily  set in terms  

of  other  legislation  and  policy  instruments  and  

to  induce  competitiveness  in offering  higher  

target  commitments .    

The exemption  was  granted  by  the  Minister  of  

Finance  on  22 July 2011 and  òon the  

understanding  that  the  DoE is aiming  to  

maximise  opportunity  to  still achieve  certain  

economic  development  objectivesó that  

includes  the  following : 

Á Job  creation , with  the  emphasis  on  jobs for 

South African  citizens,  South African  citizens 

who  are  black  people  and  South African  

citizens  from  local  communities ; 

Á Local  content , with  the  view  that  a  certain  

percentage  of  the  project  value  would  be  

spent  in South Africa ; 

Á Ownership , with  the  aims to  advance  

ownership  by  black  people  and  local  

communities ; 

Á Management  Control,  with  the  aim  to  

achieve  the  involvement  of  black  people  

in management  positions  and  responsi-

bilities; 

Á Preferential  Procurement , with  focus  on  

sub-contracting  to  empowered  enterprises,  

black  enterprises  and  enterprises  owned  by  

women ; 

Á Enterprise  Development,  with  the  aim  of  

development  of  emerging  enterprises,  and  

those  merging  enterprises  located  in local  

communities ; and  

Á Socio -economic  Development,  which  

attempts  to  address  the  socio -economic  

needs  of  local  communities .  

 

 

9 

 
 

At  a  provincial  and  project  level  the  REIPPPP 

also contributes  to  Outcomes  2 and  9 where  IPP 

community  development  projects  are  relevant,  

as follows :   

Outcome  2 ð Improved  health  facility  planning  

and  infrastructure  delivery .   

Socio  economic  commitments  under  the  

REIPPPP include  contributions  to  health  care  

and  education .  Activities  include  building,  

upgrading  and  improvement  of  facilities  for 

schools,  hospitals  and  clinics,  amongst  others .  

Outcome  9 ð Members  of  society  have  

sustainable  and  reliable  access  to  basic  

services.   

A contribution  towards  this outcome  is made  

through  community  projects  that  include  

infrastructure  development  such  as 

development  of  roads  or electrification  of  local  

communities .  

How  the  outcomes  relate  to,  have  been  

aligned  with  the  bid  obligations  and  how  the  

alignment  has been  refined  in subsequent  bid  

windows  (where  relevant),  is illustrated  on  the  

next  page .   

 

Progress of  the  REIPPPP against  these  parameters  is 

reported  in the  òEconomic, social  and  environmental  

footprintó section .  

IPPPP Overview | December 2016  
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Alignment of development objectives and bid obligations  

Outcome 4  

Outcome 5  

Outcome 7  

Outcome 8  

Job creation  

Local content  

Ownership  

Management control  

Preferential procurement  

Enterprise development  

Socio -economic  

development  

Outcome 4 -  Decent employment through 

inclusive economic growth  

Å Productive investment through 

infrastructure investment programme,  

Å Employment opportunities in the 

infrastructure build programme,  

Å Economic opportunities for historically 

excluded and vulnerable groups,  

Å Number of small businesses,  

Å Number of adults working in rural areas.  

Outcome 10  

Outcome 11  

Outcome 14  

Outcome 5 ð A skilled and capable workforce 

to support inclusive growth.  

Outcome 7  ð Vibrant, equitable sustainable 

rural communities contributing towards food 

security for all  

Å Reduction of rural unemployment rate,  

Å Increased access to quality infrastructure 

and services specifically education, 

healthcare and public transport.  

Outcome 8  ð Sustainable human settlements 

and improved quality of household life.  

Outcome 10  ð Protect and enhance our 

environmental assets and natural resources  

Å Reduced total emissions of CO 2 by 34% 

reduction from business as usual scenario.  

Outcome 11 ð Create a better South Africa, 

contribute to a better and safer Africa in a 

better world  

Å Increased FDI: R230 billion by 2019 (from 

baseline of R40 billion in 2013).  

Outcome 14 ð Nation building and social 

cohesion  

Å Disability and gender equality,  

Å Equal opportunities and redress inequality.  

Outcomes | Relevant focus  Bid category  

Job creation  

Socio -economic  

development  

Job creation  

Resulting from power generation 

from ôcleanõ energy sources (a 

consequence of Outcome 6)  

Job creation  

Ownership  

Ownership  

Ownership  

Preferential procurement  

Enterprise development  

IPPPP Overview | December 2016  
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Alignment of thresholds and targets across bid windows  

4 

BW1 BW2 BW1S2 & 2S2 

Min  Target  Min  Target  Min  Target  

SA citizens 50% 80% 50% 80% 50% 80% - 90% 

SA citizens who are black  30% 50% 30% 50% 30% 50% - 60% 

Skilled black SA citizens  18% 30% 18% 30% 18% 30% - 50% 

SA citizens from local 
communities  

12% 20% 12% 20% 12% 20% - 30% 

+20% 

+15% 

Job creation  

Bid obligation category  

4 

5 

7 

14 

Min  Target  Min  Target  Min  Target  

Local content  

4 

Min  Target  Min  Target  Min  Target  

Shareholding by black 
people and/or black 
enterprises in the seller  

12% 30% 12% 30% 12% 30% - 40% 

Shareholding by local 
communities  in the seller  2.5% 5% 2.5% 5% 2.5% 5% - 10% 

Shareholding by black 
people and/or black 
enterprises in the 
construction  contractor   

8% 20% 8% 20% 8% 20% - 30% 

Shareholding by black 
people and/or black 
enterprises in the 
operations  contractor   

8% 20% 8% 20% 8% 20% - 30% 

Ownership  

7 

11 

14 

+10% 

+15% 

      Key learnings  incorporated  
 
Introduction  of  a  local  industrialization  approach  
to  stimulate  green  industry  development  ð goods  
and  services ð throughout  the  value  chain . 

 
 
 
 
 
 

 
 
 
 
 
 
 

As % of 

Project 
Value  

 
 
 

Where BW | bid window.  Note1. Thresholds and targets for small RE projects are not technology specific.  

BW3, 3.5 & 4 

Min  Target  

Min  Target  

Onshore Wind, CSP with 
storage, Small Hydro, 
Landfill Gas, Biomass, 
Biogas  

25% 45% 25% 60% 40% 65% 

50%1 70%1 

Solar Photovoltaic and 
CSP 

35% 50% 35% 60% 45% 65% 

Min  Target  
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Alignment of thresholds and targets across bid windows  

5 

Min  Target  Min  Target  Min  Target  

Black top management  - 40% - 40% - 40% - 40% 

Management control  

Bid obligation category  

4 

8 

7 

14 

Min  Target  Min  Target  Min  Target  

Enterprise development 2 

4 

Min  Target  Min  Target  Min  Target  

BBBEE Procurement spend  - 60% - 60% - 60% - 70% 

SME and QME (QSE and 
EME) Procurement  

- 10% - 10% - 10% - 20% 

Women  owned vendor 
procurement  

- 5% - 5% - 5% - 10% 

Preferential procurement  

14 

7 

Min  Target  Min  Target  Min  Target  

Socio -economic  

development  

Enterprise development 
contributions  

- 0.6% - 0.6% - 0.6% - 1% 

Adjusted enterprise 
development 
contributions  

- 0.6% - 0.6% - 0.6% - 1% 

Socio -economic 
development 
contributions  

1.0% 1.5% 1.0% 1.5% 1.0% 1.5% - 3% 

Adjusted socio -economic  
development 
contributions  

1.0% 1.5% 1.0% 1.5% 1.0% 1.5% - 3% 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

As % of 

Revenue  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

As % of  

Revenue  
 

Where BW | bid window.  Note 1.  Small RE projects have additional SME participation obligations (minimum of 30%; target of 60%).  Note 2.  

Small RE projects have additional enterprise development obligation towards SMEs (minimum of 0.5%; target of 1%)  

Min  Target  

Min  Target  

Min  Target  

Min  Target  

BW1 BW2 BW1S2 & 2S2 BW3, 3.5 & 4 
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Alignment  with  Strategic  Infra -

structure  Projects  (SIPs) 

Government  adopted  a  framework  consisting  

of  18 Strategic  Infrastructure  Projects  that  is 

intended  to  transform  the  economic  

landscape  of  South Africa,  create  a  significant  

number  of  new  jobs, strengthen  the  delivery  of  

basic  services  to  the  people  of  South Africa  

and  support  the  integration  of  African  

economies . 

Á In order  to  address  these  challenges  and  

goals,  Cabinet  established  the  Presidential  

Infrastructure  Coordinating  Committee  

(PICC)  to : 

o coordinate,  integrate  and  accelerate  

implementation ; 

o develop  a  single  common  National  

Infrastructure  Plan that  will be  

monitored  and  centrally  driven ; 

o identify  who  is responsible  and  hold  

them  to  account ; and  

o develop  a  20 year  planning  

framework  beyond  one  administration  

to  avoid  a  stop -start  pattern  to  the  

infrastructure  roll-out . 

Under  their  guidance,  18 strategic  integrated  

projects  (SIPs) have  been  developed . The SIPs 

can  be  grouped  into  the  following  broad  

areas :  

Á Five geographically -focused  SIPs; 

Á Three energy  SIPs; 

Á Three spatial  SIPs; 

Á Three social  infrastructure  SIPs; 

Á Two knowledge,  one  regional  integration  

and  one  water  and  sanitation  SIP. 

In this context,  through  engagement  with  the  

PICC secretariat,  the  relevant  SIPs for  the  IPPPP 

have  been  identified,  to  leverage  synergy  

around  economic  and  socio  economic  

development .  The associated  reporting  

requirements  for  the  IPPPP have  also been  

specified  for  alignment  and  integration  

purposes  (refer  subsequent  table) .   

The Green  Energy  Strategic  Infrastructure  

Programme  (SIP 8), that  operationalises  NDP 

Outcome  6, reinforces  the  RE infrastructure  

imperative  with  a  target  to  deliver  6 725 MW 

RE through  IPPs by  31 March  2019 (not  

including  200 MW by  small scale  RE projects) .   
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1 SIP 1: Unlocking  the  northern  mineral  

belt  with  Waterberg  as the  catalyst  

Co -ordinating  institution : Eskom 

Description : 

Unlock  mineral  resources  as well  as 

infrastructure  such  as rail, water  

pipelines,  energy  generation  and  

transmission infrastructure . Urban  

development  in Waterberg . Rail 

capacity  to  Mpumalanga  and  

Richards  Bay. Shift from  road  to  rail in 

Mpumalanga . Logistics corridor  to  

connect  Mpumalanga  and  Gauteng . 

X X 

2 SIP 3: South-Eastern node  & corridor  

development  

Co -ordinating  institution : Transnet 

Description : 

New  dam  at  Mzimvubu  with  irrigation  

systems. N2-Wild Coast  Highway  which  

improves  access  into  KwaZulu-Natal  

and  national  supply  chains . Strengthen  

economic  development  in Port 

Elizabeth  through  a  manganese  rail 

capacity  from  Northern  Cape ; a  

manganese  sinter (Northern  Cape)  

and  smelter  (Eastern Cape) . Possible 

Mthombo  refinery  (Coega)  and  trans 

shipment  hub  at  Ngqura  and  port  as 

well  as rail upgrades  to  improve  

industrial  capacity  and  performance  

of  the  automotive  sector . 

X   

3 SIP 5: Saldanha -Northern  Cape  

development  corridor  

Co -ordinating  institution : IDC (Industrial  

Development  Corporation)  

Description : 

Integrated  rail and  port  expansion . 

Back -of -port  industrial  capacity  

(including  an  IDZ). 

Strengthening  maritime  support  

capacity  for oil and  gas  along  African  

West Coast . 

Expansion  of  iron ore  mining  

production  and  beneficiation . 

X   

SIP target 
for RE 

6 725 MW 
By 2019 
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SIPS: Addressing  spatial  imbalances  through  targeted  

infrastructure  investment,  Source : Presidential  Infrastructure  

Coordinating  Commission  
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4 SIP 8: Green  energy  in support  of the  

South African  economy  

Co -ordinating  institution : IDC (Industrial  

Development  Corporation)  

Description : 

Support  sustainable  green  energy  

initiatives  on  a  national  scale  through  a  

diverse  range  of  clean  energy  options  

as envisaged  in the  Integrated  

Resource  Plan (IRP2010). 

Support  bio -fuel  production  facilities . 

X X 

5 SIP 9: Electricity  generation  to support  

socio -economic  development  

Co -ordinating  institution : Eskom 

Description : 

Accelerate  the  construction  of  new  

electricity  generation  capacity  in 

accordance  with  the  IRP2010 to  meet  

the  needs  of  the  economy  and  

address  historical  imbalances . 

Monitor  implementation  of  major  

projects  such  as new  power  stations : 

Medupi,  Kusile and  Ingula . 

X X 

6 SIP 10: Electricity  transmission  and  

distribution  for all  

Co -ordinating  institution : Eskom 

Description : 

Expand  the  transmission and  

distribution  network  to  address  

historical  imbalances,  provide  access  

to  electricity  for  all  and  support  

economic  development . 

Align  the  10 year  transmission plan,  the  

services backlog,  the  national  

broadband  rollout  and  the  freight  rail 

line development  to  leverage  off  

regulatory  approvals,  supply  chain  and  

project  development  capacity . 

X X 

7 SIP 16: SKA & Meerkat  

Co -ordinating  institution : SKA (Square  

Kilometre  Array)  

Description : 

SKA is a  global  mega -science  project,  

building  an  advanced  radio -telescope  

facility  linked  to  research  infrastructure  

and  high -speed  ICT capacity  and  

provides  an  opportunity  for  Africa  and  

South Africa  to  contribute  towards  

global  advanced  science  projects . 

X   
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8 SIP 17: Regional  integration  for African  

cooperation  and  development  

Co -ordinating  institution : To be  

determined  

Description : 

Participate  in mutually  beneficial  

infrastructure  projects  to  unlock  long -

term  socio -economic  benefits  by  

partnering  with  fast-growing  African  

economies  with  projected  growth  

ranging  between  3% and  10%. 

X   

9 SIP 18: Water  and  sanitation  

infrastructure  

Co -ordinating  institution : TCTA (Trans-

Caledon  Tunnel Authority)  

Description : 

A 10-year  plan  to  address  the  estimated  

backlog  of  adequate  water  to  supply  

1.4 m households  and  2.1 m households  

to  basic  sanitation . The project  will 

involve  provision  of  sustainable  supply  of  

water  to  meet  social  needs  and  support  

economic  growth . 

X   

The DoE is conducting  the  monitoring  and  

progress  with  regard  to  the  implementation  of  

the  IPP projects  through  its IPPPP Office .  The 

DoE retains  the  responsibility  to  report  on  

programme  achievements  of  SIP 8 and  SIP 9 

to  the  PICC structures .  

With  respect  to  SIP 9, Electricity  generation  to  

support  socio -economic  development  that  is 

coordinated  by  Eskom, the  IPPPP Office,  in 

providing  a  monitoring  function,  will collate  

and  supply  status information  on  the  two  coal  

projects  in Bid Window  1, once  the  projects  

commence  construction .   
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15 

IPPPP Overview  
Giving effect to the IRP 2010 diversified energy mix, delivery on 
NDP Outcome 6 targets and IPP build mandate  

 

Å REIPPPP3  
(onshore wind, solar PV, 

CSP, small hydro, 

biomass, biogas, landfill 

gas)  

Å Small REIPPPPs3 

Å Cross border (hydro, 
coal, gas, etc.) 7 

Å Coal (base load) 1 

Å Cogeneration 2  

Å Gas Å Gas Policy Framework  

Å Energy Solutions for 
the future including 
energy storage, 
energy impact 
analysis, energy 
financing  

Å Grid Development 
and Grid Code 
Enhancement  

Å Solar Water Heaters  
Repair and Replace  

Å Regulatory and 
legislative aspects 
impacting on the 
IPPPP 

Å Regional Co -

operation  

 

Procurement and  

Contract management  Advisory  

Denotes active programmes  

Planning and strategy 

development inputs in 

support of DoE  and / or 

IPPPP future procurement 

objective:  

Procurement  and Contract 

management  focus  

Note  1. Ministerial  Determination  Baseload/mid -merit  determination  25 May  2012. Note  2.  Ministerial  Determination  for  Medium  Term Risk 

Mitigation  (MTRM), 19 December  2012. Ministerial  Determination  for cogeneration  18 August  2015, Ministerial  Determination  for  additional  gas -

fired  new  generation  capacity  27 May  2016. Note  3. Ministerial  Determinations  for renewable  energy,   1 August  2011,19 December  2012, 18 

August  2015 and  27 May  2016. Note  4. New  builds  includes  all . Note  5. Energy  share  2030 takes  into  consideration  decommissioned  coal  units 

(10.9 GW)  and  previously  committed  Wind  and  CSP (i.e . 1.0 GW over  and  above  17.8 GW IPP target) . Note  6. Share of  total  installed  capacity  

(MW) .  Note  7. Ministerial  Determination  for cross-border  coal  20 April  2016.  

Capacity  

share 6 

Share  

of total  

new (GW)  29% 9% 4% 2% 17% 5% 33% 1% 

 

 

 

New builds  16.4 4.9 2.4 1.3 9.6 2.6 18.8 0.5 

Existing fleet (2010)  35.6 2.4 0.0 1.6 1.8 2.1 0.0 0.4 

2010  81% 5% 0% 4% 4% 5% 0% 1% 

2030   46% 8% 3% 3% 13% 5% 21% 1% 

16.4 

4.9 
2.4 1.3 

9.6 

2.6 

18.8 

0.5 

0.0

5.0

10.0

15.0

20.0

25.0

4 

5 

Baseload/mid -
merit  

determination  
25 May 2012  

Baseload/mid -
merit  

determination  
25 May 2012  

18 Aug 2015  

27 May 2016  

Å Monitoring of IPPs and 
DoE Peaking Plants  

Contract management only  

focus  

Renewable 
Energy  

determinations  
1 Aug 2011  

19 Dec 2012  

18 Aug 2015  

27 May 2016  

Cross-border coal determination  
20 April 2016 
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Investing in education to grow a sustainable country  

16 REIPPPP highlights 

Note  1. As at  end  December  2016. Note 2.  Only  salaries for  core  teaching  staff,  no  extra  mural  or extra  classes included .  Note 3. 

Number  of  tertiary  /  basic  education  bursaries ; based  on  information  provided ; not  all  initiatives  stated  the  number  of  beneficiaries .  

Note  4. Only  building  of  classrooms,  no  renovations  included .  

ñEducation is the most powerful weapon we can use to 

change the world.ò  

ï Nelson Mandela 

R2.9 million 

ůŵƀƉŹ ƃź ƈŹŵŷżŹƆƇM ƇŵƀŵƆŽŹƇ źƉƂŸŹŸ Ŷƍ ŢũũƇ2 
Contributions towards education and 
skills development to date1 

Value of classrooms built 
by IPPs to date4 

R145 million 

R5.1 million 

261 

Number of bursaries 
granted by IPPs to 
date3 - to the value of 
R11.9 million 

IPPPP Overview | December 2016  
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planned: 2929 MW  

31% 

17 

The total  foreign  equity  and  financing  

invested  in REIPPs (BW1 - BW4, 1S2 & 2S2) 

reached  R48.8 billion . This is more  than  

double  the  total  FDI attracted  into  South 

Africa  during  2015 (R22.6 billion) 6. 

For projects  that  have  reached  

financial  close,  Black  South Africans  

hold  31% of  the  shares across  the  

complete  supply  chain  and  Local  

communities  hold  11% equity  in the  IPPs.  

The REIPPPP is successfully delivering clean energy 

timeously and cost effectively 

éand is supporting broader development objectives 

Employment  for South African  citizens  
including  people  from  communities  
local  to  the  IPP operations .   

Note  1. 54 IPPs have  reached  commercial  operation  date  (COD)  out  of  54 that  were  planned  by  December  2016. Note  2. Contracted  price  

(at  which  power  is sold to  Eskom) per  IPP was  weighted  with  consideration  of  the  technologies  and  their  relative,  projected  annual  energy  

contribution  (P50) (in April  2016 terms) . BW3 estimated  rate  incorporates  the  peak  tariff  (270% of  base  rate)  applicable  to  CSP.  BW3.5 is not  

included  as it is technology  specific . Note  3. For actual  achievements  only  data  for  projects  that  have  completed  financial  close  is reported  

- BW1, BW2, 16 of  17 BW3 projects  and  1 of  2 BW3.5 projects . Projects  which  have  not  completed  financial  close  ð 1 BW3 project,  1 BW3.5 

project,  BW4, BW1S2 & BW2S2. Note  4. Carbon  emission reductions  reflect  all  energy  generated  Inception  to  date . Note  5. Employment  /  

Job  creation  measured  in job  years  (equivalent  of  a  full time  employment  opportunity  for one  person  for  one  year) . Note  6. South African  

Reserve Bank (SARB). 2016. Quarterly  Bulletin  March  2016:40. Pretoria : SARB. Note  7. Energy  (and  carbon  emissions) figure  understated . 

Latest  quarterly  figures  not  received  from  some  IPPs. To be  corrected  next  reporting  period . Note  8. BW3 & BW3.5 have  been  updated  from  

Bid Submission figures  to  figures  as at  Financial  Close . 

megawatts operational 

(MW) 

portfolio price trend 2 

(R/kWh)  

- 19% 

2.52 

1.66 
1.34 

BW1 BW2 BW3 BW4 

0.82 

-  39% 

- 34% 

The REIPPPP is procuring  energy  at  

increasingly  cost  competitive  rates .  

REIPPs have  consistently  contributed  

new  capacity  to  the  network  since  the  

end  of  2013. At  December  2016, 100% of  

IPPs scheduled 1 to  be  operational  have  

started  commercial  operations .  The 

average  lead  time  for these  54 projects  

to  complete  has been  1.8 years .   

Prices stated  in April  2016 terms . 

Energy  weighted  average  (R/kWh)  

considering  average  technology  RFP 

submission price  (published)  per  BW 

and  projected,  annual  energy  

contribution  per  technology  type . 

clean energy generated 3,7 

(GWh) 

Although  production  is only  ramping  

up  as IPPs become  operational,   

13 098 GWh7 have  already  been  

generated  by  the  RE portfolio  since  

inception  to  date  - thereby  offsetting   

13.3 Mton  CO 2 emissions4,7. 

Total foreign investment 

attracted of total 

investment (cumulative 

R201.8 billion) 8 

employment creation 3  

(job years) 5 
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The REIPPPP 

contribution:  

 
Energy supply 

capacity impact  
NDP, Outcome 6  
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Solar PV 

47% 

Wind  

47% 

CSP 

6% 

Solar PV 

36% 

Wind  

52% 

CSP 

9% 

Landfill, 

Hydro, 

Biomass, 

Biogas 

1% 

940 173 
1000 500 

1200 600 

8400 

2800 

6360 

3357 

8400 

2700 

6225 

2292 

IRP 2030 IRP 2020  Determined Actual (Procured)

Solar PV Wind CSP Landfill,Hydro, Biomass, Biogas and Smalls

41 percent 

of the 2020 target 

for RE is already 

operational (Dec 

2016) 

The procured portfolio of 

RE capacity  
Delivery  on  Outcome  6 targets  and  

the  REIPPPP procurement  mandate  

The REIPPPP has successfully  procured   

6.4 GW from  112 IPPs in BW1 to  BW4, BW1S21 

and  BW2S21.  Of  this, 4.0 GW (from  BW1, BW2, 

BW32 and  BW3.52) are  at  various  stages  of  

construction  or have  commenced  with  

commercial  operation .   

By end  December  2016, 2.9 GW (2 929 MW)  of  

the  procured  capacity  started  operations  and  

delivering  2.9 GW (2 902 MW)  of  actual  

capacity  (i.e. 54 IPPs delivering  27 MW short of  

procured  capacity) .  In terms of  national  

targets  for  renewable  energy  capacity,  as 

defined  by  the  IRP and  National  Development  

Plan, this represents  16% towards  the  2030 

target  and  41% towards  the  2020 target  (i.e . 

7 GW RE capacity  to  be  procured  by  2019 and  

commissioned  by  2020 and  17.8 GW by  2030).  

0.6 GW is still to  be  procured  to  meet  the  2019 

procurement  target .   

Achieving  the  desired  energy  mix  

The energy  mix of  the  procured  REIPPPP 

portfolio  is well  aligned  with  the  IRP planned  mix 

as targeted  for  2030.   

The relative  share  from  both  CSP and  wind  is 

higher  than  originally  planned,  with  the  solar PV 

share  12% lower  in the  current  mix.  The slight 

divergence  from  the  IRP 2010 is informed  by  

technology,  price  and  system requirements  and  

follows  from  the  four  ministerial  determinations  

in 2010, 2011, 2015 and  2016. 
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(interpreta -

tion notes) for 

a complete 

breakdown of 

targets  

 

 

 

 

 

 

 

IRP 2010 plan: 

RE (new build, 

excluding 

hydro) 21% of 

total capacity 

by 2030  

N1 

21% 

Note  1. 1S2 & 2S2 refers to  the  completed  bid  cycles  for  small RE projects  consisting  of  two  bid  rounds . Note  2. 16 of  17 BW3 and  1 of  2 BW3.5 

projects  have  reached  financial  close  and  started  construction . Note  3. The 940 MW allocation  for  landfill  gas,  hydro,  biomass  and  biogas  includes  

small projects  of  400 MW. The 173 MW Actual  (Procured)  for landfill  gas,  hydro,  biomass  and  biogas  includes  small projects  of  99MW.  

Electricity mix  

Share of available capacity (GW) 3 

-12% 

5% 

3 

2.9 GW operational  

REIPPPP Capacity  
Targets versus capacity procured  

17.8 GW targeted  by 2030 
(IRP, NDP) 

7 GW to be procured  by 2019  
 & to be operational by 2020 (NDP)  

6.4 GW procured  

14.7 GW determined  

N1 

(BW 1 to 4, 1S2 & 2S2) 
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Solar PV 

2 292MW 

Solar CSP 

 600MW 

Wind onshore  

3 357MW 

Other ϐ 
 173MW 

Per  

technology  

 (MW)  

BW 1 - 1 425MW 

BW 2 - 1 040MW 

BW 3 - 1 452MW 

BW 3.5 -  200MW 

BW 4 - 2 205MW 

BW 1S2 -  49MW 

BW 2S2 -  50MW 

Per  

window  

(MW)  

112 
IPP projects  

6 422 
Megawatts  

Capacity breakdown (procured)  
Capacity (MW)  
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In four  separate  ministerial  determinations  (2011, 

2012, 2015 and  2016), the  Minister  of  Energy  

determined  that  14 725 MW power  from  renew -

able  energy  be  procured,  drawing  from  the  

following  technologies : 

Á onshore  wind ; 

Á solar photovoltaic ; 

Á concentrated  solar power  (CSP); 

Á biogas ; 

Á biomass ; 

Á landfill  gas ; and  

Á small hydro . 

The determinations  provide  for  the  capacity  

contributions  from  the  respective  technologies  

towards  the  total  14 725 MW, as shown  in the  

figure  to  the  left . 

The determinations  have  been  implemented  in 

rolling  bid  windows  with  seven  (1, 2, 3, 3.5, 4, 1S2 

and  2S2) bid  windows  successfully  completed  in 

the  first five  years .  The number  of  projects,  

capacity  contribution  and  technology  share  

resulting  from  the  procurement  process  towards  

the  overall  target  are  illustrated  on  the  left . 

In terms of  progress,  this represents  44% of  the  

already  determined  capacity  (14 725 MW) .  

Cost  effectiveness  of  the  REIPPPP 

(Actual  bid  prices)  

In line with  international  experience,  the  price  

of  renewable  energy  is increasingly  cost  

competitive  with  conventional  power  sources .  

The REIPPPP has effectively  captured  this global  

downward  trend  with  prices  decreasing  in 

every  bid  window .   

Energy  procured  by  the  REIPPPP is progressively  

more  cost  effective  and  rapidly  approaching  a 

point  where  the  wholesale  pricing  for  new  coal - 

and  renewable -generated  energy  intersect .   

Eskom published  LCOEs2 for  Medupi  and  Kusile 

in 2012 quoted  R0.54 and  R0.73/kWh  

respectively  (R0.67 and  R0.91/kWh  in April  2016 

terms) .  Cost  over -runs, increases  in financing  

and  (expected)  increases  in operational  

(including  coal)  costs prompted  industry  to  

challenge  the  validity 3 of  Eskomõs cost  

projections .  Industry  counter  estimates  at  the  

time  for  the  LCOE of  Medupi  were  R0.97/kWh  

(R1.21 in April  2016 terms) .  Considering  the  

ongoing  delays  in completion,  indications  are  

that  these  costs may  even  be  significantly  

higher .  

44% 
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Note  1.  The MW allocation  for  landfill  gas,  hydropower,  biomass  and  biogas  includes  small projects  of  400 MW. Note  2. Levelised  Cost  Of  Electricity  

(figure  shows April  2016 terms  for  comparison  purposes) . Note  3.  MAC  Consulting  report  (extract  presented  by  Eskom), EIUG analysis on  a  levelised  

cost  scenario  of  Eskomõs New  Build programme,  NERSA media  statements  (2012). Latest industry  estimates  are  about  R1.05/kWh  (SAWEA), i.e. 

R1.31/kWh  in April  2016 terms . Note  4. Contracted  (at  which  power  is sold  to  Eskom) price  (in 2016 terms ) per  IPP was  weighted  with  consideration  

of  the  technologies  and  their  relative,  projected  annual  energy  contribution  (P50). BW3 estimated  rate  incorporates  the  peak  tariff  (270% of base  

rate)  applicable  to CSP (refer  interpretation  notes  for additional  detail) . Note  5. 173 MW for Other  technologies  includes  99 MW for Smalls.  

Technology capacity allocation  
Capacity (MW)  

Technology capacity allocation 1 

Capacity (MW)  

1 
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3040 
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Wind PV CSP Landfill,Hydro,

Biomass,

Biogas and

Smalls

2.52 

1.66 
1.34 

0.82 
  1.21  

  0.91    0.67  

BW 1  BW 2  BW 3  BW 4 MedupiI Kusile MedupiE

-34% 

-19% N8 

-39% 

REIPPPP estimated4 price trends  
Energy weighted average (R/kWh)  

Note: REIPPPP prices expressed in April 2016 terms  
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 1.39   1.15   1.22   1.65  

Per technology  

Average technology tariffs 3 

R/kWh for small RE projects  

1.01 1.01 
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In comparison,  the  estimated , average  

portfolio 1 cost  for  all technologies  under  the  

REIPPPP has dropped  consistently  in every  bid  

period  to  a  combined  average 1 of  R0.82/kWh  in 

BW4. 

Cost  effectiveness  of  RE technologies  

Pricing  and  trends  vary  across the  respective  

technologies,  but  have  shown  a  similar 

downward  trend .    

The price  for  wind  power  has dropped  by  50% 

to  R0.75/kWh,  with  the  BW4 price  directly  

comparable 2 with  the  per  kWh price  of  new  

coal  generation .   

Solar PV has dropped  most  significantly  with  a  

price  decrease  of  75% to  R0.91/kWh  between  

BW1 and  BW4.   

CSP rates  in BW3 and  BW3.5 were  differentiated  

with  a  base  and  peaking  rate  component  and  

are  therefore  indicated  separately  in the  

diagram  to  the  left . The average  rate  of  CSP 

decreased  by  6% to  R3.32/kWh  between  BW1 

and  BW2 and  by  7% to  R1.80/kWh  from  BW3 to  

BW3.5 (average  base  rate) 4.    

The average  rate  per  technology  type  for  the  

small projects  are  shown  to  the  left . The first  

small scale  renewable  energy  bid  window  has 

been  procured  at  an  average  price  of  

R1.39/kWh . As anticipated,  the  cost  of  small  

scale  projects  are  higher  than  that  of  large  

projects . The rates  achieved  for  all three  

technologies  in this first procurement  round  are  

comparable  to  the  corresponding  large  scale  

rates  achieved  in BW3 (bid  announcement  for  

BW3 was  made  in October  2013, 2 years  prior  to  

BW1S2). More  recently  the  second  small scale  

renewable  bid  window  has been  procured  at  

an  average  price  of  R1.01/kWh  for  solar PV 

projects . As anticipated,  this is significantly  lower  

than  the  first small bid  window  and  a  similar 

downward  price  trend,  as with  the  large  

projects,  has been  realised .  

Prices contracted  under  the  REIPPPP for  all 

technologies  are  well  below  the  published  REFIT 

prices .  The REIPPPP has effectively  translated  

policy  and  planning  to  deliver  clean  energy  at  

very  competitive  prices .  As such  it is 

contributing  to  the  national  aspirations  of  

secure,  affordable  energy,  lower  carbon  

intensity  and  a  transformed  ôgreenõ economy .  

 

 

 

Note  1. Contracted  price  (at  which  power  is sold  to Eskom) per  IPP was  weighted  with  consideration  of  the  technologies  and  their  relative,  

projected  annual  energy  contribution  (P50). Note  2. Without  considering  the  technical  differences  in availability  and  load  factors .  Note  3.  Fully 

indexed  price,  inflation  adjusted  (2016).  Note  4. The peaking  rate  is 270% of  the  base  rate  (i.e. an  average  of  R5.04/kWh  for BW3 and  3.5).   
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1 2 3 3.5 4 1S2 2S2

Hydro 0 14 0 0 5 0 0

Biomass 0 0 17 0 25 10 0

Landfill 0 0 13 0 0 0 0

Conc Solar 150 50 200 200 0 0 0

Solar PV 627 417 435 0 813 30 50

Wind 649 559 787 0 1 363 9 0

0
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1 500
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2 500

Technology capacity procured  
Per technology per bid window (MW)  
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1 360 MW 
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1 200 MW 
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Capacity Per technology (MW)  
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Operational  

Operational  

Procured  
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Procured  

 400 MW 
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 0 MW 

400 MW 

25% 
Operational  

Procured  
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Technology  contributions  

The mix of  renewable  energy  has varied  very  

little  between  bid  windows .  Solar PV and  wind  

have  dominated  the  first two  bid  windows . 

Later  bid  windows  have  however  shown  some  

diversity .  Small hydro  technology  was  procured  

only  in BW2 and  BW4, biomass  was  procured  in 

BW3, BW4 and  BW1S2, while  landfill  gas  was 

procured  in BW3 only .  CSP has been  procured  

across  4 of  the  7 bid  windows  while  only  solar 

PV was  procured  in BW2S2. 

The third  determination,  promulgated  on  18 

August  2015, increased  the  allocation  to  be  

procured  from  RE by  6 300 MW. This was  

increased  further  by  a  fourth  determination,  

promulgated  on  27 May  2016, that  allocated   

an  additional  1 500 MW to  be  procured,  

specifically  from  solar PV. These additional  

determinations  continue  to   provide  bidders  

and  investors with  a  line of  sight on  future  

prospects  which  is important  to  maintain  the  

momentum  of  the  programme . 

Progress in terms of  the  revised  targeted  

capacity  from  the  respective  technologies,  as 

per  the  ministerial  determinations,  has been  

made,  as shown  on  the  left . 

To date,  44% (i.e . 6 422 MW)  of  the  total  

targeted  RE capacity  of  14 725 MW (including  

400 MW for  Smalls projects)  has been  procured . 

More  than  half  of  the  wind  power  has been  

procured  to  date  (3 357 MW or 53% of  the  

6 360 MW determined  capacity  for  wind) . For 

CSP 50% or 600 MW of  the  determined  capacity  

of  1 200 MW has been  procured . Power  

procured  from  solar PV has reached  37% or 

2 292 MW of  the  6 225 MW determined  while  

only  14% of  the  540 MW allocated  to  small 

hydro,  landfill  gas,  biomass  have  been  

procured  to  date .  

For small scale  renewable  energy  projects   

400 MW have  been  determined  and  49 MW has 

been  procured  under  BW1S2 and  a  further  

50MW under  BW2S2. This combined  99MW 

represents  25% of  the  allocated  capacity  for  

smalls. The 99 MW include  80 MW from  solar PV, 

9 MW from  wind  power  and  10 MW from  

biomass .  
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Project Distribution  

Number of projects  
Geographic  distribution  

IPP project  distribution  has automatically  

aligned  with  the  prevalence  of  renewable  

energy  resources .  Solar has contributed  the  

largest  number  of  IPPs with  PV and  CSP IPPs 

making  up  68 of  the  112 projects .  Solar projects  

are  concentrated  in the  Northern  Cape  where  

the  radiation  intensity  in the  country  is the  

highest .   As a  result, the  Northern  Cape  has 

received  the  bulk  of  the  projects  (59 of  112 in 

BW1, BW2, BW3, BW3.5, BW4, BW1S2 and  BW2S2) 

and  should  see the  benefit  from  the  significant  

associated  investments  and  the  socio -

economic  commitments  that  have  been  

secured  for  local  communities  through  the  

procurement  process .  

Wind  projects  are  largely  located  along  the  

coastal  regions  of  the  Eastern Cape  and  

Western  Cape  provinces  based  on  the  strong  

wind  flows along  these  shores.  After  the  

Northern  Cape,  the  Eastern and  Western  Cape  

share  the  largest  number  of  the  remaining  IPPs 

(17 and  14 projects,  respectively) .  The 

remainder  of  the  IPP projects  are  distributed  as 

follows :  

Á Free State : 9 projects  

Á North  West: 6 

Á Limpopo : 3  

Á Mpumalanga : 2  

Á Gauteng  and  KwaZulu  Natal : 1 each   

BW3 included  the  first landfill  gas  and  the  first 

biomass  IPPs, as well  as the  first projects  in both  

Gauteng  and  KwaZulu  Natal . Mpumalangaõs 

first project  was  awarded  in BW4. 

Generation  from  landfill  gas  and  biomass  power  

plants  are  less constrained  by  energy  

availability  and  typically  offers  higher  load  

factors .  Higher  load  factors,  availability  during  

peak  demand  hours, increasing  energy  diversity  

and  a  larger  distribution  footprint  of  generation  

capacity  offered  by  these  technologies,  further  

contribute  to  the  value  of  the  renewable  

energy  portfolio .   

 

Key learnings  identified  
 
Closer  collaboration/improved  alignment  with  
provincial  energy  strategies,  spatial  planning  and  
development  plans  are  important  to  optimise  the  
benefits  of  the  REIPPPP to  provinces .   
 
Forums are  being  created  to  facilitate  improved  
interaction  and  alignment  

Page 
A6 
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