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POLICY AND NATIONAL PLANNING CONTE
OFTHE IPP PROCUREMENT PROGRAMM
(IPP PP)




South Africaods | PP Procure
global, regional and local policy conte:

Global & Regional context_

Global / regional / local trends Global / Regional Commitments mad8A

Political Economic / Financi@OP 21 (UN Conventio@lonate Change)
Social Environmental Regional Integration
Technology Legal Bilateral & Md#teral Agreements & Treaties

National strategies, plans, polic_

National Development National Infrastructure Integrated Energy Planning

Plan(NDP) Plan (IEP) Processes

Identifies longterm plans to 17 Catalytic Strategic Longterm (2050) Integrated Energy Plan
meetS A écenomicsocialand Infrastructure Plans (SIPs) for being developethformed by key sectoral
environmentaheeds Energy social and economic Masterplans and Road Maps (Gas, Liquid
infrastructure is a critical infrastructure across all 9 Fuels, Electricity).
componembreconomigrowth  provinces

o . L Integrated Resource Plan (IRP)
TheNDPproposesliversitgnd - National Legislation for electricity

alternativenergyesourceand - National Energy Act of 2008 The IRPequires a specific generation mix
energysupplyoptions bothiin requires development of IEP to meet the electricity needs over a 20

termsof powergeneratiomand ear planning hori iforms
thesupphofliquidtuels Electricity Regulation Act (ER inis?erial Dgterminations on energy

anc lN.eW Generation CapaCitycapacity. IRP updated biennially, with 2017
regulations (NERA) version being finalised currently.

IPPP Programme mandate .

Ministerial Determinations DoE mandates IPP Office to procure & advise
14725 MW for renewable IPPs IPP Office procurement & intervention planning
15 390 MW for r@amewabl}fPPs informed by Department of Energy (ipeE) 5
x! (SA and the Region) @ - plans [4‘ ~
energy national treasury / 1
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The IPPPP is aligned with global & regional agreements
national policies, plans and seelmonomic features

A SouthAfricasimilarto othercountriesn theworld js determininigs powergenerationapacitynd
technologyixbasedn

A thepacestructurandoutlookoreconomiexpansioh stagnardomestieconomigrowth
electricitpeedd lowemndchanginglectricitdemanéswellaschangingnergyequirements
fortheeconomy

A

A theexistingindexpectedostsandefficienciesf differentechnologidsfastpaceoftechnology
developmendésdecreasingosts

A

thec o u nconmmytroestereducesreenhousBasEmissiongotablgarbordioxidé CQO) i
electricityeneratiosourcesndtechnologieandenergyource$ortranspodndindustrialse
tochange

A the c o u ndlimagicdomditionsand wateravailability increasingvaterscarceand water
distressedountry

A the natureandlevelsof socieeconomicevelopmerit povertyunemploymeandinequality
levelamongniddleandhighincomeountries

A fiscatonsideratioiisncreasindebtevels

A [ 1t is withinthis contextand with the urgentdriveof showings A @regressn climatechangecommitmentsy
Decembez01laswellastheneedforadequateagliableflexibleandaffordablelectricitgenerationapacitythat
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The IPPPP is aligned with Energy Policies a
National Planning Context

A TheWhitePaperon the EnergyPolicyof the Republicof SouthAfrica (1998 commitso implementarious
electricitynarketeformsncluding

o Encouragingrivatesectorparticipatiom the industryi IndependenPowerProducerProcurement
Programm@PPPIpP- Achieved

o Encouragement competitioii Not achievedbetweenpublic and private energy markets- only
competitiorachievedvithinthe marketcreatedoy the IPPPP

o Permittingpennondiscriminatoaccessothetransmissiaysteni Notachieved
A Electricity Regulation Act, 4 of 2(BRAYormalised White Papénter ali@rovide for:

0 Minister of Energy to determthat new generation capacity is needed, require private sector partic
(IPPs) and that the electnuistbe purchased by such a designated buyer (Eskom)

o Nondiscriminatory access to the transmission and distribution power systdrind parties (section
21(3)), thereby enabling private sector participation in electricity generation.

A ThelPPPis as relevantodayas it wasat the timeof its launchin 2011(SeeAnnexur®) andits desigrand
implementatidras provedthatit is givingeffectto all nationabhnd energypolicyand planningbjectivess
elaborateth e.g. theNationaDevelopme®an(NDP)the WhitePapeion EnergyPolicyof SouthAfrical 998
thelntegrate&nergyPlan(IEP)of 2016 thevarioudntegrate@®esourceRlans(IRP)since2010to thelatest,
strateginfrastructuandindustrialisatiplansandaccordsuchasGreereEconomgndYouthAccordbetween
governmengbourbusinesandcivilsocietyvhileminimisintheburderonthefiscusandconsumer
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However, implementation of aspects of Energy Planning and S
Institutions is incomplete, hampering the full benefi

| the IPPPP & putting its existence at ri
Diversify supply sources Security of energy supgly
and primary energy carriers  Water conservation ~~ . I
Increase access to energy Minimise emissions % Eepanmﬁ{
Promote localisation, from the energy sector &/ REPUBLIC OF SOUTH AFRICAI
technology transfer, Minimise cost of energy
and job creation -~
Improve energy efficien

By
— Integrated Energy Plan
egulation governing operations

Resource and masterplai'ls not finalized nor integfated

Gas

Liquid

Utilisation
Master Plan

Fuels
Master Plan

public enterprises

Department:
Public Enterprises
REPUBLIC OF SOUTH AFRICA

Eskomdintegrated / monopoly stade/ned enterprise < |

Y Vv v

Generation Transmission and Distribution Customers
system operations

v

Special
customers

Eskom Eskom
Generation Transmission

IPP1 & 2

Eskom
Distribution

Municipalities

Municipalities
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IPP Office, Mandated to Implement IPPPP, Oper
Armslength from Government & is Seffded

Determinations ’

4 DoE as Procurer % Departmenbdf Energy(DoE)is mandatewnerof the
IPPPPThelPP Officeis an agentof the DoEproviding
DoE the necessarycapacityfor the implementatioof the

IPPPPand the relatedinterventionsThe IPP Office

5 Mandate providesnonthlyandquarterlyeportdo the DoEon all

Minister SR Instructions to\pP thediffererprogrammeandinterventions
of : Office to procure

National
Treasury

Draft Determination
to & Concurrence

given by Nersa

Draft extension awaiting
signature

NationalTreasury(NT) throughthe Government
TechnicahdvisornCentre(GTAC)manageshe
IPPOfficeAccounfa projectlevelopmercility)
in whichthe revenueof the IPP Officeis held
NationalTreasu® role is further discharged
througltoncurrenae termsof Sectior66and70
of the PFMAto providea guarante¢o backthe
obligationsof Eskomin terms of the Power
Purchas@greemeriPPAWwiththelPPs

Vo
&9

national treasu

DBSA e

\ ‘ : National Tréasuty
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DevelopmenBank of SouthernAfrica (DBSA)

overseeshe appointmendf staff and the office

operationaswellastheprocuremenf consultants,
goodsandservicesequiredfthelPPOffice DBSA
providetheinitiafundindorthelPPOfficeasaloan

recoverablgtFinanciaClose




IPP Office Mandate

A The partnershifnas bolsterednvestorconfidencgevidencedby the oversubscribed
REIPPPP)

A PursuantotheMoAtherespectiveolesofthethreepartnersireasfollows

Departmenbdf Energy(DoE)is mandatewnerof the IPPPPandthe IPP Officeand
guidesandmonitorshe deliveryandperformancef the IPP Officethoughmonthlhyand
guarterlyeporting thelPPPPRprocuremeptocesseareauditedytheAuditoGeneral

National Treasury(NT) throughthe GovernmentechnicaAdvisoryCentre(GTAC),
manageshe IPPOfficeAccoun(a projectlevelopmemécility)n whichtherevenuesf
thelPPOfficds held Nationalreasu@ roleis furthedischargethrougltoncurrende
termsof Sectior66 and70 of the PFMAOo providea guarante& backtheobligationsf
EskomntermsfthePowePurchas@greemerfPPAwiththelPPs thelPPAccounis
auditedbytheAuditoGenerabnd

DevelopmentBank of Southern Africa (DBSA)overseesthe operationsof and
procuremeinf goodsandservicesequireafthe IPPOffice’ thelPPOfficeoperations
andrelategbrocuremeigauditedytheDBSAappointeduditors

W
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IPP Office Mandate

A MandatefthelPPOfficds directlylerivedrom

o Newgenerationapacitgletermination®y the Ministeof Energydesignatinthe DoEas the
designatefdrocurer Determinationsogresandachievements datearediscusseth next
sectiomfpresentation

o Witten mandateinstructions fromthe DoE to provideassistancevith specifiedstrategic
interventionfgrexample
A Contractmanagemengvaluatiorand monitoringdf IPP projects(linkedto 20 year
contracts)
A Crosshordeandregiongbrojects
A SolaWateHeateRepaiandReplac®rogramm&rategandimplementation
A SectoPlanningupportIRPJEPGasUtilisatioMastePlan(GUMP)
A Assessmewnffregulatorseformsforexampléo enableheGasto-PoweProgrammand
otheprogrammes
A AlternativieindingnodelgespecialliprBE Eownership)
A Potentialmunicipalofftake and innovativecredit enhancemerand marketsupport

structures
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IPP ENERGY PROCUREMENT IN TERMS (¢
DETERMINATIONS
AND RELATED SERVICES




Determined New Generation Capacity wit
Bigger Part to be Procured from Il

Througla numbepf determinationise Governmeim seekindo procurever3@GWfromindependeiower
ProducersThe programmeare wellalignedas theydiversiffthe energymix, ensuresecurityof supplyand
procur@owentthecheapestosts

IPP Determinations to
be implemented by IPP

Technolo IRP new-build IRP new-build targets
gy targets earmarked for IPPs

Office

Renewable Energy Capacity

Wind 8 400 7 100 6 360
CSP 1 000 1100 1200
PV 8400 4 900 4725
Solar Parks 1 500
Landfill, Hydro, Biomass and
Smalls 125 940
Total RE 17 800 13 225 14 725
Non-renewable Energy Capacity
Coal 6 250 2750 2500
Cross-border Coal 3750
Gas (CCGT and OCGT) 6280 3126 3726
Hydro 2 609 2 609 2609
Cogen 1800
Nuclear 9 600
Peaker Plants 1020 1020 1 005
Total Non-RE 25 759 9 505 15 390
Note 0115

A Figures in table ar¢égirmsof IRP 2010, but need to be aligned to thdREVR@L0 as approved by

Cabinetn December 2017

y
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IPPPP In process: REIPF
14725 MW Renewable Eneagy through4 determinations

PROGJRED 6 376 MW to date throughthe rolling bid-window programme

Bid roundscompleted Lage REPPP Bid Windows 1, 2, 3, 3.5, 4 SnallsBW1
and 2

3 725MW | 112 ProjectsProcured

2% Operational IPPs -3 774MW reached Canmercial Operation by 31
\ December2017

v

\ SIGNEM@ 001** MW to date

64 Projeds signed from Large REPPP Bid Windows 1 (28 projects)2 (19
\ projects) 3 (16 projectsland 3.5 (1 project)
|| PROGJRED, ANNOUNCEBUTNOT YETSIGNER 421 MW

Projects contracted from Large REIPPP Bid Windows 3 (1 project), 3.5

48 project), 4 (26 projects)Smalls BW1 (10 projects) and Smalls BW2 (10
projects)

3 200MW

—_

'

6 300MW

PROGJRED, NOT YETANNOUNCEDL 775 MW
19 Bpedited Bid Window projeds

@ '  /
IMMEDIATE DECISIONS
1 WMW ‘ / A Get approvals to complete procurement process and financial close of 67
B}rP / projectsq immediate approval to sign agreements for 27 BW3.5 & BW 4
/

/ projects required;

A Section 66 and 70 approval from Minister of Finance, and Section 54 from
DPE and Eskom for 20 Smalls BW 1 and 2 Projeetpiired to complete
procurement process

A DoE to announce Preferred Bidders for 19 Bid Window 4 Expedited proje

A Release Requests for Proposals for Large REIPPP Bid Window 5, Smalls
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IPPPP In process: COAL PROGRAN
2 500MW Coal determined

PROGQJRD 863 MW in the first Bid Window

A 2 Projects announced in October 2016 with a total investment of R
40,4 billion.

A Thabametsi Coal Fired Power Project situated in Limpopo Province
557.3 MW, and ACWA Power Khanyisa IPP Project situated in
Mpumalanga 306 MW.

A PIC, IDC and the DBSA provided fundimgupport of the BBBEE
parties amounting tdr3.2 billionas equity and shareholders loans

A During theconstructionperiod of 3 to 4 years 600 jobs will be
created with 13 500 jobs during the operatirgeriod of 30 years post
construction.

A 30 year PPA where the tariff will in respect of all components other
than the FuelCharge Rate escalate with CPI.

A Significant penalties levied for not timeously achieving scheduled
commercial operation (i.e. 6 days for 1 day late connection) \

2500 MW

ACTIONS AND DECISIONS

A IPP Office to negotiate with preferred bidders on the introduction
of cleaner coal technologies

A Section 66 and 70 approval from Minister of Finance, and Section
54 from DPE required for financial clos¢ Coal BW 1 projects

A Cleaner coal technology to be considered festidding round for
the remainder of the determination 15
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3750 MW

IPPPP In process: CRGBSRDER COAL
3750MW Conl detarmined

Development of Cross Border Coal Programme |

A 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

A The Minister proceeded to issue a Criwsder coal determination

A The Crosborder 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.

ACTIONS AND DECISIONS |

A IPP Office to continue with development of the crob®rder coal
programme with extension of the mandate to focus on the required
grid infrastructure and structuring procurement for such grid
infrastructure

A Engagement by the Minister of Energy with other SADC Energy
Ministers to pave way for implementation by the IPP Office oiéhe
crossborder coal programme
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IPPPP In process: GAS PROGRAM
3 726MW Gas to Powethrough2 determinations

OVERVIEW

A

3 126MW

:
600 Mh

Partner for CEF/ A
PetroS/Aas and when A
infrastructure is A

A

available

Depanmem
Energy
REPUBLIC OF SOUTH AFRICA

Project Information Memorandum (PIM)Releasd to market October
2016

A Initial Projects to be located in Richards Bay IDZ (2 000MW) and Coega |Dz
(1 000 MW).

A Initial capex only estimated at R 47 billion. Significant annual spend locally
through out 25yr Power Purchase Agreement (PPA) term

OBSERVATIONS

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

Strategic Equity 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 andelease of the Integrated Resources Plan (IRP)

To clarify lead roles and mandates of government institutions to avoid
duplication of effort and expenditure

¥
. 2 vy o,
DBSA\ u national treasury f ‘@sg N

7 _‘ Deoatoert 11\§ / £\ 2

ury
Development Bank %
Denbpsatest Wy REPUBLCOF SOUTH AFRICA

17



IPPPP In process: GGENERATION PROGRAM
1 800MW CoGenerationEneagy through2 determinations

1 000MW 4

AUgUSt 201

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

Technologies

Waste to Energy
Combined Heat and Power
Industrial Biomass

Greenfields Programme

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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