
PRESENTATION ON THE 

INDEPENDENT POWER PRODUCER PROCUREMENT PROGRAMME 

PORFOLIO COMMITTEE ON ENERGY

PARLIAMENT; CAPE TOWN

06 March 2018



Table of Content  

o Presentation 

o Policy and National Planning Context of IPP Programmes

o IPP Office Mandate

o IPP Energy Procurement in terms of Determinations and Related Services

o IPPPP Continuous Support to achieving National Objectives 

o IPP Office Future & Conclusion

2



POLICY AND NATIONAL PLANNING CONTEXT 

OF THE IPP PROCUREMENT PROGRAMME 

(IPP PP)



South Africaõs IPP Procurement Programme is informed by the 

global, regional and local policy context

Global & Regional context and commitments

National strategies, plans, policy and processes

IPPP Programme mandate
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Global / regional / local trends Global / Regional Commitments madeby SA

Political       Economic / Financial 

Social          Environmental

Technology  Legal

COP 21 (UN Convention onClimate Change)

Regional Integration  

Bilateral & Multi-lateral Agreements & Treaties

National Development

Plan(NDP)
Identifies long-term plans to

meetSAôseconomic,socialand

environmentalneeds. Energy

infrastructure is a critical

componentforeconomicgrowth.

TheNDPproposesdiversityand

alternativeenergyresourcesand

energysupplyoptions,both in

termsof powergenerationand

thesupplyofliquidfuels.

National Infrastructure 

Plan
17 Catalytic Strategic 

Infrastructure Plans (SIPs) for 

social and economic 

infrastructure across all 9 

provinces

National Legislation
National Energy Act of 2008 ï

requires development of IEP

Electricity Regulation Act (ERA)  

and  New Generation Capacity 

regulations (NERA)

Integrated Energy Planning  

(IEP) Processes 
Long-term (2050) Integrated Energy Plan 

being developed - informed by key sectoral 

Masterplans and Road Maps (Gas, Liquid 

Fuels, Electricity).

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.

Ministerial Determinations

14725 MW for renewable IPPs

15 390 MW for non-renewable IPPs

(SA and the Region)

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

Å SouthAfrica,similarto othercountriesin theworld,is determiningits powergenerationcapacityand

technologymixbasedon:

Å thepace,structureandoutlookforeconomicexpansionïstagnantdomesticeconomicgrowth;

Å electricityneedsïlowerandchangingelectricitydemandaswellaschangingenergyrequirements

fortheeconomy;

Å theexistingandexpectedcostsandefficienciesofdifferenttechnologiesïfastpaceoftechnology

developmentsatdecreasingcosts;

Å thecountryôscommitmentstoreduceGreenhouseGasEmissions(notablycarbondioxideïCO2)ï

electricitygenerationsourcesandtechnologies; andenergysourcesfortransportandindustrialuse

tochange;

Å thecountryôsclimaticconditionsand wateravailabilityïincreasingwaterscarceand water

distressedcountry;

Å the natureandlevelsof socio-economicdevelopmentïpoverty,unemploymentandinequality

levelsamongmiddle-andhighincomecountries;

Å fiscalconsiderationsïincreasingdebtlevels.

Å It is withinthiscontextandwiththe urgentdriveof showingSAôsprogresson climatechangecommitmentsby

December2011aswellastheneedforadequate,reliable,flexibleandaffordableelectricitygenerationcapacity,that

theGovernmentofSouthAfricalaunchedtheIndependentPowerProducersProcurementProgramme(IPPPP),with

renewabletechnologies. Priorto thatgovernmenthadadopteda policyto allowprivatesectorinvestmentwhilst

takingintoconsiderationimpactonESKOM



The IPPPP is aligned with Energy Policies and 

National Planning Context
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Å TheWhitePaperon the EnergyPolicyof the Republicof SouthAfrica(1998) commitsto implementvarious

electricitymarketreforms,including:

o Encouragingprivatesectorparticipationin the industryïIndependentPowerProducerProcurement

Programme(IPPPP) - Achieved

o Encouragementof competitionïNot achievedbetweenpublic and private energymarkets- only

competitionachievedwithinthemarketcreatedby theIPPPP

o Permittingopen,non-discriminatoryaccesstothetransmissionsystemïNotachieved

Å 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 mustbe purchased by such a designated buyer (Eskom)

o Non-discriminatory access to the transmission and distribution power systems to third parties (section 

21(3)), thereby enabling private sector participation in electricity generation.  

Å TheIPPPis as relevanttodayas it wasat thetimeof its launchin 2011(SeeAnnexure2) andits designand

implementationhasprovedthat it is givingeffectto all nationalandenergypolicyandplanningobjectivesas

elaboratedin e.g. theNationalDevelopmentPlan(NDP),theWhitePaperonEnergyPolicyof SouthAfrica1998,

theIntegratedEnergyPlan(IEP)of 2016, thevariousIntegratedResourcesPlans(IRP)since2010to thelatest,

strategicinfrastructureandindustrialisationplansandaccordssuchasGreenEconomyandYouthAccordsbetween

government,labour,businessandcivilsociety,whileminimisingtheburdenonthefiscusandconsumer.



However, implementation of aspects of Energy Planning and Sector 

Institutions is incomplete, hampering the full benefit of 

the IPPPP & putting its existence at risk  
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National Energy 

Regulator of South 

Africa (NERSA)

Regulation governing operations

Integrated Energy Plan

Integrated 

(Electricity) 

Resource Plan

Gas 

Utilisation

Master Plan

Liquid 

Fuels

Master Plan

IPPPP

Central Energy FundEskom ðintegrated / monopoly state-owned enterprise 

IPP 

Office

1 & 2

Security of energy supply

Minimise cost of energy

Increase access to energy

Diversify supply sources 

and primary energy carriers

Minimise emissions 

from the energy sector

Improve energy efficiency 

Promote localisation, 

technology transfer, 

and job creation

Water conservation

Resource and masterplans not finalized nor integrated



IPP OFFICE MANDATE



IPP Office, Mandated to Implement IPPPP, Operates at 

Arms-length from Government & is Self-funded
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IPP Office 
Memorandum of 
Agreement (MoA)

2010 ð2015
2016 ð2019

Draft extension awaiting 
signature

DoE

National 
Treasury

DBSA

Departmentof Energy(DoE)is mandateownerof the

IPPPP. TheIPPOfficeis an agentof theDoEproviding

the necessarycapacityfor the implementationof the

IPPPPand the relatedinterventions. The IPP Office

providesmonthlyandquarterlyreportsto theDoEon all

thedifferentprogrammesandinterventions.

NationalTreasury(NT), throughtheGovernment

TechnicalAdvisoryCentre(GTAC),managesthe

IPPOfficeAccount(aprojectdevelopmentfacility)

in whichthe revenueof the IPP Officeis held;

NationalTreasuryôs role is further discharged

throughconcurrencein termsofSection66and70

of thePFMAto providea guaranteeto backthe

obligationsof Eskomin terms of the Power

PurchaseAgreement(PPA)withtheIPPs

DevelopmentBank of SouthernAfrica (DBSA)

overseesthe appointmentof staff and the office

operationsaswellastheprocurementofconsultants,

goodsandservicesrequiredof theIPPOffice. DBSA

providedtheinitialfundingfortheIPPOfficeasa loan

recoverableatFinancialClose.

Minister 
of 

Energy

Determinationsï

DoE as Procurer

Mandate 

Instructions to IPP 

Office to procure

IEP & 
IRP

Nersa

Draft Determination 

to & Concurrence 

given by Nersa
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IPP Office Mandate 
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Å The partnershiphas bolsteredinvestorconfidence(evidencedby the over-subscribed

REIPPPP)

Å PursuanttotheMoAtherespectiverolesofthethreepartnersareasfollows:

ï Departmentof Energy(DoE)is mandateownerof the IPPPPandthe IPPOfficeand

guidesandmonitorsthedeliveryandperformanceof theIPPOfficethoughmonthlyand

quarterlyreportingïtheIPPPPprocurementprocessesareauditedbytheAuditor-General;

ï NationalTreasury(NT), throughthe GovernmentTechnicalAdvisoryCentre(GTAC),

managestheIPPOfficeAccount(a projectdevelopmentfacility)in whichtherevenuesof

theIPPOfficeisheld; NationalTreasuryôs roleis furtherdischargedthroughconcurrencein

termsof Section66and70of thePFMAto providea guaranteeto backtheobligationsof

EskomintermsofthePowerPurchaseAgreement(PPA)withtheIPPsïtheIPPAccountis

auditedbytheAuditor-General; and

ï DevelopmentBank of Southern Africa (DBSA)overseesthe operationsof and

procurementof goodsandservicesrequiredof theIPPOfficeïtheIPPOfficeoperations

andrelatedprocurementisauditedbytheDBSAappointedauditors.



IPP Office Mandate 
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Å MandateoftheIPPOfficeisdirectlyderivedfrom:

o Newgenerationcapacitydeterminationsby theMinisterof EnergydesignatingtheDoEas the

designatedprocurerïDeterminations,progressandachievementsto datearediscussedin next

sectionofpresentation

o Writtenmandateinstructions from the DoE to provideassistancewith specifiedstrategic

interventions,forexample:

ÁContractmanagement,evaluationand monitoringof IPP projects(linkedto 20 year

contracts)

ÁCross-borderandregionalprojects

ÁSolarWaterHeaterRepairandReplaceProgrammestrategyandimplementation

ÁSectorPlanningsupport- IRP,IEP,GasUtilisationMasterPlan(GUMP)

ÁAssessmentof regulatoryreforms,forexampletoenabletheGas-to-PowerProgrammeand

otherprogrammes

ÁAlternativefundingmodels(especiallyforBEEownership)

ÁPotentialmunicipaloff-take and innovativecredit enhancementand marketsupport

structures



IPP ENERGY PROCUREMENT IN TERMS OF 

DETERMINATIONS

AND RELATED SERVICES



Determined New Generation Capacity with the 

Bigger Part to be Procured from IPPs 

Througha numberof determinationstheGovernmentis seekingto procureover30GWfromIndependentPower

Producers. Theprogrammesare wellalignedas theydiversifythe energymix,ensuresecurityof supplyand

procurepoweratthecheapestcosts

Note:

Å 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
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IPPPP in process: REIPPPP
14725MW RenewableEnergy through4 determinations

1

3

2

4

3 725MW

3 200MW

6 300MW

1 500MW
SolarParks

6 Bid roundscompleted Large REIPPPBid Windows1, 2, 3, 3.5, 4 Smalls BW1
and 2)

64
Projectssignedfrom Large REIPPPBid Windows1 (28 projects), 2 (19 
projects), 3 (16 projects) and 3.5(1 project)

62* Operational IPPs - 3 774MW reachedCommercial Operationby31 
December 2017

PROCURED 6 376 MW to date through the rolling bid-window programme

ÅGet approvals to  complete procurement process and financial close of 67 
projects ςimmediate approval to sign agreements for 27 BW3.5 & BW 4 
projects required;

ÅSection 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

ÅDoE to announce Preferred Bidders for  19 Bid Window 4 Expedited  projects
ÅRelease Requests for Proposals for Large REIPPP Bid Window 5,  Smalls Bid 

Window 3, and Solar Parks Programme

48

112 ProjectsProcured

SIGNED4 001** MW to date

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, ANNOUNCEDBUTNOTYETSIGNED2 421MW

PROCURED, NOTYETANNOUNCED1 775 MW

ExpeditedBid Window projects19

IMMEDIATE DECISIONS
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IPPPP in process: COAL PROGRAMME 
2 500 MW Coal determined

2500 MW

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

Å Section 66 and 70 approval from Minister of Finance, and Section 
54 from DPE required for financial close of Coal BW 1 projects

Å Cleaner coal technology to be considered for 2nd bidding round  for 
the remainder of the determination 

ACTIONS AND DECISIONS

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

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

Å PIC, IDC and the DBSA provided funding in support of the BBBEE 
parties amounting to R3.2 billion as equity and shareholders loans

Å During the constructionperiod of 3 to 4 years, 6 600 jobs will be 
created with 13 500 jobs during the operating period of 30 years post 
construction. 

Å 30 year PPA where the tariff will in respect of all components other 
than the Fuel Charge Rate escalate with CPI. 

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

PROCURED 863 MW in the first Bid Window 

15



IPPPP in process: CROSS-BORDER COAL 

PROGRAMME 
3750 MW Coal determined

3750 MW

Å 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 

Å Engagement by the Minister of Energy with other SADC Energy 
Ministers to pave way for implementation by the IPP Office of the 
cross-border coal programme 

ACTIONS AND DECISIONS

Å 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 

Å The Minister proceeded to issue a Cross-border coal determination
Å 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.

Development of Cross Border Coal Programme

16



17

IPPPP in process: GAS PROGRAMME
3 726 MW Gas to Power through2 determinations

1

2

3 126MW

600MW

OVERVIEW 

Å To release to the market a Gas Utilisation Masterplan
Å Amendments to the Gas Act to enable longer term development of Gas 

Market
Å To release the RFQ and RFP documentation to the market subject to 

alignment and release of the Integrated Resources Plan (IRP)
Å To clarify lead roles and mandates of government institutions to avoid 

duplication of effort and expenditure

DECISIONS

Å Project Information Memorandum (PIM): Released to market October 
2016

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

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

Strategic Equity 

Partner for CEF/ 

PetroSAas and when 

infrastructure is 

available

OBSERVATIONS 

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



IPPPP in process: CO-GENERATION PROGRAMME
1 800 MW Co-Generation Energy through2 determinations

2

1
800 MW

1 000 MW

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 

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

Brownfields Programme

Greenfields Programme

Technologies

Waste to Energy
Combined Heat and Power 
Industrial Biomass

Strategic consideration of sugar industry for South Africa and economic 
and financial impact of the cogeneration programme

Decisions
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