Green energy development potential in the
Eden District Municipality
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Who we are: The IPP Office
What we do?
What have we achieved?
Eden DM
o BW4 Expedited in Pipeline & opportunity to shape economic development
o Huge resource potential for RE projects in Eden DM for utility scale, own
generation and community projects
o Other opportunities to explore
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Who we are: IPP Office, Mandated to Implement IPPPP, Operates at Arms-length
from Government & is Self-funded

DBSA

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

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

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

National
Treasury

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

Professional advisory services;

•

Procurement management services;

•

Monitoring, evaluation and contract management services.

Non Renewable
Energy Procurement
•

Coal (base load)

•

Cogeneration

•

Gas

1

•

REIPP Procurement Programme
(onshore wind, solar PV, CSP, small hydro, biomass,
biogas, landfill gas)

•

Small project RE IPPPP

•

Cogeneration (from agricultural waste / byproducts)

2

Advisory Services

3
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Renewable Energy
Procurement

•

Energy Legislative, Regulatory and Planning advice

•

Financing Mechanisms e.g. Small projects fund

•

Energy-water-food nexus
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The IPP Procurement Programme: What is it?
It is procuring electrons and molecules (in the case of gas) from private sector
producers and not infrastructure
An IPP is a Company (Consortium) established by a range of shareholders for the purposes of
bidding for, constructing and operating an independent power plant. Typically the IPP
Company structure could consist of:
• Black Industrialists (increasing shareholding with projects to be signed having an average of
40% shareholding)
• Other South African shareholders
• Community Trusts representing the local communities where the projects are located
• Foreign shareholders bringing foreign direct investment (FDI) that improves the country’s
balance of payments as well as expertise

Requirements on the composition of
the IPP company promotes broadbased ownership
Community
Trust

Foreign
shareholders

IPP
Company

Programme Design Approach ensures that IPPs
• Provide ALL the funds for the construction and operation of the power plant –
through debt (mostly) and equity
• Bears ALL the construction and site risks of the project – any delays or cost
overruns are for the account of the IPP and not recoverable
• Commits to a specified date to start generating power and is penalised if late
• Manages at own risk the operation of the power plant for a period of 20 years
(or more) and ALL cost overruns (for example increased maintenance cost)
are for the account of the IPP and not recoverable
• Only starts recovering its investment when the power plant starts generating
power
• Charges pre-determined and predictable prices – price adjustments CPI
linked
• Bears ALL the risk of reduced revenues when the power plant is not
operational or produces less power
• Commits upfront to achieving targets in respect of job creation, economic
development (enterprise development and preferential procurement) and
socio-economic upliftment

South African
shareholders

Black
Industrialists
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What has been achieved?
The IPPPP has been successfully delivering clean energy timeously and cost effectively
megawatts operational
(MW)

portfolio price trend (R/kWh
Apr 2016 Terms)

Actual capacity delivered at Dec 2017
3 773 MW

clean energy generated
(GWh)

- 34%
- 19%
- 39%

2.52
1.66

1.34
0.82

BW1

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

Performance data obtained from IPPPP Quarterly Report (October
to December 2017)
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BW2

BW3

BW4

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

Although production is only ramping up as IPPs become
operational, 22 165 GWh have already been generated by
62 operational projects since inception to December 2017,
enough to power 6.7 million households, while offsetting
22.5 Mton CO2 emissions and saving 26.6 million kilolitres
of water in relation to fossil fuel power generation.
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What has been achieved?
…and supporting broader economic development objectives

BW1S2

48,7

47,9

BW4

South African and
equitable shareholding
(%)

31%

17,0

9,6
BW1

direct employment creation
(job years)

34,7

Equity

27,8

Debt

47,8

Total foreign investment relative to total
investment (cumulative total R201.8
billion)

BW2

BW3

BW3.5

BW2S2

The total foreign equity and financing invested in REIPPs (BW1 - BW4,
Smalls BW 1-2) reached R48.7 billion by December 2017.

RE generation plants are capital and intensive and technologically
advanced. 34 841 direct Job Years (39 537 FTEs) created for South
African citizens by December 2017, including people from communities
local to the IPP operations. Of these jobs 34 108 (88%) are during
construction and 4 667 in the operational phase of the projects.

The IPPPP: (i) Empowered South Africans, who own on
average 48% equity in all IPPs; (ii) Broadened Black
Economic Empowerment, as Black South Africans own, on
average, 31% of project equity (shareholding) in the
projects which have reached financial close (i.e. projects in
BW1 – BW3.5); and (iii) Secured 10% equity in IPPs for local
communities, who will receive R29.3 billion net income over
the life of the projects (20 years).

38 774 Total job years (43 999 FTEs) created by the programme to date of
which 40% is for the youth.

Performance data obtained from IPPPP Quarterly Report (October
to December 2017)
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What has been achieved?
Commitments to building local communities
•

•

•

An important focus of the IPPPP is to secure sustainable value for the country and enable local communities to benefit
directly from the investments attracted into the area. The REIPPPP led the way in establishing the first vehicle in the private
electricity supply industry that enabled, as mandatory, South African Entity Participation of 40%, black enterprise and
broad-based black participation in the form of ownership, economic and socio-economic benefits.
Of the IPP projects procured to date (under bid windows 1 to 4 and 20 small REIPPPP) projects, R56.2 billion would have
accrued to local communities comprised as follows:
– R29.2 billion dividend income from community ownership in projects;
– R20.6 billion in SED spend; and
– R6.4 billion through enterprise development expenditure by IPPs.

The financial flows to communities, particularly for community trusts, have been uneven and peaking in later years, but
assuming an even annual revenue distribution spread, this could be interpreted to represent around R1.46 billion from
community ownership revenues, R1.03 billion from SED and R320.0 million from enterprise development per annum for local
communities where the procured projects are located.
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What has been achieved?
Economic and socio-economic benefits to communities through contractual obligations to spend between 1% &
1.5% of the project revenue on socio-economic development and 0.6% on enterprise development
Socio-economic development (SED)1
(Rand billion)
Committed

2.2%
of committed revenue

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

1.2%
of achieved revenue

social welfare

Enterprise development (ED) 1
(Rand billion)
Committed

4.3%
health care
Actual at
Dec 2017

0.7%
of committed
revenue
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0.4%
of achieved
revenue

R 6.4 billion

R 166.3 million
1

education and skills development
21.1%

R 504.9 million

R 20.6 billion

39.7%

10.0%
general administration
24.9%
enterprise development

Performance data obtained from IPPPP Quarterly Report (Oct – Dec 2017)
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What has been achieved?
The REIPPPP represents the country’s most comprehensive strategy to date in achieving the
transition to a greener economy. It has catalysed large investments in manufacturing and indirect job
creation
Local content spend1
(Rand billion)
Committed

45%
of total project value

Actual at Dec
2017

50%
of total project value
realised to date

R 41.0 billion

R 67.1 billion

• Local content (South African manufactured products) minimum thresholds and targets
were set higher for each subsequent bid window.
• For a programme of this magnitude, with construction procurement spend alone
estimated at R75 billion, the result could be a substantial stimulus for establishing local
manufacturing capacity.
• REIPPPP has boosted local manufacturing to the extent that a small export industry has
started to develop with imports of solar photovoltaic and wind turbine components
progressively declining since 2012.
• A vibrant network of small businesses providing goods and services (e.g. transport
services, design, advisory) has developed along the value chain and supply chain.

The local content commitments for all procured projects amount to approximately R67.1 bn.

1
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Performance data obtained from IPPPP Quarterly Report (Oct to Dec 2017)
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,,,,,,,,REIPPP has been changing people’s lives in all Nine Provinces
Commitments for bid windows 1, 2, 3, 3.5,4, Small BW1 and Small BW2 as at 31 Dec 2017
R5.9 billion

R840 million

R174 million

7 693 jobs

228

280

megawatts
procured

megawatts
procured

R7.2 billion

R366 million

R615 million

3 121job years

R134.1 billion

118

R13 157 million

megawatts
procured

3 621
R18 348million

R284 million

R929 million

2 917 job years

Limpopo

3

68 041 job years

projects

Mpumalanga

6

606

Northern Cape

megawatts
procured

59
projects

R1 636 million

Western Cape

14

11 067 job years

1 509

projects

R1.5 billion

R196 million

R133 million

2 709 job years

R0.3 billion

R29 million

project

1

projects

30
megawatts
procured

2

Gauteng

North West

R14.4 billion

R1 109 million

R3.6 billion

megawatts
procured

project

Free State

4

KwaZulu Natal

13

1

megawatts
procured

projects

Eastern Cape

project

17

R26 million

projects

246 job years

17

megawatts
procured

megawatts
procured

Total project costs
Socio Economic
Development
Community trusts

R33.8 billion

R4 489 million

R7 434 million

18 137 job years

R1.1 billion

R78 million

R55 million

336 job years

Job creation
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What has been Achieved?
Western Cape share of IPP projects and activity

Procured (BW1 to 2S2)

14

projects

Active1

606 9

megawatts

projects

Operational2

453 9

megawatts

projects

452

megawatts

Note 1. IPPs that have reached financial close. Note 2. Operational capacity achieved has fallen 3 MW short of contracted capacity (1 316 MW).
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What has been Achieved?
Western Cape: BW1-4 signed projects –
ED, SED and Community Trust Distribution
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Eden DM projects in pipeline
(BW4 Expedited)
ED, SED and Community Trust Distribution

Districts and Municipalities have an important role in shaping the ED, SED &
Community Trust development activities to align with IDPs / development
priorities through active cooperation with IPPs on development plans and with
Community Trusts

Eden DM has huge potential for RE Projects:
Resource potential
Solar map for South Africa
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Wind Atlas of South Africa
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Eden DM has huge potential for RE Projects:
Resource potential
Biomass – Invasive species
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Eden DM has huge potential for RE Projects:
Resource potential
Biomass – Commercial forest
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Eden DM has huge potential for RE Projects:
Resource potential
Biogas / Landfill gas – Serviced solid waste

11 April 2018

18

Eden DM Grid Connection: New substation planned in George offers
potential for IPP integration
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Eden DM: Other opportunities
• Gas, Refinery – Petro SA
• RE or Gas Water Desalination
• Own Generation by Municipalities, Industry, Communities
– opportunities created by the Exemption Notice by the Minister of Energy 10 November
2017 in respect of exemption from licensing obligations under the Electricity Regulation
Act of 2006 to enable the rapid deployment of off-grid own use generation capacity of no
more than 1MW
– off-grid small-scale local community self-sufficiency secured through renewable energy
sources
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