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NATIONAL ENERGY REGULATOR OF SOUTH AFRICA 

 

 

In the matter regarding 

 

Concurrence with the ministerial determination on the procurement of 1000 MW 
from a range of energy source technologies from existing generation facilities 

 

By  

 

The Department of Mineral Resources and Energy (DMRE) 

 

 

DECISION 
 

Based on the available information and analysis conducted on the draft determination 

submitted by the Minister of Mineral Resources and Energy (‘the Minister’) in terms of 

section 34 of the Electricity Regulation Act, 2006 (Act No. 4 of 2006), at its meeting 

held on 14 December 2022, the Energy Regulator decided to not concur with the 

following: 

 

1. that new generation capacity is needed to be procured or purchased to 

contribute towards energy security and accordingly up to 1 000 megawatts 

(MW) should be generated from a range of energy source technologies from 

existing generation facilities (as defined in the Regulations), which represents 

the capacity allocated under the heading ‘Other Distributed Generation, Co-

Gen, Biomass, Landfill’, for the years 2023 and 2024, in Table 5 of the 

Integrated Resource Plan for Electricity 2019 – 2030 (published under 

Government Notice No. 1360 of 18 October 2019 in Government Gazette 

42784) (‘the IRP 2019’); 

 

2. the new generation capacity shall be established from excess energy generated 

from existing generation facilities of one or more independent power producers 

already connected to the grid or connected to a municipal or customer grid; 
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3. the electricity produced from the new generation capacity (‘the electricity’) shall 

be procured in accordance with Eskom Holdings SOC Ltd (‘Eskom’) Standard 

Offer Programme and shall entail: 

i. the procurement of the electricity from existing generation facilities at a price 

determined and published by Eskom, in consultation with NERSA; 

ii. the procurement of the electricity through one or more process(es): 

a) that a fair, equitable, transparent, competitive and cost-effective 

and/or in accordance with any exemptions and/or deviations granted 

by the relevant authorities; and 

b) the form of which shall be determined by Eskom; and 

iii. the conclusion of power purchase agreements (PPAs) in respect of the 

electricity, which PPAs will be for a period no longer than three (3) years 

from the date of signature of the PPAs; 

 

4. the electricity procured or bought shall target connection to the Grid as soon as 

reasonably possible in line with the timetable set out in Table 5 of the IRP 2019. 

Deviations from the timetable set out in Table 5 are permitted to the extent 

necessary, taking into account all relevant factors including prevailing energy 

security, risks and the time required for efficient procurement; and 

 

5.  the generation capacity must be procured and purchased by Eskom.     

 

 

 

 

 

  



3 
 

 

TABLE OF CONTENTS 

 

 

  



4 
 

DEFINITIONS  

In this Reasons for Decision (RfD) document, any word or expression to which a 
meaning has been assigned, shall have a meaning so assigned and, unless the 
context otherwise indicates. 

Buyer  

Means, in relation to a new 
generation capacity project, any 
organ of state designated by the 
Minister in terms of section 34(1)(c) 
and (d) of the Electricity Regulation 
Act, 2006 (Act No. 4 of 2006) (‘the 
Act’). In this regard, the buyer is 
Eskom. 

Baseload 

Means the generating facilities 
within a utility system that are 
operated to the greatest extent 
possible to maximise system 
mechanical and thermal efficiency 
and minimise system operating cost. 
A typical example is a coal power 
station.  

Biomass energy 

Refers to organic matter being used to 
provide heat, make liquid fuels, gas and 
generate electricity. Fuelwood is the 
largest source of biomass energy, 
generally derived from trees. However, 
fuelwood is used unsustainably when 
new trees are not planted to replace the 
ones that are used. Fuelwood derived in 
this way cannot be properly defined as 
renewable. Other types of biomass 
include plants, residues from agriculture 
or forestry, and organic components in 
municipal and industrial wastes. Landfill 
gas is considered to be a biomass 
source. 

Cogeneration 

In line with international practice, 
cogeneration (Co-Gen) means electricity 
generated from pulp and paper, sugar 
bagasse and projects based on mill 
waste from industrial process power. 
Waste products and fuels obtained as an 
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output from industrial processes are 
used as the primary source to generate 
electricity. 

Eskom 

Means Eskom Holdings Limited as 
contemplated in section 3(1) of the 
Eskom Conversion Act, 2001 (Act No.13 
of 2001). 

Government 
Means the Government of the Republic 
of South Africa. 

Independent Power Producer 

Means any person in which the 
Government or any organ of state does 
not hold a controlling ownership interest 
(whether directly or indirectly), which 
undertakes or intends to undertake the 
development of new generation pursuant 
to a determination made by the Minister 
in terms of section 34(1) of the Act. 

Landfill  

Means generation capacity that can 
be obtained from landfill gas (LFG). 
Anaerobic digestion for the 
production of biogas can occur 
naturally (landfill gas) or in a specific 
biogas plant.  

Minister Means the Minister of Mineral 
Resources and Energy. 

New generation capacity 

Means a project for the development 
of new generation capacity pursuant 
to a determination made by the 
Minister in terms of section 34 of the 
Act. 

Procurer 

Means the person designated by the 
Minister in terms of section 34 as 
being responsible for the 
preparation, management and 
implementation of the activities 
related to the procurement of new 
generation capacity under an IPP 
procurement programme, including 
the negotiation of the applicable 
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power purchase agreements. Such 
a person may or may not be a buyer. 

Standard Offer 

Standard offer means a demand 
programme available to a group of 
customers or customers generally on the 
same terms and without customisation. 
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ABBREVIATIONS AND ACRONYMS 
    BER Base Energy Rate 

    DMRE Department of Mineral Resources and 
Energy 

    DPE Department of Public Enterprises 

EIUG Energy Intensive User Group 

ESI Electricity Supply Industry 

FDI Foreign Direct Investment 

GDP Gross Domestic Product 

IRP Integrated Resource Plan 

IPP Independent Power Producer 

ISMO Independent System and Market Operator 

LNG  Liquid Natural Gas  

LPU Large Power User 

MES Minimum Emission Standard 

kW Kilowatt 

MW Megawatt  

    NERSA National Energy Regulator of South Africa 

    OCGT Open Cycle Gas Turbine 

PAJA Promotion of Administrative Justice Act 

PPA Power Purchase Agreement 

RCA Regulatory Clearing Account 

REIPPPP 
Renewable Energy Independent Power 
Producer Procurement Programme 

RfD Reasons for Decision 

RFI Request for Information 

RFP Request for Proposal 

RMIPPPP 
Risk Mitigation Independent Power 
Producer Procurement Programme 

STPPP Short-Term Power Purchase Programme 

TS Transmission System 

TNSP Transmission Network Service Provider 

UCLF Unplanned Capability Loss Factor 
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 INTRODUCTION  
 
1.1 The National Energy Regulator of South Africa (NERSA) is a regulatory 

authority established as a juristic person in terms of section 3 of the National 

Energy Regulator Act, 2004 (Act No. 40 of 2004) (‘the Act’). NERSA’s 

mandate includes regulation of the Electricity Supply Industry.  

 

1.2 According to section 34 of the Act, the Minister of Mineral Resources and 

Energy (‘the Minister’) may, in consultation with the Energy Regulator:  

a) determine that the new generation capacity is needed to ensure the 

continued uninterrupted supply of electricity; 

b) determine the types of energy sources from which electricity must be 

generated, and the percentages of electricity that must be generated 

from such sources; 

c) determine that the electricity thus produced may only be sold to the 

persons or in a manner set out in such notice; 

d) determine that electricity thus produced must be purchased by the 

persons set out in such notice; 

e) require that new generation capacity must- 

f) be established through a tendering procedure which is fair, equitable, 

transparent, competitive and cost-effective; 

g) Provide for private sector participation. 

 

  The Minister is considering closing the supply gap in the immediate term by 

adding capacity through the procurement of 1 000 megawatts (MW) from a 

range of energy source technologies from existing generation facilities (as 

defined in the Regulations), which represents the capacity allocated under the 

heading ‘Other Distributed Generation, Co-Gen, Biomass, Landfill’, for the years 

2023 and 2024, in Table 5 of the Integrated Resource Plan for Electricity 2019 –  

2030 (published under Government Notice No. 1360 of 18 October 2019 in 

Government Gazette 42784) (‘the IRP 2019’). 
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 LEGAL MANDATE 

 
2.1 NERSA Legal Mandate 

 

   Section 4(c) of the National Energy Regulator Act, 2004 (Act No. 40 of 2004) 

empowers the National Energy Regulator of South Africa (NERSA) with the 

responsibility to undertake the functions detailed in sections 3 and 4 of the 

Electricity Regulation Act, 2006 (Act No. 4 of 2006) (‘the Act’).  

 

  The Act sets out the powers and functions of NERSA. Section 34 of the Act 

locates the powers to initiate new generation capacity. NERSA does not have 

the powers to initiate the need for new generation capacity. However, the 

process to initiate new generation capacity cannot move forward without an 

approval by NERSA. The section re-emphasises the powers of NERSA as the 

custodian of the regulatory framework. It must also be noted that section 34 does 

not delegate the powers to NERSA similar to the section 4 mandate. 

 

   Section 34 designates the Minister as the authority who must generate the 

determination. The powers of the Minister are not without a proviso. The section 

goes further to demand that, in order to implement the determination decision, 

such exercise must be in consultation with NERSA. The ‘in consultation’ principle 

carries the power to the finalisation of the draft determination. 

 

   The Act does not expand on how NERSA should meet the dictates of section 

34. The silence of the section on how NERSA should address the dictates of 

section 34 is pivoted on the existing application of the ‘in consultation’ principle. 

In consultation demands that the concurrence of NERSA must be sought by the 

Minister before exercising a delegated power. This known legal principle has 

mandates to NERSA to process the determination.   

 

   The absence of concurrence by NERSA regarding the draft determination 

renders the proposition by the Minister unachievable. It is also clear that when 

NERSA concurs, consideration is on what has been provided in the draft 

determination and within the provisions of section 34 of the Act. 
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 In performing its mandated functions, NERSA is required to ensure that the 

following objects set out in section 2 of the Act are achieved:  

a) The efficient, effective, sustainable and orderly development and 

operation of electricity supply infrastructure in South Africa. 

b) The interests and needs of present and future electricity customers and 

end-users are safeguarded and met, having regard to the governance, 

efficiency, effectiveness and long-term sustainability of the electricity 

supply industry within the broader context of economic energy 

regulation in the Republic. 

c) Investment in the electricity supply industry is facilitated. 

d) Universal access to electricity is facilitated. 

e) The use of diverse energy sources and energy efficiency is promoted. 

f) Competitiveness and customer and end-user choice are promoted. 

 

  The objects of the Act define the outcomes that all actions and decisions 

undertaken by NERSA in respect of its functions seek to achieve. In concurring 

with the Minister’s section 34 determination, the determination is gauged in 

relation to how closely it aligns with the objects of the Act.  

 

  The process that NERSA has to undertake in concurring with the Minister’s 

determination must satisfy the dictates of section 10(g) of the National Energy 

Regulator Act, 2004 (Act No. 40 of 2004) and the provisions of the Promotion of 

Administrative Justice Act, 2000 (Act No. 3 of 2000) (PAJA), rendering the 

decision-making process lawful. 

  

 BACKGROUND   
 

3.1 Standard Offer Purchase Programme (SOPP)  
 

  Due to a constrained grid and Eskom’s ageing and unreliable coal-fired power 

stations, load-shedding has increased rapidly in South Africa. The need for 

additional generation capacity to alleviate constrained resources is needed 

because, in reality, the country typically faces three types of power crises, i.e. 
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1) Energy shortage: as a result of a mismatch between energy supplied and 

energy demand. This results in energy shortages which can be surmounted 

by load-shedding.  

2) Capacity shortage: a situation in which the system is physically unable to 

supply part of the demand during peak hours, but can still supply energy 

needs in off-peak hours. The system is said to be ‘capacity constrained’ 

since the total generation capacity (MW) available at any particular moment 

is insufficient to meet peak demand needs. Interruptible loads and different 

stages of load-shedding are usually a way to deal with capacity shortages. 

3) Combination of energy-and-capacity shortage: This situation combines 

both problems. This situation may happen, for example, when hydro 

reservoirs are over depleted and turbines are forced to operate at very low 

levels of efficiency due to loss of head. If the reduction of hydro capacity 

cannot be offset by existing thermal generation reserves in terms of ancillary 

service, the system becomes both energy and capacity constrained.    

 
  The system problems indicated above can be alleviated by procuring or 

purchasing new generation capacity from a range of energy technologies from 

existing generation facilities (as defined in the Regulations). Hence, the Minister 

has determined to procure 1 000 MW from IPPs already connected to the grid 

or connected to a municipal or customer grid. This new generation capacity 

shall be procured in accordance with Eskom’s Standard Offer Programme as 

discussed below.  

 

 Standard Offer Purchase Programme (SOPP)  
 

3.2.1   Standard offer means a Demand Program available to a group of customers or 

customers generally on the same terms and without customization. In this case 

the Standard offer mechanism will be used by Eskom for acquiring generation 

capacity from existing generation facilities. 

 

3.2.2   Eskom’s CEO listed the standard offer among several short-term interventions 

that should be enabled immediately to ease pressure on the country’s load 

shedding-prone grid. He said that the mechanism had been approved by the 

Eskom board in August 2022 and that, once authorised by 
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government and the Regulator, it would enable Eskom to issue a request for 

bids from private generators to sell electricity to the grid under three-year 

contracts. 

 
   The aim of the program is to increase energy contribution towards energy 

security.  The government through this power purchase program, requires the 

Energy Regulator’s concurrence to give Eskom permission to procure excess 

energy from existing IPPs and to allow Eskom to buy that energy. This is a 

request that Eskom made to government as far back as January 2022. 

 

  On 16 August 2022, NERSA received a letter with a section 34 determination 

from the Department of Mineral Resources and Energy (DMRE), requesting 

NERSA to confirm concurrence with the section 34 determination for the 

procurement of 1000MW from existing generation facilities (as defined in the 

Regulations), which represents the capacity allocated under the heading “Other 

Distributed Generation, Co-Gen, Biomass, Landfill”, for the years “2023” and 

“2024”, in Table 5 of the Integrated Resource Plan for Electricity 2019-2030 

(published under Government Notice No. 1360 of 18 October 2019 in 

Government Gazette 42784) (“the IRP 2019”). 

 
  According to the determination being concurred to, the procurement programme 

shall target connection to the Grid for the new generation capacity as soon as 

reasonably possible in line with the timetable set out in Table 5 of the IRP 2019.  

Table 11 below indicates the technologies and capacities to be concurred to 

from the years 2023 – 2024 from other Distributed Generation: Co-Gen, 

Biomass and Landfill.    

 

   Currently, the overriding priority of government is to add as much new 

generation capacity to the grid as possible, as quickly as possible which 

requires the removal of barriers to investment in new generation capacity and 

unlocking energy from many different sources – including Eskom, independent 

private power producers (IPPs), businesses and households – as part of a 

collective, national effort.  The determination is detailed below and attached 

hereto as Annexure A. 
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         Table 1: Table 5 from IRP 2019  

 

 

 
DETERMINATION UNDER SECTION 34(1) OF THE ELECTRICITY REGULATION 

ACT, 2006 (ACT NO. 4 OF 2006) 

 

1. that new generation capacity is needed to be procured or purchased to 

contribute towards energy security and accordingly up to 1000 megawatts 

(“MW”) should be generated from a range of energy source technologies 

from existing generation facilities (as defined in the Regulations), which 

represents the capacity allocated under the heading “Other Distributed 

Generation, Co-Gen, Biomass, Landfill”, for the years “2023” and “2024”, in 

Table 5 of the Integrated Resource Plan for Electricity 2019-2030 (published 

under Government Notice No. 1360 of 18 October 2019 in Government 

Gazette 42784) (“the IRP 2019”); 

 

                                                           
1 IRP 2019 page 47 



14 
 

2. the new generation capacity shall be established from excess energy 

generated from existing generation facilities of one or more independent 

power producers already connected to the grid or connected to a municipal 

or customer grid; 

 

3. the electricity produced from the new generation capacity (“the electricity”) 

shall be procured in accordance with Eskom Holdings SOC Ltd (“Eskom”) 

Standard Offer Programme and shall entail: 

iv. the procurement of the electricity from existing generation facilities at a price 

determined and published by Eskom, in consultation with NERSA; 

v. the procurement of the electricity through one or more process(es): 

c) that a fair, equitable, transparent, competitive and cost-effective 

and/or in accordance with any exemptions and/or deviations granted 

by the relevant authorities; and 

d) the form of which shall be determined by Eskom; and 

vi. the conclusion of power purchase agreements (“PPAs”) in respect of the 

electricity, which PPAs will be for a period no longer than three (3) years 

from the date of signature of the PPAs; 

 

4. the electricity procured or bought shall target connection to the Grid as soon 

as reasonably possible in line with the timetable set out in Table 5 of the IRP 

2019. Deviations from the timetable set out in Table 5 are permitted to the 

extent necessary, taking into account all relevant factors including prevailing 

energy security, risks and the time required for efficient procurement; and 

 

5.  the generation capacity must be procured and purchased by Eskom.     
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 THE NERSA DECISION-MAKING PROCESS 
 

4.1 Process followed by NERSA to reach the decision  
 

   NERSA received the request to concur with the section 34 determination on 16 

August 2022, for the procurement of 1000 megawatts (“MW”) from a range of 

energy source technologies from existing generation facilities (as defined in the 

Regulations), which represents the capacity allocated under the heading “Other 

Distributed Generation, Co-Gen, Biomass, Landfill”, for the years “2023” and 

“2024”, in Table 5 of the Integrated Resource Plan for Electricity 2019-2030 

(published under Government Notice No. 1360 of 18 October 2019 in 

Government Gazette 42784) (“the IRP 2019”); 

 
   On 25 August 2022, NERSA’s Electricity Subcommittee (ELS) approved the 

NERSA Consultation Paper on the proposed procurement for the new 

generation capacity. 

 

   On 26 August 2022, NERSA published the consultation paper, requesting 

stakeholders to submit written comments to enable NERSA to appropriately 

apply its regulatory reviews and decision making prior to concurrence with the 

Minister.  

 

   The closing date for the submission of comments was 16 September 2022. 

 

   NERSA received six substantive comments from stakeholders which were both 

supportive of the determination by the minister.  

 STAKEHOLDER COMMENTS 
 

 Comments received from stakeholders 
 

   NERSA received six substantive comments from stakeholders which were 

supportive of the determination from the minister. The comments were taken 

into consideration during the consideration of the determination and are also 

recognised in this Reasons for Decision (RfD) document. The written 

comments, as well as NERSA’s detailed analysis thereof, is attached as 

ANNEXURE B.   
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  Below is a list of all stakeholders who submitted written comments: 

1. Business Unity South Africa (BUSA) 
2. Energy Intensive Users Group (EIUG)  
3. Minerals Council South Africa  
4. Paper Manufacturers Association of South Africa (PAMSA) 
5. South African Independent Power Producers Association (SAIPPA) 
6. SASOL 

 

Summary of Stakeholder comments 
 

5.1.3 Overall, stakeholders supported the ministerial determination for the 

procurement of 1000MW new generation capacity from a range of energy 

source technologies from existing generation facilities (as defined in the 

Regulations), which represents the capacity allocated under the heading “Other 

Distributed Generation: Co-Gen, Biomass and Landfill”. The stakeholders 

responded as follows: 

 

   BUSA supported the proposed ministerial determination but recognises the fact 

that the allocation of 2 years of the IRP 2019 plan to this Ministerial 

Determination is too limited. Typically, these “Other” technologies will take 2 

years to COD from a financial close, so a 4-year allocation would be more 

appropriate.  

 
   EUIG also supports the determination but also pointed out the fact that given 

that this capacity determination is for three years, building new capacity for a 

three-year contract seem rather risky and unrealistic. However, any party 

prepared to take such risk should be allowed to participate and not limited to 

IPPs only. 

 
   The Minerals Council of South Africa commented that Biomass is water 

intensive. For a water-scarce country biomass requires much more water even 

when compared to the electrolysis process used in the producing hydrogen from 

water. It further stated that the major challenge with biomass and landfill is going 

to be the feedstock. This brings to question issues of sustainability. 
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   The Paper Manufacturers Association of South Africa (PAMSA) supports the 

ministerial determination but pointed out the fact that Eskom should follow the 

practices and procedures it did for previous rounds of the Short-term Power 

Purchase Programme (STPPP) and the Wholesale Electricity Pricing System 

(WEPS). It further stated that the procurement by Eskom of short term energy 

should not be the subject matter of a Ministerial determination or NERSA’s 

concurrence.  

 
   SAIPPA supported the ministerial determination but pointed out that using the 

Eskom Standard Offer platform, is again fatally flawed for any investment in 

“Other” technologies, as envisaged in the IRP 2019. The huge cogeneration 

potential for stimulating and enhancing South African industrial and commercial 

base will again be squandered. 

 
 Sasol supported the ministerial determination stating that generation capacity 

from landfill gas is “low hanging fruit” in terms of supporting environmental 

challenges and should be prioritised. This generation capacity will also have an 

overall positive impact on energy security and the environment as South Africa 

is challenged with the impact of greenhouse gas (GHG) reduction emanating 

from of landfills. 

       

  Overall, all stakeholders agreed that the determined capacity is required but 

also emphasised the need to ensure that the programme is priced correctly and 

that the contracts are for adequate periods of time to attract participants or 

investment into this programme.  
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  DEMAND AND SUPPLY SIDE ANALYSIS 
 

6.1 Analysis of Supply and Demand in South Africa 
  

  South Africa has been suffering from capacity shortages since 2008 as the 

Energy Availability Factor (EAF) of the coal fleet is steadily decreasing. For the 

2019/20 Financial Year (FY), the IRP 2019 assumed an EAF of 71.5%. For the 

2021/22 FY, it was assumed that the EAF would rise to 72.5% and in 2022/23, 

it was assumed that the EAF would rise to 73.5%. 

 

   However, in reality, in 2019/20 FY, the fleet only achieved an EAF of 67% 

against a target of 71.5%. The Year to Date EAF for 2021/22 FY has decreased 

to 62% against a target of 72.5%. This has resulted in unmet demand. The 

shortages have been exacerbated partly by the poor performance of the two 

new coal-fired megaprojects i.e., Medupi and Kusile.  

 

   The last unit at Kusile Power Station is expected to reach commercial operation 

in FY 2022/23. The second megaproject, Medupi Power Station – of which all 

six 800 MW units are already online - recently experienced a setback when unit 

4 Generator exploded after the unit was completed, removing an additional 

800MW from the grid.  

 

   South Africa is planning to close its capacity shortage gap by procuring 

approximately 14 GW of new capacity by 2030 as per the Integrated Resource 

Plan (IRP 2019). The first part of that capacity is being procured under the Risk 

Mitigation Independent Power Producer Procurement Programme (RMIPPPP), 

which seeks to obtain 2 GW of firm capacity based on an auction process, with 

the aim of going online by the end of 2022. 

 

  The preferred bidders for the RMIPPP program were announced in March 2021. 

More than half of the allocated capacity (1.15 GW) will come from three Liquid 

Natural Gas (LNG) power ships at different locations on the coastline. However, 

this increase in gas generation in the supply mix will depend on the successful 

rollout of the LNG infrastructure. 
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   In addition, several renewable plants from Bid Window 5 of the Renewable 

Energy Independent Power Producer Procurement Programme (REIPPPP), in 

2018 came online in late 2020 and early 2021, while further projects from this 

bid window are expected to come online until 2022. 

 

   Despite the new capacity, the fortunes of the South African power system have 

not improved, with significant load shedding occurring in the second half of 2022 

and continuing to-date. This has also resulted in the increased use of gas 

turbines which are burning diesel and Eskom is asking for an additional R16.9 

billion from NERSA in its current MYPD 5 application and has also requested 

NERSA for an increase in the allowable OCGT load factor from 6% to 12%.  

 
  To meet the unmet demand, two options are available to Eskom. The first option 

is to increase the use of Open Cycle Gas Turbines (OCGTs), which have proved 

to be capable but expensive. The second option is to contract existing capacity 

from the private sector through the proposed ministerial determination for an 

additional 1000 MW from existing energy sources.   

 

   The Eskom Standard Offer capacity purchase programme aims to bridge the 

capacity shortage gap until the RMIPPP capacity comes online. The capacity 

of 1000 MW would mainly assist to reduce load shedding and reduce the usage 

of expensive OCGTs. Currently, demand exceeds supply by at least 4000 MW 

to 6000 MW in South Africa. 

 

 Electricity demand is forecasted to remain below 2019 levels up to 2023 on 

account of stifled demand as certain sectors struggle to operate in the current 

climate of electricity shortages. This lower demand is a window of opportunity 

to close the 6000 MW capacity gap. However, the power shortages are 

expected to continue until new generation comes online in 2022 at the earliest 

and more likely in 2023, under the RMIPPPP program. 
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 Industrial stakeholders/customers have indicated that the unreliable electricity 

supply from Eskom has had a devastating impact on their competitiveness 

resulting in the closure of a number of plants in the last decade. Given the high 

levels of unemployment in South Africa, the situation of unreliable supply should 

therefore not be allowed to continue. 

 

 There has been more load shedding in 2022 than there was in 2021 and 

preceding years. The proposed capacity of 1000 MW from the Eskom Standard 

Offer purchase (SOP) programme, will contribute towards reducing the risk of 

load shedding and reduce diesel generator usage. 

 

 Furthermore, the capacity of 1000 MW will also be a useful lever to restore 

system adequacy and improve security of supply while effort is being made to 

improve Eskom’s coal plant EAF and bridge the gap whilst waiting for the Risk 

Mitigation Independent Power Purchase Programme (RMIPPP) capacity of 

2000 MW to come online around 2023. 

 

System needs analysis  
 

6.1.14 When there is low demand, the energy produced by Independent Power 

Producers (IPP) is often curtailed to balance supply and demand and to control 

the system frequency. During periods of high demand, Eskom’s generation fleet 

is dispatched on a least cost basis. For Eskom’s generation fleet, the least cost 

generation is nuclear and coal technologies. The most expensive plants are the 

OCGTs.  

 
6.1.15 The baseload from the Standard Offer Programme will be dispatched when 

there is a system need to balance supply and demand. The need may arise due 

to inadequate generation from normal IPPs and/or if Eskom’s coal fired power 

station’s EAF is low due to high Unplanned Capability Loss Factors (UCLF).  

 
6.1.16 This will assist Eskom to reduce its dependence on the expensive use of 

OCGTs. The overall effect of the 1000 MW from the programme is that it will 

assist with balancing supply and demand and reduce Eskom’s operating costs. 

The effect will be improved grid stability and improved efficiency.   
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Stakeholder comments on the sufficiency of the capacity to be procured under the 
Eskom Standard Offer Program (SOP) 
 

 A majority of Stakeholders were of the view that the capacity is not sufficient. 

They also pointed out the fact that sufficiency would depend on i) the 

decommissioning programme of existing coal capacity and ii) capacity added from 

other technologies. As a standalone, this capacity of 1000 MW would have minimal 

impact. Stakeholders further stated that South Africa is currently in need of at least 

6000 MW additional dispatchable capacity, which will grow rapidly as coal capacity 

is retired.  

 

 Other Stakeholders, however, said that the capacity that has been determined 

is sufficient to meet demand as identified in the IRP 2019 and that an updated 

IRP will indicate if the country needs to add more generation capacity.  

 

NERSA analysis of the Stakeholder comment  
  

6.4.19 The stakeholder comments are noted, however; the capacity of 1000 MW is 

what is estimated to be currently available on the market. When more capacity 

becomes available, further Standard Offer programmes may be initiated in the 

future to add on the capacity of 1000 MW.   

 COST RECOVERY MECHANISM  
 

7.1 Costs and the tariff Impact  
 

   The purpose of the cost analysis is to ensure that only prudently incurred costs 

are recovered by Eskom to guarantee the principle of cost reflectivity and a 

reasonable return. This will ensure minimum impact on overall electricity tariffs 

and transparency resulting in least impact on end users.  

 

   In order to incentivise the market to participate in the short contracts (3-years), 

and to ensure a reasonable return, a higher tariff may be warranted, especially 

owing to the fact that the capacity is small and that it would not have a significant 

impact on the blended weighted average tariff. 
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  Stakeholders were requested to provide inputs on the cost that will be 

associated with the new allocated generation capacity in line with the mandate 

to ensure long-term sustainability of the electricity supply industry (ESI) as well 

as affordability of electricity.  

 

Stakeholder comments on the cost and financial impact of the new generation 
capacity 

 

   Stakeholders proposed that the tariff should be market-related. Other 

stakeholders purported that the costs to be recovered should be dependent on 

the technology used for generation, further stating that, if this is from an existing 

installation, for the seller the real cost is marginal costs of production. This can 

be compared to benchmarks or Eskom’s own cost of production on the specific 

equivalent technology which ideally will be higher than the seller’s marginal cost 

to determine a suitable tariff. However, ideally at maximum this should not be 

more than the prevailing overall average tariff as approved by NERSA.  

 

  A stakeholder also pointed out the fact that if the price is perceived by business 

to be too low, then there will be no participants in the programme and the object 

of the exercise will have been defeated (namely, to get power onto the grid 

urgently). Lastly stakeholders raised the fact that the ERA make provision for 

generators to make a “reasonable return” but noted that this will not be possible 

given the proposed Standard Offer Purchase tariff arrangements. 

 
NERSA analysis of stakeholder comments  
 

 Eskom has proposed to recover the costs associated with this Standard Offer 

Purchase programme through the Regulatory Clearing Account (RCA) facility.  

This is slightly different to the previous Short-term Power Purchase Programme 

where Eskom applied to NERSA to recover the costs through the normal MYPD 

4 application for its revenue requirements. It is also indeed highly unusual as 

stated by one stakeholder, for an entity to set the price for its competitors. If a 

very low tariff is set to remunerate the energy supplier, this would amount to an 

orchestrated barrier to entry. Therefore, to ensure that there is fairness, NERSA 

will ensure that the price offered is not arbitrary, by ensuring that the price is at 

least market-related as alluded to by the stakeholder above. 
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 Socio-economic impact of RE energy and Storage plants 
 

8.1 Stakeholder Comments on Socio-economic Impact 

 
   Stakeholders commented that the generation capacity will support the 

challenged grid and impacts SA’s economic development. For the second 

quarter of 2022, South Africa’s Gross Domestic Product (GDP) decreased by 

0.7% where load shedding was one of the contributors to the decline. They 

further stated that landfill gas generation also has potential for employment 

where the surrounding community will be educated in landfill conservation and 

waste management principles. 

 
NERSA Analysis on Socio-economic Impact 

 

   NERSA agrees with stakeholders that the capacity from Cogen, Landfill and 

Biomass technologies can achieve socio-economic objectives (even though 

they tend to create a low number of jobs compared to fossil fuels like coal). 

These include: 

I. use of local content through, inter alia, increased local 

manufacturing; 

II. fostering rural development and involving communities; 

III. enterprise development through the promotion of small 

businesses packages for new entrants; and 

IV. socio-economic development and participation by 

historically disadvantaged citizens and marginalised 

regions in the  mainstream of the industry economy. 
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 GENERATOR  
 

9.1 DMRE Generator Proposal  
 

 The Section 34 determination states that the new generation capacity shall be 

established from excess energy generated from existing generation facilities of 

one or more independent power producers already connected to the grid or 

connected to a municipal or customer grid.  

 

Stakeholder comments on the chosen Generator 

 
  Stakeholders stated that the chosen generator is appropriate for two reasons:  

• Likely to be more efficient than SOEs  

• Construction costs not funded by the fiscus  

 
  They further stated that the criticism of higher costs due to the profit motive is 

unfounded. Whilst the profit motive is valid, this has been proven to be offset by 

efficiency gains that result in a lower total cost. Stakeholders also advised that 

NERSA needs to consider the dispatch schedule and the pricing methodology 

to ensure that IPPs do not assume undue risk – as this would add to overall 

costs. 

 
NERSA Analysis of Chosen Generator  

 

9.1.4   Due to the fact that Eskom could not provide the needed capacity, the section 

34 determination requires that the electricity capacity should be generated or 

built by IPPs. Since the capacity is needed urgently, the SOP program had to 

procure power from existing projects that can be enabled through short-term 

contracts.  

 

9.1.5 The preferred bidder will most likely be existing facilities, which are already 

producing electricity and are in a position to make incremental (unutilised) 

capacity available under this programme.  
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9.1.6 Due to the fact that the capacity is needed urgently, NERSA agrees with the     

chosen IPP generators. Furthermore, since the capacity is contracted for a short 

period, it makes sense to utilise existing capacity. NERSA is currently reviewing 

its pricing methodology and dispatch schedule which would address the 

concerns raised by stakeholders above.  

 BUYER 
 

10.1 DMRE buyer proposal  
 

 The section 34 determination states that the generation capacity must be 

procured and purchased by Eskom.     

 

Stakeholder Comments on the proposed buyer 
 

 Stakeholders stated that Eskom is not an appropriate buyer in its current form 

but would be appropriate once it has been unbundled and there is an 

Independent Transmission System and Market Operator (ITSMO). 

Stakeholders further stated that Eskom being the chosen buyer goes against 

the principles of liberalising the electricity industry.  

 
NERSA buyer analysis   

 

10.1.3 NERSA agrees with the minister on Eskom Holdings (SOC) Limited or any entity 

determined through Eskom’s unbundling process as the future buyer of the 

electricity. According to the Act, the powers to determine the buyer belong to 

the Minister. The determination of the buyer is therefore a policy issue that is in 

the hands of the DPE and the DMRE.  

 

10.1.4 However, the Energy Regulator will use its rules and other Regulatory 

instruments to ensure that only efficiently incurred costs of the project are 

passed on to end-users.  

 THE PROCURER 
 

11.1 DMRE proposed procurer 
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 The section 34 determination states that the electricity produced from the new 

generation capacity (“the electricity”) shall be procured in accordance with 

Eskom Holdings SOC Ltd (“Eskom”) Standard Offer Programme and shall 

entail: 

 
a) the procurement of the electricity from existing generation facilities at a 

price determined and published by Eskom, in consultation with NERSA; 

b) the procurement of the electricity through one or more process(es): 

a. that are fair, equitable, transparent, competitive and cost-effective 

and/or in accordance with any exemptions and/or deviations 

granted by the relevant authorities; and 

b. the form of which shall be determined by Eskom; and 

c) the conclusion of power purchase agreements (“PPAs”) in respect of the 

electricity, which PPAs will be for a period no longer than three (3) years 

from the date of signature of the PPAs.  

Stakeholder comment on the chosen procurer  
 

11.1.2   Stakeholders were of the opinion that the contract period of 3 years is way too 

short, as this will not attract investment. PPAs should generally be for periods 

in excess of 15 years but could arguably be shorter for co-gen capacity as the 

investment should be less than new capacity. However, another stakeholder 

stated that the 3-year period is sufficient and contracts should only be extended 

based on the performance of the individual IPP.  
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  Another stakeholder stated that Eskom should follow the practices and 

procedures it did for previous rounds of the Short-term Power Purchase 

Programme (STPPP) and the Wholesale Electricity Pricing System (WEPS) 

agreements. The procurement by Eskom of short term energy should not be 

the subject matter of a Ministerial determination or NERSA’s concurrence. 

   

NERSA analysis of the chosen procurer 
 

11.1.4 NERSA disagrees with stakeholders that alluded to the fact that the 3-year 

period may be short. This capacity should be viewed as temporary, expensive 

but necessary capacity to curb load shedding and to minimise the usage of more 

expensive Open Cycle Gas Turbines (OCGTs). Thus when other new 

generation capacity is available, these short-term contracts will no longer be 

needed. Other matters like what processes Eskom should follow to procure the 

new capacity from private generators, are policy issues which the minister 

determines through internal processes.  
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 ECONOMIC ASSESSMENT  
 

12.1 Impact of the Standard offer Programme on the economy 
 

12.1.1 A high-level economic assessment was done to assess the programme’s 

impact on the economy and the Gross Domestic Product (GDP). The study 

showed that due to the small amount of 1000 MW that Eskom plans to purchase 

through this programme, there would be a minimal but a positive impact on the 

economy due to the fact that less OCGT peaking generators will be utilised by 

Eskom and that the programme will reduce load shedding. 

 
12.1.2   The programme will therefore have an overall positive spinoff on the economy 

of South Africa and could result in improved GDP. The increase in the GDP 

could result in many positive possibilities including the creation of jobs and 

improved socio-economic status. 

 BENCHMARKING 
 

13.1 Benchmark studies  

 
 A benchmark study was performed that investigated global trends while 

considering the fact that South Africa needs South African solutions that will 

create an enabling environment for the Electricity Supply Industry (ESI) and 

ensure that electricity prices remain affordable to end-users.  

 
13.1.2 The benchmark study showed that the SOP program is in line with what other 

electricity producers do in other countries to bridge capacity gaps on the short 

term. For example, in Europe rising gas and electricity prices have opened up 

new opportunities for short-term power purchase agreements (STPPAs) in the 

Italian and European renewable energy markets.   

 
13.1.3 The shorter-term deals are closed primarily by independent power producers in 

Italy and the rest of Europe amid the current power price volatility. In future, 

when more IPPs are on the grid in South Africa, the country may see a number 

of STPPAs or short-term bilateral contracts to bridge capacity gaps while 

waiting for more permanent new capacity. 
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 CONCLUSIONS  
 

14.1 NERSA conclusion on the determination 
 

 On the conspectus of the facts and evidence presented to the Energy Regulator 

as well as NERSA internal analysis, NERSA does not concur with the following: 

 
1. that new generation capacity is needed to be procured or purchased to 

contribute towards energy security and accordingly up to 1000 megawatts 

(“MW”) should be generated from a range of energy source technologies from 

existing generation facilities (as defined in the Regulations), which represents 

the capacity allocated under the heading “Other Distributed Generation, Co-

Gen, Biomass, Landfill”, for the years “2023” and “2024”, in Table 5 of the 

Integrated Resource Plan for Electricity 2019-2030 (published under 

Government Notice No. 1360 of 18 October 2019 in Government Gazette 

42784) (“the IRP 2019”); 

 

2. the new generation capacity shall be established from excess energy generated 

from existing generation facilities of one or more independent power producers 

already connected to the grid or connected to a municipal or customer grid; 

 

3. the electricity produced from the new generation capacity (“the electricity”) shall 

be procured in accordance with Eskom Holdings SOC Ltd (“Eskom”) Standard 

Offer Programme and shall entail: 

a) the procurement of the electricity from existing generation facilities at a price 

determined and published by Eskom, in consultation with NERSA; 

b) the procurement of the electricity through one or more process(es): 

i. that a fair, equitable, transparent, competitive and cost-effective 

and/or in accordance with any exemptions and/or deviations granted 

by the relevant authorities; and 

ii. the form of which shall be determined by Eskom; and 

c) the conclusion of power purchase agreements (“PPAs”) in respect of the 

electricity, which PPAs will be for a period no longer than three (3) years 

from the date of signature of the PPAs; 
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4. the electricity procured or bought shall target connection to the Grid as soon as 

reasonably possible in line with the timetable set out in Table 5 of the IRP 2019. 

Deviations from the timetable set out in Table 5 are permitted to the extent 

necessary, taking into account all relevant factors including prevailing energy 

security, risks and the time required for efficient procurement; and 

 

5.  the generation capacity must be procured and purchased by Eskom.     

 

14.2 Recommendation  

 
14.2.1   It is recommended that this determination should not follow the section 34 

route but rather that Eskom should apply to NERSA through the Short-term 

Power Purchase Programme (STPPP) route and be approved by NERSA in 

its MYPD application.  
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DETERMINATION UNDER SECTION 34(1) OF THE ELECTRICITY REGULATION ACT, 2006 (ACT NO. 4 OF 
2006): STANDARD OFFER BY ESKOM 

The Minister of Mineral Resources and Energy (“the Minister”), in consultation with the National 
Energy Regulator of South Africa (“NERSA”), acting under section 34(1) of the Electricity 
Regulation Act, 2006 (Act No. 4 of 2006) (as amended) (“the ERA”) and the Electricity 
Regulations on New Generation Capacity (published as GNR. 399 in Government Gazette No. 
34262 dated 04 May 2011, as amended) (“the Regulations”), has determined as follows:  

 
1. that new generation capacity is needed to be procured or purchased to contribute 

towards energy security and accordingly up to 1000 megawatts (“MW”) should be 
generated from a range of energy source technologies from existing generation 
facilities (as defined in the Regulations), which represents the capacity allocated 
under the heading “Other Distributed Generation, Co-Gen, Biomass, Landfill”, for 
the years “2023” and “2024”, in Table 5 of the Integrated Resource Plan for 
Electricity 2019-2030 (published under Government Notice No. 1360 of 18 October 
2019 in Government Gazette 42784) (“the IRP 2019”); 

 
2. the new generation capacity shall be established from excess energy generated 

from existing generation facilities of one or more independent power producers 
already connected to the grid or connected to a municipal or customer grid; 

 
3. the electricity produced from the new generation capacity (“the electricity”) shall be 

procured in accordance with Eskom Holdings SOC Ltd (“Eskom”) Standard Offer 
Programme and shall entail: 
a) the procurement of the electricity from existing generation facilities at a price 

determined and published by Eskom, in consultation with NERSA; 
b) the procurement of the electricity through one or more process(es): 

i. that a fair, equitable, transparent, competitive and cost-effective 
and/or in accordance with any exemptions and/or deviations 
granted by the relevant authorities; and 

ii. the form of which shall be determined by Eskom; and 
c) the conclusion of power purchase agreements (“PPAs”) in respect of the 

electricity, which PPAs will be for a period no longer than three (3) years from 
the date of signature of the PPAs; 

 
4. the electricity procured or bought shall target connection to the Grid as soon as 

reasonably possible in line with the timetable set out in Table 5 of the IRP 2019. 
Deviations from the timetable set out in Table 5 are permitted to the extent 
necessary, taking into account all relevant factors including prevailing energy 
security, risks and the time required for efficient procurement; and 

 
5.  the generation capacity must be procured and purchased by Eskom.     

 

 

 

 



32 
 

 ANNEXURE B: SUMMARY OF STAKEHOLDER COMMENTS [Standard Offer] 
 

   1. BUSA 

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

 It is insufficient. This would depend on  
i. decommissioning of existing coal 

capacity; and 
ii. capacity added from other 

technologies.  
 As a standalone, it would have minimal 

impact. In total, we believe that SA is 
currently 6,000MW short of the required 
dispatchable capacity, which will grow 
rapidly as coal capacity is retired. 

 

1.2. What do you think should be the dominant 
energy source of technology in this allocation? 

Should be a mix 
 Coal to be phased out as plants reach the 

end of life 
 New capacity primarily in the form of 

renewables (wind and PV, to provide a 
balance), supported by battery storage and 
gas as baseload 

 Nuclear only if the fiscus can afford it  
 Those allowed for in the IRP 2019 Table 5 

“other” column. 

NERSA agrees  with the stakeholder and 
particularly does not believe that there should 
be any dominant energy source but rather an 
energy mix that ensures: 

 security of supply; 
 optimises the uptake of renewables given 

their intermittent nature;  
 that ensure system adequacy; 
 results in reasonable energy prices, i.e., 

least cost option.   
1.3. Should this range of energy source 
technologies be dispatchable? 

 There needs to be sufficient baseload.  
 Renewables should be supported by 

sufficient battery storage capacity to 
have a significant dispatchable 
capacity.  

 However, not all renewable capacity 
would need battery storage 

NERSA agrees with the stakeholder that there 
needs to be a balance between dispatchable and 
non-dispatchable generation sources. Non-
dispatchable sources such as renewables are 
cheaper but due to their intermittency, they need 
to be backed by dispatchable flexible sources 
such as battery storage and gas.  
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1.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 

 As soon as practically possible Due to the current capacity shortfall of between 
4000MW to 6000MW, the capacity should 
certainly be made available as soon as 
practically possible in order to reduce load 
shedding and wean the system from over-
dependence on expensive OCGTs.   

2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 

                QUESTIONS STAKEHOLDER COMMENT         NERSA COMMENT 

2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price Determination 
Methodology (MYPD) and Section 14 of 
NERSA’s CRM Rules, if not, please propose the 
most suitable cost recovery mechanism that 
would ensure that electricity remains 
affordable? 

 PPAs should provide for a fixed fee/tariff for 
available energy and an additional fee for 
energy dispatched over a lengthy period 
[15 years+], adjusted for inflation  

 The majority of the risks would therefore be 
transferred to the IPP, albeit that provision 
may need to be made for input price shocks  

 This cost would then be passed on to the 
consumer as per the existing MYPD but 
would be predictable on the basis of the 
PPA. 

  

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

 No Response Provided  

2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

 Security of supply would support/augment 
procurement from other sources. In itself, 
not a major contributor  

  Affordability: Likely to be significantly 
more expensive than coal but cheaper 
than OCGT capacity. [On balance, likely 
to add marginally to the overall cost per 
KWh]  

 Equity: Underpinned by the terms of 
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PPAs whereby IPP will earn income on all 
available capacity, whether it is 
dispatched. 

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

 Appropriate in a world where Eskom is 
separated.  

 Not appropriate for Eskom Generation to 
have visibility on the PPA, as it is 
conflicted. 

 

3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

 Could be made available to any distributor 
or customer (via wheeling arrangements) 

 

3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

Appropriate for two reasons:  
 Likely to be more efficient than SOEs.  
 Construction costs not funded by the 

fiscus.  
 The criticism of higher costs due to the 

profit motive is unfounded. Whilst the profit 
motive is valid, this has been proven to be 
offset by efficiency gains that result in a 
lower total cost.  

 NERSA needs to consider the dispatch 
schedule and the pricing methodology to 
ensure that IPPs do not assume undue risk 
– as this would add to overall costs 

Since the program will be facilitated through 
short term contracts of 3 years, it is ideal to 
obtain the capacity from IPPs that ideally have 
surplus capacity that they wish to sell back to 
the system. Therefore, NERSA agrees with the 
stakeholder that IPPs are the appropriate 
developers of this new generation capacity. 

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

 The procurement process seems fair, 
provided that Eskom Generation has no 
visibility. 

 A contract period of 3 years is way too 
short, as this will not attract investment.  
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 PPAs should generally be for periods in 
excess of 15 years but could arguably be 
shorter for cogen capacity as the 
investment should be less than new 
capacity. 

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

 NERSA’s questions posed do not deal with 
the broader issues associated with the 
execution of the IRP plan by DMRE and 
Eskom.  

 A higher level of input from the public is 
required, which teases out the deep-seated 
problems in the industry. 

 A suggestion for additional questions that 
should be posed by NERSA are:  
- Is NERSA fulfilling its role, overseeing 

the “..orderly development of the 
industry..” What improvements are 
suggested?  

- Is this Ministerial Determination 
aligned with the IRP requirements?  

- Has the execution and procurement of 
NERSA concurred to Ministerial 
Determinations been successful? 

- Should DMRE publish a 
comprehensive plan for the execution 
of the IRP plan, including when and 
what Ministerial Determinations are to 
be published and when the 
procurement milestones will be 
achieved? 

 

4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

 Would support/augment procurement from 
other sources, in itself, not a major 
contributor. 

The capacity from this determination would 
certainly plug the gap because 1 000MW would 
reduce load shedding by a stage. This would 
lead to improved security of supply.  
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   2. EUIG  

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

The 1000 MW capacity will assist in ensuring 
security of supply, especially in the short-term, but 
on its own is not considered sufficient to ensure the 
uninterrupted supply of electricity. 

 

1.2. What do you think should be the dominant 
energy source of technology in this allocation? 

The priority for this capacity should be dependability 
of supply with regard to dispatchability or base load 
and the speed in which it can be delivered than a 
technology choice, if viewed as a short-term 
measure of three years to plug the gap with existing 
capacity currently not available to the grid. 

NERSA agrees  with the stakeholder and 
particularly does not believe that there should 
be any dominant energy source but rather an 
energy mix that ensures: 

 security of supply; 
 optimises the uptake of renewables 

given their intermittent nature;  
 that ensure system adequacy; 

 results in reasonable energy prices, 
i.e., least cost option.   

1.3. Should this range of energy source 
technologies be dispatchable? 

Yes  NERSA agrees with the stakeholder that 
there needs to be a balance between 
dispatchable and non-dispatchable 
generation sources. Non-dispatchable 
sources such as renewables are cheaper 
but due to their intermittency, they need 
to be backed by dispatchable flexible 
sources such as battery storage and gas.  

1.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 

Within 6 months.  Due to the current capacity shortfall 
of between 4000MW to 6000MW, 
the capacity should certainly be 
made available as soon as 
practically possible in order to 
reduce load shedding and wean the 
system from over-dependence on 
expensive OCGTs.   
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2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 

                QUESTIONS STAKEHOLDER COMMENT         NERSA COMMENT 

2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price 
Determination Methodology (MYPD) and 
Section 14 of NERSA’s CRM Rules, if not, 
please propose the most suitable cost recovery 
mechanism that would ensure that electricity 
remains affordable? 

Supported.  

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

Such costs will be dependent on the technology. 
However, if this is from an existing installation, for 
the seller the real cost is marginal costs of 
production. This can be compared to benchmarks 
or Eskom’s own cost of production on the specific 
equivalent technology which ideally will be higher 
than the seller’s marginal cost to determine a 
suitable tariff. However, ideally at maximum this 
should not be more than the prevailing overall 
average tariff as approved by NERSA. 

 

2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

As a short-term measure of three years this capacity 
should not have significant adverse impact on 
NERSA’s mandate of long-term sustainability of the 
electricity supply industry as well as affordability 
and equity. Any impacts will be limited to three years 
and if sourced at below the prevailing average tariff, 
the impact will be positive. 

 

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

Supported. However, a provision may have to be 
made for ceding such contracts to a suitable entity 
post unbundling. 
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3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

Only Eskom should be allowed as the obvious 
consideration would have been the support to the 
national grid which effectively benefits almost all 
consumers. Should other Licensed Electricity 
Distributors be interested in similar procurement a 
separate determination should be considered. 

 

3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

Given that this capacity determination is for three 
years, building new capacity for a three-year 
contract seem rather risky and unrealistic. However, 
any party prepared to take such risk should be 
allowed to participate and not limited to IPPs only. 

 

Since the program will be facilitated through 
short term contracts of 3 years, it is ideal to 
obtain the capacity from IPPs that have surplus 
capacity that they wish to sell back to the 
system. Therefore, NERSA agrees with the 
stakeholder that IPPs are the appropriate 
developers of this new generation capacity.  
 
 
 
 
 
 
 
 

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

Proposed method supported.  

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

The risk is the availability of this capacity in the short 
term and the price offered if it will be attractive 
enough to attract sellers. 

 

4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

The 1000 MW capacity will assist in ensuring 
security of supply, especially in the short-term, but 
on its own is not sufficient. 

The capacity from this determination would 
certainly plug the gap because 1 000MW 
would reduce load shedding by a stage. This 
would lead to improved security of supply. 
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     3. MINERALS COUNCIL OF SA 

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

 Yes, the amounts that have been 
determined are sufficient to meet demand 
as identified by the IRP.  

 An updated IRP will indicate if we need to 
add more generation. 

 

1.2. What do you think should be the dominant 
energy source of technology in this allocation?  No restrictions should be put on 

technologies the least cost path should be 
followed. 

NERSA agrees  with the stakeholder and 
particularly does not believe that there should 
be any dominant energy source but rather an 
energy mix that ensures: 

 security of supply; 
 optimises the uptake of renewables given 

their intermittent nature;  
 that ensure system adequacy; 
 results in reasonable energy prices, i.e., 

least cost option.   
1.3. Should this range of energy source 
technologies be dispatchable? 

 Yes it should be  dispatchable(biomass 
is dispatchable) 

NERSA agrees with the stakeholder that 
there needs to be a balance between 
dispatchable and non-dispatchable 
generation sources. Non-dispatchable 
sources such as renewables are cheaper 
but due to their intermittency, they need to 
be backed by dispatchable flexible sources 
such as battery storage and gas.  

1.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 
 
 
 
 

 As soon as possible Due to the current capacity shortfall of 
between 4000MW to 6000MW, the 
capacity should certainly be made 
available as soon as practically 
possible in order to reduce load 
shedding and wean the system from 
over-dependence on expensive 
OCGTs.   
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2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 

                QUESTIONS STAKEHOLDER COMMENT         NERSA COMMENT 

2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price 
Determination Methodology (MYPD) and 
Section 14 of NERSA’s CRM Rules, if not, 
please propose the most suitable cost recovery 
mechanism that would ensure that electricity 
remains affordable? 

 NERSA should continue with the current 
cost recovery mechanism stipulated in 
section 13 of the current Multi-Year Price 
Determination Methodology (MYPD) and 
section 14 of NERSA’s CRM Rules. 

 

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

 This is likely to be an inexpensive source 
of energy. 

 

2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

 The power from these sources is likely to 
be affordable and accessible. 

 

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

 Eskom being the chosen buyer goes 
against the principles of liberalising the 
electricity industry. In the absence of the 
ISMO, Eskom can continue as the 
chosen buyer. 

 

3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

 Because this is a national procurement 
plan, Eskom should continue to be a single 
buyer. The other players/buyers can only 
buy when there is additional/excess 
energy. 
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3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

 The 1998 Energy White Paper strongly 
recommended this model, but government 
did not implement it until it was too late.  

 Even when government liberalised the 
industry, they were very prescriptive on the 
technologies, focussing predominantly on 
solar and wind. What about nuclear and 
clean coal?  

 History has also shown us that government 
(and SOEs) do run out of money to invest 
in economic projects. This is because 
government has a lot of other 
responsibilities, not to talk about the 
corruption that has killed SOEs in the 
country. 

Since the program will be facilitated through short 
term contracts of 3 years, it is ideal to obtain the 
capacity from IPPs that ideally have surplus 
capacity that they wish to sell back to the system. 
Therefore, NERSA agrees with the stakeholder 
that IPPs are the appropriate developers of this 
new generation capacity. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

 The REIPPPP is rated as one of the best in 
the world because of its transparency and 
accountability. 

 

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

 Biomass is water intensive. For a water-
scarce country biomass requires much 
more water even when compared to the 
electrolysis process used in the producing 
hydrogen from water. 
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4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

 The major challenge with biomass and 
landfill is going to be the feedstock. This 
brings to question issues of sustainability. 

 

 

  4. PAMSA – (Comments not provided as per the questions below) 

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

N/A  

1.2. What do you think should be the dominant 
energy source of technology in this allocation? N/A 

 

1.3. Should this range of energy source 
technologies be dispatchable? 

N/A  

3.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 

N/A  

2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 

                QUESTIONS STAKEHOLDER COMMENT         NERSA COMMENT 
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2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price 
Determination Methodology (MYPD) and 
Section 14 of NERSA’s CRM Rules, if not, 
please propose the most suitable cost recovery 
mechanism that would ensure that electricity 
remains affordable? 

N/A  

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

N/A  

2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

N/A 
 
 
 
 
 
 
 
 

 

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

N/A  

3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

N/A  
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3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

N/A  

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

N/A  

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

N/A  

4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

N/A  

 

  

 

 

 

 5. SAIPPA 

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

It is insufficient.  

1.2. What do you think should be the dominant 
energy source of technology in this allocation? Those allowed for in the IRP 2019 Table 5 

“Other” column 

 NERSA agrees  with the stakeholder and 
particularly does not believe that there should 
be any dominant energy source but rather an 
energy mix that ensures: 

 security of supply; 
 optimises the uptake of renewables given 
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their intermittent nature;  
 that ensure system adequacy; 
 results in reasonable energy prices, i.e., 

least cost option.   
 The energy mix in the IRP 2019 meets the 

criteria above.  
1.3. Should this range of energy source 
technologies be dispatchable? 

No.  

1.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 

Existing generators will be able to provide 
power immediately after the conclusion of 
a PPA. Others will take up to 24 months 
after financial close.  
 

Due to the current capacity shortfall of between 
4000MW to 6000MW, the capacity should 
certainly be made available as soon as practically 
possible in order to reduce load shedding and 
wean the system from over-dependence on 
expensive OCGTs.   

2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 

                QUESTIONS STAKEHOLDER COMMENT NERSA Comment 

2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price Determination 
Methodology (MYPD) and Section 14 of 
NERSA’s CRM Rules, if not, please propose the 
most suitable cost recovery mechanism that 
would ensure that electricity remains 
affordable? 

Eskom has proposed cost recovery through 
the RCA mechanism. This is acceptable. The 
tariff set is not market related and will be too 
low – as explained above. 

 

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

No response provided  
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2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

No response provided  

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

No response provided  

3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

No response provided  

3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

No response provided  

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

 A SOP process is necessary to mop up 
excess IPP generation that cannot find 
another home. It however must:  

 Be at a market related price. 
 Not take up the allocation in the IRP2019 

to “Other” technologies, that need long 
term, financially sound PPAs as has 
been provided to all other technologies in 
DMRE’s IPP procurement since 2011. 

 

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

 No response provided   
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4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

 No response provided  None. 

 

  6. SASOL 

QUESTIONS           STAKEHOLDER COMMENTS NERSA COMMENT 
1.1. Is the 1000MW determined sufficient to 
ensure uninterrupted supply of electricity in the 
short and medium-term? 

 With the supply gap of 3000-4000 MW, the 
1000 MW determined is a significant 
amount if supported by parallel 
determinations from other sources which 
can be on the grid in similar timelines, i.e. 
already connected to the grid. 

 To add additional capacity, NERSA should 
also procure additional generation capacity 
over and above the 1000 MW from other 
technologies. 

  

1.2. What do you think should be the dominant 
energy source of technology in this allocation?  Dominant source should be the 

technology that has the highest capacity 
factors and energy availability factors and 
at least cost. 

 Research already exists on landfill gas in 
producing electricity. With this “pre-work” 
done, landfill should be considered as a 
dominant energy and will support the 
overall environmental agenda, i.e. reduce 
emissions associated with landfill sites. 

 In addition, a combination of renewable 
energy plants, storage technologies (i.e. 
Batteries) and demand side management 
would be cheaper ‘no-regret options’ for 
the time horizon 2030 and beyond.  

 
 These metrics should be used as a 
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measure and not only consider the 
nameplate capacity. 

 Use current landfill research, as well as 
benchmark with proposed generation 
capacity proposed by the City of Cape 
Town on the Vissershok Landfill. 

 Studies must be conducted or updated to 
clearly determine the rate and pace that 
the country can afford. 

1.3. Should this range of energy source 
technologies be dispatchable? 

 Yes, to replace the loss of dispatchable 
energy on the grid. 

 

3.4. What do you think is the most optimal 
timelines within which this capacity should be 
made available on the grid, considering the 
urgency that is required to deal with load 
shedding in the country? 

 Considering the grid constraints, the 
2023/24 timelines will be optimal to ensure 
electricity stability supporting economic 
growth and environmental management. 

 
 It is assumed that each municipality will 

push to utilise power generated from 
landfill for their own constituencies. 
 

 Consideration should also be given to 
privately owned landfills, to further 
support the additional generation 
capacity. 

 
 Alignment between national and local 

government/municipalities (who are 
managing the landfill sites). 

 
 
 
 
 
 

 

2. COST RECOVERY MECHANISM AND THE IMPACT ON TARIFFS 
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                QUESTIONS STAKEHOLDER COMMENT         NERSA COMMENT 

2.1. Should NERSA continue with the current 
cost recovery mechanism stipulated in Section 
13 of the current Multi-year Price 
Determination Methodology (MYPD) and 
Section 14 of NERSA’s CRM Rules, if not, 
please propose the most suitable cost recovery 
mechanism that would ensure that electricity 
remains affordable? 

 NERSA should determine whether or not 
this plan will be procured under the current 
market or a liberated market as the cost 
recovery will be very different under the 
different scenarios 

 

2.2. Provide your thoughts on the costs that 
will be associated with establishing the new 
allocated generation capacity in line with the 
mandate to ensure long term sustainability of 
the electricity supply industry as well as 
affordability and equity. 

 Costs associated with generation of 
electricity is around R200 million over a 
financial year. In a country with constraints 
fiscal, this might pose a challenge. 

 Align associated costs and recovery 
thereof with municipalities. 

 A carbon credit mechanism can be 
established, where an entity will earn 
carbon credit for every ton of GHG 
destroyed, these can then be auctioned 
off on market for companies that need to 
offset their carbon emissions. 

 This can be a new mechanism or 
adjustment of the SA voluntary 
Renewable Energy Certificate market so 
as to integrate with it. 

 

 

2.3. Provide your thoughts on the impact of 
adding the additional capacity of 1000 MW in 
relation to NERSA’s mandate to ensure the 
long-term sustainability of the electricity supply 
industry as well as affordability and equity. 

 The impact is positive considering the 
urgent requirement for 3000-4000MW of 
additional capacity. 

 The country needs capacity to replace the 
coal generation capacity that will be 
decommissioned. 

 The potential for long term use must be 
highlighted in light of the duration of the 
purchase power agreements. 

 A flexible grid that supports increased 
penetration of cogeneration, renewables 
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and other technologies is required. 
 

3. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER COMMENT  NERSA COMMENT 

3.1. Provide your thoughts on Eskom as a 
chosen buyer of the new generation capacity in 
light of the unbundling that is presently taking 
place. 

 Having noted the intent to address the 
national energy crisis and improve on 
energy security, Eskom as the buyer is a 
suitable consideration. 

 Once unbundling is concluded and 
market trading is possible, the remaining 
allocation in the Integrated Resource 
Plan 2019 should allow for multiple 
players to be able to buy. 

 

3.2. Should it only be Eskom who is the Buyer 
of this electricity or other Licenced Electricity 
Distributors (i.e. Municipalities or Private 
Distributor) must also be allowed to buy 
through bilateral agreements? 

 Licensed distributors in regions that have 
the capacity to wheel can also be seen as 
acceptable. They have the potential to 
support the grid requirements within their 
regions and positively improve the security 
of supply. 

 Municipalities should be allowed as this 
project may have added synergies which 
cannot be quantified (and paid for) by 
Eskom. In addition, having municipalities 
purchase directly from the generator de- 
risks Eskom to some extent, given that 
municipalities have been defaulting on 
payments to Eskom. 

 This however places greater responsibility 
on municipalities, which will require 
greater transparency, governance and 
accountability by municipalities. 

 The licenced electricity distributors need to 
be adequately trained for financial and 
electron management, as well as having 
the appropriate measurement and 
reporting systems in place for better 
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management. 

3.3. Provide your thoughts on IPPs as the 
chosen builders of the new generation 
capacity. 

 The preference of IPPs is highly 
recommended, considering the focus is on 
IPPs that already are connected to the grid. 
There are no lead-times expected for long 
construction and licensing processes. 

 
 
 
 

Since the program will be facilitated 
through short term contracts of 3 
years, it is ideal to obtain the capacity 
from IPPs that ideally have surplus 
capacity that they wish to sell back to 
the system. Therefore, NERSA 
agrees with the stakeholder that IPPs 
are the appropriate developers of this 
new generation capacity. 

4. PROCUREMENT PROCESS UNDER ESKOM’S STANDARD OFFER PROGRAM 

       QUESTIONS STAKEHOLDER  NERSA COMMENTS 

4.1 Provide your thoughts on the method of 
procurement chosen for the procurement of 
new generation capacity and the chosen 
contract period. 

 Considering the timeliness required for the 
additional capacity, a minimum of 3-year 
PPAs (to allow capital cost recovery) 
should suffice and can be extended based 
on the performance of the individual IPPs. 
The extension will continuously account 
towards a diversified energy mix. 

 

4.2 Provide what you consider to be the risks 
associated with the new generation capacity 
technology. 

 Scalability to meet the 500MW 
requirements and energy availability. 

 Availability of biomass feedstock and the 
landfill gases. 

 Safety risks as landfill sites are frequented 
by illegal waste pickers. 

 Proving the capability of the IPPs to meet 
the demand requirement of 500 MW +. 

 Transparency into who the generators are 
is advisable 

 Measures in place to avert illegal waste 
pickers 

 

4.3 Provide your opinion on the security of 
supply impact in light of the additional capacity. 

 None.  
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