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What is an IPP?
Procuring electrons from private sector producers 

and not infrastructure  

Procurement 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
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IPP 

Company

Foreign 
shareholders

South African 
shareholders

Black 
Industrialists

Community 
Trust

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

• 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
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Key Instrument to Attract Private Sector 

Participation in Energy Sector and Broaden the 

Energy Mix

• The IPP PP’s creates much needed fiscal space for government for investment in

areas of priority such as education, health and social welfare by crowding in

infrastructure investment by the private sector.

• It compliments government spending rather than compete with it. This symbiotic

relationship between government and business, labour and civil society is imperative to

maintain and grow within the context of ratings downgrades and depressed economic

growth.

• Similar approaches and initiatives can be used in any other sector in the economy



REIPPPP Highlights
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REIPPP Highlights

Since the end of 2013, the IPP PP 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 March 2018, 97% 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.
The 27 projects BW3,5 & BW4 will provide an
additional 2 305 MW (contracted) capacity.

portfolio price trend
(R/kWh Apr 2017 Terms)

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.

Indications are that prices will continue to
decrease in future rounds

clean energy 

generated (GWh)

Although production is only ramping up as
IPPs become operational, 24 913 GWh have
already been generated by 62 operational
projects since inception to March 2018,
enough to power nearly 7 million
households, while offsetting 25.3 Mton CO2

emissions and saving about 29 million
kilolitres of water in relation to fossil fuel
power generation.

It is expected that BW3.5 and 4 projects,
will offset an additional 8.1 million tonne
CO2 per annum. These BW3.5 and BW4
projects, once fully operational at
maximum capacity, will save
approximately 9.6 million kilolitres per
annum.

Performance data obtained from IPP PP 
Quarterly Report (January to March 2018)
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Actual capacity delivered at the end of March 2018
was 3776 MW versus planned: 3801 MW

The REIPPPP is successfully delivering clean energy timeously and 

cost effectively…
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REIPPPP Highlights

The REIPPPP supports South Africa’s efforts to mitigate against climate change through the

procurement of environmentally sustainable renewable energy technologies:

o Since inception December 2013 to March 2018, the operational renewable energy

projects procured under the REIPPPP has achieved in total carbon emissions reductions

of around 25,3 million tonnes CO2 (Mton CO2).

TO PUT THIS IMPACT IN PERSPECTIVE: Between June 2016 and June 2017, carbon

emissions reductions of around of 7.5 Mton CO2 has been achieved. This represents 37%

of the total projected annual emissions reductions of 20.5 Mton CO2.

Climate Change and Water Savings
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The REIPPPP is supporting broader economic development objectives

Total foreign investment relative to total 

investment (cumulative total R201.8 

billion)

The total foreign equity and financing invested in REIPPs
(BW1 - BW4, Smalls BW 1-2) reached R48.7 billion by
March 2018.

The 27 projects BW3.5 & BW4 will provide foreign
investment to the total of R17.9 billion and domestic
investment of R38 billion total investment of R55.9
billion

direct employment creation

(job years)

RE generation plants are capital and intensive and

technologically advanced. 35 702 direct Job Years (40

514 FTEs) created for South African citizens by March 2018,

including people from communities local to the IPP

operations. 41% of job years was for youth. Of the total job

years for SA citizens 30 763 (86%) are during construction

and 4 938 in the operational phase of the projects.

The 27 projects to be signed will provide 54 362 total job

years (61 688 FTEs) of which 95% is for SA citizens during

plant construction and operations.

South African and 

equitable shareholding 

(%)

31%

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 11% equity in

IPPs for local communities, who will receive

R29.3 billion net income over the life of the

projects (20 years).

BW4, recently signed 27 projects, have 53%

RSA shareholding. 64% of the 53% is active

BEE whilst majority of the remaining

shareholding is with institutional investors.Performance data obtained from IPPPP Quarterly 
Report (January to March 2018)

REIPPPP Highlights
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Activity spread for ED and SED
Projects spend reported by March 2018 (% of total)

39.7%

4.3%

21.1%

10.0%

24.9%

enterprise development

health care

general administration

social welfare

education and skills development

1.2%

R 20.6 billion

Committed

Socio-economic development (SED)1

(Rand billion)

2.2%

of committed revenue 

over 20-year PPA 

Period

Actual at 

March 2018 
of achieved revenue – to be 

increased with development 

plans

R 576.8 million

R 6.4 billion

Committed Actual at 

March 2018

Enterprise development (ED) 1

(Rand billion)

0.7% 0.4%

of committed 

revenue over 

20 year PPA 

period

of achieved revenue and 

to be increased as per 

development plans
R 188.8 million

1 Performance data obtained from IPPPP Quarterly Report (January- March 2018)

The REIPPPP is ensuring 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

REIPPPP Highlights
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1 Performance data obtained from IPPPP Quarterly Report (January - March 2018)

R 67.1 billion

Committed

Local content spend1

(Rand billion)

45%

of total project 

value

50%Actual at 

March 2018 of total project 

value realised to 

date which is an 

over achievement 

R 42.0 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.

• 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.

• However, due to the delays in the signing of the PPAs

and uncertainty regarding the future of the Renewable

Energy IPPPP at least 14 manufacturing companies

closed down and have decided to withdraw from South

Africa or put their investments on hold, additionally

industry training schemes have been put on hold.

The local content commitments for all procured projects amount

to approximately R67.1 bn of which the 27 projects to be signed

represent R22.5bn.

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

REIPPPP Highlights
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Policy

Legislation

Implement

1998
White Paper 

on Energy 

Policy

2006
Electricity 

Regulation Act, 4 

of 2006

2011
Electricity Regulations 

on New Generation 

Capacity, 2011

Aug 2011
First Renewable 

Energy 

Determination 

1994
Government-

wide policy 

review

2003
White Paper 

on Renewable 

Energy

REIPPP 

BW 2

MAY ‘12

REIPPP 

BW 1

DEC ‘11

REIPPP 

BW 3

OCT ‘13

REIPPP 

BW 3.5

DEC‘14

REIPPP 

Smalls BW1

OCT‘15

REIPPP 

Smalls BW2

DEC ’16

Eskom

Loadshedding

Private sector 

participation in the 

industry

Competition and the 

restructuring of Eskom

Permitting open, non-

discriminatory access to 

the transmission system

Renewable Energy Targets

Energy Mix

Integrated Energy Planning

Non-discriminatory access to the 

transmission and distribution 

power systems to third parties

Inter-Ministerial Committee (IMC) on Energy established in December 2009 to 

address Eskom’s electricity supply constraints. IMC agreed that Eskom would be 

conflicted acting as both an  energy provider as well as the procurer of IPPs –

thus, Department of Energy designated as procurer and Eskom as buyer  

Minister of Energy to determine 

new generation capacity 

procured by Department of 

Energy from private sector 

participation (Section 34 IPPs) 

and designated buyer (Eskom)

Rolling Bid Windows provided 

certainty of investment 

opportunities resulting in 

over-subscribed Bid Windows

62 IPPs Operational in just 

over 6 years

Integrated 

Resource Plan 

2010-2030

REIPPPP Shifting the Energy Market

REIPPP 

BW 4

APR‘15

Integrated 

Resource Plan 

Update 2018?



REIPPPP Shifting the Energy Market

• The introduction of REIPPPP has catalysed, in 7 short years, a profound shift in South Africa’s
energy market

• REIPPPP has contributed to the diversification of the energy-mix and has catalysed the
introduction of the private sector in electricity generation, new technologies, creation of new
industries and changed the landscape of electricity generation, trading and contested access to
the national grid and multi-party buyer interest (for example municipalities).

• REIPPPP is also a proven innovative vehicle for promoting local investment, ownership,
participation and stimulating local production and manufacturing, when procured with regular
intervals, ensuring certainty.

• However, it has tested some of the policies which need changes going forward
• BBBEE Codes and Scorecards
• Grid codes
• Local manufacturing policy and how to stimulate industries
• BEE and Community funding terms / Funding from IDC, PIC, and DBSA to be affordable and

not punitive.



IPP Programme catalysing the shift to  
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REIPPPP Shifting the Energy Market

Currently the only government-led vehicle that enables local private sector 

participation in electricity generation, and progressively enables participation by 

black investors and industrialists in energy generation

• REIPPPP has empowered South Africans to own on average 48% of the shareholding in all of the
IPP projects.

• However: Black shareholding of 64.2% (i.e. R7.64 billion) of local ownership (53% of shares in
BW4) has been achieved in IPPs through the latest rounds of IPP Projects, and shareholding by
black South Africans has also been secured across the value chain i.e. Project, construction and
operations. To be noted is that 7.5% of shareholding is in the hands of pensions funds and SOCs.

• Black ownership and participation in Engineering, Procurement and Construction (EPC) and
Operating and Maintenance (O&M) Project Companies have improved with every bid round – with
the new round of projects around 86%, or 1 748, of the top management jobs of the new IPP
Project Companies will be filled by black professionals.

• The actual share of procurement spend by IPPs from BBBEE suppliers for construction and
operations combined is reported at around 88% - significantly higher than the target of 60%.
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R7.2 billion R366 million 3 121 job yearsR615 million

R3.6 billion R284 million 2 917 job yearsR929 million

Commitments for bid windows 1, 2, 3, 3.5, 4, and Smalls BW1, BW2 as at 31 December 2017

R1.5 billion R196 million

2 709 job yearsR133 million

R0.3 billion R29 million

246 job yearsR26 million

R78 million 336 job yearsR55 millionR4 500 million 18 137 job yearsR7 434 millionR33.8 billion

R14.4 billion

R1 109 million

11 067 job years

R1 636 million

R134.1 billion

R13 157 million

68 041 job years

R18 348million

Total project costs

Socio Economic 

Development

Job creation

Community trusts

R1.1 billion

R5.9 billion R840 million 7 693 job yearsR174 million
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REIPPPP helping to address spatial imbalances in 

infrastructure investment



REIPPPP as a catalyst towards cleaner, 

cheaper, flexible, off-grid renewable energy 

technology applications

• South Africa may have significantly improved people’s access to electricity since 1994, but 16% of the 

population – 8 million men, women and children – still has no power and the national grid does not 

reach remote, rural areas

• Advances in technology are rapidly changing the options available beyond the grid and introducing new 

entrants to the energy.  REIPPPP has played an undeniably significant role in promoting and 

enabling renewable technology advancement.

• Declining solar technology costs have spurred the growth of off-grid home systems and are changing the 

economics of mini-grid systems. Battery storage technology is fast evolving to the point where it is going 

to play a significant role in utility-scale power storage and is beginning to feature in smaller-scale off-grid 

solutions.

• This market is rapidly expanding in South Africa, and particularly in Sub-Saharan Africa - 130 million off-

grid home kits, solar kiosks and other devices have been sold across sub-Saharan Africa since 2010*

* Off-Grid Solar Market Trends Report, 2018, Lighting 

Global (an initiative by the International Finance 

Corporation, the World Bank and the Global Off-Grid 

Lighting Association)



REIPPPP as a catalyst for imbedded generation 

and municipal distribution 

• The combination of increased competition in the energy generation market through REIPP PP, and the 
availability and cheaper costs of smaller renewable mini-grid systems, have spurred municipalities to 
look into imbedded generation as a means of supplying affordable renewable energy to customers in the 
industrial, commercial and residential sectors – the regulatory framework has to be developed. 

• Privately owned small-scale photovoltaic (PV) plants meant primarily for own generation, are being 
installed at an increasing rate in South Africa, with an average of about 144MW of small-scale PV systems 
installed in 2016 and 2017. 

• NERSA published Licencing Exemption and Registration Notice in November 2017 guiding licensing 
exemption and registration of small-scale embedded generation (SSEG), and Licensing Regulations are 
still being developed.

• Municipalities are registering SSEG systems under 1 MW, with around 26 municipalities actively involved 
in the registration process in 2016/17. 

• Industries are developing standards, certification, and training for installers, such as the South African PV 
Green Card for installers, driven by SAPVIA.



How are IPPs procured?



Key considerations in the REIPPPP Procurement 

Design Approach

• Facilitate competitive process → Allow market to find ‘clearing’ price

• Qualification criteria are indicative as to the project bankability → Allow market to filter 

projects

• Non-negotiable agreements → Early engagement with lenders to address key risks in 

obtaining a bankable PPA

• On-going engagement with stakeholders → Provide feedback to identify risk mitigants

and amend documents

21
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• Multiple bid windows → to create multiple bidding opportunities to avoid a temptation to 

rush to meet all qualification criteria

• Bid-in tariff → to provide for competition in any bid window with Tariff Caps

• Capped MW allocation → in part, to ensure effective competition

• Objective qualification criteria → to the extent possible, criteria are objective and are 

purposefully designed in such a manner so as to elicit a pass or fail result

• Objective scoring and ranking of qualifying bidders → the method of scoring and 

ranking all bidders is clear and transparent

22

How are IPPs procured?

Key considerations in the REIPPPP Procurement 

Process Approach
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Request for                  
Proposals

Bid preparation and 
submissions

Bid evaluation and 
preferred bidders 

approved
Financial close Construction

Commercial 
Operation Date

1 2 3 4 5 6
Average Timeline 3 months 3 months 6 – 8 months 20 to 21 months Contracted for

20 years

A bid round or bid 

window is opened 

with a request for 

proposals (RFP) 

issued to the 

market

(A Request for 

Information [RFI] is 

often used in the 

bid preparation 

process)

2 Interested 

bidders prepare 

and submit bid 

submissions in 

response to the 

RFP within 

specified timelines

3 Qualifying bid 

submissions are 

adjudicated after an 

extensive 

evaluation process 

using Independent 

Advisors before 

preferred bidders 

are announced by 

DoE

4 Preferred 

bidders are required 

to finalise and sign all 

project and financing 

agreements and 

meet all required 

conditions contained 

in them, to reach 

financial close

5 & 6  Following financial close the 

construction phase of the IPP facilities 

commences. Each facility procured in terms 

of the IPPPP is required to complete 

commercial operation by no later than the 

dates set out in the RFP. Within this 

prescribed window period each IPP is 

contracted to their targeted commercial 

operation date (COD) which marks the 

successful completion and grid integration 

of the IPP

P
ro

ce
ss

6 Procurement Stages & Milestones

How are IPPs procured?



National 

Treasury

Public 

Enterprises

Energy
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Eskom enters into PPA with the 

IPPs selected as preferred 

bidders securing an off-take 

agreement for the electricity for 

the next 20 years at least

The Government Framework 

Support Agreement (GFSA) is 

signed between Eskom, DoE, 

National Treasury and DPE 

setting the terms of support and 

interfacing 

The IPP enters into a DA with 

Lenders to secure project 

financing

The IPP enters into an IA with 

Government, confirming 

commitments made in the bid 

and confirming Government’s 

support for Eskom’s payment 

obligations to the Seller

The bankability of the IPPPP is

secured through the terms and

conditions of three non-negotiable

agreements:

• IA (Implementation agreement) 

• PPA (Power Purchase agreement)

• DA (Direct Agreement)

The agreements provide bidders with

complete transparency in relation to

the contractual terms

The GFSA (Government Framework

Support Agreement) is not a public

document but provides government

support to Eskom in relation to S34

IPPs.

IPP

LENDERS

Contractual Arrangements

DA

PP

A

IA

GFSA

How are IPPs procured?



10 July 2018 25

Bid qualification and evaluation

FOR QUALIFICATION, BIDDERS SHOULD BE ABLE TO

DEMONSTRATE:

• Having secured land rights to the project site;

• Having certain permits in place, most notably

environmental authorisation;

• Having the whole project structure finalised, complete with

technology suppliers, financiers (both equity and debt) and

including BEE ownership;

• Fulfilling a range of technical requirements such as a yield

assessment based on at least 12 months of

measurements or data;

• Meeting minimum economic development requirements

such as job creation and localisation;

• Offering an electricity tariff that is equal to or less than the

technology tariff cap R/kWh (if applicable); and

• Providing a bid guarantee to Government.

QUALIFYING BIDS ARE SUBJECT TO A COMPARATIVE 

EVALUATION 

Bidders with the highest combined price and economic 

development scores are selected as the preferred bidders 

within the technology MW allocation to supply the capacity 

allocation for the bid round. 

Project 
cost

Economic 
Development

90 or 70% 10 or 30%

R / Mw

Job creation

Socio-Economic Development

Local Content

How are IPPs procured?



Risk Allocation 
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Allocate risk to the entity 

best able to 

manage and mitigate

COST RECOVERY MECHANISM

Section 10 of the Electricity Regulations on 

New Generation Capacity

• Eskom recovers full-costs through 

electricity tariff

• Projects costs in Multi-Year Price 

Determination (MYPD) over 3 years

• Recovers properly justified over-

expenditure through Regulatory 

Clearance Account

GOVERNMENT SUPPORT FRAMEWORK 

AGREEMENT (GSFA)

• Government  provides a loan to Eskom 

to fund such part of its payment 

obligations towards IPPs that have not 

been provided for in the MYPD or an 

RCA, to avert default under the PPA and 

a call on the guarantee by Government 

in the Implementation Agreement (IA)

EXPROPRIATION OR 

NATIONALISATION

• Government is in control of any

expropriation or nationalisation

event and in such case will

receive an asset in lieu of the

payment of compensation.

POWER PURCHASE AGREEMENT 

(PPA) 

• Allocates some risk to Eskom as 

Buyer, however Eskom can 

recover the associated costs 

through the tariff, thus no direct 

cost impact on Eskom

IPP Projects become an asset-backed contingent liability 

on the government balance sheet only when the projects 

are connected.  All other risks are allocated to the IPP
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Global shifts in the energy sector and 

looking forward

• New REIPPPP Bid Windows and the planned Gas-to-Power IPP Programme are

following global trends to diversifying the energy mix and shifting to low-carbon

sources for electricity generation

• Rapid developments in new modular and flexible energy technologies, and falling

prices, will see a shift away from mega-scale utility scale infrastructure and extensive

grid development projects, bringing electricity to people, where they need it and when

they need it

• But this transition will require extensive social dialogue and planning to mitigate

impact on jobs, communities and related industries

• And we cannot consider energy market expansion, without an integrated approach to

managing the impact of climate change and to safeguard our scarce water resources
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Global shifts impacting on the Energy Sector

• The transition to a lower carbon fuel mix continues
globally, with Renewable energy growing strongly,
increasing its share within the power sector

• By 2040 oil, gas, coal, and non-fossil fuels are
projected to each provide around a quarter of the
world’s energy. This would be the most diversified
fuel mix ever seen in history

• Africa’s contribution to global energy consumption is
predicted to become more material by 2040 - the
IPPPP systems and processes can be easily
adapted and lessons shared across the
continent

• Additional rolling REIPPPP bid windows and
Gas-to-Power IPP Programme will contribute to
diversified energy mix in SA

The world is shifting  to lower carbon sources for electricity 

generation, led by natural gas, renewables such as wind and 

solar, and nuclear

Source: BP Energy Outlook, 2018
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• Although Renewables is seeing unprecedented
growth, the projected rate of global emissions growth
is far higher than the sharp decline thought necessary
achieve the Paris climate goals. More radical shifts
and advancement in technology needed to make
any impact on Paris commitments.

• Decline in new technology prices is catalysing this
global shift away from large, costly utility scale power
to smaller, flexible systems, including unconventional
oil and gas development, off-grid solutions, battery
storage and electric vehicles (around 300 million
electric vehicles predicted by 2040)

• IPPPP can play a key role in catalysing these new
opportunities and through market-based
approach encourage new and cheaper
technologies

Meeting the dual challenge of mitigating the risks of climate 

change while boosting standards of living will require 

additional technology advances. 

Source: Exxon Mobil Energy Outlook 2018

Global shifts impacting on the Energy Sector
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• Both the Paris Agreement and ILO Just Transition guidelines
seek to develop a state of readiness within countries so that
they can pre-emptively engage with key stakeholders to
ensure a managed transition. Globally, the International Trade
Union Confederation (ITUC) is championing a series of
dialogues between government, business and the rest of civil
society on the future of work and the Just Transition.

• Labour union contestation also manifesting in South Africa
against the introduction of a lower carbon pathway, without
social dialogue and a managed transition - coal industry will
remain a significant sector in so far as jobs and export
earnings are concerned.

• IPP Office will be working with other stakeholders to
develop proposals on just transition roadmap, and
understanding of the economic and socio-economic
impact of introducing new, cleaner technologies

Global shifts impacting on the Energy Sector
Techno-economic shifts will require explicit measures to 

ensure a Just Transition

Source: ILO Guidelines for Just Transition towards Environmentally 

Sustainable Economies and Societies for All
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Global shifts impacting on the Energy Sector
The inextricable linkages between Energy, Water and Food  require a 

suitably integrated approach to ensuring water and food security, and 

sustainable agriculture and energy production worldwide.

• The Eskom fleet, consisting predominantly of
conventional power plants, requires 1.4 litres of water
for every kilowatt hour of energy produced. In
comparison, wind and solar photovoltaic (Solar PV)
renewable energy (RE) technologies require and
consume hardly any water, offering a means to
supply energy needs without further burdening
scarce water resources.

• In addition, renewable energy can be deployed
alongside agricultural and water resource
management (desalination) technologies to reduce
energy and water use and costs

• IPP Office will be working with other
stakeholders on innovative, integrated solutions
to address the Energy-Water- Food Nexus

Source: 2017-18 Prospectus Water-Energy-Food Nexus Project,  Research 

Institute for Humanity and Nature, 2018



Thank You
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