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• Umbrella body for industry bodies in renewable energy 

• Founders were SESSA, SASTELA, SAPVIA and SAWEA

• Committed to government to form the Council during the NEDLAC discussions on the Green Economy 
Accord 

• See: 

http://www.engineeringnews.co.za/article/sa-renewable-energy-associations-to-launch-umbrella-body-2011-
12-15; 

http://mg.co.za/article/2011-12-09-umbrella-body-becomes-sas-voice-on-renewable-energy; 

http://www.timeslive.co.za/local/2011/12/15/renewable-energy-sector-to-get-new-umbrella-body; 

http://www.esi-africa.com/Umbrella/body/SA/renewable/energy/associations

http://www.engineeringnews.co.za/article/sa-renewable-energy-associations-to-launch-umbrella-body-2011-12-15
http://mg.co.za/article/2011-12-09-umbrella-body-becomes-sas-voice-on-renewable-energy
http://www.timeslive.co.za/local/2011/12/15/renewable-energy-sector-to-get-new-umbrella-body
http://www.esi-africa.com/Umbrella/body/SA/renewable/energy/associations


THE SOUTH AFRICAN RENEWABLE ENERGY COUNCIL (“SAREC”) 
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• Goals: To act as a collective custodian and voice for the renewable energy in South Africa

• Work collectively towards optimising the regulatory and policy framework for renewables

• Collectively remove barriers to entry for renewable energy in South Africa;

• To provide expert resources that Government can draw on re energy policy;

• Liaise between international agencies and the South African Government on RE and CC;

• Promote public and private sector coordination towards the cost optimisation of renewable energy
generation and localisation



RENEWABLE ENERGY IN SA: THE LONG AND WINDING ROAD
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Date Event Significance

1960 - 1990 South Africa builds a fleet (35,000 MW) of large, coal fired

(fossil fuel based) electricity generation plants.

These are now all amortised (paid) and only maintenance needs to be

paid, making electricity cheap. They are however highly polluting and

nearing end of life

1988 Concern about climate change gets momentum Fossil fuels are recognised to endanger human well-being in the long run

1990 IPCC brings out a sobering scientific report Negotiations start towards an international convention on Climate Change

1992 UNFCCC signed South Africa is a signatory and acquires international obligations including

the limitation of fossil fuel use and promotion on renewable energy

1995 It becomes clear that new generation capacity is needed to

keep track with SA’s increased energy demand – response was

slow

The pattern of electricity shortfalls is set

1995 IPCC’s second report indicates the climate news is worse than

expected

General recognition that a binding international convention (the KP)

needed to follow UNFCCC

1997 KP signed (enters force in 2003) International community undertakes to take real steps towards addressing

climate change

1985 - 2005 Eskom makes good profits and Government as its shareholder

pays it out in dividends without keeping a reserve for the new

build programme

The pattern of Eskom’s increasingly burdened balance sheet is set

1998 Darling National Demonstration Wind Farm starts development

and by 2001 gets “demonstration” support from the erstwhile

Minister of Energy

First tentative steps towards IPP wind energy – however no system in

place to make it competitive with fossil fuel energy which in Eskom’s case

is much cheaper

Dec 1998 White Paper on Energy launched A break from the Eskom monopoly is envisioned with a mixed basket of

energy sources and a mixed basket of energy suppliers (including

Independent Power Producers)



RE road (2)
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2003 South Africa hosts the World Wind Energy Conference and the

White Paper on Renewable Energy is launched

Principles in Energy White Paper affirmed and target of 10,000

GWh’s of RE production by 2013 is set (this will now be very

difficult to achieve)

2003-2007 Virtually no progress is made with the RE target as per the RE

White Paper

RE stalls in the county

2007 - 2011 Various competitive bid processes launched to procure

electricity from private sector fail totally or partially – the PNCP,

MTPPP, the Peaker programme and the base load IPP

programme

The energy investment community becomes very sceptical about

South Africa.

2007 NERSA consultants publish inception report for a REFIT scheme Potential REFIT raises hope in the RE sector

2008 Darling National Demonstration Wind Farm is commissioned

after 11 years of battling against the odds and two High Court

approaches but fails to remove the barriers to RE energy

The message is sent that doing business in the sector in SA is very

difficult

2009 NERSA approves REFIT for certain RE technologies including Solar

PV, Solar Thermal and Wind. Investment starts flowing very

quickly, international companies invest in SA and employ local

people. EIA’s start. Wikipedia mentions the SA REFIT as

attractive

The RE Industry spends ZAR 500 million + in the belief that the

country will have a REFIT scheme

Feb 2010 NERSA approves the budget (“MYPD2”) that includes renewable

energy

Developers get comfort that REFIT procurement is imminent



RE Road (3)
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April 2010 NERSA publishes the draft selection criteria “scorecard” for

REFIT and holds public hearings to discuss same

Not all projects commissioned will get the REFIT. There will be tender

process and only some will succeed. Developers gear their projects to fit

with the draft selection criteria

May 2011 IRP 2010 is approved as SA’s energy master plan 2010 –

2030 that will include a vast contribution from renewables

costing ZAR 350 billion plus – wind about 9,000 MW

The large RE component (9,000 MW wind) implies ensuring very large

private sector investment and very rapid skills development

August 2011 REFIT is replaced by “REBID” A different procurement method than anticipated but with a much

larger ambition

Nov 2011 First bid round closes – over ZAR 100 million is posted in bid

bonds. About 52 applications

Lift-off in sight?

Nov 2011 Preferred bidders announced for Round 1 – for wind 8

totalling 634 MW presumably in price ranges of 10 – 11

euro cents/kWh

Critical mass finally seems possible – bid process ran smoothly which

created investor confidence

21 May 2012 Preferred bidders announced for Round 2 – for wind

perhaps another 600 MW

System is becoming known and understood, procurement is starting to

look like a rolling programme

30 June - 10

July 2012

Financial close Round 1 and soil turning “SA GW’s into action!”



RE Road (4)
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30 June - 10

July 2012

Financial close Round 1 scheduled – postponed due to

regulatory growing pains

Discomfort with extending bid validity through to sub-contractors

5 October

2012

Last approval received from Treasury sub-committee – to

the Minister of Finance for signature. Awaiting signature.

Further determination of RE procurement at 1,000 MW pa

announced

SA GW’s into action!

May 2013 All round 2 projects reach financial close and go into

construction

Procurement system seems to be robust

29 Oct 2013 Round 3 preferred bidders announced – 787 MW Price for some RE drops well below cost of new coal power – REIPPPP is

“rolling”

Jan 2014 First REIPPPP wind farms start exporting electricity into grid

– COD imminent

First REIPPPP project complete and feeding electricity into the grid,

others to follow soon

Aug 2014 REIPPPP Round 4 closes, prices drop further RE reinforces its position as a viable and quick electricity source



IRP 2010 (20 YEAR ENERGY MASTER PLAN)
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ENERGY IN SA: WHERE DO WE WANT/NEED TO END?
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• Fossil fuels will eventually run out

• Nuclear power not seen as sustainable by many after Fukushima

• The atmosphere can absorb a limited amount of pollution while sustaining a viable climate for
mankind

• We need clean, long term and affordable energy sources

• Rapid transition to renewables is essential as the present decade is critical in terms of “catching the
climate change train before it leaves the station”



ESKOM – SIZEABLE BALANCE SHEET SUPPORT BY GOVERNMENT
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• Eskom’s effort to replace ageing power stations and add new capacity is costing minimum ZAR 337
billion – see MYPD3 p 9 – replacing present fleet will require ZAR 3,500 billion by 2030 (MYPD3 p 108)

• Government has supported Eskom’s new build by ZAR 350 billion in loan guarantees and shareholder
loans/equity (Source: Standard Bank)

• This contingent liability for government cannot go any higher – result is we need capital from IPP’s and
tariffs that are cost reflective

• For IPP’s we only pay for the power, if Eskom builds we have to pay everything upfront

• Difference same as hiring car/buying a new car cash



ESKOM – SIZE OF GOVERNMENT BAIL–OUT (Source – Standard Bank)
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GOVERNMENT HAS CHOSEN TO FUNDAMENTALLY INVOLVE IPP’S
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• Since 1998 (White Paper on Energy) through 2001 (Cabinet Decision on IPP’s building 30% of new
capacity) to 2003 (White paper on Renewable Energy) the ground work for IPP’s has been laid in SA

• In terms of the Ministerial determination of December 2012, IPP’s will build about 10,000 MW’s of
renewable and baseload plus industrial waste energy plants (See Government Gazette 19 December
Vol 570, No 36005)

• Eskom need no longer model a scenario where they provide 100% of the new power
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COST OF NO ELECTRICITY – RENEWABLE ENERGY HELPING TO GROW 
THE SA ECONOMY

• In 2008, NERSA found that the cost of the unmet electricity demand was ZAR 75/kWh (NIRP3)

• Renewables can create new capacity far quicker than coal

• If only 15% of all renewables purchased should be regarded as baseload (very conservative
assumption), this is still equivalent to 5,500 GWhs * 0.15 * ZAR 75/kWh = ZAR 61 billion per annum

• If this figure is discounted by another 90% because of increased reserve margin and greater
predictability in the electricity supply than IN 2008, it would still be ZAR 6 billion per annum
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RENEWABLES PROJECTS INCLUDE AN INVESTMENT INTO SOCIAL 
UPLIFTMENT, JOB CREATION AND COMMUNITY DEVELOPMENT 
PLUS A UNIQUE “TAX”

• In terms of the REIPPP rules, 3-5% of ownership must lodge with local communities. This is an
excellent initiative but needs to be financed. Other generators do not do this.

• Further, 1 - 1.5% of turnover must be spent on socio economic development, preferably within the
immediate radius of the project (usually rural areas)

• 0.6% of turn over must be spent on enterprise development – most often this will target education
and skills development

• These amounts become very significant over the project lifetime and are likely to make a strong
contribution towards community upliftment, job creation and social development

• Additionally, in terms of the REIPPP rules, a 1% of Capex tax is payable to Government – our
understanding is that this is meant to fund the transactions costs of the
programme. During the MYPD3 timeframe, this “tax” will total a payment of
more than ZAR 300 million to Government

• Other energy generators are not presently asked to make the above commitments
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Distributions over Project Life for a 140 MW Wind Farm
SED (1.5% revenues) & Community Trust (5% ownership) (Source: Globaleq)

(continued) – community benefits funded by renewables
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ENGAGEMENT WITH GCAC

• SAREC welcomes the opportunity to be part of the GCAC and to exercise one vote;

• Our acceptance has been communicated together with a request that each of our members may have
observer status on the GCAC;

• Specific matters relating to grid code and solar thermal power have been communicated
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THANK YOU

Johan van den Berg
Chair

johan@sarec.org.za
+27 82 925 5680

mailto:johan@sarecwea.org.za

