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BRIEFING NOTE FOR MEETING WITH GOVERNMENT TO BE HELD ON 15 

JANUARY 2015 

 

OVERALL APPROACH 

Although we believe that any short term intervention should be in line with longer term 

objectives for the energy sector as a whole, we do not believe that these longer  term 

policy issues form part of the engagement with the war room, except in so far as they 

may affect the short term interventions.  

 

In our view the current situation requires Eskom to focus on a single objective which 

is to increase the availability of supply which in turn means improving plant availability, 

by effectively carrying out its maintenance programme and bringing the new build 

programme on line timeously. Demands on Eskom to achieve any other objectives like 

youth employment and preferential procurement, should be suspended until such time 

as the current electricity shortage has been addressed. We need to agree on what we 

mean by short term interventions, which we believe should be understood as those 

that could be brought on line within a maximum of three years, but prioritising 

immediate interventions.  Economic data particularly in manufacturing is already 

showing the negative impact on the economy. 

 

It is recognised that there were only two ways to give Eskom the space needed to 

undertake proper maintenance and that is to increase supply or shed load. In terms of 

load shedding there are a range of demand response measures that can be 

considered in addition to the implementation of the current planned load shedding. 

 

FIVE POINT PLAN 

Eskom emergency measures to be completed within 30 days 

It is proposed that the most appropriate way to deal with the maintenance plan is for 

Eskom to play open cards on the challenges that they were experiencing in executing 

the maintenance plan and to explore ways in which the private sector could support 

implementation. Discussions on this point at the last meeting indicated that there may 

be some challenges with skills. There is also the question of whether the outages 

being imposed are in fact giving sufficient time to catch up the maintenance back log 

which we understand exists. 
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Co-generation 

STPPP renewal 

We have raised our concerns that the companies listed in the slide presentation at the 

last meeting as having STPPP contracts until 31 March 2015 had not yet been 

approached to renew the contracts in line with the five point plan. It is imperative that 

the renewal process be initiated immediately in order to ensure a seamless 

continuation of supply. Fuel supply contracts and NERSA generation license 

amendments take some time to conclude, once a renewed PPA is signed. 

 

It is understood from the briefing given at the last meeting between business, 

government and Eskom that there are currently 11 supply contracts in this category 

amounting to 1070.3 MW, which will be renewed before their expiry.  We would 

appreciate it if we could understand the process so that we can allay the fears of our 

members who to date have not been approached in a concrete manner. 

 

The STPPP (Short Term Power Producer Programme) agreements were initially 

procured through a very simple RFP process managed by Eskom.  Eskom were able 

to enter into these agreements because emergency powers were conferred upon 

them.  These agreements have always been for a very short duration (due to Eskom 

budget constraints) and they have been extended from time to time. The current 

termination date of the STPPP agreements is 31 March 2015. The price paid for the 

electricity is an escalation of the original bid price in respect of each IPP. 

 

The STPPP agreements made provision for a “baseline” of energy produced by the 

IPP at the start of the agreement, and any electricity produced over and above the 

baseline could be “sold” by the IPP whether it was consumed by the IPP itself (because 

an increase in own consumption meant that Eskom was required to supply less 

electricity and was thus in a position to supply the electricity consumed by the IPP 

elsewhere) or whether it was exported onto the grid (the same concept as the MTPPP 

agreements) 

 

On the basis of our current understanding of these contracts, expedited 

implementation of the roll over requires both contractual and regulatory measures to 

be agreed and implemented. In this regard the following steps are recommended. 
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Contractual arrangements 

It is recommended that an agreement similar to the original STPPP agreement is used 

as basis for the rollover agreements, as it has already been negotiated between 

Eskom and IPPs. 

 

Regulatory arrangements 

In the event that licenses under which the current contracts are operating need to be 

renewed, which is understood to be the case, the current licensing regime which does 

not make specific allowance for license renewals needs to be addressed and the 

current confusion in the roles of NERSA and the DOE need to be clarified to eliminate 

any delays.  This would require: 

 

Confirmation that NERSA as the licensing authority in terms of the current Electricity 

Regulation Act will take the decisions  

 

Agreement that the current absence of differentiation between administration of 

applications for renewals and new plants be addressed immediately by ensuring that 

the maximum timeframe of 120 days, from date of receipt of all outstanding information 

by NERSA, is not applied to the applications for renewals of STPPP contracts and that 

immediate steps be taken to proclaim different rules for the future in this regard. 

 

It is assumed that we all agree that load shedding however well managed has the 

most negative impact on the economy. Running the OCGTs as mid merit plants rather 

than peaking plants is extremely costly and it is assumed that at some point these 

costs are going to impact on future tariffs. 

 

We therefore believe that any source of power that is cheaper than the diesel operation 

of OCGTs at current levels should be exploited 

 

In this regard the following actions in addition to the extension of the STPPP beyond 

31 March 2015 are proposed: 
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It is recognised that there may be additional sources of electricity that could be 

supplied on a short term basis and that any such supply should be accessed. It is 

proposed that ways to access this power should be explored.   

In addition to the current supply under the STPPP, there is additional electricity supply 

available from some existing STPPP generators that could be on stream from 

immediately to within 3 years. 

It is proposed that where this electricity is available immediately from the current 

STPPP supplier, it be included in the short term contract as it is extended. 

Where the implementation time frame is longer than immediate and where there are 

new potential suppliers,  in order to exploit this potential source of power, a separate 

RFP for the supply of additional electricity for the next three years should be advertised 

urgently   

(Note this is in addition to the RFP for co-generation scheduled for release in February 

2015.) 

A number of suppliers (current and new) under the STPPP may wish to respond to the 

IPP Procurement RFP for co-generation which will offer longer term contracts. In order 

not to disadvantage these suppliers in the longer term contracts it is proposed that it 

be made clear during the extension of the short term contracts that such suppliers will 

also be eligible for consideration in the longer term RFP and that this be clarified in 

writing in an appropriate manner. 

In both the above short term cases, provision should be made for seamless transfer 

between the short and longer term contracts. 

The current RFP which we understand will be advertised in February 2015, only makes 

provision for supply above 5MW.  Consideration should be given to sources of supply 

below 5 MW.  See below. 

 

Gas imports 

This action should be pursued vigorously and it is proposed that a dedicated team 

should be established to work on ways to expedite achievement of the objective of 
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potential new generation capacity using gas should be pursued at the same time as 

exploring whether conversion of Ankerlig OCGT to gas would be cost effective. 

We also believe that it is important to locate these measures within the context of the 

Gas Utilisation Master Plan, which has been awaited for some time. 

 

Coal IPP 

We note that the coal IPP had been advertised, but that implementation of any project 

in terms of this process will not make a contribution to the current supply situation. It 

is also important to note that the connection of this supply to the grid would require a 

restructuring of the industry and that work on the ISMO bill should therefore not be 

delayed too much longer. 

 

Demand side management 

Scope of demand side interventions 

We note that the plan appears to restrict energy efficiency interventions to energy 

intensive users.  We do not support this restriction as this group of users has already 

achieved most of the available potential savings available to them.  We need to explore 

possibilities in all sectors.  A comprehensive submission in this regard is being 

prepared. 

 

Other demand response measures 

We believe that other demand response measures that have not yet been used, such 

as buy backs, should be explored. In this regard we would like to see the RFI in this 

regard closing on 2 February 2015 being reviewed as a matter of urgency.  We 

understand that this may require business unusual capacity and would like to explore 

how we could help without compromising competition of the ultimate bidding process. 

 

Small scale renewable generation 

The discussion document on small scale renewable generation is a welcome 

innovation and we urge that implementation be pursued vigorously.  It is recognised 

that there are a number of issues that need to be addressed to give practical effect to 

this initiative.  These include: 
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• Urgent finalisation of applicable standards (e.g. SANS 10142-3 and 10142-4) and 

other grid access processes. 

• Development and implementation of measures to minimise municipal and Eskom 

distribution revenue losses resulting from uptake of RCI PV solutions. SAREC 

supports the CSIR “net-REFIT” model. 

• Finalisation of NERSA consultation process on embedded generation and 

clarification of the regulatory and/or legal force of the outcome thereof (e.g. will 

NERSA draft regulatory rules to give effect to agreed recommendations in the 

absence of a DoE policy on embedded generation) 

• Development of appropriate tariffs to allow for and incentivise take up of RCI PV 

solutions 

• Task NERSA Advisory Forum with urgently developing specific recommendations 

regarding arrangements for third party grid access 

 

It is proposed that a task be established comprising all the relevant players to explore 

ways to fast track implementation of this initiative. 

 

Theft and non-payment 

It is proposed that curtailment of non-payment and theft should be included urgently 

in demand side measures as this makes a significant contribution to waste. 

In respect of the current incentives available to support energy efficiency, we would 

like to engage on the following measures: 

 

Eskom demand side support 

At the time of consideration of the MYPD 3 tariff application, provision for demand side 

measures was not allowed in the tariff. However it was understood that given the 

importance of demand side measures, the fiscus would make funds available to the 

DOE.  We would like to understand the status of this initiative and how we could work 

together to ensure urgent implementation. 

 

 Incentives 

We also need to recognise that the key to successful implementation of many energy 

savings measures depends on access to funding. In this regard we believe that there 
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should be engagement with government on the current incentives available for this 

purpose. 

 

Section 12L of the Income Tax Act 

We are receiving mixed response to the effectiveness and efficiency of 12L and have 

already requested an opportunity to discuss the challenges with government.   

 

Section 12I of the Income Tax Act 

We would like to discuss possible changes to 12I to include generation projects. 

 

MCEP 

Discussion is required on the scope of this incentive.  We would also like to explore a 

direct link to the energy efficiency initiative to ensure support for eligible projects. 

 

ADDITIONAL SUPPLY OPTIONS 

We believe that there is a number of potential co-generation or renewable supply 

options that could be accessed in the short term.  However it is important to have a 

more accurate estimate of what is really available, in what timeframe and what 

constraints would need to be addressed to achieve such supply. 

 

In this regard, the RFP for 800MW of co-generation which is scheduled for release in 

February 2015 needs to be confirmed.  Although potential for additional co-generation 

sources may exist, the amount and timing of such sources is not known. It is proposed 

that the RFI undertaken by the IPP office in this regard should be reviewed to get an 

idea of how much additional supply was in fact available to serve as basis for further 

discussion. 

 

The progress of a GIZ funded project which is expected to be completed at the end of 

January 2015 may be useful in this regard and findings should be shared. 

 

The grid connection issues to expedite implementation of additional supply projects 

will need attention. 
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In respect of the REIPPP initiative, it is anticipated that a total of 5 400 MW could be 

connected to the grid in the next three years.  In respect of these projects and those 

not included in the 5 400, remainder of the REIPPP, every effort should be made to 

expedite finalisation of the procurement steps to facilitate fast tracking of the 

connection date. 

 

REGULATORY AND POLICY CHALLENGES 

Business is concerned about the uncertainty around the plan that is being used to 

decide on new build decisions, particularly given the potential impact on the tariff. 

An up to date IRP should be used as the basis for making new build decisions; the 

IRP 2010 is outdated; the unapproved IRP 2013 also does not take into account more 

recent developments in the sector. An updated IRP should therefore be prepared at 

least every two years. 

 

The current application of provisions of the unpromulgated ERA amendment by 

NERSA is not acceptable and we believe that a discussion on the new generation 

regulations is imperative as they are in effect in conflict with the provisions of the 

current Act. In addition the treatment of bilateral arrangements which in our view are 

not prohibited in the regulations or the current ERA but which NERSA are treating as 

being subject to Ministerial consent, should be clarified.  This is particularly important 

in respect of small projects. 

Specific provision needs to be made to address the failure of the current NERSA 

licensing regime to effectively accommodate applications for renewal of licenses as 

would be required in respect of the extension of the STPPP contracts. 

 

Connection and use of system agreements 

The current challenges in respect of grid capacity, prohibitive costs of connections in 

some cases and excessive delays in concluding agreements needs to be addressed.   

 

Ancillary agreements to PPAs 

Conclusion of these agreements contribute to the delays in finalising connection to the 

grid and supply.  
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It is proposed that a task team be established to address these issues. 

 

LOAD SHEDDING 

Concerns had been raised by a number of different business sectors in respect of the 

approach adopted in the load shedding protocol. 

Retail:  Extreme hardship experienced by load shedding over week ends. 

Manufacturing:  Different views but many prefer longer load shedding periods less 

frequently. 

The following technical challenges to potential solutions were explained: 

The loss of the silo at Majuba, had created an additional supply constraint which would 

persist until the silo was replaced, which was estimated to take at least 18 months.  

Temporary repairs to improve the current work would take at least another four 

months. 

Need for week end load shedding: 

 Storage facilities at OCGT plants have insufficient diesel storage capacity to 

last a week. In addition we understand that there are also supply chain 

constraints.   

 EIA for transport of diesel does not allow back to back trucks and even it did 

the storage capacity is insufficient 

 Pump-storage schemes are used throughout the week to meet demand over 

peak periods, depleting their reservoirs. 

 Load shedding over the weekends is therefore necessary to give Eskom the 

required energy to replenish reservoirs at the pump-storage schemes and to 

avoid using the OCGTs so their tanks can be replenished.  We understand that 

there the replenishment is only done at off peak times. 

 

Given these challenges mechanisms to facilitate a more flexible approach to sharing 

of site generated power must be found. 

 

Although there are technical and staffing constraints to isolating areas for load 

shedding at municipal level, this is an area that should be explored. 

 

High frequency of short periods of load shedding vs lower frequency for longer periods 
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A number of municipal industrial customers have stated that they would prefer lower 

prefer less frequent load shedding for a longer period. 

 

There was a discussion about shifting working time to different parts of the week to 

address this. 

 

It is recognised that one size does not fit all and that it may be challenging to address 

all concerns. 

 

A more accurate picture of the reality would help an understanding of the constraints 

that Eskom faced and also facilitate development of solutions. 

 

A workshop is scheduled for next week to engage on what could be done to alleviate 

the negative impact of load shedding . 

 


