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WHAT ARE IPPS
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What is an IPP?

IPP 

Company

Foreign 
shareholders

South African 
shareholders

% BEE 
shareholders

Community 
Trust

“Independent Power 
Producer” or “IPP” 
means any person in 
which the Government 
or any organ
of state does not hold a 
controlling ownership 
interest (whether direct 
or indirect), which 
undertakes or
intends to undertake 
the development or 
creation of new 
generation capacity 
pursuant to a
determination made by 
the Minister in terms of 
section 34(1) of the Act.
NEW GEN REGS

Procuring electrons from private sector producers 

“new generation capacity” means electricity or electricity capacity sold or made available, or 
generation capacity connected, to the national transmission power system or an 
interconnected distribution power system, pursuant to a determination in terms of section 
34(1) of the Act, which is derived from―
(a)   new generation facilities;
(b)  an expansion of existing generation facilities;
(c) existing generation facilities not previously supplying electricity to the national 
transmission power system or an interconnected distribution power system;
(d)  existing generation facilities through an extension of any existing agreement for the 
purchase of electricity capacity or electricity for an additional supply period to be defined in 
the power purchase agreement, or through entering into a new power purchase agreement 
for a supply period to be defined in terms of such new power purchase agreement; or
(e)   demand side reduction measures, including aggregation, management of demand side 
reduction, or energy efficiency measures;”.



WHY IPPS?
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Why IPPs?

• IPPs can play an important part in providing new 
energy capacity – deferred capital expenditure

• Provides ALL the funds for the construction and 
operation of the power plant 

• Bears ALL the construction risks of the project 

• 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 the duration of the PPA

• Only starts recovering its investment when the 
power plant starts generating power. 

• Charges pre-determined and predictable prices

• Bears ALL the risk of reduced revenues when the 
power plant is not operational or produces less 
power. 

• Commits upfront to economic development 
targets 

(IPP Office Presentation)

Efficient

On -
time

Within 
budget



POLICY AND REGULATORY 
FRAMEWORK
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POLICY FRAMEWORK

National Development Plan (NDP)

• Identifies long-term plans to meet SA’s 
economic, social and environmental 
needs. Energy infrastructure is a critical 
component for economic growth.

• The NDP proposes diversity and 
alternative energy resources and 
energy supply options, both in terms of 
power generation and the supply of 
liquid fuels.

---------------------------------------

• 1998 White Paper

• Long-term (2050) Integrated Energy 
Plan being developed -informed by key 
sectoral Masterplans and Road Maps 
(Gas, Liquid Fuels, Electricity).

• Integrated Resource Plan (IRP) for 
electricity

• The  IRP requires a specific generation 
mix to meet  the electricity needs and 
informs Ministerial Determinations on 
energy capacity. 

REGULATORY FRAMEWORK

• Electricity Regulation Act, 2006 
(Act No. 4 of 2006), as 
amended (“ERA”)

• Electricity Regulations on New 
Generation Capacity 
(“NewGen Regs”)

• National Energy Act, 2008 
(“NEA”) (Act No. 34 of 2008) -
requires development of IEP

• National Energy Regulator Act, 
2004 (Act No. 40 of 2004) 
(“NERA”) Integrated Energy 
Planning  (IEP) Processes

- New Determinations on the IPP 
Procurement Programmes

Policy and Regulatory Framework



Policy and Regulatory Framework -
Munis
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Changing structure of SA’s ESI



IPPPP PROCUREMENT DESIGN, 
PROCESS & REQUIREMENTS –

REIPPPP EXAMPLE
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Stages in each Bidding Window

Two step process -

criteria for preferred 

bidder selection

Contractual Phase Implementation 

Phase

Procurement Process – REIPPP 

(IPP Office Presentation)



13

• Requirements

• Rules

RFP Part A • Environment

• Land 

• Economic 
Development

• Finance

• Technical

• Price

• Capacity

RFP Part B

Qualification

• Price (70%)

• Economic 
Development 
(30%)

RFP Part C

Comparative 
Evaluation

Procurement Process – REIPPP 

3 part 

competitive 

process:

Procurement Pack 

Power Purchase Agreement 

Implementation Agreement

(IPP Office Presentation)



Procurement Process – REIPPP 
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QUALIFICATION: 

• Secured land rights to the site

• Certain permits in place, most notably 

environmental authorisation

• Project structure finalised, complete with 

technology suppliers, financiers (both 

equity and debt); including BEE 

ownership

• Fulfilled a range of technical requirements 

such as a yield assessment (not< 12 

months of measurements or data) 

• Met minimum ED requirements such as 

job creation / localisation; 

• Offered tariff that is = or < the technology 

tariff cap R/kWh (if applicable) and 

• Provided a bid guarantee to Government. 

• 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.

EVALUATION PREFERRED 

BIDDERS

• Preferred 

Bidders 

selected

• BAC to 

approve

• Licence

application to 

NERSA within 

14 days of 

appointment 

with required 

docs attached

(IPP Office Presentation)



Contractual Arrangements – REIPPP 
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Munis

?(IPP Office Presentation)
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NT: CSP NEXT STEPS
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Outcomes of High-Level Note



Readiness of 
metros for IPP 
Procurement

National level: 
framework and 
design of 
national and 
municipal IPP 
Procurement 
Programme

Sustainable 
Muni 

Energy
• Clarify and understand the challenges 

experienced by munis in the legislative process 
for IPP Procurement

• Understand the New Gen Regs and its 
implications for muni IPP Procurement

• Support to proposed intergovt Sustainable 
Muni Energy Working Group for strategic input, 
collaboration and alignment  

1

2

• Significant on the ground work to be 
undertaken such as grid impact studies, CoS
studies

• Capacity building
• Sound financial standing requirements

19

Outcomes of High-Level Note



Steps underway

Concept design

NT CSP assistance: 

Readiness of metros 
for procurement of 
new generation 
capacity 

National Level: 
framework and 
design to facilitate  
procurement of new 
generation capacity

ACTIVITIES UNDERWAY

Facilitated 
introductions with e.g. 

IFC for technical 
assistance to metros

Capacity building 
initiatives

Conduct / update CoS
studies, grid impact 

studies, energy 
strategies and master 

plans etc. 

Legislative roadmap for  different scenarios:
A. National Municipal IPP Procurement Programme (assumed as being similar to the Renewable Energy Independent Power Producers 
Procurement Programme (“REIPPPP”)  with necessary differences which would be applicable to municipalities);
B. Municipal IPP Procurement Programme (IPP is located within the municipality) where the municipality would be the procurer and the 
buyer with potential IPPs located within the municipality;
C. Municipal IPP Procurement Programme (IPP is located within the municipality on a municipal owned site) where the municipality would 
be the procurer and the buyer with potential IPPs bidding for a project to be located on municipal land;
D. Municipality own generation whether in the municipal jurisdiction or outside the municipal jurisdiction; 
E. Municipality owned generation that is able to supply surrounding municipalities
F. Multi-buyer where municipality is one of more than one buyer; and
G. A pool of municipalities purchasing from one IPP or a pool of IPPs 
H. Other 

Support to proposed intergovt Sustainable Muni Energy Working
Group for strategic input, collaboration and alignment on muni
energy issues including muni IPP Procurement process

Working with internal NT working group and DMRE on
proposed amendments to New Gen Regs of ERA – awaiting
update

Assistance to clarify and to understand the challenges experienced by metros in the 
procurement process

Legal and regulatory project to undertake a gap analysis as well as outline the legislative process, providing clear guidance on
procurement by municipalities – will be issued as a MFMA circular

Designing IPP Procurement Programme

Fiscal Framework 

ToR - alternative models 
for clean energy 
investment not reliant 
upon fiscal support 
through the use of 
government guarantees

Considerations

PPA, 
Implementation 
Agreement(?), 
Direct Agreement, 
Connection 
Agreements

Agreements

• Lessons learnt from REIPPP
• Understanding stumbling blocks for private 

sector investment
• Understand risk allocations & mitigations 

Exploring incorporating a different regime e.g. 
CfD

• Requirements & rules
• Legal requirements
• Financial
• Technical
• ED 
• Comparative evaluation – price/ED



Muni Procurement of New Gen Capacity

Climate change mitigation

Deferred capital expenditure 

Cohesive localised 
economic development, 

socio-economic 
development, enterprise 

development and 
development of women 

and youth
Procure at a cost equal to or 
lower than Eskom/ value for 

money 

Retention of grid connected 
customers

Capacity building and a 
rolling programme

Depending on site, 
productive use of land 

Benefits of IPP Procurement in Municipality Considerations

Clear and coherent policy 

Sound financial standing of municipalities – no 
government guarantees

Bankable projects, equitable risk allocations

Competitive, transparent, efficient process

Value for money

Institutional capacity and rolling programme
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