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2 August 2010 

 

The Hon Ms E Thabethe MP 

Chairperson: Portfolio Committee on Energy 

 

Briefing note for the Portfolio Committee on Energy on the Integrated Resource Plan 2 

 

The second Integrated Resource Plan (IRP 2) for the electricity sector that is presently under development is a 

critically important process. The IRP 2 will determine whether South Africa has adequate electricity to meet 

demand, extend access to electricity for the poor, and is able to meaningfully reduce greenhouse gas (GHG) 

emissions. Choices made in IRP 2 will affect whether the country continues on an energy intensive path or charts 

new routes to equitable, socially and environmentally sustainable development.  

 

The government of South Africa, and the Department of Energy (DoE) in particular, have made important efforts 

over the past months to engage stakeholders in the development of the IRP 2,  although there have been many 

constraints and challenges. The essence of the process to date can be summarised as follows: 

 

• DoE with guidance from the Inter-Ministerial Committee (IMC) on Energy and with the support of a group of 

technical advisors developed a set of draft assumptions to underpin a set of models for how to meet future 

electricity needs 

• Non-governmental stakeholders were given an opportunity to comment on the draft assumptions 

• Revised assumptions have been disclosed by the DoE on their website on 22 July 2010. It has been proposed 

that the revised assumptions will be input into the modelling process to produce a number of “scenarios” 

for meeting future energy needs. The public will then be consulted on those scenarios 

 

We take note of a number of positive recent developments: 

 

• The DoE in consultation with NERSA on 7-8 June 2010 hosted a public hearing to seek stakeholder feedback 

on the technical assumptions that should inform IRP 2  

• A website was established to share information about the IRP 2 process with the public1 

• The DoE publicly disclosed the names of the technical advisors that have been guiding the IRP 2 modelling 

process  

• Official responses to some of the comments received on IRP 2 were included in the revised assumptions that 

it is proposed will be input into the modelling process  

                                                           
1
 We do also, note, however, a majority of South Africans lack easy, affordable access to the internet. 
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• The timeline for completing the IRP 2 has been extended through to November 2010,  although the schedule 

remains very tight given that many steps of the process have yet to be taken 

 

We attach for your reference, Idasa’s submission on the original IRP 2 parameters which were disclosed for 

public comment in May 2010. Some of these comments have been addressed in the revised assumptions 

disclosed by DoE.  The following issues could benefit from the attention of and consideration by Parliament:  

 

Prioritisation of energy efficiency and demand side management measures in IRP 2 

 

Energy efficiency and demand side management measures are widely understood to be the least expensive 

options for meeting energy needs, and can contribute important environmental and social benefits as well. The 

IRP 2 process must emphasise energy efficiency.  

 

The draft IRP 2 assumptions (May 2010) proposed to seek an 8% improvement in energy efficiency. The revised 

assumptions model a set of interventions that could be implemented and estimate the potential savings from 

those interventions, and envisage a relatively modest potential for energy savings of 254 MW in 2010, increasing 

to 3 422 MW per year in 2020.  

 

South Africa’s Energy Efficiency Strategy sets an economy wide energy efficiency target of 12%. A review of the 

strategy was published as recently as June 2009, and the DoE then concluded that there was scope to scale up 

ambition and improve implementation, and set an electricity sector-specific target of 15%.  

 

Furthermore, we would note that the consumption of electricity is likely to reduce significantly in response to 

increases in electricity prices that have recently been approved by NERSA.  

 

• Supporting a 12% economy-wide improvement in energy efficiency 2015, consistent with current 

government strategy, would seem to be an appropriate minimum aspiration of all IRP 2 scenarios. 

• An “enhanced energy efficiency” scenario should seek to realise improvements in energy efficiency that 

are greater than those to which the existing energy efficiency strategy aspires. The IRP should provide a 

framework that encourages ambitious action to improve energy efficiency and reduce electricity 

consumption. 

 

Questions for Parliament to consider:  

 

• How will IRP 2 ensure that at least the 12% economy wide improvement in energy efficiency sought in the 

energy efficiency strategy is achieved? 

• How will reductions in electricity consumption, which are likely to result from the recent increases in 

electricity tariffs, be reflected in the demand forecast and IRP 2?  

 

Proposed technology costs must be interrogated, particularly the costs of nuclear energy 

 

The costs of various options for generating new electricity supply will be central to the IRP 2 modelling process.  

An international comparative study by the Electricity Policy Research Institute, a think tank for the utility 

industry based in the USA, has provided the data to inform the IRP 2 modelling process.  For the most part, the 

proposed cost estimates seem to be within the range of international norms. However, the proposed costs of 
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nuclear power seem to be significantly lower than international experience and studies suggest.2  An overnight 

capital cost of ZAR 26 575 for new nuclear power has been proposed, which seems quite low compared to 

recent international experience. The most recent review of electricity costs from the International Energy 

Agency and the OECD Nuclear Energy Agency, for example, shows that the costs of nuclear power vary greatly 

from country to country, from a low of ZAR 11 500 in Korea to a high of ZAR 43 000 in Switzerland.3 The majority 

of the facilities surveyed incurred overnight capital costs significantly higher than the proposed ZAR 26 575.   

 

• The costs of all technologies must be estimated as accurately as possible so that realistic decisions can be 

made about what will constitute least cost investments.  

• At a minimum, all relevant recent international experience with nuclear power must be considered, and 

take into the account that the costs of new electricity infrastructure in South Africa have tended, in recent 

years,  towards the higher end of the international spectrum of costs. 

• A more accurate basis for estimating the future cost of nuclear power might be to review the responses to 

Eskom’s most recent tender for nuclear energy. 

 

Questions for Parliament to consider: 

 

• How are the costs of nuclear energy being treated in IRP 2 modelling?  

• What kinds of cost estimates did Eskom receive in response to its most recent tender for nuclear power, and 

how do these compare to the estimated costs of nuclear power being used for IRP 2 modelling?  

• Given that there is a high degree of uncertainty around estimated technology costs, what measures will be 

taken to address this? Will the models be run to test sensitivity to different cost ranges (i.e. will technology 

cost sensitivity analyses be run?) 

 

Positioning South Africa to receive international support for actions that mitigate climate change  

 

Decisions about how to meet electricity needs will affect whether South Africa is able to reduce its GHG 

emissions. The carbon intensive coal-fired electricity sector accounts for a large proportion of the country’s GHG 

emissions. In the Copenhagen Accord, developed countries committed to mobilise $30 billion in fast start 

financing by 2012 with a view to raising an additional $100 billion per year over the longer term. By many 

accounts, the fast start financing has already been mobilised. These resources are scarce and will go to those 

countries which are ready to take ambitious steps to transition to a low carbon development path.  South Africa 

has been a first mover, seeking financing from the Clean Technology Fund administered by the World Bank and 

other multilateral development banks for wind, solar and energy efficiency programmes.  

 

• Investing in renewable energy and energy efficiency has the potential to open up important new 

opportunities for economic development, jobs and livelihoods over the long term. Well implemented 

energy efficiency programmes may in fact be able to reduce the costs of energy, including for the poor, 

and extend access to necessary energy services, especially for poor communities that are not presently 

served by the grid.  

• South Africa will be able to raise the resources it needs to finance a transition to a low carbon future only 

if it can demonstrate to the international community that it has done the hard work to identify viable 

programmes in the electricity sector that can significantly reduce future GHG emissions.  

                                                           
2
 Idasa is in the midst of coordinating a more detailed review of these proposed costs. This review is presently undergoing expert peer 

review – we would be glad to share the completed version with any interested parties. 
3
 International Energy Agency and the Nuclear Energy Agency, Projected Costs of Generating Electricity – 2010 Edition. IEA and OECD 

Nuclear Energy Agency, 2010, Paris. See: Table 3.1 



 4

• The IRP 2 should position South Africa to attract financing from the international community for 

ambitious actions to mitigate greenhouse gas emissions in the electricity sector through the deployment 

of renewable energy technologies and energy efficiency.  

 

Questions for Parliament to consider: 

 

• How can we ensure that the IRP 2 supports the development of vibrant new industries in renewable energy 

and energy efficiency?  

• How will the IRP 2 ensure that South Africa is well positioned to receive international financing to help 

developing countries respond to climate change in the future?  

 

Choosing an IRP scenario 

 

There is a need to clarify which scenarios are going to be modelled and why these scenarios have been selected.  

There is also a need for some basis for evaluating the scenarios that emerge from the IRP 2 modelling process. 

Clear criteria are needed for assessing the scenarios. There must be transparency about these criteria, the basis 

on which they have been selected, and how they have in turn been applied. The relevant questions in making 

such decisions are not just technical: they have profound implications for what kind of economic, social and 

environmental future South Africa envisions for itself.  

 

• The National Planning Commission (NPC), whose role and mandate is to help develop a long term 

development future for the country, could be entrusted with identifying the objective criteria against 

which the scenarios that emerge from the IRP 2 modelling should be assessed. 

• The NPC could develop these criteria in consultation with Parliament, other government agencies, and 

other stakeholders, and provide a framework for evaluating available options. A role of this nature for the 

NPC in energy planning in South Africa could be institutionalised in this way. 

• If the NPC currently lacks this capacity, it could consider enlisting support from academia and civil society. 

 

Questions for Parliament to consider: 

  

• Which scenarios are going to be run through the modelling process? On what basis have these been 

selected?  

• By what criteria should these scenarios be assessed?  

•  Who should be involved in setting these criteria and applying them to the scenarios?  

 

The IRP 2 must be conditional on the outcomes of the IEP, and the IRP must be iterative, and reviewed on a 

regular basis 

 

The IRP 2 is getting under way at the same time as a number of critically interlinked policy processes. 

Specifically, the DoE has committed to developing an Integrated Energy Plan (IEP) in 2010. In addition, the 

current renewable energy white paper (RE-WP) review is expected to result in a revised renewable energy 

policy. Finally, a review of the national energy efficiency strategy has also been announced. A national climate 

change policy, an industrial policy action plan, and a rural development policy are also being developed 

concurrently. Parliament has a critical role to play in ensuring coherence and coordination between these 

processes.  
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As the DoE has noted, the IRP 2 would ideally be informed by an Integrated Energy Plan (IEP), since decisions 

about how to meet the country’s energy needs will affect what share of those needs should be provided for 

through conventional electricity services.  

 

In any case, a clear, transparent and inclusive process is essential for monitoring progress in implementing the 

IRP 2, and for making necessary adjustments. 

 

• IRP 2 should be considered provisional until the Integrated Energy Plan has been developed. 

• Progress towards implementation of IRP 2 must be assessed every year, and adjustments in course made 

to respond to the many anticipated changes in the policy and factual context. The preparations for 

developing IRP 3 should begin now.  

• Provisions must be made to ensure that government and Eskom in particular have the flexibility to make 

necessary adjustments in course.  

 

Questions for Parliament to consider: 

 

• At what stage is the process for developing the second Integrated Energy Plan and the Renewable Energy 

White Paper? What kinds of provisions for ensuring transparency, public participation and accountability in 

developing the IEP and the RE White Paper are anticipated?  

• What is being done to ensure that these processes (IRP, RE White Paper, IEP, amongst others) inform each 

other?  

• What provisions are being made for IRP 3? 

• What role can Parliament play in supporting government to put in place such processes?   

 

 

Conclusion 

 

Finally, we want to recognise the vitally important role that Parliament can play in supporting government to 

undertake transparent, inclusive and accountable decision-making processes in the energy sector.  Meetings of 

this nature provide an important opportunity to support reflection on the choices and stakes at hand, and make 

decisions that uphold long term public interests.  

 

Idasa’s work on this topic builds on its ongoing work on the Electricity Governance Initiative in South Africa. We 

welcome the opportunity to continue to work with Parliament and government to support better governance of 

the electricity sector.  

 

For more information please contact: 

Gary Pienaar 

Senior Researcher: Economic Governance Programme, Idasa  

gpienaar@idasa.org.za  

 


