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Introduction 

There are few processes with implications as far reaching as the process for developing South Africa’s 

second integrated resource plan (IRP 2) for the electricity sector that is currently under way. Decisions 

around how much electricity South Africa needs and how to meet those requirements have major 

implications for all sectors of South African society and for all South Africans. They will determine 

whether the country has adequate electricity to meet demand, extends access to electricity for the 

poor, and reduces GHG emissions. Choices made in IRP 2 will decide whether South Africa continues on 

an energy intensive path or charts a new route to equitable, socially and environmentally sustainable 

development. These decisions will also impact on the intense debate over an evolving vision of what 

type of economy and society South Africans choose for their shared future and for succeeding 

generations. 

Idasa’s engagement on this issue builds on its ongoing work on the Electricity Governance Initiative of 

South Africa.1 Its objective is to raise awareness of the issues at hand, and to provide constructive 

suggestions to enhance this crucially important policy process. This policy brief presents an initial 

overview and discussion of some of the core assumptions that were disclosed by the Department of 

Energy (DoE) on 12 May 2010 for public feedback and comment, and is largely based on Idasa’s 

submission to the DoE during this process.  It first reviews the draft assumptions on electricity demand, 

and then the supply side assumptions. It concludes with reflections on the governance of electricity 

planning in South Africa, and makes the case for an indicative and iterative approach to electricity 

planning, with an emphasis on the processes and institutional capacities that will support effective 

implementation of the IRP over the long term.   

It draws on insights from a workshop on international experiences with integrated resource planning 

organised by Idasa and the WRI on 21 May 2010 in Cape Town that included experts from the US, Brazil, 

                                                           
1
 See research report: Shedding a Light on the Electricity Sector: The Governance of Power, Idasa February 2010  
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Mexico and India. It also builds on discussions with civil society groups across South Africa organised by 

Idasa, the Energy Research Centre (ERC) at the University of Cape Town, the Southern African Faith 

Communities Environmental Initiative (SAFCEI), WWF South Africa and WRI during May 2010 in 

preparation for the IRP 2 consultation process.2  

Context 

The IRP process is required by the regulations on new generation capacity promulgated by the 

Department of Energy (the Department or DoE) in August 2009 under the National Energy Regulation 

Act of 2006.3 The National Energy Act of 2008 mandates an Integrated Energy Plan (IEP) to be developed 

every year that will review the full energy supply chain, including liquid fuels as well as electricity.  

Last year, as it sought a 45% price increase from the National Energy Regulator (NERSA), 4  Eskom came 

forward with an ambitious proposal to double South Africa’s electricity generation capacity by 2028 by 

building a fleet of coal and nuclear power plants.5 Government quickly recognised the high economic, 

social and environmental stakes associated with making such choices.6 At the end of December 2009, it 

approved an abbreviated and interim 5 year plan, seeking to address immediate term needs to bridge 

the looming gap between electricity supply and demand, pending promised consultations with 

stakeholders including industry and civil society.7 An inter-ministerial coordinating committee (IMC) on 

energy, chaired by the Department of Public Enterprises and led by the Department of Energy and the 

National Treasury, has also been established to help guide this process.8  

As of May 2010, Government has taken the important step of consulting stakeholders on both the 

assumptions that go into the IRP2, as well as a range of options for the plan itself. However, the process 

                                                           
2
 More information on this effort to raise awareness of the IRP 2 process and capacitate stakeholders to engage in 

this process is available online at http://wordpress.irp2.com  
3
 It should be noted that there appears to be some legal uncertainty concerning whether the New Generation 

Capacity Regulations of 5 August 2009, promulgated in terms of the Energy Regulation Act of 2006 (as amended) 

exclude nuclear power from the ambit of the IRP process. At the Department’s public hearings on the IRP2 on 7-8 

June 2010, a Departmental representative advised that the provision should be understood as meaning that 

nuclear energy is excluded from being part of the IPP process, but not from IRP 2. In other words, it seems that if 

the DoE decides that the IRP2 will include electricity generation from nuclear energy, government will be the only 

lawful participant in the sector. The provisions of these regulations are discussed further in an appendix to this 

brief. 
4
 Richard Calland and Gary Pienaar, “Left in the Dark, the public could pay a heavy price for decades”, Business 

Day, 2 Dec 2009. Online: http://www.businessday.co.za/articles/Content.aspx?id=88535  
5
 Unpublished Draft Integrated Resource Plan for Electricity in South Africa, 23 September 2009 available at 

http://www.mg.co.za/article/2010-01-08-eskoms-secret-tariff-plan-revealed  
6
 Richard Calland, Saliem Fakir and Leonard Gentle, “Tackling the elephant”, Mail & Guardian Dec 18 2009. Online: 

http://www.idasa.org.za/gbOutputFiles.asp?WriteContent=Y&RID=2759  
7
 Public consultation in the policy-making process generally is required by section 195 of the Constitution, 1996, as 

elaborated in the Promotion of Administrative Justice Act, 2000, as well as by the 2006 Energy Regulation Act, the 

2008 National Energy Act, and the National Environment Management Act, 1998, when environmental, social, 

health, economic and other considerations arise. 
8
 “SA outlines consultation process for 20-year energy plan” http://www.engineeringnews.co.za/article/sa-

outlines-consultation-process-for-20-year-energy-plan-2010-04-01 
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of drafting and consulting on IRP 2 has been gravely delayed, though the intent to undertake such a 

process was made clear early this year.9  

The Department of Energy also recently announced that the process for developing the first IEP would 

get under way in 2010.10 The IRP must necessarily both inform and be informed by a broader plan for 

energy needs that would emerge from the IEP process11, even though the two processes are presently 

on separate tracks. At the same time the Government is also undertaking a required review12 of 

progress towards implementation of the renewable energy policy white paper of 2003 and considering a 

new policy, while also developing a climate change policy, an industrial policy action plan, and a rural 

development policy. All of these processes are of course closely linked to the IRP (see box 1). In addition, 

the National Planning Commission has been established and has recently begun work to address, in an 

integrated and coordinated way, the long term challenges of planning and economic development 

confronting South Africa. Mechanisms to ensure coordination and alignment amongst these various 

processes will need to be identified. There remains also an urgent need for greater clarity on the process 

by which the IRP 2 is developed.  

Box 1: IRP Relevant Policy Processes Underway in 2010 

• Renewable Energy White Paper 

• Integrated Energy Plan 

• Climate Change Policy 

• Industrial Policy Action Plan  

• National Planning Commission 

• Rural Development Policy 

 

The Draft IRP 2 Assumptions  

The internationally understood and accepted meaning of an Integrated Resource Plan is that it  

considers all options for providing energy services that could be provided by electricity, and makes 

provision for the supply these services at least economic cost and with greatest economic benefit, 

together with consideration of environmental factors. Energy efficiency is viewed as an important 

resource in such a process, and is modelled carefully as an alternative to building new electricity supply. 

This approach is not yet taken in the draft IRP 2 Assumptions that have been presented for comment.  

We have focused attention on issues related to how to use existing electricity resources better and to 

minimise expensive new investments in electricity supply through improved energy efficiency and 

demand side management. Table 1 presents a summary of all of the assumptions that are presently 

                                                           
9
 For example, representatives of the Department of Energy , at a meeting to launch the EGI South Africa report 

hosted by Idasa in Cape Town on 19 Feb 2010, expressed their intent to complete the IRP 2 planning process by 

June 2010. See also http://www.engineeringnews.co.za/article/public-consultation-on-irp2-to-begin-in-april---doe-

official-2010-02-19  
10

 2010 Budget speech by Ms. Dipuo Peters, MP, Minister of Energy, Old Assembly Chamber, Parliament, Cape 

Town, 20 April 2010 http://www.info.gov.za/speeches/2010/10042017151001.htm  
11

 Section 6 of the National Energy Act, 2008 
12

 Renewable Energy Policy White Paper, 2003, Part 11. ‘The Way Forward’ at page 43. Government Gazette No. 

26169, 14 May 2004. 
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being considered for the IRP 2. Given significant information and scope constraints, we do not provide a 

comprehensive review of all of the proposed assumptions.  

 

Table 1: Summary of Parameters Provided in the IRP2 Stakeholder Information Pack 

ID Parameter Purpose  Value 

Demand Inputs 

D1 Demand (Energy & 

Maximum Demand) 

Forecast 

To project the total quantity of energy 

demanded from generation. This includes 

sales to all electricity users, self consumption 

and transmission and distribution losses, and 

reflects the peak demand (annual maximum 

demand). 

No value given:  

proposes to use high, 

medium and low 

forecasts. States that the 

forecast is contingent on 

GDP and energy 

intensity parameters.  

D2 Gross Domestic 

Product (GDP) 

To project the rate of economic growth in 

conjunction with energy intensity of the 

economy. The rate accounts for GDP growth 

affected by an increasing price of electricity, 

international market demand for domestic 

resources (especially mined resources), and 

domestic infrastructure constraints and skills 

shortages. Policy will not allow for electricity 

supply to constrain GDP growth in any sector. 

Low- moderate- and 

High Forecasts range 

between 2.7% - 5.3% 

D3 Electricity Intensity – 

Short Term 

To inform the relationship between GDP 

growth and the growth in demand for 

electricity given the nature of the economy. It 

is currently highly energy intensive (usually 

measured by kWh/GDP but in this case a ratio 

of 3:2 is given for electricity intensity: GDP 

growth), and is not likely to be changed in the 

short term (<10yrs). 

The ratio of 3:2 (a 3% 

GDP growth 

equates to a 2% 

electricity growth) is 

expected to remain 

unchanged 

D4 Electricity Intensity – 

Long Term 

To inform the relationship between GDP 

growth and the growth in demand for 

electricity given the nature of the economy in 

the long-term (>15yrs). This anticipates policy 

led increased investment in less energy 

intensive industries and moving from an 

economy dominated by the primary tradable 

sectors towards a ‘balanced’ economy. Policy 

will not however apply disincentives, which 

limit the electricity supply to any sector that 

constrains GDP growth. 

A change from the 

current ratio of 3:2 to 

2:1 is expected over the 

next 15 years or more.  

D5 Price Elasticity of 

Demand 

To determine the impact of electricity price 

increases on demand. This includes the impact 

on EE initiatives, fuel switching and the level at 

which self generation becomes viable. There is 

limited data on elasticity in SA the price of 

electricity has not changed significantly in the 

past, measuring price elasticity will only really 

0.002  

(ie for every 100% 

increase in price 0.2 % 

decrease in demand) 
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be possible in 2 years time. 

D6 Demand side 

management (DSM) 

To reduce the climax of peak demand 

experienced daily through load shifting 

(“flattening the load curve”) and to reduce 

overall demand through increased energy 

efficiency. 

No defined budget but 

related to avoided costs 

of new generation 

capacity. 

D7 Energy efficiency  To cope with increases in electricity prices, and 

to reduce carbon and energy footprint. Firms 

will naturally seek energy efficiency solutions 

to increasing electricity costs by reducing 

kWhr/production unit. 

A max. average 

improvement of  8% by 

2015 (base year: 2000) 

D8 Demand Market 

Participation (DMP) / 

Demand Reductions 

(DR) 

To provide the system operator with the 

ability to request DR over certain periods 

(seasonally/daily/hourly) in the face of 

excessive demand, in order to achieve a cost 

effective balance between generating more 

electricity vs. reducing the demand for 

electricity. Market participation in reducing 

demand levels shares the responsibility 

burden. 

No set target because 

capital investment costs 

and price range payable 

to participants are not 

provided by Eskom. 

 

3000MW at 8% load 

factor or alternatively 

1000MW at 20-35% load 

factor. 

D9 Energy Conservation To target consumer behaviour and instil 

energy consciousness by driving awareness of 

conservation measures. Customers can 

register their normalized reference 

consumption (NRC) in order to receive benefits 

from energy savings. 

Not specified. Intention 

to implement stepped 

block tariffs mentioned. 

D10 Own Generation To promote a multitude of benefits when 

considered more as a demand side response 

than a separate generation technology 

category. For modelling purposes, this will 

form part of the non-utility generation 

portfolios in the IRP, such as the MTPPP or 

Multi- Site Base Load Program. 

At least 600MW will be 

modelled; 1800MW of 

potential identified 

Supply Inputs 

S1 Cost of Unserved 

Energy (COUE) 

Measured in Rands per kWh this allows the 

system operator to plan and prioritise 

investment in electricity generation supply 

that avoids the costs of unsupplied energy for 

the economy as a whole. 

R 75/ kWh 

S2 Reserve Margin To improve reliability of supply in the face of 

possible unplanned equipment outages and 

fluctuations in demand, as well as reserve 

capacity for planned outages. The size of the 

reserve margin is dependent upon the 

combination of reliability of generation 

technology and diversity of supply – 

decentralised or centralised.  

15%  

S3 Discount Rate To give the net present value for investments, 

which span many years in lead times and 

operational years. High-rates literally discount 

Sensitivity analysis will 

be conducted on 

discount rates at 
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future expenditure because money is valued 

more now than in the future, and hence costs 

to be borne by future generations are also 

discounted. 

different levels, e.g. 

15%, 10%, 3% and 0%. 

S4 Renewable Energy 

(RE) 

By setting a target for RE portion of energy 

generation mix, the dependence on fossil fuels 

can be reduced – improving supply security 

while simultaneously achieving mitigation of 

Climate Change objectives. Intermittency is 

regarded as a major problem of RE. 

No final value given. 

Possibly between 5 – 

30% 

S5 Exchange Rate To forecast the affect of the costs of 

generation technologies and the costs of 

imported fuels (affecting life cycle costs of 

generation). Assumed to be constant over the 

period given. 

$/R 9.50 

Euro/R 13.18 

Yen/R 0.10 

Pound/R 13.81 

S6 Cogeneration Although this input has a net impact on 

electricity demand (such as the demand 

parameter: own generation), the aggregated 

contribution to supply is calculated from the 

perspective of supply-side investment. 

Potential of 1150 MW in 

next 3yrs from over 10 

identified industrial 

users, but a feed-in-tariff 

is not modelled for 

cogeneration to achieve 

a further 2000MW over 

the period 2012-2020. 

S7 Nuclear To detail the options to increase nuclear base 

load power in line with government’s 

aspirations for a change in the generation mix.  

Assumptions not 

included. Costs to be 

determined “case-by-

case”. 

S8 Imports The cost of imports includes transmission costs 

up to the border. Imports contribute to 

security of supply through Power Purchase 

Agreements between South Africa and 

neighbouring countries in the SADC region.  

Life-cycle costs are given 

in the GLCC data per 

option. No limit to 

portion of generation 

mix is given. 

S9 Generation Life Cycle 

Cost – IRP 2010 Input 

Parameter 

information sheet– 

provide a unique 

sheet per technology 

Using the levelised cost formula, all generation 

options can be compared. Depending on 

comparability and reliability of data sources, 

this method allows for objective comparison. 

A study of costs per 

technology by EPRI has 

subsequently been 

released on 7 June 2010. 

S10 Generating Plant 

Location 

The considerations of transmission 

infrastructure (whether it needs to be 

upgraded), and water infrastructure are 

required when calculating the many associated 

costs of supply options for comparison. 

Shall not be included in 

IRP2 modelling. 

S11 Generation Mix This is usually an output of modelling an 

optimal generation mix. When a 

pre-determined Generation Mix is imposed, 

the expansion plan will have a higher cost, 

however this allows optimisation given 

external objectives – such as the preference 

for baseload capacity. 

Based on historical 

generation mix.  

S12 Funding & Financing  To indicate available funding options/financing  
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solutions which account for the associated risk 

in making such investments. 

Externalities 

Ex1 Climate Change To cater for the “Required by Science” 

scenario developed and adopted by DEAT, 

limits on CO2 emissions are desired to 

internalise the cost of CO2 emissions from 

energy consumption upon the environment 

causing Climate Change.  

A limit of 275 Mt of CO2 

emissions per year by 

2025 for the electricity 

sector has not yet been 

finalised or 

disaggregated.  

Ex2 Carbon Tax In support of DEAT’s approved “Required by 

Science” scenario, National Treasury is 

committed to applying a carbon tax to 

internalise the cost of CO2 emissions from 

energy consumption upon the environment 

causing Climate Change.     

Starting at R100/ton of 

CO2 (2003 Rands) and 

escalating to R750/ton 

of CO2 over a 50 year 

period. 

Ex3 Water The water requirements and costs per 

generation technology and/or plant vary and 

must be accounted for in terms of 

infrastructure according to location (which is 

not considered in the IRP2 modelling) and 

quantity demanded (especially in South 

Africa’s relatively water scarce environment). 

Only water 

requirements per 

components of coal 

systems are given and 

range from 0.1 to 1.9 

l/kWh. These issues are 

addressed in more depth 

in the EPRI study. 

 Ex4 Distribution 

Infrastructure 

Variable costs are given for new decentralised 

generation plants and fixed costs are given for 

new centralised generation plants to account 

for differences in transmission and distribution 

infrastructure requirements per technology 

and/or plant. 

Shall not be included in 

IRP2 modelling. 

Outputs 

Output 

1 

Base Scenarios To provide scenario options given the context 

of current plans and commissioned projects 

already underway: Medupi, Kusile (both coal 

power plants), Ingula (pumped storage) and 

final return-to-service (RTS) projects. It also 

assumes DSM is successful and does not 

internalise aforementioned externalities. 

1) Least Cost Option 

(also Reference Case),  

2) Emissions Cap, 

3) Carbon Tax,  

4) Policy on Regional 

Development,  

5) Nuclear,  

6) Policy Adjusted 

Scenario,  

7) Final Recommended 

IRP 

Output 

2 

Generation Cost Cone This parameter only relates to Eskom’s costs 

(excluding transmission) and does not address 

tariff structures. This is a final measure to 

adjust plans relating to costs of supply (such as 

carbon tax or externalities) according to 

affordability preferences/objectives. 

Can only be measured 

after modelling is done. 

Output 

3 

Rate of Inflation To be determined by price cones measured 

after modelling is done, and will inform policy 

makers of the impact of increasing electricity 

prices on the economy through inflation. 

Estimate between 6 - 8% 
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Demand Side Inputs   

Demand (Energy & Maximum Demand) Forecast 

No data has been made available to allow an interrogation of the projected electricity demand, a pivotal 

assumption upon which the plan will be constructed. It is therefore impossible to ascertain how much of 

that electricity demand the IRP is planning to meet. An illustrative example only has been included in 

parameter D1 (Energy and Maximum Demand Forecast). Idasa has previously raised the need for the 

full details of and basis for the Eskom demand forecast to be disclosed in the context of its MYPD 2 

application. The importance of disclosure of such information as a standard practice has been echoed by 

independent reviews as well.13  

The illustrative figures shown propose to triple electricity production in GWh from its current level at 

220,000 GWh to some 620,000 GWh at the high end, 500,000 GWh at the moderate end, and 390,000 

GWh at the low end. In any case, a minimum of a doubling of installed generation capacity seems to be 

the growth scenario envisaged. In the revised MYPD 2 request submitted by Eskom at the end of 

November 2009, however, the demand forecast was reduced, including to account for the cancellation 

of the Alcan smelter, amongst other measures. The Integrated Energy Planning process which is to get 

under way this year must also inform what role electricity should play in the South African economy.14  

Future demand for electricity, after all, is a result of policy and is affected by policy – including the future 

industrial policy, rural development policy, and other policies that are under development. It is 

particularly important to clarify what share of additional electricity supply is needed to allow for 

achievement of South Africa’s Universal Electrification target which seeks to ensure that all citizens have 

access to electricity.15  

Much greater detail on the various levels of energy forecasts has been disclosed when other countries 

have undertaken their IRP processes. For example, in the case of the Pacific Northwest in the US, their 

6th Power Plan included a detailed analysis of the assumptions that went into each of the projected 

forecasts as a basis for justifying proposed measures to reduce energy consumption, and included three 

separate forecasts:  

 1) a price effect forecast (which is the official forecast which may include some adjustment to reflect 

changes in energy intensity or other existing policy); 

 2) a frozen efficiency forecast (assumes fixed or frozen energy and fuel efficiency); and finally 

3) a forecast that includes the effects of proposed conservation and efficiency measures as a result of 

the modeling exercise.  

It is essential that there be clarity and transparency about precisely what sort of future demand for 

electricity South Africa is planning for. This will further allow stakeholders to identify opportunities to 

reduce and manage demand. Indeed, one of the logics of IRP is to view electricity consumers as partners 

in the implementation plans: by involving them in the development of the plan, they can be partners in 

programme implementation – including (but not limited to) energy efficiency, conservation, and own 

                                                           
13

 Duncan Wilson and Ivan Adams, Review of Security of Supply, Department of Public Enterprises: Pretoria, 2006 

available online: http://www.dpe.gov.za/res/SoS.pdf, p65 
14

 Section 6 of the National Energy Act, 2008 
15

 We note that the need to extend the coverage of electricity distribution systems is the primary obstacle to 

electrification, rather than the need for significant additional generation capacity 
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generation. User involvement is particularly important at a time when drastic increases in prices are, 

and will continue to be, experienced.  An added advantage of making this information public is that it 

enhances accountability on all sides for following through on the implementation of demand reduction 

measures.  

The electricity needs of various sectors need to be broken out and analysed. A “demand forecast” for 

energy end-uses (lighting, refrigeration, motors, etc) should be produced.  The relative potential 

contribution of alternative efficiencies can then be considered – efficient lighting, efficient cooling, and 

efficient motors. The end result, after detailed modeling of energy efficiency options, whose costs are 

compared with the costs of new electricity supply, should then represent a more accurate assessment of 

real demand for generated electricity.  

Price Elasticity 

A review of international experience with changing prices for electricity, as well as studies seeking to 

model the effects of increased electricity prices in South Africa, suggest that the proposed elasticity 

value of 0.2% is likely too low. No basis for this assumption was provided. 

Elasticity is likely to differ in the short term vs. the long term; in the immediate term there may be few 

options available to consumers to reduce consumption but over time with sustained high prices they will 

more readily take steps to reduce consumption. Second, multiple studies confirm that elasticity is 

significantly higher amongst industrial consumer categories than commercial or residential consumers, 

including in South Africa.16   

Historically, electricity prices in South Africa have been quite low; there is therefore limited basis from 

which to understand how the consumption of electricity is likely to change in response to the step 

changes in pricing regimes that have been introduced as a consequence of the NERSA MYPD decisions in 

2009 and 2010. In the US, regulators have found that short run (less than 1 year) elasticity ranged from -

0.16 to –0.43 whereas in the long run (more than 10 years) it ranged from -0.76 to -2.87.17  

Studies reviewing the impact of price elasticity in countries around the world including South Africa, 

Namibia, India, Greece, and Canada fact suggest that the range for short term elasticity is from a 

minimum of -7.4 and to a maximum of + 0.12, with a mean of -0.48.18  

International experience therefore suggests that higher rates of elasticity (tailored to different user 

categories) should be used. 

Energy Efficiency and Demand Side Management  

Interventions to reduce energy consumption and improve efficiency should be treated just as seriously 

as potential investments in additional electricity supply. However, there is a need for more clarity about 

                                                           
16

 Roula Inglesi, “Aggregate electricity demand in South Africa: Conditional forecasts to 2030” in Applied Energy, 87 

(2010) 197–204;  See also Bureau for Economic Research, University of Stellenbosch: “The Impact of the Jan/Feb 

2008 Power Outages on Selected Business Sectors – Indications from a Survey”, June 2008.Bureau for Economic 

Research, University of Stellenbosch: “An Assessment of South Africa’s Electricity Supply Constraint and 

Preliminary Indications of the Economic Impact”, May 2008 
17

 Roula Inglesi, “Aggregate electricity demand in South Africa: Conditional forecasts to 2030” in Applied Energy, 87 

(2010) 197–204 
18

 Roula Inglesi, “Aggregate electricity demand in South Africa: Conditional forecasts to 2030” in Applied Energy, 87 

(2010) 197–204 
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how these various parameters relate to each other, and to ensure that measures do not get double 

counted (which could in turn result in supply shortages). No potential energy savings or associated costs 

have been presented in the assumptions sheets. 

In general, there is a need for detailed modelling of discrete measures that would reduce consumption 

of electricity and their associated costs.  In the case of the Pacific Northwest 6th integrated electricity 

plan, for example, more than 4800 discrete energy efficiency interventions were identified and included 

in the plan. The costs of each of these interventions were also considered, so that a fair comparison with 

the costs of supply side interventions could be completed.19  The methodologies used, and the 

underlying cost and performance data, are all publicly available, and much of this data may have 

application in South Africa. In Brazil, the International Energy Initiative led an independent effort to 

model in detail the energy efficiency potential in the country, and revealed that well designed initiatives 

could displace the need for 290 TWh of additional electricity generation.20 That analysis is now informing 

the government’s efforts to scale up its energy efficiency programmes in the context of its efforts to 

ensure energy security and meet the national climate change mitigation targets that Brazil has set for 

itself.  

 

Assumptions about long term potential gains in efficiency will necessarily need to be adjusted over time 

as implementation proceeds and lessons are learned about real implementation potential and 

performance, and with reference to relevant developments regarding the integrated energy plan, the 

industrial policy, and the climate change policy, among others mentioned.  

The scope of assumption D6: Demand-Side Management (which the assumption sheet states is owned 

by the Department of Energy) needs to be clarified. Does it include only those measures that will be 

implemented by Eskom under its DSM programme? How does it relate to other programmes that are 

getting under way such as the Solar Water Heater roll out21, the Power Conservation Programme (PCP), 

the Standard Offer, and BUSA’s voluntary target to reduce electricity consumption by 5,000 MW? 

Assumption sheet D7: Energy Efficiency suggests that energy efficiency will not exceed 8% by 2015 

relative to a 2000 baseline. No basis for this assumption is provided, and the articulation is not clear: ie 

whether it proposes to improve energy efficiency by 8% relative to 2000 base levels, or whether it seeks 

to reduce consumption by 8% relative to a baseline projection completed in 2000. If the latter, it would 

seem to contradict the target set by the National Energy Efficiency Strategy of South Africa, which seeks 

a 12% improvement in energy efficiency by 2015.22  

A review of the South African Energy Efficiency Strategy was published as recently as June 2009, and the 

Department of Energy then concluded that there was scope to scale up ambition and improve 

implementation. It set an electricity sector-specific target of 15%. Therefore, supporting 12% economy-

wide improvement by 2015 would seem to be the appropriate minimum aspiration of IRP 2.  

Regardless, both 8% and 12% as energy efficiency targets are modest in comparison with the energy 

efficiency targets that have been set and are being achieved by major companies around the world. In 

the US, for example, the Department of Energy’s Energy Efficiency and Renewable Energy’s LEADER 

                                                           
19

 Full details are available at http://www.nwcouncil.org/energy/powerplan/6/supplycurves/default.htm 
20 WWF-Brazil’s Sustainable Power Sector Vision 2020 
21

 Which is referenced in the parameter, and likely to involve multiple agencies at the national and local levels 
22

 Department of Minerals and Energy, October 2008 Review of the National Energy Efficiency Strategy of the 

Republic of South Africa, Government Gazette 26 June 2009. 
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programme is supporting a 25% energy efficiency target within 10 years.23 Interim reviews of these 

programmes suggest that stakeholders are well on track to meet these targets, and that these 

investments are saving participating companies money while enhancing their profitability.24  

Parameter D9: Energy Conservation appears to be linked to the PCP and Standard Offer programmes. 

However, the rules of these programmes are still under development and it would seem that this 

parameter cannot be set until NERSA has finalised the terms of these programmes. Since IRP 2 is a 20 

year plan, it should explore how such measures can and will be sustained over the longer term. The PCP 

is an emergency measure, as is the Standard Offer as presently conceived. Longer term programmes to 

incentivise energy conservation need to be considered in the context of IRP 2. Again, the viability of such 

measures will need to be reassessed and adjusted through ongoing review of implementation of the IRP.  

Own Generation 

The proposed assumption D10: Own Generation value of 1800 MW seems to be focused almost 

exclusively on the possible contributions that industrial users might be able to make. No basis or 

justification for the estimate has been provided. Reference is made in the justification of the assumption 

to the fact that own generation can have environmentally beneficial impacts. However, the two 

immediate-term facilities proposed are both fuelled by waste coal and are indeed likely to have 

significant negative environmental impacts including in terms of carbon emissions.  

It is important to take the time to be more comprehensive and holistic in interpreting this parameter in 

practice to also include potential self generation that communities and municipalities across South 

Africa could undertake using environmentally friendly renewable energy technologies. Good data on this 

potential in South Africa does not exist at present. However, in other countries such as Thailand, for 

example, the role of very small power producers (which provide micro power to communities, and are 

often owned by the communities themselves) have been given a growing role in the national power 

development plan. The environmental impacts of own generation options also need to be taken into 

consideration. 

Financing and Implementing Demand Side Options  

A real question remains as to how to finance and implement energy efficiency measures in practice in 

South Africa. To embark upon such measures in earnest requires creative thinking about the incentives 

in place that could support improved efficiency, and substitute sources of revenue for those 

stakeholders who are dependent on electricity sales. Such incumbents are not limited to utilities, but 

also include municipal government, among others. The IRP 2 process should provide a policy framework 

within which the regulator and other sector actors take up this challenge in earnest.  

There are questions about how best to implement and carry forward some of the flagship initiatives that 

we understand will be included as energy conservation and demand side management measures. For 

example, the question of how to deliver on the government’s stated commitment to support the 

effective roll out of 1 million solar water heaters in as rapid a time frame as possible remains 

unanswered. Uptake to date has been limited, and it is unclear whether a recent subsidy increase has 

                                                           
23

 US Department of Energy Industrial Technology Program. 

http://www1.eere.energy.gov/industry/saveenergynow/index.html  
24

 The DoE EERE maintains a list of companies that achieve a 15% energy savings target and recognizes them 

publicly http://www1.eere.energy.gov/industry/saveenergynow/award_recipients.html. In compiling this 

submission, Idasa also conducted independent interviews with consultants to the LEADER programme.  
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proved to be an effective incentive to address the initial capital outlay required. New regulations on the 

standard offer program to incentivize energy efficiency measures can also support this effort. The 

various options for financing and delivering on these objectives need to be analysed, debated, and then 

implemented.  

Institutional Capacity  

As important as financing, is the issue of institutional capacity to implement and execute energy 

efficiency and renewable energy programmes. Eskom’s own track record implementing demand side 

management programmes has been mixed. We note with concern the lack of capacity and resources 

available to the National Energy Efficiency Agency that was established under the National Energy 

Efficiency Strategy – while it exists, it has not been adequately resourced, and has very little human 

capacity.25 NERSA for its part has recognised the need to ring-fence DSM expenditures by Eskom to 

support enhanced accountability for the use of these resources and to create an external incentive to try 

to improve the effectiveness of these programmes.26  

Many countries have invested in staffing well-resourced institutions to support the implementation of 

energy efficiency and demand reduction programmes. For example, India has a dedicated Bureau of 

Energy Efficiency. Brazil finances energy efficiency and research and development programmes through 

a wire-charge of 1 percent of annual utility net revenues overseen by the national energy regulator, 

ANEEL. The Ministry of Energy also administers the National Electricity Conservation Programme 

(PROCEL) which further supports economy-wide energy efficiency implementation.  

Only by weighing the full cost of improved efficiency against the full cost of increasing electricity supply, 

can investments be optimised.  Energy efficiency measures also have a high local labour content.  The 

IRP document contains no estimate of the avoidable transmission and distribution investments, 

avoidable line losses, or avoidable land disturbance that an efficiency-optimised expansion plan could 

achieve.  

Supply Side Options 

In general, the outcomes of the new renewable energy white paper process are central to decisions 

taken on role that renewable energy can and should play in meeting energy needs in South Africa into 

the future. In addition, the integrated energy plan and the climate change policy will affect these choices 

significantly.  

Technology Costs  

It has been quite difficult to comment on the Technology Cost Analysis prepared by the Electricity Policy 

Research Institute (EPRI) as a draft summary report was disclosed publicly only on the 22nd of May 

2010. The full report was disclosed as recently as 7 June 2010, four days before the deadline for 

submission of written comments in the IRP2 assumptions / parameters. 

The interrogation of the escalating costs of coal fired power has been limited. The estimated costs of 

solar electricity may be too high relative to costs incurred in other major emerging developing countries. 

The nuclear energy costs reflected in the study did not include the costs of waste management or of 

plant decommissioning. It was not clear whether the emissions analyses presented are lifecycle analyses 

                                                           
25

 CEF Annual Report 2009  
26

 See NERSA decision on the MYPD 2 
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or not. We have not had sufficient time within the comment period to provide robust alternative 

information on cost ranges that should be factored in to the modelling.  

We would emphasise, however, that it is really only meaningful to compare the life-cycle costs of energy 

production alternatives (wind, solar, coal, nuclear, etc) with the life-cycle costs of energy efficiency 

alternatives (lighting, motors, refrigeration, etc).  Some measures, such as solar, nuclear, and energy 

efficiency are highly capital-intensive, while other measures have high, and potentially rapidly 

escalating, fuel and operating costs.   

Renewables, Cogeneration, Nuclear Power, Imports, and, of course, Coal 

These parameters need to be distinguished from the information presented in the review of the costs of 

various technology options. Costs, performance estimates, and some pollution impacts of various 

technologies have already been captured in the EPRI study of technology costs (S9).  

These parameters should instead focus on the potential availability of the various energy resources 

whose costs are reviewed in S9. They should also include an assessment of labour, environmental 

health, and broader economic impacts of these various technologies. We assume that many of these 

issues are being considered in some depth for renewable energy technologies in the development of the 

renewable energy white paper, and which should inform these assumptions.  

Moreover, all renewable energy technologies are not the same: various technology options need to be 

considered on their own terms (as has been done in the study on technology costs completed by EPRI).   

We recognise that there is an implicit reference to the labour impacts of various technology choices in 

the methodology used by EPRI to tailor technology costs to the South African context, but these have 

not been made explicit or explained in the information that has been disclosed to date. Information that 

reviews the labour and employment impacts of various energy choices should either be made explicit in 

the technology cost parameters, or clarified in the proposed “availability” parameters.  

Need for a New Assumption Sheet on Coal 

A thorough interrogation of the availability of coal, as well as its impacts in terms of labour and health, is 

also essential. As the discussions in the Eskom MYPD 2 request revealed, the costs of coal are escalating, 

supplies have been disrupted, and the role that the industry plays as an employer is also changing.  

Generation Mix 

The generation mix should not be a pre-determined input parameter for the IRP 2 process. Instead, as 

the S11: Generation Mix input sheet itself notes, generation mix should be an output of the modelling 

exercise. It is particularly problematic that the draft parameter proposes to use the historical generation 

mix of South Africa as a basis for projecting the mix into the future; whereas the purpose of IRP 2 should 

be to chart a new path forward – to explore opportunities to develop new, clean energy technologies 

that support the country to meet its climate change mitigation objectives, improve environmental 

health, and to reduce costs, within a more efficient energy paradigm. A “diversity” measure could be 

introduced directly into the model, and could encourage the move to a more balanced portfolio of 

generation sources.27 

 

                                                           
27

 See “Valuing diversity in energy supply”, Jim Skea, UK Energy Research Centre, Elsevier, December 2009. 
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Imports 

The environmental and social impacts of imported electricity that meets South African energy also need 

to be considered in developing this plan. New power plants, dams and transmission lines constructed to 

meet South African energy needs may have significant and serious economic, social and environmental 

implications regionally. Further thought needs to be given to how these issues are addressed in 

upstream energy development initiatives as well as at the project implementation level through 

licensing and associated mechanisms.   

Transmission and Distribution 

Indeed the costs of transmission and distribution have not been included in the plan itself, and are 

considered only as an externality (see assumption Ex 4: Distribution Infrastructure). This is particularly 

problematic because the primary obstacle to achieving South Africa’s 100% electrification target is 

related to the coverage of electricity distribution infrastructure. If the IRP 2 is to really help deliver on 

this stated national priority, then the question of how best to get clean, affordable, modern energy 

services to the poor, particularly in rural areas, needs to be central to the modelling completed. 

Preparing for a Low Carbon Future 

South Africa has been a leader in international efforts to forge an ambitious global response to the 

realities of climate change. Through its efforts, the international community has recognised the 

imperative to support developing countries to implement nationally appropriate mitigation actions. 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 who are ready to take ambitious steps to transition to a low carbon development path.  South 

Africa has already been a first mover with regards to seeking financing from the Clean Technology Fund 

administered by the World Bank and other multilateral development banks for wind, solar and energy 

efficiency programmes. The World Bank for its part has committed to making an additional line of credit 

of $1.25 billion available to the government of South Africa in support of low carbon development 

actions. The IRP 2 process should position South Africa to attract financing from the international 

community for ambitious mitigation actions in the electricity sector.  

Governance of the Process for Developing IRP 2 

The development of IRP 2 necessarily entails analytical engagement with many complex technical issues. 

A thorough interrogation of the assumptions that underpin the development of IRP 2 scenarios is 

crucial. Critical preconditions for effective participation include allowing stakeholders adequate time to 

consider and analyse the information disclosed, and to prepare responses. It is also essential that there 

be clarity on how feedback received on the assumptions will be considered for possible integration into 

the modelling phase, on a reasoned basis.  

Social stakeholders have had uneven access to the decision-making process so far 

The process to date has been aimed at those with access to significant resources such as internet 

technology and the means to travel. Those stakeholders who have been able to participate are not 

representative of the broad spectrum of legitimate concerns and interests, although some have 

endeavoured to present our understanding of some of the issues those stakeholders might raise. While 

civil society groups including Idasa have made efforts to raise awareness of the issues at hand in the IRP 
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2 process, they have not had time yet to reach out directly to the diverse range of community 

organisations across the country to discuss their concerns and incorporate those into the perspectives 

presented in this paper. Section 20 of the 2002 Regulations under the Promotion of Administrative 

Justice Act, 2000, provides for special assistance for community groups with particular constraints, 

needs and challenges, such as the poorer members of society. It is not clear that this requirement will be 

met if the current consultation method is maintained Similarly, section.2 ‘Principles’ of the National 

Environment Management Act (NEMA), 1998, provides an extensive rationale for and mandatory 

characteristics of consultation in contexts such as the present one (see Box 2).  

Box 2: Section 2 of the National Environment Management Act, 107 of 1998 (as amended) 

‘(1) The principles set out in this section apply throughout the Republic to the actions of all organs of state that 

may significantly affect the environment and— 

(a) shall apply alongside all other appropriate and relevant considerations, including the State’s responsibility to 

respect, protect, promote and fulfil the social and economic rights in Chapter 2 of the Constitution and in 

particular the basic needs of categories of persons disadvantaged by unfair discrimination; 

(b) serve as the general framework within which environmental management and implementation plans must be 

formulated; 

(c) serve as guidelines by reference to which any organ of state must exercise any function when taking any 

decision in terms of this Act or any statutory provision concerning the protection of the environment; 

… 

(e) guide the interpretation, administration and implementation of this Act, and any other law concerned with the 

protection or management of the environment. 

(2) Environmental management must place people and their needs at the forefront of its concern, and serve their 

physical, psychological, developmental, cultural and social interests equitably. 

(4) … 

(f) The participation of all interested and affected parties in environmental governance must be promoted, and all 

people must have the opportunity to develop the understanding, skills and capacity necessary for achieving 

equitable and effective participation, and participation by vulnerable and disadvantaged persons must be ensured. 

 (g) Decisions must take into account the interests, needs and values of all interested and affected parties, and this 

includes recognizing all forms of knowledge, including traditional and ordinary knowledge.  

(h) Community wellbeing and empowerment must be promoted through environmental education, the raising of 

environmental awareness, the sharing of knowledge and experience and other appropriate means.  

(i) The social, economic and environmental impacts of activities, including disadvantages and benefits, must be 

considered, assessed and evaluated, and decisions must be appropriate in the light of such consideration and 

assessment.’ (Emphasis added) 

Following several media reports, a number of concerns and requests for a more transparent and 

inclusive process have been communicated to the Minister of Energy in formal communications 

coordinated by the Southern African Faith Communities Environmental Initiative and 350.org 

respectively on behalf of several civil society and labour groups. Idasa has also raised these concerns.  



17 

 

At the end of June 2010, the Department responded to these inquiries with an official list of the 

members of technical task team that has been advising its work since early this year -- amounting to 

several months before the Department commenced formal engagement with the public. The committee 

consists primarily of representatives of industry and Eskom. No individuals representing the labour or 

other civil society sectors are included. The Department maintains that these advisors act in their 

personal capacities to provide it technical support and guidance, and not as representatives of their 

institutions.    

Stakeholders have been obliged to request adequate time to make a meaningful contribution after 

consideration of the Department’s proposals. While the statutory minimum time period (in terms of the 

Promotion of Administrative Justice Act, 2000) has since been allowed, it seems inadequate given the 

complexity of the issues involved, and the stakes at hand. The reasons for rigid adherence to a deadline 

of mid-September 2010 for gazetting the IRP2 are still not clear, given the numerous outstanding 

substantive issues at hand.  

The implications of the Integrated Energy Planning (IEP) process for the IRP process 

Section 6 of the National Energy Act, 2008, provides detailed procedures, scope and criteria for 

integrated energy planning. The Minister of Energy must ‘develop and, on an annual basis, review and 

publish the Integrated Energy Plan in the Gazette.’  

Section 6 (2) provides that the IEP must deal with such issues as supply, transformation, transport, 

storage of and demand for energy in a way that takes account of (a) security of supply; (b) economically 

available energy resources; (c) affordability; (d) universal accessibility and free basic electricity; (e) social 

equity; (f) employment; (g) the environment; (h) international commitments; (i) consumer protection; 

and (j) contribution of energy supply to socio-economic development. 

Section 6 (3)(a) provides that the IEP must ‘take account of [previously developed] plans relating to 

transport, electricity [ie IRP 2], petroleum, water, trade, macro-economy energy infrastructure 

development, housing, air quality management, greenhouse gas mitigation within the energy sector and 

integrated development plans of local and provincial authorities’; and ‘(b) inform and be informed by 

plans from all supply, production and demand sectors whose plans impact on or are impacted by’ the 

IEP. 

The significance of the IEP for IRP 2 is clear from subsection (6), which provides that the IEP must— 

‘(a) serve as a guide for energy infrastructure investments; 

(b) take into account all viable energy supply options: and 

(c) guide the selection of the appropriate technology to meet energy demand.’ 

In terms of subsection (7), before finalising the IEP, the Minister must invite public comments and duly 

consider them. (Emphasis added) 

It is our analysis that this section, and particularly subsections six and seven, has important implications 

for the IRP2 process. The IEP must guide a) the choice of technologies; and b) infrastructure 

investments. But before finalising the IEP, the Minister must ensure public participation. That 

participation must meet the standards of fair administrative process, as described in the legislation 

discussed. It seems reasonable that its component parts, such as IRP 2, should follow equally stringent 
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procedures, lest the final product, the IEP, be concluded in a deficient manner and, hence, unlawfully. If 

IRP2 is understood as preceding and contributing to the IEP, it becomes a building block of the IEP. 

 

A new approach going forward 

More Information is needed  

As Table 1 shows, vital information to enable informed engagement and contributions have not been 

included in the draft assumption sheets at all. Examples have been mentioned above. 

An exchange of views is necessary  

The ‘stakeholder workshop’ mooted in the DoE’s consultation plan, which took the form of public 

hearings on 7-8 June 2010, did not allow real interaction and engagement. Rather, it facilitated a 

presentation of views. The DoE is to be commended for making time to meet with and engage civil 

society at a number of prior gatherings about the IRP process. But these discussions have been in broad 

and general terms, and have not allowed an opportunity for a detailed discussion of the many 

substantive and technical issues that are clearly at hand in the development of IRP 2. 

There must be clarity on how feedback received is going to be incorporated  

Only during the stakeholder workshop on 7-8 June 2010 was it indicated that the DoE would respond in 

“broad” terms to oral and written inputs on the assumptions in the parameter sheets. There remains a 

lack of clarity regarding the process for developing the mechanisms to determine and motivate the 

relative importance of the criteria for selecting and weighting modeling inputs. The Department has 

committed to providing a written response explaining how comments received were addressed based 

on criteria agreed by government and consulted upon. As of July 2010, this document has still not been 

released. It would be most useful to organise follow-up workshops with all interested and affected 

parties to discuss how feedback received is being incorporated into the modeling process. This type of 

opportunity for detailed engagement should succeed at least these initial steps: 

 

• a public record of inputs received through the public consultation process 

• a document responding to comments received and explaining the choices proposed for use in 

the modeling process  

 

These points do not constitute a call for consensus based decision-making, but rather for deliberative 

decision-making necessary for a process with such significance and extensive potential long-term impact 

for South Africa.   

IRP 2 will necessarily need to be revisited in light of developments in the numerous current parallel but 

closely related policy processes, and to respond to adjustments in course. It is essential that DoE 

urgently clarify how this review process will take place, and to take concrete steps to improve 

transparency, inclusiveness and accountability in these processes building on lessons from the IRP 2 

process to date. We therefore propose that IRP 2 is indicative, and that the review process is iterative 

and institutionalised as an ongoing process of engagement and learning to facilitate collaborative 

governance. 
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With these many and multifaceted concurrent  policy development processes in mind, Idasa has been 

advocating for an institutionalised multi-stakeholder process in order to openly and thoroughly explore 

these challenges of collaborative governance. 

Conclusion  

South Africans have much at stake in the decisions that are being taken. They will pay the bills to finance 

the choices made. And they will pay more than money currency:  they will also pay in water quality, air 

pollution, and greenhouse gas emissions if the choice is made to continue dependence on current coal 

plans. They may face new security and environmental health risks if nuclear power becomes a larger 

part of the energy mix. Jobs will be created and lost, including as a result of trading partners’ policies, 

which are increasingly influenced by the carbon footprint of production chains.  Renewable energy 

technologies present different costs, and still raise environmental and social risks such as water intensity 

and siting challenges. There are no easy solutions to the challenges at hand.  

The current process is at risk of repeating the failures in transparency, inclusiveness and accountability 

that have dogged the electricity sector for so many years and which were dissected in the assessment of 

governance South Africa’s electricity sector coordinated by Idasa and published in February 2010.28 

Alternatively, South Africa can choose to embrace a new approach to policy-making. Instead of jumping 

from crisis to crisis, they can take the time now to grapple thoroughly with the difficult decisions at 

hand.  This will require more time and more space for thorough and honest conversations and 

information-sharing between all affected stakeholders in order to make these choices with confidence 

that the long-term public interest will be upheld.  

                                                           
28

 See Shedding a Light on the Electricity Sector: The Governance of Power, Idasa February 2010  
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Appendix 
 

Section 1(a) of the 5 August 2009 Regulations provide as follows:- 

 

‘Application of the regulations  

1. These regulations  

(a) apply to all types of generation technology including renewable generation and cogeneration technology, but excluding 

nuclear power generation technology…’. 

 

Section 2 of the Regulations, entitled ‘Objectives’, provides that they are intended largely to regulate matters relating to 

independent power producers (IPPs) and the ‘buyer’ (who may be designated by the Minister in terms of s.34(1)(c) and (d) of 

the Electricity Regulation Act). 

 

However, rather confusingly, s.3 of the Regulations then also deal with planning for new generation capacity. Thus, s.3 provides 

as follows:- 

 

‘Planning for new generation capacity  

3. (1) The process of developing the integrated resource plan shall include the- 

 (a) adoption of the planning assumptions; 

 (b) determination of the electricity load forecast; 

 (c) modelling and scenario planning based on the planning assumptions; 

 (d)  determination of a base plan derived from a least cost generation investment requirement; 

 (e) risk adjustment of the base plan, which shall be based on- 

  aa. the most probable scenarios; and 

bb. government policy objectives for a diverse generation mix, including renewable and alternative 

energies, demand side management and energy efficiency and; 

 (f) approval and gazetting of the integrated resource plan.’ 

 

Nuclear energy is notable for the absence of any reference to it in this description of both the planning process and substantive 

content of the integrated resource plan. 

 

On the other hand, the IRP2 parameter consultation sheets released by the Department propose various assumptions for 

inclusion in the modelling process. At least two sheets, viz. S7 ‘Nuclear’ and S.11 ‘Generation Mix’, anticipate the inclusion of 

nuclear energy in the process. As is pointed out in this paper, it is our understanding that the generation mix should properly be 

an output of the modelling process, rather than a predetermined input assumption. It is for this reason, among others, that the 

question of the correct interpretation of the Regulations becomes significant. 

 

The meaning of any legal provision should be interpreted inter alia by reference to its context, which includes other provisions 

in the same set of Regulations. As noted above, this includes s.2 ‘Objectives of the Regulations’, the entire focus of which is 

IPPs. However, this rule of interpretation applies also to the broader context of the Regulations, which includes the 

empowering legislation. Section 35(4) of the Electricity Regulation Act, 2006, as amended, is cited as the empowering provision 

for the entire set of Regulations. Section 35(4) provides, to the extent relevant for present purposes, that ‘The Minister may, by 

notice in the Gazette, make regulations regarding- 

… 

‘(j) new generation capacity;  

(k) types of energy sources from which electricity must be generated;  

(l) the percentages of electricity that must be generated from different energy sources; 

(m) the participation of the private sector in new generation activities; 

… 
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(s) any other matter that may or must be prescribed in terms of this Act…’ 

 

This broad phrasing seems clearly to leave open the possible ‘energy sources’ regarding which regulations may be made, 

specifically including nuclear energy, as well as allowing the Minister to decide on the extent (if any) of private sector 

involvement in ‘new generation activities’. What these provisions do not do is explicitly link or de-link the possible involvement 

of the private sector to or from, respectively, the types of energy sources and percentages that may be the subject of 

regulations. 

 

Applying the principle of legal interpretation relied on above, it is important to try to understand the meaning and implications 

of s.35(4) within the context also of the whole of s.35 ‘Regulations, rules, guidelines, directives and codes of conduct and 

practice’, as well as of s.34 ‘New generation capacity’. 

 

S.34(1)(a) and (b) substantially echo the contents of subparagraphs (j), (k), (l), (m) and (s) cited above, thus:  

‘(1) The Minister may, in consultation with the Regulator-  

(a) determine that new generation capacity is needed to ensure the continued uninterrupted supply of electricity; 

(b) determine the types of energy sources from which electricity must be generated, and the percentages of electricity that 

must be generated from such sources…’. 

 

Like s.34(1)(a) and (b) above, s.34(1)(c) and (d) do not comment on the possible involvement of new energy producers, 

referring instead only to the roles of the purchaser. Thus, the Minister may- 

 

‘(c) determine that electricity thus produced may only be sold to the persons or in the manner set out in such notice;  

(d) determine that electricity thus produced must be purchased by the persons set out in such notice.…’ 

 

However, s.34(1)(e) provides that the Minister may:- 

‘(e) require that new generation capacity must-  

(i) be established through a tendering procedure which is fair, equitable, transparent, competitive and cost-effective;  

(ii) provide for private sector participation.’ 

 

It is clear therefore that the Minister has been given the discretion (‘may’, but need not) to decide whether or not to ‘require’ 

that new generation capacity will or will not include participation by the private sector. In effect, in the language of the other 

sub-paragraphs of subsection 34(1), the Minister may ‘determine’ this issue. As described above, in the 2009 Regulations, the 

Minister has apparently chosen to exercise her prerogative to exclude IPPs from generating electricity from nuclear energy 

sources. 

 

S.35 is very wide-ranging and appears to provide little additional guidance concerning this matter. The Minister appears to have 

the necessary authority to make regulations regarding the types of electricity that may or may not be produced by private 

sector producers. Thus, s.35(4)(m) provides that: ‘The Minister may, by notice in the Gazette, make regulations regarding- 

… 

‘(m) the participation of the private sector in new generation activities…’. 

 

A possible problem may appear to arise from the fact that the provisions of s.34(1) do not themselves specifically and explicitly 

give the Minister the authority to make the necessary prior ‘determination’ that particular types of producers may be excluded 

from generating electricity from particular ‘energy sources’. However, s. 34(2) provides that ‘[t]he Minister has such powers as 

may be necessary or incidental to any purpose set out in subsection (1), including…’.  This may be interpreted as sufficient to 

provide the Minister with the necessary authority that may appear to have been omitted from subsection 34(1). 

 

The question that then remains is whether or not, despite the stated objective or purpose of the Regulations – determining the 

role of IPPs -  and despite the explicit exclusion of ‘nuclear power generation technology’, the Regulations may fairly and 

reasonably be read as allowing the inclusion of nuclear energy as an electricity generation source in the IRP2, but with the 

proviso that only the state may be permitted to undertake this form of electricity generation.  

 

Continuing with a contextual analysis, the scheme and scope of the Regulations do focus largely on the stated objective of 

regulating the role of IPPs and their relationship with the buyer. But they do clearly also include s. 3, which extends far beyond 

the role of IPPs to include the only documented legal framework for the IRP2 process. It is difficult to avoid the impression that 

s.3 was ‘dropped’, almost as an afterthought, into a set of regulations aimed primarily at a narrower, albeit significant, objective 

– a new set of roleplayers in the electricity generation sector. While the link between IPPs and the IRP is clear, the sense of ‘fit’ 
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and place is uneasy, for the IRP process extends far wider than only IPPs, who can provide a maximum of 30% of any new 

generation capacity (source?).  

 

Arising from this disjuncture, a number of questions suggest themselves. Why locate the only legislated explication of the 

electricity sector planning process within the constraints of this straitjacket? Why also explicitly exclude nuclear energy from 

the entire ambit of the Regulations - which is what s.1 does: ‘These regulations…exclude[e] nuclear power generation 

technology’ - rather than from only those other parts of the Regulations that apply to IPPs? And why, then, despite this broadly 

phrased exclusion of nuclear energy generation capacity from the only legislated explanation of the energy planning process, 

proceed to include nuclear energy as a predetermined input in the energy generation mix – which is what the assumption 

sheets do, as discussed above?  

 

The question acquires particular significance when one recalls that the IRP 1, as promulgated on 31 December 2009 and on 29 

January 2010, did not include any reference to nuclear generation capacity – another part of the legal and policy context within 

which both these Regulations and the current IRP 2 process must be considered. 

 

A clear understanding of the legislator’s intention is, in these circumstances, quite difficult to discern. On balance, given the 

discrepancies and questions raised here, it is similarly difficult to accept at face value the explanation offered by the 

Department. Any interpretation appears rather strained. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


