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14 October 2010 

 

The Hon Ms E Thabethe MP 

Chairperson: Portfolio Committee on Energy 

 

Policy briefing note for the Portfolio Committee on Energy on the Integrated Resource 

Plan 2 

 

This briefing note could have particular relevance to the Portfolio Committee on Energy 

hearing on NERSA’s Annual Report as the issues raised are relevant to NERSA’s performance 

over the past year and to several important issues developing in the IRP 2 process. 

 

Idasa is grateful for your continued willingness to allow us to share with Members of the 

Committee our evolving perspectives in regard to particular aspects of the IRP 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 the 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. 

 

We believe that Parliament, and the Committee in particular, have an important role to play 

in ensuring that the process of developing the final IRP 2 produces optimal outcomes in the 

general public interest. 

Issue 1 – NERSA’s role in the formulation and implementation of IRP 1 
 

Although IRP 2 is now under development, IRP 1 is currently being implemented and NERSA 

plays a crucial role in the success of this implementation. The success of this 

implementation will be a major factor in staving off the rolling blackouts that have been 
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referred to in the Medium Term Risk Mitigation Plan (MTRM) for Electricity in South Africa ‐ 

2010 to 2016 – Keeping the Lights on, which was published by DoE on 8 October and states: 

 

“From 2011 to 2016, rolling blackouts are anticipated unless extra‐ordinary steps are 

taken to accelerate the realisation of the non‐Eskom generation and energy efficiency 

projects as identified in Phase 1 of this project and set out in this report” 

 

NERSA is identified in the report as a key player in taking these extraordinary steps and as 

such the NERSA hearing provides an opportunity to elicit crucial information from NERSA 

regarding NERSA’s views on the possible impending rolling blackouts and NERSA’s role in 

preventing these. 

 

Background 

 

The Electricity Regulation Act (No. 4 of 2006) confers powers and duties on NERSA to issue 

rules designed to implement the IRP in s. 4(a)(iv) as follows: 

 

“Powers and duties of Regulator 

4. The Regulator‐ 

(a) must‐ 

… 

(iv) issue rules designed to implement the national government's electricity policy 

framework, the integrated resource plan and this Act” 

 

Furthermore, in s. 3(1) read with s. 3(2) of the Electricity Regulations on New Generation 

Capacity “New Generation Regulations” published on 5
th

 August 2009, under the Electricity 

Regulation Act, the system operator is required to consult with NERSA in order to execute 

the formulation and gazetting of the IRP 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. 

 

3. (2) The system operator, in consultation with the energy planner and the regulator, shall 

be responsible for executing 3(1)(a), (b), (c), (d) and (e) above.” 

 

Furthermore, the IRP1, gazetted on 29
th

 January 2009, requires that: 
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a. 150MW of capacity in the category “Sere, CSP” be licensed and put into service in 

2010. 

b. 343MW, and 518MW in the category “MTPPP, REFIT” be licensed and put into 

service in 2010 and 2011 respectively. 

c. 738MW in the category “Medupi” be licensed and put into service in 2012. 

 

Questions for the Committee to consider 

 

1. Have rules to implement the IRP 1 been issued as required by the Act? 

 

2. What consultations took place between DoE and NERSA, as required by s. 3(2) of the 

New Generation Regulations? 

 

3. Regarding any such consultations: 

a) Is NERSA able to provide details of the inputs and outputs of the various 

elements, e.g. the planning assumptions, electricity load forecast, etc, listed 

in s.3(1) of the New Generation Regulations. 

b) When did these required consultations take place?  

c) Who was involved in these consultations, what record is held of these 

consultations, and are those records publicly available? 

d) If no consultations took place, what is NERSA’s view concerning the 

lawfulness of this IRP1 requirement? 

 

4. Regarding the requirements for new generation capacity build specified in IRP1,what 

is NERSA’s view on whether, on 29
th

 January when the IRP1 was gazetted, it was 

either possible, or alternatively, practical to license and put into service 150MW in 

the category “Sere, CSP” during 2010? 

 

5. Regarding this requirement to build Sere and CSP new generation capacity in the 

IRP1: 

a) Was NERSA consulted on this particular element of the IRP 1? If so, is there a 

record of this consultation, and is it publicly available? If not, what NERSA’s 

view concerning the standing in law of this IRP 1 requirement? 

b) What progress is being made with the implementation of 150MW in the 

“Sere, CSP” category? 

c) Is NERSA playing any role in any corrective action, if it appears that there 

might be difficulties in implementing this element of the IRP 1? How does any 

such action accord with NERSA’s obligations specified in the Act? 

d) How might any delays in implementation of Sere affect South Africa’s 

security of electricity supply? 

 

6. Regarding the requirements for new generation capacity build specified in IRP 1,     

what is NERSA’s view on whether, on 29
th

 January when the IRP 1 was gazetted, it 

was either possible, or alternatively practical, to license and put into service 343MW 

and 518MW in the category “MTPPP, REFIT” in 2010 and 2011 respectively? 
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7. Further in this regard: 

a) Was NERSA consulted on this element of the IRP 1?  

b) If so, who was involved in these consultations, is there a record of this 

consultation, and is it publicly available?  

c) If not, what is NERSA’s view concerning the lawfulness of this IRP 1 

requirement? 

d) Is NERSA able to advise how the capacities of 343MW and 518MW were 

arrived at, and what do they consist of? 

e) What progress is being made with the implementation of each of the 

components of new generation capacity of 343MW and 518MW in the 

“MTPPP, REFIT” category? 

f) What role is NERSA playing in corrective action if it appears that there might 

be problems? How does this fit with the requirements of NERSA specified in 

the Act. 

g) How might delays in implementation affect South Africa’s security of 

electricity supply? 

Issue 2 – REFIT Guidelines 
 

Background 

 

The REFIT Guidelines published in March 2009 by NERSA do not mention the Draft Electricity 

Regulations published on 30
th

 January 2009. These Draft Regulations have a potentially 

fundamental impact on the implementation of the REFIT Guidelines. This potential was 

realised with the gazetting of the New Generation Regulations on 5
th

 August, these 

regulations being a refined version of the Draft Regulations published on 30
th

 January. 

 

The REFIT Guidelines impose the responsibility to report annually on progress as follows: 

 

“11.4 By 1st June every year after the implementation of these guidelines, the Regulator 

shall publish a summary report on the progress achieved. This report shall include the 

following: 

i. Progress on the 2013 Renewable Energy Target and future national renewable energy 

targets; 

ii. Update on the market introduction of the qualifying technologies including number of 

applications received, number of applications approved and number of projects 

implemented, detailing technology, size and geographic location; 

iii. Financial impacts of the REFIT including the additional overall cost to electricity 

consumers and average percentage increase on electricity prices; 

iv. Changes or additions in qualifying technologies. 

 

11.5 Every year after the implementation of these guidelines, the Regulator shall publish a 

report on the progress achieved. This report shall include the following in addition to the 

requirements in Section 11.4: 

i. Cost development and learning effect resulting from the market expansion of the 

technologies.” 
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Under s. 7(2) the New Generation Regulations, NERSA is required to develop rules related to 

the selection of renewable energy IPPs as follows: 

 

“7. (1) Notwithstanding the provisions of regulations 5, the Minister may determine that the 

REFIT programme must be used to meet the required new generation capacity. 

(2) To meet the requirements of regulation 7(1), the regulator shall ‐ 

(a) develop rules related to the criteria for the selection of a renewable energy IPP or 

cogeneration IPP that qualifies for a licence.” 

 

Recently, the DoE announced that amended New Generation Regulations would be 

published during October for planned gazetting in November 2010. 

 

Questions for the Committee to consider 

 

1. Why do the REFIT Guidelines not mention the Draft Regulations if these Draft 

Regulations, if adopted, could have a profound impact on the implementation of the 

REFIT? 

 

2. What process of consultation, if any, was followed to harmonise the New Generation 

Regulations and the REFIT Guidelines? 

 

3. If any such consultations were held, is there a record of these consultations, and is it 

publicly available? 

 

4. What has been the success to date of implementation of the REFIT Guidelines? 

 

5. Has NERSA published the required reports as specified above? 

 

6. What is the current status of the “rules related to criteria for selection”? 

 

7. Eskom is on record
1
  as saying that it is “ready to go” with signing up renewable 

energy PPA’s, but that the absence of approved finalised selection criteria rules and 

an approved finalised standard PPA is holding up that process. 

a. What is NERSA’s view concerning this assertion? 

b. What steps, including any involving NERSA, are being taken to address this 

alleged impasse? 

i. Does NERSA have a view concerning who might be responsible for any 

impasse that may exist? 

ii. When are the approved Selection Criteria and Standardized PPA 

planned for publication? 

 

8. What has been NERSA’s role, if any, in the consideration and preparation of the New 

Generation Regulations that have been announced
2
 for publication for comment in 

October? 

                                                        
1 Engineering News, 10th September 2010. ‘Eskom at odds with commentators over need to unbundle transmission unit.’ 
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9. What is NERSA’s view on the impact of the apparent regulatory uncertainty arising 

from the announcement of changes to the New Generation Regulations at this time? 

 

Issue 3 – NERSA’s role in avoiding rolling blackouts from 2011 – 2016 

Background 

 

The report entitled Medium Term Risk Mitigation Plan (MTRM) for Electricity in South 

Africa ‐ 2010 to 2016  dated 17 September 2010 and attributed as “Produced by the: 

Medium Term Risk Mitigation (MTRM) Project Team”, placed on the Department of 

Energy’s (DoE) IRP 2 website ( www.doe-irp.co.za ) on the 8 October 2010, makes the 

following statements: 

 

(On the title page):  

 

a. This is a National Plan and is an integral part of IRP 2010. The plan deals with the 

anticipated electricity supply shortfall in the immediate medium term: 2011 to 2016. 

   

b. From 2011 to 2016, rolling blackouts are anticipated unless extra‐ordinary steps are 

taken to accelerate the realisation of the non‐Eskom generation and energy 

efficiency projects as identified in Phase 1 of this project and set out in this report. 

 

(In the section entitled 3.2 Summary of Possible Solutions before 2016): 

 

c. 3.2.1 NERSA MYPD2 approved DSM Funds  

Before 2013 1100 MW could be released using the NERSA MYPD2 approved DSM 

funds currently under management by Eskom. Unfortunately, this programme is 

being put at risk by the recently announced NERSA Standard Offer (policy pending 

public comments) which will be competing for the same funds. This must be resolved 

urgently. 

 

(In the section entitled: 3.1 The Potential Sources for Risk Mitigation Solutions):   

 

d. 3.1.4 Non‐Eskom Generation and Emergency Power Purchase Agreements 

Non‐Eskom Generation represents a significant and cost effective untapped source of 

new generating capacity for South Africa. Investment in industrial co‐generation and 

own generation, as well as renewable generation options typically have shorter lead 

times than full blown conventional supply options. These options, however, have 

been severely constrained by a generally unfriendly environment for independent 

investors, the main constraints being bureaucratic red tape, unacceptable risk and 

uncertainty on policy, prices and contracts in general for prospective investors. 

                                                                                                                                                                            
2 Address by the acting DDG in the Department of Energy publication of a request for information and notification of changes to New 

Gen Regs for potential developers of renewable energy projects under the refit programme in South Africa 30/09/2010 Source: The 

Department of Energy 
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Questions for the Committee to consider 

 

1. What role, if any, is NERSA playing in the Medium Term Risk Mitigation (MTRM) 

Project Team? 

  

2. If any, who participates on behalf of NERSA, are records kept of the deliberations of 

this team, and are they publicly available? 

 

3. What role, if any, is NERSA playing in the “extra-ordinary steps” mentioned above? 

 

4. If any, can NERSA provide further details concerning this role, especially regarding 

development of the Rules required for ensuring implementation of the IRP1?  

   

5. What is NERSA’s comment concerning the assertion made in the report that: 

“Unfortunately, this programme is being put at risk by the recently announced 

NERSA Standard Offer (policy pending public comments) which will be competing for 

the same funds. This must be resolved urgently.” 

 

6. More particularly: 

a) Was NERSA consulted on the inclusion of this item in the report? 

b) Does NERSA agree with this assessment? 

c) Given the stated urgency, what steps, if any, has NERSA taken so far? 

d) Given the stated urgency, what steps, if any, does NERSA plan to take? 

e) Who, if anyone, is responsible for ensuring that these steps are taken? 

f) When is it planned that the necessary steps will be taken? 

  

7. The MTRM report states that renewable energy can play an important role in 

alleviating the potential rolling blackouts. How does NERSA plan to implement the 

REFIT in the context of renewable energy being urgently required as one of the 

identified solutions to prevent rolling blackouts? 

 

8. It is our impression that NERSA, as implementing agent of the regulatory 

dispensation, will have a strong interest in the statement that:  

 

“Investment in industrial co‐generation and own generation, as well as 

renewable generation options typically have shorter lead times than full 

blown conventional supply options. These options, however, have been 

severely constrained by a generally unfriendly environment for independent 

investors, the main constraints being bureaucratic red tape, unacceptable 

risk and uncertainty on policy, prices and contracts in general for prospective 

investors”. (Emphasis added) 

 

In this context, what is NERSA’s comment regarding its role, if any, in either 

contributing to or reducing: 

i. “Bureaucratic red tape”? 

ii. The “unacceptable risk and uncertainty on policy, prices and contracts”? 
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9. Should it be the case that NERSA does not have final responsibility for resolving 

these alleged problems related to the “unfriendly environment for investors”: 

a) Where, in NERSA’s view, might this responsibility lie? 

b) How, if at all, is NERSA planning to assist in, or take responsibility for     

resolving these issues? 

 

10. Should it be the case that NERSA does accept some degree of responsibility for 

attempting to resolve any such problems with the relevant departments, 

agencies, organisations: 

a) What, if any, is NERSA’s plan of action in this regard? 

b) Given that the resolution of these alleged problems could play a 

central role in avoiding the rolling blackouts forewarned in the MTRM 

report: 

i. When will this plan of action commence to initiate early  

implementation; 

ii. What are the particular steps in this plan; 

iii. How will this plan be monitored; and  

iv. What is the timeframe for this plan? 

Issue 4 – NERSA’s role in the formulation of IRP 2010 

Background 

 

The Electricity Regulation Act (No. 4 of 2006) confers powers and duties on NERSA to issue 

Rules designed to implement the IRP in s. 4(a)(iv) as follows: 

 

“Powers and duties of Regulator 

4. The Regulator‐  

(a) must‐ 

(iv) issue rules designed to implement the national government's electricity policy 

framework, the integrated resource plan and this Act;” 

 

Furthermore, in s. 3(1) read with s. 3(2) of the New Generation Regulations, 5 August 2009, 

under the Electricity Regulation Act, the system operator is required to consult with NERSA 

in order to execute the formulation and gazetting of the IRP 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 
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(f) approval and gazetting of the integrated resource plan. 

 

3. (2) The system operator, in consultation with the energy planner and the regulator, shall 

be responsible for executing 3(1)(a), (b), (c), (d) and (e) above.” 

 

Questions for the Committee to consider 

 

1. Has NERSA been consulted as required in the New Generation Regulations? 

a) If so, who has participated on behalf of NERSA, is there a record of these 

consultations, and is it publicly available? 

b) Given that the MTRM report states that: “Investment in industrial 

co-generation and own generation, as well as renewable generation options 

typically have shorter lead times than full blown conventional supply 

options”, what is NERSA’s view of the arguably relatively modest targets for 

renewable energy in the period 2011-2016, set out in the Draft IRP2010 

published on 8 October 2010? 

c) More specifically, does NERSA believe that higher levels of renewable energy 

could be implemented? 

i. If so, what could these levels be, realistically? 

ii. If not, why not? 

iii. If so, what are the key priority steps required to increase the levels of 

renewable energy planned for implementation in the period 2011-

2016? 

d) Given the MTRM report statements about the requirements for extra-

ordinary measures and the role that energy efficiency could play:- 

i. What is NERSA’s view on the level of energy efficiency planned in the 

draft IRP 2010 published for comment on 8 October 2010; 

ii. Was NERSA consulted on deliberations on the level of energy 

efficiency in the Draft IRP 2010; and 

iii. Is there a record of these consultations, and are they publicly 

available?   

 

 

Queries may be directed to Hilton Trollip htrollip@idasa.org.za or Gary Pienaar 

gpienaar@idasa.org.za  Economic Governance Programme 

 

 
  

 

  


