















































32.1.3

44. From the Integrated Resource Plan (IRP) 2019, the IPP Office is mandated to procure over
28.5 GW of new generation capacity from the private sector by 2030 as indicated in table 2;

IPP Programme Strategic Outlook

Table 2:1PP Programme strategic outlook

3.2.14

1st Determination | 2nd Determination | 3rd Determination |Share of Total Targetin IRP 2019
(MW) (MW) (MW) Determinations (MW) (MW)

Short term capacity gap 2000 9.00 2000 (100%)
Coal 1500 5.20 1500 (100%)
Energy Storage 513 1231 6.10 2088 (83%)
Solar PV 2000 3940 20.70 6000(99%)
Wind 4800 9600 50.30 14400(100%)
Gas and Diesel 3000 10.50 3000(100%)
Total Determinations 2000 11813 14771

Source:IPP Office

Procurement Stages and Milestones

45. Within the scope of determined capacity, each IPPPP bid round is initiated with a DMRE
procurement instruction detailing a capacity allocation (or cap) and targeted technology mix)

as outlined in figure 2 below;

Figure 2:Procurement stages and Milestones
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0 — Analysis Buyer Services Requirements & Market Capability.
Programme Conceptualization. Programme Feasibility. Strategic &
Financial Programme Packaging. It takes between 0 and 6 months between
OandI.

1 — A bid round or bid window is opened with a request for proposals
(RFP) issued to the market (A request for information (RFI) is often
used in the bid preparation process, especially in the procurement of
new technologies / approaches)

2 — Interested bidders prepare and submit bid submissions in response to
the RFP within specified timelines. It takes between 3 and 4 months.

3 Qualifying bid submissions are adjudicated after an extensive
evaluation process using Independent Advisors before preferred
bidders are announced by DMRE and submissions in response to the
RFP within specified timelines. It takes between 2 and 3 months.

4 Preferred bidders are required to finalize & sign all project &
financing agreements and meet all required conditions contained in
them, to reach financial close. It takes 6+ months.

5 & 6 Following financial close the construction phase of the IPP
facilities commences. Each facility procured in terms of the IPPPP is
required to complete commercial operation by no later than the dates
set out in the RFP. Within this prescribed window period each IPP is
contracted to their targeted commercial operation date (COD) which
marks the successful completion and grid integration of the IPP.
Process takes between 18 to 24 months.

7 Contract Management, compliance monitoring and evaluation over

the lifetime of the projects.
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3.2.1.5 Request For Proposal (RFP) Structure

46. The delegation was also taken through the request for proposal (RFP) process which is
divided into 3 parts and involves setting out the tender specifications.

47. The 1st part highlights the requirements and rules of the RFP.

48. The 2nd one is functionality focused and breaks down the structure of Projects, highlighting
the legal, environmental, consent, financial, technical, land acquisition and land use and the

value for money criteria.
49. The final part is the evaluation which is set at 90% price and economic development of 10%.

Figure 3:Procurement stages and Milestones
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3.2.1.6 Evaluation Process

50. The IPP office does not have any powers over the evaluation, recommendation or approval
of preferred bidders as it’s conducted in a highly secured environment by an independent
evaluation team. The independent Evaluation Committee recommends to the Bid
Adjudication Committee of the Department then the appointment of the Preferred Bidders is
signed by the Director General, as outlined in figure 4;

14



3.2.1.7

51.

52.

S

54.

Figure 4:Evaluation Process
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Agreements Signed with IPPs

The Implementation Agreement -It provides comfort to the lenders in terms of Eskom
Default under the PPA and Expropriation. Though it doesn’t provide support for IPP default,
it allows lenders to remedy the situation before terminating the agreements. Corrupt Act is
dealt in accordance with RSA laws.

Power Purchase Agreements-Eskom purchases the electricity from the IPPs through their
Power Purchase Agreements and sells it to the consumer, on a take or pay agreement in
terms of RE but different for RMIPP or the Peakers.

Direct Agreement-It provides no compensation to the lenders for IPP default and allows
lenders to step-in and remedy the default before termination.

Government Support Framework Agreement-It provides support to Eskom for its
payment obligations under the PPA, and Eskom reports any potential risk that might trigger
the government support.
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55. Connection Agreements with either- The National Transmission Company (if the grid
connection will be at transmission level), the distributor (if the grid connection is at
distribution level) or the Self-Build Agreement with Eskom are into a municipal distribution
agreement with the relevant municipality, as outlined in figure 5;

Figure 5:Agreements signed with IPPs
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3.2.1.8 Economic Development Commitments Made by IPPs

56. On the commitments by IPPs ,the delegation was informed that Bidders are not compelled
by the new PPPFA Regulations to make a commitment in any or all of the elements, though
it remains the social responsibility of the Bidders to uphold the Economic Development
achievements of the IPPPP.

57. Commitments made by Bidders are included in the Implementation Agreement as
obligations and monitored for compliance with the following specific goals;

e Job Creation (RSA citizens who are black, women, youth, people with disabilities
and from communities)

e Local Content (Local content spend during construction and operations)

e Ownership (RSA Citizens, Black people, Black Women and local community
ownership)

e Management Control (Black people and Women at Board, Executive and Senior
Management Level)
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3.2.1.9
58.

e Skills Development (Skills Development, Higher Education Bursaries for Black
Students and skills development of people with disabilities

e Enterprise and Supplier Development (Preferential Procurement, Enterprise and
Supplier Development)

e Socio-Economic Development (Socio-Economic Development commitments in
communities)

Community Shareholding and Trusts

The delegation was also informed that a minimum ownership by local communities in an
IPP of 2.5% is required as a procurement condition, so as to ensure that a substantial portion
of the investments has been structured and secured as local community equity. Shareholding
for local communities has been structured through the establishment of community trusts,
and an individual community’s dividends carned will depend on the terms of each
transaction corresponding with the relevant equity share.

3.2.1.10 National Achievements

59.

60.

On the achievements, the delegation was informed that the IPP Procurement Programme has
been a major catalyst to introduce private sector players in the RE space in South Africa.
Currently, 134 IPPs have been sclected as preferred bidders, 11904 MW electricity capacity
procured, R 334.5 billion investment attracted for energy infrastructure (all bid windows),
95547 GWh energy generated by Renewable Energy sources and 6180 MW already
operational from 90 renewable IPPs.

One of the IPPPP’s significant features is its focus on economic and socio-economic
development impacts that IPPs commit to over the lifetime of the project. So far, 72153
employment opportunities have been created for South African Citizens during construction
and operations, 114.7 million kiloliters of water saved since the inception of the programme,
R 3.2 billion contribution realized for Socio-Economic development and Enterprise
Development, 97.0 M ton CO2 offset by electricity generated by those projects, and
shareholding of 38.7% by black south Africans and 9.6% by Local communities achieved.

3.2.1.11 Challenges

61.

On the challenges witnessed in the IPPP Programme, the major challenge witnessed has
been grid issues with ESKOM lacking sufficient resources to undertake major grid
expansion arising from lack of access to funds from lenders due to their poor investment
grade.

3.2.1.12 Refinancing Initiative (Refi)

62.

On Refi,the delegation was informed that this initiative was launched in 2019 with an aim of
reducing the Bid Window 1-4 tariffs to stimulate economic growth by passing any reduction
in tariffs back to the consumer and the economy.
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