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Becoming an Independent Power Producer (IPP) in South Africa
1. Find a site (Purchase outright or lease sub-division)

After locating a suitable site for wind or solar energy, the first step towards acquiring a Purchase Power
Agreement (PPA) from The Department of Energy depends on whether the investor intends on
purchasing the land outright or leasing a portion of the land from the land owner. If the first is true
then the investor can proceed directly to acquiring planning permission. If a lease is intended, the
process becomes slightly more rigorous.

2. Obtain Department of Agriculture approval for the lease agreement

Act 70/70 governs the sub-division of agricultural land. Agricultural land may only be sub-divided if it
can be argued that both sub-divided portions will be economically viable independent entities. A lease
of longer than 9 years is deemed by the act to require the same approval process as sub-division. The
department of agriculture, forestry and fisheries (DAFF) has decided that it will not allow sub-division
in order to build renewable energy plants but will allow leases of up to 25 years under certain
conditions. An investor wishing to lease land should however apply for Act 70/70 approval of the lease
prior to signing such a lease. The application requires a draft of the lease agreement, a lay-out of
potential wind turbine or solar sites, and a soil analysis from an agronomist to indicate the cultivation
potential of the site.

DAFF has indicated that they will require he lease to meet certain conditions in order to get Act 70/70
approval. These are as follows:

a) The farmer is entitled to continue farming

b) The lessee is responsible for any erosion of land or soil damage incurred during the lease

period.

c) At the end of the lease all equipment will be removed and the land restored to the original
condition

d) The land owner should be made aware that the existence of the lease could affect the value of
his land

e) There can be an option to renew the lease
f) The lease may not affect the water rights of the farmer

3. Apply for Planning Permission

Planning permission needs to be obtained for any development and in the Western Cape; this is
subject to the Land Use Planning Ordinance (LUPO) 15/1985. This ordinance requires that planning
permission be applied for from the local authority in which the land is situated. The government has
decided that the appropriate planning permission for a power plant on agricultural land is a “consent
use”. Atown planner who is used to working with the local municipality should do this application.

u

THIS CITY WORKS FOR YOU




4.

Conduct an Environmental Impact Assessment

An environmental impact assessment (EIA) will be required. This process requires the assistance of an

EIA consultant and takes between 12 and 24 months. The department of environmental affairs will in
all likelihood require the following specialist studies:

The de
criteria

Visual impact assessment

Paleontological study

Archaeological study

Avifauna and bat study — there is a proposal which will require 12 months monitoring of bat
and bird life both before and after construction

Botanical, zoological, and environmental impact assessment

Agronomy report

partment of Environment affairs (national and provincial) has been working on mapping the
that they use for assessing potential wind sites and solar sites so that potential developers can

use this as a pre-selection criteria when looking for sites with wind or solar potential.

5.

Get a Tie-in agreement with Eskom

In order to sell power via the grid, the potential IPP will need to get a tie-in agreement with Eskom.
The process for this is currently as follows, although it might change in future:

6.

You will need to speak to the regional head of distribution for Eskom for the region in which
your plant is expected to be built and determine:

0 Whether the grid at that point can take the power you wish to produce,

0 Whether Eskom is happy for you to tie in at the line or substation at that point and what

the conditions would be.

You will need to apply for a cost-estimate letter (at this stage Eskom will only negotiate and
agree tie-in agreements with parties that have been selected by the department of energy
(DOE) for negotiating a PPA). This cost estimate letter will give you an estimate of the costs
involved in tying to the grid at the requested point, a quote on an upfront connection charge,
and a quote on an annual agency fee.
Once the IPP has been selected by the DOE and a PPA is being negotiated, then Eskom will
update these costs and the IPP will need to accept responsibility for these costs before a tie-in
agreement can be concluded,

Apply for a generating license

At present you can only apply for a generating license from the National Energy Regulator of South

Africa (
Eskom.
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NERSA) once you have been preselected by the DOE and have agreed a tie-in agreement with
This procedure is a formality and should not prove an additional hurdle.
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7. How do you get your project selected by the DOE for a PPA?

At present the indication is that the DOE and National Treasury (NT) will run a roIIiné feq'ljés;c for
proposal (RFP) process that will call for proposals from prospective IPP’s regarding projects that have
sufficiently progressed to the point that proof of financing is available. This rolling process will be run
multiple times each year until the annual allocation of renewable energy projects according to the
IRP2010 have been approved. Whilst every indication exists that it is intended this process be
governed by repeated rounds of bidding, determined periodically.

8. Civil Aviation Approval (Wind)
The applicant will need to get civil aviation approval for the development of the site.
9. Department of water affairs

A letter of approval is needed from water affairs. They are interested in the water requirements during
construction and operation of the site.

10. Section 53 at Mineral resources

It is prudent to apply for a sterilization of mining rights at the Department of Mineral Resources. (This
is not a requirement to bid — yet it could be a problem)

11. How much Renewable energy will be purchased

The integrated resource plan of 2010 (IRP2010) specifies that a total of 9 200 MW of wind, 8 400 MW
of solar PV 1200 MW of CSP, and 125 MW of landfill gas and small scale hydro power be built. The
IRP2010 both empowers and obligates the department of energy to sign contracts for this power. The
department of energy going forward can also amend the IRP2010 should circumstances change. In the
1* round there is appears to be more than suggested in the IRP2010 with 1850MW of Wind and
1450MW of PV allocated for this first bid process.
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