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DISCLAIMERS AND RIGHTS

NOTHING IN THIS REPORT IS OR SHALL BE RELIED UPON AS A PROMISE OR REPRESENTATION OF FUTURE EVENTS OR RESULTS. AFRY HAS 
PREPARED THIS REPORT BASED ON INFORMATION AVAILABLE TO IT AT THE TIME OF ITS PREPARATION AND HAS NO DUTY TO UPDATE THIS 
REPORT.

AFRY makes no representation or warranty, expressed or implied, as to the accuracy or completeness of the information provided in this report or 
any other representation or warranty whatsoever concerning this report. This report is partly based on information that is not within AFRY’s 
control. Statements in this report involving estimates are subject to change and actual amounts may differ materially from those described in this 
report depending on a variety of factors. AFRY hereby expressly disclaims any and all liability based, in whole or in part, on any inaccurate or 
incomplete information given to AFRY or arising out of the negligence, errors or omissions of AFRY or any of its officers, directors, employees or 
agents. Recipients' use of this report and any of the estimates contained herein shall be at Recipients' sole risk. 

AFRY expressly disclaims any and all liability arising out of or relating to the use of this report except to the extent that a court of competent 
jurisdiction shall have determined by final judgment (not subject to further appeal) that any such liability is the result of the wilful misconduct or 
gross negligence of AFRY. AFRY also hereby disclaims any and all liability for special, economic, incidental, punitive, indirect, or consequential 
damages. Under no circumstances shall AFRY have any liability relating to the use of this report.

All information contained in this report is confidential and intended for the exclusive use of the Recipient. The Recipient may transmit the 
information contained in this report to its directors, officers, employees or professional advisors provided that such individuals are informed by the 
Recipient of the confidential nature of this report. All other use is strictly prohibited.

All rights (including copyrights) are reserved to AFRY. No part of this report may be reproduced in any form or by any means without prior 
permission in writing from AFRY. Any such permitted use or reproduction is expressly conditioned on the continued applicability of each of the 
terms and limitations contained in this disclaimer.
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Agenda

1. Background and long-term generation mix

2. Panel discussion
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BACKGROUND

South Africa has excellent potential for PV and wind capacity, but 
procurement delays have slowed deployment

*ZAR-denominated tariffs converted using the average annual USD/ZAR exchange rate applicable to each round

− Some rounds also included Biomass, Landfill Gas and small 
run-of-river hydro
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Average awarded REIPPP tariffs* (US$/MWh, real 2018) Commentary

– Renewable capacity is centrally planned by the Department 
of Mineral Resources and Energy (DMRE) under its Integrated 
Resource Plan (IRP). 

– Capacity recommended under the IRP is then tendered 
following a ministerial determination.

– Tenders are run by the IPP Office, an independent 
government agency.

– Winning bidders sign PPAs, which are guaranteed for a period 
of 20 years 

– The REIPPP has been extremely successful in bringing 
forward wind and solar capacity so far - from 2011 to the 
beginning of 2015 four rounds of auctions were held for 
3.6GW of capacity.

– The signing of the Round 4 PPAs was delayed by nearly 3 
years.  Eskom eventually signed the PPAs in April 2018 after 
initially refusing to do so.

– REIPPP Round 5 was due to launch in H2 2018 (1.0GW PV & 
1.6GW wind), but has been delayed until further notice
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BACKGROUND

Meanwhile, the price of renewables, particularly solar PV, continues to drop

International auction results – Lowest bidders (US$/MWh, nominal) Commentary

– The drop in PV prices looks set to 
continue, while decreases in onshore 
wind prices have been more modest

– Driven by:
– dropping capital costs;
– increasing competition;
– low cost of finance; and
– decreasing transaction costs.

– Variation between countries is driven by 
differences in:

– Load factor
– PPA contract terms e.g. length, risk 

allocation, etc.
– Cost of debt / equity

– South Africa has seen relatively low 
prices by international standards

6

RSA

RSA

RSA



BACKGROUND

Solar PV and wind are currently the cheapest sources of energy in South 
Africa 

*Gas price = $6/mmbtu, coal price = $2/mmbtu, WACC = 7.2% (pre-tax).     **The LCOE figures only provide a rough indication of possible Round 5 prices. They do not account for details 
such as the local competitive landscape, the most recent cost of finance, or the specifics of the REIPPP PPAs
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– We expect solar PV to be the cheapest source of new energy 
in South Africa in REIPPP Round 5**

– Wind is also extremely competitive in LCOE terms, and often 
has an hourly generation shape which is more 
complementary to the demand profile than solar PV

– Coal is a cheap source ignoring carbon or other emissions 
taxes

– CCGTs have higher LCOE than coal if running baseload, but 
the LCOE position would be reversed if load factors for both 
CCGT and coal were 50% or lower, due to coal’s higher 
capital costs

– Nuclear and CSP are both uncompetitive as new sources of 
energy
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LONG-TERM GENERATION MIX

We expect strong growth in renewables and a move from coal to gas, but 
this is heavily dependent on future fuel prices and government policy

*Projection as of Jan 2020 
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– We have developed a future capacity mix by combining 
assumptions in IRP2019 with AFRY’s view on technology 
costs and our BID3 model

– We believe that the IRP’s wind and solar cost assumptions 
are significantly above current market prices

– Our modelling shows a very high potential for wind and solar 
PV … there could be 96GW of wind and solar deployed by 
2050

– The IRP sees a bigger role for wind than for solar, while our 
view is more evenly balanced. 

– These high RES volumes are supported by a mixture of 
schedulable capacity. In the short-run this comes from GTs, 
but in the longer-run CCGTs and batteries are critical.
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Agenda

1. AFRY’s modelling of the South African electricity sector

2. Panel discussion
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Contact us
CONCLUDING REMARKS

− Reach out to us for more information:
brendan.cronin@afry.com
alan.whitaker@afry.com

11 2020-07-09 | COPYRIGHT ÅF PÖYRY AB | RENEWABLE ELECTRICITY IN SOUTH AFRICA

− More webinars will follow with relevant topics, and any 
update on the evolving situation.

The Iberian 
electricity market 
after COVID-19

Thursday 16 July
2pm BST / 3pm CET
Sign up

mailto:brendan.cronin@afry.com
mailto:alan.whitaker@afry.com
https://register.gotowebinar.com/register/7351980564556519181?source=web0207
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