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Good news: 500MW of renewable power
projects have been approved under 100MW
allowance
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Since government raised the licence threshold for generation projects in August 2021, nearly

500MW of new renewable energy projects have been registered by the National Energy

Regulator of South Africa (Nersa), analysis shows.

The regulatory change was one of the major steps government took to reduce load shedding. At

the time, Mineral Resources and Energy Minister Gwede Mantashe admitted that President

Cyril Ramaphosa had twisted his arm to raise the licence threshold to 100MW.
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Most renewable energy projects which have been registered under the new licence exemption are solar PV.

Last August, government raised the licence threshold for renewable energy projects to
100MW.

Since the change, nearly a year ago, the energy regulator has successfully registered
479MW of new renewable energy projects.

Most projects have been solar PV, with the majority springing up in the North West, as
shown by Trade & Industrial Policy Strategies.
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Initially, projects of 1MW were exempt from requiring a licence. The department had considered

raising the threshold to a mere 10MW, until Ramaphosa intervened.

Under the new regulations, projects do not need a licence – which is a lengthy process –

instead, they just need to be registered with the energy regulator. Fin24 previously reported that

Nersa had registered 16 of these renewable energy projects within 19 days.

Analysis by the independent think tank Trade and Industrial Policy Strategies shows that so far,

479MW worth of projects have been registered since last August.

In the three years before that change, only 188MW of projects had been registered with Nersa,

says Gaylor Montmasson-Clair, senior economist on sustainable growth at TIPS.

He told Fin24 that the number and size of projects had also increased. Since 2018, over 540

projects were registered.

Until the regulatory change in August 2021, the projects were very small, said Montmasson-Clair.

According to TIPS, four large projects - two of 100MW, one of 80MW and one of 72MW and two

medium-sized projects of 10MW and 40MW have been registered since August. A total of 35

projects between 1MW and 10MW have also been registered.  

TIPS also found that the majority of projects registered are solar PV. Typically, embedded

generation projects - for own use - are small and solar PV is conducive to this. 

"It doesn't make sense to do small wind. You have to go big," explained Montmasson-Clair.

One large wind project of 72MW, based in the Eastern Cape, was registered in the second

quarter of 2022, he said.
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Of all the provinces, the North West accounts for a third of new projects that have been

registered. This is followed by Limpopo and the Northern Cape. Notably, few independent

power projects have been registered in Mpumalanga, which is home to most of South Africa's

large-scale coal-fired power plants.

· Jul 6, 2022Gaylor Mon…
@GaylorTIPS
Replying to @GaylorTIPS
Not surprisingly, the vast 
majority of projects are based 
on #solarenergy PV 
technology although one large 

Montmasson-Clair highlighted that quite a few mining, manufacturing and agricultural companies

are relying on these projects. Even property developers are registering projects. 

He added that a number of projects are expected to be registered in the third quarter.

It was envisioned that this regulatory change would also help limit load shedding by easing

pressure on the grid - as companies would rely on their own generation capacity.

South Africa recently faced Stage 6 load shedding due to a loss of about 18 000MW of capacity.

Eskom CEO André de Ruyter has repeatedly said that there is a generation capacity gap of

between 4 000MW to 6 000MW. Plugging this gap is essential to give Eskom room to conduct

maintenance of plants – which requires taking off generation capacity from the grid – and

ensuring that system reliability is maintained, Ramaphosa said in his latest newsletter.

READ | New plan to boost power supply to be announced in coming days, Ramaphosa says

Several other groups, such as the National Planning Commission (NPC) and civil society

organisations, meanwhile, are calling for more robust regulatory changes to allow more

generation capacity on the grid.

The NPC has also called for the 100MW licence threshold to be removed.

Montmasson-Clair said removing the limit would probably lead to bigger projects being rolled

out, and that would have implications for the grid, which would need to be considered carefully.

"I think it is useful to still have a limit."

He also suggested the battery storage capacity should be separated from the generation

Read more
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Most renewable energy projects that have been registered since 2018 have been solar PV. (Chart: TIPS).
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capacity calculation. If you have a 90MW project with 10MW battery storage, you will have

reached the 100MW limit, Montmasson-Clair explained.

Other measures to be taken include streamlining the registration process and possibly shifting it

entirely online.

A possible feed-in-tariff to compensate producers of energy for the excess power fed to the grid

will also help get more generation capacity on the grid. In Vietnam, for example, a feed-in-tariff

helped secure 9GW of generation capacity for the country, said Montmasson-Clair.

Currently, there is no feed-in-tariff system to financially compensate residents feeding excess

power to the grid. However, municipalities like City of Cape Town can credit consumers' utility

bills with the surplus power to the grid – and residents can effectively reduce their utility bills.

However, residents must be net consumers (consume more power from the municipality than

they produce). Eskom has a similar arrangement or a net-metering tariff with its commercial

customers.

Montmasson-Clair noted that a lot of excess power is essentially being lost, when it could be fed

back to the grid.

At a briefing on Monday, Eskom chief operations officer Jan Oberholzer said that load shedding

is expected to be lifted in 10 days.

The government will also announce a new plan in the "coming days" to tackle load shedding,

Ramaphosa said in his weekly newsletter.
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