
MLC Energy Engagement (10.12.19): Suggested Talking Points for Business 
 
Introduction 

• South Africa faces an energy crisis: 
o Prices have increased fivefold in the past 10 years. 
o Supply is regularly interrupted due to unreliable generation and distribution. 
o Our utility is outdated, insolvent without large bailouts, inefficient and severely 

impacted by state capture with a poor internal siloed culture. 
• Business and labour need to find common purpose on how to address this crisis which leads 

to (net) job creation and investment. 
• The IRP has been approved and published. We now need to immediately implement the 

approved IRP if we are to prevent an escalation of this crisis in the coming years. 

Business Position  

1. Business does not favour one technology over another. The only consideration should be the 
lowest cost and reliable energy path to make our economy as competitive as possible, and 
allow the economy as a whole to create the most jobs. 

2. The single most pressing short-term issue is to address security of supply, without which the 
economy cannot progress and will shed jobs. Eskom cannot be relied upon to do this. To 
avoid the economy being constrained by diminishing supply the Minister of DMRE must as a 
matter of extreme urgency: 

a. Make the Ministerial New Generation Determinations necessary, in concurrence with 
NERSA, to initiate renewables and gas procurement as required by IRP19. The IRP 
says we need 11.6GW of procurement by 2025 plus 2.5GW of embedded generation. 
Round 5 of the REIPPP is ready to go and this procurement should be prioritized.  

b. Amend Schedule 2 of the Electricity Regulation Act to lift license exemption from 
1MW to 10MW. For own use (embedded generation) that does not require Eskom 
transmission there should be no license requirement, irrespective of size of plant. 
(Note: the EIUG members would build 1.3GW of capacity immediately if these 
regulations were amended! The IRP envisaged the need for 500MW per year of 
embedded generation). To parallel this the Minister needs to direct NERSA to move 
all sub-10MW from licensing to a simple registration only process. 

If these two actions are not taken immediately, loadshedding will escalate, many businesses 
will contract or close and workers and the fiscus will suffer. We have no other viable options! 
The proposed DMRE RFI for emergency power will yield only very expensive options. 
Embedded generation is also the fastest way with the highest jobs multiplier effects. The 
proposed 2GW emergency procurement round by DMRE in IRP is unlikely to prove effective 
and be highly costly. 

The IRP path for embedded generation could create some 13,000 jobs by 2030 (based on 
CSIR figures). Procuring 11.6GW of larger capacity could lead to the creation of around 200k 
job years based on evidence from the first four rounds. 

3. In the medium term we must ensure security of supply and the lowest possible cost for 
consumers and businesses. To do this we must: 

a. Fix the operational issues at Eskom, including rooting out corruption, reducing up to 
R20bn of costs (focused in procurement and staff costs) and improving efficiency. 



Eskom needs to be efficient and professionally run in order to fix security of supply 
and ensure the lowest cost of electricity.  

b. Restructure the Eskom balance sheet so that Eskom has a manageable debt burden. 
Remove R250bn of debt from the Eskom balance sheet so that interest costs reduce 
by c. R35bn per year. The use of an SPV structure between the sovereign and Eskom, 
into which Green Fund transition financing from abroad can be directed, is the most 
attractive option to achieve this, as it will reduce the cost of capital, catalyse 
significant new investment into the country and ensure a structured and funded “just 
transition”. 

c. Modernise Eskom, by separating generation, transmission and distribution. This 
should include the immediate appointment of a separate Board for the transmission 
system/market operator company to drive this first step of the restructuring. The 
independence of the transmission system market operator is crucially important to 
ensure a level playing field (More than 100 countries have modernized their energy 
sector in this way). Currently the TSMO is not envisioned to be independent before 
the middle of the next decade in the Eskom roadmap. This should be accelerated. 

4. We must put real content to the idea of the Just Energy Transition. We should request the 
President establish a single well-resourced technical task team (which must be depoliticized), 
and combined existing separate plans for three task teams on JET around government, to 
figure out practical steps to ensure a just transition. 

a. This Presidential JET task team should be focused on net job security across the 
economy as a whole, looking at the job creating opportunities of renewables, 
manufacturing in the sector, the Hydrogen economy and more. 

b. It should look at funding options locally and from abroad that can support retraining 
and reskilling as well as incentives for jobs in the new green economy to be located in 
traditional coal areas.  

c. It should look at the risks of stranded assets in the carbon economy – coal mining and 
SASOL – and how government and the private sector should respond to these. 

d. It needs to look at how SA can use its strong natural renewables endowment to drive 
a globally competitive sector, how this is marketed and how local content and jobs 
are derived from this.  


