11 SEPTEMBER 2019

CORPORATE &
COMMERCIAL

ALERT

INEEEIN Renewable energy — a source of economic

ISSUE growth for South Africa

On 27 August 2019, Finance Minister Tito Mboweni released an
economic Otrategy Oeport (Strategy Report) prepared by National
Treasury (Treasury) which detailed the structural reforms that could

assist in reversing the downward trend in South Africa’s growth potential
and competitiveness.
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One of the many
reforms on the growth
reform agenda is
transforming the
electricity sector to
keep up with the
technological changes
in the electricity space.

Renewable energy — a source of

economic growth for South Africa

On 27 August 2019, Finance Minister
Tito Mboweni released an economic
Strategy Report (Strategy Report)
prepared by National Treasury (Treasury)
which detailed the structural reforms
that could assist in reversing the
downward trend in South Africa’s
growth potential and competitiveness.

One of the many reforms on the
growth reform agenda is transforming
the electricity sector to keep up with
the technological changes in the
electricity space.

According to the Strategy Report, the
slow growth in the economy and the
continuous increase in electricity tariffs are
“affecting competitiveness and household
welfare and pushing demand off grid”

or contributing to a reduced reliance on
the grid. This means that South Africans
are making use of gas stoves, solar water
geysers and rooftop solar photovoltaic
systems, which are increasingly becoming
cheaper energy alternatives.

The Strategy Report, however, recognises
that although grid defection has
implications for municipalities, who rely
on electricity sales as a source of revenue,
government can capitalise on independent

power producers. According to the
Strategy Report, government would not
have to spend on large electricity capital
infrastructure build, to meet electricity
demands, if its electricity reform system
allows households and businesses to sell
excess electricity back to the grid.

Treasury is therefore encouraging

and supporting power production by
independent power producers (including
private citizens with solar photovoltaic
panels) to feed excess power into the
grid and is considering regulations and
legislation in this regard, as well as in the
industrial sector to gain access to the grid
to permit wheeling of electricity, which
would support industrial growth.

Notably, the Strategy Report also discussed
the Integrated Resource Plan (IRP), which
determines the long-term electricity
demand and details how the demand
should be met, with the vision of the IRP
being that “the base case of the IRP should
be unconstrained so that all policy options
can be compared to the least-cost option”.
An updated IRP is expected to be issued by
the Department of Mineral Resources and
Energy before the end of this year.
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Cliffe Dekker Hofmeyr is very pleased to have achieved a Level 1 BBBEE verification under the new BBBEE Codes of Good Practice. Our BBBEE verification is
one of several components of our transformation strategy and we continue to seek ways of improving it in a meaningful manner.
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relation to any particular situation. Cliffe Dekker Hofmeyr will accept no responsibility for any actions taken or not taken on the basis of this publication.
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