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1.

Introduction

(1)

(2)

@)

(4)

South Africa is undergoing severe load shedding due to insufficient generation capacity. New
generation capacity needs to be procured or made available to contribute to the country’s
energy security and alleviate load shedding, which has a devastating impact on the nation’s
economic growth prospects.

The connection of new generation capacity to the national grid requires that there should be
sufficient grid connection capacity to enable these projects to come online. However, in the
past few years, the development of new grid connection capacity has lagged the uptake of
generation capacity, resulting in severe grid constraints in Transmission’s national corridors,
especially in the Northern Cape, Eastern Cape, and Western Cape. The relaxation of the
requirements for obtaining generation licences under Schedule 2 of the Electricity Regulation
Act 4 of 2006 (ERA) has resulted in an exponential increase in applications for grid
connections from independent power producers (IPPs) with private power purchase
agreements, resulting in further grid capacity constraints.

Traditionally, grid capacity has been allocated based on principles of non-discriminatory and
open access to the grid and in a manner that is fair and transparent to all applicants for grid
connections. In light of the electricity supply crisis and the increasingly dynamic environment
in the electricity generation markets, it has become apparent that the process of allocation of
grid connection capacity should be further enhanced to ensure the efficient allocation of
capacity to projects that are ready to connect to the national grid.

The grid capacity allocation rules give effect to the principle of “first ready, first served” in the
area of grid capacity allocation. The grid capacity allocation rules are designed to reflect the
principles of non-discriminatory and open access to the grid.

2. Policy content

2.1

Policy statement

(1) Eskom shall ensure that the allocation of grid capacity is managed in a manner that is

efficient; that is, grid capacity shall be allocated to projects with sufficiently proven readiness
to connect to the grid.
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(2) Furthermore, the reservation and allocation of grid capacity shall be managed in a manner

that ensures that Eskom meets its primary regulatory obligation of achieving a fair and

transparent process for allocation of grid capacity to all prospective generation customers in
compliance with section 21(2) and 21(3) of the ERA.

(3) Eskom is empowered by section 21(4) of the ERA to develop these rules. Section 21(4)

states that access to the grid must be provided on conditions set out in the licence of a

distributor or transmitter that relate to circumstances under which access may be granted or

refused.

2.2 Principles

(1) The rules are designed to ensure an orderly processing of connection quotations and to give

effect to the following governing principles in the ERA, while adhering to the regulatory

requirements for meeting customer expectations. The following key principles shall apply:

(@)

(e)

All grid connection applications shall be treated in a non-discriminatory manner to
ensure a fair, transparent, equitable, open access to the grid.

To give effect to the first-ready, first-served principle, Eskom shall allocate capacity
to projects based on a demonstrated readiness of the project to build the generation
facility and related grid infrastructure to connect to the grid.

Eskom shall reserve all rights to revoke any grid capacity reserved for a specific
project and/or to reallocate that grid capacity to another project based on any failure
by the applicant to comply with any stipulated timelines in the Cost Estimate Letter,
Budget Quote, connection agreements, and other related agreements.

Eskom reserves the right to implement reservations or allocations of capacity to the
government IPP procurement programme, subject to any required approvals by the

Regulator.

Eskom reserves the right, at its sole discretion, to request additional information for
the processing of applications and to determine whether the information provided is
in sufficient detail or in a commensurate alternative form as may be applicable, taking

into account the specific details and circumstances of the project.
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3. Grid capacity allocation rules
The following rules shall govern the reservation and allocation of grid capacity and support the
orderly processing of the budget quotations:

(1) All grid connection applications (request for budget quotation) shall be accompanied by the
following documents in support of the application:

(a) A completed request for a budget quotation in the form prescribed by Eskom
(b) Payment of a budget quotation fee as applicable and as determined by Eskom

(c) A letter from the National Energy Regulator of South Africa (NERSA) confirming proof
of application for registration or a generation licence as applicable for the generation
facility

(2) In addition to the requirements under 3(1) above, applicants shall submit the following
documents required to assess the readiness of the project:

(a) Environmental consents and authorisations:

i. Environmental Authorisation (EA) and Water Use License (WUL) in
respect of the generation facility,

i. Where applicable (for example, for wind farms), a conditional approval
issued by the South African Civil Aviation Authority in terms of the Civil
Aviation Regulations

ii. Land rights (ownership and lease) to construct the generation facility

(b) Power Purchase Agreement (PPA) Heads of Terms duly signed with the end user of
the power or a licensed energy trader and confirmation from the offtaker

(c) Confirmation of appointment of design consultants accepted by Eskom, where grid
connection works will be undertaken through the self-build scheme for handover to

Eskom on completion

(d) Measured data for the primary energy resource, as applicable (minimum two years
for wind and one year for solar)

(3) Any application that is non-compliant with Rules 3(1), 3(2) above shall, at Eskom’s sole
discretion, be considered incomplete and “disqualified”.
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(4) On receipt of a completed application for grid connection (request for budget quotation),
Eskom shall assess the readiness of the project and conduct a high-level scan (technical
assessment) of available grid capacity and, thereafter, issue a letter of consent to the
applicant indicating the following:

(a) That sufficient grid capacity is available to connect the project and that the application
has been placed in the reservation queue pending receipt by Eskom, within 15
business days of the issuing of the Letter of Consent, of the Grid Capacity Allocation
Guarantee issued by a financial institution approved by Eskom and as set out in
Annexures 1 and 2,

(b) That there is insufficient capacity to connect the project and that an additional scope
of work is required in order to connect the project.

(5)Eskom shall issue a notice of non-compliance with the application requirements as
contemplated in Rule 3(3) above or a Letter of Consent envisaged in Rule 3(4) above within

15 business days of submission of the application for grid connection.

(6)Should the Grid Capacity Allocation Guarantee not be received by Eskom within 15 business
days as indicated in Rule 3(4)(a) above, the Letter of Consent will lapse, the application for
a budget quotation will be deemed rejected, and Eskom will reallocate the affected grid
capacity without further notification to the applicant.

(7)Should an applicant that has received a letter of consent indicating that grid capacity is
available wish to cancel the request for budget quotation, the applicant shall issue a Letter
of Cancellation to Eskom within 10 business days of receipt of the Letter of Consent, failing
which Eskom reserves the right to recoup and deduct any costs incurred up to the date of
cancellation of the application from the applicant’s budget quotation fees.

(8)All projects in the reservation queue shall comply with all requirements stipulated in the
budget quotation and connection agreements, including application conditions in the Cost
Estimate Letter. In the case of grid connection works/projects developed through a self-
build scheme, failure to comply with the following requirements will result in the projects

being removed from the reservation queue:

(a) Failure to appoint design consultants within timelines stipulated by Eskom
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(b) Failure to submit preliminary designs to the relevant technical review
teams/committees within timelines of being requested to do so by Eskom

(c) Failure to rectify and correct any defects with any submission made to Eskom within
14 working days of being requested to do so

(9) Budget quotations shall be issued by Eskom within the period stipulated in the South African
Grid Code(s) or such other period as agreed on by the parties.

(10)On the issuing of a budget quotation, a project shall be required to fulfil all budget quotation
conditions within the acceptance period stipulated in the budget quotations. Once all budget
quotation conditions have been fulfilled, a project shall be moved from the reservation queue
to the allocation queue.

(11)Should a project fail to fulfil the budget quotation conditions within the stipulated acceptance
period, the budget quotation will (subject to Rule 3(13) below) lapse, and the capacity
reserved for such a project shall be reallocated by Eskom in accordance with the first-ready,
first-served criteria outlined in Rules 3(1) and 3(2) above.

(12)Eskom shall, at its sole discretion, grant an extension of the budget quotation acceptance
period beyond the original period, provided that:

(a) a request for extension of the budget quotation is received before expiry of the budget
quotation acceptance period;

(b) no change in scope, timelines, and costs is envisaged during the extension period;
and

(c) the cumulative extension period shall not exceed 60 business days.

(13)All projects in the allocation queue should comply with all requirements stipulated in the
connection agreements, including the budget quotation. Failure to comply with the following
requirements will result in the projects being removed from the allocation queue:

(a) Failure to submit final design packages within the timelines set out in the budget
quotation; and/ or

(b) failure to comply with the budget quotation milestone schedules and/or the

commence and continue provisions stipulated in the connection agreements.
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4. Supporting clauses
Not applicable.

4.1 Scope

4.1.1 Purpose

The purpose of these rules is to allow for the orderly development of budget quotations and to
establish the framework for alignment and standardisation in procedures and monitoring that support
and enable decision-making for stakeholders involved in the grid capacity allocation process for a

fair and transparent grid access process.

4.1.2 Applicability

These rules shall apply throughout Transmission and Distribution Divisions.

4.1.3 Effective date

The effective date of the rules will be the date of final approval of this document.

4.2 Normative/Informative references

Parties using this document shall apply the most recent edition of the documents listed in the

following paragraphs.

4.2.1 Normative

[1] ISO 9001 Quality Management Systems

[2] NERSA (licences and Grid Code)

[3] Safety, Health, Environment, and Quality (SHEQ) Policy (EPL 32-727)

[4] Process Control Manual (PCM) for Manage Customer Base (240-55054906)

4.2.2 Informative

[5] High-Level Guide for Grid Capacity Allocation for Distributed Energy Resources (DER)
Integration (240-170000867)

[6] Integrated Resource Plan 2019

[7] Generation Connection Capacity Assessment (GCCA) Report 2022

[8] Applicable Network Development Plans

[9] Applicable Transmission Development Plans

[10]Principles for the Demarcation of Assets between Transmission and Distribution

[11] Transmission Customer Migration Policy (34-1714)

[12]Eskom Revenue Security Policy (240-66204065)

[13] Quotation Policy and Process for Generator Connections (32-978)

[14] Transmission Customer Services Position Paper (Draft) (240-162332920)

[15]Grid Connection Guide for Independent Power Producers and Generators (240-94193619)
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[16] Time to Quote (Cost Estimate) (EPM 2497)

[17]Time to Quote (Budget Quote) (EPM 2498)

[18] Time to Connect (Grid Connection) (EPM 2496)

[19]Process Control Manual for Customer Services Core Operations Management (240-45373931)
[20] Distribution Network Code (as amended from time to time)

[21] Transmission Network Code (as amended from time to time)

[22] Electricity Distribution Licence

[23] Electricity Transmission Licence

4.2.3 Disclosure classification document

Controlled disclosure: there shall be controlled disclosure to external parties (either enforced by

law or discretionary).

4.3 Abbreviations

Abbreviation Explanation

BQ Budget quotation

CEL Cost estimate letter

CoE Centre of excellence

DER Distributed energy resources

DG Distributed generation

DMRE Department of Mineral Resources and Energy
Dx Distribution Division

EA Environmental authorisation

ERA Electricity Regulation Act 4 of 2006

GAU Grid Access Unit

GCCA Generation connection capacity assessment
GM General manager

Gx Generation Division

IPP Independent power producer

ISO International Organization for Standardization
KPI Key performance indicator

MEC Maximum export capacity

MTS Main transmission system

NERSA National Energy Regulator of South Africa
PCM Process control manual

PPA Power purchase agreement

PV Photovoltaic

SBA Self-build agreement

SHEQ Safety, health, environment, and quality
SLA Service-level agreement

Tx Transmission Division
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Abbreviation Explanation

WUL Water use licence

4.4 Definitions

(1) Allocation: the awarding of grid connection capacity to a project on fulfiiment of all applicable

suspensive conditions.

(2) Reservation: the provisional allocation of grid connection capacity to a project subject to the

fulfilment of further suspensive conditions.

4.5 Roles and responsibilities

(1) Eskom will provide a grid capacity connection assessment report that is publicly available

and updated at a frequency as determined by Transmission Grid Planning.

(2) Eskom has to make IPPs aware of capacity changes via the GCCA reports.

4.6 Process for monitoring
Adherence to the policy and awareness of Eskom personnel will be monitored through regular audits

and peer reviews.

5. Authorisation
This document has been seen and accepted by:

Name Designation

Velaphi Ntuli General Manager, Dx Operations Enablement

Jacob Machinjike General Manager, Tx Grid Planning

Nonhlanhla Miya Senior Manager, Dx Grid Access Unit (Interim)

Ronald Marais Senior Manager, Tx Grid Planning

Kurt Dedekind Middle Manager, Dx Planning Centre of Excellence (CoE)
Makoanyane Theku Senior Manager, Tx Customers and Grid Connections
Dudu Hadebe Corporate Specialist, Tx Customers and Grid Connections
Mamiki Nkuna Chief Advisor, Tx Customers and Grid Connections

Riaan Smit Chief Engineer, Dx Planning CoE

Alwyn Marais Chief Engineer, Tx Project Development

Jurie Groenewald Middle Manager, Tx Project Development

Leonard van der Walt Senior Manager, Tx Project Development

Portia Papu Senior Manager, Dx Asset Creation CoE

Hasha Tlhotlhalemaje General Manager, Dx Regulation

Caswell NdIhovu Chief Engineer, Tx Grid Planning
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Name Designation

Mutenda Tshipala

Senior Manager, Dx Strategy Development

Gav Hurford

Senior Manager, Tx National Control

Keith Bowen

Senior Manager, Tx Market Operator

Akash Prakash

Senior Manager, Tx Central Purchasing Agency

Al' Louise van Deventer

Senior Manager, Dx System Operations

Hendrik Thwala

Senior Manager, Dx Legal

Kgabo Maitisa

Chief Advisor, Tx Legal

6. Revisions

Date

Rev.

Remarks

31 May 2023

New document development

7. Development team

The following people were involved in the development of this document:

e Seetsele Seetswane

¢ Nonhlanhla Miya
e  Mamiki Nkuna
e Dudu Hadebe

8. Acknowledgements

None.
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9. Annexure 1: Proposed Grid Capacity Allocation Guarantee
PV1 (75 MW) Wind1(140MW)

Economic Cost - Loadshedding(R) ECLS R1540414 800,00 R3 910599 705,60
Cost of Loadshedding (R/MWh) COLS R10 700,00 R10 700,00
Capacity Factor (%) CF 25% 34%
Generation Capacity (MW) GC 75 140
*BQ Development Period(months) DP 6 6
*BQ Validity Period(months) VP 6 6
*Project Execution Period(months) EP 12 12
Loadshedding Time(%) LT 0,43 0,43

ECLS = COLS*CF*GC*

(DP+VP+EP)*LT R1 540414 800,00 R3 910599 705,60
Economic Cost - Production(R) ECP
Eskom's Primary Energy
Cost(R/MWh) PEC R900,00 R900,00
Average Technology Tariff(R/MWh)  ATT R500,00 R400,00
Non-Loadshedding Time (%) NLT 1 1

ECP= (PEC-ATT)* NLT*

GC*CF*(DP*VP*ET) R133 920 000,00 R424 972 800,00
Total Economic Loss ECLS+ECP R1674 334 800,00 R4335572505,60
Total Nominal Generation
Capacity(MW) TNGC 54000,00 54000,00
Share of Economic Loss (%) MEC/TCAP 0,001389 0,002593
Guarantee Amount R2 325 465,00 R11 240 373,16

*Note 1: The guarantee amount covers the reasonable cost to the rate base for a period equal to the
same period as it takes to develop a similar generation facility from grid capacity reservation up to

grid connection of the facility.
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10. Annexure 2: Form of Grid Capacity Allocation Guarantee

FORM OF GRID CAPACITY ALLOCATION GUARANTEE

[To be submitted on the letterhead of the issuing institution]

By: [insert name of issuer of the Grid Capacity Allocation Guarantee]

In favour of: Eskom Holdings SOC Ltd, Reg. No. 2002/015527/30 (“Eskom”)

WHEREAS [insert the name of the Project Company] ("Customer") intends to submit a request
for a Budget Quote for [e] [insert Distribution or Transmission Connection Works] to connect
the Customer’s facility to the [e] [indicate Distribution or Transmission] system at [insert the
description and location of the Facility].

AND WHEREAS Eskom requires the Customer to provide an on demand guarantee in favour of
Eskom in the amount of [insert amount of Grid Capacity Allocation Guarantee] ("Guarantee
Amount") to secure certain undertakings or obligations of the Customer under the Budget Quote
and related Connection Agreements;

AND WHEREAS we, [insert name of issuer of the Grid Capacity Allocation Guarantee] ("Bank
I [Insurer (substitute throughout if applicable)]") have agreed to issue this guarantee to secure
such undertaking and obligations of the Customer ("Grid Capacity Allocation Guarantee").

NOW THEREFORE:

1. The Bank, duly represented by being duly
authorised to sign this Grid Capacity Allocation Guarantee, hereby irrevocably and
unconditionally guarantees and as a primary obligation undertakes to pay Eskom without
objection or argument amounts not exceeding in aggregate the Guarantee Amount, such
payment(s) to be made by the Bank upon first written demand by Eskom being received at
the Bank’s counter, situated at [e], attention [e], declaring that the Customer has:
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1.1 breached any requirement of the Budget Quote or the Customer has failed to
comply with any terms of its Budget Quote and/or related connection agreements
and/or the Customer’s reserved capacity or allocated capacity has been revoked
as a result of the Customer’s actions.

1.2 failed to utilize the allocated grid capacity within the timelines stipulated in the
Budget Quote.

2. More than one demand may be made under this Grid Capacity Allocation Guarantee,
provided that the aggregate amount payable shall not exceed the Guarantee Amount.

3. Payment of the amount(s) so demanded will be made without set-off or deduction to the
following account, or such other account as Eskom may notify the Bank in writing:

4. Bank: [e][Eskom to insert bank details]

Account Name:
Account Type:
Account Number:
Branch Name:
Branch code:
SWIFT Code:

5. This Grid Capacity Allocation Guarantee shall be valid and effective from the date of its issue
until the expiry of the Grid Connection Date (as indicated in the CEL and BQ).

6. The Customer shall maintain the guarantee in full force and effect for the period commencing
on the date of request for a budget quote and ending on the date of the generation facility’s
grid connection (Grid Connection Date),

7. This Grid Capacity Allocation Guarantee shall remain valid during the above period
notwithstanding the Customer’s insolvency, winding-up, liquidation, business rescue,
dissolution or deregistration, whether provisionally or finally.

8. Notwithstanding the above provisions, this Grid Capacity Allocation Guarantee shall
terminate and be returned to the Bank within fifteen (15) Business Days of payment of an
amount or amounts which in aggregate equal the Guarantee Amount, or, of expiry of the Grid
Capacity Allocation Guarantee as set out above.

9. This Grid Capacity Allocation Guarantee shall be governed by the laws of the Republic of
South Africa, and the parties hereto consent and submit for the benefit of Eskom to the non-

exclusive jurisdiction of the North Gauteng Division of the High Court of South Africa.
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