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1. Introduction
Context of the Study

South Africa’s electricity crisis in 2008 prompted government to take drastic measures to
implement energy saving initiatives, as detailed in the National Energy Efficiency Strategy (NEES)
of 2005. The objective of this strategy was to reduce residential energy demand by 10% by 2015.
Initially, during the electricity supply crisis, various policies and incentive programmes were
developed to improve energy efficiency (EE) and reduce electricity demand. These gained
momentum and markets for EE products, appliances and equipment were developed. In
subsequent years, the energy landscape in South Africa changed from an under to an oversupply
of electricity, leading to a decline in the emphasis placed on EE and further EE policy development.
Internationally, EE continues to gain attention as a means to environmentally sustainable economic
and inclusive social development. Given the multiple benefits that EE provides (such as
environmentally sustainable economic and employment growth, decarbonisation, improved trade,
technological innovation, energy security, and inclusive energy access), it is essential that the
Department of Energy (DoE) and the South African Government consider policies and incentive
programmes that can progress and scale up EE to contribute to sustainable energy supply and
consumption (NEES, 2015).

Problem Statement

EE is a measure of how efficiently an appliance, building, organisation or country utilise its energy
resources (UNIDO, 2016), whereas EE incentive programmes are intended to encourage, or
motivate customers to reduce the total amount of energy they consume for a given level of energy
service provided, without compromising the quality or level of service. Resulting EE actions could
include investments in EE technologies and practices and/or changes in customer behaviour
(Prindle, 2010).

Despite numerous advances in EE policy development and incentive programme implementation,
enactment of new EE policy measures has slowed down; nearly all the increase in coverage were
a result of existing policy amendments and over two-thirds of global energy use are still not
included in any EE policy frameworks (IEA & OECD, 2017). The International Energy Association’s
(IEA) Efficiency Policy Progress Index indicates that the impact of policies increased at their
slowest rate in recent years and rates of progress vary significantly across countries (ECEEE,
2017).

South Africa took an early lead in developing national guidelines for energy production and
consumption with the promulgation of the White Paper on Energy in 1998, which was further built
upon by the NEES (2005).

Significant gains were made in EE during and directly after the 2008 electricity supply crisis.
Furthermore, the Standards and Labelling (S&L) Programme has been successful in improving EE
uptake after 2010 (Tholen, et al., 2016). Nevertheless, since the initial expansion of EE programme
development, advances in South Africa’s EE regulatory environment have stalled, considering that
most of the Energy Efficiency Demand Side Management (EEDSM) programmes that were being
championed by Eskom have been placed on hold: The policy arena pays less attention to EE, with
much of government’s focus shifting to supply side generation capacity investment.

To scale up energy security, economic growth and environmental sustainability, the EE policy
incentive environment must be reformulated and improved in line with South Africa’s national policy
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objectives; employment creation, low carbon economic growth, Greenhouse Gas (GHG) reduction,
and a socially inclusive and affordable energy supply.

It is concerning that South Africa faces several barriers that hinders the uptake of EE measures.
The uptake of EE measures remains muted and some incentive programmes have not managed
to achieve their desired outcomes, such as the widespread adoption of EE manufacturing
processes and the proliferation of EE appliances and equipment throughout the economy
(especially within the residential and commercial sectors).

The EE regulatory framework must be reformulated to create a policy incentive environment that
will improve the uptake of EE measures, specifically regarding the residential and commercial®
markets. EE policies must be evaluated according to their value for money and their ability to
realise national development goals (Duffy, et al., 2015).

South Africa’'s Commitment to the Paris Climate Accord

Emanating from the 2015 Paris Climate Accord, South Africa’s Nationally Determined Contribution?
(NDC) was formulated within the context of the environmental rights set out in section 24 of the
Constitution and the National Development Plan, 2030 (National Planning Commission, 2012).
According to its NDC, South Africa is committed to limit GHG emissions to below 398 MtCO: and
614 MtCO:2 per year by 2025 and 2030 respectively. This is the benchmark against which the
efficacy of mitigation actions will be measured (DEA, 2015).

South Africa’s abundant coal reserves have led to a historical dependence on coal as a source of
electricity, resulting in a highly carbon-intensive economy, with the electricity sector alone
accounting for almost half of GHG emissions (National Planning Commission, 2012). The IEA
suggest that 50% of emission reductions can be met through the implementation of EE instruments
(IEA, 2016). EE is thus explicitly linked to investment in and policy support for the generation of
environmentally sustainable and renewable energy as well as reducing the country’s harmful
emissions. Towards this end, the NDP seeks to reduce emissions through an appropriate mix of
carbon pricing mechanisms and policy instruments (National Planning Commission, 2012). The
proposed Carbon Tax, for example, is seen as a key mitigation strategy to scale up EE in South
Africa as well as an indirect investment incentive that may stimulate growth in the renewable energy
sector.

While these EE mitigations are commendable, South Africa remains a highly carbon-intensive
economy. As noted previously, the development, promulgation and implementation of EE policies
and incentive programmes have slowed significantly in South Africa since Eskom placed the
EEDSM programmes on hold. Government’s policy and incentive support for investment in
renewable energy have also dwindled over the past three years while Eskom had to raise the price
of electricity due to a declining sales base. The building of two new coal-fired power stations,
Medupi and Kusile, will commit the country into significant CO2 emissions over their projected
lifespan. This will limit the available carbon space for the rest of the industry, the economy and

1 The commercial sector covers energy used for air condition, water heating, ventilation and other miscellaneous such
as office equipment and lighting.

2 South Africa ratified the Paris Agreement on 1 November and according to paragraph 22 of UNFCCC Decision
1/CP.21 from that date the INDC became the NDC. (UNFCCC, 2015).
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society as a whole (National Planning Commission, 2012). It is unclear if the country would be able
to meet its socio-economic and climate targets as advocated in the NDP and the 2015 Paris Climate
Accord without significant EE policy and incentive programme implementation.

2. Energy Efficiency Policies and Strategies in South Africa
The National Development Plan, 2030

The vision for 2030 adopted by the NDP sees South Africa transition into an environmentally
sustainable, climate-change resilient, low-carbon economy and just society (National Planning
Commission, 2012). The policy theory, including all the assumptions on how policy makers and
executors thought that the NDP should reach the targeted effect, is included in Figure 11 in
Appendix B on page 85.

In accordance with the purpose of this study, the NDP highlights the following:

Introducing more energy-efficient and less carbon-intensive industrial processes.

The development of environmentally sustainable green products and services, including
renewable energy technologies, which will contribute towards the creation of jobs in niche
markets.

x EE mitigation measures that take account of environmental pressures, provide South
Africans with access to affordable and safe energy and making communities less
socioeconomically vulnerable.

x  South Africa must leverage price competitive renewable energy to extract its mineral wealth
as a means to economic diversification and employment creation.

x Carbon-pricing mechanisms that target specific mitigation opportunities must be
implemented.

x Investment in skills, technology and institutional capacity is critical to support the
development of a more sustainable society and the transition to a low-carbon economy.

The New Growth Path (2011)

The New Growth Path (NGP) focuses on seizing the potential of new economies and the
opportunity to create jobs on scale; it aims to address concerns about climate change through
partnerships and processes that promote a green economy.

Included in its strategy for seizing the potential for new economies, the NGP advocates
comprehensive support for EE and renewable energy as required by the second Integrated
Resource Plan (IRP), including appropriate pricing policies, combined with programmes to
encourage the local production of inputs, starting with solar water heaters. The targets for
renewable energy open major new opportunities for investment and employment in manufacturing
new energy technologies as well as in construction. The policy theory, including all the assumptions
on how policy makers and executors thought that the NGP should achieve its mandate is shown in
Figure 12 in Appendix B on page 90.



Assessment of Market-Based Energy Efficiency Policies and Incentive Programmes in South Africa

The White Paper on Energy (1998)

The White Paper on Energy Policy of 1998 was developed to clarify government policy regarding
the supply and consumption of energy in South Africa.

The White Paper acknowledges that EE in the residential, industry and commercial sectors has
not been adequately addressed by the policy framework and that energy savings would free
resources and delay the need for further investment. The Paper states that government will
facilitate the sustainable production and management of solar power and non-grid electrification
systems, such as solar cookers, solar pump water supply systems, solar systems for schools and
clinics, solar heating systems for homes and hybrid electrification systems. The policy theory,
including all the assumptions on how policy makers and executors thought that the White paper on
energy 1998 should reach the targeted effect, is included in Figure 13 in Appendix B on page 96.

The National Energy Efficiency Strategy (2005 and Post-2015)

The NEES was approved by Cabinet in 2005 to explore the potential for improved energy utilisation
by reducing the nation’s energy intensity, and separate economic growth from energy demand
(DoE, 2015). The NEES received its mandate from the 1998 White Paper on Energy Policy and
set a voluntary national target for EE improvement of 12% by 2015. Since 2005, several revised
iterations of the NEES were published but not ratified by Cabinet.

In 2016, Government published the Draft Post-2015 NEES for comments as a replacement of the
NEES adopted in 2005 (DoE, 2016). The focus of the latest iteration is on:

x Improving household EE (reducing residential energy demand) - especially after the
blackouts of 2008.

x Providing support to the Appliance and Equipment Efficiency Standards and Labelling
Programme; the focus of the programme is to replace all energy inefficient appliances and to
halt the introduction of such appliances to the market.

This strategy aims to build on the achievements of the first NEES, which witnessed higher than
targeted improvements in energy intensity, by stimulating further EE improvements through a
combination of financial incentives, enabling measures, legal and regulatory frameworks. In
addition, the Draft Strategy aligns with the DoE’s vision that seeks to promote EE as the ‘first fuel’
in driving balanced, socially inclusive and environmentally sustainable economic growth, boosting
job creation and leading technological innovation across the region.

The strategy aims to contribute towards reducing South Africa’s overall energy consumption by
29% by 2030 through the implementation of the suggested EE measures. Specific targets to be
achieved by 2030 have also been suggested for each of the sectors. These are a reduction of 15%
in energy consumption within the industry and mining sectors; 37% in the commercial and public
sectors; 33% in the residential sector; 39% in transport; 30% in agriculture; and a reduction of 29%
for the economy as a whole by 2030.
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The strategy has been framed to complement the policies and strategies of the Department of
Environmental Affairs (DEA), the Department of Public Works (DPW), the Department of Science
and Technology (DST), the Department of Trade and Industry (dti), the Department of Transport
(DoT) and the National Treasury (DoE, 2016).

The draft document identifies three energy savings opportunities within the residential sector
namely, appliances, lighting and buildings. It emphasises the fact that energy savings are possible
with the continued implementation of Solar Water Heating (SWH) and Mass Roll-Out (MRO)
programmes in the residential sector. Although the draft Post-2015 NEES concedes that mandatory
labelling is already implemented, it suggests that mandatory labelling and the Minimum Energy
Performance Standards (MEPS) programme should have a broader scope to include appliances
that are commonly used in the public sector, such as large-scale cooking and heating appliances.
It therefore recommends the tightening of MEPS and its expansion to other sectors.

Within the residential sector, transforming the market for household appliances in favour of more
energy efficient models is explicitly stated as one of the Draft Strategy’s goals. The draft policy
document proposes the following salient measures regarding the residential appliances market,
including:

x  The feasibility of introducing an energy endorsement label

x  Successive tightening of appliance MEPS will ensure that the market is continually pushed
in the direction of improved EE for the duration of the strategy period

x A scrappage scheme for old energy-inefficient appliances

x  Successive tightening of building standards

x  The issuing of mandatory Energy Performance Certificates (EPCs) for new construction

The policy theories, including all the assumptions on how policy makers and executors thought
that the NEES 2005 and Draft Post-2015 NEES should reach the targeted effects, are included in
Figure 14 and Figure 15 on pages 103 and 112 respectively.

Figure 15

The Proposed Carbon Tax (2015)

The NDP acknowledges that South Africa needs to reduce GHG emissions and improve EE. The
prime purpose of the proposed carbon tax is to reduce the growth of South Africa’s GHG emissions
in an economically efficient manner that also contends with the commitments of South Africa’s
NDC to the Paris agreement. On 14 December 2017, the South African National Treasury
published a Draft Carbon Tax Bill for public comment, with the comment period commencing
immediately and continuing until 9 March 2018.

The following high-level points are important to note in relation to the Bill:

x The actual date of implementation of the carbon tax will be determined through a separate
process by the Minister of Finance and will be announced either during the course of 2018
or at the National Budget 2019, taking into account the state of the economy.

x The announcement of the carbon tax implementation date will be complemented by a
package of tax incentives and revenue recycling measures to minimise the impact in the first
phase of the policy (up to 2022) on the price of electricity and energy-intensive sectors such
as mining, iron and steel.
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The National Energy Efficiency Action Plan (2013)

The National Energy Efficiency Action Plan (NEEAP) does not supersede or replace the NEES,
which remains the overall guiding document on EE policy; rather, the NEEAP is intended to support
NEES by capturing recent changes in the policy and programme landscape, and to describe the
measures and activities intended to create an enabling environment for the implementation of these
policies and programmes (including overcoming the barriers to EE).

The NEEAP has listed priority activities to be implemented annually including the energy efficiency
trend analysis (part of the monitoring system), adjustments of sector/sub-sector baselines, and
determination of post-2015 NEES targets and programmes (DoE, 2013).

Other key deliverables of the NEEAP are the finalisation of the energy efficiency monitoring
system, reporting mechanism, energy management, measurement and verification of energy
savings, functional energy efficiency incentive scheme.

Commercial Building Standards concerned with EE
2.7.1 SANS (204:2011)

This standard specifies the design requirements for EE in buildings and of services in buildings
with natural environmental control and artificial ventilation, or air conditioning systems.

2.7.2 SANS (10400: XA)

This standard sets minimum EE requirements in buildings and is applicable to residential
(subsidised and non-subsidised) and non-residential building sector segments.

2.7.3 SANS (941:2014)

The standard covers EE requirements, measurement methods and EE labelling for various
residential and electronic appliances.

2.7.4 SANS (1544:2014)
SANS1544 outlines the requirements for producing Energy Performance Certificates (EPC) for
public buildings.
Compulsory Specifications concerned with EE
2.8.1 VC 9006

This compulsory specification covers electric geysers and references SANS 151.

2.8.2 VC9008

This compulsory specification covers EE requirements and EE labelling for electrical and electronic
apparatus and references SANS 941.
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3. Energy Efficiency Incentive Programmes in South Africa
The Manufacturing Competitive Enhancement Programme (MCEP)

The Manufacturing Competitive Enhancement Programme (MCEP) is a dti incentive programme
that supports manufacturing enterprises through competitiveness improvement interventions,
financial assistance to clusters and partnerships of companies in the manufacturing industry that
enhances productivity and international competitiveness. The MCEP was introduced in 2012 with
a budget allocation of R5.8bn with an objective to increase competitiveness and help companies
retain jobs. It was introduced to support the manufacturing sector in response to the global financial
crisis and it has been very successful resulting in the incentive scheme being oversubscribed. The
programme can be a useful catalyst to scale up EE initiatives and to achieve the national
development goals of the country.

The Integrated Demand Management Programme (IDM)

Eskom’s IDM programme has been instrumental in stabilising the national power network through
demand management and EE programmes that have significantly reduced supply constraints,
while assisting customers to contain their energy costs. Eskom is the main administrator and
implementer of the NERSA-funded demand-management programme and has set up an entire
division, Integrated Demand Management (IDM), dedicated to EEDSM implementation.

The IDM scheme aimed to promote and implement more energy efficient technology, processes
and behaviour by all electricity consumers. In addition, the programme focused on both short-term
and long-term security of electricity supply and delivery of the national EE policy objectives. For
example, by the end of the 2012 financial year, the IDM programme reported verified cumulative
savings of 3,072 MW (Covary & Urich, 2013).

Due to financial constraints, a number of the Eskom IDM programmes have been placed on hold.

The 12L Tax incentive

The 12L Tax incentive is administered by the South African Energy Development Institute
(SANEDI). This incentive scheme was promulgated in 2013 and the main objective is to promote
EE in the manufacturing environment. The programme aims to combat greenhouse gasses and for
manufacturers to become more energy efficient, as well as safeguarding the security of energy
supply. It allows taxpayers to claim deductions of 95 cents per kilowatt hour, or kilowatt hour
equivalent, of EE savings made against a baseline measured at the start of each year of
assessment.

Despite the objective of promoting EE, the 12L tax incentive has implications for business which
entail:

x An additional cost burden implied by the Measurement & Verification (M&V) body which can
be as high as 10% of the project costs.

x The Act does not stipulate how charges are set and therefore are left at the discretion of the
specific M&V body.

x The financial viability of registering a project under the 12L or against another state-led
incentive such as the MCEP is an obstacle, as the 12L regulations do not make provisions
for concurrent consumption or any related benefits.
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The Green Energy Efficiency Fund (GEEF)

The Industrial Development Corporation (IDC) partnered with the German Development Bank
(KfW) to launch the Green Energy Efficiency Fund (GEEF), which is a R500 million fund that
supports the introduction of EE and self-use renewable energy technologies through inexpensive
loans. The aim is to encourage investments in EE and renewable energy projects to support the
transition towards a low-carbon economy. The GEEF loan requires eligible applicants to submit a
detailed and viable EE business plan that provides significant energy or emission savings, a
financial model and past and projected cash flows. The fund aims to ensure that there are no out
of pocket expenses for the applicant and loan repayments are aligned as far as possible with
savings in operational expenses from reduced electricity consumption.

The Green Fund

The Department of Environmental Affairs (DEA) initiated the Green Fund that provides catalytic
finance for green initiatives that support South Africa’s transition towards a green economy and
the overall NDP mandate of poverty reduction and job creation. The Fund is managed and
implemented by the Development Bank of Southern Africa (DBSA) which requires three funding
areas that reflect national policy priorities and sectors with high potential. These funding areas
include; Green Cities and Towns, Low Carbon Economy and Environmental and Natural Resource
management. The Fund seeks to unlock barriers and bridge gaps, wherever they exist along the
innovation value chain and is expected to respond to market weaknesses currently hampering
South Africa’s transition to a green economy by:

Promoting innovative and high impact green programmes and projects

Reinforcing climate policy objectives through green interventions

Building an evidence base for the expansion of the green economy

Attracting additional resources to support South Africa’s green economy development

X X X X

4. Lessons Learnt from International Case Studies

This section summaries the lessons learnt from International Case Studies on policies and
incentive programmes used to scale up EE for the respective countries. These lessons can be
utilised to inform the South African EE regulatory environment on the most prudent course of action
going forward by indicating a benchmark of similar realities in the selected case study countries.

Turkey

A policy case study analysis for Turkey is included in Appendix A on page 34. Key lessons learnt
from this case study include:

x Regulation for supporting EE in SMMEs together with training and auditing consultancy
services were successful as this contributed to the achievement of wider policy objectives,
including the reduction of GHG emissions. This also led towards the development of the
“Improving Energy Efficiency in Industry” incentive project in Turkey. South Africa could
similarly benefit from such a regulation in the SMME sector to achieve better uptake of EE
measures and increase SMME profitability and competitiveness. Improving EE in SMMEs
contributes to wider policy objectives, such as boosting employment, reducing GHG
emissions and air pollution, and deferring investments in additional power generation.
x The /IDZ 5HIXODWLQJ DQG 3URPRWLQJ (QHUJ\ &S BHowWrQrFTall&R RI
5 on page 35, resulted in an increase of the average EE of manufacturers’ product lines and
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a real-world energy saving of 25.4 Mtoe. This policy resulted in the development of the Clean
Technology Fund. South Africa’s similar regulations in the Post-2015 NEES are not as
comprehensive as Turkey’s.

x The Energy Efficiency Strategy (2012) is a comprehensive policy document. It centralises
the monitoring of EE sectors using a database known as the Energy Efficiency Portal that
provides effective information flow, produces reliable projections, educates the public and
creates awareness. South Africa lacks a centralised EE portal and comprehensive EE
sector data for detailed Monitoring and Evaluation. The only local body similar to Turkey’s
is the Energy Efficiency Target Monitoring System, established in 2014 to monitor the
progress made towards meeting the original targets of the NEES.

x Turkey adopted the Law on Energy Efficiency in February 2007 and has since established
an Efficiency Coordination Board. Similar EE bodies in South Africa are The Southern African
Energy Efficiency Confederation (SAEEC) and SANEDI (although SANEDI's mandate
extends beyond EE to incorporate broader measures to promote the uptake of Green
Energy). GIZ suggests that the government considers employing SANEDI as an
independent body to drive efficiency programmes and measures. Globally, the use of
independent bodies (often semi-governmental) to deliver EE programmes has proven
successful (GIZ & Unlimited Energy, 2014).

x The Law Regulating the Promoting of Energy Efficiency No. 5627 of 2007 resulted in
awareness campaigns including, a training bus, free publications, technical manuals for
energy managers, national and international conferences, seminars, workshops, etc. This
awareness programme informed the public about the advantages of EE. South Africa lacks
a broad public awareness of EE that will require large campaign roll-outs to educate
the public on improved energy efficiency by employing, for example, EE champions and
celebrities, showing the practical steps that consumers can take to utilise EE.

x An energy audit guide and check list were designed and finalised in terms of ISO 50002. An
energy audit is the first step in identifying opportunities to reduce energy expense and carbon
footprint. In South Africa, the private sector energy efficiency (PSEE) programme offered
discounted energy audits to businesses, but more initiatives in terms of energy auditing
is needed, as this was a limited initiative. An independent Professional Body was established
in the form of the Measurement and Verification Council of South Africa (MVCSA) (a chapter
of SAEE) to assist consumers to engineer and invest in energy efficiency projects, or to utilise
the 12L Tax incentive.

Thailand

A policy case study analysis for Thailand is included in Appendix A on page 44. Key lessons learnt
from this case study include:

x  The creation of public awareness and subsequent behavioural change in consumers ensured
an early buy-in from various stakeholders. Thailand’s 20-year Energy Efficiency
Development Plan 2011-2030 (EEDP) enabled the establishment of a close relationship
between government and the private sector that resulted in the stimulation and adoption of
EE. In South Africa such a relationship is limited, primarily due to a lack of proper
stakeholder engagement and to a lesser extent, the cross-sectoral nature of EE,
involving a number of different departments. The implementation of the NEES revealed
a neglect of public interest energy efficiency programmes. Mechanisms that provide for
ongoing stakeholder engagement are particularly useful. Engaging stakeholders should
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be part of every policy process. However, ensuring that stakeholder involvement is part of all
EE policy development can lead to improved policy design and implementation.

x Thailand adopted a Climate Change Master Plan that places considerable focus on mitigation
actions to reduce emissions. South Africa’s current draft National Adaptation Strategy (NAS)
is intended to be the cornerstone for climate change adaptation in the country. The challenge
with this Strategy is that the white paper provides policy direction, but does not
contain any binding obligations to conduct, for example, climate change impact
assessments.

x The Energy Efficiency Revolving Fund (EERF) in Thailand, as shown in Table 8 on page 49
provided appropriate schemes to incentivise banks to provide soft loans with longer payback
periods. This incentive resulted in banks streamlining procedures for appraising and
financing EE projects. The ENCON Act (1992/2007) and Thailand’s 20-year Energy
Efficiency Development Plan 2011-2030 (EEDP) were the policy instruments supporting the
EERF. South Africa could benefit from the development of appropriate schemes to
incentivise banks to provide loans to EE projects.

x The ENCON Act (1992/2007) and Thailand’s 20-year Energy Efficiency Development Plan
2011-2030 (EEDP) also piloted the highly successful Technology Development and
Innovation Programme, where technology hubs for EE resulted in more cost-effective and
energy efficient products in the market. This programme was a key instrument for EE
information dissemination. An overview of this incentive is summarised in Table 8 on page
49. South Africa’s Technology Innovation Agency (TIA) is a similar public entity that
supports the development of a sustainable energy industry; however, the scope of
TIA’s EE programmes is very small.

x The Human Resources and Institutional Capability Development Programme is instrumental
towards the development of institutional capability, agencies or organisations in both public
and private sectors, responsible for the planning, supervision, promotion and implementation
of energy conservation measures. The programme resulted in energy conservation
measures being implemented in a timeous manner, according to national strategies. South
Africa’s NEA (2008) and other energy policies depend on a high level of institutional capacity
to function. South Africa still suffers from institutional capacity constraints to
implement EE policy in the public sector and relies significantly on private capacity.

x The Government of Thailand established the Energy Conservation Promotion Fund in 1992
to foster investment in EE. The fund is financed from a tax on all petroleum sold in the country.
South Africa can similarly use proceeds from taxation, such as the proposed Carbon
Tax, to finance EE initiatives or to offset the rebates offered by incentives like the 121
Tax Incentive.

Australia

A policy case study analysis for Australia is included in Appendix A on page 55. Key lessons learnt
from this case study include:

x 7TKH 1DWLRQDO 6WUDWHJ\ RQ (Q2009,)makes EH § Rationklbdriority in
Australia. The Australian government works in close partnership with the private sector to
reduce EE adoption barriers. Such functional partnerships are still limited in South
Africa. Improving EE is a strategic priority in both the NDP 2030 and South Africa’s Intended
Nationally Determined Contribution (INDC). It is anticipated that the ratification and
implementation of the Post-2015 NEES will improve these relationships towards increased
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adoption of EE measures. This, together with good governance and public buy-in, will be key
to improved uptake of EE measures and GHG emission reductions.

x The Commercial Building Disclosure Programme in Table 10, on page 59, addresses the
barrier of split incentives - particularly common in the commercial property market.® Such
incentives may lead to the unintended consequence of landlords under-investing in EE
measures. The programme requires sellers and lessors of large commercial office spaces to
provide energy efficiency information to prospective buyers and tenants. It improves
communication and information about EE in the property market. South Africa will benefit
from a programme that assists sellers, lessors and landlords to make more informed
decisions regarding energy use in the commercial property market, thereby
encouraging the construction of more energy efficient buildings. The Draft Post-2015
NEES proposes mandatory Energy Performance Certificates (EPCs) to be considered for
the rental sector.

x The Star Energy Rating label contributed to EE by creating awareness and appliance
preference among consumers. The Star Rating label encourages manufacturers to keep
improving the energy efficiency of appliances. In South Africa, this label can only be found
on certain imported products (mainly computers). The Draft Post-2015 NEES suggests
a broadening of MEPS to include appliances that are commonly used in the public
sector (such as large-scale cooking and heating appliances). To further prevent the
introduction of energy inefficient appliances it is further recommended that the
marketing of such appliances be prohibited.

India

A policy case study analysis for India is included in Appendix A on page 64. Key lessons learnt
from this case study include:

x In India, the National Action Plan on Climate Change (2008) and the Energy Conservation
Act (2001) lead to the adoption of the Strengthening Institutional Capacity Programme, which
was essential to the implementation of various EE initiatives (Table 12). South Africa will
benefit from a similar programme since institutional capacity among key role players
remain limited. The development of financial and human resource capacity within key
institutions responsible for EE (such as the DOE, SANEDI and SABS) is important.
According to Gotz, the filling of relevant vacancies and appropriate training of public
officials is of crucial importance (Goétz, et al., 2016).

x The National Action Plan on Climate Change (2008) also lead to various other EE
programmes in India. These programmes included the Market Transformation Energy
Efficiency Programme, as shown in Table 12 on page 68. The programme improved the
uptake of EE measures in India by bridging the financing gap in partnership with
commercial banks. The banks provided soft loans with a longer payback period to enable
the implementation of EE measures among companies in India. The programme also made
EE products more affordable through the development of Bachat Lamp Yojana (BLY) and

3 Split incentives occur when those responsible for paying energy bills (the tenant) are not the same entity as those
making the capital investment decisions (the landlord or building owner).
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Super-Efficient Equipment (SEEP) initiatives that lead to a price reduction of about USD$7
to USD$3 for 7-Watt LED lightbulbs.

x The Energy Efficiency Financing Platform (EEFP) programme (also the result of the National
Action Plan on Climate Change (2008) and the Energy Conservation Act, 2001)), led to MoUs
being signed with financial institutions to work together to develop EE markets and to identify
issues related to private sector uptake. Collaboration between government and the
private sector is essential in the development of energy markets, especially in
addressing barriers to scaling up EE adoption. As noted in this and previous case
studies, such collaboration is limited in South Africa. Table 12 on page 68 provides more
information on the EEFP programme in India.

x India also developed a Framework for Energy Efficient Economic Development (FEEED)
from the National Action Plan on Climate Change (2008). This programme was broadly seen
a success, as it provided commercial banks with partial risk coverage regarding the
provision of loans for EE projects and investment in the development of new EE
technologies. Furthermore, this programme facilitated credit services to be extended to
ESCOs for EE projects. In addition, the India Energy Efficiency Services Limited (EESL)
business model was based on high-volume purchases through competitive bidding that
significantly lowered the price of super-efficient energy equipment (Table 12 on page 68).

x The Energy Conservation Act (2001), presented in Table 12 facilitated the development of
the Procurement of Energy Efficient Appliances Programme for Government. This
programme resulted in the increased procurement of EE appliances among all
ministries/ departments and attached subordinate offices. The initiatives and examples
set by government paved the way for companies and end-users to also increase their
adoption of EE appliances. In South Africa, the Department of Public Works is also
developing a similar programme, namely the “Leading by Example” brand that supports
programmes aimed at building retrofits, raising awareness and the greening of procurement.

x India also introduced a Deemed Savings Approach, which saw the upfront implementation of
EE street lighting. Because implementation occurred upfront, the challenges and costs
associated with M&V was reduced. In South Africa, the Standard Product Programme offered
pre-approved rebates for deemed energy savings achieved through specified technologies
as part of the EEDSM programme (point-of-sale rebates would be impractical without using
deemed savings as substitutes for actual measurement). However, due to the estimating
nature of deemed savings, it should be used for M&V only when necessary, and government
should employ more rigorous M&V approaches wherever possible.

Algeria
A policy case study analysis for Algeria is included in Appendix A on page 77. Key lessons learnt
from this case study include:

x When compared to South Africa, Algeria reflects better continuity between
government policies and implementation (Table 13 on page 78). Implementation is mainly
dependent on institutional capacity and good governance.

x Subsidies in the energy sector may result in a rebound effect in relation to energy efficiency
measures whereby EE improvements decrease the marginal cost of energy services, thereby
increasing demand and inducing less-than-proportional reductions in energy use. Energy
subsidies present a challenge to EE measures as end-user prices do not naturally
provide consumers with sufficient incentives to adopt EE appliances.
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x Public awareness and information campaigns in Algeria were mainly aimed at decision
makers, both at national and local level. The National Energy Efficiency Programme was
tightened with the ban on the marketing of inefficient appliances to increase the rate of EE
Policy compliance. Similar tightening of regulations should be considered in South Africa.
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5. A Review of the Energy Efficiency Policy & Incentive Programme Framework in South Africa
Policy Review

Table 1: Policy Review

Policy Description Policy Theory Approach Cause-Impact Relationship Barriers to Adopting EE Policy Success & Failure Factors
Measures
(Goals) Assumptions Strategies Acts Regulations
NDP 2030 y Transition to a low y  Support for carbon y Draft y National y National Green y Sector Tax exemptions/ Insufficient public-private y  Significant inroads in ensuring
carbon economy: budgeting. Post-2015 Energy Act of House Gas Allowance. sector engagement the adoption of policy measures
reducing carbon y Introduction of the National 2008. Emissions y Draft Carbon Tax Bill. Limited public commitment that will reduce GHG emissions,
emissions to the Carbon Tax. Energy Reporting. y Public awareness and prioritisation of policy i.e. new building specifications
baselines of 34% in y Building standards that Efficiency campaigns. and regulations to enforce (SANS 204), which resulted in
2020 and 42% by promote EE. Strategy. y Internalising CO2 cost EE. eco-refurbishment of buildings
2025. y Solar Water Heater EE built before 2015.
impacts. Limited delivery and y There has been little progress
y Assumed reductions of ImpiEmeniatianicapacily w.r.t. GHG emission reductions
26-33% by 2035 zg‘cct’gfs t:;fp‘;‘;g"; :gsdptr(')"ate as the Carbon Tax has, to date,
compared with Business- create dedicated public and not been promulgated.
as-usual. private entities towards y Its objectives concerning EE
scaling up energy efficiency. (residential and commercial
sectors), are ambitious in certain
instances.

y  Should the Carbon Tax be
implemented, it will assist in
reaching the 42% reduction
target by 2025.

New y Tolink the creation y Atarget of 5 million solar | y IPAP y National y Compulsory y Benchmarks for sector EE | [HIgglit=ls BTl =I5 o) y  The roll-out of solar water
Growth and growth of jobs water heaters by 2030. (2017/18- Energy Act of specification for and company Energy- appropriate finance for EE heaters resulted in 400,000
Path 2010 with the development | y Increasing investments 2019/2020). 2008. energy efficiency Management Plans. adoption SWH installed up to 2016.
of the “green in the green economy and labelling for y Decrease in reliance on e R y Some success achieved in the
economy”: y Promoting energy electronic coal and paraffin. y  Limited _avallgbmty_ of IDC Green Industries SBU, as
Expansions in efficiency across the apparatus. y Job creation potential falpproprlate financial well as incentives such as
construction and the economy. while contributing to fncentlves to, accelerate the Eskom’s SWH and CFL
production of y Developing an Energy energy savings. implementation of programmes.
technologies for Efficiency Campaign to y Rollout of Solar Water programmes such as the y  The introduction of the NDP
solar, wind and build public awareness. Heaters. .S(.)I.ar.Water Heaters resulted in a halt to the attempt
biofuels. y  The local manufacture y Investment in the Green nitiative. to forge an alignment of the
(or assembly) and Economy. y Unfavourable or un- macroeconomic policies, in
installation of Solar y Promotion of localisation, incentivised loan interest particular the monetary policy
Water Heaters, including youth employment, rates to facilitate investment with the industrial policy and job
collectors, metal frames, cooperatives and skills in EE measures, appliances, creation as proposed in the
glass, geysers and development. . : NGP.
o _ equipment and technologies, )
plplng.. | N y Encoure_zlge dome_shc hinders EE adoption. y  The halting of Esk(?m’_s_IDM
y  Retrofitting buildings production of EE inputs. programmes has significantly
with EE equipment and reduced the prospect for job
replacing incandescent y Lack of local procurement creation in the EE sector.
due to a lack of skilled.
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Policy Description

(Goals)

Assumptions

lamps with CFL or
LEDs.

Policy Theory Approach

Strategies

Acts

Regulations

Cause-Impact Relationship

Barriers to Adopting EE Policy
Measures

expertise and adherence to
international standards.

Energy
White
Paper 1998

y  Provides the overall
policy direction for
developing South
Africa’s energy
sector.

y  Government
commitment to facilitate
energy efficiency.

y  Promotion of an EE
awareness amongst
industrial and
commercial energy
consumers.

y Establishment of EE
norms and standards for
commercial buildings.

y Establishment of EE
standards for industrial
equipment.

y Implementation of an EE
programme to reduce
consumption.

y  Promotion of EE
awareness in
households.

y Promotion of a domestic
appliance labelling
programme.

y Promotion of audits,
demonstrations,
information
dissemination, sectoral
analyses and training
programmes.

y National y National
Energy Energy Act of
Efficiency 2008.
Strategy
(Post,

2015).

y Regulations on the
mandatory
provision of energy
data (2012).

Adequate energy
conservation regulations,
EE standards and norms.
Improving Energy
Efficiency Governance.
Appliance Standards and
Labelling to produce more
efficient appliances.
Raising public awareness.
Skills development and
training in EE.

Asymmetric Information &
Lack of awareness

y Lack of consumer
awareness and
understanding or llimited
information on the
knowledge and benefits of
energy efficiency.

y A lack of skills in the energy
efficiency market remains a
challenge that will require
further attention.

y Insufficient data collection
and management.

y Lack of implementation and
enforcement.

Success & Failure Factors

A lack of skilled expertise and
adherence to international
standards further hampers local
procurement in EE.

Although in need of an update,
the White Paper sets clear
expectations for EE policy in
terms of norms and standards
for commercial buildings

The S&L Programme has been
successful resulting in improved
EE after 2010.

Little effect pertaining public
awareness campaigns

EE programmes have not
realised the initially-set targets
as outlined in the Paper.
Governance in EE is hampered
by overlap, as the DTI, DoE and
Eskom are driving EE
programmes resulting in
strategic outputs lying beyond
the exclusive ambit of the DoE.
The necessary policies to adopt
EE for appliances are in place,
however, thus far, the country
has been lacking in
implementation and
enforcement.

MEPS have had moderate
success.

The more comprehensive S&L
programme will offer new
opportunities for successful
transition of appliances market.
Public awareness of the
significance of EE is still lacking.
By 2025, estimated 462,000
additional jobs created by “going
green”.

EE managers and technicians’
occupations in high demand by
the DHET.
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Cause-Impact Relationship Barriers to Adopting EE Policy Success & Failure Factors

Measures

Policy Description Policy Theory Approach

(Goals)

Assumptions Strategies Acts Regulations

A lack of skills in EE market
remains a challenge that will
require further attention.

of regulatory
measures,
demonstration and
awareness raising
measures by
Government, as well
as voluntary
agreements.

y Explore the potential
for improved energy
utilisation through
reducing the nation’s
energy intensity and
decoupling economic
growth from energy
demand.

y Strategy is divided
into 4 sector
programmes:
Industry and Mining;
Commercial and
Public Buildings;
Residential; and
Transport.

y Target of 12%
reduction in overall
primary energy
consumption by
2015.

y Sectoral Energy
Efficiency improvement
targets: Industry and
Mining (15%),
Commercial and Public
buildings (15%),
Residential (10%) and
Transport (9%).

Residential EE measures:

y  Final demand reduction
of 10% by 2015

y  Appliance labelling.

y Awareness campaign

y Mandatory EE
standards for housing
and appliances.

Reporting on
Energy
Management and
Submission of
Energy
Management
Plans (2015).

Strengthening of the
Energy Efficiency Accord.
Extension of labelling for
the energy efficiency
status of appliances and
implementation of a
labelling scheme for the
fuel consumption of new
vehicles.

Improvements in EE via
“enabling instruments and
interventions”
Implementation via Sector
Programmes which would
include systems to
monitor and evaluate
progress in energy
efficiency improvements
and review
implementation.

y Lack of integrated planning
results in ineffective
regulations that may impede
the fostering of energy
efficiency.

y Lack of regulatory guides to
enforce and monitor
strategic outputs.

y Technology and institutional
change means that EE
policies must be kept up-to-
date with contemporary
technologies, or else risk
becoming irrelevant.

NEES 2005 | y Strategy setsoutthe | y Energy intensity y IPAP y National y Draft Regulations National target of a 12% Institutional Capacity & Decomposition analysis by the
intention to reduction target of 12% (2017/18- Energy Act of Regarding reduction in final energy Enabling Framework EETMS: reduction of almost
implement a variety by 2015. 2019/2020). 2008. Registration, demand by 2015. 24% in economy-wide energy

consumption relative to a
baseline.

Structural effects had a positive
impact while efficiency
improvements.
(technology/substitute) reduced
demand over the period from
1994-2006.

Significant EE gains took place
despite falling electricity prices.
R5.4bn investment in IDM
initiatives in a bid to reduce
electricity demand.

Several support mechanisms for
the implementation of the
Strategy have not been
developed.

Several measures to implement
the NEES 2005 targets have not
taken place.




Policy Description

(Goals)

Assumptions

Strategies
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Policy Theory Approach

Acts

Regulations

Cause-Impact Relationship

Barriers to Adopting EE Policy
Measures

Lack of co-ordination on the
energy transmission
mechanism, limited capacity

and policy coherence

y Lack of effective regulation
and coordination between
the public and the private
sector resulting in the low
priority of energy efficiency.

y Limited capacity within key
governance structures.

y Limited coherence with
relevant sectoral policies and
legislation in terms of
strategic implementation.

y  Split incentives: The
advantages of the incentive
might not benefit the party
making the investment in
EE, particularly evident in
building regulations.

Draft Post- y The Post-2015 NEES | y To promote energy y IPAP y National y Draft Regulations 12L Tax Incentive.
2015 NEES aims to build on the efficiency as the "first (2017/18- Energy Act of Regarding EPC mandatory
achievements of the fuel'. 2019/2020). 2008. Registration, certificates.
original NEES 2005. Streamlining the 12L Reporting on Public sector awareness
y Improving household Tax incentive. Energy programs.
EE (reducing Promulgation of Carbon Management and Draft Carbon Tax (2015)
residential energy Tax. Submission of Successive tightening of
demand). A review of the IRP on a Energy building standards.
y  Providing support to regular basis. Management Financing schemes for
the Appliance & Closer engagement with Plans (2015). energy efficiency.
Equipment Efficiency the Private Sector
Standards & A follow-up on
Labelling regulations &
Programme. enforcement of
legislation.
Introducing an energy
endorsement label.
Successive tightening of
appliance MEPS.
Successive tightening of
building standards.
Mandatory EPCs for
new construction.
Proposed y Carbon Tax aims to Transition to a more y National y National y National Green Internalising COz cost.
Carbon Tax reduce greenhouse sustainable low carbon Climate Environmental House Gas Tax Allowance /
gas emissions of economy and green Change Management: Emission exemption.
34% by 2020 and jobs. Response Air Quality Act Reporting The Green Fund.
42% by 2025 against 2011. No.39 of Regulations (2016)
a business as usual 2004. y Draft Regulations
curve. Carbon Offsets
(2016).

Success & Failure Factors

y Amendments to the 12L Act now

include co-generation.

Interest in 12L has increased
since the suspension of Eskom
IDM programme.

EPC regulations will be
extended to the commercial
sector by 2020.

EPC addresses two critical
market failures in the building
sector: incomplete information
and the split incentive problem.
According to estimates, the tax
would lead to an estimated
decrease in greenhouse gas
emissions of 13% to 14.5% by
2025, and 26% to 33% by 2035.
A shift in financing priorities,
coupled with strong economic
incentives (via taxes, charges
and subsidy reform) can
promote behavioural change.
Establishing an ‘ESCO
Incubator’ as a public-sector
body, to create conducive
environment for ESCOs.

Ineffective Market Structures
to Support EE

y Procedures to enforce and
prioritise EE requirements
have not been put in place

y Not considering non-energy
or co-benefits of an end-use
energy efficiency project
weakens the business case

Carbon Tax is still in its draft
form. It has not been
promulgated.
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Incentive Schemes and Programmes Review

y

Table 2: Incentive Schemes and Programmes Review
Incentive Description

In relation to the green
economy the objective of the
incentive is to promote
enterprise competitiveness
and job retention through
Green Technology and
Resource Efficiency
Improvement.

Accompanying Policy

y

IPAP (2017/18-
19/2020).

Cause-Impact Relationship

Capital Investment.
Green Technology & Resource
efficiency improvement.
Enterprise-level
Competitiveness improvement.
Feasibility studies & Cluster
Competitiveness improvement.
Industrial Financing loan
facilities.

Pre- and post-dispatch working
capital facility.

Industrial policy niche projects
fund.

businesses to implement
energy efficiency savings. The
savings allow for tax deduction
of 95c/kwh saved on energy
consumption.

IDM y  The programme coordinates y New Growth Path Solar Water Heating
and consolidates a variety of (2010). Programme.
initiatives aimed towards y IPAP (2017/18- Energy Service Company.
promoting EE and demand 2019/20). (ESCO Model).
reduction for sectors that Standard Offer & Standard
include (industry and mining, Product.
commercial, residential and CFL Rollout Programme.
agriculture.

12L Tax Incentive y  The incentive seeks to y IPAP (2017/18-2019/20) Simplified and streamlined
promote energy efficiency in y New Growth Path 2010 Measurement & Verification
the manufacturing (Green Economy (M&V) procedures.
environment. Accord 4). Tax allowances.

y  Provides an allowance for Institute a regular review of

design and effectiveness.

Barriers to Adopting EE Incentive Measures

Ineffective market structures and access to
Finance

y Lack of access to capital: companies often
have limited capital available for end-use
efficiency projects and frequently require
payback periods that are not favourable.

y  Gap for supporting new projects.

y Lack of support for smaller initiatives.

Lack of Prioritisation of Energy Efficiency

y Lack of effective market structures and finance
to proceed with programmes such as the SWH
programme.

Cost Burden; Cooperative Governance;
Rebound Effect

y Tax structure that is not streamlined to other
sectors. In addition, high transaction cost
including; project preparation facilities and
investment are also challenges towards the
uptake of energy efficiency projects. There is
lack of cohesion of current incentives towards
scaling up EE.

y Subsidies in the energy sector may result in a
rebound effect in relation to energy efficiency

measures whereby EE improvements decrease

the marginal cost of energy services, thereby
increasing demand and inducing less-than-
proportional reductions in energy use.

Success & Failure Factors

The MCEP has been very successful resulting in the
incentive scheme being oversubscribed.

The MCEP covers expansions only, which means that
there is a gap in support for new projects.

There is support involving new and expansion projects
for black industrialists, but only for investments.
exceeding R30-million. Consequently, the industrywide
tax incentive, 12I, is only available for projects of R30-
million and above.

There was a lack of communication between the
department and applicants when MCEP was running.

IDM has been instrumental in stabilising the national
power network through demand management and EE
programmes that has significantly reduced supply
constraints, while assisting customers to contain their
energy costs.

The programme has since been placed on hold. The
suspension of the IDM programme has had a negative
impact on SMME'’s efforts to implement EE.

The reduction in Eskom’s IDM incentives has caused a
large growth in the number of enquiries and applications
received for the 12L tax incentive.

There is an additional cost burden implied by the M&V
body which can be as high as 10% of the project costs.
The Act does not stipulate how charges are set and
therefore are left at the discretion of the specific
Measurement &Verification (M&V) body.

The financial viability of registering a project under the
12L or against another state-led incentive such as the
MCEP is an obstacle, as the 12L regulations do not
make provisions for concurrent consumption or any
related benefits.




The Green Energy

Incentive Description

y Launched by the IDC in
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Accompanying Policy

Draft Carbon Tax (2015)

Cause-Impact Relationship

Project Investment support on

Barriers to Adopting EE Incentive Measures

Information & Awareness

Success & Failure Factors

Efficiency Fund

partnership with the German
Development Bank (KfW). To
encourage investments in EE
and RE projects to support the
transition towards a low-
carbon economy.

IPAP (2017/18 -
2019/20).

New Growth Path 2010
(Green Economy
Accord 4).

energy efficiency.

Public awareness campaigns
Energy assessments & audits to
propose sustainable energy
solutions.

y Lack of knowledge of available incentives for
end-use efficiency measures can lead to
missed opportunities.

The Green Fund

y The DEA initiated the Green
Fund which aims to promote
the development of the green
economy.

National Development
Plan, 2030.

New Growth Path 2010
(Green Economy
Accord 4).

Draft Carbon Tax
(2015).

Internalising carbon emissions.
Project Investment on the Green
Economy.

Public awareness campaigns.

Varying access to capital; Fast Tech change;

Cooperative Governance

y  The fast turnover of new EE technology risks

firms’ EE measures quickly becoming obsolete.

y  The ability to access capital with ease can
hinder adoption of EE measures by firms.

y Insufficient local capacities for identifying,
developing, implementing and maintaining EE
investments.

y Insufficient partnering with key stakeholders

lead to a lack of cooperative governance that is

essential for co-ordinated implementation of
activities and clearly defined responsibilities.

This is an opportunity for energy start-ups to access
finance from the IDC which is offered at a low-cost debt.
The Fund has been well-subscribed but not enough
projects have benefited.

There is an opportunity for energy start-ups to access
finance from the IDC which is offered at a reduced
interest loan (prime -2%), which eases the financial
burden on SMMEs.

The Fund offers a long payback term of up to 15 years,
thereby easing the debt burden of companies.

The GEEF supports the introduction of self-use
renewable energy technologies and will ultimately
continue contributing to global climate protection.

The strength of the Fund has been its willingness to
fund new and emerging green technologies.

The significant demand for green finance is illustrated
by the overwhelming response to the public calls for
proposals.

Strategic partnerships with key stakeholders have been
critical to the success of the funded initiatives.
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6. Study Outcomes and Recommendations
Financial Incentives & Instruments OQutcomes

Table 3: Financial Incentives and Instruments
Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or Incentive

where applicable

EEDSM y Due to financial y  New Growth y A resolution to the current impasse in the EEDSM | y Community-scale DSM: Managing
Standard Offer constraints, many of the Path (2010) programme should be sought by recapitalising energy, peak demand and bills on
Eskom IDM programmes | y IPAP and restructuring the programme. community level may be more
have been placed on (2017/18- y  Should IDM be re-established, consider feasible, because of the collective
hold. 2019/20) transferring the IDM programme to SANEDI. purchasing & bargaining power,
y  Further simplification and streamlining of the and more options in energy
approval process, should the programme efficiency or storage.
continue.
Tax Incentives y The 12L tax Incentive y Draft Post- y The 12L tax structure should be streamlined with y ESCO-specific tax incentives for
provides an allowance 2015 NEES other sectors. implementation of EE projects.
for businesses to y Section 12L of | y Transaction costs should be lowered. y  Allow tax-deductible investments for
implement energy the Income y  Provisions should be made for concurrent certain projects; companies gain a
efficiency savings. Tax Act consumption or related benefits. tax shield.
y Consider restructuring the incentive to include y Reduce customs and excise duties
smaller EE projects. to decrease the cost of EE
y To stimulate uptake of EE, proceeds from technology and equipment.
taxation, such as the proposed Carbon Tax, can
be used to finance EE initiatives or to offset the
rebates offered by incentives like the 12L Tax
Incentive.
Regulations for | y South Africa does not y Draft Post- y Consider restructuring the 12L incentive to y  Support leasing through a National
supporting currently have EE 2015 NEES include smaller EE projects. EE Financing Mechanism/
SMMEs y  Provide preferential loans to SMMEs Investment Fund. Energy service
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or Incentive

where applicable

regulations in the SMME | y New Growth y Low value term loan products for SMMEs companies can acquire loans for
Sector. Path (Green y Develop a system to ensure that energy audits equipment, which they then lease to
y The South African Economy are widely promoted and easily accessible for all SMMEs.
Renewable Energy Accord 4) SMMEs. y Energy Savings Insurance (ESI) is
Business Incubator a formal insurance contract
(SAREBI) supports between an insurer and either the
viable small enterprises building owner, or third-party
who manufacture or provider of energy services. In
provide services to the exchange for a premium, the
renewable, clean and EE insurer agrees to pay any shortfall
sectors. in energy savings below a pre-
agreed baseline, less a deductible.

Support leasing | v SA currently has a y Draft Post- y Establishment of a National EE Financing

through a scarcity of funding for 2015 NEES Mechanism/ Investment Fund that can offer seed

National EE large-scale EE capital, takeout financing and low-interest loans to

Financing investments requiring EE projects.

Mechanism/ significant capital.

Investment

Fund

Soft Loans y SA does not have y Draft Post- y Develop appropriate/innovative financing y Establishment of National EE
appropriate schemes to 2015 NEES schemes to incentivise banks to provide loans to Financing Mechanism/ Investment
incentivise banks to EE projects with longer payback periods. Fund that can offer seed capital,
provide soft loans with y MoUs can be drafted and signed by financial takeout financing and low-interest
longer payback periods. institutions and government to work together loans to EE projects.

y Low uptake of EE towards the development of EE markets and the

projects identification of issues related to this market

development.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or Incentive

where applicable

Provision of y  SA does not offer y Consider offering investors in EE Partial Risk

Partial Risk sufficient cover for Guarantees (PRGSs), also known as political risk

Guarantee companies to take on guarantees, to cover them against the risk of the
the risk of developing EE government (or a government owned agency)
projects that insures the failing to perform its obligations regarding a
borrower against the private EE undertaking.

risks posed by
government'’s actions or
inactions that may
impact its ability to repay

the debt.
Deemed y Eskom’s Standard y DSA can be used to ease the burden of M&V that
Savings Product Programme can be strenuous on some programmes.
Approach offered pre-approved y Deemed Saving should be used only when
rebates for deemed necessary considering its estimating nature, and
energy savings achieved government should employ more rigorous M&V
through specified approaches wherever possible.

technologies as part of
the EEDSM programme.

MCEP y The MCEP was y IPAP2 y Extend the timeline of incentives offered in MCEP | y Establishment of a Revolving EE
introduced in 2012 witha | v IPAP for the foreseeable future, focussing in particular Fund (see below)
budget allocation of (2017/18- on EE projects.
R5.8bn with an objective 2019/2020)
to increase

competitiveness and
help companies retain
jobs.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or Incentive

where applicable

y The R1-billion loan
component of MCEP has
been reopened
Revolving EE The MCEP offers y IPAP2 With a revolving EE fund, loans are provided to
Fund working capital loans, y IPAP municipalities (with lower cost financing, longer
including revolving credit (2017/18- repayment schedules and reduced security
facility, but these are not 2019/2020) requirements) to cover the initial investment costs
exclusive to EE projects. of EE projects.
The savings are then used to repay the Fund until
the original investment is recovered, plus interest
and any fees or service charges.
Repayments can be utilized to finance additional
investments.
Green Fund The Green Fund offers y NDP 2030 Investigate the possibility for the Green Fund to
catalytic finance for contribute financially to support a EE Financing
green initiatives that Mechanism/ Investment Fund.
support South Africa’s The fund should broaden its scope to gain
transition towards a traction in provinces such as the Northern Cape
green economy and the and Mpumalanga.
overall NDP mandate of
poverty reduction and
job creation.
Green Energy The fund has been well y IPAP Broader public campaigns & enhanced marketing | y Consider obtaining more EE grants
Efficiency Fund subscribed, but not y NGP are needed to inform stakeholders about GEEF’s or loans from bilateral
enough projects have opportunities. donors such as USAID, the German
been identified. Investigate the possibility for the GEEF to Technical Cooperation (GTZ), GEF
contribute financially to support a EE Financing (Global Environmental Facility) &
Mechanism/ Investment Fund. UNDP.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or Incentive

where applicable

y  The possibility to scale up the fund should be

considered.
Private y Inrelation to EE, thereis | y NDP 2030 y Collaboration between government and the y Consider the development of a
investment in limited engagement y Draft Post- private sector is essential in the development of Super ESCO under the auspices of
energy between the public and 2015 NEES energy markets, especially in addressing barriers the DOE to serve as an overarching
efficiency private sector. to scaling up EE adoption. ESCO for the public sector that
Public Private y Consider expanding PPPs, which are voluntary supports capacity development and
Partnerships efforts in which government and the private sector other, smaller ESCOs with access

agree to work together to analyse public policy to project financing.

(PPP) - . .
problems and jointly implement solutions.

y Expand SA'’s current voluntary EE agreements
(VEEAS), e.g. the EE Accord with the NBI.

y Promote the accreditation, categorisation and
registration of ESCOs.
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Non-Financial Incentives & Instruments OQutcomes

Table 4: Non-Financial Incentives and Instruments
Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or

Incentive where applicable

Mandatory y SA’s EE policy framework is | y Draft Post- y Investigate the trade-off between comprehensive y  The development of a National
Legislation not legislated. 2015 NEES long-term laws (with broad impact) versus quick, Energy Efficiency Act to provide
y The scope of EE policy is y National incremental laws with limited impact. a statutory foundation for rules
extensive, but not cohesive. Energy Act y Target high-impact consuming sectors with legislation and regulations, give guidance
that includes a mix of reinforcing policy measures. to energy efficiency policies
y Consider implementing “hard” EE legislation that and stipulate funding needs
offers a statutory basis for funding and and mechanisms.

implementation.

y Utilise a phased approach to ensure role-players are
prepared for legally binding commitments and the
implementation of mandatory standards.

y Revise and amend current EE policy where necessary
to ensure flexibility, should mandated legislation be
implemented.

y Provide a statutory basis for EE strategy development
and updates.

Government y The NEES has no implicit y  NEES 2005 y The need for intra-governmental y Development of a Centralised
Coordination agreements on co-operative | y Draft Post- co-ordination can be drastically reduced by a EE Agency
& Cooperative governance. 2015 NEES centralised EE agency, or single government body, as | y Targeted EE Communications
Governance y Due to the cross-sectorial y  White Paper policy development and implementation are focused Plan
nature of EE outputs, on Energy under a single banner. y  Political Champion of EE
delivery of EE strategic Policy of y  Where responsibility is shared among Implementation
outputs is not the exclusive 1998 several departments, a formal type of inter-agency

domain of the DoE. agreement can guide coordination.




Instruments

y  SA, with its multiple

national-level agencies (e.g.
energy, transport, buildings)
involved in EE policy
implementation requires
more co-ordination.

Main SA Policy Recommendation(s)

y Develop a targeted EE Communication Plan, as

implementation relies strongly on multiple tiers of
government and the private sector.

The identification of a political champion in favour of
EE implementation can be of great value.
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Current State in SA

Possible new Policy or
Incentive where applicable

Need for SA aims to review its NEES | y NEES 2005 Revision and amendment of existing EE policy is y All EE policies and future laws
revisions and every five years. The latest y Draft Post- crucial as technologies and mechanisms change, and need to include a means to
amendments iteration is still in draft form. 2015 NEES certain policies become ineffective. regularly evaluate effectiveness

Due to a lack of capacity, EE policies need to anticipate the requirement for in order to identify areas for

many EE programmes are revisions and amendments. improvement.

not reviewed on a timely Providing for amendments or refinements minimises

basis, resulting in certain concerns about unanticipated results and may ease

programmes becoming establishing an initial political consensus on passing

obsolete. EE laws.
Skills There is a need in the South | y NDP 2030 The shortage of specific skills within the DoE and y Development of an EE Skills
Improvement African EE market for skills y NGP other government departments should be identified Capacity Training Initiative

development and y IPAP and jointly addressed.

accreditation of y EPWP SANEDI's Working for Energy Programme may be

professionals to bridge the y  Skills ideally suited to co-ordinate and support a skills

skills gap and provide for Development development initiative specifically for EE.

growth in the industry. Act of 1998 — Skills shortages in the private sector should be

At present, Eskom provides amended addressed via dedicated sector programmes by

some technical skills training | y National capacitating tertiary institutions, SETAs and research

and workshops, but further Skills institutes.

organised and systematic Development Government subsidies and assistance via the skills

training is needed. Strategy llI development levy and other assistance programmes

should be put in place to develop EE skills.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or

Incentive where applicable

y The implementation of EE
requires a skill set
commensurate with the
technology being developed.
The exemplary The Department of Public y Draft Post- The exemplary role of the public sector can marshal a
role of the Works is developing a the 2015 NEES significant amount of energy savings, especially if
public sector “Leading by Example” brand broadened to include provincial and local authorities.
that supports programmes There are two ways for government to lead by
aimed at building retrofits, example: rollout of EE improvements within owned
raising awareness and the and managed government buildings and integrating
greening of procurement. EE into local procurement (see below).
Localisation EE technologies and/or y NDP 2030 Develop a prescribed minimum for locally developed y Consider adapting public
of parts thereof are largely still | v NGP or manufactured EE components to be included in procurement laws to facilitate
procurement imported, instead of locally y Local public procurement processes. the evaluation of EE service
manufactured. Procurement Employ local EE technologies within existing providers.
Accord initiatives and programmes.
Consider the inclusion of EE in technical tender
specifications and use of lifecycle costing in public
tender specifications.
Develop clear, practical guidelines on how to apply
EE criteria in public procurement procedures.
Taking The “rebound effect” refers y NEES 2005 Consider that unless the rebound effect has severe y  The value of EE policies should
cognisance of to the propensity of y Post-2015 external costs, it will be a benefit, rather than a cost, be measured not just by their
the rebound consumers to increase use NEES of an EE policy, as implementers should not merely efficacy in lowering energy
effect in of energy services in y MEPS focus on minimising energy use, but rather consumption, but by their
developing EE response to efficiency y S&L maximising economic growth. overall social, economic, and
policy measures that have reduced Programme Policymakers need to consider the health, economic environmental benefits.
their energy costs. and other non-energy benefits that often result from
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or

Incentive where applicable

Therefore, policies often the increase in energy services represented by

result in lower energy positive user “rebound effects”.

savings than estimates y Legislators should analyse these trade-offs to choose

predicted. EE measures that will increase SA’s overall welfare.
Stakeholder y The most important y Draft Post- y  SArequires more mechanisms that provide for y Consider making stakeholder
Engagement stakeholders in EE are 2015 NEES ongoing stakeholder engagement, as a crucial engagement mandatory within

government, private component of an overall EE governance system. EE legislative frameworks (as

companies, inter- y Stakeholder engagement helps build political in New Zealand).

governmental organisations consensus and ensures broad buy-in to policy

and NGOs. implementation.

y SA lacks a broader y Political will and commitment from various

awareness campaign that Government departments are essential if EE is to

will require large EE become a national priority.

campaign roll-outs to y Engagement in EE policy development should be

educate the public on open to all interested stakeholders.

improved energy. y Stakeholder diversity should be a goal of

engagement, as stakeholders have different interests
and concerns.

Promotional y  SA still lacks comprehensive | y Draft Post- y Develop consistent political messages and effective
and market promotional campaigns to 2015 NEES public communication (crucial to obtain public support
transformation raise public awareness of y  White Paper for energy reforms).
mechanisms EE. on Energy y Develop policies that can be easily presented and are
y  SA lacks a strategic Policy of effective in convincing consumers to make energy
intervention to achieve a 1998 efficient decisions to have high market transformation
long-term, significant share rates.

of EE products and services
in its targeted market.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or

Incentive where applicable

y Develop policies that demonstrate a competitive
advantage that can become a key market
transformation tool.
y Develop comprehensive public information campaigns
and promotions to extoll the virtues of EE.
y Include EE in school curricula.
y Introduce organised EE exhibits at conferences and
trade fairs.
Data y The DoE has developed EE | y NEA 2008 y The mandatory collection, analysis and verification of y Consider developing an
collection, target monitoring system y Draft Post- energy data should be prioritised. evaluation protocol that reflects
monitoring (EETMS). 2015 NEES y Develop a database(s) containing information on SA’s context and establishes
and indicators | y SA has good, third-party building certification and systems inspections as an broad guidance and standard
M&V assessments; information source on the energy performance of usage that can be followed
however, they are not buildings. consistently by all EE
performed in a uniform y Develop a database of manufacturing energy efficient programmes.
fashion for all EE policies equipment.
and programmes. y Invest in customised information, e.g. online products
databases allowing customers to compare products.
Project y Many individuals or y Develop Project Development Assistance (PDA) via y Set up a “one-stop-shop” for EE
Development businesses lack the different instruments such as dedicated PDA facilities, that deals with communication
Assistance necessary capacity to set or “one-stop-shops”. and information campaigns,
up, implement, and finance y Stakeholders in PDA can include local and authorities, training and skills, financing
EE projects ESCOs, banks, energy agencies or utilities. mechanisms, and energy
performance tracking.
Energy Audit y The Private sector energy y Draft Post- y Develop an Energy Audit Guide with updated
Guide efficiency (PSEE) 2015 NEES guidance and tools for energy consulting engineers,
programme offered professionals, real estate professionals, building
owners and building managers.
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Instruments Current State in SA Main SA Policy Recommendation(s) Possible new Policy or

Incentive where applicable

discounted energy audits to
businesses.
Energy y There is limited information y Draft Post- y Design more user-friendly EPCs y Consider the development of a
Performance between the lessors and 2015 NEES y Compile EPC data via databases for easy access regulatory framework with
Certificates landlords on EE uptake in mandatory EE targets that can
buildings create demand for energy
y  Split incentives in the rental audits and EE investments that
sector remain a concern. will raise awareness, thereby
lowering EE investment risks.
Technology y In SA, little has been done in | v Draft Post- y Expand the scope of TIA’s EE programmes.
Development terms of EE Technology 2015 NEES y Introduce tax credits for R&D
and Development and y  Offer incentives for early market adoption.
Innovation Innovation. y Create a portfolio of technologies best suited to meet
y  South Africa’s Technology national priorities, taking cognisance of SA’ energy
Innovation Agency (TIA) infrastructure and resources.
supports the development of y Foster a national system of technology innovation in
a sustainable energy EE.
industry; however, the scope
of TIA’s EE programmes is
small.
Institutional y  South Africa still suffers from | y NDP 2030 y Capacity building is a prerequisite to effective co- y Consider identifying and
Capacity institutional capacity y NGP ordination, especially when institutional partners are designating a dedicated
constraints to implement EE | y Draft Post- unaccustomed or unfamiliar with EE programmes or implementing department for
policy in the public sector 2015 NEES technologies. EE.
and relies significantly on y Build the capacity within partner institutions
private capacity. commensurate with the implementation role expected
of them.




Instruments

Current State in SA

Recommendation(s)

key institutions participating in EE, such as the DoE,
SANEDI and SABS.

Develop clear and appropriate institutional mandates
for EE.

Increase the financial and human resource capacity of
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Main SA Policy

Possible new Policy or
Incentive where applicable

Mandatory y The MEPS programme has y NEES 2005 MEPS should be broadened to include appliances y Consider endorsement of
MEPS been performing well, y Draft Post- that are commonly used in the public sector (such as highest efficiency appliances
Standards and although further tightening is 2015 NEES large-scale cooking and heating appliances). via a high energy performance
labelling for required. y  White Paper Energy inefficient appliances and their marketing label.
appliances y The 2015 MEPS level was on Energy should be prohibited via the tightening of MEPS. y Consider the design and
and already mostly obsolete in Policy of EE labels and MEPS should be frequently revised to implementation of new
equipment 2014. 1998 ensure that the best EE category is only available for mandatory MEPS and S&L

the “best not yet available technology”. requirements.

Ensure reliable data and analysis to set S&L

programme priorities.

Link S&L with complementary energy efficiency

programmes (i.e. tax incentives and rebates, building

energy codes).

Develop a comprehensive S&L M&V Framework.

Develop consumer information and education

campaigns.
Align SA EE y The utilisation of y Post-2015 Align local EE policies with international best practice y Development of a national
policy with international policies as NEES in EE, based on collective learning and shared efforts energy benchmarking tool to
International models of best practice for y NEA 2008 to develop effective policy as done by, inter alia, the guide possible gaps in policies
Best Practice the local EE milieu is y  White Paper IEA, World Bank and WEC. and implementation.

currently limited. on Energy Develop a structured framework on which to identify a
Policy 1998 taxonomy of best practice EE policies and measures

suitable for adaptation and adoption in South Africa.




Assessment & Evaluation of Market-Based EE Policies & Incentives

Analysis and Recommendation for Policy & Regulatory Adjustment

Table 5: Policy and Regulatory Adjustments

# | Area of Intervention

Implementing Main Stakeholder Priority Focus

Agency

National Government should improve the uptake of EE measures in the | y DOE y Department of Small y Immediate
SMME sector through the promulgation of specific regulations towards Business Development

this end. y SANEDI

Restructuring of the 12L tax incentive to include smaller EE projects,

preferential loans and low value term-loans to SMME and Energy Saving

Insurance should also be considered.

The development and promulgation of a National EE Act. The purpose of | v DOE y National Treasury y Immediate
the Act is to drive EE regulations is all sectors of the economy, provide a y SANEDI

statutory foundation for rules and regulations, give guidance to EE

policies, stipulate funding mechanisms and specify penalties for

non-compliance.

The White Paper on Energy 1998 must be revised — it was intended to | y DOE y  National government y Immediate
guide government’s energy related policies until 2008. The review should y  Provincial government

assess what has been achieved and determine appropriate short and y Local government

medium-term EE priorities. authorities

Legislation and regulations governing public procurement must be | y National y National government y Immediate
expanded to include EE requirements. Service providers to government Treasury y  Provincial government

must comply with a set of minimum-prescribed EE standards. In the short | y DOE y Local government

term, government entities should include EE considerations within their authorities

tender specifications.

Government should consider fast-tracking the implementation of the Draft | y DEA y DOE y Immediate
Carbon Tax. Proceeds from the Tax can be used to finance EE initiatives y National Treasury

while reducing South Africa’s GHG emissions in accordance with the Paris

Agreement.
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Area of Intervention Implementing Main Stakeholder Priority Focus

Agency

Government should reduce or remove the import duties and tariffs that | v SARS y DOE y  Short to medium term
currently apply to EE technologies and equipment. y SANEDI

Allowing tax-deductible investments for EE projects (or projects that y  National Treasury

include EE measures/components) would improve the adoption and scale
EE initiatives.

7. | Government should consider transferring the IDM programme to SANEDI. | y Eskom y DOE y  Short to medium term
y SANEDI
y National Treasury
8. | The MCEP covers expansions only, which means that there is a gap in | y DOE y National Treasury y  Short to medium term
support for new projects considering that there is only support involving y SANEDI

new and expansion projects for black industrialists, specifically only for
investments exceeding R30-million. Government should consider
expanding the scope of MCEP programme to support new projects.
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7. Appendices A — International Case Studies
Turkey Case Study

Figure 1: Turkey Key Data, 2015 Map 1: Map of Turkey
Turkey Key Data: 2015
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Turkey is of key strategic importance, given its proximity to
the world’s largest proven oil and gas reserves. It has the
desire to become a major hub for the energy trade between

Country Profile
The Turkish Republic is a Eurasian country located in the

SRULEREE  SUIEPEAN  FEEfEn £y e WLIsdE S Central Asia, Russia, the Middle East and Europe.
Approximately 97% of its territory (called Anatolia) is in Asia Economy

and the rest (Eastern Thrace or Rumelia) is in Europe. y The economy is increasingly driven by the
manufacturing and the service sectors.

y  GDP per capita is equal to USD$10,80 (World Bank,
2016).

y The largest export sector by value is textiles and
clothing, although the agriculture sector accounts for
about 25% of employment.

y  The availability of more and better paid jobs has been
the driving force behind poverty reduction.

Energy Profile

y  The energy mix in Turkey primarily comprises fossil
fuels which represented 87.6% of TPES in 2015.

y Turkey's energy intensity has increased from 2005 to
2015 by 7% in contrast to other European IEA
countries that have seen a decline.

y  Turkey ranks eighth-highest with regard to its share of
fossil fuels in TPES among all IEA countries (IEA &

OECD, 2016). Turkey 2016 International EE Scorecard

y The IEA estimates that Turkey will see the fastest y  Ranks 15", with 46.5 points, above Australia and
medium- to long-term growth in energy demand Russia but below Poland and Taiwan (Kallakuri, et
among its member countries. According to Turkey’s al., 2016).
own projections, it is estimated that total final y Ranks the highest in the buildings sector at 10th
consumption will more than double and could reach place. The country received an average score or
an estimated 170.3 MTOE by 2020 (lbid., 25.). above on most buildings metrics, scoring 15 of the

possible 25 points.
Figure 2: Turkey Total Energy Supply 1973-2015
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The IEA’s 2016 country review of Turkey indicates that
energy from renewable sources represented 12.1% of
TPES.
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Table 6: Energy Policies in Turke
Turkish Policy Year

Implications for SA Policy

INEUEIN S =WYa o]l Current

Plan (NEEAP)

y To establish a framework

of measures for the
promotion of EE within
Turkey. The action plan
addresses the need to
balance economic growth
with environmental
concerns.

y The policy is intended to show

real outcomes and sets the
country on course to implement
a reduction of 14% of primary
energy consumption by

2023. In addition, government
has committed to invest almost
USD$ 11 billion in energy
efficiency measures set out by
the plan.

y The plan envisages the
development of a national
EE financing mechanism
and a regulatory
framework for the creation
of a heating and cooling
market.

y SA’'s NEEAP (2013) proposes

an annual EE trend analysis
and adjustments of sector/sub-
sector baselines and
determination of post-2015
NEES targets.

SA’s post draft NEES 2015
and NEEAP do not currently
address barriers to EE
adoption.

MENR Strategic RAYE]
Plan 201519

To make energy savings
and efficiency a key focus
area of Turkish policy.

The development of Turkey's
first NREAP and NEEAP.

y Strategic national policy
documents, placing EE
and RE at the centre of
energy policy are essential
in outlining national EE
targets and detailing
actions to ensure EE in all
economic sectors.

Similar to Turkey’s Strategic
Plan, SA’s NDP 2030
emphasises transition to lower
Carbon Economy via a EE
culture, zero emission building
standards, by 2030.

National 2014
Renewable

Energy Action

Plan (NREAP)

A roadmap for planning
and efficient development
of renewable energy until
2023.

The Policy is too new to show
real-world outcomes regarding
Turkey's EE agenda.

The share of renewable energy
in total electricity generation will
be increased to 30% by 2023.

y  The policy is too new to
assess its impact;
however, it is hampered by
contrary policy measures
due to the division of EE
across a range of
government portfolios.

SA'’s Integrated Energy Plan
deals with Renewable Energy
as well as its White Paper on
RE (2003), which has set a
target of 10 000GWh of energy
to be produced from RE
sources.

Regulation on the UK
energy

performance of
buildings (as

amended in 2013)

To turn a quarter of
building sustainable by
2023.

Since 2016, the number of
buildings with an EPC totalled
350,018.

485 cases of industrial EE
applications with annual total

y  Turkey strengthened EE
legislation, notably with
MEPS and EPCs.

SA'’s post draft NEES 2015
needs to be comprehensive as
Turkey's Efficiency Strategy.
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Turkish Policy Year Goal Outcomes Lessons Learnt

Implications for SA Policy

y Mandatory building

labelling policies for all
buildings.

MEPS for new buildings
and those subject to major
renovation.

An energy performance
certificate (EPC) that gives
information on primary
energy demand and CO:2
emissions.

energy saving of 111,722 Toe,
or a reduction of 645,474 tons
of CO2 from the industrial
sector.

Turkey ranks 9th on the LEED
list, with a 258% increase in the
amount of year over year gross
m? of LEED-certified space
from 2013 to 2014.

Financial incentives are being
developed by GDRE for
buildings.

y  Sustainable buildings are
given special attention by
the government.

y Financing is made
available based on an
evaluation of audits and
EPCs.

Comprehensive building targets:

- 20% Improvement in
energy performance of
residential buildings by
2030 relative to 2015
baseline.

- 37% Reduction in energy
consumption by 2030.

- 16% Reduction in energy
consumption in
manufacturing by 2030.

- SANS 204 deals with EE
in buildings and specifies
the design requirements.

EE Strategy

Reduce energy intensity
and losses in the industry
and services sectors by
10%.

Decrease energy demand
and CO2z emissions of
buildings.

Market transformation of
EE products.

Increase efficiency in
production, transmission
and distribution of
electricity.

EE in the public sector.
Strengthen institutional
capacities and
collaboration.

Implementation of the ISO
50001 Energy Management
Standard.

In 2016, 100 out of 1 200 large
industrial installations apply
ISO 50001.

25 voluntary agreements to
reduce energy intensity of
industrial production.

Turkey's cement industry has
numerous waste heat recovery
(WHR) systems.

Energy management units in
Organised Industrial Zones are
promoting energy management
systems (ISO 50001).

y Industry mainly uses coal,
therefore the GHG
reduction potential is high.

y Owners of outdated
equipment is a target
group due to the need for
GHG savings and
investment in new and
more efficient equipment.

y Energy intensive industries
provide a suitable target
group for EE investments.

y Centralised heat/electricity
producers contain high
GHG savings potential.

y Manufacturers, utilities,
ESCOs, etc, are using ISO

SA’s National Energy Efficiency
Strategy (2012) aimed to:

- Improve household EE.

- To support the Appliance
& EE S&L Programme.

- To implement regulatory &
awareness raising
measures by Government,
as well as voluntary
agreements.

- The development of
appropriate schemes to
incentivise the introduction
of EnMS. ISO 50001
certification is key.
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Lessons Learnt

Turkish Policy Year

y  Train 5,000 certified
energy managers & create
up to 50 EE consultancy
companies in industry.

50001 to reduce costs and
CO2 emissions.

Implications for SA Policy

Regulation 2014
amending the
Regulation on

increasing the

efficient use of

energy resources

and energy

y  Specifies the roles and
responsibilities of General
Directorate of Renewable
Energy.

y  Specifies subsector
targets for industry and
buildings.

y Mandates energy audits in
industrial plants, buildings
in the public and services
sectors.

Amount of savings potential for
industrial sector estimated at
5.7 million Toe.

Up to January 2017, audits of
270 business enterprises and
220 commercial/service
buildings have been done.

An energy audit is the first
step in identifying
opportunities to reduce
energy expense and
carbon footprints.

EE targets for industry are
key in increasing energy
savings.

y SA’s post draft 2015 NEES

aims to build on the
achievements of the original
NEES 2005, stimulating further
EE improvements through a
combination of fiscal and
financial incentives, robust,
legal and an enabling
regulatory framework.

Regulation for 2010
supporting EE in
SMEs

y  Training, audit and
consultancy services
through the KOSGEB.

The Turkish Sustainable
Energy Financing Facility,
TurSEFF, is a credit line for
SMEs to be used on their EE
and RE investment.

Mid-size Sustainable Energy
Financing Facility (MidSEFF)
offers on-lending to private
sector for financing mid-size.
investments in RE, waste to
energy and industrial EE.
The World Bank Project “SME
Energy Efficiency Project”.

Improving SMESs’ EE is key
to increase their
profitability and
competitiveness.

Energy price volatility &
uncertainties hamper SME
growth.

Improving EE among
SMEs contributes to wider
policy objectives, such as
boosting employment,
reducing GHG emissions,
air pollution, and deferring
investments in additional
power generation.

SA has no similar regulatory
environment for local SMMEs.
Such regulatory support could
greatly enhance local EE
efforts, (such as IDM, MCEP,
the Green Fund etc.).
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Turkish Policy Year

Implications for SA Policy

Law Regulating 2007 y Increase & support EE via | y Total energy savings of 25.4 y Effective EE regulations y SA’s similar regulations are
and Promoting investments subsidies. Mtoe. lead to real-world energy espoused in the post draft
NZ. é‘é; gf 2(?07] y Setup EE consulting Saving of 6:4 Mtoe in the savings. NEES 2015 put are not as
companies. manufacturing industry. y Increased EE awareness comprehensive as Turkey's.
y Form energy management Saving of 10.7 Mtoe in the is key in engaging the The post draft NEES 2015
systems (EnMS). transportation. public. wishes to ensure broad
y Promote EE investments Saving of 8.3 Mtoe in the y Voluntary programmes introduction of EnMS.
(Productivity. residential sector. encourage manufacturers
Enhancement Project & to increase the average
Voluntary Agreements). efficiency of their product
y Increasing EE in lines.
transportation & buildings.
y Increase awareness.
Monitoring 2007 y To monitor EE, according GDRE has set up an energy y  Monitoring is essential for SA’s Energy Efficiency Target
Energy 8]1vcgC to the EE law, certain use database known as the EE target setting & tracking Monitoring System 2014
I Sl energy users are obliged Portal, which provides effective policy design and analysed EE in terms of the
to report on their energy information flow, produces implementation including NEES.
consumption to the reliable projections, provides efficiency of public budget SA lacks a centralised EE
General Directorate of education and creates spending, reporting and portal and comprehensive EE
Renewable Energy awareness. transparency. sector data for detailed M&E.
(GDRE). y Itis key for policy makers
y Industrial plants and OlZs to understand sector

consuming over 50 000
Toe must establish energy
management units and
report energy
consumption and
management activities to
GDRE.

energy saving potential
when conducting policy
evaluation, reporting and
forecasting.
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Goal
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Outcomes

Implications for SA Policy

2002

Energy Labels for
Household
Appliances

y Manufacturers or suppliers
must provide information
regarding the energy
consumption of the
appliances in the form of
an energy label, as well as
technical documentation
for verification.

y By end of 2015, Turkey
completed a five-year project

for the market transformation of

EE household appliances with
the financial support of the
GEF.

y Labels increase the
average efficiency of the
market, increasing the
market share of efficient
models at the expense of
inefficient ones.

y Labelling acts as an
incentive for
manufacturers to
differentiate themselves
from their competitors.

y Standards and voluntary
programmes encourage
manufacturers to increase
their average efficiency.

y Standards remove the less
efficient appliances from
the market.

y

In SA, mandatory labelling is
already in place, and MEPS
have been introduced or are
proposed for most of the major
categories of appliance.

The post draft 2015 NEES is
proposing an Energy
endorsement label with a
simple yes/no indication that
an endorsed appliance is
among the most efficient in its
class.

Successive tightening of
appliance MEPS will ensure
that the market is continually
pushed in the direction of
improved EE.
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Table 7: Energy Incentives in Turke

Incentive Year PolicyEnvironment Created = Outcomes Lessons Learnt Implications for SA Incentives
and/or Policy
W ECG 2008 y National Energy y  Transposition of EU eco- y Standards must be regularly y SA has a similar project
Transformation of AU Efficiency Strategy design and energy labelling revised to avoid stagnation in funded by UNDP that runs
Ener_gy Effic_ient (2012). regulations. EE improvements and to until Sept 2017.
Appliances in Turkey
y Energy labels for y Implemented ten product- encourage manufacturers to y The delayed

Household appliances related energy labels and 16 continually seek to improve their implementation of SA’s

(2013). eco-design communications. product’s efficiency. own S&L Programme for

y Training on enforcement of y Lead Turkey to adopt MEPS EE appliances meant a
eco-design and energy more rapidly and ensured loss of innovation potential
labelling regulations. completion of transformation of and cost disadvantages.

y  Public awareness campaign products within 1.5 or 2 years y Improvements in appliance
reached more than 9 million and is expected to achieve full efficiency classes would
people. market transformation in 10 have gained socio-

y Provided a GHG reduction years. economic benefits and
of 2.8 million MtCO:a. GHG emissions reductions

which have been lost.

y  SA now has a much more
comprehensive S&L
programme development
and revision cycle, but
requires rigorous market
monitoring and
surveillance, as well as
public awareness.
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Incentive Year PolicyEnvironment Created = Outcomes Lessons Learnt Implications for SA Incentives
and/or Policy

Clean Technology Ongoing | v Law Regulating and y CTF financing is expected to | y Enables the replacement of old y SA’s Green Fund is a

Fund(CTF)

Improving Energy
Efficiency in Industry

UNDP Project

Promoting energy
efficiency No5627.
Monitoring Energy
("FLHQF\ LQ 6HH
(2007).

leverage an additional
USD$2.25 billion for
investments in EE,

- W Rrenéwable energy, and

smart grid upgrades to
facilitate greater integration
of renewable energy.

GHG emissions savings and
reductions for CTF financed
projects are estimated at 87
MtCO:s.

and inefficient equipment and
appliances with new and more
efficient substitutes. This
provides opportunities for
equipment suppliers and
leasing providers.

y  Opportunities for the recycling
of old products.

national fund established in
2012 and aimed at
supporting South Africa’s
transition to a green
economy. The DBSA
manages the fund on
behalf of the DEA.

2010
2017

Regulation for

supporting EE in SMEs
(2010).

Law Regulating the
Promoting Energy
Efficiency No5627 of
2007.

Monitoring Energy
("FLHQF\ LQ 6HH
(2007).

An Energy Auditing Guide
and a comprehensive
checklist were designed.
Both the Guide and the
checklist were finalized in
light of ISO 50002. The
energy service companies
(ESCOs or EVD companies)
were trained within the
scope of the Guide and
Checklist.

400 people were trained
within the scope of ISO
50001 & Energy
Management Systems.

59 investment projects
initiated.

y Increasing EE in all processes,
preventing waste and reducing
energy intensity at the sectoral
and macro level should be
among the most important items
in any energy sector.

y In order to reduce not only the
energy consumption but also
the greenhouse gas emissions
in manufacturing industry the
concept of EE is of crucial
importance.

SA'’s Industrial Energy
Efficiency (IEE) programme
facilitates the
implementation of the new
South African Energy
Management Standard
under the framework of the
international energy
management standard
ISO50001; it builds the
capacity to introduce a
systems optimization
approach for industry in
SA.

SA could benefit from an
Energy Audit Guide and a
comprehensive check list.
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Incentive Year PolicyEnvironment Created = Outcomes Lessons Learnt Implications for SA Incentives
and/or Policy
AWEIERESSOE L) Ongoing | y  Law Regulating the y Atraining bus, free y Consumer awareness is key y NEES provides for EE

Promoting Energy publications, technical when drafting an EE framework. regulatory awareness

Efficiency No5627 of manuals for energy y In Turkey, awareness campaigns.

2007. managers, national and campaigns directed the y The DoE’s energy
international conferences, attention of consumers to more efficiency campaign aims
seminars and workshops, EE products. to raise and enhance
and granting energy awareness amongst all
conservation awards to South Africans on EE.
companies. y  SA requires broader public

awareness of EE with
larger campaign roll-outs.

Private Sector 2009- y Regulation amending y Project financed 969 MW of | y Private sector EE drives y SA’s Private Sector Energy
Renewable Engrgy e the Regulation on renewable energy and innovation and productivity, Efficiency Programme
2rr1c?jeECr:ergy Efficiency increasing the efficient energy-efficiency. supports a cleaner environment (PSEE) (2013-2015)
use of energy (2014). investments, which resulted and enhances energy security identified close to 6 000
y Monitoring Energy in energy savings of 1,840 and reliability. energy saving opportunities
("FLHQF\ LQ 6HH tera calories (TCal). with more than 4,000
(2007). y GHG emissions reduction of SMMEs.
3.3 million tons per annum. y The PSEE is on hold due
to challenges in funding.
Voluntary Ongoing | v Regulation for y Between 2009 to 2013, 24 y Voluntary Schemes facilitate the | y SA has various voluntary
Energy Efficiency Supporting EE in SMEs voluntary agreements were adoption of cost-effective EE incentives such as IDM,
';‘?(;Zﬁgsi]t;smeme & (2010). signed with industrial technologies that achieved low DSM, peak shaving, load
Enhancement Project y Regulation amending establishments to reduce rates of market adoption prior to shifting and the energy
the Regulation on their energy intensity by program implementation. conservation scheme.
increasing the efficient 10% on average for three y The programme can lead to
use of energy resources years. improvements in the technical
and energy (2014). use of EE and effective

resource allocation.
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Incentive

EE Tax Incentives

Year

Ongoing

PolicyEnvironment Created

y Renewable energy Law
No 5346.

y Law Regarding the
support of Research
and Development
activities (No 5746).

y Monitoring Energy
Efficiency in Sectors
(2007).

Outcomes

y Tax reductions for
investments in EE projects
which are to be carried out
at existing manufacturing
industry facilities with
minimum 500 TEP.

Lessons Learnt

y Financial incentives are

important for spurring
investment in EE technologies
& services. It makes EE
investments more alluring by
lowering inhibitive upfront costs.
Financial incentives
complement efficiency policies
such as appliance standards &
energy codes, overcoming
market barriers for cost-
effective technologies.

Implications for SA Incentives
and/or Policy
y SA’s 12L Tax incentive

provides an allowance for
businesses to implement
EE savings, with a tax
deduction of 45c/kwh
saved on energy
consumption.

y Itis considered low by
some, and insufficient to
motivate companies to
adopt EE.

y The regulations exclude
the claiming of concurrent
benefits from other
programmes.
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Thailand Case Study

Map 2: Map of Thailand

SOURCE: GOOGLE MAPS

The Kingdom of Thailand is a country at the centre of
the Indochinese peninsula in Southeast Asia.
Thailand is bordered to the north by Myanmar and
Laos, to the east by Laos and Cambodia, to the south
by the Gulf of Thailand and Malaysia, and to the west
by the Andaman Sea and the southern extremity of
Myanmar.

Energy Profile

XThe energy mix in Thailand primarily comprises oil and
natural gas which represented 39.3% and 28.2% of TPES
in 2015, respectively.

xThailand’s TPES grew at an annual rate of 4.17% between
2003 and 2013, amounting to a total increase of more than
50%. This number reached a record high of 134.1 Mtoe in
2013, a 6.24% increase compared to the previous year
(OECDI/IEA 2016).

xThailand’s energy intensity has increased between 2007
and 2013, but then declined to 5.5626 (MJ/$2011 PPP
GDP) in 2014, according to the World Bank.

XEnergy demand has increased rapidly over the past
decade, with peak load experiencing a growth of nearly
50% while consumption increased by an average of 5% per
year. According to Thailand’s own projections, demand is
forecasted to double over the next period from 2015-2036.

xWhile its share of coal increased only marginally in relation
to the energy mix, it is expected to exceed more than
double its current volume from approximately 2,400
megawatts (MW) to nearly 7,400 MW (OECD/IEA 2016).

Figure 4: Thailand Total Energy Supply 1973-2015
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Figure 3: Thailand Key Data, 2015 ‘

B Thajland Key Data: 2015
I

Electricity . 75.20
2520 Consumption/Capita Energy production Mtoe
Energy
Profile
Emmissions
0.13 Toe/ i
USD 1000 PPP TPES/GDP = TPES/Capita 1.99 Toe
SOURCE: IEA

*TPES or Total primary energy supply
*Toe: Tons of Oil Equivalent
*MTOE Million Tons of Oil Eauivalent

As a newly industrialised country and middle power in the
region and globally, Thailand can contribute significantly to
the global energy sphere. Thailand is the second largest
importer of oil in SE Asia, as well as a large producer of
natural gas.

Economy

xThailand’s economy is largely export-dependent, with
exports accounting for over two thirds of the country’s GDP.

XGDP per capita equal to USD$ 5,90 (World Bank, 2017).

xMajor exports include vehicles, computers, electrical
appliances, rice, textiles and footwear, fishery products,
rubber, and jewellery.

xSlightly over 40% of the population is employed in the
services sector, followed by agriculture.

Thailand 2016 International EE Scorecard

xRanks 20t - fourth from the last with 36.5 points, but
above other developing countries such as South Africa
and Brazil (Kallakuri, et al., 2016).

xRanks the highest in the industry sector at 16" place,
while ranking the lowest in the buildings sector.

xThailand only has two appliance categories with minimum
energy performance standards (MEPS) and labelling of
appliances are not mandatory but voluntary.

THE IEA/OECD country statistics of Thailand indicate
that energy from renewable sources represented 19.3%
of TPES.
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