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The South African government has, in recent times, been strongly advocating for the 

role out of a new fleet of nuclear power plants, to contribute to the future electricity 

generation mix. Public endorsements of this proposed programme have come from officials 

as high ranking as President Zuma (Zuma, 2014), Deputy President Ramaphosa (BDLive, 

2014a) and the Minister of Energy (Joemat-Pettersson, 2014). The proposed plan is 

understood to entail the procurement and construction of a 9’600MW of new nuclear supply 

that will be commissioned by 2030 in accordance with the Department of Energy’s 

Integrated Resource Plan (IRP) for 2010. Government’s stated desire to initiate the plan 

appears in spite of recommendations in its draft IRP update, released in November 2013 for 

public comment, which indicate that nuclear procurement can be delayed until 2015. 

The IRP promotes the diversification of primary energy for South Africa’s electricity in 

line with policy stemming from the Energy Policy White Paper of 1998. Currently, coal 

provides around 90% of annual generation, the bulk of which is supplied by Eskom’s (aging) 

base-load plants in Mpumalanga and Limpopo. It is understood that nuclear power can 

augment and replace a portion of this base-load, as government strives to improve energy 

security, particularly in the wake of existing supply constraints (BDLive, 2014b). This, as 

well as ‘potential economic benefits… [of developing]… the complete nuclear fuel cycle’ are 

the key motivations driving nuclear energy policy (DME, 2008:25). Eskom, the state-owned 

electricity utility expected to own and operate new nuclear plant, has already initiated 

independent environmental impact assessments of potential sites (Eskom, 2011). 

However, the capital costs of such a programme present a significant challenge to 

government and Eskom alike, which, in the words of Ramaphosa, will require a “clever 

financing package” (BDLive, 2014a). In its update draft of the IRP (released for public 

comment in 2013), the DoE conservatively estimates nuclear overnight costs at $5’800/kW 

(2012 US) which, at a generous estimate of the prevailing exchange rates, would amount to 

around R450bn. When one factors in interest during construction (with a minimum seven 

years lead time), costs associated with loans and capital funding, and the volatility of 

exchange rates, estimates scale up close to R1-trillion (BDLive, 2014c). For the sake of 

perspective, consider that the total National Budget Expenditure for 2014/15 is estimated 

only slightly higher than this figure, at R1.1-trillion (Gordhan, 2014). 

Clearly, raising the required capital for such an investment presents a significant 

challenge in and of itself, and this problem is currently, acutely exacerbated by South 

Africa’s poor macroeconomic performance in 2014. GDP growth contracted 0.6% in the first 

quarter (StatsSA, 2014a), while the Reserve Bank increased the repo rate by 0.25% in July 

(Reserve Bank, 2014). Annual CPI (inflation) ratings are also currently above government’s 

targeted bandwidth of 3-6%, at 6.6% as of June (StatsSA, 2014b). These developments 

occurred largely as a result of a five month long labour strike in the platinum sector. This 

triggered a loss of confidence for investors in South African industry, which was further 

worsened by the more recent strike in the metal and engineering sectors (BDLive, 2014d).  
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This has been reflected by recent developments in South Africa’s credit ratings: in June 

Standard & Poor downgraded the country to BBB-, which is just above “junk” status 

(BDLive, 2014e), while Fitch and Moody’s currently maintain negative outlooks (Trading 

Economics, 2014). Meanwhile, Eskom’s own credit worthiness appears to be dwindling, with 

also downgrading them to BBB-, and placing them on a negative credit watch (BDLive, 

2014f). Furthermore, they have been grappling with an anticipated R225bn revenue 

shortfall in the period of 2013/14 to 2018/19, citing the 8% tariff granted them by the 

National Energy Regulator (NERSA) in the 3rd Multi-Year Price Determination (MYPD3) when 

they had requested 16% (Eskom, 2014). Recently, Eskom gained a concession from NERSA 

to raise the tariffs above and beyond the MYPDE3-agreed increase, by a further 2-5% 

(BDLive, 2014g) to reduce the “impact on the cash available to Eskom for capital 

expenditure” (Eskom, 2014:153).  

This reveals two issues: firstly, Eskom has inadequate financing for its current capacity 

build projects, which include the Medupi and Kusile coal-fired power stations as well as the 

Ingula Pumped Storage Scheme. This leaves no room currently for further capital projects 

on the current budget. Thus Eskom and the government will have to obtain a loan from a 

foreign financier, such as the World Bank – who issued Eskom US$3.75bn loan in 2011 

primarily to build Medupi (World Bank, 2012). Creditors will see this as a high risk 

investment (owing to the afore-mentioned ratings), meaning that interest on these loans 

will be high. 

This raises the second issue: the high financial risk taken on by Eskom should they 

pursue this project. If one assumes a pattern based on NERSA’s recent concession, it is 

likely that this risk will ultimately be borne by the South African consumer. Furthermore, 

this adds tremendously to the risk that is endemic in any large-scale infrastructure 

investment, particularly on the scale of the proposed nuclear fleet, which in itself is 

exacerbated by South African industrial conditions. The country currently lacks the “national 

industrial capability for the design, manufacture and construction of nuclear energy 

systems” (DME, 2008:9), while the National Planning Commission (NPC) notes that “the 

missing element is the institutional arrangements to plan the procurement of [nuclear 

energy] in a cost effective way” (NPC, 2011:17). 

  This is important in developing an effective and coherent strategy for procuring EPC 

contracts from international vendors that is cognisant of the socio-economic needs of the 

country. It is likely that government would issue a call to bidders for construction contracts 

that would stipulate local content requirements, and ideally present an opportunity for local 

manufacturers to benefit from technology transfer. However, the process thus far has not 

been clear on when the request for tenders will be issued, how local content will be 

managed and which vendors the DoE are considering. International companies such as 

Areva (France), Rosatom (Russia) and others from China have apparently all expressed an 

interest in the programme, but await the call from government, which has been promised to 

arrive “before the end of the financial year” (BDLive, 2014h). 

Therefore, there remains much uncertainty surrounding the South Africa’s nuclear 

prospects. Key actors from government and Eskom alike have offered strong, vocal 

commitment to the project. However, there is currently a shortfall of information in the 

public domain on government’s procurement policy, how it plans to finance the huge capital 
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requirement (as well as a precise estimate of what that will be) and what the anticipated 

timelines of the programme are. 
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