
Introduction and purpose 

1

South Africa’s electricity market is undergoing restructuring 
resulting in a dynamic environment with continued policy and 

regulatory changes. This regionally-focused MIR provides 
potential investors with an overview of RE investment 

opportunities, within the context of South Africa’s electricity 
landscape and how that impacts investment into the RE market.

INTRODUCTION  
AND PURPOSE  

The Western Cape province has an abundance of solar and wind resources and has been a focus 
of RE developments dating back to the first wind energy demonstration facility commissioned in 
2003 by Eskom at Klipheuwel (about 60 km from central Cape Town).

Since the launch in 2011 of the government’s RE procurement 
programme, the REIPPPP, the province has been central 
to new RE developments from the first BWs, and more 
recently, as one of the primary centres for the development 
RE projects for private off-take through wheeling.

This early development and growth led to the rise of grid 
constraints on the Eskom network, limiting the opportunities 
for RE projects that could be connected to the grid in the 
Western Cape. This MIR attempts to provide an overview 
of the current investable opportunities in RE as well as a 
perspective of how these will change over time.

The Western Cape provides investors with an attractive 
opportunity to get involved in the RE sector in South 
Africa. To achieve this, the province will rely on significant 
private sector investment into RE by businesses and  
households alike.

This report provides an overview of the Western Cape’s 
electricity sector (Section 2), the two most viable investment 
opportunities in RE (Section 3) while highlighting the 
most relevant drivers and risks, and a brief discussion on  
future opportunities.

In addition to this MIR, GreenCape has also published  
2026 MIRs  for the water sector and the agricultural sector 
in the Western Cape.

For enquiries or to access GreenCape’s services, contact 
GreenCape’s Energy Sector Desk at energy@green-cape.co.za
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The Western Cape Province is in the south-western region of South Africa. It has a population of 
approximately 7.6 million people (Statistics South Africa 2024) spread across 24 local municipalities 
and one metropolitan municipality, the City of Cape Town (CCT).

The province contributes approximately 14.3% to the 
national Gross Domestic Product, with finance, real estate, 
business services, and manufacturing making up the 
largest sectors of its economy, respectively (Western Cape 
Government 2025).

The Western Cape is Africa’s leading green economic hub 
and has established several strategic frameworks to achieve 
this goal. Some of the relevant documents that specifically 
drive the uptake of RE are:

•	Western Cape Energy Resilience Programme (2022)

•	State of Environment Outlook Report for the Western 
Cape Province (2024)

•	Clean Energy Transition Roadmap to 2040

•	Western Cape Climate Change Response Strategy:  
Vision 2050 (2022)

2.1.1
Public procurement

The large-scale RE sector experienced substantial initial 
growth from the energy projects awarded in the province 
under the REIPPPP, and more recently the RMIPPPP, driving 
economic growth and development. A total of 1 716 MW6 
of government procured capacity is situated in the Western 
Cape, across a total of 19 successful projects from BW1 – 
BW5. The largest number of projects submitted under the 
REIPPPP BW6 – 24 projects with a capacity of 4 791 MW – 
were located in the Western Cape (DMRE 2022), however, 
none was assigned preferred bidder status due to grid 
constraints in the region.

Western Cape municipalities have also implemented RE 
solutions through public tender processes for solar PV 
and BESS. There are an estimated 22 MW of municipal 
RE projects under construction or operational in the 
Western Cape, and a further ~110 MW under planning or  
early development.

2

This section gives an overview of the Western Cape’s electricity 
sector, and its suitability as a RE investment destination.

SECTOR  
OVERVIEW

Sector overview

2.1 	  Electricity landscape

The Western Cape has a diverse and growing RE 
landscape that faces national electricity infrastructure 
challenges. As of December 2025, there are 1 348 MW 
of wind and 170 MW of solar PV under construction, with 
an additional 676 MW and 250 MW having reached BQ 
phase, respectively (NTCSA 2025a). This section looks at 
public procurement, large-scale private RE developments, 
BTM installations, and municipal procurement in the 
Western Cape to provide context to the RE investment 
opportunities in the province.

6	 The RMIPPPP contracted capacity is 128 MW, but 241 MW of RE is under construction to meet the contracted capacity. The difference in size is attributed to 		
	 efficiency losses and intermittent resource availability.

The Western Cape is a hub for the RE sector, 
hosting a wide range of supportive industries, 
infrastructure, and institutions to support 
investment. WESGRO was setup as a tourism, 
trade, and investment promotion agency by the 
Western Cape Government (WCG) to facilitate 
investment into Cape Town and the province. 
Some of the key reasons for investor interest in 
the Western Cape are:

•	 Throughout the REIPPPP, from BW1 – BW7, 
over 60% of the projects originated from 
developers whose South African operations 
are headquartered in Cape Town.

•	 The province provides a key hub for logistics, 
with the port of Saldanha being one of three 
deep-water ports in South Africa and having 
capabilities for wind turbine handling.

•	 The WCG has taken steps to stimulate 
investment in greentech manufacturing by 
setting up the Atlantis Special Economic Zone. 
The province hosts companies manufacturing 
for the RE industry, which include wind turbine 
towers and BESS manufacturing in Cape Town.

•	 A highly skilled work force can be tapped into 
through four universities, most of which host 
dedicated energy research centres,  
and six technical and vocational education 
and training colleges located in the province. 
Furthermore, the province hosts the  
South African Renewable Energy Technology 
Centre, providing dedicated RE skills 
development courses.

•	 The Western Cape has a high potential 
for wind project development, due to the 
climatic conditions in the region.
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Sector overview

Swartland Municipality solar PV project 

An innovative model was employed by the Swartland Municipality, which leveraged the short-term benefits of a 
1 MW solar PV plant, while enabling longer term benefit to a local housing estate. Following a tender process, 
the municipality signed a short-term (less than three years) PPA with an independent power producer (IPP), 
that aimed to provide green energy to a housing estate that is still under construction. This allowed the solar 
PV project to be completed and supply low-cost energy to the municipality, while the housing estate is being 
constructed, ensuring a guaranteed off-taker of the energy at the early stages of the solar PV project.

Cape Town solar PV project 

The CCT initiated the construction of a 7 MW city-owned and operated large-scale solar PV plant in Atlantis. 
The facility is to be completed at the end of April 2026. The CCT has also issued a tender for a 5 MW BESS to 
be co-located with the solar PV plant to provide energy storage capacity.

Hessequa Municipality solar PV with BESS pilot project

A 10 MW solar PV and 10MWh BESS pilot plant is under construction near Riversdale, with expected 
completion in September 2026. The aim of the pilot is to make the town of Riversdale load-shedding-free by 
reducing dependence on Eskom.

Hartenbos waste water treatment works PV and micro grid

At the end of 2025, the Mossel Bay municipality opened its first solar PV and battery system to supply 
uninterrupted energy to its Hartenbos waste water treatment facility. The installation included a micro grid 
consisting of 2.1 MW solar PV paired with 4.6 MWh of BESS and diesel generators to supply the municipal 
infrastructure with uninterrupted power even during power outages.

Municipal procurement of large-scale RE in the Western Cape 2.1.2
Private procurement

There are currently 1 267 MW of large-scale privately 
developed projects under construction or in operation, 
in the Western Cape. These developments are largely 
enabled by wheeling7 legislation, which allows RE off-
take by private businesses through Eskom’s transmission 
network. Most of these projects provide electricity, mainly 
through dedicated PPAs, to large power users located in 
other provinces, and to a lesser extend through energy 
traders acting as aggregators for a diverse set of customers. 

Data from a GreenCape database of RE projects were 
combined with Eskom provided data of BTM installation 
sizes to develop a diagram indicating the installed projects 
and use cases that include public programmes managed 
through the Independent Power Producers Office (IPPO), 
private wheeling (‘wheeling/PPA’) and BTM installations and 
their use cases, shown in Figure 1. The diagram provides 
an overview of the RE landscape in the Western Cape. 
The data is indicative of the typical use cases for RE in 
the province and covers estimated installed projects and 
projects currently under construction.

7	 Wheeling refers to the use of third-party transmission and distribution networks to deliver power from generators to off-takers, allowing IPPs to sell directly to 		
	 customers while paying for the use of the electricity grid through use-of-system charges

Figure 1: Market segmentation for RE installation under construction and in operation in the Western Cape  
(all units expressed in MW).
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Sector overview

2.1.3
Municipality readiness for RE connected to the distribution network

Municipalities in the Western Cape are making strides to facilitate RE in their distribution networks. The majority of 
municipalities have developed frameworks that enable BTM RE generation, as seen in Figure 2, with municipal wheeling 
frameworks still at a very early stage of development.

Allow BTM. Allow feed-in Allow BTM. No feed-in Allow wheeling

Figure 2: Map of Western Cape municipalities’ BTM installation and wheeling conditions

Although several municipalities are shown to not allow 
feed-in from BTM generators into their networks, some 
are progressing with the system changes and regulations 
that will enable it, namely, Prince Albert, Laingsburg, and 
Beaufort West. These municipalities have BTM tariffs but are 
currently developing the financial frameworks.

The implementation of wheeling regulations on the Eskom 
network allowed for the development of private, large-scale 
RE projects. While wheeling from generators connected to 
municipal networks is technically possible, it is not seen as 
a short- or medium-term opportunity due to the additional 
complexity it would encounter. Municipally connected 
generators wheeling to municipally connected customers 
has been piloted with a focus on wheeling excess generation 
from a BTM generation system from one customer  
to another.

The potential for virtual wheeling – which enables IPPs 
outside of the municipal network to wheel electricity to 
municipal businesses via rebated charges – could stimulate 
further project development, but successful rollout of this 
mechanism is still being trialled. The Western Cape presents 
a significant opportunity for wheeling as a means to supply 
clean, affordable energy from IPPs to businesses.

Virtual wheeling is a new product being piloted by Eskom to simplify the wheeling process for municipal 
customers. With virtual wheeling, municipal customers will continue to settle their accounts with municipalities 
as usual, without needing to account for the wheeled energy. After the municipality settles its account with 
Eskom, Eskom will rebate the municipal customer for any overpayment caused by an energy balance mismatch, 
due to IPP generation being allocated to the customer. This rebate will be applied to a virtual account created 
between  Eskom and the customer8.

8	 For more information on virtual wheeling, please visit: https://www.eskom.co.za/distribution/virtual-wheeling/

9	 Congestion curtailment refers to the practice of limiting the output of RE of certain generators in times when generation exceeds the amount of power that can be 	
	 evacuated at a given time.

10	 The indicated capacity is for the procured capacity, not the installed (nameplate) capacity which is higher.

2.1.4
Grid capacity availability

Eskom’s latest Generation Connection Capacity Assessment 
(GCCA) 2025, reported effectively zero available capacity 
for new large-scale projects in the Western Cape supply 
area as well as Hydra Central area, which partially covers 
the province and acts as an energy evacuation corridor for 
generated power (Eskom 2023). 

Congestion curtailment9 and infrastructure upgrades 
planned for the immediate and long-term future, are 
intended to unlock investment opportunities in these grid-
constrained areas. The current landscape of large-scale 
projects in the Western Cape is provided in Table 2.

Table 2: Breakdown of RE projects in the Western Cape by December 2025

STATUS DESCRIPTION TECHNOLOGY CAPACITY10

Operational. Operational REIPPPP BW1 – BW5 projects. Solar PV 350 MW

Wind 1 238 MW

Under 
construction.

Oya hybrid energy facility consisting of Wind, solar PV, and a 
242 MWh BESS as part of the RMIPPPP.

Solar PV 155 MW

Wind 86 MW

Acciona’s Zen and Bergrivier wind projects for private off-take, 
adjacent to the existing Gouda wind farm, forming a wind cluster.

Wind 194 MW

African Clean Energy Developments’s Emoyeni group of projects 
consisting of Ishwati Emoyeni, Umsinde Emoyeni and Khangela 
Emoyeni, each with a capacity of 140 MW. All three projects are for 
private off-take.

Wind 420 MW

G7 Renewable Energies’ Karreebosch wind farm for private off-take. Wind 140 MW

Red Rocket’s Witberg wind farm for private off-take. Wind 108 MW

Red Rocket’s Overberg wind farm for private off-take. Wind 400 MW

Sustainable Power Solutions’ Slim Sun Too project for private off-take. Solar PV 5 MW

Hessequa Municipality solar PV with BESS pilot project Solar PV 10 MW

BQ. According to the National Transmission Company of South Africa 
(NTCSA), projects in BQ phase that will progress once short-term 
infrastructure upgrades have been completed.

Wind 676 MW

Solar PV 250 MW
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Investment opportunities

3

The Western Cape offers two primary investment opportunities 
within its RE market: Large-scale RE projects developed for 

private offtake through wheeling, and BTM solar PV and BESS for 
businesses. These opportunities are supported by strong private 

demand, policy reforms, and a maturing financing ecosystem.

INVESTMENT  
OPPORTUNITIES

The Western Cape has a potential RE market of 
R37.4 billion by 2030, as grid reforms release 
2.35 GW of capacity for new projects.

Despite severe grid constraints, large-scale RE projects 
remain the province’s most substantial investment segment. 
With firm grid capacity fully allocated, the investment 
opportunity is centred on partnering with, or acquiring, 
existing developments which hold BQs, enabling project 
execution in a highly competitive market.

Private-sector offtake dominates new development, enabled 
by Eskom’s wheeling framework. While wheeling PPAs were 
historically long-term bilateral contracts, the emergence of 
energy traders and aggregators is shifting the market toward 
shorter-term, more flexible contracting structures.

A major step change occurred in 2025 when NERSA 
approved 4% congestion curtailment for wind projects in 
the Western Cape, unlocking approximately 1 180 MW of 
grid connection capacity for wind projects. This mechanism 
alone is projected to attract R20.1 billion11 in new wind 
energy investments by 2030. Beyond curtailment, an 
additional 250 MW of solar PV and 676 MW of wind 
projects, representing R14 billion in investment, are already 
at BQ stage and are expected to advance as short-term grid 
strengthening projects are completed.

Collectively, these developments create a clear, time-
bound investment window for large-scale RE: Curtailment-
enabled projects in the near term (2025–2028), followed by 
further capacity release as major transmission upgrades are 
commissioned from 2029 onward.

The second major opportunity lies in BTM solar PV and 
BESS installations for businesses. These systems enable 
businesses to reduce operating costs, mitigate tariff 
increases, improve energy resilience, and lower Scope 2 
emissions.12 Rooftop and parking-lot solar PV installations 
form the core of this market, increasingly paired with 
lithium-ion (Li-ion) BESS to maximise self-consumption, 
provide backup power, and support operational continuity. 
Financing innovation, particularly long-term solar PPAs 
offered by developers who fund and operate systems on 
behalf of customers, is accelerating adoption by reducing 
the need for upfront capital.

The BTM market in the Western Cape is expected to 
grow by 240 MW for solar PV and 40 MWh for BESS by 
2030, representing an estimated R3.3 billion13 investment 
opportunity. While uptake of residential solar PV has slowed, 
the commercial and industrial BTM segment remains robust, 
especially for large energy users prioritising cost reduction, 
carbon performance, and energy security. In addition, there 
are a number of emerging opportunities: BESS arbitrage, 
green hydrogen, and the South African Wholesale Electricity 
Market (SAWEM).

11	 Project costs for large-scale projects are assumed to be R10/W for solar PV 	
	 and R17/W for wind projects.

12	 Scope 2 emissions refer to indirect emissions through accessing energy 	
	 sources, such as electricity.

13	 Project costs are assumed to be R12.5/W for BTM solar PV and R7.5/Wh  
	 for BESS.
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Investment opportunities

3.1 	  Large-scale RE

In the context of this MIR, large-scale RE refers to generation systems larger than 1 MW procured privately, through 
wheeling, or through public procurement mechanisms such as REIPPPP, selling electricity directly Eskom. Grid constraints 
in the Western Cape have forced developers to compete for the limited available sub-stations. In spite of these constraints, 
there still remains opportunity to develop/build new large-scale RE projects in the short-, medium- and long-term. These 
are enabled by various mechanisms, highlighted in Figure 3.

Figure 3: Grid relief opportunity timeline

3.1.1
Grid availability through project cancellations

In 2023, Eskom published the revised results of the projected 
2025 GCCA, which was also updated in 2024 (Eskom 2025). 
The results indicate that there is no connection capacity 
available14 for RE in the Western Cape (Eskom 2023).  
Investment opportunities have since been limited to 
competing for newly released capacity as a result of project 
cancellations. Eskom implements a ‘first-ready, first-served’ 
approach to grid access, requiring project developers to 
demonstrate construction readiness before being allocated 
grid capacity.

Since the last iteration of the GCCA in 2024, four of the 
nine REIPPPP BW5 projects in the Western Cape have 
been cancelled by the IPPO as they were unable to reach  
financial close. 

A total 560 MW of wind projects were cancelled, as well 
as 320 MW of gas projects that were allocated under the 
RMIPPPP. The grid allocations from the cancelled wind 
projects are assumed to have been reallocated to new 
developments under the IGCAR, GreenCape found projects 
of similar scale and locations as the cancelled projects 
starting construction. The RMIPPPP grid space is assumed to 
be held separately, strictly for dispatchable energy sources, 
as this was the criteria for RMIPPPP. These considerations 
reinforce GreenCape’s assumptions that all grid capacity 
made available through project cancellations has already 
been taken up through developments that has now started 
construction, limiting the investible opportunity in the  
short term.

14	 Limited capacity exists closer to load centres at lower transformer levels; however, constraints with the transmission network upstream of the Western Cape limits 	
	 new generation capacity.

3.1.2
Curtailment and grid strengthening projects

Curtailment is a fundamental function of the transmission 
system operator, used to balance supply and demand on the 
energy network by scaling the generators’ export capacity 
up and down to respond to system demand changes. 
Congestion curtailment of RE, which was proposed by 
Eskom in an application to NERSA dated 24 May 2024, 
refers to the scaling down of RE generation due to system 
limitations (as opposed to energy demand) caused by 
transmission lines having insufficient capacity to evacuate 
energy to the load sources in the north of the country.

NERSA stated the following in their reasons for decision (to 
grant NTCSA permission to use the curtailment mechanism) 
(NTCSA 2025b: Page 12):

By taking advantage of the intermittent nature  
of RES,15 more resources can connect to the grid 
without surpassing its capacity for the majority of the 
time. Only on rare occasions will the total output exceed 
the grid’s capacity. In such cases, the SO12 will reduce 
some production to maintain the balance.

According to industry leaders, this high coincidence16 level 
and congestion only occurs for about 150 – 200 hours 
per year, meaning for most of the time the grid has extra 
capacity available for generation evacuation.

Eskom initially proposed a 10% curtailment, enabling a 
potential of 2.68 GW of new connections in the Western 
Cape. However, following a review, NERSA approved 
a maximum of 4% congestion curtailment in June 2025, 
valid from 1 April 2025 to 31 March 2028. 
The approved 4% is in line with an 
international benchmark of 1% to 4%. 

This aligns with MYPD6 costs allocated to curtailment, and 
the NTCSA indicated that the most optimal transmission 
capacity benefit is achieved within the first 5% curtailment 
levels (NTCSA 2025b). According to NTCSA (2025a), the 
congestion curtailment of 4% could unlock 1 180 MW 
of new wind generation connection in the Western Cape 
by 2028.

According to NTCSA, there are 240 MW of solar PV and 
676 MW of wind projects with active BQs that await 
integration through transformer and substation upgrades 
expected to be concluded before 2028 (NTCSA 2025a). 
These projects are included in the investment opportunity 
highlighted in this MIR, since they are at a late stage of 
development with grid connections already allocated or 
planned for, pending grid upgrades.

At the end of the three-year approved curtailment period, 
NERSA will review and adapt the regulation to reflect the 
necessary levels of curtailment and progress of transmission 
strengthening projects. These projects are anticipated to 
unlock more firm capacity and enable greater connection 
within the region. The exact figure is yet to be established 
but should become clearer with the publication of the next 
GCCA iteration, anticipated for release in early 2026. It is, 
however, suggested that these upgrades will unlock more 
capacity than the curtailment framework allows, as these 
upgrades are intended to be future focussed rather than 
just meeting the status quo.

15	 RES refers to renewable energy systems; SO refers to the transmission 	
	 systems operator.

16	 Coincidence refers to the condition when high levels of RE are producing 	
	 energy simultaneously in similar areas.

CURRENT OPPORTUNITY 2026 EMERGING OPPORTUNITY 2026-28 FUTURE OPPORTUNITY  
2028 ONWARDS

Limited opportunity 
for investment in 

large-scale wind and 
solar PV. Projects only 
able to connect under 
interim grid capacity 

allocation rules (IGCAR) 
reallocation rules, if 
other projects fail to 

meet deadlines.

Curtailment will enable 
1 180 MW of large-scale 
wind projects to connect 
to the constrained grid.

Grid upgrades unlocking 
926 MW of solar PV and 
wind projects currently 

in BQ phase.

Major transmission system 
upgrades scheduled to come 

online from 2028 onwards, 
relieving congestion in 
the region and opening 
up opportunity for new 

project developments to 
feed wheeling, SAWEM and 
potential hydrogen projects 

in the region.
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Investment opportunities

3.2 	  BTM installation of solar PV and BESS

In the BTM solar PV and BESS market, there are investment 
opportunities in project development, installation, and 
asset management focussed on businesses. The market 
was initially driven entirely by loadshedding17 mitigation, 
that led households and businesses to take their 
energy security into their own hands and install energy  
systems BTM.

Improvements in generation capacity and low demand 
in 2024 and 2025 has reduced the prevalence of 
loadshedding, significantly reducing demand for residential 
installations, resulting in consolidation of installers in this 
market, and a shift towards larger market segments. 
Therefore, the small-scale sector is not seen as an attractive 
investment opportunity for new entrants.

Commercial entities, especially large energy users, 
continue to invest in BTM generation and storage solutions. 
This market is largely driven by corporate decarbonisation 
pressures paired with attractive financial returns. Typically, 
projects have been financed through debt or institutional 
balance sheets. However, as installations are being 
viewed as less risky investments with attractive returns, 
service providers are increasingly able to front these costs, 
enabling wider customer reach through PPAs.18 This is an 
emerging trend in the developer space, which enables 
customers to benefit from reduced energy costs without 
disrupting operational financing. Estimates for the cost of 
projects using various financing mechanisms are shown in 
Table 3 and Table 4.

17	 Loadshedding is the practice of reducing load to match generation output by switching off electricity supply to customers in the form of planned outages.

18	 PPAs allow developers or third-party investors to fund, install, and operate the embedded generation system while the site owner purchases the generated 		
	 electricity at agreed rates. This model reduces upfront costs and transfers performance and operational risks to the provider. The drawback is a long-term 		
	 contractual commitment, and potentially higher overall costs compared to outright ownership.

19	 This will depend on the specific type of the project, ground mount vs rooftop, medium voltage (MV) vs low volatge (LV), and the NRS 097-2-1  
	 category B requirements.

Table 3: Benchmarks for BTM solar PV in 2025/26

PROCUREMENT OPTION <100 KWP 100 KWP-500KWP 500 KWP-1 MWP >1 MWP

Outright purchase R/Wp 
installed capacity.

R13.50 – R15.50 R12.00 – R13.50 R10.00 – R12.00 R9.00 – R13.5019

Debt finance. Risk adjusted interest rate (margin plus prime).

PPA  
(no upfront cost to customers).

A negotiated rate providing energy cost savings and greater price stability, typically below Eskom or 
municipal rates. The PPA tariff typically has an annual escalation rate linked to inflation, and a duration 
ranging from 10 – 20 years.

GreenCape’s Green Finance Desk has compiled and continues to maintain a database of funding sources  
and incentives that could be relevant  to companies operating in the green space: https://greencape.co.za/
archives/green-finance-databases/

Table 4: Cost of BTM BESS

TECHNOLOGY INVESTMENT COST [/KILOWATT 
HOUR (KWH) CAPACITY]

LEVELISED COST OF STORAGE 
[/KWH UNITS]

Li-ion batteries. R4 000 – R7 000 R3.50 – R6.50

Growth in the BTM market is increasingly limited by high compliance costs associated with projects above 
1 MW. System capacities of 1 MW or above have to comply with additional requirements from Eskom and 
some municipalities, which inflate capital expenditures by up to R4 million (~40% of project costs), undermining 
project financial viability and expected returns. Consequently, developers are often incentivised to keep 
projects under 1 MW.

3.2.1
Sectoral demand

Through the growth of the BTM market, trends have 
emerged related to the demands of the different sectors. 
The largest demand sectors for BTM solar PV installations 
in the Western Cape, and their respective needs are 
highlighted below:

•	Agricultural producers have broad energy needs that 
require service providers to consider their energy system 
holistically with a focus on increased grid independence. 
Services include connection consolidation to reduce 
connection costs, energy security through BESS or fuel-
based generators paired with solar PV, energy efficiency, 
and improved local grid management systems.

•	Real estate investment trusts (REITs) are mostly focused 
on solar PV installation at shopping malls. These spaces 
utilise their large area coverage of roof and parking spaces 
for solar PV. Furthermore, many sites source electricity 
from Eskom or a municipality at bulk tariffs and sell 
electricity to their tenants at a profit, with the solar PV 
systems reducing REITs electricity expenses and providing 
an opportunity for tenants to purchase the renewable 
energy certificates (RECs ).

•	 Industrial users mostly compose of manufacturers, 
for whom uptake of solar PV is largely driven by 
financial savings and the need for carbon emission 
reduction. Increasingly, they show a demand for PPAs 
to access the benefits of solar PV without the capital  
expenditure requirements.

In most cases, BESS forms part of a larger service offering 
that includes solar PV. GreenCape estimates 15% of solar 
PV projects installed for businesses in the Western Cape 
incorporate BESS, and for every 6 MW of solar PV there is 
1 MWh of BESS installed. Most BESS installations occurred 
during the peak loadshedding periods of 2022 and 2023. 
Li-ion batteries are typically utilised for these installations 
due to their high efficiency, power density and long lifespan.

RECs exist in South Africa as a way to certify 
and track the environmental benefits of 
RE generation, but the trading and market 
mechanisms for RECs remain underdeveloped. 
While one REC certifies that one megawatt-hour 
(MWh) of electricity has been generated from 
a renewable source, the domestic market lacks 
the regulatory framework and market liquidity to 
support large-scale trading of these certificates. 
The local REC market primarily caters to voluntary 
corporate buyers who want to demonstrate their 
commitment to sustainability, rather than acting 
as a financial mechanism to incentivise further 
renewable deployment.
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Investment opportunities

3.3 	  Market enablers

These investment opportunities are driven by a demand for lower cost energy solutions, decarbonisation pressures on 
businesses, and energy security. However, large-scale RE and Eskom connected BTM solar PV and BESS are hindered by 
the grid capacity constraints on the Eskom network. Once these grid constraints are relieved, further market growth is 
expected to be unlocked.

3.3.1
Electricity price stability and affordability of RE solutions

Eskom’s electricity tariffs are subject to above inflation 
annual increases, driven by rising operational expenses, 
infrastructure upgrades, maintenance requirements and 
debt recovery efforts. In 2025, NERSA approved a tariff 
increase of 12.74% for Eskom customers while inflation 
was 3.2% for 2025, continuing the trend of above-inflation20 
electricity price increases observed since 2008, shown 
Figure 4. It is unlikely that tariff will continue to escalate by 
double digits annually, future escalations are projected to 
approach inflationary levels and changes in tariff structures 
will reduce day time electricity prices to accommodate more 
solar PV onto the grid.

Additionally, RE technology costs have decreased globally, 
compounding the business case for RE. These cost trends 
have led to increased uptake of RE solutions, both BTM 
and large scale, including through PPAs. PPAs have been 
able to deliver electricity prices lower than Eskom and  
municipal tariffs.

20	 Based on the consumer price index (CPI).

21	 South Africa has a carbon tax, instituted in 2019, with ascending  
	 emissions costs and accountabilities. The tax is limited to  
	 Scope 1 emissions, which is therefore only a concern for direct carbon 	
	 emitters in the region. Where possible, companies are looking to relieve 	
	 coal dependency and implement RE solutions.

Figure 4: Eskom tariff increases normalised in relation to Consumer Price Index (CPI)
Source: Eskom and Statistics SA
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3.3.2
Decarbonisation pressure on businesses

South Africa’s economy is reliant on carbon intensive energy 
sources, with over 82% of electricity generation (kWh) 
coming from fossil fuel sources annually. Energy-intensive 
businesses are thus actively seeking to procure RE to 
reduce their Scope 2 emissions. Failure to decarbonise their 
activities will reduce export access to certain international 
markets that have strong decarbonisation regulations, and 
will lead to increased energy costs.

A key emissions reduction pressure is the European Union’s 
(EU) Carbon Border Adjustment Mechanism (CBAM). 
It imposes duties on carbon-intensive imports, initially 
covering the product categories of cement, iron and steel, 
aluminium, fertilisers, electricity, and hydrogen. CBAM poses 
a long-term concern, but businesses in the Western Cape 
have indicated that the European Corporate Sustainability 
Reporting Directive (CSRD) is a more immediate challenge.

CSRD requires companies above a certain size, including 
qualifying EU subsidiaries of non-EU companies, to 
disclose their environmental and social impacts and how 
their environmental, social, and governance (ESG) actions 
affect their business. Although CSRD is not implemented 
on South African businesses, many businesses form part 
of the supply chain of European companies which are pre-
emptively requesting information on carbon emissions, 
setting targets and adjusting their supply chains to lower 
carbon emission markets.

South Africa also has ESG reporting best practice guidelines 
for companies listed on the Johannesburg Stock Exchange 
through the King V (2025) code, an updated to King IV code, 
coming into effect on 1 January 2026. The code is a voluntary 
framework for corporate governance that require companies 
to demonstrate the implementation of the philosophies of the 
code, including sustainability disclosures. This transparency, 
combined with heightened scrutiny from investors and 
international partners, is pushing local companies to 
demonstrate their commitment to ESG principles by 
pursuing RE procurement amongst other decarbonisation 
tools. Additional pressure is expected to develop through 
the Climate Change Act (2024), which commenced in 
March 2025, which creates a regulatory framework for a  
low-carbon, climate-resilient economy by establishing 
sectoral emissions targets, mandating greenhouse gas 
reporting and climate risk disclosures, while promoting a 
just transition. 

The Climate Change Act, paired with the Carbon Tax Act 
(2019)21 published by National Treasury (2024) signals 
a significant shift in South Africa’s climate policy, which 
companies need to prepare for by adjusting operations and 
investing in sustainable practices.

Collectively, these pressures are driving businesses to 
reduce their reliance on electricity sourced from coal power 
though direct BTM solutions or wheeling.

3.3.3
Energy security

A reliance on the national grid to meet energy needs has 
historically led to significant disruptions for local businesses, 
caused by loadshedding and grid failures. RE projects 
allow companies to generate their own power and, when 
paired with backup technology, reduce their dependence 
on an unstable grid, whilst simultaneously improving the 
quality of the power supply. In the broader context, the 
build-out of large-scale RE systems has contributed to 
the reduction in loadshedding through added generation 
capacity. These systems also help stabilise voltage and 
frequency, minimising the risk of power quality problems 
that could damage equipment or disrupt operations. Li-ion 
BESS have become the preferred technology for backup 
power for many businesses due to their long life spans and  
efficient operation.

The future of loadshedding and its impact on the market 
remains uncertain. Eskom continues to rely on its ageing 
coal power fleet. The combined effects of Eskom’s 
improving performance, the connection of new generation 
capacity to the grid, and a decrease in overall grid demand 
will determine whether loadshedding persists in the  
coming years.
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Investment opportunities

3.4 	  Western Cape RE market risk and mitigating  
				    opportunity matrix
In summary, the Western Cape RE market presents a dynamic balance of risks and mitigating opportunities across short-, 
medium-, and long-term horizons, as is summarised in Table 5. A mitigating opportunity refers to an opportunity that 
arises as a solution to a risk area.

Table 5: Western Cape RE market risk and opportunity matrix

RISK AREA DESCRIPTION MITIGATING  
OPPORTUNITY TIMEFRAME

Slowing residential solar  
PV market.

Reduced loadshedding  
lowered demand.

Demand from businesses 
remains strong, driven by tariff 
escalation, resilience needs and 
decarbonisation.

Short-term (2025-2026).

REIPPPP project cancellations. 560 MW of BW5 wind and 320 
MW RMIPPPP projects cancelled 
due to financial close challenges.

Cancelled capacity reallocated 
under IGCAR, enabling new 
private-sector projects.

Short-term.

Severe grid congestion. No firm grid capacity available in 
the Western Cape.

NERSA’s 4% congestion 
curtailment unlocks ~1 180 
MW new wind capacity. Grid 
upgrades enabling connection 
of 926 MW of wind and solar PV 
projects in BQ stage.

Short to medium-term  
(2025–2028).

High compliance costs for 1–20 
MW systems.

Compliance can inflate costs by 
up to 40% for projects above 
1 MW, discouraging large  
BTM projects.

Ongoing industry engagements 
to adjust requirements for BTM 
projects in order to reduce  
grid costs.

Medium-term.

Low municipal  
wheeling readiness.

Municipal distributors lack 
frameworks/systems, limiting 
wheeling to Eskom grid.

Virtual wheeling pilots and 
emerging municipal reforms 
expected to open new markets.

Medium-term.

Upstream grid upgrade 
requirements.

BTM systems often require 
Eskom-driven upstream 
upgrades, delaying or 
downsizing projects.

Transmission expansions  
(Cape Corridor 2028–2031)  
will reduce constraints.

Medium to long-term  
(2028–2031).

Underdeveloped REC market. SA lacks liquidity, regulation,  
and incentives for REC trading.

Corporate decarbonisation 
drives new voluntary  
REC demand.

Medium to long-term.

Market structure uncertainty. SAWEM rollout is phased with 
initial trading limited to Eskom 
internal platform.

SAWEM will create competitive 
pricing and new routes to market 
for IPPs.

Long-term (post 2030).

3.5 	  Other emerging opportunities

3.5.1
Battery arbitrage and peak shaving  

Battery arbitrage refers to the idea of purchasing energy and 
storing it while tariffs are at their lowest and then feeding 
back into the grid with the feed-in-tariffs are at their highest, 
making use of price differentials to generate revenue. As 
the cost of storage continues to decrease, and the price 
differences in time-of-use tariffs increase, an opportunity 
to shift peak demand and leverage tariff differences 
through arbitrage will start to emerge. Successful projects 
will require careful modelling of local tariff structures and 
demand profiles to determine the regional feasibility of 
these mechanisms.

3.5.2
Participation in the SAWEM

A major shift in the market is taking place as the process of 
unbundling Eskom continues and the country prepares for 
the beginning of SAWEM. SAWEM is intended to create 
competitive electricity prices by stimulating further private 
sector investments into the electricity sector. The first 
implementation step is expected to occur in 2026, however, 
this will focus on internal trading within Eskom, before 
further rollout. SAWEM will enable private developers to 
sell electricity directly into the market rather than relying on 
long-term PPAs to develop projects. Another opportunity 
that will continue to grow under the SAWEM is the role of 
traders and aggregators as they will more readily be able 
to pool generation sources for customer loads and seek 
the best prices.

3.5.3
Green hydrogen and green  
product developments

Green hydrogen remains a long-term opportunity that 
could stimulate large RE demand. The Western Cape Green 
Hydrogen Strategy and Roadmap was published in June 
2025, signalling provincial government’s intent to capitalise 
on the opportunity. While interest has been expressed by 
the private sector, with pilot projects and feasibility studies 
underway, commercial projects have not materialised in 
the Western Cape by December 2025. The key bottleneck 
to project implementation is the lack of signed off-taker 
agreements, due to the cost of hydrogen and hydrogen 
derivatives as energy carriers, largely attributed to the 
high cost of the technology. There is potential, however 
it requires a continued decrease in costs, including energy 
and electrolyser costs.

The energy sector in South Africa has a rapidly changing policy and regulatory environment that causes fundamental shifts 
in how the electricity network operates. New opportunities are starting to appear within the energy space, which should 
be monitored for the longer-term investment opportunities or, for investors interested in higher risk, early market entry 
opportunities. Support to investors seeking opportunity in the province is provided by the WCG and WESGRO with the aim 
of realising the provincial decarbonisation and growth plans. Some of the longer-term opportunities are outlined below.
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https://greencape.co.za/library/maximising-the-value-of-battery-energy-storage-systems/
https://www.wesgro.co.za/uploads/files/Western-Cape-Green-Hydrogen-Strategy-Road-Map.pdf
https://www.wesgro.co.za/uploads/files/Western-Cape-Green-Hydrogen-Strategy-Road-Map.pdf
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