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SUMMARY NOTE

DRAFT LICENSING AND REGISTRATION NOTICE ("the Notice")

The purpose of the Notice is to exempt various categories of generation facilities and electricity
resellers from the requirement to hold a licence under the Electricity Regulation Act, 2006
("ERA"), and to require these activities to rather be registered with the National Energy
Regulator ("NERSA"). It does so by amending the existing Schedule 2 to ERA so as to exempt
these activities and, in the second paragraph of its introduction, requiring these activities to be
registered.

Generally speaking, the Notice exempts five categories of generation facilities from the licensing
requirement, in certain circumstances: embedded generation where no wheeling takes place
(clause 1.1), facilities that wheel through the grid (clause 1.2 of the Annex), off-grid generation
(clause 1.3 of the Annex), facilities used for demonstration purposes (clause 1.4 of the Annex),

and back-up generation (clause 1.5 of the Annex).

Importantly, the first three categories of generation facilities are only exempt from the licensing
requirement if their installed capacity is no more than 1MW. In the case of the first two
categories, a facility will also only be eligible for exemption if the Minister of Energy ("the
Minister") has not published a notice in the Gazette stating that the amount of megawatts (MW)
allocated in the integrated resource plan ("IRP") for embedded generation of this nature has

been reached.

The intention is that the IRP will specify an allocation for embedded generation facilities of up to
10MW in installed capacity. This provision in the IRP is intended to facilitate the licensing or
registration of these facilities and do away with the need for the Minister on a case by case
basis to grant approval for deviations from the IRP in terms of section 10(2)(g) of ERA for the

relevant facilities. The result is, generally, as follows:

e qualifying generation facilities with a capacity of no more than 1MW will not require a

licence but will rather be subject to registration with NERSA as per the Notice;

e qualifying generation facilities with a capacity of between 1MW and 10 MW will require a
licence but no ministerial approval for deviation from the IRP will be required, provided

that the IRP allocation for this category of facilities has not been used up; and

e generation facilities with a capacity of more than 10MW will require a ministerial
approval for the deviation from the IRP for a licence to be issued by NERSA.

The sale of electricity by resellers (who purchase electricity from distribution licensees and on-
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sell to consumers) is also exempt in specified circumstances. The requirements for this
exemption are: the tariff charged by the reseller does not exceed the tariff that would have
applied if the consumers had purchased the electricity from the relevant distributor; and an
appropriate agreement is in place with the licensed distributor.
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