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Project fact sheet on €150-million loan to Eskom for the 

enhancement of the distribution grid in 3 provinces 
 

Today in South Africa, the rate of access to electricity stands at about 85%, which means 

that more than 3 million households do not yet have access to electricity. The government 

has the objective of attaining universal access to electricity by 2025. Therefore the 

government has developed a program called INEP (Integrated National Electricity Program) 

that intends to fund the electrification of remote villages, either by connection to the grid or by 

individual solar equipment for most isolated populations. Towards 2025, 90% of the new 

connections will be grid-tied, and only the remaining 10% will be off-grid solutions. These 

objectives require between 220 000 and 380 000 new connections yearly. 

To support the government in reaching these objectives, Eskom is required to undertake 

massive investments in its distribution grid so that it can cope with the increased number of 

customers, estimated at more than EUR 2 billion (ZAR 30,6 billion) for the period 2013-2018. 

This is why AFD has decided to support Eskom investments in its distribution network. This 

program aims at (i) augmenting/supporting the national policy on electricity access 

improvement, (ii) improving performance of distribution network in rural areas, (iii) supporting 

the integration of renewable energy at the distribution level. This program targets specifically 

three provinces which have the lowest electrification, namely Eastern Cape, Limpopo and 

KwaZulu-Natal. These provinces have respectively 25%, 12.7% and 22.1% of households 

without access to electricity. Overall, they represent more than half of the deficit of electricity 

access at the national level.  

The program will finance investments for reinforcing, modernizing and improving reliability of 

distribution networks. In addition, the program will finance network reinforcements which are 

required for the integration of renewable energy plants.  

AFD will intervene through a loan of €150 million (R2.3 billion) to Eskom, which will have 

government support, and through a grant named FEXTE of €450 000 (R6.8 million) funding a 

partnership between Eskom and AFD (see document attached for more information on the 

partnership).  

The loan is adapted to the needs of Eskom. With a long maturity and a low interest rate, the 

loan is appropriate for a program which offers low profitability.  

It represents the third loan made available by AFD to Eskom: 

 AFD provided a €100 million (R1.5 billion) loan for the co-financing of Sere, a 100 

MW wind farm in the Western Cape Province which is the first renewable energy 

plant developed and operated by Eskom. Sere has been operational for a year and it 



             

is estimated that it will contribute to reducing CO2 emission by 6 million tons over the 

next 20 years. 

 

 Besides AFD contributed to the co-funding of Eskom’s first CSP (Concentrated Solar 

Power Plant) project. The €100 million (R1.5 billion) loan will finance the construction 

of a 100 MW CSP plant in the Northern Cape Province, which is currently under 

procurement. 

 

As the country is highly dependent on coal for the production of electricity, AFD has 

supported Eskom in developing its renewable generation capacities. Yet, social integration is 

also at the core of AFD mandate in South Africa. Hence, this program will extend access to a 

basic service in rural areas and will improve the performances of the services and zones 

historically disadvantaged. The poverty and the lack of resources of these areas resulted in a 

crucial lack of infrastructures. Among other basic services, access to electricity is a right 

recognized by the South African Constitution. Eskom investment program for these three 

provinces will contribute to reducing regional inequalities inherited from apartheid that are still 

present today.  

Therefore, in order to better assess the impact of this project, AFD will monitor the number of 

households that will gain access to electricity and the number of households whose 

electricity service quality will improve. Besides, by increasing the distribution network 

capacity and reducing the frequency and duration of power cuts related to network failure, 

the energy available for economic activities will increase. Outside of the distribution network 

covered by municipalities, 32% of the demand comes from industries, services and 

agricultural activities. These economic stakeholders which hire number of employees will 

directly benefit from the increase of electricity available.  

AFD is pleased to reiterate its support to Eskom through this new program and looks forward 

to seeing the success that will be achieved by this program.  

 


