
In the midst of the 
Covid-miserable 
winter of 2020, came a 
small spark of 
welcome good news …

On 7 July, mineral resources and 
energy minister Gwede Mantashe 
issued a “ministerial determination” 
which resuscitated long-stalled plans 
to involve the private sector in 
plugging the hole in Eskom’s supply. 

He was finally going 
to DO SOMETHING 
about load shedding.

Solemn and impenetrable as 
the minister’s statement was, it 
appeared to mean one thing:

Cellphone 
version. Hold 

sideways



It takes effort to recall this, but for 
many years Eskom was a source of 
national pride rather than shame. 
Eskom produced the cheapest and 
most reliable electricity in Africa: 
95% of South Africa’s electricity, and 
45% of the continent’s.
As far back as two decades ago 
though, experts were already 
warning than unless drastic steps 
were taken to widen Eskom’s energy 

mix, the national electricity utility, 
heavily reliant upon filthy and 
depleting supplies of coal, would fail 
to meet future energy demands.
Years passed, the government 
vacillated and opportunities were 
squandered. 

The first case of what came to 
be known as ‘load-shedding’ 
took the public by surprise in 
November 2007. 

Putting energy in context

Why did the
government
take so long
to act
decisively on
the electricity 
crisis?

There is a significant coal 
lobby, from the mining 
companies to the trade 
unions to the trucking 
companies which deliver 
the coal. And they are 
influential. 
As the public policy expert 
Professor Anthony Butler 
put it in Business Day: 

Mantashe himself is an ex-
miner and an ex-mine union 
leader. 
That helps explain why his 
old mine union comrade, 
Cyril Ramaphosa, gave him 
the minerals and energy 
portfolio. 
It was on Mantashe’s watch 
as ANC secretary general 
that the party’s investment 
arm was linked to 
questionable contracts at 
the controversial coal-
driven Medupi and Kusile 
power stations – and that 
predated the Zuma 
presidency.

“The Eskom coal supply chain, and the 
associated trucking industry, offers a roll-call of 
influential ANC donors. Many of these 
entrepreneurs are at the centre of the historic 
process of building a significant black business 
class in SA.”

A single megawatt is 
equivalent to the power 
generated by ten motor 

cars

A two megawatt turbine 
can power 400 homes

Coal supplies the country 
with 40 000 megawatts

The Koeberg nuclear 
power station supplies 
about 1 860 megawatts

How big is the hole in 
the Eskom supply?
Eskom’s energy deficit, the cause of 
the constant load shedding, has been 
estimated at between 5 000 and  
6 000 megawatts. 
That shortfall is plugged – rather 
inadequately - by what are known as 
“peaking plants” which are switched 
on when the load on the grid ‘peaks’. 
These plants run on expensive and 
polluting diesel. Eskom would like to 
find a cheaper and more efficient 
solution.



At midnight on 23 August 2020, Mantashe’s 
department put out a call for proposals  
under the unwieldy name of Risk Mitigation 
IPP Procurement Programme. This has since 
been shortened in popular usage to RMI4P. 

It called upon the private sector to offer 
concrete plans to supply up to 2 000 
megawatts of emergency back-up 
power to supplement the Eskom grid 
during peak periods.

Mantashe’s project begins

To underline the urgency of the situation, the 
bidding process would be rolled out at speed. 
Despite the complexity of the demands, 
bidders had just a few months to make plans. 
• There would be a conference to brief the 

bidders in the first week of September. 
• On 30 October, initial draft bids would have 

to be submitted, followed by final 
submissions on 24 November. 
• The winning bids would be announced 

on 15 December 2020.
• They must be up and running by 

the second half of 2022.
Some of the bid criteria were …

Mantashe’s project begins

The plant must 
begin delivering 
electricity to the 
grid within five 
minutes of being 
‘triggered’ and 
reach capacity 
within 15 minutes 
off a ‘cold’ start.

It must be available at 
any time from 5.00am 
to 9.30pm.

It must be available 
to supply electricity 
up to 800 times per 
year.

The minimum 
required would be 
50mwh; the 
maximum awarded 
any one project 
would be 450mwh.

Solutions should 
support the 
government’s 
economic 
transformation 
objectives, encourage 
opportunities for 
black industrialists, 
and the production of 
local content.

There should 
be a 
minimum of 
40% local 
content.

The solution should be in line with 
the government’s commitment to 
reducing carbon emissions and 
encouraging clean energy.



How the bid process played out

Enthusiasm was high. Some 960 delegates 
registered for the briefing conference on 25 
September, among them representatives of foreign 
companies, Eskom officials, energy consultants, 
lawyers and journalists. 
The briefing outlined a rigorous multi-stage 
qualification process, including proof of funding, 
legitimate rights to property, local manufacturing 
and jobs, and environmental assessments. 

Most of the companies which attended 
would fall by the wayside.

How the bid process played out

Soon the hurried deadlines slipped. 
The date for the submission of draft bids was 
suddenly extended for a month from 30 October 
to 30 November. 
At the request of some bidders, exemptions were 
granted from certain key requirements. The date for 
final submission was shifted to 22 December. 

Those who submitted final bids also had to put 
up bonds of R150 000 per megawatt.

Critics begin to 
ask questions

Meanwhile, energy experts 
began expressing concerns 
about the design of the 
tender. 
In October, consultant 
Clyde Malllinson, who 
attended the September 
briefing, wrote to the 
energy department 
warning that:

§ The rules treating each project as separate 
“islands” were heavily skewed in favour of gas-
to-power solutions and would result in 
extremely costly bids.

§ The standalone architecture made it 
impossible for projects to tap into the existing 
grid to help reduce production costs. 

§ The result would lock in “dirty and expensive 
energy for the next 20 years”.

§ Since Eskom had estimated its own energy 
deficit to be 5 000 megawatts, it made no 
sense to only procure 2 000 megawatts.

Mallinson said that a far cheaper design 
would be a holistic “system” which deployed 
all the country’s existing electricity assets. 

His recommendations were ignored.



On 18 March 2021, three months late, the 
minister presented the winners. 
Of the 28 companies which had stayed in the 
process to the end, eight were favoured as 
‘preferential bidders’. 
In practice, though, only five companies were 
involved, some winning more than one 
contract. 

Two months later, another company 
with three small contracts, was added.

The winners are announced

The preferred bidders, with 
the amounts they were 
contracted to deliver, were:

Project Megawatts 
contracted

ACWA Power Project DAO 150

Karpowership SA Coega 450

Karpowership SA Richards Bay 450

Mulilo Total Hydra Storage 75

Oya Energy Hybrid Facility 128

Karpowership SA Saldanha 320

Umoyilanga Energy 75

Mulilo Total Coega 197.76

Scatec Kenhardt 2 50

Scatec Kenhardt 1 50

Scatec Kenhardt 3 50

Three more 
bidders were 

added two 
months later

Observers 
quickly 
noted some 
oddities 
A Turkish power 
company, 
Karpowership, 
hitherto little 
known in South 
Africa, was by 
far the overall 
winner…



Mantashe’s claims were disputed 

It was unclear 
how R45-billion 
would be 
injected into 
the economy. 

Some analysed the 
job creation figures 
and concluded that 
only 677 permanent 
jobs would be created 
over 20 years.

Almost half the 
ownership was 
foreign. 

The process was 
intended to address 
an immediate crisis. 
Why did the 
government insist on 
a 20-year contract?

Objections have taken 
two forms …

1. The design of the tender was irrational, 
ruling out sensible solutions and failing to 
meet the government’s own stated targets. 
The proposed solution would in the long 
run damage the environment and burden 
the country with excessive costs.

2. Court papers have been filed alleging 
corruption and claiming that the tender 
process was skewed in favour of the 
preferred bidders. 

.Despite government denials, 
reports by amaBhungane have 
raised further questions

Too many years. The contract was intended to 
address an immediate crisis, but the government 
insisted upon a 20-year contract – renewable if 
necessary to 30 years. 
Critics pointed out that long before the 20 years are 
up, green energy solutions such as solar are likely to 
have overcome technical obstacles and become 
much cheaper. 
Fuel prices on the international market will 
fluctuate in unpredictable ways over the years, 
resulting in potentially higher costs than 
anticipated.

1) An ‘irrational design’

Some reasons 
why the 
project made 
no sense in 
terms of the 
government’s 
own stated 
objectives:

Local content. The government 
insisted upon 40% local content, 
which it said was “eminently 
achievable”, but was high enough 
to deter many bidders.
And then, right before the 
deadline, the rules were changed -
and the 40% local content bar was 
effectively abandoned. 

Too late, though, for bidders who 
had already decided to walk away.
Those bidders who were able to 
meet the initial target were then 
disappointed: when the bids were 
scored, local content only counted 
for 2.5%, meaning that there was 
little reward for choosing to buy 
local.



Green fields. Existing sources of 
supply to Eskom were ruled out, 
and only new plants were eligible. 
The reason, said the government, 
was to encourage new industries 
and the latest technologies. 
Bidders could not upgrade existing 
projects to churn out more power 
but had to build entirely new 

capacity on empty land. 
Some potential bidders proposed 
that diesel plants used by Eskom 
could double their power far more 
cheaply by simply changing the 
turbines. This approach was 
rejected.

Obstacles for renewables.
Diesel was the kind of high-
polluting, non-sustainable 
energy source that the 
government aimed to 
discourage. 
But the government couldn’t 
make up its mind if diesel 
would be permitted as back-up 
fuel. 
Bidders were told diesel would 
be allowed, then disallowed, 
then allowed again … confusing 
many and potentially 
eliminating some.

Dispatchability. It was an essential 
part of the brief that the emergency 
power be available within five 
minutes of being ‘triggered’. 
This was easy enough for fuel-based 
solutions, but not for renewables, 
which had to be massively over-
specified to compete. 
Bidders asked for a small relaxation in 
these requirements, which would 
have significantly brought down costs. 
This was refused.

Critics have claimed that the 
bidding process favoured the 
technology options proposed by 
a consortium led by the Turkish 
company Karpowership. 

But this is the 
nub of the 
controversy. 
What is it all 
about?

The 
government has 
strenuously 
denied this.

What is Karpowership?
Karpowership SA is 49% owned by BEE company, Powergroup SA, 
and 51% by Karadeniz Holdings in Malta. 
Karadeniz is a subsidiary of Karpowership International 
in the Netherlands, ultimately owned by 
Turkey's Karadeniz family.

Spotting an opportunity 
during the Iraq war, 
Karadeniz moved into the 
powership business. 



Powerships are floating power 
stations , some as long as three 
football fields, equipped with 
banks of turbines. 
They can sail anywhere in the 
world, berth off-shore and connect 
to the local power grid by running 

cables on to the shore. This makes 
them an ideal source of emergency 
backup power in crisis situations. 
The newer Powerships burn liquid 
natural gas; the older ones burnt 
diesel or heavy fuel oil.

A powership sails under its own
power. A power barge is much 
larger, but must be towed.

Karpowership tends to operate in 
high-risk countries which face war 
situations or where infrastructure 
and financial resources are strapped. 
Perhaps as a result, the company has 
been accused of unorthodox business 
methods. 
In Pakistan, where a seven 
year international legal 
battle erupted over the scrapping of 

Karpowership’s contract, politically 
connected middlemen are alleged to 
have received over $5-million to 
clinch the deal.
In Lebanon, similar allegations led to 
a standoff after two ships were 
impounded as surety for a potential 
$25-million fine. In response, 
Karpowership cut off power supplies 
for a month.

Operations in rough neighbourhoods

Senegal
The Gambia
Guinea Bissau
Guinea
Sierra Leone

Liberia    Ghana

Zambia

Mozambique

Pakistan

Iraq

Lebanon

Sudan

Indonesia

Where Karpowership operates

Potential 
new clients
South Africa
Cuba
Haiti

Former clients

Current clients

Six years in South Africa

This year, Karpowership’s
luck turned …

Although little-known in South 
Africa until this year, Karpowership
had already established a tentative 
presence here as early as 2015. 
They identified potential local 
partners in 2018, but only recently 
formalised a 51-49 relationship 
with

empowerment consortium 
Powergroup SA. 
Over the years, Karpowership has 
several times pitched its 
powerships as a solution to load 
shedding, both to Eskom and the 
minerals and energy department, 
but with no success. 



Saldanha
320 megawatts Coega

450 megawatts

Richards Bay
450 megawatts

The company has potentially won 
three of the 11 preferred projects, 
worth up to R225-billion over 20 
years. 
It has proposed placing five gas-
powered ships in three harbours: 
Saldanha Bay up the west coast from 
Cape Town; the Coega Economic 

Zone alongside Gqeberha (Port 
Elizabeth); and Richards Bay in the far 
north of KwaZulu-Natal. Between 
them, the ships will supply 1 220 of 
the required 
2 000 megawatts, or two thirds of the 
whole.

Almost two thirds of the total

1. Local content. Karpowership achieved the 
highest score on percentage of local content 
during construction, 65%, despite its barges 
being entirely foreign made, and despite 
delivering only a fraction of the construction 
jobs brought by smaller projects. 

Karpowership argued that there was no 
local capacity to build powerships or 
indeed any ships of the necessary size. This 
point was accepted, and the entire ship 
infrastructure was exempted. 

Only the R645-million to be spent on local gas 
pipelines and transmission networks was 
included.

Critics have 
argued that over 
the course of the 
tender, rules were 
interpreted or 
changed in ways 
that benefited the 
company

2 Everything new. One of the 
tender’s strictest demands, 
was that the plants be entirely 
new and built on empty land. 
But in the case of 
Karpowership, second-hand 
ships were exempted on the 
grounds that new gas turbines 
would be installed on them.

3 Changing the rules. A key 
argument from rival bidders was 
that the rules were frequently 
changed during the bidding process, 
often very late. 
Bidders found themselves 
blindsided. They had committed to 
less cost-effective solutions as 
required by the earlier rules, and did 
not have time to redo their 
proposals. 

But a rival bidder has 
claimed that Karpowership had 
early warning of at least one rule 
change … an allegation that they 
strenuously deny.



A losing bidder, DNG Energy, claims 
the process was “grossly and 
blatantly flawed, corrupt and 
procedurally unfair”. 
DNG is a new, black-owned player in 
the local energy sphere, but was 
disqualified. 
It proposed a solution similar to 
Karpowership’s, powered by gas 
turbines in three locations. 
While the DNG version was more 
expensive, it offered local content 
that exceeded the tender 
requirements.DNG chief 

executive 
Aldworth
Mbalati

A losing 
bidder goes 
to court, 
claiming 
‘flawed, 
corrupt 
and unfair’

Luvo Makasi, 
former head 
of the 
Central 
Energy Fund

DNG chief executive Dzunisani Aldworth
Mbalati alleged in court papers that he 
was contacted on several occasions by a 
mysterious and unnamed businessman 
who told him to cooperate with certain

undisclosed parties if he expected to 
win. The businessman would himself 
facilitate the relationship.

The mystery man has since 
been identified as Luvo Makasi, 
former head of the Central 
Energy Fund, who resigned 
amid controversy over alleged 
bribery, although he denies 
that he was involved in any 
wrongdoing. 

Mbalati says he was invited to a 
private meeting with senior energy 
department officials at the upmarket 
Pretoria restaurant Kream. 

Makasi was there. 

Mbalati claims he was told: “One thing 
you must understand is that there is a 
system in this country and if you don’t 
work in accordance with that system 
you will fail, even if your project is the 
best … you must be part of the system.” 

Mbalati says he refused. 
“My remarks were met with 
anger and vitriol.”

The government has confirmed 
that the Kream meeting took 
place, and that Makasi was 
present.

So was Vuyani Gaga, joint 
owner of a company with 
Mantashe’s wife Nolwande. 

Gaga has often been in the news, 
for the wrong reasons. He faces 
trial in September for corruption, 
money laundering and fraud 
relating to an irregular R631-
million tender to build pit toilets in 
the Eastern Cape. Nolwande has 
not been charged.

Vuyani Gaga



Kream: the rival accounts

Thabo Mokoena

Director-general Thabo Mokoena confirmed the 
meeting, saying Makasi invited him to meet a 
potential investor in the energy sector.
He said Mbalati begged him not to extend the 
deadline as this would give an advantage to his rivals.
He assured Mbalati that the tender would be fair and 
there would be “no shenanigans”. 
Mbalati was indeed told that there was a 
system in this country – he must follow
the tender protocols.

Luvo Makasi told amaBhungane that he had been 
talking to Mbalati for months over forming a partnership. 
Mbalati told him that he had been pressured by unnamed 
people who wanted 35% of the contract value. But 
Makasi himself had nothing to do with them.

And yet ironically, what may spell 
the end for Karpowership’s bid may
be none of 
the above.

The real threat has come from an 
unexpected quarter, another 
government department: forestry, 
fisheries and environment. Three 
times in quick succession, the 
department has dealt body blows to 
the project.

An unexpected three-pronged attack

• First, a  criminal investigation
• Second, a suspension in 

Saldanha
• Third, a rejection of applications 

in all three ports

First, it was revealed that the Green Scorpions, a law enforcement 
unit which specialises in environmental crimes, was investigating 
whether an exemption Karpowership obtained from complying with 
South Africa’s stringent National Environmental Management Act, 
was obtained on the basis of misleading information.

The Green Scorpions take an interest

Second, on the weekend of 12 June, it was revealed that the 
forestry, fisheries and environment department had suspended the 
environmental impact process for the Karpowership’s Saldanha Bay 
operation. An activist organisation, Green Connection, filed a formal 
complaint that there had been no adequate assessment of the impact 
of underwater noise in a key fish breeding ground. 

No proper assessment of noise



Third, on 24 June, the department 
refused to issue authorisations for all 
three projects, again citing 
inadequate and misleading 
environmental studies. 

Spokesperson Albi Modise said: “If 
we give you an authorisation on a 
project of a long-term nature, we 
need to be comfortable that we 
can live with that decision for the 
next 20 years.”

A final blow against all three sites

The key point: Huge barges 
carrying multiple gas turbines, 
permanently moored in 
environmentally sensitive areas, 
could damage bird and marine 
breeding grounds.

Karadeniz comes back fighting

The clock is ticking for 
Karpowership. The company 
may not fulfil its obligations 
in time for the final deadline 
at the end of July.

But don’t count on 
that. If the company’s 
history shows anything, 
a certain agility in the 
face of adversity is one 
of its talents.

Karpowership sprang rapidly back on 
the attack, saying it would appeal the 
ruling, accusing the department of 
“allowing a misinformation campaign 
to derail … the strategic plan to end 
load shedding and address South 
Africa’s economic and energy crisis”.



Links to the Links to the 
original original 
amaB amaB 
articlesarticles
amaBhungane’s 
Karpower team:

Susan Comrie
Micah Reddy
Dewald van Rensburg
Tebogo Tshwane
Sam Sole
Stefaans Brűmmer

https://amabhungane.org/stories/210514-powerships-how-the-multi-billion-rand-tender-was-legally-rigged/
https://amabhungane.org/stories/210514-powerships-how-the-tender-kneecapped-renewables-and-favoured-gas/
https://amabhungane.org/stories/210603-powerships-officials-confirm-they-met-bidder-ministers-associates-at-kream/
https://amabhungane.org/stories/210528-karpowership-slams-rival-bidder-in-corruption-case/
https://amabhungane.org/stories/210428-powerships-losing-bidder-claims-blatant-corruption-fingers-mantashe-associate/
https://amabhungane.org/stories/210625-how-karpowership-was-torpedoed-by-substandard-environmental-studies/
https://amabhungane.org/stories/210619-powership-company-trails-corruption-claims-in-its-wake/
https://amabhungane.org/stories/210610powerships-enviro-investigation-could-capsize-r225-billion-deal/


Digging dung. 
Fertilising democracy

Launched in 2010, amaBhungane (isiZulu for ‘the dung beetles’) 
is an independent, non-profit newsroom based in South Africa. 
We develop investigative journalism to promote free, capable 
media and open, accountable, just democracy.

Our activities include:
We develop best practice in our field by doing stories that 

are accurate and fair, advance methods and standards, expose 
wrongdoing and empower people to hold power to account.

We help others in the media via training, editorial 
collaborations and organisational support.

We lobby, campaign, exercise laws and litigate to help secure 
the information rights – access to information and media 
freedoms – that are the lifeblood of our field.

We publish our stories on our website and via a range of 
publication partners and platforms, such as this e-book.

https://amabhungane.org/

https://amabhungane.org/
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