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1. Introduction of NAACAM:  
 

The National Association of Automotive Component and Allied Manufacturers (NAACAM) was 

established 34 years ago to represent the interests of the automotive component manufacturers 

and is nationally and internationally recognised as the voice of the South African component 

industry. 

 

The cost of energy is an important input for component manufacturers and the rising costs have 

had a detrimental impact on development of that manufacturing sector. 

 

2. Relevance of electricity tariffs to the automotive supply base. 
 

The automotive industry is a global industry which is operating in a globally competitive 

environment. Being efficient and competitive is a requirement to survive in the long term in the 

automotive industry. The complete supply chain is in this perspective important, and a cost 

effective and efficient supply chain is a necessity for the automotive industry to be successful. 
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Eskom, being the monopolistic supplier of electricity to our industry in South Africa, is a crucial 

supplier in this supply chain.  

The following issues negatively impact the manufacturing and automotive sectors: 

Prices have spiralled out of control since 2008. Prices will have quadrupled between 

2008 and 2015, this before the potential increases through this selective re-opener have 

been approved. South Africa’s electricity supply chain has priced itself out of the market. 

Despite the fact that Eskom increased its revenue substantially over the last few years, 

quality and reliability of supply has deteriorated severely in 2014/5 and this is affecting 

the industry very negatively. 

Eskom as a supplier has caused severe uncertainty in the supply chain. The MYPD 

process has not avoided that tariff increases are unpredictable and come at short notice. 

Crisis management is the order of the day. Eskom’s inability to deliver to its MYPD 

projections causes substantial uncertainty within the supply chain. The lack of sustained 

planning by Eskom and the incapability to implement big projects such as new power 

stations properly, make it impossible for industry to forecast the situation even for the 

short term. South Africa’s electricity provider has created sufficient uncertainty to 

discourage any investors. 

The economic effects of further increases above inflation are obviously disastrous. South Africa 

traditionally boasted to have some of the lowest electricity prices for industry in the world. It has, 

within a period of 7 years, positioned itself with the most expensive countries globally. While 

competitive energy prices were once one of the main reasons for industry to be present in 

South Africa, this advantage has now been lost completely. Energy intensive industry has no 

longer any reason to choose South Africa as a destination of choice. To the contrary, energy 

intensive industry is being forced to leave this country as both the cost of electricity and the 

quality of supply have become completely unacceptable and uncompetitive.  

Basic economic laws dictates that, as electricity prices go up, consumption will reduce. If basic 

consumption reduces, Eskom cannot recover its overheads as planned and needs to increase 

prices even further…  

The shrinking economy has become a reality as a result of the already unaffordable electricity 

tariffs. A vicious circle of industrial decline through closures coupled with reduced electricity 

usage has been created. Examples of electricity users who have re-invested in alternative 

energy sources to avoid the high tariffs and surcharges are plentiful. 

The negative effects on the economy and particularly employment are openly recognised by 

Nersa in the following statement made in the MYPD3 decision document, published in 2013: 

“Employment 

148. The reduction in GDP growth associated with electricity price increases will result in a 

number of jobs being compromised. A series of five 16% increases will compromise about 

652654 jobs (see table 61 above). The impact is better when a 6% increase is assumed. An 

inflation linked increase has the potential of compromising about 146449 jobs compared to 

about 652654 jobs associated with 16% increase “ 
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It is thus clear from Nersa’s statement above that the impact of electricity price increases on 

employment is devastating. It is of paramount importance that all efforts are made to ensure 

these increases can be avoided. 

 

3. The context of the electricity regulation       
 

Electricity pricing is regulated by various pieces of legislation and it is important to place the 

requested increases in the context of the specific legislation available in this country.  

 

In this submission, NAACAM specifically relates to the Electricity Regulation Act of 2006 (ERA) 

and the Electricity Pricing Policy of 2008 (EPP) 

 

The Electricity Regulation Act states that the tariffs must be cost reflective and must reflect the 

costs of an efficient electricity provider. 

 

Section 15 (1) of the Electricity Regulation Act, 2006 (Act No. 4 of 2006) 

(“the Act”) states that a licence condition relating to approval of tariffs 

must enable an efficient licensee to recover the full cost of its licensed 

activities, including a reasonable margin or return and also provide for or 

prescribe incentives for continued improvement of technical and 

economic efficiency with which services are to be provided. 

 

According to the legislation, the electricity consumer should not pay for inefficiencies incurred 

by the electricity provider, in this case Eskom. If the electricity consumer is being asked to pay 

for increases as a result of the licensee being inefficient, these increases would be unlawful and 

could as such be challenged by any electricity consumer affected by such a decision. Stated 

differently, Nersa is authorised by legislation only to approve increases that are not caused by 

or the result of the inefficiency of the operator. 

 

It is in this context primordial to understand if the requests for tariff increases can be motivated 

by Eskom being considered to be an “efficient” licensee. If the requested increases would be 

the result of Eskom running its operation inefficiently, then these increases should not be 

accepted by Nersa as it is not empowered by the legislation to grant such increases.  

 

Furthermore, besides the increases being challenged, the whole cost base of such a licensee 

could then be questioned and should be put under scrutiny in the context of the licensee having 

requested an increase on the basis of it not being efficient. 

 

A further relevant point is the tariff determination for specific customer categories. Eskom can 

recover its costs for an efficient service it is providing to all its customers. Tariffs for the various 

customer categories however must be cost reflective for the specific usage of these customers. 

The Electricity Pricing Policy is very explicit in this context in EPP Policy Position 2: 

 



 

 
 

“The electricity tariffs must reflect the efficient cost of rendering electricity services as accurately 

as practical. The average level of all tariffs must be set to recover the approved revenue 

requirement” and “The tariff structures must be set to recover costs as follows: 

• The energy cost for a particular customer category

• The network cost for a specific customer cate

• Service costs associated therewith”

 

It is indeed very relevant for an organisation such as 

the industrial customers sufficiently reflect the costs to supply this particular customer category. 

For NAACAM, the tariffs which are being charged to Eskom’s direct industrial customers are of 

particular relevance. The other customer category’s tariffs 

are the tariffs charged to local government. Many of the industrial compani

supply base have the local municipality as distributor of electricity, and tariffs charged to local 

municipalities are as such immediately relevant for the automotive supply base in South Africa. 

It is of importance for NAACAM

charged to industrial customers supplied by municipalities are fair and non

mandated by the ERA and EPP. It is common knowledge that Municipalities have revenue 

based tariffs which include essential portions of hidden and unlawful factual taxation.

 

 

4. The Quality of data provided for the stakeholders to comment on the selective MYPD 
3 reopener. 

 

As per the MYPD3 application by Eskom in 2013, crucial information is missing in the 

application for the public to be able to consider and evaluate the application by Eskom for the 

purpose of submitting proper and complete comments to Nersa. This was already raised by the 

Nelson Mandela Bay Business Chamber (NMBBC) during the Public Partic

Port Elizabeth in January 2013. The NMBBC commented as follows in their presentation:

 

 

Unfortunately, two years later, the situation has not improved and the information supplied with 

the current Eskom application remains insufficient

proposed increases. 

 

 Again, the same points as in 2013:

 

4 

Executive Director: J.R. Houdet

“The electricity tariffs must reflect the efficient cost of rendering electricity services as accurately 

The average level of all tariffs must be set to recover the approved revenue 

“The tariff structures must be set to recover costs as follows: 

The energy cost for a particular customer category 

The network cost for a specific customer category 

Service costs associated therewith”   

It is indeed very relevant for an organisation such as NAACAM to ensure that Eskom tariffs for 

the industrial customers sufficiently reflect the costs to supply this particular customer category. 

, the tariffs which are being charged to Eskom’s direct industrial customers are of 

particular relevance. The other customer category’s tariffs NAACAM is specifically interested in 

are the tariffs charged to local government. Many of the industrial compani

supply base have the local municipality as distributor of electricity, and tariffs charged to local 

municipalities are as such immediately relevant for the automotive supply base in South Africa. 

NAACAM to be assured, and for Nersa to ensure that the tariffs being 

charged to industrial customers supplied by municipalities are fair and non

mandated by the ERA and EPP. It is common knowledge that Municipalities have revenue 

nclude essential portions of hidden and unlawful factual taxation.

The Quality of data provided for the stakeholders to comment on the selective MYPD 

As per the MYPD3 application by Eskom in 2013, crucial information is missing in the 

application for the public to be able to consider and evaluate the application by Eskom for the 

purpose of submitting proper and complete comments to Nersa. This was already raised by the 

Nelson Mandela Bay Business Chamber (NMBBC) during the Public Partic

Port Elizabeth in January 2013. The NMBBC commented as follows in their presentation:

Unfortunately, two years later, the situation has not improved and the information supplied with 

the current Eskom application remains insufficient for the public to competently comment on the 

Again, the same points as in 2013: 
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“The electricity tariffs must reflect the efficient cost of rendering electricity services as accurately 

The average level of all tariffs must be set to recover the approved revenue 

“The tariff structures must be set to recover costs as follows:  

to ensure that Eskom tariffs for 

the industrial customers sufficiently reflect the costs to supply this particular customer category. 

, the tariffs which are being charged to Eskom’s direct industrial customers are of 

is specifically interested in 

are the tariffs charged to local government. Many of the industrial companies in the automotive 

supply base have the local municipality as distributor of electricity, and tariffs charged to local 

municipalities are as such immediately relevant for the automotive supply base in South Africa.  

ssured, and for Nersa to ensure that the tariffs being 

charged to industrial customers supplied by municipalities are fair and non-discriminatory, as 

mandated by the ERA and EPP. It is common knowledge that Municipalities have revenue 

nclude essential portions of hidden and unlawful factual taxation. 

The Quality of data provided for the stakeholders to comment on the selective MYPD 

As per the MYPD3 application by Eskom in 2013, crucial information is missing in the 

application for the public to be able to consider and evaluate the application by Eskom for the 

purpose of submitting proper and complete comments to Nersa. This was already raised by the 

Nelson Mandela Bay Business Chamber (NMBBC) during the Public Participation Process in 

Port Elizabeth in January 2013. The NMBBC commented as follows in their presentation: 

 

Unfortunately, two years later, the situation has not improved and the information supplied with 

for the public to competently comment on the 
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- Existing generation capacity information is missing (note this is absolutely crucial to 
judge the request of increased OCGT and STPPP usage) 

- There is no information regarding existing capacity and remaining life of power plants in 
the context of this application 

- Cost to serve data are not being provided to understand the increases in relation to the 
various customer categories 

- Procurement pricing detail of other cost inputs such as coal is undisclosed 
- Many crucial statements are being made without any back-ups (such as the R/KWh cost 

for load shedding) 
 

In addition to the above and items of information identified elsewhere in this document, the 

following information is missing from the application to allow the public to understand and 

evaluate the underlying reasons for the Eskom application, and to comment properly: 

 

- A detailed financial budget for Eskom for the period this application is valid for. Note for 
example that Nersa, in its MYPD3 decision, has not provided this info for the MYPD3 
period. 
This information is also not available in the re-opener, and as a result, the stakeholders 

do not have the means to comment sufficiently or competently on the request for further 

price increases. This point will become clear when we are commenting specifically in 

regards to the selective revenue increase requests.     

- The specific reason why the “expensive power” through OCGT’s and STPPP is required 
and when it is required is not available. 

- An explanation as to why the circumstances of Eskom has deteriorated to such an 
extent since the MYPD3 decision as would justify an increase of almost 200%, and why 
these circumstances were not foreseeable at the time of the MYPD3 decision; 

- An explanation as to why the increased reserve generation capacity of Eskom is not 
accessible; 

- An explanation as to why the generation capacity of Eskom has not improved, given the 
substantial spending by Eskom on maintenance; 

- A forecast of how and when generation capacity will become available, and how such 
availability will impact on the revenue required by Eskom as part of its application; 

- The extent to which any cost saving resulting from the non-use of alternate generators 
due to the use of the alternate “expensive power” have been taken into account has not 
been made available, and we are thus unable to evaluate or determine whether there 
has been a double counting of costs by Eskom in establishing its costs, and motivating 
the submission; 

- The effect that the granting of the application will have on the other cost components 
forming part of the MYPD3 decision has neither been evaluated, nor disclosed by 
Eskom. It is submitted that this information is crucial to evaluate and understand the 
underlying cost drivers for an increase and the associated efficiency or inefficiencies of 
Eskom. 

 

This “selective reopener” is indeed very selective. It is selective to the extent that the overall 

information which is required to judge Eskom’s application is not available. 

 

The stakeholders require, and are entitled to, full access to all information relevant to this 

application.  
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Without a full and proper disclosure by Eskom of all information relevant to the application for 

the selective re-opener to both Nersa and the public, granting the increases called for by 

Eskom, either in whole or in part shall be unlawful for at least two reasons, namely: 

- there shall have been no proper public consultation; 
- Nersa would have made a decision based on incomplete information. 

  

   

5. The context of the 2015 Eskom multi-step price increases   
 

5.1. The MYPD2 Regulatory Clearing Account 
 

Nersa approved an increase for 2015 of 8% as part of the 2013 MYPD3 process. 

 

However, on July 30th, 2014, Nersa approved a general increase for Eskom from April 2015 of 

12.69% as a result of so called under-recoveries incurred during the MYPD2 period. This was 

done as part of the “MYPD2 Regulatory Clearing Account”, where a balance of R 7.8 Billion was 

allowed to be charged through to the electricity customers for the remaining MYPD3 period, 

starting from April 2015. 

While the process dealing with the MYPD2 Regulatory Clearing Account is not part of Nersa’s 

public hearing process currently in progress, NAACAM proposes to comment on this process. 

Given the additional price increase of 4.68% for the year 2015, it will affect all following years 

and it has a major impact on the situation of the electricity consumers and the automotive 

industry. 

 

It is of significance that despite Eskom reporting a profit after tax and interest of R26.8 Billion 

between 2011 and 2013; it was only decided to claw back the so called under-recoveries in 

2015, while it should have been done much earlier as per the MYPD guidelines determined by 

Nersa. 

 

In its 2013 MYPD3 decision document, Nersa writes:  

 

 “Regulatory Clearing Account (RCA)” 

 

149. The assessment of the RCA for the MYPD2 control period will be performed on receipt of 

Eskom’s audited financial statements for the 2012/13 financial year. 

150. Any adjustments to be made will be approved by the Energy regulator in terms of the 

MYPD methodology and will be effected in Year 2 (2014/15) of the MYPD3 control period” 
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In essence, The Regulatory clearing account has not been treated according to Nersa’s own 

rules as it is only being cleared in 2015/16 and, effectively this increase was not transparent, 

occurred without any public consultation and thus appears to be unlawful. 

 

It is further significant to note that Nersa, based on Eskom’s recommendation, made a decision 

regarding the 2012/13 tariffs on March 9th, 2012 in which Nersa agreed with Eskom to reduce 

the increase for April 1, 2012 (as originally determined in the 2010 MYPD2 decision) from 25% 

to 16%.  As such, it was clear there was sufficient income in place in relation to the MYPD 2 

period as decided in March 2012.  

From the available records there appears no motivation for the need to recover from the 

MYPD2 period in Eskom’s annual financial report for the financial year of 2012/13: The MYPD2 

clearing account is never mentioned and thus a recovery was clearly not deemed necessary by 

Eskom. 

How the sudden need to recover a shortage for the MYPD2 period was only identified during 

2014 remains unexplained. Eskom did not motivate or explain this increase through the 

submission of proper financial information and Nersa unfortunately did not provide the need for 

its decision through a “Reasons for Decision”. However, despite this seemingly unexplained 

basis for the increase, the increase was approved and in the result the electricity user has to 

pay R7.8 Billion through a tariff increase effective March 2015.  

NAACAM states that this increase forced through the MYPD 2 regulatory clearing account was 

not approved in accordance with Nersa’s own rules and is thus not properly justified, nor 

motivated, and deemed unlawful. NAACAM rejects the 4.69% increase above the original 

MYPD3 decision.              

 

 

 

5.2. The MYPD3 Selective re-opener of the MYPD3 application for OCGT and STPPP 
and the impact of the increase in Environmental levy  

 

After South Africa was informed of the destructive and unexpected additional increase caused 

by the MYPD2 Regulatory Clearing account, Eskom consequently requested Nersa to approve 

additional income to be recovered through the tariffs from July 2015 as a result of: 

 

a. Increased usage of OCGT’s in relation to the MYPD3 forecasts for the period 2015/6; 
2016/7; 2017/8  

b. Increased usage of STPPP in relation to the MYPD3 forecast for the same period 
c. Increase in the Environmental levy by 2 cents/KWh. 

 

If above increases were to be approved, Eskom will be allowed a total increase of 25.3% for the 

2015 financial year. It needs to be noted however that the increase in environmental levy is not 

an Eskom increase, but in increase in taxation levied by Treasury. This levy is accounting for an 

increase of 2.5%. 
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Although there is no clear indication as to how the additional revenue will be recovered in 

relation to the various customer categories, organisations like NAACAM can only brace for the 

worst and get indications from previous increases to make comments. 

Previous large increases, such as the ones allowed in the 2008 to 2012 period, have been fairly 

equally distributed over the various customer categories, with a tendency towards bigger 

increases for large users such as industry and municipalities.   

While this may seem a fair approach at face value, this approach is not necessarily lawful. As 

we explained earlier, tariffs must be cost reflective per customer category, and there is clearly 

no evidence in the documentation available from Eskom or Nersa that any attempt has been 

made to ensure that this is the case. On the contrary, Eskom admits in many of its documents, 

such as the MYPD3 application, that industrial and mining consumers are being overcharged in 

relation to the smaller customers. 

In any case, we must analyse whether the reasons for application of increases are indeed 

sufficient to justify general increases for all customer categories, or whether they should be 

allocated to specific customer categories causing specific costs to Eskom. 

     

6. Comments on the increases proposed by Eskom 
 

6.a. Eskom is “Doing less with more” 

 

Eskom’s current operational performance is indeed completely unacceptable. It is clear to 

the stakeholder that Eskom’s downfall is triggered by inefficiencies and non-delivery against 

key performance targets. Eskom is currently in a situation where it needs more and more 

funding and price increases, while it delivers less and less electricity to the country. Its cost 

of current operations has spiralled out of control. New generation capacity will be 

commissioned years after their planned commissioning dates.  

 

In relation to cost control at Eskom, the cost of Primary Energy should be a big concern to 

every Eskom stakeholder. While this MYPD3 re-opener only covers OCGT and STPPP’s, 

Eskom’s overall primary energy procurement needs closer scrutiny as costs have been 

escalating at an alarming rate. Eskom’s primary energy bill has doubled between 2010 and 

2014, while Eskom supplied less electricity to this country. This escalation of costs also 

does not reflect the primary energy price evolution on the world market. In this context, 

NAACAM is requesting full transparency into Eskom’s primary energy procurement. 

 

The other point of grave concern is Eskom’s employment numbers and related employment 

bills. In its 2013/14 annual report, Eskom reports to employ 46,915 people. This is up from 

32 676 in 2007. While Eskom supplies less and less energy, its employment numbers have 

gone up substantially and there is no reasonable explanation for the escalation of these 

numbers. 

 

A further point for comment is the maintenance spend. While Eskom currently blames a lack 

of maintenance on the current assets as part of the crises they are living through, evidence 

of this neglect is not to be seen in their annual reporting or in the reported maintenance 

spend. 
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The 2013/14 annual report shows that the maintenance backlog has been dealt with and 

reports an unprecedented maintenance spend of R 12.9 Billion. As such, Eskom’s current 

operational problems remain unexplained and can only be assumed to be caused by poor 

management.  A full and proper explanation regarding the seemingly inefficient spending on 

maintenance costs is required. 

 

 

6.b. Increased usage of OGCT’s  

 

Eskom argues that to avoid load shedding, it needs to rely excessively on OCGT generation 

capacity. This capacity is much more expensive than coal generation and as such Eskom 

requires to recover the extra spends through adjusted tariffs from its strained customers. 

 

The application is for three financial years, starting with 2015/16 all the way to 2017/18.  

Eskom argues they need to generate 5401GWh/annum from these expensive stations, 

versus 1508GWh per annum in the MYPD3 forecast for 2015/16; 1599 GWh for the 2016/17 

financial year and 1724 GWh for 2017/8. 

However, Eskom does not explain why they are in this situation and whether it is reasonably 

acceptable for Eskom to expect these extra spend would be recovered through tariffs. 

If we analyse the supply/demand situation in South Africa, it is clear from the available 

information that electricity demand in South Africa is dropping and is a substantially lower 

than has been forecasted. This is happening while, at the same time, the available 

generation capacity has been increasing. 

 

While Eskom proposed an average yearly increase for the MYPD3 period of 16%, Eskom 

forecast an optimistic demand growth of 1.9%. This could already have been considered 

unrealistic at the time, as sales volumes of electricity had been static (and decreasing 

slightly) over the previous 6 years. 

     

Nersa’s System’s adequacy report, which is being published on a quarterly basis, shows the 

static and even reducing electricity demand in South Africa. 

The table published in Nersa’s latest report from April 2015 appears below. 

This table not only shows that Eskom is supplying less and less electricity into the market 

but also shows that the peak demand it is delivering has substantially reduced since 2007, 

by at least 5%. 

 

 
   



 

 
 

On the other hand, new capacity has come on line (despite the delays in introducing 

Medupi, Kusile and Ingula) and has provided Eskom a

capacity. 

As such, the gap between generation capacity and demand has steadily improved since 

2008. 

The further table from the same Nersa report appended below illustrates the massively 

improved reserve margin the electr

Reserve margin was as low at 10.63% in 2008 and improved to 32% in 2013/14.  

 

  

 

Despite the massively improved gap between demand and supply, Eskom claims it needs 

more money to run expensive power 

generation which they have available. Given this information, and the limited information 

made available to the public as part of the application for a selective re

application by Eskom seems wholl

 

Of further concern is the timing of Eskom’s generation expansion plan. Eskom’s major 

generation expansion projects have suffered delays of several years. Below schedule of 

introduction of new generation capacity is an extract from Eskom’s 20

   

A very similar plan is included in Eskom’s 2013 MYPD3 application.

We all understand that the introduction of the major powers stations has been delayed by at 

least two years from the forecasts published in 2013 and that Medupi

power even in the 2014/15 financial year.

These delays, costly in itself for the electricity user as construction cost severely increased, 

now cause Eskom to claim additional revenue as expensive generation capacity is deemed 

to be needed.   
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On the other hand, new capacity has come on line (despite the delays in introducing 

Medupi, Kusile and Ingula) and has provided Eskom and IPP’s with additional generation 

As such, the gap between generation capacity and demand has steadily improved since 

The further table from the same Nersa report appended below illustrates the massively 

improved reserve margin the electricity supply chain in South Africa is enjoying. The 

Reserve margin was as low at 10.63% in 2008 and improved to 32% in 2013/14.  

Despite the massively improved gap between demand and supply, Eskom claims it needs 

more money to run expensive power generation plants versus the much cheaper coal 

generation which they have available. Given this information, and the limited information 

made available to the public as part of the application for a selective re

application by Eskom seems wholly irrational. 

Of further concern is the timing of Eskom’s generation expansion plan. Eskom’s major 

generation expansion projects have suffered delays of several years. Below schedule of 

introduction of new generation capacity is an extract from Eskom’s 2012/13 Financial report.

A very similar plan is included in Eskom’s 2013 MYPD3 application. 

We all understand that the introduction of the major powers stations has been delayed by at 

least two years from the forecasts published in 2013 and that Medupi

power even in the 2014/15 financial year. 

These delays, costly in itself for the electricity user as construction cost severely increased, 

now cause Eskom to claim additional revenue as expensive generation capacity is deemed 
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On the other hand, new capacity has come on line (despite the delays in introducing 

nd IPP’s with additional generation 

As such, the gap between generation capacity and demand has steadily improved since 

The further table from the same Nersa report appended below illustrates the massively 

icity supply chain in South Africa is enjoying. The 

Reserve margin was as low at 10.63% in 2008 and improved to 32% in 2013/14.   

Despite the massively improved gap between demand and supply, Eskom claims it needs 

generation plants versus the much cheaper coal 

generation which they have available. Given this information, and the limited information 

made available to the public as part of the application for a selective re-opener, the 

Of further concern is the timing of Eskom’s generation expansion plan. Eskom’s major 

generation expansion projects have suffered delays of several years. Below schedule of 

12/13 Financial report. 

 

We all understand that the introduction of the major powers stations has been delayed by at 

least two years from the forecasts published in 2013 and that Medupi has not delivered 

These delays, costly in itself for the electricity user as construction cost severely increased, 

now cause Eskom to claim additional revenue as expensive generation capacity is deemed 
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Another seemingly contradictory and unreliable aspect of Eskom’s application is the 

extended usage of large amounts of OCGT power all the way through 2017-18. Surely the 

supply situation will further have improved substantially as Medupi, Kusile and Ingula come 

on stream and provide power into the grid. Again, this seeming contradiction and 

inconsistency is the direct result of the lack of proper information regarding available 

capacity and usage forecasts being made available to stakeholders such as NAACAM.   

 

NAACAM’s reaction to Eskom’s application to recover additional OCGT usage through the 

tariffs is as follows: 

 

- Eskom has sufficient capacity available to supply current demand; 
- Eskom’s inability to make proper usage of its current generation capacity amounts to 

inefficiencies and cannot be recovered through tariffs; 
- Eskom’s request to use more OCGT power than foreseen in the MYPD3 amounts to a 

request for the public to fund and compensate Eskom for its inefficiencies; 
- Eskom’s inability to timely implement its big projects such as Medupi and Kusile, can in 

the absence of a detailed public explanation only be ascribed to inefficient management. 
The delays are of such magnitude that they cannot be reasonably explained otherwise. 

- Given the fact that for the relevant MYPD3 period, these power stations should have 
been generating electricity and should as such have avoided increased usage of 
OCGT’s, allowing the increased usage of OCGT’s to be recovered through the tariffs 
would as such be unlawful, as it is not reflecting the cost of an efficient licensee.   

 

Although no specific requests have been made regarding cost reflectivity per customer 

category, following remark needs to be made: 

 

- If the request of increased OCGT usage and its associated cost would be justifiable, the 
costs  need to be recovered by the customer categories who contribute to the increased 
usage of OCGT’s 

- OCGT’s are currently being used during peak times and it is clear from the information 
provided in the application document that this will be the case for the period of the 
application. 

- Customers not contributing to the peak demand with load profiles  steady over 24/5 or 
even 24/7 should not be burdened by the costs caused by other consumers which cause 
the peak (EPP Policy Number 2)   

- As such, industrial consumers and municipal consumers with steady usage (industrial 
consumers procuring their power through the municipal grids) must not be burdened 
with costs specifically caused by other consumers. 

 

 

6.c. Increased usage of STPPP’s 

 

The additional recoveries which Eskom wants to claim by additional power purchases 

through STPPP’s have the same underlying motivation as the increased usage of 

OCGTP’s. 

The reason to increasingly rely on STPPP’s is being requested as a result of Eskom’s 

inability to use existing capacity effectively, and because of Eskom’s inability to bring new 

capacity to the market in an efficient way. 
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NAACAM strongly rejects Eskom’s request to charge the electricity consumer further 

increases through tariffs as a result of increased reliance on STPPP’s. This would be 

unlawful as this does not reflect the costs of an efficient licensee. 

NAACAM also cannot understand the request from Eskom for a continued usage of 

STPPP’s up to 2017/18, whilst the overly delayed new generation capacity must be on 

stream by then. 

This remark is specifically important in the light of the request that a 3-year contract would 

be signed by Eskom for supply by STPPP’s. 

NAACAM also states that if these increases would be charged through, they must only be 

affecting the customer categories which cause the usage of STPPP power.   

 

6.d. Increase in Environmental levy    

 

The environmental levy is a tax levied on every KWh sold. It should not be part of the 

electricity tariff as it is neither part of the cost nor the reasonable return to provide an 

electricity supply. 

As such, this tax should be levied separately and not be hidden in the tariff. 

Although Treasury is in it rights to levy taxation, this should happen prudently and not be 

counterproductive in a struggling economy. 

It is clear that with the introduction of this tax and the further increase as announced by 

Treasury, Government would contribute significantly to electricity not being cost competitive 

to the industrial and other users. Such Government action would lead to the destruction of a 

significant amount of jobs, this in line with Nersa’s data available in the MYPD3 decision. 

NAACAM clearly opposes the environmental levy and requests Treasury to exclude it as 

part of the electricity tariffs. 

The announcement earlier this year that Treasury will implement Carbon taxes from 2017 

onwards could lead to the de-industrialisation of South Africa even further and NAACAM 

requests its review.      

 

 

7. NAACAM’s recommendations 
 

NAACAM motivated that Eskom’s application for further tariff increases during the 2015 FY are 

not the reflection of recoveries which would be required by an efficient licensee. As a result of 

this, NAACAM rejects the increases as requested by Eskom as the approval of these increases 

would amount to an unlawful tariff increase. Nersa would be acting unlawfully in case the 

increases are being accepted, and NAACAM shall regard the decisions for an increase to be 

reviewable. 

 

NAACAM also demonstrated that the information which is required to evaluate Eskom’s request 

is lacking in content and does not support the requested increases. There is particularly no 

budget available which tracks Eskom’s performance in line with the MYPD3 forecasts and 
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which could measure efficiency, in line with MYPD3. In the result, NAACAM believes that the 

public participation process conducted in relation to the application by Eskom to be flawed. 

 

NAACAM further recommends Nersa to postpone any decision in relation to the application until 

Eskom has made available all financial and operational information to electricity stakeholders to 

allow for a proper evaluation of the tariff increase requests. NAACAM also challenges the 

overall efficiency of Eskom and believes that further investigation is required in relation to 

potential waste of resources at Eskom. Such identified waste would have to be returned to the 

electricity consumer in the form of reduced tariffs. 

NAACAM particularly requests full disclosure of the Eskom’s spending, in order for the 

stakeholders to have access to all information in relation to Eskom’s procurement processes.    

 

NAACAM would further recommend that Eskom presents a proper recovery plan to ensure it 

becomes an efficient provider of power to South Africa. While Eskom mentions operation 

savings of R50-60 Billion, there are no credible plans in place and Eskom keeps relying on 

insatiable price increases to keep its inefficiencies going. In this light, NAACAM also highlights 

the importance of not allowing further increases as it encourages inefficiencies and waste. The 

effect of such increase is also of a nature that the economy of South Africa will spiral down even 

further. The cycle of unnecessary price increases must be broken.   

  

NAACAM also disputes the recovery of the MYPD2 clearing account during FY 2015/16 and 

requires a proper reason for decision in relation to the determination Nersa has made in this 

respect. 

 

NAACAM disapproves the burdening the electricity supply chain with further taxation and as 

such requests National Treasury to drop the Environmental levy.    

 

NAACAM also challenges Eskom and Nersa in regard to cost reflectivity of Industrial tariffs and 

tariffs charged to Industrial users supplied by Municipalities. There are clearly no “cost of 

supply” studies available for these categories demonstrating that their tariff determinations 

comply with the rules set out in the EPP. In this regard, we point out the cost of peak charges, 

which is indiscriminately carried by Industrial users through exorbitant TOU tariffs during peak 

times.   

 

NAACAM OFFICES,  

ISANDOVALE 


