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1. PURPOSE OF THE REPORT 

 
The purpose of the report is to submit the proposed 2026/27 electricity tariffs to Council, 

which will be used to apply to NERSA for approval, and to comply with the Court Order of 
4 December 2025 between AFRIFORUM NPC (Applicant), NERSA, SALGA, Eskom 
Holdings SOC Limited, and the 192 municipalities in South Africa (Respondents), 
which stipulates the following: 

 

 
2. COURT ORDER 

 
The Court order reads, inter alia, the following: 

 
“Every municipality that submits an electricity tariff application must take all reasonable 

steps to ensure that the participation process NERSA chooses regarding municipal tariffs 

application is brought to the attention of the public within its jurisdiction.” 

“Eskom and each municipality are directed to comply timeously with the aforesaid timeline; 

provided that, on good cause shown to the satisfaction on the court, the court may sanction 

a deviation on such terms as it deems meet.” 

The Court Order of 4 December 2025 included specific dates that must be adhered to. The 
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timeframes were amended on 20 February 2026 by way of a Court Order and are as follows: 

 

• Eskom to give written notice to municipalities of the bulk electricity tariffs for the new financial 

year by 31 January of every year – amended to 6 March 2026. 

• Municipalities to submit their electricity tariff applications to NERSA by 20 March annually – 

amended to 31 March 2026. 

• NERSA to communicate its decision on the tariff applications of municipalities by 5 May 

annually – amended to 11 May 2026. 

 

If a municipality does not submit its electricity tariff application by 31 March 2026, it runs the 

risk of no tariff increase being approved. 

 

For the purposes of meaningful public participation, NERSA is directed to publish every 

municipal electricity tariff application, together with its cost-of-supply study for the relevant 

financial year, in a manner that makes it accessible to the public. Provided that, where a 

municipal electricity tariff application does not include a cost-of-supply study for the financial 

year, NERSA must specifically state the absence of such a cost-of-supply study. 

 

NERSA is directed to finalise the process of considering the municipal electricity tariff 

applications received timeously and communicate its decisions on or before 11 May 2026. 

. 
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3.  PUBLIC PARTICIPATION REQUIREMENTS 
 
In South Africa, public participation in local government and the setting of electricity tariffs is 
governed by various constitutional and legal frameworks. Recent case law has emphasized 
the importance of transparency and public participation in the tariff-setting process, including 
the following: 
 
• The Constitution of South Africa, 1996 
• Local Government: Municipal Systems Act, Act 32 of 2000 
• Local Government: Municipal Structures Act, Act 117 of 1998 
• Local Government: Municipal Finance Management Act, Act 56 of 2003 
• Various court rulings – AfriForum and NERSA 
• Public participation processes 
•  

 
4. 2026/27 PROPOSED ELECTRICITY TARIFF 

 
The Municipality intends to apply to NERSA for a 7.5% electricity tariff increase for the 

2026/27 financial year. Refer to the Application to NERSA for Approval document attached 

as Annexure A1. The calculation of how this increase was derived is also included and is 

self-explanatory. 

The primary driver for the tariff adjustment is the direct pass-through of the NERSA-
approved increase in the Eskom bulk supply tariff, which has been established at 9.33% 

for the 2026/27 financial year. This component ensures that the Municipality maintains 

financial sustainability by recovering the mandated cost of purchasing electricity. 

This application is firmly based on the original and comprehensive Cost of Supply (COS) 
Study performed and submitted to NERSA in May 2025. The Municipality asserts that this 

application is fully cost-reflective, compliant with NERSA principles, and aligned with the 

requirements of the Municipal Finance Management Act (MFMA). 
The updated Cost of Supply Study will be submitted to NERSA on 31 March 2026, as 

required by NERSA. 

Bergrivier Municipality will therefore apply for an increase of 7.5% to its overall revenue 
requirement for the 2026/27 financial year, resulting in the detailed tariff adjustments 

presented below. 
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5. PUBLIC PARTICIPATION ON THE 2026/27 ELECTRICITY TARIFF APPLICATION 
 
Bergrivier Municipality’s public participation process will commence on 11 March 2026 and 

will remain open until 30 March 2026. During this period, all electricity consumers within the 

municipal area will be afforded the opportunity to submit comments and inputs on the 

proposed Cost of Supply (COS) submission to NERSA. 

All comments received during the public participation process will be compiled and tabled 

before Council on 31 March 2026 for consideration as part of the Municipality’s COS 

submission to NERSA. Following the Council meeting at which the report will be considered, 

all relevant documentation will be published on the Municipality’s official website and social 

media platforms to ensure transparency and public access to the information. 

Council will consider all inputs received prior to 31 March 2026, after which the final tariff 

application, incorporating Council’s consideration of the submissions, will be submitted to 

NERSA no later than 31 March 2026. 
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Annexure A 
 
To: NERSA 
Kulawula House 
526 Madiba Street 
Arcadia 0083 
Pretoria, South Africa 
Tel: 012 401 4794 
E-mail:  
 
11 March 2026 
 
APPLICATION TO NERSA FOR APPROVAL OF PROPOSED ELECTRICITY TARIFFS 1 July 2026 
to 30 June 2027 
  
The Bergrivier Municipality has just completed its comprehensive cost of supply (COS) and tariff 
study.  This is to comply with the Electricity Pricing Policy (EPP) of South Africa and to meet the 
NERSA requirement for any tariff structure changes. The detailed report is attached for your 
consideration and approval.  
 
The details relating to the average price increase, due to introduction of Municflex and normal 
inflationary cost increases and the financial situation for the municipality as a result of the proposed 
changes are illustrated in this application. 
 
The following should also be noted: 
 
• The study was approved by the Bergrivier municipality and is being submitted as part of the 

public participation process.  Feedback will be provided to NERSA. 
• Feedback is thus awaited from NERSA and the public participation process. 
• Council will make a final decision on implementation once this feedback has been obtained. 
 
NERSA is hereby requested to approve the: 
 
• The proposed average annual increase  
• The proposed tariffs, which feature phase 3 of a three-year phase in plan plus the average price 

increase. 
 
Please call me if you have any questions in this respect. 
 
 
Regards 
 
 
Adv. H Linde 
Municipal Manager 
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1. INTRODUCTION. 
 
1 July 2026 is the time for the next annual electricity price increase. This paper will address all issues relating 
to the annual increase and the phase in of the cost-based tariffs as proposed in the detailed cost of supply 
study. 
 
2. ESKOM IMPACT. 
 
Bergrivier Municipality (Bergrivier) buy electricity from 6 main points of supply. Accordingly, to the draft 
ERTSA Municflex will increase on average by 9.01%.  As from 1 July 2026 Municflex is again restructured 
with the Generation Access charge increasing substantially and energy rates increasing by slightly less than 
the average increase.  The existing and proposed Municflex rates for Bergrivier Municipality are shown in the 
table below. 
 
 
Table 1 

 
 
A summary of the consumption quantities is shown in Table 2. It contains the following data: 
 
• July 2025/January 216 data. 
• For the period Feb to June 2026 the Feb to June 2025 data was used. 
• For Arora, Redelinghuys, Eendekuil, the TOU ratios of the period July 2025 to January 2026 were used 

to apportion the non-TOU kWh for the periods February 2026 to June 2026, 
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Table 2 
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The calculation of the effective impact on the Eskom bills is shown in Table 3. 
 
Table 3 

 
 
This shows that Municflex is estimated to increase by 9.33% and not the average increase of 9.01% as 
stipulated in the ERTSA. This increase will be used for RR calculations. 
 
 
3. AVERAGE PRICE IMPACT. 
 
In absence of a NERSA RR templet the approach proposed below will be used for the 2026/2027 year. 
Table 4 shows the following which are directly from the trial balances and budget information. 
 
• 2024/2025: 

o Actuals 
• 2025/26: 

o Budget and forecasted / adjusted budget. 
o The variance between 2024/2025 actuals and 2025/2026 forecasted. 
o This is an indication of actual increases year on year. 

• 2026/2027: 
o Draft budget for public consideration in April 2026. 
o The variance between 2025/2026 forecast and 2026/2027 budget. 

• Some explanation of assumptions and big changes. 
 

The following key observations can be made from this: 
 
2024/2025 actuals to 2025/2026 forecast. 
o Bulk costs increased by 12.1% more than in 2024/2025. This is in line with the estimated impact of 

Municflex. 
o Contracts on networks has been re-allocated to Netwerke (preventative - condition). 
o Depreciation increased substantially due to R35 mill electrification projects completed in the past two 

financial years. 
o Revenue increased similar to the average increase. 
 
2026/2026 forecast to 2026/2027 budget. 
o Bulk purchase cost increase based on the assessment of the proposed Municflex tariff which comes to 

9.33%. No consumption change is expected. 
o Labour costs are expected to increase due to new personnel appointed: 5 junior electricians, a millwright 

and a technician. 
o Revenue is forecasted with average increase of 7.5% with no sales growth. 
o Capital grants are estimated but will be removed as it is a capital grant. 
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Table 4
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The following be noted in this respect: 
• Before adjustments for prudency, it looks like electricity will make a loss. 
 
Table 5. shows adjustments which are considered not part of electricity costs or income and in line with 
NERSA approach of disallowing imprudent costs: 
 
Revenue: 
• The ENIP capital grant is removed from operating income. 
• The Other operational grant is also removed as this is the Vat portion of a Capital grant. 
• Capital charges are also reversed as this is capital income. 
• Because streetlights and internal services are not charged at the cost-based tariff, the shortfall is shown 

as additional revenue.  This is calculated based on the shortfall in streetlight and internal tariffs from the 
COS study and then escalated by the annual price increases.  

 
Costs: 
• The municipal admin charges are removed and replaced by the overhead costs’ calculation. 
• The overheads / shared costs are the value calculated as part of the cost of supply study completed in 

2024 and then escalated annually by 5%. 
• The shared cost is then limited to 30% of the total cost minus bulk purchase costs.  
• Excess access charges are considered imprudent by NERSA as municipalities must notify the maximum 

demands and upgrade the substations so as not to exceed the notified demands: no change. 
• Eskom interest is considered imprudent by NERSA as the accounts should not be in arrears: no change.  
• Bad debt > 5% of revenue exceeds the NERSA limit:  
 
Table 5 

 
 
The last two lines show the changes to Bulk cost and sales used in the two RR options. 
 
The calculation and determination of the proposed price increase will be followed: 
 
Calculate the effective surplus using the NERSA method with various corrections and prudency adjustments. 
 
• Bulk costs be reduced by the losses exceeding 8% not NERSA 12%. 
• Apply historic depreciation as in the trial balances of municipalities. 

o In many cases municipalities have done some sort of revaluing of assets and adjusted 
depreciation accordingly. 
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o This distorts the calculation of the surplus based on trial balance-based depreciation. 
• Makes prudence costs adjustments. 
• Allow for fair overhead charges. 
• Use the actual revenue including various prudency adjustments. 
• Calculate the effective surplus.  
 
After doing the calculation of the surplus using the modified NERSA method, calculate the ideal increase to 
cover CRC depreciation using an alternative method.  
 
o Apply the full bulk costs.  The reason for this is that it must reflect all the energy flowing though the 

network which is required to determine the unit network costs. 
o Apply adjusted revenue: This is done by increasing the revenue to the extent to which losses exceeded 

8%.  This is instead of reducing the bulk cost as in the NERSA method.   
o Apply CRC depreciation instead of historic cost (distorted) as in the NERSA method. 
o Apply all the prudency adjustments to costs and revenues. 
o The difference between the full prudent costs, RR and the current adjusted revenue determine the extent 

to which tariffs should be increased to be able to provide for the full annual CRC depreciation. 
 
The results of these two calculations are shown in Table 6. 
 
Table 6 

 
 
One of the objectives of the surplus is to cover for refurbishment of existing assets and attempt. This is 
normally set at the annual CRC depreciation. The following deductions can thus be made from the above 
calculations: 
 
o A surplus of 8.3% or R20.7 mill is made using the modified NERSA method. 
o To cover the prudent costs including CRC, Capital Restoration Cost, depreciation the tariffs should be 

structurally (before annual inflationary cost increase) raised by 2.%. 
o It is thus proposed to consider using the calculated surplus using the modified NERSA method to provide 

for capital expenditure that should be covered by sales revenue. 
 
 
4. CAPITAL EXPENDITURE. 
 
A detailed capital plan was prepared by the municipality as shown in Table 7. The following in this respect: 
 
• Cr refers to projects funded from the surplus equal to R12.6 mill. 
• Doe refers to projects funded by DEO grants equal to R2.6 mill. 
• El refers to projects funded from loans equal to R5.9 mill. 
 
It thus shows that a significant portion of the surplus will be spent on capital expenditure. 
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Table 7 
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5. TARIFF SCHEDULE. 
 
Table 8 shows the proposed tariffs for 2026/2027. The following should be noted in this respect: 
 
• The municipality is not ready to implement the fully cost based tariffs this year. 
• All tariffs will thus be increased by 7.5%. 
• All SSEG consumers, large and small, will however be moved to the fully cost reflective TOU tariffs. 
 
Table 8 
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6. CONCLUSIONS. 
 
The following in terms of these calculations: 
 
o An annual increase of 7.5% is proposed but may be adjusted depending on the draft budget to be 

submitted to council for approval by 31 March 2026. 
o A surplus of R20.78 mill is calculated using the modified NERSA method and to be utilised to fund the 

capital expenditure. 
o After doing various prudency adjustments in costs and revenues. 
o This is based on Eskom Bulk costs increasing by 9.33%. 
 

----------------------------------------------------- 
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