SOL PLAATJE MUNICIPALITY

OFFICE OF EXECUTIVE MAYOR Private Bag X5030,
Kimberley 8300

KANTORO YA RRATOROTO KHUDUTHAMAGA

KANTOOR VAN DIE UITVOERENDE Tel: (053-8306269)

BURGEMEESTER Fax: (053-8391431)

PUBLIC NOTICE
Dear Residents

RE: PUBLIC PARTICIPATION ON PROPOSEP ELECTRICITY PRICE INCREASE
FOR 2026-2027 FINANCIAL YEAR AS PER NEW NERSA REQUIREMENTS

This communication cordially calls on residents to submit comments on the proposed
electricity price increase for 2026-2027 financial year.

This notice is issued in line with the requirements and the revised timelines issued by
the National Electricity Regulator of South Africa (NERSA) for the submission of 2026-
2027 electricity tariffs increase applications by utilities, and as per the outcomes of the
North Gauteng High Court on the 20" February 2026.

The Sol Plaatje Municipality hereby publishes the proposed average 8% increase on
electricity tariffs for 2026-2027 financial year for public participation and inputs.

This increase proposals are informed by NERSA'’s approval for the Eskom’s Retail
Tariff and Structural Adjustments (ERTSA) application on the 5" March 2025 which
authorizes 9,01% bulk tariff increase to the local authorities effective from 01 July
2026 to 30 June 2027.

To comply with the NERSA requirements and the judgement of the North Gauteng
High Court, the municipality revised its Cost of Supply Study to factor the impact of
Eskom structural changes for the submission of its application to NERSA before 31st
March 2026.

The proposed tariffs are available for your review on the municipal website,

www.solplaatje.org.za as well as the following municipal offices and our
satellite points:
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Cashier Points and Municipal Offices:

The Civic Centre Building, 01 Sol Plaatje Drive, Kimberley
Pioneer House, Kimberley CBD Traffic Department Office
City Hall, Kimberley CBD

Matlalo Office opposite Bantu Hall, Galeshewe

Pioneer House, CBD Traffic Department Office

Stokroos (Traffic and Licencing Office), Abattoir

Matlalo Office opposite Bantu Hall, Galeshewe
Galeshewe Post Office

. Roodepan Office

10.Homevale Office

11. Phutanang Office

CONOUTAWN

Library Points:

12.Kimberley Library, CBD
13.Beaconsfield Library
14.Hadison Park Library
15.Roodepan Library

16. Galeshewe Library
17.Judy Scott Library

Please @ submit your inputs to the municipality via email to
tariffs@solplaatje.org.za and/or directly to the NERSA as per email

municcomments@nersa.org.za . All comments or inputs must be received
on or before 20 April 2026.

Kind Regards,

”W Date: 27 . ©A, o

Clir MB Bartlett
Executive Mayor
Sol Plaatje Local Municipality

Cc. National Electricity Regulator of South Africa (NERSA)
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SUMMARY OF THE PROPOSED TARIFF INCREASE AND CHANGES

1. Background:
The Sol Plaatje Municipality has developed and adopted the Cost of Supply Study
(COS) which guided tariff increases since 2023/2024 financial years in line with the
policy position no. 23 of the Electricity Pricing policy of 1998 (EPP) which stipulate
that the Electricity distributors shall undertake COS studies at least every five years,
but at least when significant licensee structure changes occur, such as in customer
base, relationships between cost components and sales volumes. This must be done
according to approved NERSA standard to reflect changing costs and customer
behaviour.
2. ESKOM Impact:
Eskom announced an average bulk electricity increase for municipal consumers of 9.01%. Sol
Plaatje Municipality (Sol Plaatje) buy electricity from 1 point of supply. The existing and
proposed Municflex as applied to Sol Plaatje is shown in Table 1.
Table 1
TOU TAR'FFS FROM COS Actual 2025/2026 Proposed 2026/2027 0 % Increase
All rates include surcharges. BASIC ACCESS __ |MAXIMUM|ENERGY|BASIC  [ACCESS |MAXIMUM|ENERGYBASIC |MAXIMUMENERGY
SEGMENT CHARGE |DEMAND DEMAND |CHARGE|CHARGE |DEMAND |DEMAND |CHARGHCHARGE|DEMAND|CHARGE
Tariff Name Code R/IC/m R/KVA/M R/IA/M RkWh |R/C/m R/KVA/M  |R/A/M R/&Wh [R/Cim R/A/m R/KWh
Existing Proposad Municflex
TOU TARIFFS Basic Access Demand | Reactive| Basic Actess | Demand | ReactiviChange %
Municfiex Basic: MD (Hi / Low): MD/Ace 6730.80 34,52 9.60 733741 40.41 10.46 9.01%| 17.03%]| B8.96%
= 66KV & = 132kV, > 300km Energy: High: P/SYOP (R/kWh) 6.6118 1.8504 1.3213| 0.3220 7.1588 2.0049 1.4322 | 0.3510 8.27% 8.35% 8.39%
Municflexz 86kV & £ 132kV. > 300kn|Energy: Low: P/SVOP : R/kvarh 2.8879 1.7446 1.3213 - 3.1386 1.8903 1.4322 - 831%| B8358%) 83%%
It shows that energy prices increase at just below the average 9.01% whereas the access
demand charges increase by 15% which is due t the phase in of the generation capacity
charge as introduced by Eskom tariff restructuring.
A summary of the consumption quantities are shown in table 2 below:
Table 2
Herlear 1 kWh DEMAND TOTAL TOTAL
MDA‘LEVA M[;wa MO P&S | MD highest | MD highest | ENERGY Pas ’?:&ggg P s 0
MONTH Days kVA kW kVA KVA kW KWh (for) kvarh % kWh (for) KWh (for) | kWh (for)
2023107131 M 104 47256 10314480 10447256 111 000 103 145 | 46 322 057 - 59,60% 17.36% 4113% 41 50%
202300831 N 93 456.52 92 126.92 93456 52 111 000 103145 | 41382694 L 59.52% 18.58% 41.78% 39.54%
20230930 30 86 624.73 85 485,12 8662472 111 000 103145 | 35940 691 1518 S7.63% 18.13% 40.60% 41.26%
2023/10/31 N 72611.59 70 407 .36 72611.59 111 000 103145 | 37215329 73528 68.89% 17.60% 41.10% 41.30%
20231130 30 7689635 74 063.04 76 896 35 111000 103145 | 36 869 126 189293 66.59% 17 39% 42.05% 40 56%
202312/ 3 7192998 68 853 .92 71829.98 111 000 103145 | 37536083 288648 70.14% 14.82% 37 48% 47 70%
202410131 i 72 836.56 70 188.00 72836 56 111 000 103145 | 37 687 880 267 125 68.55% 1677% 41 23% 42 00%
2024/02/29 29 T5.996.57 72 24768 7509657 111 000 103 145 36926 721 366 259 69.81% 17.20% 42 35% 40.46%
2024/03/31 1 8301485 7389312 7728595 111000 103145 | 3838939 293 576 62.16% 14.54% 37 59% 47 88%
2024I04/30 0| 10114326 7155072 10114326 111 000 103145 | 35223475) 13073741 48.37% 17 40% 39.87% 42.73%
2024/05/31 <3| 106 365 52 7464672 10536552 111 000 103145 | 37266320 | 14315072 47 54% 17.84% 41 46% 40.71%
2024/06/30( 30 133 B39.95 9363232 133116.20 111000 103145 | 41651824 | 15798491 43.22% 16.62% 41.31% 42 06%
TOTALS 107618847 95023871 | 107173582 111 000 103 145 | 482 411593 | 44667 250 39.44% 17.02% 40 68% 42.29%
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The calculation of the effective impact on the Eskom bills is shown in Table 3.

Table 3
IMPACT SUMMARY
Voltage Old TOU | Old TOU| New TOU New TOU |Change Rev |Diff % Diff %
Voltage A Total ckWh  |Total c/kWh Rand Rand c/kWh
Municflexz 66kV & = 132kV, > 300km Total | 965 992 981 209 | 1050662878 227 84 669 857 B.77%| B.77%|

The table shows that Municflex is estimated to increase by 8.77% and not the average
increase of 9.01% as stipulated in the ERTSA.

This is largely due to very good annual and monthly load factors where the impact of the

higher capacity charges is less.

Average Tariff Increase:

The following key observations from latest COS revision to factor ERTSA are as

follows.

2024/2025 budget to actual.

0 Eskom account fell in arrears causing interest.
0 Sales revenue close to budget.

2024/2025 actuals to 2025/2026 forecast.

0 the increase of 9.9% in bulk cost confirms the estimates of Municflex impact.

0 Revenue actually decreased due to the following reasons:
* A general reduction in sales due economic hardship in Sol Plaatje.

= Discount of 10% applied in the maximum demand charges for Bulk

consumers.

= NERSA approving basic and capacity charges below that requested as

per the cost of supply study.

* Not applying the basic and capacity charges as approved as from 1 July

2025.

2026/2026 forecast to 2026/2027 budget.

o Bulk purchase cost increase based on the assessment of the proposed
Municflex tariff which comes to 8.77%. No consumption change is expected.

e Decrease in Contracted services: Pre-paid vender commission reduced due to
renegotiation of commission percentage from 1.8% to 1.61%.

e Depreciation increased due to installation of Smart meters and recognition of
audited revaluation value of R25 million.

e Eskom debt remains a massive challenge.

e Employee costs are expected to increase due to two new staff members
planned to be absorbed and overtime increasing due to vacancies.
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¢ Contractor fees increase due to Smart meter management fees.

e Departmental overhead allocation close to that calculated in COS calculation.

e Impairment loss Is calculated based on average payment percentage in the
municipality of 85% and not that of electricity which is much higher. This to be
addressed based on national treasury guidelines.

e FBE income foregone incorrectly shown as a cost as the revenue already
excludes the FBE value.

e FBE to Eskom and Streetlights provided ‘by Eskom and Eskom bills for other

services incorrectly allocated to electrici

equitable share.
e Very high overhead charge. This is this removed and replaced with overhead
charge from COS study.

{y. This is however covered by the

e Revenue is forecasted with average increase of 8% and no sales growth.

Prudency Adjustments:

Before adjustments for prudency, it looks like electricity will make a small loss.

Table 4 shows adjustments which are considered not part of electricity costs or
income and in line with NERSA approach of disallowing imprudent costs:

Table 4

r

Total Sum of Total Sum of Change: | Tolal Sum of Total 8um of 202412025 202512026 to

SUMMARY VALUSS Original |Adjustment  Budget to |Original Adjustment it Sum of BUDGET  |2026/2021 change
= o _ |Budo |Actunl 0282020 il 20248027 % s
Buix 897 300 000 810 118 000 14% 1000 060 000 1000 000 050 8.9% 1 087 700 000 BT
Crerating cost 67 008 75% sas0a7ss [ 28w 106 388 951 io0sesast  ssox|  tos3seraz] _ aTam
Dapraciation 8 000 000 9 000 000 9.0%| 9040 000 9 000 500 0.0%) 10 530 000 16.57%
et 12818844 Sogssarr | 3%68% trigasee| 81163888 :__393‘ | TeMISTd T
Repairs and Msintance eciual 84522922 88 172622 16%: 88 361216 91553716 5.2%) 81663 072 0.12%
Impai-mant / Bed gest 81 000 000 111 000 000 AT 0%| BS 000 000 107 000 006 | R.6%) 94 300 000 ~12.15% =23 368 121

‘Sub-total cost 1151 851 325 1248 130 558 32%] 1303 950 722 1389 335 722 V1A% 1468 834 176 5.73%

Current revenve . tseazo207 |- 1 1eaze0207 [ oouls  tsose2aa0l-  toraeeraes | real.  +1spacesss 994
Shortfall (+) SURPLUS [} 12647 882 81840 351 TAT A% 1672718 316338426 | 28689 300 487 620 501
- = - 185 852 144
Total Sum ef Sum of BUDGET

_REVENUE ADJUSTMENTS () Revenus shown as (- Adjustment Buciat w028zt
Dedust ¢apiel income (Gapital grants) From triai baiance
Sapitsl charges From irial baiance
Avaliadiity Charges From trial balancs
ConnactionReconraciion fes - Alrsady provided and the canrection costs inciuded
Etectricty Sales correrted - No coraction required
Intarest on CoNsUMer deposls From financial in trtal balanca
FEE income foregona To remove eauitadie share that exzeed FBE
Equitobie shors To cover grant fams 1o consumers
Edultable share 16 ¢ovar FBE 10 Eskon . - - Fras enorgy. FBE to Eskom.

Streatlight revenie under recovary 17831 304 I8 62T 167 B4 787 31 63.52%| No revenus shown for streslights
inarna tariffs - - Stangard (a1t spplied

TOTAL REVENUE 17 631 304 30 827 187 64707 341 63.82%)

EXCLUSIONS | ADJUSTMENTS Limit Actual Trial balance Ag)ust Adjus)

Egdom bulk conl gormeciion s | i

ES<0mM #xca8s access charges - . A3 per NERSA pracice

Esnont largst 22 500 000 0.0%. 70000 000 218.2%}- 70 000 360 0.00%| Not allowes,

“ghated cost From 202072021 | E Use municiap! caicuiation - vary cioss 1o COS cakculation,
Shared cost » 30% of own cos! anc bus) 0.0 - - - As per detalied ringlencing calculaticn and within lImil
Bad dett » B% of sales tevenus 5.0% 52 785 040 83 350 138 1.1%: 35 87R 672 -33.31% As per NERSA proctice
FBE paid 10 Eskom Dana directly from financa 1o Eskom
Admin chatge 11 800 000
Sub-Total B6 585 040 123350138 | 42.5%)- 105 578 672 1A et
WWh sales 347 280 148 347 289 148 347288 148 0.00%]| Based on load forecast

_Purcnases 468 040 742 468 040 742 | 0.0%) 480 048742 0.00%| Basec on ioad foracast
% losses 25.8% 25.8'% 25.8%

Eshom costs reduced (losses » 8%) 2% 125 803 597 138 008 036 7_ — | usednnereAmence
Revenue Inaressed (losses >8%) 2% 150 682 848 148 082 249 - 161 249493 | Used in aemative method
Actual capital expanciure not covered by prants [ |
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Revenue:

¢ The INEP capital grant is removed from operating income.

e Capital charges are also removed as this should off-set capital expenditure.

e Because the streetlights and internal services are not charged at the cost-
based tariff, the shortfall is shown as additional revenue.

e 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:

e The municipal overheads are removed.
e The overheads / shared costs are the value calculated as part of the cost of
supply study completed in 2024 and then escalated annually by 7%.

e The shared cost is then limited to 30% of the total cost minus bulk purchase
costs.

e 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 — hence, no change.

e Eskom interest is considered imprudent by NERSA as the accounts should not
be in arrears — hence, no change

e Bad debt > 5% of revenue exceeds the NERSA [imit:

Table 5
AT s |nesne [cwer et e o | e
L) Actusl g g 2026027 %
Butk. 897 300 000 910 116 000 1,4% 1000 000 000 1 090 009 000 .95 1087 700 000 §.77%
Operating cost 87 00 758 £8.909 T5Y 4% 108 393 951 100 568 451 46.0M% 105 338 732 4.72%)
Depreciation 8 000 000 8000 000 2.0%) 000 000 9 000 000 Q0% 10 500 000 1887
intarest 12818 844 §0938 877 286.8% 11183 586 81 183 556 33.2%% TeHE1 373 -1.86%
Repalrs and Maintance acius! 84 832 a2 6172922 1.6%] 83 381216 §1583 716 8.2 §1653072 0.12%
Impgirment / Bad dedt 81 000 000 e 111000 000 IT.0%| 89 000 000 1067 900 020 «3.8% 84 000 000 A2.16%)] -23 368 13!
Sub-total cost ¥ 151 851 325 1246 120 558 B.2% 1 303 950 722 1389 135 722 |lﬂ.—i’« 1 468 304 178 8.73%
Currant révenus . 1 164 200 207 - 1 184 200 207 0.0%|- 1 305 623 440 |- 1072 967 206 -7.8%) 1 168 406 550 E.89%
Shortfall (+) SURPLUS () |- 12 647 882 8% BAD 351 74T 1% 1672718 316 338 426 206 5 300 487 620 -5.01%
. . . 185 682 144
Tetel Sum of Eum of BUDGET

REVENUE ADJUSTMENTS |-) Revenue shown ae (-} Adjustment Budgst | |zoze27
Daduct capital Incoms Gapital grants) From il balance
Gaptal charges - . s Frem tal palance
Avaliabiity Cﬂl!gﬂ . - - From itial balance
CeonnectionRescnneclion fee . . . Mlﬁaﬂy provided and the connaection costs m:\uu&n
Elgcirichy Sales corrected - . . No correction ragquirad
interest on cansumer deposits. - - - From financial in trial batance

FEE income foregons To ramove equilable share that excesn FBE
“Exuitable shars | Ta cover grant ftems to consumers
Ecuitabis snare to cover FBE 1o Eskom - i [ . 3 | Free energy, FSE 10 Eakom

Straatiight revenue unoer recovery - 17 631 304 - 38 627 187 - 64797 341 63.82%| No revenie shown for strestiights

Internal tariffs underrecovary - . Standard tarf applied

TOTAL REVENUE |- 17 631 304 B 30 827 167 . 84 707 341 63.82%

_EXCLUSIONS /ADJUSTMENTS Limit
Eskom bulk tost corréetion
Egkom excass access charges - - As per NERGA praciice
Eskom intgrest . 22 03¢ 0od 0.0% . 70 900 000 218.2%|- 70 000 000 0,004/ Not allowsd

Actusl  |Trial balance | Atjust Adjust

Shared cost From 202072021 Use municiap! caloulation - very closd to CDS calsulation
Sharad cost ~ 0% of own cost (#xc bulk) 30 0% . - . Ag por getalied ringtancing calzulation and within mit
“Bad 0snt > 5% of sales revenue 0% - B27e8 040 - 53 380 138 1.1%]|. 38876672 -33.31%) As par NERSA practice

FBE paicl 1o Eshom Dona directly from firancs io Eskom

Admin charge - 11 800 609

I

Sub-Total ' B6 585 040 . 123 380 138 42.p%| 105 579 672 14.41%)

KW saies 347 289 148 347 289 148 347 289 148 0.00%| Based on lcad ferecast

Purchases 468 048 742 468 040 742 00% 468 049 742 ©.00%]| Based on load forecest

" lossey 28.8% 25.8%

Eskomm costs reduced (losses > B%) 12% - 125 603 597 . 138 008 036 Lised in NERSA method,

Revenus Increased (losses >8%) 1% . 160 682 040 . 148082 248 | J . 161 249 403 o Used in altemnative method

Actusl capdal expenditure nol coversd by grants
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Calculation of the effective surplus using the NERSA method with various corrections and
prudency adjustments, shows that Bulk costs be reduced by the losses exceeding 8% not
NERSA 12%. Hence, no change.

The results are shown in Table 6 on revenue requirement.

Table 6
2026/2027 Budgst. |2026/2027
NERSA method:  |Budget. Full
REVENUE REQUIREMENT Total Sum of 2024/2025 |Bulk cost reduced, Bulk, adjusted Description
Adjustment to historic revenue, CRC
Budget2025/2026 |2025/2026 |depreciation depreciation
Bulk - losses (>8%) B61 991 964 9.9% 937 568 660 1087 700 000 | Bulk Actual
Operating cost 60 765 547 -11.8% 62 508 951 62 508 851 | Opsrating cost
Shared cost adjusted to 30% of own cost 39 822 904 42 829 781 42 829 781 | Shared cost adjusted
Historic cost depraciation 9 000 000 0.0% 10 500 000 152 598 625 | CRC Depreciation From adjusted asset register
Interest (excluding Eskom) | 11 193 556 -71.3% 9692373 9 692 373 | Interest (excluding Eskom)
Repalrs and Maintance actual 91553716 6.2% 91 663 072 91 663 072 | Repairs & Maintance actual
Bad debt provision / write off 53 649 865 -7.8% 58 420 328 58 420 328 | Bad debt Limited to 5% of revenue,
Remaining Cost acjustments - . - | Remaining Cost adjustments
Total Allowed revenue before surplus 1127 977 551 7.9% 1213 203 164 1505 414 129 | Total Allowed revenue
Revenus: prudent 1112 624 463 -5.9%|= 1233 203 896 =1 394 453 380 | Revenue: Prudent adjusted
Surplus () Loss (+) 15353088 -111.3%[- 20000733 110960 739 | Shortfal
Surplus(-) Loss (+)% 0 “1.6% 8.0%| Shertfall %

One of the objectives of the surplus is to cover for refurbishment of existing assets.
This is normally set at the annual Current Required Cost (CRC) depreciation.

The following deductions can thus be made from the above calculations:

e Applying an increase equal to 8%.

e A small surplus of R20 million is made using the modified NERSA method.

e What these calculations are saying is that the current tariff levels are cost
reflective if prudency adjustments are made.

e The reason why the surplus is so small is due to the adjustment in bulk cost
due to the high losses.

e In fact, the surplus plus the non-cash items namely overheads and depreciation
all added together is not even equal the losses adjustment.

e That means that in fact the municipal electricity department will effectively not
cover its full cost.

o The alternative method confirms that the current tariff levels are too low to
cover Current Required Cost (CRC) depreciation.

5. Tariff Restructuring:

Sol Plaatje municipality completed a detailed cost of supply and tariff study in 2024 using the
2022/2023 data. It was submitted as part of the public participation and was submitted to
NERSA. The municipality implemented all three phases of a 3 year phase in plan.
Unfortunately, the following happened which distorted this phase in:
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e NERSA did not approve various of the proposed as from 1 July 2025, specifically the
increased basic and capacity charges, despite the fact that the energy charges
reduced.

e The municipality did not apply the basic and capacity charges due to various factors
as from 1 July 2025.

¢ The municipality granted a 10% discount on Bulk tariff maximum demand charges
after significant complaint were received and reaching agreement in this respect.

The following will this be implemented in this respect:
e No tariff restructuring will be done as per the cost of supply report.
e The average price increase will thus be applied to all rates but for the following:
o The IBT tariff for indigents: Only average increase.
o Domestic life line 20 Amp. Only average increase.
o All domestic consumers > 20 Amps:
* The basic and capacity charges as approved but were not implemented
will be applied as from April / May 2026.
= The average increase be applied to the approved tariff without further
structure change.
o Small commercial >20 Amps:
* The basic and capacity charges as approved but were not implemented
will be applied as from April / May 2026.
» The average increase be applied to the approved tariff without further
structure change.
e Bulk TOU tariffs:
o Apply average increase to all rates.
o Maximum demand charge: apply the approved tariff minus 10% discount as
approved by Council and then apply average increase.
e TOU tariff for small domestic and business consumers. (compulsory for SSEG
consumers).
o Basic charge reduced significantly due to reduced meter costs.
o Capacity charge set equal to that of domestic and commercial consumers.
o Other charges changing up and down to match new Municflex.
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CONCLUSIONS

Because of the majority of rates increasing by the average increase the
impact for all these categories will be equal to the average increase.
Only Small consumers on TOU tariff will experience lower increases
due to a lowering of the basic and capacity charges.

It should be noted that Bulk consumers all received a 10% discount in
the maximum demand charges from that approved by NERSA in
2025/2026.

In other words, their increases were lower than the average for
2025/2026.

In 2026/2027 they will experience the average increase.

A small surplus is calculated using the modified NERSA method.

After doing various prudency adjustments in costs and revenues.

This is based on Eskom Bulk costs increasing by 8.77%.

Requesting an 8% average price increase.

The full surplus will be used towards repaying the Eskom arrears.
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