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5 December 2025 
 
To: The Municipal Manager 
Langeberg Municipality 
Private Bag X2 
Ashton  
6715 
 
Subject: Request for extension of public comment period and access to Cost of Supply 
Study – 2026/27 Electricity Tariff Application 
 
Further reference for ease of identification by the Langeberg Municipality: “COMMENTS 
ON THE APPLICATION TO NERSA FOR THE APPROVAL OF ELECTRICITY TARIFFS 
FOR THE 2026/27 FINANCIAL YEAR” 

 
Mr Lubbe 

1. I refer to the notice dated 24 November 2025 and published on the Langeberg 
Municipality website titled “Call for comments on the application to NERSA for the 
approval of electricity tariffs for the 2026/27 financial year”. The notice records that 
the Municipality will submit its 2026/27 electricity tariff application to NERSA and 
that the tariffs are based on Langeberg Municipality’s cost of supply study. It further 
invites comments on the 2026/27 electricity tariffs “that are based on the 
municipality’s cost of supply study”, with a closing date of 5 December 2025 at 
12:00. This afforded the public only approximately ten working days between 
publication of the notice and the closing date for comments, which is in itself a 
compressed period for such a technical and economically significant matter. 

2. On Monday, 1 December 2025, I requested a copy of the cost of supply study 
referred to in the notice, specifically in order to be able to provide informed and 
substantive comment on the proposed tariffs. Since then I have sent several follow-
up emails and made several calls to the Municipality, aven enlisting the help of the 
Mayor’s PA who confirmed he also requested such cost study be made available to 
me. These communications are all documented and can be provided upon request. 

3. As at the time of this letter, no copy of the cost of supply study has been provided to 
me, and to my knowledge it has not been made available to the public in any other 
way. The only document available on the website appears to be the tariff table, not 
the underlying cost of supply study itself. 

4. It is obvious that the core basis of the proposed tariff increase is the cost of supply 
study. Without access to that study – including its methodology, assumptions, 
allocation of costs between customer categories and calculation of the proposed 
tariffs – it is not reasonably possible for members of the public to assess whether 



the tariffs are lawful, cost-reflective, non-discriminatory and compliant with the 
Electricity Regulation Act and the MFMA. 

5. In those circumstances, any “public participation” process that proceeds without 
providing the underlying cost of supply study is, in substance, defective and cannot 
be described as meaningful public participation as contemplated in the Municipal 
Systems Act, the MFMA and the constitutional duty to act in a procedurally fair and 
transparent manner when making decisions that materially affect the public. This 
approach is consistent with the Constitutional Court’s jurisprudence in, among 
others, Land Access Movement of South Africa and Others v Chairperson of the 
National Council of Provinces and Others (“LAMOSA”), which holds that public 
participation must be real and meaningful, and that truncated processes that do 
not afford the public adequate information and a reasonable opportunity to engage 
are inherently unreasonable. It is also aligned with the recent AfriForum NPC v 
National Energy Regulator of South Africa judgments of the Gauteng Division, which 
confirm that municipal electricity tariff processes must be supported by properly 
disclosed cost-of-supply studies and by procedurally fair, PAJA-compliant public 
consultation. 

6. By way of context, I note that the City of Cape Town has in its most recent budget 
cycle phased out its profit margin on electricity, moving towards cost-reflective 
tariffs. This reflects an acknowledgement that municipalities should not use 
electricity tariffs primarily as a profit centre, but rather as a means of recovering 
efficient costs in a fair and transparent way. 

7. In the early 2000s, agricultural producers in the Langeberg area requested that their 
electricity lines be transferred to the Municipality and that they become customers 
of Langeberg instead of Eskom. At that stage a gross profit margin of approximately 
4–5% was set. Over time, however, this position has degraded with steep increases, 
to the point where agriculture in Langeberg now struggles to compete with nearby 
areas such as Breede Valley Municipality, where tariff structures and margins are 
more favourable if sourced directly from Eskom. 

8. The current costs have become uncompetitive. This is effectively forcing many 
consumers, particularly in the agricultural and commercial sectors, to move to 
embedded solar generation because the cash-flow case for doing so is now strongly 
positive. While that may make individual financial sense, it will, over time, erode the 
Municipality’s electricity customer base and impede the long-term financial 
sustainability of Langeberg Municipality. In simple terms: pricing that is perceived 
as excessive or unfair accelerates the migration of good-paying customers off the 
grid. 

9. Furthermore, since 1 July 2024 the introduction of the new billing system, combined 
with a failure to consistently apply the Municipality’s own credit control policies, 
has led to a sharp increase in electricity losses, impairments of receivables and 



debt write-offs. These abnormal increases are not the result of higher underlying 
supply costs, but rather of billing and credit control failures. They therefore cannot 
legitimately be used to justify higher tariffs. If the Municipality has sufficient 
potential revenue but fails to bill and collect correctly, it is not equitable or rational 
to punish compliant consumers further to make up that shortfall. 

10. Against that background, I formally request that the current closing date for 
comments (5 December 2025 at 12:00) be extended and that the Municipality 
formally confirm in writing that the public participation period will run until at least 
five (5) working days after the full cost of supply study has been properly made 
available to the public (for example, by publishing it on the municipal website and 
making it available on request in electronic form). Without prejudice to my right to 
supplement these submissions once the cost of supply study is disclosed, my 
comment at this stage is that the proposed increase is already too high and, on the 
information presently available, should not be approved by NERSA. 

11. For the avoidance of doubt: until such time as the cost of supply study is made 
publicly available and a reasonable period for comment has run, the matter cannot 
lawfully or credibly be treated as having been “dealt with”, and any attempt to 
represent to NERSA or any other body that adequate public participation has 
occurred on the basis of a process where the underlying cost of supply study was 
withheld should expressly be discounted. 

12. I request that this letter, together with my previous correspondence requesting the 
cost of supply study, be placed on the official record of the tariff application 
process, be submitted together with the Municipality’s application to NERSA, and 
be circulated to the relevant internal officials (including the Manager: Revenue 
Services) without delay. 

13. I reserve all my rights, including the right to lodge a formal PAIA request in respect of 
the cost of supply study (to the extent not already done), to raise the absence of 
meaningful public participation directly with NERSA, and, if necessary, to challenge 
any approval of tariffs based on a process where the underlying cost of supply study 
was not made accessible. 

 

Yours sincerely, 

 

 

Cobus Bester 
16 Eben Dönges Ave, Robertson 
082 447 4113 
cobus@cboudit.co.za 



Covering Letter: Electricity Tariff Submission – Langeberg 
Municipality 
To 
The Municipal Manager 
Langeberg Municipality 

And 
The National Energy Regulator of South Africa (NERSA) 
Afriforum 

 

I hereby submit the attached “Submission on Proposed Electricity Tariff Increase – 
Langeberg Municipality” for consideration as part of the electricity tariff approval 
process. 

This submission must be read together with my prior correspondence, including: 

• My written request for access to the Cost of Supply study and for an extension of the 
public participation period, dated 1, 3 and 5 December 2025, addressed to the 
Municipal Manager; and 

• The related email correspondence confirming acknowledgment of receipt but 
failing to provide the requested Cost of Supply study, or any substantive 
response. 

To date, no response has been received to that correspondence. I was likewise not 
notified of any extended or renewed call for public comments, despite having formally 
engaged the Municipality within the original comment window and having expressly 
requested access to the underlying Cost of Supply study to enable meaningful 
participation. The extended call for public participation was also not even advertised in the 
local community newspaper, Standard Breederivier Gazette. 

This procedural history is material. The attached submission demonstrates that: 

• The proposed tariff increase is premised on a defective and outdated Cost of 
Supply study, which relies on incorrect assumptions, outdated Eskom tariff 
references, and improper cost attribution; 

• Electricity in Langeberg is structurally over-profitable on a normalised basis, and 
any apparent financial stress arises from governance failures (losses, billing 
inaccuracies, credit control breakdowns and capital underspending), not from 
insufficient tariffs; 



• The Municipality has conflated indigent support with bad debt write-offs, 
notwithstanding that indigent services are funded through the equitable share and 
may not lawfully be recovered again through electricity tariffs; 

• Electricity tariffs are being used, in effect, as a revenue-substitution mechanism, 
imposing a disproportionate burden on productive sectors — particularly 
agriculture — in a municipality with the lowest GDP per capita in the Cape 
Winelands District; and 

• The public participation process has been procedurally compromised, both by the 
failure to disclose the Cost of Supply study and by non-compliance with PAIA in 
respect of directly relevant records. The attached Cost of Supply Study is materially 
misleading to the public and Regulator in terms of its content. 

Breach of Trust and the LAMOSA Principle 

The concerns raised in the attached submission must also be understood in light of the 
broader breach of trust that arises when a municipality fails to act transparently, 
accountably, and in good faith in the exercise of its fiscal powers. Jurisprudence, including 
the LAMOSA line of cases, affirms that public authorities are custodians of public power 
and public resources, and that administrative and fiscal decisions must be exercised in a 
manner that preserves public confidence and trust. 

Where a municipality relies on incomplete or outdated information, withholds material 
records necessary for public participation, or uses tariffs as a substitute revenue 
mechanism rather than as cost-reflective service charges, it undermines the trust 
relationship between the municipality and the community it serves. In the present matter, 
the combination of defective cost-of-supply data, persistent PAIA non-compliance, and 
the apparent use of electricity tariffs to compensate for governance failures constitutes a 
systemic breach of that trust. 

Such a breach is not merely procedural. It has substantive implications for the lawfulness 
and rationality of the tariff decision itself, particularly where the economic burden is 
shifted onto less affluent communities and productive sectors without a transparent, 
evidence-based justification. 

Since April 2023, a pattern of conduct has emerged that has materially impaired 
meaningful public participation in matters relating to electricity tariffs and broader 
municipal governance. This includes repeated refusals of lawful and narrowly framed PAIA 
requests, notwithstanding findings by the Information Regulator that Langeberg 
Municipality failed to comply with the statutory requirements to limit access to 
information, resulting in the issuing of an enforcement notice. In parallel, substantive 
inputs made during budget, IDP, and related public participation processes have been 
acknowledged and formally recorded, but not actioned or responded to in any meaningful 
way. The Public Protector is furthermore investigating the Speaker’s refusal to allow lawful 
attendance and participation at council meetings during which the annual report was 
discussed and approved, despite such participation being mandated under the MFMA 



framework. Taken together, these facts demonstrate a systemic failure to treat public 
participation as a genuine decision-shaping process. In the context of LAMOSA, this 
constitutes a breakdown in the trust relationship required for lawful administrative action, 
with the result that the current tariff process cannot be said to satisfy the standard of 
meaningful, good-faith engagement required by law. The author is willing to provide further 
documentary evidence in support of these statements upon request. 

In these circumstances, it would be inappropriate and unlawful to proceed on the basis 
that meaningful public participation has occurred, or that the tariff proposal before NERSA 
is supported by a lawful, current, and cost-reflective evidentiary foundation. 

I therefore respectfully request that: 

1. This covering letter and the attached submission be formally placed on record as 
part of Langeberg Municipality’s electricity tariff application to NERSA; 

2. NERSA acknowledge receipt of this submission and confirm that its contents will 
be taken into account; and 

3. No approval be granted on the basis of the current defective Cost of Supply study, 
defective public participation or tariff application, for the reasons fully set out in the 
attached document. 

4. An investigation be launched as to the matters addressed in the submission and 
this letter. 

All rights are fully reserved. 

 

 

Yours sincerely, 

 

 

Cobus Bester 
 

Robertson 
cobus@cboudit.co.za 
082 447 4113 

8 January 2025 
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Submission on Proposed Electricity Tariff Increase – 
Langeberg Municipality 
1. Introduction and Standing 

This submission is made in response to the call for public participation on the proposed 
electricity tariff increase by Langeberg Municipality. The information contained herein is 
sourced from audited Annual Financial Statements (AFS), MFMA disclosures, and related 
governance records. The submission does not oppose cost‑reflective tariffs in principle; it 
challenges the factual basis, procedural integrity, and justification for the proposed 
increase in Langeberg Municipality. 

 

2. Legal and Governance Framework 

Electricity tariffs must comply with: 

• Municipal Systems Act, section 74 (fairness, equity, cost-reflectivity) 
• MFMA sections 18, 19, 62 and 71 (credible budgets, sound financial management) 
• NERSA Electricity Pricing Methodology 
• Constitutional principles of lawful, reasonable and procedurally fair administrative 

action 
• Meaningful public participation, which requires access to current and complete 

information 

Tariff principles in terms of section 74(2) of the Municipal Systems Act 

Section 74(2) of the Municipal Systems Act prescribes mandatory principles that must 
govern municipal tariffs. In particular, tariffs must: 

• be cost reflective, having regard to the cost of providing the service; 
• be fair and equitable; 
• not be used to generate excessive surpluses; 
• take into account the economic impact of the tariff on the community, including 

the effect on local economic activity and competitiveness. 

These principles are not discretionary. They establish substantive constraints on the use of 
tariffs as fiscal instruments. A tariff that materially exceeds the cost of providing the 
service, generates persistent and disproportionate surpluses, or is relied upon to fund 
unrelated municipal functions is inconsistent with section 74(2), irrespective of whether it 
has been procedurally adopted. 



Consistency with the Municipality’s Adopted Tariff Policy (2025/26) 

The Municipality’s Tariff Policy for 2025/26 expressly incorporates and operationalises the 
requirements of section 74 of the Municipal Systems Act. The Policy records that it is 
adopted “in terms of section 74 of the Local Government: Municipal Systems Act” and that 
it must give effect to the tariff principles contained therein. 

The Policy further provides that: 

• “Tariffs must reflect the total cost of services rendered.” 
• “The total cost of providing services includes direct and indirect operating costs, 

capital costs, maintenance, administration and overheads.” 

In relation to electricity as a trading service, the Policy recognises that Council may decide 
to generate a surplus, but only in a defined and transparent manner: 

• “Where Council decides to make a profit on the service, the profit will be added to 
the fixed and variable cost before tariffs are calculated.” 

This provision presupposes an explicit policy decision, quantified profit margins, and a 
cost base that is accurately measured. It does not authorise the generation of surplus 
through tolerated technical and non-technical losses, weak credit control, or the 
socialisation of avoidable impairments through tariffs. 

The Policy further states that: 

• “The amount payable by consumers must be in proportion to usage of the service.” 
• “Differentiation of tariffs must be based on infrastructure costs, volume usage, 

availability of services and service quality.” 

Persistently rising electricity tariffs in the face of declining service quality, escalating 
distribution losses and chronic capital underspending are therefore inconsistent with the 
Municipality’s own Tariff Policy, read together with section 74(2) of the Municipal Systems 
Act. 

 

3. Electricity Is Structurally Profitable 

Audited segmental reporting confirms that electricity (Energy Sources) has generated 
material operating surpluses over multiple years and is not a loss‑making service. 

 



4. Capital Expenditure Failure Undermines Tariff Credibility 

4.1 Electricity Capital Expenditure (Budget vs Actual) 
Financial 
Year Budgeted Capex (R million) Actual Capex (R million) 

% of Budget 
Spent 

2021/22 8.36 8.26 99% 
2022/23 12.34 11.59 94% 
2023/24 21.48 10.73 50% 

2024/25 17.89 14.30 80% 

4.2 Systemic Municipal Underspending  

Total municipal capital expenditure delivery has averaged approximately 68–73% of budget 
over several years, demonstrating structural weaknesses in planning and execution that 
undermine forward‑looking tariff assumptions.   

 

5. Electricity Losses, Credit Control and Cash Erosion 

5.1 Electricity Losses 

Audited disclosures show a pronounced deterioration in electricity distribution losses: 

Financial Year Electricity Loss % Loss Value (R million) 
2021/22 6.69% 41.9 
2022/23 3.93% 22.7 

2023/24 5.76% 39.4 
2024/25 16.89% 143.6 

The escalation to a 16.89% loss ratio in 2024/25 represents a systemic failure in network 
management, metering integrity, billing and credit control. Such losses are explicitly 
disclosed as not recoverable and therefore cannot be justified as legitimate cost inputs for 
tariff determination. In the 2019 financial year, the losses were a mere 2.84%. 

5.2 Cash Generated by Operations (Expanded) Cash Generated by 
Operations (Expanded) 

Audited cash-flow disclosures show a sustained deterioration in cash generated from 
operations, despite repeated electricity tariff increases: 

• 2021/22: R152.8 million 
• 2022/23: R111.5 million 
• 2023/24: R120.7 million 



• 2024/25: R51.6 million 

The sharp decline in 2024/25 is particularly concerning when viewed against the 
background of escalating electricity losses, rising impairments and bad debts, and 
significant underspending on capital budgets. This pattern demonstrates that liquidity 
pressure is not driven by inadequate tariff levels, but by operational leakage, credit-control 
failures, and weak execution of approved budgets. These losses can be tied back to a lack 
of application of debt control and the implementation of a new accounting system which 
has led to underbilling which is well documented by complaints. This was also reported 
numerous times by IUB which reviews some of the consumers’ accounts in Langeberg. 

 

5.3 Anticipated Counter-Argument: Electricity Capital Backlog 

It may be argued that the proposed tariff increase is necessary because of a backlog in 
electricity infrastructure renewal and expansion. If a genuine backlog exists, it 
strengthens—not weakens—the case for credible, ring-fenced, cost-reflective planning. 
However, the audited record shows repeated underspending against approved capital 
budgets, which indicates that the binding constraint is not only the tariff level but also 
execution capacity, procurement readiness, and project management. 

Accordingly: 

• A tariff increase cannot be justified on the basis of a “backlog” where the 
Municipality has consistently failed to implement its own approved electricity (and 
broader) capital budgets and spending targets per the submissions to NERSA. 

• Any backlog claim must be supported by a current and itemised asset 
management and refurbishment plan, including asset-condition assessments, 
quantified backlog (R value), prioritised projects, timelines, and measurable 
service-level outcomes. 

• Where electricity is generating material surpluses, those surpluses should 
demonstrably translate into reinvestment in the network and reductions in 
technical and non-technical losses. If not, the tariff proposal risks becoming a 
revenue instrument rather than a service-charge aligned to delivery. 

• In future, electricity profits should be ringfenced and held in a separate account. 

The Municipality should therefore be required to publish, alongside the tariff proposal, a 
time-bound electricity infrastructure programme with quarterly milestones and reporting 
against delivery (budget vs actual), so that any “backlog” justification can be tested against 
implementation. 

5.4 Local Economic Context and Affordability 

Tariff setting cannot be divorced from the underlying economic capacity of the community. 
Official economic data published for the Cape Winelands District demonstrates that 



Langeberg Municipality has the lowest gross domestic product per capita (GDPR per 
capita) of all local municipalities within the Cape Winelands District, indicating the 
least affluent local economic and revenue base. 

In 2022, Langeberg’s real GDPR per capita was approximately R76,679, compared to an 
average GDPR per capita of approximately R93,873 for the Cape Winelands District as a 
whole. This differential confirms that Langeberg households, farms and businesses 
operate with materially lower average income and economic resilience than those in 
neighbouring municipalities such as Stellenbosch, Drakenstein and Breede Valley. 

Uniform or above-inflation electricity tariff increases therefore have a disproportionately 
severe affordability impact in Langeberg relative to the rest of the district. 

In this context, repeated above-inflation electricity tariff increases directly undermine 
affordability, local competitiveness and business viability, particularly in an agricultural 
economy where electricity is a critical production input and margins are highly sensitive to 
administered prices. 

6. Normalised Electricity Surplus (Expanded) 

For the purposes of this submission, a normative benchmark has been applied to assess 
the electricity function’s financial performance. In this context, normative refers to 
performance levels that are demonstrably achievable under proper governance and 
network management, based on the Municipality’s own historical results and conservative 
industry standards. 

The benchmarks applied are: 

• Electricity losses capped at 3% of system input, which is supported by 
Langeberg’s own audited performance in 2019, when electricity distribution losses 
were recorded at 2.84%. 

• Electricity collection at the recorded levels in the segment reporting, which is 
reasonable, conservative, and historically demonstrated in a predominantly 
agricultural municipality where electricity is a critical production input and payment 
discipline is structurally stronger than the national average. This benchmark is more 
than supported by the collection rate of 100% demonstrated in the s71 reports of 
June 2021 and June 2022. Debt collection rates below 98% should be thoroughly 
investigated and reported on. 

Applying these normative benchmarks, the normalised electricity surplus is estimated as 
follows: 

• 2020/21: ~R91 million 
• 2021/22: ~R113 million 
• 2022/23: ~R62 million 
• 2023/24: ~R74 million 



• 2024/25: ~R180 million 

These figures represent the surplus that would reasonably have been achieved had 
electricity losses, billing accuracy and credit control been managed within levels already 
proven achievable by the Municipality itself. 

7. Electricity vs Property Rates (Expanded) 
Financial Year Normalised Electricity Surplus Property Rates (Gross) 
2020/21 ~R91 m R59.5 m 
2021/22 ~R113 m R92.8 m 
2022/23 ~R62 m R96.6 m 
2023/24 ~R74 m R101.2 m 
2024/25 ~R180 m R108.4 m 

Electricity therefore functions as a fiscal pillar comparable to, and in most recent years 
exceeding, property rates after all costs. This exposes a possible conflict with section 229 
of the Constitution whereby an additional unauthorised electricity “tax” became the 
dominant funding of Langeberg Municipality. 

 

8. Conflation of Indigent Support and Bad Debt Write-offs 

Langeberg Municipality intentionally conflates the implementation of indigent support with 
the recognition of bad debt write-offs. It is well documented in the Municipality’s own 
section 71 reports that significant debt write-offs are routinely attributed to the 
commencement or revision of indigent cycles. This framing is conceptually and legally 
flawed. 

The provision of basic services to indigent households is a planned and targeted policy 
intervention, funded primarily through the equitable share transferred by National 
Treasury. Indigent support is intended to operate ex ante, through free basic services, 
rebates, or structured subsidies applied to qualifying households in accordance with an 
adopted indigent policy. It is not intended to manifest retrospectively through the billing of 
services, followed by non-collection and subsequent write-off of debt. 

To the extent that debt write-offs are attributed to indigent households, such amounts are 
already compensated for through the equitable share and may not lawfully be recovered 
again through electricity tariffs. Including these write-offs in the electricity cost base 
therefore results in double recovery and improperly inflates the tariff under the guise of 
cost-reflectivity. 

Accordingly, a material portion of the so-called “bad debts written off” and impairments 
relied upon by the Municipality must be disregarded for tariff-setting purposes, as they do 
not represent the efficient or legitimate cost of providing electricity services. 



The Municipality’s persistent refusal to provide disaggregated information distinguishing 
indigent accounts from non-indigent debt, as detailed in Section 13 (PAIA Compliance 
Failures and Procedural Unfairness) of this submission, further frustrates proper scrutiny 
and undermines meaningful public participation. 

 

9. Comparative Governance Context 

Reference is made to the City of Cape Town’s recent budgetary approach, which explicitly 
acknowledges the risks of using electricity as a revenue engine and signals a shift towards 
cost-based recovery and reduced cross-subsidisation. The Breede Valley Municipality, 
which has a comparable total electricity usage (about 10-20% less), had a gross margin 
((sales -bulk purchases) / bulk purchases expressed as a percentage) for electricity of 
~19% for the year to 30 June 2025. Langeberg Municipality’s normalised sales margin for 
the same period was ~34% for 2025, after adding back the extraordinary electricity losses 
to sales and then calculating the comparative amount at a more acceptable 3% loss ratio. 

 

10. Evaluation of the Current Defective Cost of Supply Study 

10.1 Structural Misattribution of Domestic Electricity Costs 

The Cost of Supply (COS) study concludes that domestic consumers receive electricity at 
below cost. This conclusion is difficult to reconcile with the structure of current domestic 
tariffs, particularly in the context of widespread prepaid metering. At prevailing tariffs — 
with upper domestic blocks of R4.1567 per kWh — electricity supplied through prepaid 
meters cannot, as a matter of fact, result in a loss at the point of sale, as payment is 
received in advance and no collection risk exists. 

The only plausible explanations for the apparent “below-cost” outcome are therefore 
structural rather than transactional. Either indigent households and free basic electricity 
volumes are being included within the domestic customer class without proper offset 
against the equitable share, or electricity losses and impairments — arising from factors 
such as tampering, illegal connections, metering inaccuracies, or delayed credit control — 
are being attributed to the domestic category as a whole. 

These factors do not constitute the efficient cost of supplying electricity. They reflect 
governance, enforcement and data-classification failures that should be addressed 
directly through loss-reduction measures, metering integrity, and proper indigent policy 
implementation, rather than being absorbed into tariff calculations. This is also not 
reflected in the audited outcomes. 

To the extent that such losses or subsidies are blended into the domestic cost base, the 
resulting conclusion that electricity is sold at a loss is artificial and misleading. It implies 



that cross-subsidisation from other customer classes is required, when in fact the 
underlying issue is the inappropriate attribution of non-supply costs. 

In the absence of a clear disaggregation between prepaid domestic consumption, indigent 
subsidies funded by the equitable share, and avoidable non-technical losses, the entire 
basis of the Cost of Supply study becomes questionable. At minimum, this necessitates a 
re-evaluation of the Cost of Supply study using current data, proper customer 
segmentation, and explicit treatment of indigent support and losses, before any tariff 
increase can be considered lawful or cost-reflective. 

10.2 Reliance on Outdated and Factually Incorrect Assumptions 

The COS study further records an Eskom proposed tariff increase of 12%, which is no 
longer current or correct. Eskom tariff determinations are updated annually and are 
subject to NERSA approval; reliance on outdated proposed increases materially 
undermines the relevance and reliability of the study for the current tariff-setting process. 

In addition, the COS study is signed by M. Shude, who tragically passed away in a fatal 
motor vehicle accident in December 2024. While this is noted with respect, it underscores 
that the study has not been updated, reviewed, or reaffirmed by its author or the 
Municipality in light of subsequent financial years, audited outcomes, and materially 
changed circumstances. 

Taken together, these factors confirm that the COS study is not current, does not reflect 
the Municipality’s latest audited financial data, loss profiles, or tariff environment, Eskom 
bulk supply tariffs, and therefore cannot lawfully or rationally be relied upon as the basis 
for the proposed electricity tariff increase. It also fails to assess, model or analyse the 
ability of consumers to absorb an increase in tariffs.  

 

11. Agricultural Sector Impact and Implicit Double Taxation 

The agricultural sector constitutes a cornerstone of the Langeberg local economy, both in 
terms of employment and economic output. This sector already contributes to municipal 
finances through property rates, levied on agricultural land as part of its formal 
participation in the municipal fiscal framework. 

However, unlike urban residential and commercial users, agricultural enterprises receive 
few, if any, direct municipal services in return for these rates. Core services such as 
housing, internal roads, sanitation, refuse handling, and social infrastructure for farm 
residents and workers are privately provided and maintained by farmers themselves, 
without financial support or subsidy from the Municipality. 

Electricity therefore represents the primary — and in many cases the only — direct 
municipal service consumed by the agricultural sector. Imposing above-cost or revenue-



generating electricity tariffs on this sector effectively results in a second, implicit tax, 
layered on top of property rates, without a commensurate increase in service delivery. 

This structure is economically distortive. It disproportionately burdens a sector that: 

• already internalises service-delivery costs ordinarily borne by municipalities; 
• operates on tight margins and is highly sensitive to administered input costs; 
• underpins employment and downstream economic activity in Langeberg. 

Using electricity tariffs as a fiscal instrument in this context penalises productive 
economic activity, discourages investment, accelerates self-generation and grid 
defection, and ultimately erodes the Municipality’s own revenue base. The cumulative 
effect is to deter economic growth in precisely the sector least able to absorb additional 
quasi-taxation. 

This outcome is incompatible with section 74(2) of the Municipal Systems Act, which 
requires tariffs to consider the economic impact on the community and prohibits their 
use as instruments to generate excessive or cross-subsidising surpluses. According to the 
data in the cost study, this impacts 48% of usage. 

 

12. Substitution Risk and Grid Defection 

Persistently high electricity tariffs, combined with network under‑investment and supply 
constraints, accelerate customer substitution through rooftop solar and self‑generation, 
shrinking sales volumes and creating a self‑reinforcing tariff spiral. 

 

13. PAIA Compliance Failures and Procedural Unfairness 

A request in terms of the Promotion of Access to Information Act, 2000 (PAIA) was 
submitted on 4 August 2025, seeking records directly relevant to electricity losses, credit 
control, disconnections, billing accuracy, and the implementation of the Municipality’s 
Credit Control and Debt Collection Policy. 

The statutory 30-day period elapsed without a decision, rendering the request deemed 
refused. An internal appeal was duly lodged on 5 September 2025. No decision was 
issued on the appeal, and the appeal was not tabled before Council, despite Council 
being the designated appeal authority in terms of PAIA. 

The records sought—set out in detail in the attached PAIA request—are directly relevant to 
the issues raised in this tariff consultation, including electricity losses, selective 
enforcement of disconnections, and credit-control failures. The Municipality’s failure to 
process the request and appeal lawfully has the following consequences: 



• It frustrates the right of access to information protected by section 32 of the 
Constitution and PAIA. 

• It undermines meaningful public participation by withholding information essential 
to evaluating the tariff proposal. 

• It renders the tariff consultation procedurally unfair, as participants are denied 
access to current and relevant records. 

In these circumstances, proceeding with a tariff increase while the Municipality remains in 
material non-compliance with PAIA exposes the decision to review and oversight 
intervention. 

 

14. Conclusion and Requests 

On the Municipality’s own audited figures, the proposed electricity tariff increase is not 
justified as cost‑reflective. It operates as revenue substitution for failures in loss control, 
credit management, and capital execution, and is based on a Cost of Supply study that is 
demonstrably outdated and defective. 

The Municipality is requested to: 

1. Withdraw the proposed electricity tariff increase in its current form. 
2. Publish an updated cost‑of‑supply study based on current audited figures, proper 

customer segmentation, and explicit treatment of indigent support and losses. 
3. Disclose a ring‑fenced electricity reinvestment and loss‑reduction plan, with 

time‑bound milestones and reporting. 
4. Rectify PAIA compliance failures and enable meaningful public participation by 

releasing the requested records. 
5. Re‑engage in a lawful consultation process once these steps are completed. 

Requests directed to the National Energy Regulator of South Africa (NERSA): 

In light of the material defects identified in this submission, NERSA is respectfully 
requested to: 

6. Disregard the attached Cost of Supply study for purposes of tariff approval, on 
the basis that it is outdated, relies on factually incorrect assumptions, and does not 
reflect current audited financial data or loss profiles. 

7. Decline or invalidate the requested electricity tariff increase submitted by 
Langeberg Municipality, as it is not supported by a lawful, current, and 
cost‑reflective cost‑of‑supply determination. 

8. Acknowledge receipt of this submission and confirm that its contents will be 
taken into account in any assessment or decision relating to the Municipality’s 
electricity tariffs. 



9. Where appropriate, require the Municipality to submit a revised Cost of Supply 
study that complies with NERSA’s Electricity Pricing Methodology, properly 
disaggregates customer classes, and excludes non‑supply costs such as avoidable 
losses, impairments, and double‑funded indigent subsidies. 

These steps are necessary to ensure compliance with section 74 of the Municipal Systems 
Act, the MFMA, and NERSA’s mandate to protect consumers against unjustified tariff 
increases while ensuring efficient and sustainable electricity supply. 



ANNEXURE PACK (EXTRACTS) 

Electricity Tariff Submission – Langeberg Municipality 
This annexure pack consists solely of targeted extracts and screenshots taken from audited 

annual financial statements, Section 71 MFMA reports, and official municipal records. The 

annexures are limited to those portions directly relevant to the electricity tariff 

determination. Full source documents are publicly available and can be provided upon 

request. 

  



Annexure Index 

1. Annexure A – Electricity Financial Performance (Segmental Analysis Extracts) 

2. Annexure B – Capital Expenditure: Budget vs Actual (Electricity and Infrastructure) 

3. Annexure C – Electricity Losses and Collection Rates 

4. Annexure D – Bad Debts, Impairments and Indigent Cycle Evidence 

5. Annexure E – PAIA request for electricity related information which was refused  

6. Annexure F – Mathematical workings used to calculate normalised profit in section 7 

  



Annexure A – Electricity Financial Performance (Segmental Analysis) 

Extracts showing electricity revenue, expenditure and surplus on a segmental basis. 

 

 



 

 



 

Source: Audited Annual Financial Statements 

  



Annexure B – Capital Expenditure: Budget vs Actual 

Extracts evidencing chronic under-execution of capital budgets, including electricity 

infrastructure. 

 



 

Source: Audited Annual Financial Statements  

  



Annexure C – Electricity Losses and Collection Rates 

Extracts evidencing historic low electricity losses and consistently high collection rates. 

 

Source: Audited Annual Financial Statements  

 



 

Source: Section 71 MFMA report June 2022 

 

Source: Section 71 MFMA report June 2021 

  



Annexure D – Bad Debts, Impairments and Indigent Cycle 

Extracts demonstrating the linkage between electricity losses, bad debt write-offs and the 

indigent cycle, and the improper attribution of these costs to electricity tariffs. 

 

 

Source: 30 June 2025 Audited Annual Financial Statements  



 

 

 

Source: 30 June 2023 Audited Annual Financial Statements  

 



 



 

Source: 30 June 2021 Audited Annual Financial Statements  



 

Source: Section 71 MFMA report December 2024 

 

  



Annexure E – PAIA request for electricity related information which was 

refused 

The full text of the PAIA request follows: 

 



 



 



 



 

  



Annexure F – Mathematical workings used to calculate normalised profit in 

section 7 

 

A. Basis and benchmark applied 

A single, conservative benchmark of 3.00% electricity losses is applied, consistent with 

Section 6 and Section 7 of the submission. This benchmark is demonstrably achievable and 

supported by the Municipality’s own audited history. 

Only the avoidable portion of losses above 3.00% is added back. Losses are not assumed 

to be zero. 

 

B. Method (loss normalisation) 

The audited schedule provides both the value of electricity losses and the loss 

percentage for each year. Losses are normalised to the 3.00% benchmark using the 

following proportional method. 

Step B1 — Benchmark loss value 

For each year: 

Benchmark loss value 

= Actual loss value × (3.00% ÷ Actual loss %) 

Step B2 — Avoidable loss (add-back) 

Avoidable loss (add-back) 

= Actual loss value − Benchmark loss value 

This ensures the normalisation reflects losses reduced to 3.00%, not losses reduced to 

zero. 

 

C. Full normalisation formula 

For each year: 

Normalised electricity surplus 

= Reported electricity surplus (Energy Sources) 

• Avoidable loss (add-back to 3.00% benchmark) 

• Impairment losses (receivables) under energy sources 



• Depreciation & amortisation included under energy sources 

• Impairment losses on PPE under energy sources 

Notes: 

• Brackets indicate negative amounts per the audited schedule (e.g. reversals). 

• Depreciation and PPE impairments are added back as non-cash charges, 

highlighting the lack of capital renewal despite tariff increases. 

 

D. Full workings tables 

D1. Loss normalisation workings (losses capped at 3.00%) 

Financial 

year 

Actual loss 

% 

Actual loss 

value (R) 

Benchmark loss value 

@ 3.00% (R) 

Avoidable loss 

add-back @ 3.00% (R) 

2021 5.0009% 20 874 970 12 522 607 8 352 363 

2022 6.6912% 41 931 747 18 800 043 23 131 704 

2023 3.9314% 22 674 167 17 302 274 5 371 893 

2024 5.7559% 39 437 574 20 554 928 18 882 646 

2025 16.8901% 143 557 712 25 498 616 118 059 096 

 

  



D2. Normalised electricity surplus workings (losses capped at 3.00%) 

Financial 

year 

A. 

Reported 

electricity 

surplus 

(R) 

B. 

Avoidable 

loss 

add-back 

@ 3.00% 

(R) 

C. + 

Receivable 

impairments 

(R) 

D. + 

Depreciation 

& 

amortisation 

(R) 

E. + PPE 

impairments 

(R) 

F. 

Normalised 

electricity 

surplus (R) 

2021 
68 149 

150 
8 352 363 4 738 213 4 665 894 4 977 732 90 883 352 

2022 
80 821 

079 

23 131 

704 
2 025 490 5 218 991 1 684 647 

112 882 

911 

2023 
52 810 

043 
5 371 893 (223 383) 5 676 282 (1 384 564) 62 250 271 

2024 
45 438 

414 

18 882 

646 
3 670 725 6 463 157 0 74 454 942 

2025 
39 874 

518 

118 059 

096 
16 145 216 6 570 575 0 

180 649 

405 

 

E. Link to Section 7 

The normalised electricity surplus calculated above is used in Section 7 to compare 

electricity’s fiscal contribution against property rates revenue and to assess whether the 

proposed tariff increase is genuinely cost-reflective or compensates for governance, 

loss-control and capital-execution failures. 
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Robertson Sakekamer 

 

 

 

 

Submission on Proposed Electricity Tariff Increase – 
Langeberg Municipality 
1. Introduction and Standing 

This submission is made in response to the call for public participation on the proposed 
electricity tariff increase by Langeberg Municipality. The information contained herein is 
sourced from audited Annual Financial Statements (AFS), MFMA disclosures, and 
related governance records. The submission does not oppose cost‑reflective tariffs in 
principle; it challenges the factual basis, procedural integrity, and justification for the 
proposed increase in Langeberg Municipality. 

 

2. Legal and Governance Framework 

Electricity tariffs must comply with: 

• Municipal Systems Act, section 74 (fairness, equity, cost-reflectivity) 
• MFMA sections 18, 19, 62 and 71 (credible budgets, sound financial 

management) 
• NERSA Electricity Pricing Methodology 
• Constitutional principles of lawful, reasonable and procedurally fair 

administrative action 
• Meaningful public participation, which requires access to current and complete 

information 

Tariff principles in terms of section 74(2) of the Municipal Systems Act 

Section 74(2) of the Municipal Systems Act prescribes mandatory principles that must 
govern municipal tariffs. In particular, tariffs must: 

• be cost reflective, having regard to the cost of providing the service; 
• be fair and equitable; 
• not be used to generate excessive surpluses; 
• take into account the economic impact of the tariff on the community, 

including the effect on local economic activity and competitiveness. 

Hdkoker
Text Box
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These principles are not discretionary. They establish substantive constraints on the 
use of tariffs as fiscal instruments. A tariff that materially exceeds the cost of providing 
the service, generates persistent and disproportionate surpluses, or is relied upon to 
fund unrelated municipal functions is inconsistent with section 74(2), irrespective of 
whether it has been procedurally adopted. 

Consistency with the Municipality’s Adopted Tariff Policy (2025/26) 

The Municipality’s Tariff Policy for 2025/26 expressly incorporates and operationalises 
the requirements of section 74 of the Municipal Systems Act. The Policy records that it 
is adopted “in terms of section 74 of the Local Government: Municipal Systems Act” 
and that it must give effect to the tariff principles contained therein. 

The Policy further provides that: 

• “Tariffs must reflect the total cost of services rendered.” 
• “The total cost of providing services includes direct and indirect operating costs, 

capital costs, maintenance, administration and overheads.” 

In relation to electricity as a trading service, the Policy recognises that Council may 
decide to generate a surplus, but only in a defined and transparent manner: 

• “Where Council decides to make a profit on the service, the profit will be added 
to the fixed and variable cost before tariffs are calculated.” 

This provision presupposes an explicit policy decision, quantified profit margins, and a 
cost base that is accurately measured. It does not authorise the generation of surplus 
through tolerated technical and non-technical losses, weak credit control, or the 
socialisation of avoidable impairments through tariffs. 

The Policy further states that: 

• “The amount payable by consumers must be in proportion to usage of the 
service.” 

• “Differentiation of tariffs must be based on infrastructure costs, volume usage, 
availability of services and service quality.” 

Persistently rising electricity tariffs in the face of declining service quality, escalating 
distribution losses and chronic capital underspending are therefore inconsistent with 
the Municipality’s own Tariff Policy, read together with section 74(2) of the Municipal 
Systems Act. 

 

3. Electricity Is Structurally Profitable 

Audited segmental reporting confirms that electricity (Energy Sources) has generated 
material operating surpluses over multiple years and is not a loss‑making service. 
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4. Capital Expenditure Failure Undermines Tariff Credibility 

4.1 Electricity Capital Expenditure (Budget vs Actual) 

Financial 
Year 

Budgeted Capex (R 
million) 

Actual Capex (R 
million) 

% of Budget 
Spent 

2021/22 8.36 8.26 99% 

2022/23 12.34 11.59 94% 
2023/24 21.48 10.73 50% 
2024/25 17.89 14.30 80% 

4.2 Systemic Municipal Underspending  

Total municipal capital expenditure delivery has averaged approximately 68–73% of 
budget over several years, demonstrating structural weaknesses in planning and 
execution that undermine forward‑looking tariff assumptions.   

 

5. Electricity Losses, Credit Control and Cash Erosion 

5.1 Electricity Losses 

Audited disclosures show a pronounced deterioration in electricity distribution losses: 

Financial Year Electricity Loss % Loss Value (R million) 
2021/22 6.69% 41.9 
2022/23 3.93% 22.7 
2023/24 5.76% 39.4 
2024/25 16.89% 143.6 

The escalation to a 16.89% loss ratio in 2024/25 represents a systemic failure in 
network management, metering integrity, billing and credit control. Such losses are 
explicitly disclosed as not recoverable and therefore cannot be justified as legitimate 
cost inputs for tariff determination. In the 2019 financial year, the losses were a mere 
2.84%. 

5.2 Cash Generated by Operations (Expanded) Cash Generated by 
Operations (Expanded) 

Audited cash-flow disclosures show a sustained deterioration in cash generated from 
operations, despite repeated electricity tariff increases: 

• 2021/22: R152.8 million 
• 2022/23: R111.5 million 
• 2023/24: R120.7 million 
• 2024/25: R51.6 million 
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The sharp decline in 2024/25 is particularly concerning when viewed against the 
background of escalating electricity losses, rising impairments and bad debts, and 
significant underspending on capital budgets. This pattern demonstrates that liquidity 
pressure is not driven by inadequate tariff levels, but by operational leakage, credit-
control failures, and weak execution of approved budgets. These losses can be tied 
back to a lack of application of debt control and the implementation of a new 
accounting system which has led to underbilling which is well documented by 
complaints. This was also reported numerous times by IUB which reviews some of the 
consumers’ accounts in Langeberg. 

 

5.3 Anticipated Counter-Argument: Electricity Capital Backlog 

It may be argued that the proposed tariff increase is necessary because of a backlog in 
electricity infrastructure renewal and expansion. If a genuine backlog exists, it 
strengthens—not weakens—the case for credible, ring-fenced, cost-reflective 
planning. However, the audited record shows repeated underspending against 
approved capital budgets, which indicates that the binding constraint is not only the 
tariff level but also execution capacity, procurement readiness, and project 
management. 

Accordingly: 

• A tariff increase cannot be justified on the basis of a “backlog” where the 
Municipality has consistently failed to implement its own approved electricity 
(and broader) capital budgets and spending targets per the submissions to 
NERSA. 

• Any backlog claim must be supported by a current and itemised asset 
management and refurbishment plan, including asset-condition assessments, 
quantified backlog (R value), prioritised projects, timelines, and measurable 
service-level outcomes. 

• Where electricity is generating material surpluses, those surpluses should 
demonstrably translate into reinvestment in the network and reductions in 
technical and non-technical losses. If not, the tariff proposal risks becoming a 
revenue instrument rather than a service-charge aligned to delivery. 

• In future, electricity profits should be ringfenced and held in a separate account. 

The Municipality should therefore be required to publish, alongside the tariff proposal, a 
time-bound electricity infrastructure programme with quarterly milestones and 
reporting against delivery (budget vs actual), so that any “backlog” justification can be 
tested against implementation. 

5.4 Local Economic Context and Affordability 

Tariff setting cannot be divorced from the underlying economic capacity of the 
community. Official economic data published for the Cape Winelands District 
demonstrates that Langeberg Municipality has the lowest gross domestic product 
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per capita (GDPR per capita) of all local municipalities within the Cape Winelands 
District, indicating the least affluent local economic and revenue base. 

In 2022, Langeberg’s real GDPR per capita was approximately R76,679, compared to an 
average GDPR per capita of approximately R93,873 for the Cape Winelands District as a 
whole. This differential confirms that Langeberg households, farms and businesses 
operate with materially lower average income and economic resilience than those in 
neighbouring municipalities such as Stellenbosch, Drakenstein and Breede Valley. 

Uniform or above-inflation electricity tariff increases therefore have a 
disproportionately severe affordability impact in Langeberg relative to the rest of the 
district. 

In this context, repeated above-inflation electricity tariff increases directly undermine 
affordability, local competitiveness and business viability, particularly in an agricultural 
economy where electricity is a critical production input and margins are highly sensitive 
to administered prices. 

6. Normalised Electricity Surplus (Expanded) 

For the purposes of this submission, a normative benchmark has been applied to 
assess the electricity function’s financial performance. In this context, normative refers 
to performance levels that are demonstrably achievable under proper governance and 
network management, based on the Municipality’s own historical results and 
conservative industry standards. 

The benchmarks applied are: 

• Electricity losses capped at 3% of system input, which is supported by 
Langeberg’s own audited performance in 2019, when electricity distribution 
losses were recorded at 2.84%. 

• Electricity collection at the recorded levels in the segment reporting, which 
is reasonable, conservative, and historically demonstrated in a predominantly 
agricultural municipality where electricity is a critical production input and 
payment discipline is structurally stronger than the national average. This 
benchmark is more than supported by the collection rate of 100% demonstrated 
in the s71 reports of June 2021 and June 2022. Debt collection rates below 98% 
should be thoroughly investigated and reported on. 

Applying these normative benchmarks, the normalised electricity surplus is estimated 
as follows: 

• 2020/21: ~R91 million 
• 2021/22: ~R113 million 
• 2022/23: ~R62 million 
• 2023/24: ~R74 million 
• 2024/25: ~R180 million 
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These figures represent the surplus that would reasonably have been achieved had 
electricity losses, billing accuracy and credit control been managed within levels 
already proven achievable by the Municipality itself. 

7. Electricity vs Property Rates (Expanded) 
Financial Year Normalised Electricity Surplus Property Rates (Gross) 
2020/21 ~R91 m R59.5 m 
2021/22 ~R113 m R92.8 m 
2022/23 ~R62 m R96.6 m 
2023/24 ~R74 m R101.2 m 

2024/25 ~R180 m R108.4 m 

Electricity therefore functions as a fiscal pillar comparable to, and in most recent years 
exceeding, property rates after all costs. This exposes a possible conflict with section 
229 of the Constitution whereby an additional unauthorised electricity “tax” became 
the dominant funding of Langeberg Municipality. 

 

8. Conflation of Indigent Support and Bad Debt Write-offs 

Langeberg Municipality intentionally conflates the implementation of indigent support 
with the recognition of bad debt write-offs. It is well documented in the Municipality’s 
own section 71 reports that significant debt write-offs are routinely attributed to the 
commencement or revision of indigent cycles. This framing is conceptually and legally 
flawed. 

The provision of basic services to indigent households is a planned and targeted policy 
intervention, funded primarily through the equitable share transferred by National 
Treasury. Indigent support is intended to operate ex ante, through free basic services, 
rebates, or structured subsidies applied to qualifying households in accordance with 
an adopted indigent policy. It is not intended to manifest retrospectively through the 
billing of services, followed by non-collection and subsequent write-off of debt. 

To the extent that debt write-offs are attributed to indigent households, such amounts 
are already compensated for through the equitable share and may not lawfully be 
recovered again through electricity tariffs. Including these write-offs in the electricity 
cost base therefore results in double recovery and improperly inflates the tariff under 
the guise of cost-reflectivity. 

Accordingly, a material portion of the so-called “bad debts written off” and 
impairments relied upon by the Municipality must be disregarded for tariff-setting 
purposes, as they do not represent the efficient or legitimate cost of providing 
electricity services. 

The Municipality’s persistent refusal to provide disaggregated information 
distinguishing indigent accounts from non-indigent debt further frustrates proper 
scrutiny and undermines meaningful public participation. 
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9. Comparative Governance Context 

Reference is made to the City of Cape Town’s recent budgetary approach, which 
explicitly acknowledges the risks of using electricity as a revenue engine and signals a 
shift towards cost-based recovery and reduced cross-subsidisation. The Breede Valley 
Municipality, which has a comparable total electricity usage (about 10-20% less), had a 
gross margin ((sales -bulk purchases) / bulk purchases expressed as a percentage) for 
electricity of ~19% for the year to 30 June 2025. Langeberg Municipality’s normalised 
sales margin for the same period was ~34% for 2025, after adding back the 
extraordinary electricity losses to sales and then calculating the comparative amount 
at a more acceptable 3% loss ratio. 

 

10. Evaluation of the Current Defective Cost of Supply Study 

10.1 Structural Misattribution of Domestic Electricity Costs 

The Cost of Supply (COS) study concludes that domestic consumers receive electricity 
at below cost. This conclusion is difficult to reconcile with the structure of current 
domestic tariffs, particularly in the context of widespread prepaid metering. At 
prevailing tariffs — with upper domestic blocks of R4.1567 per kWh — electricity 
supplied through prepaid meters cannot, as a matter of fact, result in a loss at the point 
of sale, as payment is received in advance and no collection risk exists. 

The only plausible explanations for the apparent “below-cost” outcome are therefore 
structural rather than transactional. Either indigent households and free basic 
electricity volumes are being included within the domestic customer class without 
proper offset against the equitable share, or electricity losses and impairments — 
arising from factors such as tampering, illegal connections, metering inaccuracies, or 
delayed credit control — are being attributed to the domestic category as a whole. 

These factors do not constitute the efficient cost of supplying electricity. They reflect 
governance, enforcement and data-classification failures that should be addressed 
directly through loss-reduction measures, metering integrity, and proper indigent policy 
implementation, rather than being absorbed into tariff calculations. This is also not 
reflected in the audited outcomes. 

To the extent that such losses or subsidies are blended into the domestic cost base, the 
resulting conclusion that electricity is sold at a loss is artificial and misleading. It 
implies that cross-subsidisation from other customer classes is required, when in fact 
the underlying issue is the inappropriate attribution of non-supply costs. 

In the absence of a clear disaggregation between prepaid domestic consumption, 
indigent subsidies funded by the equitable share, and avoidable non-technical losses, 
the entire basis of the Cost of Supply study becomes questionable. At minimum, this 
necessitates a re-evaluation of the Cost of Supply study using current data, proper 
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customer segmentation, and explicit treatment of indigent support and losses, 
before any tariff increase can be considered lawful or cost-reflective. 

10.2 Reliance on Outdated and Factually Incorrect Assumptions 

The COS study further records an Eskom proposed tariff increase of 12%, which is no 
longer current or correct. Eskom tariff determinations are updated annually and are 
subject to NERSA approval; reliance on outdated proposed increases materially 
undermines the relevance and reliability of the study for the current tariff-setting 
process. 

In addition, the COS study is signed by M. Shude, who tragically passed away in a fatal 
motor vehicle accident in December 2024. While this is noted with respect, it 
underscores that the study has not been updated, reviewed, or reaffirmed by its author 
or the Municipality in light of subsequent financial years, audited outcomes, and 
materially changed circumstances. 

Taken together, these factors confirm that the COS study is not current, does not 
reflect the Municipality’s latest audited financial data, loss profiles, or tariff 
environment, Eskom bulk supply tariffs, and therefore cannot lawfully or rationally be 
relied upon as the basis for the proposed electricity tariff increase. It also fails to 
assess, model or analyse the ability of consumers to absorb an increase in tariffs.  

 

11. Agricultural Sector Impact and Implicit Double Taxation 

The agricultural sector constitutes a cornerstone of the Langeberg local economy, both 
in terms of employment and economic output. This sector already contributes to 
municipal finances through property rates, levied on agricultural land as part of its 
formal participation in the municipal fiscal framework. 

However, unlike urban residential and commercial users, agricultural enterprises 
receive few, if any, direct municipal services in return for these rates. Core services 
such as housing, internal roads, sanitation, refuse handling, and social infrastructure 
for farm residents and workers are privately provided and maintained by farmers 
themselves, without financial support or subsidy from the Municipality. 

Electricity therefore represents the primary — and in many cases the only — direct 
municipal service consumed by the agricultural sector. Imposing above-cost or 
revenue-generating electricity tariffs on this sector effectively results in a second, 
implicit tax, layered on top of property rates, without a commensurate increase in 
service delivery. 

This structure is economically distortive. It disproportionately burdens a sector that: 

• already internalises service-delivery costs ordinarily borne by municipalities; 
• operates on tight margins and is highly sensitive to administered input costs; 
• underpins employment and downstream economic activity in Langeberg. 
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Using electricity tariffs as a fiscal instrument in this context penalises productive 
economic activity, discourages investment, accelerates self-generation and grid 
defection, and ultimately erodes the Municipality’s own revenue base. The cumulative 
effect is to deter economic growth in precisely the sector least able to absorb 
additional quasi-taxation. 

This outcome is incompatible with section 74(2) of the Municipal Systems Act, which 
requires tariffs to consider the economic impact on the community and prohibits their 
use as instruments to generate excessive or cross-subsidising surpluses. According to 
the data in the cost study, this impacts 48% of usage. 

 

12. Substitution Risk and Grid Defection 

Persistently high electricity tariffs, combined with network under‑investment and 
supply constraints, accelerate customer substitution through rooftop solar and 
self‑generation, shrinking sales volumes and creating a self‑reinforcing tariff spiral. 

 

13. Conclusion and Requests 

On the Municipality’s own audited figures, the proposed electricity tariff increase is not 
justified as cost‑reflective. It operates as revenue substitution for failures in loss 
control, credit management, and capital execution, and is based on a Cost of Supply 
study that is demonstrably outdated and defective. 

The Municipality is requested to: 

1. Withdraw the proposed electricity tariff increase in its current form. 
2. Publish an updated cost‑of‑supply study based on current audited figures, 

proper customer segmentation, and explicit treatment of indigent support and 
losses. 

3. Disclose a ring‑fenced electricity reinvestment and loss‑reduction plan, with 
time‑bound milestones and reporting. 

4. Re‑engage in a lawful consultation process once these steps are completed. 

Requests directed to the National Energy Regulator of South Africa (NERSA): 

In light of the material defects identified in this submission, NERSA is respectfully 
requested to: 

6. Disregard the attached Cost of Supply study for purposes of tariff approval, on 
the basis that it is outdated, relies on factually incorrect assumptions, and does 
not reflect current audited financial data or loss profiles. 

7. Decline or invalidate the requested electricity tariff increase submitted by 
Langeberg Municipality, as it is not supported by a lawful, current, and 
cost‑reflective cost‑of‑supply determination. 
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8. Acknowledge receipt of this submission and confirm that its contents will be 
taken into account in any assessment or decision relating to the Municipality’s 
electricity tariffs. 

9. Where appropriate, require the Municipality to submit a revised Cost of 
Supply study that complies with NERSA’s Electricity Pricing Methodology, 
properly disaggregates customer classes, and excludes non‑supply costs such 
as avoidable losses, impairments, and double‑funded indigent subsidies. 

These steps are necessary to ensure compliance with section 74 of the Municipal 
Systems Act, the MFMA, and NERSA’s mandate to protect consumers against 
unjustified tariff increases while ensuring efficient and sustainable electricity supply. 

 

Yours sincerely, 

 

 

 

________________ 

Chairman 

8 January 2026 

 




