
MIDVAAL LOCAL MUNICIPALITY 
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_________________________________________________________________________________ 
 

 
 

C 3747/03/2026 
SMC A/6815/03/2026 

 
9.A.15 [ES]:  APPROVAL OF THE PROPOSED ELECTRICITY TARIFFS FOR THE 

2026/27 FINANCIAL YEAR AS PER COST OF SUPPLY STUDY   
      

  5/1/2                
COMPETENCY: COUNCIL  
 
IT WAS UNANIMOUSLY RESOLVED: 
 
1. That the continued validity of the Cost of Supply (CoS) study completed during 

the 2024/25 financial year, be noted. 
2. That the proposed 2026/27 electricity tariffs, informed by the CoS study and 

benchmarked against the Eskom-approved increase, be considered for 
submission to NERSA. 

3. That Council notes that the updated cost of supply study outcome indicates 
an adjustment of approximately 21.9% to allow the Municipality to align the 
current existing tariffs to cost- reflective levels. 

4. That the Finance Section ensure compliance with all publication, public 
participation and regulatory submission requirements. 
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C 3747/03/2026 
SMC A/6815/03/2026 

 
9.A.15 [ES]:  APPROVAL OF THE PROPOSED ELECTRICITY TARIFFS FOR THE 

2026/27 FINANCIAL YEAR AS PER COST OF SUPPLY STUDY   
      

  5/1/2                
COMPETENCY: COUNCIL  

PURPOSE: 

To obtain Council approval of the proposed 2026/27 electricity tariffs, informed by the 
approved Cost of Supply (CoS) study and benchmarked against the Eskom-awarded 
tariff increase, for submission to the National Energy Regulator of South Africa 
(NERSA). 

To submit the 2026/27 proposed electricity tariffs to Council that 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).  

RECOMMENDATIONS: 
1. That the continued validity of the Cost of Supply (CoS) study completed during 

the 2024/25 financial year be noted. 
2. That the proposed 2026/27 electricity tariffs, informed by the CoS study and 

benchmarked against the Eskom-approved increase, be considered for 
submission to NERSA. 

3. That Council notes that the updated cost of supply study outcome indicates 
an adjustment of approximately 21.9% to allow the Municipality to align the 
current existing tariffs to cost- reflective levels. 

4. That the Finance Section ensure compliance with all publication, public 
participation and regulatory submission requirements. 

REPORT 
 

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.” 
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The court order of 4 December 2025 had certain specific dates that must be adhered 
to. 
 
The timeframes were amended on 20 February 2026 by way of a Court Order and is 
as follows: 
 
- ESKOM to given written notice to municipality of the bulk electricity tariffs for the 
new financial year by 31 January of every year – it was amended to 6 March 2026. 
 
- Municipalities to submit their electricity tariff applications to NERSA by 20 March 
annually – it was amended to 31 March 2026. 
 
- NERSA to communicate their decision of the tariff applications of municipalities by 
5 May annually – it was amended to 11 May 2026. 
 
If a municipality does not submit their electricity tariffs application by 31 March 2026, 
they run the risk of not tariff increase being approved. 
 
For purposes of meaningful public participation, NERSA is directed to publish every 
municipal electricity tariff application along with its cost of supply study for that 
particular 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 costs 
of supply study. NERSA is directed to finalise the process of considering the 
municipal electricity tariff applications timeously received and communicate its 
decisions on or before 11 May 2026. 
 
BACKGROUND: 
 
In accordance with NERSA’s regulatory requirements and the provisions of the 
Electricity Regulation Act, municipalities are required to conduct a Cost of Supply 
(CoS) study periodically to ensure that tariffs are cost-reflective and equitable across 
customer categories. 
 
Midvaal Local Municipality completed a comprehensive Cost of Supply (CoS) study 
during the 2024/25 financial year, which has subsequently been updated and 
reviewed during the 2025/26 financial year to reflect current cost drivers and tariff 
requirements. The outcomes of the study remain valid for a period of five (5) years 
and continue to inform tariff determinations over the medium term. 
 
DISCUSSION: 
 
The CoS study identified the actual cost to serve different consumer categories and 
guided the equitable allocation of costs, in line with NERSA’s guidelines. Key 
considerations included: 
 

• Recovery of operational and capital costs. 
• Cross-subsidisation balance between customer groups. 
• Infrastructure investment needs. 
• Compliance with regulatory frameworks. 
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For the 2025/26 financial year, the Cost of Supply (CoS) study recommended an 
electricity tariff increase of approximately 19% to achieve full cost reflectivity. 
However, following a recent update of the CoS model during the 2025/26 financial 
year, the revised cost-reflective tariff requirement has increased to 21.9%. 

For the 2025/26 financial year, Council approved a tariff increase of 12.7%, which 
was significantly lower than the cost-reflective level recommended by the CoS study. 
This resulted in a revenue under‑recovery relative to the actual cost of electricity 
supply. 

It is worth noting that the Eskom approved tariff adjustment  for 26/27 is 9.01%. The 
Municipality is proposing a tariff increase of 21.9% considering the benchmark 
against the Eskom tariff adjustment as well as the outcome of the cost of supply 
study.  

KEY DATES AND MILESTONES – 2026/27 ELECTRICITY TARIFF PROCESS: 

• 6 March 2026 – ERSTA Approved. 
• 31 March 2026 – Tariff Application Submission to NERSA. 
• 31 March – 10 May 2026 – NERSA Assessment and Engagements. 
• 11 May 2026 – Court-mandated communication of tariffs. 
• 01 July 2026 – Implementation of new tariffs. 

FINANCIAL IMPLICATIONS: 

Implementation of the approved tariffs is critical to achieving budgeted revenue 
targets for the electricity division, ensuring long-term financial sustainability and 
service delivery. 

LEGAL IMPLICATIONS: 

The proposed 2026/27 electricity tariff determination process complies with 
applicable legislation, regulatory frameworks and prevailing judicial precedents, 
including but not limited to the following: 

• Electricity Pricing Policy (EPP), 2008. 
• Electricity Regulation Act, 2006 (Act 4 of 2006), as amended. 
• Municipal Finance Management Act, 2003 (Act 56 of 2003). 
• Municipal Systems Act, 2000 (Act 32 of 2000). 
• Promotion of Administrative Justice Act, 2000 (Act 3 of 2000) (PAJA). 
• NERSA Tariff Approval Framework and Guidelines. 
• Cost of Supply (CoS) Methodology Guidelines. 

JUDGEMENTS AND CASE LAW: 

Recent judicial decisions and regulatory determinations have reinforced the following 
principles, which have been duly considered in the preparation of the proposed tariffs: 
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• 2020 Judgements: Courts and regulatory decisions have confirmed that the 
use of arbitrary guidelines or benchmarking approaches, without a 
substantiated Cost of Supply basis, is unlawful. Tariff determinations must be 
supported by empirical cost data and defensible methodologies. 
 

• 2024 Judgements: Case law has affirmed that a Cost of Supply study is 
mandatory for electricity tariff applications submitted to NERSA, and that such 
studies form the cornerstone of lawful, rational and cost-reflective tariff setting. 

 
• 2025 Judgements: Courts have emphasised the requirement for adequate 

and meaningful public consultation, confirming that tariff-setting processes 
constitute administrative action and must therefore comply with the procedural 
fairness requirements of PAJA, including transparency, reasonableness and 
opportunity for public participation. 

 
CONCLUSION: 
 
The Municipality’s tariff determination process, including reliance on a valid Cost of 
Supply study, benchmarking against Eskom-approved increases, phased recovery 
of under-recovered costs, and compliance with prescribed public participation 
processes, is consistent with these legal principles and judicial precedents. 
 
ATTACHMENTS: 
 
Annexure “A”: 
Approved Cost of Supply (CoS) Study (2024/25) – Executive Summary and Key 
Findings. 
 
Annexure “B”: 
Updated Cost of Supply (CoS) Study (2024/25) – Executive Summary and Key 
Findings. 
 
Annexure “C”: 
Approved 2025/26 Electricity Tariff Schedule. 
 
Annexure “D”: 
Eskom approved Tariff. 
 
COMMENTS: MEETING OF THE MUNICIPAL MANAGER AND HEADS OF 
DEPARTMENT: 16 MARCH 2026 
 
Resolved to Recommend 
 
The Item is supported and referred to the Section 80 Engineering Services Portfolio 
Committee. 
 
COMMENTS: SPECIAL SECTION 80 ENGENEERING SERVICES PORTFOLIO 
COMMITTEE: 19 MARCH 2026 
 
The recommendations are supported. 
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Annexure “A” 
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Annexure “B” 
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Annexure “C” 
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Annexure “D” 
 
  

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 


