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1. Introduction and context

AgriSA welcomes the opportunity to comment on NERSA’s Draft Consultation Paper on Trading Rules and
supports the regulator’s objective of enabling a more competitive, transparent and efficient electricity market.
For South African agriculture, reliable and affordable electricity is a binding production input, particularly for
irrigation, cold chains, livestock operations, on-farm processing and rural agro-industrial activity.

The BFAP Baseline 2025 confirms that agriculture’s growth trajectory over the next decade is export-led,
capital-intensive and increasingly exposed to global competition, while operating margins, especially in
energy-dependent systems, are structurally tightening. In this environment, electricity pricing, availability of
electricity and regulatory certainty are systemic determinants of viability, not secondary operational
considerations.

AgriSA supports electricity market reform in principle, but stresses that the Trading Rules must be assessed
against the current tariff reality already facing farmers, and not in isolation from recent structural tariff
changes.

2. Current electricity tariff impacts on agriculture: Baseline conditions for Trading Rules
Any assessment of the proposed Trading Rules must begin with the existing cost burden on agriculture, as
documented in AgriSA’s submission to NERSA on Eskom tariffs for 2025/26.

2.1 Effective tariff increases far exceed headline adjustments
While NERSA approved an average Eskom tariff increase of 12.74% for 2025/26, AgriSA’s analysis
demonstrates that agricultural producers are experiencing effective electricity cost increases of 25-30%,
primarily due to structural changes in tariff design rather than increased consumption.

Key drivers include:
e Introduction of new legacy and generation capacity charges applied per unit or per kVA;

» Significant escalation in network capacity charges; and

e Reconfiguration of Time-of-Use (TOU) schedules, including longer peak periods and reduced off-
peak flexibility.
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These changes have materially increased fixed and semi-fixed costs, particularly for irrigation-based
operations, regardless of actual energy usage.

2.2 Quantified impacts on agricultural profitability
The AgriSA tariff submission provides clear evidence of how these tariff changes translate into farm-level
impacts:
e Sugarcane (irrigated)
A 250 kVA irrigated grower experienced a 32% increase in the net electricity bill in a single season,
making electricity the second-largest input cost after labour.

¢ Irrigated maize
Profitability declined by 8-16%, depending on yield levels, with irrigation costs pushing breakeven
yields higher. At current Safex prices, irrigated maize becomes loss-making below 12 t/ha.

e Export fruit
Summer irrigation and cold-storage costs have increased materially, directly affecting globally
competitive export industries that already face rising logistics and compliance costs.

These impacts occur in a sector that cannot pass higher costs through to international markets, as prices
are determined at export parity. It is well-known that the agricultural sector is a price taker.

2.3 Implications for Trading Rules design
This tariff context is critical. The Trading Rules will be implemented on top of an already elevated cost
base. If not carefully designed, electricity trading reform risks becoming cost-additive rather than cost-
reducing, AgriSA therefore submits that Trading Rules must be evaluated not only for market efficiency,
but for their interaction with existing tariff structures and their cumulative impact on primary producers.

3. Objectives and purpose of the Trading Rules

AgriSA supports the stated objectives of fostering competition, customer choice and non-discriminatory
access to networks. However, given the current tariff environment, these objectives will only be realised if
trading reform leads to net reductions in total electricity costs, rather than redistribution of costs through
network and capacity charges.

Competition at the trading level must not be offset by:

e Higher fixed charges;
e« Expanded non-bypassable levies; and

e Punitive back-up or standby tariffs.

4. Phased implementation of bilateral trading
AgriSA supports a phased approach, provided it is inclusive and economically meaningful.

Restricting early participation largely to Transmission and High Voltage customers risks excluding many
irrigated agricultural users connected at Medium Voltage, precisely those facing the most acute tariff
pressures.

Given the tariff impacts outlined above, delayed access to trading benefits would further weaken already-
tight margins.

5. Network charges, wheeling and revenue neutrality
AgriSA expresses serious concern that electricity trading reform could coincide with further escalation of fixed

and capacity-based charges.
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Given that agriculture is already absorbing substantial cost increases due to tariff restructuring, any additional
network charges associated with trading must be:

e Fully transparent;
e Strictly revenue-neutral; and
o Explicitly designed to avoid cross-subsidisation.

Without these safeguards, trading reform risks locking in high costs while adding administrative complexity.

6. Supplier switching, settlement and administrative complexity

Supplier switching must be designed with operational realities of farming systems in mind. Complex
settlement arrangements, billing disputes or metering inconsistencies pose real risks during peak irrigation
and harvesting periods, when production losses are irreversible. Most agricultural produce is highly
perishable. Customers are already experiencing challenges with settlement arrangements in the current
setup.

7. System stability and regulatory certainty

From an agricultural investment perspective, regulatory predictability is as important as price levels. Trading
Rules must avoid retrospective changes that undermine PPAs, wheeling arrangements or on-farm generation
investments already made in response to tariff pressures.

8. Sector-specific implications of the Trading Rules for South African agriculture
The interaction between existing tariff impacts and the Trading Rules will differ materially across subsectors.

8.1 Field crops: Compounding margin pressure
Field crop margins are already tightening structurally. Electricity tariff increases have pushed irrigated
production close to breakeven.

e Trading could improve price certainty, if network charges do not rise further; and

o Iffixed and capacity charges increase, trading benefits will be negated, accelerating exit from irrigated
grain production.

8.2 Livestock: Indirect but material exposure
While less electricity-intensive, livestock systems depend on:

e Feed processing;
e Biosecurity; and
e Cold chains and abattoirs.

Rising electricity costs feed indirectly into higher feed and processing costs, constraining recovery in
a subsector already under pressure from disease and weak consumer demand.

8.3 Horticulture: export competitiveness at risk
Horticulture is the primary growth engine, but also the most exposed to electricity pricing:

e lrrigation;
o Cold storage;
e Packhouses; and

e Compliance with export standards.
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Trading Rules that reduce energy costs could unlock growth. Rules that entrench high fixed charges will
directly undermine export competitiveness and foreign exchange earnings.

9. Conclusion and key requests

AgriSA supports electricity market reform that genuinely lowers system costs and improves reliability.
However, in light of documented tariff impacts already carried by agriculture, the Trading Rules must be
designed to:
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Deliver net cost relief, not cost redistribution;
Prevent further escalation of fixed and capacity-based charges;
Recognise agriculture’s limited ability to absorb or pass through higher costs; and

Support long-term investment in export-oriented production systems.

AgriSA remains committed to constructive engagement with NERSA to ensure that electricity reform
strengthens, rather than constrains, South Africa’s agricultural growth outlook.




