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To: Ms Nkhangweleni Sigwadi  
Email: ertsa@nersa.org.za 

 

 

Eskom Retail Tariff Structural Adjustment (ERTSA) – FY2026/27 

In the Context of Structural Tariff Reform, RAB Redetermination, and the Outstanding 
Electricity Market Inquiry 

 

1. Introduction 

AgriSA appreciates the opportunity to comment on the Eskom Retail Tariff Structural Adjustment 
(ERTSA) application and the broader electricity tariff framework currently being implemented by 
NERSA. 
 

Electricity is a critical and non-discretionary input in modern agricultural production. It powers irrigation 
systems, dairy operations, packhouses, cold storage facilities, feed mills, grain-handling infrastructure, 
and agro-processing activities across the value chain. As such, electricity pricing has direct 
implications for farm profitability, export competitiveness, food price stability, and rural employment. 
 

AgriSA submits that the current tariff framework affecting agriculture cannot be evaluated in isolation 
from the broader regulatory and policy developments currently underway in the electricity sector. The 
agricultural sector is currently facing the cumulative impact of three distinct but interrelated 
regulatory processes, each of which materially affects electricity costs. 
 

These processes are: 
1. The structural unbundling and redesign of electricity tariffs implemented in 2025/26; 

2. The outstanding NERSA Electricity Market Inquiry into tariff structures and fixed charges; and 

3. The High Court mandated the redetermination of Eskom’s allowable revenue through the 
Generation Regulatory Asset Base (RAB). 

 

The interaction between these processes is resulting in significant cost increases and structural shifts 
in electricity pricing, particularly challenging for agricultural producers. 
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2. Structural Tariff Unbundling and the 2025/26 Effective Cost Increases 

On 1 April 2025, NERSA approved an average electricity tariff increase of 12.74%. While this figure 
reflected the approved average adjustment, the structural redesign of tariff components has resulted 
in substantially higher effective increases for many electricity users in agriculture. 
 

The restructuring introduced a range of new or expanded tariff components, including increased fixed 
charges, network capacity charges and generation capacity charges. As a result of these structural 
changes, many agricultural users have experienced effective increases between 25% and 30%, 
with certain irrigation-intensive operations reporting increases exceeding this range. 
 

These outcomes have been confirmed during engagements between AgriSA members and Eskom. 
 

The key concern is that the tariff reform has not merely increased prices but has fundamentally altered 
the structure of cost recovery within electricity tariffs. Agriculture differs from many industrial sectors 
in that electricity demand is highly seasonal and influenced by weather patterns, irrigation cycles, and 
biological production processes. The shift towards higher fixed and capacity-based charges, therefore, 
disproportionately affects agricultural users, particularly irrigated crop producers and intensive 
livestock operations. 
 

Unlike manufacturing sectors with stable electricity demand profiles, farmers cannot smooth electricity 
usage throughout the year. Consequently, structural shifts toward fixed charges increase cost 
exposure during periods of lower electricity utilisation or reduced production. 
 

Given that agricultural commodities are largely priced in globally competitive markets, producers have 
limited ability to pass these additional costs through to buyers. The immediate impact is therefore 
reduced farm profitability, with potential medium-term implications for production levels and food 
prices. 
 

3. The Outstanding Electricity Market Inquiry 

Recognising concerns about tariff design and the increasing role of fixed charges, NERSA initiated an 
Electricity Market Inquiry in October 2025. The purpose of the inquiry was to assess tariff 
structures, including fixed charges, capacity allocations and the broader economic impact of tariff 
design on electricity consumers. 
 

The inquiry was scheduled to be completed by 12 December 2025, yet it remains outstanding. 
 

This delay is of particular concern to the agricultural sector. The structural tariff reforms implemented 
in 2025/26 continue to operate without a final determination regarding their economic fairness, 
efficiency, or consistency with the principles of the Electricity Regulation Act. 
 

AgriSA has participated constructively in the inquiry process and has submitted detailed operational 
and cost data from agricultural users. These submissions aimed to illustrate how the shift toward fixed 
charges affects seasonal industries such as irrigation agriculture. 
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However, the absence of a concluded Market Inquiry means that the structural tariff changes 
introduced in 2025/26 remain in force without regulatory confirmation that the associated cost 
allocations are appropriate. 
This creates a situation in which tariff reforms continue to affect users while the regulatory review 
designed to assess them has not yet been completed. 
 

AgriSA submits that the findings of the Market Inquiry are essential to determining whether current 
tariff structures equitably distribute electricity system costs across customer categories. 
 

4. Additional Cost Pressure from the RAB Redetermination 

The structural tariff changes implemented in 2025/26 are now being compounded by further increases 
arising from the High Court judgment of 21 December 2025, which required NERSA to redetermine 
Eskom’s allowable revenue based on the Generation Regulatory Asset Base. 
 

Following the judgment, NERSA approved an additional R54.7 billion in allowable revenue to be 
recovered from electricity consumers over the 2026/27 and 2027/28 financial years. 
 

The phased recovery of this amount results in additional tariff increases of: 
• 3.4% in 2026/27, and 

• 2.64% in 2027/28. 
 

These adjustments bring the total resultant tariff increases to approximately 8.76% and 8.83%, 
respectively, for those years. 
 

Although these increases are phased over time, they are layered on top of the already elevated cost 
structure introduced through tariff unbundling. For agricultural producers who have already 
experienced significant effective increases due to tariff restructuring, the RAB redetermination further 
compounds cost pressures. 
 

5. The Forward Electricity Tariff Trajectory 

Beyond the immediate adjustments associated with the RAB redetermination, the longer-term 
trajectory of the electricity tariff remains steep. 
 

Electricity tariffs in South Africa have increased by approximately 264% since 2011, representing an 
average annual increase of roughly 9%, well above general inflation and significantly above the growth 
rate of agricultural commodity prices. 
 

Agriculture operates largely in global commodity markets where producers are price takers. Unlike 
many industrial sectors, farmers cannot easily pass higher input costs on to consumers. 
 

As a result, the cumulative effects of structural tariff unbundling, RAB-related increases, and the 
ongoing upward tariff trajectory are already eroding profitability across several agricultural subsectors. 
 

In irrigated maize production, electricity costs associated with irrigation have become a significant 
driver of margin compression. In sugarcane production, electricity has emerged as the second-
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largest input cost after labour. In horticulture, the energy intensity of irrigation systems and cold-
chain infrastructure further increases exposure to electricity price increases. 
 

The continued escalation of electricity costs, therefore, has implications not only for farm profitability 
but also for the long-term competitiveness of South African agriculture. 
 

6. Implications for Food Security and Rural Economic Stability 

The cumulative impact of these three processes, structural tariff unbundling, the RAB redetermination, 
and the outstanding Market Inquiry, extends beyond the agricultural sector itself. 
 

Electricity costs directly affect food production costs, particularly in irrigation-based farming systems 
and energy-intensive value chains such as dairy, poultry, horticulture, and cold storage. 
 

If production costs continue to escalate without corresponding improvements in productivity or market 
prices, producers may reduce planted area, delay investment in irrigation infrastructure, or exit certain 
production systems altogether. 
 

Over time, these adjustments may affect domestic food supply, food price stability, and employment 
in rural areas. 
 

AgriSA therefore emphasises that electricity tariff design must be considered not only for utility cost 
recovery but also for broader economic and food security objectives. 
 

 

7. Conclusion 

South African agriculture is currently facing the cumulative impact of three overlapping regulatory 
processes affecting electricity pricing: the structural redesign of tariffs implemented in 2025/26, the 
unresolved Electricity Market Inquiry into tariff structures, and the additional revenue recovery arising 
from the High Court–mandated RAB redetermination. 
 

Each of these processes individually affects electricity costs. Taken together, their effects materially 
alter the cost structure faced by agricultural producers. 
 

AgriSA submits that it is essential for NERSA to consider these processes collectively when evaluating 
the fairness and economic impact of the current tariff framework. 
 

The timely completion of the Electricity Market Inquiry and a comprehensive assessment of the 
cumulative impacts of recent tariff reforms will therefore be critical in ensuring that electricity pricing 
remains consistent with the long-term sustainability and competitiveness of productive sectors such 
as agriculture. 
 


