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1. Introduction

AgriCulture South Africa (AgriSA) welcomes the opportunity to comment on the Consultation Paper and
the Draft Report on the Market Inquiry into the Impact of Fixed Charges and Generation Capacity
Charges Levied by Electricity Distributors ("the Draft Report"), published by the National Energy
Regulator of South Africa (NERSA) on 25 June 2026. AgriSA is the largest federation of commercial
agriculture in South Africa, representing nine provincial affiliates consisting of close to 15 000 farms, 23
commodity organisations and corporate members, including farmers who rely on irrigation as a core
input to production.

This submission consolidates the concerns and evidence previously raised by AgriSA in its submission
to NERSA on Eskom's 2025/26 tariffs, and supplements that evidence with the specific findings of the
Draft Report itself and the real-world billing impact data AgriSA has since gathered from its
membership, including sugarcane and grain producers. On behalf of its affiliated members AgriSA sets
out below why the Draft Report's findings on agriculture should be carried through, in full, into the Final
Market Inquiry Report.

2. AgriSA welcomes the Draft Report's findings on agriculture

AgriSA welcomes the fact that the Draft Report recognises, in clear and specific terms, that the
restructuring of Eskom's tariffs has fallen unevenly on agricultural and other seasonal, load-insensitive
customers, and that this cannot be dismissed as a general caveat to an otherwise revenue-neutral
outcome. In particular, AgriSA draws NERSA's attention to, and welcomes, the following findings:

e Finding 3 of the Draft Report holds that “changes to the TOU tariff structure, particularly the
seasonal allocation of peak and standard periods, materially affected customers whose electricity
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demand is operationally inflexible,” and that “the agricultural sector was particularly impacted due
to the limited ability of irrigation-intensive operations to shift consumption away from higher-cost
periods without affecting production cycles.” This matches, precisely, the experience reported by
AgriSA's membership.

e Paragraph 6.3.6 of the Draft Report records stakeholder submissions from the agricultural sector
indicating that the restructuring of TOU periods and seasonal definitions had a more pronounced
impact on customer bills than the introduction of the Generation Capacity Charge (GCC) itself -
again consistent with AgriSA's own tariff analysis, set out in Section 4 below.

e Table 4 of the Draft Report quantifies the TOU cost impact on industrial and agricultural customers:
peak period duration extended by approximately 67% (from 3 to 5 hours), off-peak opportunity
reduced by 20% (from 10 to 8 hours), load-shifting flexibility reduced, and the peak energy rate
increased by approximately 12.7%.

e Table 3 of the Draft Report (Qualitative Impacts) records that, against an approved average increase
of 12.74% for FY2025/26, agricultural users (citing AgriSA and Agri Letaba directly) reported
observed increases of 25-30%, a variance of +12 to +17 percentage points, attributed to the
“unintended effects of unbundled tariffs and high-demand charges.”

e Paragraph 2.19 of the Draft Report acknowledges that the Inquiry's quantitative dataset was
weighted toward industrial and large power users, and that agricultural and household impacts
were informed primarily through stakeholder submissions and qualitative assessment. AgriSA
welcomes NERSA's transparency on this point and offers the quantitative case-study evidence in
Section 4 below to help close that gap.

AgriSA also welcomes the Draft Report's broader finding that tariff restructuring, while conceptually
sound, requires stronger ex-ante impact assessment (Finding 2), and that capacity charge allocation
must have regard to customer utilisation profiles (Finding 5) — a point of direct relevance to irrigation
farmers, whose contracted capacity is dictated by peak seasonal demand rather than year-round
utilisation.

AgriSA's core request in this submission is that these findings be translated, in the Final Report, into the
concrete regulatory recommendations set out in Section 8 below - in particular, formal recognition of
irrigation-dependent agriculture as a distinct customer category with materially limited demand
flexibility.

3. Why irrigation-dependent agriculture cannot respond to price signals
The Draft Report's finding that agricultural demand is operationally inflexible is not a general

observation, it reflects specific, physical constraints that AgriSA asks the Final Report to describe in the
same level of detail set out below, so that the constraintis properly reflected in future tariff design rather
than treated as a general caveat:

e Crop water requirements. Irrigation volumes and timing are set by the physiological needs of the
crop at each growth stage; deferring water to a cheaper tariff window risks permanent yield loss at
critical points such as flowering or grain fill.
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e Weather conditions. Irrigation scheduling responds to rainfall, evapotranspiration and temperature
day to day; a hot, dry spell can require immediate irrigation regardless of which TOU period is in
effect.

e Soil moisture. Soil type and existing moisture content determine when and how much water can be
applied without runoff, waterlogging or nutrient leaching — physical constraints that do not move to
accommodate a tariff structure.

e Irrigation infrastructure capacity. Centre pivot, drip and flood systems are sized to deliver a fixed
volume of water over a fixed period; a full irrigation cycle cannot be compressed into a narrow off-
peak window without exceeding pump and pipework capacity.

e Water availability. Access to water is itself governed by allocation schedules, dam release timing
and shared irrigation scheme rosters, which are frequently set by the scheme operator rather than
the farmer.

e Operational requirements. Livestock, dairy, cold storage and packhouse operations run on
biological and food-safety schedules that cannot be paused to chase a cheaper electricity period.

Taken together, these constraints mean that a tariff structure assuming customers can respond freely
to price signals does not reflect the operational reality of irrigated agriculture. AgriSA asks that this be
stated explicitly, and accounted for quantitatively, in future tariff design and customer impact
assessments, consistent with the Draft Report's own Finding 3.

4. The realimpact: evidence from AgriSA's own billing data

To help NERSA move from the qualitative evidence recorded in the Draft Report to a quantified
customer-class picture, AgriSA presents below the tariff and case-study data it has compiled directly
from its membership and shared with NERSA and Grain SA. This evidence demonstrates that the
effective increase experienced by irrigation farmers materially exceeds both the approved average tariff
adjustment of 12.74% and, in most cases, the 25-30% range already recorded in the Draft Report's own
Table 3.

4.1 Tariff component changes, 2024 to 2025
The table below compares the tariff components applicable to a typical irrigation account between the

2024 and 2025 tariff years. It shows that the sharpest increases are concentrated precisely in the
components — the Legacy Charge, Generation Capacity Charge, Network Capacity charge, and Low
Season Peak/Standard/Off-Peak energy rates — that fall hardest on irrigation-dependent, low-load-
factor customers during the summer months when agricultural demand is unavoidable.

Charge Component 2024 ‘ 2025 ‘ % Change Impacton Farmers \

Legacy Charge (/kWh) Introduced +100% New charge on every unit
consumed - no offset
elsewhere.

Generation Capacity - R3.34 +100% New fixed cost tied to installed

(/KVA) capacity, not consumption -
penalises low-utilisation users
like farmers.
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Charge Component 2024 2025 % Change Impacton Farmers

Network Capacity (/kVA) R36.71 R52.14 +42.0% Major escalation in fixed
charges, directly increasing
base costs for irrigation farms.

High Season Peak | R6.3998 R6.9791 +9.0% Peak cost rises further; irrigation
(/kWh) becomes unaffordable during
afternoon/evening blocks.

Low Season Peak | R2.0876 R2.8964 +38.7% | The sharpest increase; winter
(/kwh) irrigation now  substantially
costlier.

Low Season Standard | R1.4369 R1.6284 +16.8% | Increased cost across daily
(/kWh) operations, even during non-
peak hours.

Low Season Off-Peak | R0.9117 R1.1631 +27.6% | No longer a cost-saving window
(/kWh) for low-demand months.

Reactive Energy (/kVAhr) | R0.1759 R0.1983 +12.7% | Increased penalty on power-
factor inefficiency, which many
farms cannot control.

4.2 Case study: sugarcane - Mpumalanga and Pongola
Growers in Mpumalanga and Pongola, regions entirely dependent on irrigation, are facing significant

increases in electricity costs. Data compiled from SA Canegrowers shows that the net electricity bill for
a 250 kVA irrigated farmer rose from R408,000 to R539,000 - an increase of 32% in a single season.
Electricity has now become the second-largest input cost after labour, in a sector that directly supports
65,000 on-farm jobs and indirectly sustains almost one million livelihoods.

4.3 Case study: irrigated maize
Grain SA's profitability modelling for irrigated maize shows a comparable pattern:

e At atarget yield of 12 tons per hectare, irrigation costs increased from R9,087 to R10,245, a 16%
reduction in gross profitability.

e At15tonsperhectare, in high-yielding regions such as the Northern Cape, irrigation costs increased
from R7,453 to R8,403, cutting gross profits by 8%.

e Across averages, gross profitability for irrigated maize has fallen by 11%, despite yields remaining
stable.

e At current Safex prices of around R4,200 per ton, irrigated maize is loss-making at yields below 12
tons per hectare.

4.4 Fruit exports: summer irrigation at risk
South Africa's horticultural exports — citrus, grapes and nuts — are projected to expand by 25% by 2034

as new orchards reach maturity, an expansion critical to the country's foreign exchange earnings and to
rural job creation. This expansion is already exposed to high costs across the value chain, poor logistics
performance at ports, and international compliance costs. The revised TOU schedule, combined with
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higher summer electricity tariffs, will further raise irrigation and cold-storage costs precisely as the
summer irrigation season begins, eroding profitability in an industry that is both capital-intensive and
export-driven.

5. A decade of tariff escalation, and where it is heading
The 2025/26 increases addressed above are not an isolated event. They are the latest, and steepest,

step in aten-year escalation that has consistently outpaced general inflation and growers' ability to plan
around it. The table below sets out the Low Season tariff, in Rand per kWh, for Peak, Standard and Off-
Peak periods in 2016 compared with 2026 (provided by a farmer in Hopetown, Northern Cape).

Low Season 2016 (R/kWh) 2026 (R/kWh) % Increase % per Year
Peak 0.93 2.89 311% 31%
Standard 0.64 1.76 275% 28%
Off-Peak 0.41 1.16 283% 28%

These figures matter because of when the Low Demand Season falls it corresponds to the summer
months, when crop water requirements and livestock water demand are at their highest. A tariff
structure that applies its steepest increases precisely when agricultural water use is unavoidable
places the greatest cost burden on farmers at the pointin the season when they have the least ability to
reduce consumption. Eskom's own MYPD6 application points to further increases of 36.15% in
FY2026/27,11.81%in FY2027/28 and 9.1% in FY2028/29, on top of an average tariff that the Draft Report
itself notes are set to reach approximately 221 ¢/kWh, inclusive of a 25.24% Affordability Subsidy
Charge. Electricity tariffs are already some 264% higher than in 2011, having risen at an average of
roughly 9% a year, far outpacing both consumer inflation and commodity price growth.

This trajectory is unsustainable for a sector that, per the BFAP Agricultural Outlook Baseline 2026,
derives roughly a third of its farming income from irrigation-dependent production, and where producer
prices are projected to rise more slowly than general inflation over the coming decade. South African
agricultural exports reached a record US$15.1 billion in 2025 - a seventh consecutive year of growth,
with a trade surplus of US$7.3 billion (up 18% year-on-year). Unlike Eskom, farmers operate in globally
competitive, price-taking markets and cannot pass rising electricity costs through to buyers. Left
unaddressed, the tariff trajectory described in the Draft Report risks eroding the very export growth and
rural employment base that South Africa's agricultural strategy depends on.

6. Small-scale growers require distinct regulatory consideration
The Draft Report does not, in AgriSA's view, sufficiently address the ability of small-scale growers to

absorb or manage rising electricity costs:

e Limited financialresilience —thinner margins and smaller cash reserves mean a sudden increase in
a major input cost has a proportionally larger effect on viability.

e Reduced access to capital - many small-scale producers cannot access affordable finance to
bridge rising costs and delayed harvestincome.
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e Limited capacity to invest in embedded generation — solar PV and other options require upfront
capital often simply unavailable to small-scale growers.

e Fewer options for battery storage or load-management systems —even where load could in principle
be shifted, the capital cost of doing so reliably is a further barrier.

The cumulative effect of tariff restructuring therefore falls proportionally more heavily on small-scale
growers. AgriSA asks that the Final Report expressly recognise this vulnerability and recommend
regulatory measures specifically aimed at mitigating disproportionate impacts on emerging and small-
scale agricultural producers.

7. Governance, efficiency, and the “efficient licensee” principle

The VGBE 2023 Benchmarking Study, commissioned by National Treasury, confirmed that Eskom
remains inefficient compared to international utilities, and that inefficiencies in coal procurement,
maintenance and workforce costs inflate tariffs without delivering improved performance. Section 16
of the Electricity Regulation Act, 2006 requires that tariffs be based on the costs of an efficient licensee.
Passing Eskom's inefficiencies and maladministration through to consumers, including farmers who
have no ability to negotiate around them, is inconsistent with this principle. Tariff approvals should be
conditional on measurable governance and efficiency reforms at Eskom, rather than passed through to
consumers as a matter of course.

AgriSA further notes the Draft Report's own observation (paragraph 8.2.6) that Negotiated Pricing
Agreements, once designed to protect trade-exposed users, have not insulated agriculture and other
energy-intensive sectors from cost pressure, and that structural cost recovery mechanisms are
increasingly disconnected from customers' ability to respond. This reinforces AgriSA's request that
capacity-related recovery be assessed against realistic utilisation profiles for seasonal agricultural
users, rather than assumed year-round industrial load.

8. AgriSA's recommendations to NERSA
AgriSA asks NERSA to strengthen the Final Market Inquiry Report by carrying the following
recommendations through in full:

1. Recognise irrigation-dependent agriculture as a distinct customer category in future tariff design,
with materially limited demand flexibility, for the reasons set out in Section 3 above - rather than
as a subset of a general agricultural or rural tariff class.

2. Revert the Time-of-Use schedule applicable to agricultural customers to its previous framework:
a 1:8 peak-to-standard ratio, a shorter evening peak, and no Sunday standard block.

3. Conduct the ex-post assessment recommended in the Draft Report's own Finding 6, comparing
approved tariff assumptions to actual billing outcomes for agricultural customers specifically, and
require Eskom to submit sufficient customer-level billing and demand data to allow independent
verification of revenue neutrality across customer classes.

4. Expand customer impact modelling for future tariff applications to include irrigation-dependent
agriculture as its own distinct category, consistent with the data gap the Draft Report itself
identifies at paragraph 2.19.
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5. Apply the efficient licensee principle under section 16 of the Electricity Regulation Act, excluding
Eskom's inefficiencies, maladministration and imprudent coal contracts from the cost base
recovered through agricultural tariffs, and tie future tariff approvals to measurable governance and
efficiency reforms at Eskom.

6. Evaluate the cumulative impact of the 2025/26 and 2026/27 TOU amendments, the Generation
Capacity Charge and the Legacy Charge in full, including the removal of Low Demand Season off-
peak hours on Sundays.

7. Consider transitional and mitigation measures, including urgent interim relief for irrigation
farmers, such as a moratorium on further agricultural tariff increases in the coming tariff year,
while the Final Report and any follow-on inquiry work are completed.

8. Investigate embedded generation trends among farmers, and their distributional consequences
for small-scale growers who cannot access embedded generation, as set out in Section 6 above.

9. Undertake the dedicated second-phase residential and agricultural market inquiry contemplated
in the Draft Report's own recommendation 14.9, given the limited representation of these
customer segments in the current quantitative dataset.

9. Conclusion
AgriSA commends NERSA for the findings already reached in the Draft Report, in particular its

recognition that TOU restructuring has materially and disproportionately affected seasonal, load-
insensitive customers such as irrigation-dependent agriculture. The evidence set out in this submission
— drawn from AgriSA's general membership, from SA Canegrowers and from Grain SA — confirms and
quantifies that finding effective increases of 25-32% against an approved average of 12.74%,
profitability reductions of 8-16% for irrigated maize, and a sector-wide cost trajectory that has outpaced
both inflation and commodity prices for a decade.

The Draft Report identifies that material customer impacts exist. AgriSA's respectful request is that the
Final Report now set out a clear regulatory pathway to address them, along the lines set out in Section
8 above, so that the Final Report moves beyond identifying the disparity and toward correcting it. AgriSA
appreciates the opportunity to consolidate its input in this way and looks forward to continued
engagement with NERSA as the Final Market Inquiry Report is prepared.

AgriSA/NERSA/2026/REC-02
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APPENDIX A SOURCES
National Water Act 36 of 1998, particularly sections 56, 57 and 59.

Department of Water and Sanitation, Revised Pricing Strategy for Raw Water Use Charges 2024,
Government Gazette 52350 of 20 March 2025.

Department of Water and Sanitation, National Water Resource Strategy 3.

Department of Water and Sanitation, 2025 Green Drop Report, 2025 Blue Drop Progress Report and
2025 No Drop Progress Report, published 31 March 2026.

Department of Water and Sanitation, 2023 Full Blue Drop Report and 2023 Full No Drop Report.
Department of Agriculture, RSA Food Security Bulletins and official agricultural trade information.
Promotion of Administrative Justice Act 3 of 2000 and the constitutional principle of legality.
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