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WHO IS OUTA? 

OUTA is a proudly South African non-profit Civil Action Organization formed to

hold those in public office accountable and is funded and supported by ordinary

people who are passionate about improving the prosperity of our nation.

VALUES

 Accountability

 Transparency

 Promotion and Protection of public interest

 Constructive engagement

 Strategic Partnerships

 Zero tolerance to corruption and maladministration

 Active citizenry
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OUTA’S ROLE IN THE ESI

 Introduction OUTA envisions South Africa as a prosperous country, with an

organised, engaged and empowered civil society that ensures responsible

use of tax revenues throughout all levels of government.

 OUTA is active in the energy sector and has participated in energy-related

submissions, for example, on the Integrated Resource Plan, the Carbon Tax

Bill, and in the multi-year price determination (MYPD) process of the National

Energy Regulator of SA (NERSA) on electricity prices.
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RECAP   

 In Parliament, Prof Daniel Plaatjies from the Financial and Fiscal

Commission (FFC) has presented a sobering commentary on Eskom:

i. “Eskom, in its current form, poses substantial risks to the public finances

and economy at large. Eskom is neither financially sustainable, nor

capable of meeting the country’s electricity needs.”

ii. “The Eskom bailout has the potential to crowd out other infrastructure

investments. It is unproductive government spending. The bailout monies

will come from somewhere. Obviously there will be reprioritisation or cuts

on other expenditure items, which will likely result in service delivery in

other areas being negatively affected.”
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AGRICULTURE

• “Electricity sales during the 
period under review reflect a 
challenging macro-economic 
environment. The extreme 
drought conditions and 
depressed commodity prices put 
a damper on electricity sales in 
the agricultural and mining 
sectors respectively”Eskom

• Agriculture: variance 111GWh 

higher.

• Due to higher water pumping.
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MINING

• Mining variance 1622Gwh 

decrease.

• “Measured in terms of energy 
consumed per unit of value-
added, the energy intensity of the 
industry & mining sector 
decreased by 29.9% between 
2000 and 2011” DME

• “ ….contribution of the energy 
intensive mining sector was 
starting to “dwindle” (Eskom 
2013/204)
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INDUSTRY

• “decline in industrial sales 
(5 156 GWh) due to 
commodity prices and moves 
to alternative energy sources” 
Eskom

• Increase in sales of 567 GWh due 
to the “offer”

• Feb 2017 – surplus power  led to 
cheap electricity sold to aluminium 
smelters

• June 2018 - to sustain existing 
businesses that are at risk of failure 
and permit others that have closed 
production capacity in recent years
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MUNICIPAL

• Western Cape 301GWh 

dec.

• KZN 574GWh dec.

• Eastern Cape 122GWh 

dec.
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MUNICIPAL RESIDENTIAL

• Historically, payments by 
municipalities are strongly correlated 
to them receiving the equitable share 
from National Treasury. Previously 
this funding was sufficient to settle 
outstanding electricity debt, but this 
is no longer the case with 
municipalities facing increased 
electricity prices and reduced 
funding. 

• Eskom 2014

• SALGA proposes that the end customer 
has a burden of a higher than 
inflationary tariff increase to bail out 
the utility. This is deemed unfair, 
unaffordable and unjustified (2015)

• Thus the richest households allocate 
0.8% of their expenditure to electricity, 
so the 25% price rise raises their 
expenditure by 0.2%. By contrast, the 
poorest households spend 5.4% of 
expenditure on electricity, so the 25% 
increase raises their expenditure by 
1.35%. (HSRC 2011)
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CLIMATE CHANGE

• “As such, the negative impacts 
of climate change will become a 
reality to which we must adapt 
in order to sustain our business. 
Adaptation risks in South Africa 
include an increased number 
and severity of droughts and 
floods, human settlement and, 
thus, infrastructure movements, 
and risks to staff and customers. 
(Eskom 2011) 
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COST OF ENERGY

• Additional payments were made 

due to dumping the IPPs off the 

grid due to low demand, and the 

need to keep the coal fired plants 

going at their lowest level to avoid 

having to shut them down and 

then risk having to cold start them 

again, with the need to then 

increase diesel at peak times.
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• With an increasingly tight capacity 
situation, compounded by the 
lower REIPPP output than assumed, 
the System Operator was required 
to utilise more diesel generation 
(from the Eskom fleet as well as the 
DoE peakers)



MAINTENANCE

• “The decline in plant availability 
from 2013 meant that even less 
capacity was available to meet 
demand and thus required the 
available plant to run even harder 
resulting in a ‘vicious 
circle…increase in maintenance was 
the major contributor to the 
improvement in plant availability in 
the 2017 and 2018 financial years. 
This improvement was, 
unfortunately, short-lived and 
availability started to decline again 
from late 2017”
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SHAREHOLDER INTERFERENCE

• If the Board could take decisions without political 
interference, she could tell the Committee what was needed. 
Eskom needed to tell SAs that Eskom needed to load shed for 
the next eight months. She understood that load shedding 
cost the economy R2 billion a day. Eskom was sitting with 
units that were nearly at the end of their lifespan. They would 
simply stop working because there had been no maintenance 
and they had not been replaced. Decisions had been taken in 
the past to keep the lights on at all costs because the country 
was nearing elections (PMG minutes, October 2019)
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GOVERNANCE
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Eskom has had 
eleven CEOs and six 
Board chairperson 
over the last ten 
years 



IS THIS WORKING?
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DIFFERENT MODEL OF ENERGY 

PROVISION
Solar water heaters to shave off 

peaks

Solar pv
reduces 
day time 

load

Time of use tariffs shift 
evening peaks to flatten 
and use power at night



THE FUTURE IS DIFFERENT



TOO BIG TO FAIL?

• Remember the Titanic



ESKOM RE-IMAGINED

1. The dragonfly needs sunshine to power its 
transformation – to dry the wings and 
strengthen the new structure – so solar 
power/ wind/ renewables are essential for 
transformation.

2. If you try to help the dragonfly, you can 
damage the wings and it will never fly – so 
politicians listen up – let Eskom 
management run Eskom.

3. Once the dragonfly emerges, it needs time 
to fully be operational – so we need to give 
Eskom time –South Africa needs stability 
to run until we are transformed – so no 
elec. price increases

4. NERSA protect South Africa



NERSA’S ROLE

• Do nothing

• Mediate increase based on 

pro and anti presentations

• Concentrate on “reasonable 

return”

• Ignore need for “continued 

improvement of the 

technical and economic 

efficiency”

• Be pro-active

• Implement NEMA

• Do research on externalities

• Analyse Eskom data re 

renewables/coal.

• Act in the public interest

• Propose law changes re RCA

• Close inefficient and polluting 

power stations



SECTION 4B, (II) OF THE ERA (2006, AS AMENDED) ALLOWS 

THE REGULATOR TO “UNDERTAKE INVESTIGATIONS AND 

INQUIRIES INTO THE ACTIVITIES OF LICENSEES”.

• conduct its own independent study on price elasticity and its impact on 

Eskom revenue.

• conduct its own independent analysis on the impact of such electricity tariff 

increases on inflation and particularly how it will impact on food security for 

the poor.

• Investigate alternative tariff structures fit for purpose

• make such studies public and use the results of such investigations to 

determine Eskom’s tariff increases.

NERSA – PRO-ACTIVE



SERVICE BEFORE PROFIT

WHAT

• Holistic regulatory and tariff reforms

• Align with Restructuring of Eskom

• Creation of a diverse and competitive generation sector

• Rationalisation of incompetent and bankrupt municipal distributors

HOW

• Specialist teams with deep local and international experience in modern 
electricity sector regulation

• NERSA cant do it alone

• Advisory committee to work with NERSA and international team
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THANK YOU
LIZ MCDAID
Emails:  liz.mcdaid@outa.co.za
Skype: liziwe mcd


