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STATEMENT BY THE CHAIRPERSON
When the National Energy Regulator of South Africa (NERSA) initially developed the
Strategic Plan 2020 to 2025, we were energised by the fact that the period covered
in this Strategic Plan coincides with the start of a new decade. It ignited a sense of new
beginnings, new ideas, new challenges, and new opportunities. In the development
of this Plan, the Energy Regulator took cognisance of where our mandate fits into the
bigger picture of energy.
In regulating the energy industry, we acknowledge the pivotal role it plays in
economic growth. In modern economies, economic growth is closely associated with
increasing energy consumption. The availability of secure, reliable, and affordable energy
supply is essential for industrial processes and the provision of public services such as
lighting, heating, cooking, information and communication technology, and mobility.
The global energy system is undergoing unprecedented change, driven by forces such
as technological innovation, changes in consumption patterns, supply dynamics and
policy shifts. These forces offer opportunities to resolve the challenges that the global
energy system faces today, namely:
tQSPWJEJOHFOFSHZBDDFTTUPUIFNPSFUIBOPOFCJMMJPOQFPQMFXIPMBDLJU
t NFFUJOH EFNBOE GPS BO BEEJUJPOBM UXP CJMMJPO QFPQMF CZ  XIJMF EFMJWFSJOH
UIBUFOFSHZBUBOBGGPSEBCMFDPTUBOE
tFOTVSJOHUIBUUIFDBSCPOGPPUQSJOUEFDMJOFT
In addition, the geopolitical landscape of energy is quickly shifting, and
environmental concerns pose a serious challenge. At the same time, the
economics of competing energy sources have changed, and the advent of Fourth Industrial
Revolution technologies has enabled new business models, while making others
obsolete. The latter has created significant uncertainty about the pace and destination
of the transformation, making a strong case for a systemic, multi-stakeholder approach
that increases the transparency of the enablers and reforms needed for countries to
achieve an effective energy transition.

It is important to note that despite the continued rapid growth in renewable energy
last year, renewable energy provided only a third of the required increase in energy
generation, with coal providing a broadly similar contribution. The increasing use of
coal within the energy sector is estimated to have more than accounted for the entire
growth of global coal consumption last year. Overall, the electricity sector is estimated to have absorbed approximately 50% growth in primary energy in 2018 and
accounted for approximately 50% of the increase in carbon emissions.
Over the next 20 years, the global energy system will face a critical challenge in
respect of decarbonising the power sector while at the same time endeavouring to
meet the rapid increase in the demand for power, especially in developing countries.
Renewable energy has a vital role to play in meeting that challenge, but it is unlikely to
be able to do so on its own. A variety of different technologies and fuels are likely to
be required, including extensive coal-to-gas switching and the widespread deployment
of carbon capture, use and storage.
Regarding continental developments, sub-Saharan Africa accounts for 4.5% of global
primary energy demand. Energy demand is very low. However, there are several
factors pointing towards potentially rapid and prolonged growth in demand: strong
FDPOPNJDFYQBOTJPOJODSFBTJOHVSCBOJTBUJPOJOEVTUSJBMJTBUJPOBOENPEFSOJTBUJPOB
CVSHFPOJOH NJEEMF DMBTT JO NBOZ DPVOUSJFT BT XFMM BT B MFHBDZ PG VONFU FOFSHZ
demand. Bioenergy demand will increase by 40% in absolute terms by 2040,
exacerbating stress on the forestry stock. The sub-Saharan Africa power
system is expanding rapidly, with generation capacity quadrupling to 385
GW. The power mix becomes more diverse, with coal (mainly South Africa) and
hydropower (all regions), being joined by greater use of gas (Nigeria,
Mozambique, Tanzania), solar (South Africa and Nigeria) and geothermal (East
Africa).
The share of renewables in total capacity more than doubled to 44%. Natural gas
resource holders can power domestic economic development and boost export
revenues, but only if the right regulation, prices, and infrastructure are in place. It is
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predicted that natural gas will nearly triple its share of the energy mix in Africa to 11%
by 2040.
The Southern African region is relatively well endowed with energy resources. It has
vast energy potential from solar, wind, nuclear, hydro, thermal, gas and petroleum
sources in several countries. Biomass is by far the largest source of energy in most
regional countries. Electricity, as the dominant source of energy in the region, is
generated mainly through thermal or hydroelectric resources. The coal industry is the
backbone of power generation in the region and a significant share of the resource
is allocated for export. The region has a large reserve of low-cost hydroelectricity in
the north (especially Inga Reservoir in the Democratic Republic of Congo [DRC]) and
Kariba Dam on the Zambia/Zimbabwe border in the middle of the regional system,
as well as large reserves of cheap coal in Botswana, Mozambique, South Africa, and
Zimbabwe.
Natural gas is becoming more significant to the region’s energy sector, as
Mozambique, Namibia, South Africa and Tanzania are developing the natural gas
fields in their respective countries. New natural gas discoveries by international oil
companies in Mozambique and Tanzania during the past decade, have ignited
investor interest in this previously under-explored region.
Furthermore, the region has some of the most significant known reserves of uranium.
The mineral is being mined in Namibia and South Africa for use as fuel for nuclear
power plants while exploration is underway in Botswana and Zimbabwe. Nuclear
technology is included in the electricity subsector, but it must be demonstrated that
nuclear power can be a safe electricity generation option and the confidence of the
population and governments must be won to endorse nuclear energy deployment in
the SADC region. Only South Africa has nuclear capacity, with tentative plans for a
new nuclear programme.
As we are planning to go into the new decade, we need to acknowledge the
developments that took place in South Africa since we published our previous
Strategic Plan. The country has been able to commit to a total of 18 000 MW of new
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generation capacity. Coal will remain a key factor in electricity generation in South
Africa in the near future. Government decided to extend Koeberg’s design life and
then expand the nuclear power programme into the future to ensure that nuclear power
remains a factor in the energy mix. Gas-to-power technologies provide the flexibility
required to complement renewable energy. Exploration to assess the magnitude of
local recoverable shale and coastal gas is being pursued. Cooperation and
partnerships-with neighbouring countries are critical for South Africa.
The Government, through the National Development Plan, envisages that by 2030
South Africa will have an energy sector that provides reliable and efficient energy
TFSWJDF BU DPNQFUJUJWF SBUFT UIBU JT TPDJBMMZ FRVJUBCMF UISPVHI FYQBOEFE BDDFTT UP
FOFSHZBUBGGPSEBCMFUBSJGGTBOEUIBUJTFOWJSPONFOUBMMZTVTUBJOBCMFUISPVHISFEVDFE
emissions and pollution.
Our Strategic Plan was geared to regulate the energy sector considering the
consequences or impact relating to the aforementioned developments and challenges.
Then the unimaginable happened. As with so many others, the roll-out of our Strategic
Plan commenced in parallel with the nation-wide lockdown, which was instituted as a
Government’s critical measure to deal with threat of the COVID-19 pandemic to the
country and its people. At that time, the effect of this virus was evident through the
myriad of the reports from all over the world. These reports highlighted the adverse
effect of the virus on countries’ economies, the resultant social crises of job losses and
financial hardships, and the rapid infection rate of the virus for which there is currently
no cure nor a vaccine.
The impact of this pandemic on the energy sector emerged slowly since the pandemic
became a global health crisis. Projections were made that the impact of COVID-19 on
energy demand in 2020 would be more than seven times larger than the impact of
the 2008 financial crisis on global energy demand. The COVID-19 crisis and measures taken to slow its spread have had a profound impact on energy demand, the
likes of which have not been seen for the past 60 to 70 years. It is also said that the
energy sector that will emerge from the COVID-19 crisis may look significantly
different from what came before. Low prices and low demand in all subsectors will leave
energy companies with weakened financial positions and often strained balance

sheets. Business lines that are insulated to a degree from market signals, including
those with renewable electricity projects, will emerge in the best financial position.
Private firms that are the most exposed to market prices will experience the most severe
financial impact. Market concentration and consolidations are likely.
In addition, it is predicted that the COVID-19 crisis will have a significant impact on
investment in the energy sector. This could raise concerns about energy security
because investment is necessary even if global energy demand takes a long time to
return to the pre-crisis trajectory. A considerable proportion of global energy investment is devoted to just sustaining existing levels of energy supply: maintaining oil
and gas production at current levels, replacing aging power generation capacity often with a capital-intensive combination of renewables and flexibility sources - and
reinvesting in aging electricity networks. Investment in these activities will have to
remain robust even with a subdued recovery.
Importantly, governments around the world will play a major role in shaping the
energy sector’s recovery from the COVID-19 crisis, just as they have long been in
the driving seat in orienting energy investment. In particular, the design of economic
stimulus packages presents a major opportunity for governments to link economic
recovery efforts with clean energy transitions - and steer the energy system onto a
more sustainable path. While the clean energy transitions and stimulus discussions
are gathering momentum, a coordinated policy effort will be needed to harvest its
opportunities and lead to a more modern, cleaner and more resilient energy sector
for all.
The impact of COVID-19 on South Africa’s economy was severe, prior to the global
crisis pandemic, South Africa’s domestic outlook for 2020 was already very weak.
South Africa is currently in its longest downward business cycle since records started
in 1945, with rising unemployment, declining real gross domestic product (GDP) per
capita, and declining business confidence. Forecasts suggest that this could be worse
because of the COVID-19 effects. It is projected that this pandemic would increase
poverty, inequality, and unemployment in South Africa.

NERSA does not function in isolation and needs to take cognisance of the
developments, trends, and challenges within the global energy environment. This
will assist in deciding on appropriate response by incorporating any relevant trends
and energy-related developments into its strategy. This was the basis for the Energy
Regulator’s decision to review the initial Strategic Plan. This was done to ensure that
we not only address the impact of COVID-19 in the short to medium term, but that
we look at the long term as well, which will go beyond the period covered by this
Strategic Plan. Since the outbreak of this pandemic, it has become clear that we will be
faced with this health threat longer than expected and that we will have to adapt to the
‘new normal’. This refers to the new way we will have to carry on with our lives, work
and interactions with other people following this crisis. Our challenge would be to
ensure that we align our move towards the new normal for NERSA with our endeavours to facilitate the availability of reliable, affordable, and clean energy, which will
lead to sustainable economic and social development. The pivotal role that NERSA
plays in the energy sector is underpinned by its mandate that is enshrined in its
founding legislation and is aligned to the objectives of our government. The focus on
this role of NERSA will be intensified in the aftermath of the COVID-19 pandemic.
NERSA will continue to align its regulatory mechanisms with the transformation of
the energy sector by ensuring the development of a sustainable energy mix that
comprises coal, solar, wind, hydro, gas, and nuclear energy. NERSA will also continue to
execute its mandate in such a manner that the country’s energy constraints are
addressed to create a conducive environment for growth and to endeavour to strike a
fair balance between the interests of consumers on the one hand and regulated entities
on the other hand.
Another priority for NERSA is the availability of secure, adequate, and reliable
energy supply. The challenges South Africa experienced in the last few years with load
shedding and unplanned power outages accentuated the importance of the
reliable supply of energy, because it severely affected all sectors of society. NERSA is
committed to collaborate with Government and all stakeholders to address this
challenge, within the parameters of its mandate. NERSA will also investigate what the
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most appropriate regulatory framework would be for the licensing of the restructured
electricity supply industry following the unbundling of Eskom.
We are aware that during this planning period NERSA, as the rest of the country,
will face challenges not necessarily known at this point in time. The current level of
uncertainty about future developments over the next four years will require innovative
approaches. A high level of agility to adapt to changing circumstances in the most
effective manner to ensure the most effective and relevant regulation of South Africa’s
energy sector will also be required. I believe that NERSA is up to this task.
I would like to take this opportunity to acknowledge the important work that the
Members of the Energy Regulator, the management team, and staff are executing,
and would like to encourage a collective and innovative spirit in implementing the
legislative mandate of NERSA and future strategic programmes.

Ms. Maleho M D Nkomo
Deputy Chairperson
National Energy Regulator of South Africa
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STATEMENT BY ACTING THE CHIEF EXECUTIVE OFFICER
The National Energy Regulator of South Africa (NERSA) was established on
1 October 2005 in terms of the National Energy Regulator Act, 2004 (Act No. 40
of 2004). Its mandate is to regulate the electricity industry in terms of the Electricity
Regulation Act, 2006 (Act No. 4 of 2006), the piped-gas industry in terms of the Gas
Act, 2001 (Act No. 48 of 2001), and the petroleum pipelines industry in terms of the
Petroleum Pipelines Act, 2003 (Act No. 60 of 2003).
The mandate of NERSA, as contained in the relevant legislation, is summarised as follows:
t*TTVJOHPGMJDFODFTBOETFUUJOHQFSUJOFOUDPOEJUJPOT
t4FUUJOHBOEPSBQQSPWJOHUBSJGGTBOEQSJDFT
t.POJUPSJOHBOEFOGPSDJOHDPNQMJBODFXJUIMJDFODFDPOEJUJPOT
t%JTQVUFSFTPMVUJPOJODMVEJOHNFEJBUJPO BSCJUSBUJPOBOEUIFIBOEMJOHPGDPNQMBJOUT
t(BUIFSJOH TUPSJOHBOEEJTTFNJOBUJOHJOEVTUSZJOGPSNBUJPO
t4FUUJOHPGSVMFT HVJEFMJOFTBOEDPEFTGPSUIFSFHVMBUJPOPGUIFUISFFJOEVTUSJFT
t%FUFSNJOBUJPOPGDPOEJUJPOTPGTVQQMZBOEBQQMJDBCMFTUBOEBSET
t3FHJTUSBUJPOPGJNQPSUBOEQSPEVDUJPOBDUJWJUJFT
In carrying out its mandate, NERSA endeavours to achieve its vision to be a
recognised world-class leader in energy regulation. NERSA is expected to
implement its mandate and to take the necessary regulatory decisions proactively in
anticipation of and in response to the changing circumstances in the energy industry.
The role of NERSA is to ensure the development and sustainability of the electricity,
piped-gas and petroleum pipelines industries, while facilitating the affordability of and
accessibility to these industries to balance the economic interests of all stakeholders to
ensure sustainable socio-economic development of South Africa and a better life for all.
During the previous planning period, the Regulator upheld its regulatory principles of
transparency, neutrality, consistency and predictability, independence, accountability
and integrity in regulating the electricity, piped-gas and petroleum pipelines industries.

The highlights of NERSA’s achievements range from putting in place
structures and systems that ensure sound corporate governance and
capacity building, to the provision of current and user-friendly information, as well as the
development, fine tuning and implementation of regulatory methodologies, processes,
procedures and systems to ensure that NERSA delivers on its mandate. NERSA’s
focus was the continued alignment of its regulatory mechanisms with the
transformation of the energy sector by ensuring the development of a sustainable
energy mix.
The Regulator also continued to ensure the orderly development in the energy
sector, mainly through licensing, setting and approving of prices and tariffs, compliance
monitoring and enforcement, and dispute resolution in the electricity, piped-gas and
petroleum pipelines industries. In addition, NERSA commenced with a process to
contribute towards the transformation of the energy industry, within the ambit of our
mandate.
We continuously endeavoured to strike the balance between the interests of
producers and investors, and those of South African citizens across all our primary
activities, namely licensing, setting and approving of prices and tariffs, compliance
monitoring and enforcement, and dispute resolution in the electricity, piped gas and
petroleum pipelines industries. Furthermore, the Regulator continued to engage
with other regulatory bodies to align its regulatory processes with international best
practices.
In developing this Strategic Plan, the mandate of NERSA as well
as key policy priorities were taken into account. The strategic focus
stated in this Strategic Plan is in line with and in support of the following key
priorities of Government, as espoused in the Medium-Term Strategic Framework:
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t1SJPSJUZ&DPOPNJDUSBOTGPSNBUJPOBOEKPCDSFBUJPO
t1SJPSJUZ&EVDBUJPO TLJMMTBOEIFBMUI
t1SJPSJUZ"CFUUFS"GSJDBBOEXPSME
It also supports the National Development Plan (NDP), which is a plan for the
country to eliminate poverty and reduce inequality by 2030 through uniting South
Africans, unleashing the energies of its citizens, growing an inclusive economy, building
capabilities, enhancing the capability of the state and leaders working together to
solve complex problems.
However, due to the changing circumstances as a result of the global
COVID-19 pandemic, the Regulator decided to review this Strategic Plan. The
reason being that we needed to ensure that NERSA is geared to effectively
regulate an energy sector in a country that is adversely affected by this pandemic.
In view of the far-reaching impact of the COVID-19 pandemic, NERSA will put
measures in place to ensure we continuously identify areas affected by this
pandemic to be able to timeously put mitigating strategies in place. With the
realisation that this pandemic will be prevalent for the foreseeable future, NERSA
will have to be more innovative and agile in ensuring that we continue to ensure
the orderly development in the energy sector, mainly through licensing, setting
and approving of prices and tariffs, compliance monitoring and enforcement, and
dispute resolution in the electricity, piped-gas and petroleum pipelines industries.
During the review of this Strategic Plan, it became clear that NERSA needs to
re-assess how it operates and put an operating model in place that will improve our
efficacy. This is informed by our commitment to achieve our vision through our mission to
regulate the energy industry in accordance with government laws and policies,
standards and international best practices in support of sustainable socio-economic
development.
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The severe impact of COVID-19 on the economy of South Africa, when
our economy was already severely strained, will require NERSA to
focus more on its role in advancing economic growth and social development
within South Africa. Another priority for NERSA will be to contribute towards
the transformation of the energy industry, within the ambit of our mandate.
In view of the aforementioned, NERSA remains committed to increasing delivery on its
mandate as well as evaluating the impact of our actions.
Specific outcomes were identified that will guide the Regulator’s
programmes for the next five years in respect of each of the regulated industries:
Electricity Industry
1. Accessible and cost-reflective electricity that is equitably distributed for consumption
2. Diverse energy supply that is certain and secure for current and future user needs
3. Conducive regulatory environment that results in regulatory certainty and increased
investment in the electricity industry.
Petroleum Pipelines Industry
1. Equitable access to affordable petroleum products, services and infrastructure at
competitive prices
2. Efficient, sustainable, equitable and orderly development of a transformed,
competitive and accessible petroleum pipelines industry
3. A conducive regulatory environment that results in regulatory certainty and
increased investment in the petroleum industry.
Piped-Gas Industry
1. Equitable access to affordable gas services at competitive prices
2. Efficient, sustainable, equitable and orderly development of a transformed,
competitive and accessible piped-gas industry
3. A conducive regulatory environment that results in regulatory certainty and
increased investment in the piped-gas industry.

The organisational outcomes are as follows:
1. Creation of an enabling environment for internal and external stakeholders through
proactive, dynamic and data-driven advisory, advocacy and decision-making.
2. An effective operating model that enables the organisation to fulfil its role effectively.
The achievement of the above outcomes will be enabled through,
BNPOH PUIFST  SFWJTFE SFHVMBUPSZ NFUIPEPMPHJFT BOE SVMFT DPOUJOVFE
NPOJUPSJOH
PG
MJDFOTFFT
QFSGPSNBODF
DPOUSJCVUJOH
UPXBSET
UIF
SFTUSVDUVSJOHPGUIFFOFSHZJOEVTUSZQFSJPEJDBTTFTTNFOUPGBEFRVBDZPGDPNQFUJUJPO
EFDSFBTJOHSFHVMBUPSZCVSEFOJNQSPWFEDSJUJDBMCVTJOFTTBOESFHVMBUPSZQSPDFTTFT
We believe the aforementioned will enable NERSA to contribute towards and
address the challenges identified by the Department of Mineral Resources and
Energy, namely the impact of high electricity prices and the security of energy supply.
NERSA will continue to place emphasis on facilitating the entry of new
players into the energy sector, particularly in the light of the generally
monopolistic nature of the electricity, piped-gas and petroleum pipelines industries.

Our overall aim remains that the impact of implementing this Strategic Plan is to
facilitate a secure, reliable, affordable, sustainable, competitive and transformed
energy industry, which contributes to the economic growth of South Africa. In
order to achieve this, NERSA places a high premium on capacity building of its staff
complement. In addition to the training and development for staff members, NERSA
has been and will continue to run successful internship and learnership programmes.
NERSA is fully committed to the implementation of this Strategic Plan, with
the strategic guidance and support of the Energy Regulator. I would like to
take this opportunity to acknowledge the important work that the staff are
executing and would like to encourage an innovative and collaborative spirit in
implementing the legislative mandate of NERSA and future strategic programmes.

Nomalanga Sithole
Acting Chief Executive Officer of the National Energy Regulator of South Africa
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PART A: OUR MANDATE
1. CONSTITUTIONAL MANDATE
1.1. The Energy Regulator is listed as a public entity in terms of Schedule 3A of the
Public Finance Management Act, 1999 (Act No. 1 of 1999).
1.2. The Constitution of South Africa is applicable to NERSA in conduct of its
business, with specific reference to the Bill of Rights.
1.3. NERSA’s responsibility is carried out through licensing, setting or approving of
prices and tariffs, compliance monitoring and enforcement, and dispute
resolution in the electricity, piped-gas and petroleum pipelines industries. It
facilitates, through its regulatory functions, the construction of power stations,
pipelines and storage facilities to ensure continued access to energy and
security of supply in the country. NERSA’s commitment to the protection of the
environment and the growth of cleaner, more resource-efficient production of
energy is built into its regulatory functions.
2. LEGISLATIVE AND POLICY MANDATES
2.1. RELEVANT LEGISLATION
2.1.1. NERSA is the regulatory authority established in terms of the National Energy
Regulator Act, 2004 (Act No. 40 of 2004) with the mandate to
‘undertake the functions of the National Electricity Regulator as set out in the
Electricity Regulation Act, 2006 (Act No. 4 of 2006), undertake the functions
of the Gas Regulator as set out in the Gas Act, 2001 (Act No. 48 of 2001),
undertake the functions of the Petroleum Pipelines Regulatory Authority as
set out in the Petroleum Pipelines Act, 2003 (Act No. 60 of 2003) and to
perform such other functions as may be assigned to it by or under these Acts’.
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2.1.2. NERSA’s mandate is anchored in the following four primary Acts:
tUIF/BUJPOBM&OFSHZ3FHVMBUPS"DU  "DU/PPG
tUIF&MFDUSJDJUZ3FHVMBUJPO"DU  "DU/PPG  &3" 
tUIF(BT"DU  "DU/PPG BOE
tUIF1FUSPMFVN1JQFMJOFT"DU  "DU/PPG 
2.1.3. The regulatory functions of NERSA, as contained in the legislation relevant
for the regulation of the energy industry, are summarised as follows:
tJTTVJOHPGMJDFODFTXJUIDPOEJUJPOT
tTFUUJOHBOEPSBQQSPWJOHUBSJGGTBOEQSJDFT
tNPOJUPSJOHBOEFOGPSDJOHDPNQMJBODFXJUIMJDFODFDPOEJUJPOT
tEJTQVUFSFTPMVUJPOJODMVEJOHNFEJBUJPO BSCJUSBUJPOBOEUIFIBOEMJOHPG
DPNQMBJOUT
tHBUIFSJOH TUPSJOHBOEEJTTFNJOBUJOHJOEVTUSZJOGPSNBUJPO
         t TFUUJOH PG SVMFT  HVJEFMJOFT BOE DPEFT GPS UIF SFHVMBUJPO PG UIF UISFF
JOEVTUSJFT
tEFUFSNJOJOHPGDPOEJUJPOTPGTVQQMZBOEBQQMJDBCMFTUBOEBSET
           t DPOTVMUJOH XJUI HPWFSONFOU EFQBSUNFOUT BOE PUIFS CPEJFT XJUI SFHBSE
to industry development and regarding any matter contemplated in the
UISFFJOEVTUSZ"DUT
           t FYQSPQSJBUJOH MBOE BT OFDFTTBSZ UP NFFU UIF PCKFDUJWFT PG UIF SFMFWBOU
MFHJTMBUJPO
tSFHJTUSBUJPOPGJNQPSUBOEQSPEVDUJPOGBDJMJUJFTBOE
tQFSGPSNJOHBOZBDUJWJUZJODJEFOUBMUPUIFFYFDVUJPOPGJUTEVUJFT
2.1.4. Each one of the industry-specific Acts that NERSA is deriving its mandate
from, has certain objects that should be achieved if NERSA carries out its
functions as defined in these Acts.

a) The objects of the Electricity Regulation Act as stipulated in section 2 of
the Act, are to:
  t BDIJFWF UIF FGåDJFOU  FGGFDUJWF  TVTUBJOBCMF BOE PSEFSMZ EFWFMPQNFOU
BOEPQFSBUJPOPGFMFDUSJDJUZTVQQMZJOGSBTUSVDUVSFJO4PVUI"GSJDB
 t FOTVSF UIBU UIF JOUFSFTUT BOE OFFET PG QSFTFOU BOE GVUVSF FMFDUSJDJUZ
customers and end users are safeguarded and met, having regard to the
governance, efficiency, effectiveness and long-term sustainability of the
electricity supply industry within the broader context of economic energy
SFHVMBUJPOJOUIF3FQVCMJD
tGBDJMJUBUFJOWFTUNFOUJOUIFFMFDUSJDJUZTVQQMZJOEVTUSZ
tGBDJMJUBUFVOJWFSTBMBDDFTTUPFMFDUSJDJUZ
tQSPNPUFUIFVTFPGEJWFSTFFOFSHZTPVSDFTBOEFOFSHZFGåDJFODZ
tQSPNPUFDPNQFUJUJWFOFTTBOEDVTUPNFSBOEFOEVTFSDIPJDFBOE
  t GBDJMJUBUF B GBJS CBMBODF CFUXFFO UIF JOUFSFTUT PG DVTUPNFST BOE FOE
users, licensees, investors in the electricity supply industry and the public.
b) The objects of the Gas Act as stipulated in section 2 of the Act, are to:
  t QSPNPUF UIF FGåDJFOU  FGGFDUJWF  TVTUBJOBCMF BOE PSEFSMZ EFWFMPQNFOU
and operation of gas transmission, storage, distribution, liquefaction
and re-gasification facilities and the provision of efficient, effective
and sustainable gas transmission, storage, distribution, liquefaction,
SFHBTJåDBUJPOBOEUSBEJOHTFSWJDFT
tGBDJMJUBUFJOWFTUNFOUJOUIFHBTJOEVTUSZ
  t FOTVSF UIF TBGF  FGåDJFOU  FDPOPNJD BOE FOWJSPONFOUBMMZ SFTQPOTJCMF
USBOTNJTTJPO EJTUSJCVUJPO TUPSBHF MJRVFGBDUJPOBOESFHBTJåDBUJPOPGHBT
     t QSPNPUF DPNQBOJFT JO UIF HBT JOEVTUSZ UIBU BSF PXOFE PS DPOUSPMMFE
by historically disadvantaged South Africans by means of licence
DPOEJUJPOTTPBTUPFOBCMFUIFNUPCFDPNFDPNQFUJUJWF
tFOTVSFUIBUHBTUSBOTNJTTJPO TUPSBHF EJTUSJCVUJPO USBEJOH MJRVFGBDUJPO
and re-gasification services are provided on an equitable basis and that
the interests and needs of all parties concerned are taken into
DPOTJEFSBUJPO
tQSPNPUFTLJMMTEFWFMPQNFOUBNPOHFNQMPZFFTJOUIFHBTJOEVTUSZ
tQSPNPUFFNQMPZNFOUFRVJUZJOUIFHBTJOEVTUSZ

tQSPNPUFUIFEFWFMPQNFOUPGDPNQFUJUJWFNBSLFUTGPSHBTBOEHBT
TFSWJDFT
tGBDJMJUBUFHBTUSBEFCFUXFFOUIF3FQVCMJDBOEPUIFSDPVOUSJFTBOE
tQSPNPUFBDDFTTUPHBTJOBOBGGPSEBCMFBOETBGFNBOOFS
c) The objects of the Petroleum Pipelines Act as stipulated in section 2 of
the Act, are to:
 t QSPNPUF DPNQFUJUJPO JO UIF DPOTUSVDUJPO BOE PQFSBUJPO PG QFUSPMFVN
QJQFMJOFT MPBEJOHGBDJMJUJFTBOETUPSBHFGBDJMJUJFT
 t QSPNPUF UIF FGåDJFOU  FGGFDUJWF  TVTUBJOBCMF BOE PSEFSMZ EFWFMPQNFOU 
operation and use of petroleum pipelines, loading facilities and storage
GBDJMJUJFT
 t FOTVSF UIF TBGF  FGåDJFOU  FDPOPNJD BOE FOWJSPONFOUBMMZ SFTQPOTJCMF
USBOTQPSU MPBEJOHBOETUPSBHFPGQFUSPMFVN
tQSPNPUFFRVJUBCMFBDDFTTUPQFUSPMFVNQJQFMJOFT MPBEJOHGBDJMJUJFTBOE
TUPSBHFGBDJMJUJFT
tGBDJMJUBUFJOWFTUNFOUJOUIFQFUSPMFVNQJQFMJOFJOEVTUSZ
tQSPWJEFGPSUIFTFDVSJUZPGQFUSPMFVNQJQFMJOFTBOESFMBUFE
JOGSBTUSVDUVSF
tQSPNPUFDPNQBOJFTJOUIFQFUSPMFVNQJQFMJOFJOEVTUSZUIBUBSFPXOFE
or controlled by historically disadvantaged South Africans, by means of
MJDFODFDPOEJUJPOTUPFOBCMFUIFNUPCFDPNFDPNQFUJUJWF
tQSPNPUFUIFEFWFMPQNFOUPGDPNQFUJUJWFNBSLFUTGPSQFUSPMFVN
QSPEVDUT
tQSPNPUFBDDFTTUPBGGPSEBCMFQFUSPMFVNQSPEVDUTBOE
tFOTVSFBOBQQSPQSJBUFTVQQMZPGQFUSPMFVNUPNFFUNBSLFU
requirements.
d) The object of the National Energy Regulator Act as stipulated in section
1 of the Act, is to:
tFTUBCMJTIB/BUJPOBM&OFSHZ3FHVMBUPSGPSUIFSFHVMBUJPOPGUIF
electricity, piped-gas and petroleum pipelines industries
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2.1.5. The Electricity Regulation Act, the Gas Act and the Petroleum Pipelines Act
gives the Minister of Mineral Resources and Energy (the Minister) the power
to make Regulations in terms of which NERSA must discharge its mandate.
a) The Minister has published the following Electricity Industry Regulations:
tUIF&MFDUSJDJUZ3FHVMBUJPOTGPS&YQSPQSJBUJPOPOCFIBMGPGBMJDFOTFF
tUIF&MFDUSJDJUZ3FHVMBUJPOTGPSDPNQVMTPSZOPSNTBOETUBOEBSEGPS
SFUJDVMBUJPOTFSWJDFT
tUIF&MFDUSJDJUZ3FHVMBUJPOTPOEFWJBUJPOGSPNTFUPSBQQSPWFEUBSJGGT
and
tUIF3FWJTFE/FX(FOFSBUJPO3FHVMBUJPOTXFSFJTTVFEPO.BZ
b) The Minister has published the following Piped-Gas Industry Regulations
on 20 April 2007, which deal with, amongst others:
tUIJSEQBSUZBDDFTTUPUSBOTNJTTJPOBOETUPSBHFGBDJMJUJFT
tFYQSPQSJBUJPOQSPDFEVSFTBOEUJNFMJOFT
tNFDIBOJTNTUPQSPNPUFIJTUPSJDBMMZEJTBEWBOUBHFE4PVUI"GSJDBOT
tNFEJBUJPOBOEBSCJUSBUJPOQSPDFEVSFTBOE
tQSJDFSFHVMBUJPOQSJODJQMFTBOEQSPDFEVSFT
c) The Minister has published the following Petroleum Pipelines Industry
Regulations on 4 April 2008. The Regulations deal with, amongst
others:
tUIJSEQBSUZBDDFTTUPTUPSBHFGBDJMJUJFT
tTFUUJOHPGUBSJGGTGPSQFUSPMFVNQJQFMJOFTBOEBQQSPWBMPGUBSJGGTGPS
QFUSPMFVNMPBEJOHBOETUPSBHFGBDJMJUJFT
tFYQSPQSJBUJPOQSPDFEVSFTBOEUJNFMJOFT
tNFDIBOJTNTUPQSPNPUFIJTUPSJDBMMZEJTBEWBOUBHFE4PVUI"GSJDBOTBOE
tNFEJBUJPOBOEBSCJUSBUJPOQSPDFEVSFT
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2.1.6. NERSA derives its revenue by, amongst others, imposing prescribed levies
on the regulated industries following a prescribed transparent procedure. In
this regard, the following Acts govern the imposition of such levies:
tUIF(BT3FHVMBUPS-FWJFT"DU  "DU/PPG 
tUIF1FUSPMFVN1JQFMJOFT-FWJFT"DU  "DU/PPG BOE
tTFDUJPO#PGUIF&MFDUSJDJUZ"DU  "DU/PPG 
2.1.7. Apart from the afore-mentioned industry specific legislation that anchors
NERSA’s mandate and the imposition of levies, the following facilitating
and foundational legislation are also applicable to NERSA’s conduct of its
business:
tUIF1VCMJD'JOBODF.BOBHFNFOU"DU  "DU/PPG  1'." 
XIJDITQFDJåFTUIFBDDPVOUJOHPG/&34"BTB4FDUJPO"1VCMJD&OUJUZ
tUIF1SPNPUJPOPG"DDFTTUP*OGPSNBUJPO"DU  "DU/PPG 
(PAIA), which determines the way that NERSA has to treat access to
JOGPSNBUJPO
t UIF 1SPNPUJPO PG "ENJOJTUSBUJWF +VTUJDF "DU   "DU /P  PG  
1"+" XIJDIEFUFSNJOFTKVTUBENJOJTUSBUJWFBDUJPOPG/&34"
tUIF1SPUFDUJPOPG1FSTPOBM*OGPSNBUJPO  "DU/PPG XIJDI
EFUFSNJOFTUIFXBZUIBU/&34"IBTUPUSFBUQFSTPOBMJOGPSNBUJPOBOE
tBMMPUIFSBQQMJDBCMFMBXTPGUIF3FQVCMJDPG4PVUI"GSJDB
2.2. RELEVANT POLICIES
NERSA’s mandate is further derived from published government policies and
regulations developed by the Minister in terms of the Electricity Regulation Act,
Gas Act and Petroleum Pipelines Act. As outlined in these legislative prescripts,
NERSA must make decisions that are not at variance with published government
policy. The relevant applicable policies are:
t8IJUF1BQFSPO&OFSHZ1PMJDZGPS4PVUI"GSJDBPG
t&MFDUSJDJUZ1SJDJOH1PMJDZ &11 PGUIF4PVUI"GSJDBO&MFDUSJDJUZ4VQQMZ*OEVTUSZ
t'SFF#BTJD&MFDUSJDJUZ1PMJDZ

t8IJUF1BQFSPO3FOFXBCMF&OFSHZ1PMJDZGPS4PVUI"GSJDBPG
t&OFSHZ4FDVSJUZ.BTUFS1MBO-JRVJE'VFMTQVCMJTIFECZUIF%FQBSUNFOUPG
&OFSHZJOBOE
t/BUJPOBM%FWFMPQNFOU1MBO
t*OEVTUSJBM1PMJDZ"DUJPO1MBO *1"1 BOE
t*OUFHSBUFE3FTPVSDF1MBO *31 
3. INSTITUTIONAL POLICIES AND STRATEGIES OVER THE FIVE-YEAR PLANNING
PERIOD
3.1. Although policy formulation is outside of NERSA’s realm of authority, specific
policy gaps are continuously identified that require ongoing
dialogue and strategic engagement with the Department of
Mineral Resources and Energy in order to ensure that there is alignment
between NERSA’s strategic direction and the Department’s policy thrusts.
3.2. In the previous five-year planning period, NERSA has seen that there are
developments in the three industries that are not covered by the current
industry-specific Acts. This require a review of the regulatory legislation.
3.3. In addition to its mandate as per the legislation mentioned in the previous
section, the Energy Regulator’s decisions are informed by published policies
of government. Within the parameters of NERSA’s mandate and the resultant
functions, NERSA contributes towards critical government priorities and
   QSPHSBNNFT  #FMPX JT B TVNNBSZ PG /&34"T DPOUSJCVUJPOT UPXBSET UIF o
tFOBCMJOHNJMFTUPOFTJOUIF/BUJPOBM%FWFMPQNFOU1MBO /%1 
tTUSBUFHJDJOUFHSBUFEQSPKFDUTJOUIF/BUJPOBM*OGSBTUSVDUVSF1MBOBOE
tTFWFOQSJPSJUJFTBOOPVODFECZUIF)POPVSBCMF1SFTJEFOU .S$ZSJM
Ramaphosa during the State of the Nation Address (SONA) in Parliament
on 20 June 2019

3.3.1. NERSA’S CONTRIBUTION TO THE NATIONAL DEVELOPMENT PLAN
The National Development Plan (NDP) is a plan for the country to eliminate
poverty and reduce inequality by 2030 through uniting South Africans, unleashing the
energies of its citizens, growing an inclusive economy, building capabilities,
enhancing the capability of the state and leaders working together to solve complex
problems. The high-level objectives of the NDP are to:
tSFEVDFUIFOVNCFSPGQFPQMFXIPMJWFJOIPVTFIPMEXJUIBNPOUIMZJODPNF
CFMPXSQFSQFSTPO JOQSJDFT GSPNUP[FSPBOE
tSFEVDFJOFRVBMJUZ BTNFBTVSFECZUIF(JOJ$PFGåDJFOU GSPNUP
Chapter 4 of the NDP deals with Economic infrastructureothe foundation of social and
economic development. This chapter places emphasis on the need for South Africa to
maintain and expand, among others, its electricity infrastructure in order to support
economic growth and social development goals. In respect of the regulation of the energy sector, NERSA noted that the NDP calls for more emphasis on stimulating market
competition and promoting affordable access to quality services when issuing licences
and setting tariffs.
In order to achieve the NDP goals by 2030, 19 enabling milestones were identified.
Even though NERSA contributes indirectly to most of the enabling milestones, NERSA
contributes specifically to 4 pertinent enabling milestones. Table 1 below summarises
NERSA’s contribution to the relevant enabling milestones.
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Table 1: NERSA’s contribution to the NDP
Relevant enabling milestones

NERSA’s contribution

1: Increase employment from 13 million in
2010 to 24 million in 2030

t*NQMFNFOUBUJPOPGUIF:PVUI&NQMPZNFOU"DDPSE
t*NQMFNFOUBUJPOPGB-FBSOFSTIJQ1SPHSBNNFBTXFMMBTBO*OUFSOTIJQ1SPHSBNNF
t5SBJOJOHBOEEFWFMPQNFOUPGTUBGGBOETUBLFIPMEFST
t5FDIOP(JSMTQSPHSBNNFXIFSFUFOHJSMTGSPNHSBEFUPHSBEFBSFFYQPTFEUP/&34"TBDUJWJUJFTUISPVHIWJTJUTUPUIF
organisation during school holidays.

4: Establish a competitive base of
infrastructure, human resources and
regulatory frameworks

t1VCMJDBUJPOPGSVMFT DPEFTBOEHVJEFTGPSUIFSFHVMBUJPOPGUIFFMFDUSJDJUZ QJQFEHBTBOEQFUSPMFVNQJQFMJOFTJOEVTUSJFT
t4FUUJOHSVMFTBOEGSBNFXPSLTUIBUGBDJMJUBUFUIFCVJMEJOHPGOFXJOGSBTUSVDUVSF
t4FUUJOHBOEPSBQQSPWJOHDPTUSFýFDUJWFUBSJGGTBOENBSLFUSFMBUFEQSJDFTUIBUFODPVSBHFJOWFTUNFOU
t'BDJMJUBUJOHBOEFOGPSDJOHUIJSEQBSUZBDDFTTUPGBDJMJUJFTUISPVHIMJDFODFDPOEJUJPOT
t.POJUPSJOHDPNQMJBODFUISPVHIVOEFSUBLJOHUFDIOJDBMBVEJUTMFBEJOHUPSFHVMBSNBJOUFOBODFBOESFGVSCJTINFOUPG
infrastructure and thus contributing to an increase in quality of supply

5: Ensure that skilled, technical, professional t/&34"FOTVSFTDPOUJOVFEDPNQMJBODFXJUIUIF4LJMMT%FWFMPQNFOU"DU/PPG
and managerial posts better reflect the t*NQMFNFOUBUJPOPGBO&NQMPZNFOU&RVJUZ1MBO
country’s racial, gender and disability t8IFOSFDSVJUJOHOFXTUBGGNFNCFST /&34"FOTVSFTBTGBSBTQPTTJCMFUIBUUIFSFQSFTFOUBUJPOXJUIJOUIFSFMFWBOUEFQBSUNFOU
and division reflects the country’s racial, gender and disability makeup.
makeup
6: Broaden ownership of assets to historically t-JDFOTJOHBOEUIFTFUUJOHBOEPSBQQSPWJOHPGUBSJGGTBOEQSJDFT BTJOUIJTNBOOFS/&34"DSFBUFTQSFDPOEJUJPOTUPXBSETUIF
disadvantaged groups
BDIJFWFNFOUPGUIJTNJMFTUPOF
t*TTVJOHMJDFODFTUPFMJHJCMFBQQMJDBOUTUPGBDJMJUBUFUIFNFFUJOHPGTUBUFETPDJPFDPOPNJDEFWFMPQNFOUUBSHFUT
t'BDJMJUBUJOHBOEFOGPSDJOHUIJSEQBSUZBDDFTTUPGBDJMJUJFT
t1SPNPUJOHDPNQBOJFTUIBUBSFPXOFEBOEDPOUSPMMFECZ)JTUPSJDBMMZ%JTBEWBOUBHFE*OEJWJEVBMT )%*T UPCFDPNFDPNQFUJUJWF
and
t3FHVMBUPSZBEWPDBDZGPSTUSFOHUIFOJOHUIFQPXFSTPGUIF3FHVMBUPS
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Relevant enabling milestones

NERSA’s contribution

10: Produce sufficient energy to support
industry at competitive prices, ensuring access for poor households, while
reducing carbon emissions per unit of
power by about one-third

t3FHVMBUJOHJOBNBOOFSUIBUGBDJMJUBUFTTFDVSJUZPGTVQQMZ
t5BLJOHBGGPSEBCJMJUZJOUPDPOTJEFSBUJPOXIFOTFUUJOHBOEPSBQQSPWJOHUBSJGGTBOEQSJDFT
t%FUFSNJOJOHJODMJOJOHCMPDLUBSJGGTBOEGSFFCBTJDFMFDUSJDJUZUBSJGGTUPQSPUFDUUIFMPXJODPNFFMFDUSJDJUZDPOTVNFST
t'BDJMJUBUJOHUIFDPODMVTJPOPG1PXFS1VSDIBTF"HSFFNFOUTCFUXFFOUIFCVZFSBOEUIFSFOFXBCMFFOFSHZ*OEFQFOEFOU
1PXFS1SPEVDFST
t'BDJMJUBUJPOPGUIFJNQMFNFOUBUJPOPGUIF*OUFHSBUFE3FTPVSDF1MBO *31 UISPVHIDPOTJEFSJOHDPODVSSJOHXJUIEFUFSNJOBUJPOT
NBEFCZUIF.JOJTUFSJOMJOFXJUITFDUJPOPGUIF&MFDUSJDJUZ3FHVMBUJPO"DU  "DU/PPG 
t%FWFMPQNFOUBOEJNQMFNFOUBUJPOPGUIF(SJE$PEFGPSSFOFXBCMFFOFSHZUPGBDJMJUBUFUIFJOUSPEVDUJPOPGSFOFXBCMFFOFSHZ
QPXFSQSPEVDFST
t3FHJTUSBUJPOPGHBTJNQPSUBUJPOBOEQSPEVDUJPOGBDJMJUJFT
t.POJUPSUIFJNQMFNFOUBUJPOPGUIF(BT6UJMJTBUJPO.BTUFS1MBO PODFQSPNVMHBUFE 'BDJMJUBUJOHBDDFTTUPFMFDUSJDJUZJO
TFUUJOHBTJEFTPNFGVOETGPSUIF&MFDUSJåDBUJPO$SPTTTVCTJEZBTQBSUPGEFUFSNJOJOHFMFDUSJDJUZQSJDFT
t*ODPSQPSBUJOHDPNQMJBODFXJUIUIF/BUJPOBM&OWJSPONFOUBM.BOBHFNFOU"DU  "DU/PPG JOUPMJDFODF
DPOEJUJPOT
t1SPNPUJOHFOFSHZFGåDJFODZJOHFOFSBMJO4PVUI"GSJDBBOEJOQBSUJDVMBSJOUIF/&34"CVJMEJOH
t'BDJMJUBUJOHUIFUSBOTJUJPOUPBMPXDBSCPOFDPOPNZBOE
t3FHVMBUPSZBEWPDBDZXJUISFHBSEUPDMFBOFSGVFMTQPMJDZ
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3.3.2. NERSA’S CONTRIBUTION TO THE MEDIUM TERM STRATEGIC FRAMEWORK
2019-2024
a) The Medium Term Strategic Framework (MTSF) is a five-year plan of
government that is intended to implement the electoral mandate and the
National Development Plan Vision (NDP) 2030.
b)

It aims to address the challenges of unemployment,
equality and poverty through three pillars of the NDP:
t"DIJFWJOHBNPSFDBQBCMF4UBUF
t%SJWJOHBTUSPOHBOEJODMVTJWFFDPOPNZ
t#VJMEJOHBOETUSFOHUIFOJOHUIFDBQBCJMJUJFTPG4PVUI"GSJDBOT
c)

in

The seven priorities, which will be achieved through more focused
implementation, coordination and integration by the various levels of
government including state owned enterprises, the private sector and civil
society, are as follows:

t1SJPSJUZ"DBQBCMF FUIJDBMBOEEFWFMPQNFOUBMTUBUF
t1SJPSJUZ&DPOPNJDUSBOTGPSNBUJPOBOEKPCDSFBUJPO
t1SJPSJUZ&EVDBUJPO TLJMMTBOEIFBMUI
t1SJPSJUZ$POTPMJEBUJOHUIFTPDJBMXBHFUISPVHISFMJBCMFBOERVBMJUZ
basic services
t1SJPSJUZ4QBUJBMJOUFHSBUJPO IVNBOTFUUMFNFOUTBOEMPDBMHPWFSONFOU
t1SJPSJUZ4PDJBMDPIFTJPOBOETBGFDPNNVOJUJFT
t1SJPSJUZ"CFUUFS"GSJDBBOEXPSME
d) NERSA identified the following government priorities to which it can
DPOUSJCVUFoBTQBSUPGJNQMFNFOUJOHJUTNBOEBUF
t1SJPSJUZ&DPOPNJDUSBOTGPSNBUJPOBOEKPCDSFBUJPO
t1SJPSJUZ&EVDBUJPO TLJMMTBOEIFBMUI
t1SJPSJUZ"CFUUFS"GSJDBBOEXPSME

Table 2: NERSA’s contribution to government’s priorities
Relevant Priorities

NERSA’s contribution

2: Economic Transformation and Job
Creation

By facilitating investment in the energy industry and thereby contributing to economic growth, leading to job creation, NERSA
contributes through:
tMJDFOTJOHBOEUIFTFUUJOHBOEPSBQQSPWJOHPGUBSJGGTBOEQSJDFT BTJOUIJTNBOOFS/&34"DSFBUFTQSFDPOEJUJPOTUPXBSETUIF
BDIJFWFNFOUPGUIJTQSJPSJUZ
tBQQSPWJOHSFOFXBCMFFOFSHZMJDFOTFTUPFOTVSFUIBUUIFTPDJPFDPOPNJDEFWFMPQNFOUDPNNJUNFOUTTQFDJåFEJOUIFCJEEJOH
QSPDFTTBSFNFU
tQSPNPUJOHDPNQBOJFTUIBUBSFPXOFEBOEDPOUSPMMFECZ)JTUPSJDBMMZ%JTBEWBOUBHFE*OEJWJEVBMT )%*T UPCFDPNFDPNQFUJUJWF
and
tSFHVMBUJOHJOBNBOOFSUIBUGBDJMJUBUFTTFDVSJUZPGTVQQMZ
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Relevant Priorities

NERSA’s contribution
Contributing to a competitive and responsive economic infrastructure network through:
t4FUUJOHSVMFTBOEGSBNFXPSLTUIBUGBDJMJUBUFUIFCVJMEJOHPGOFXJOGSBTUSVDUVSF
t4FUUJOHBOEPSBQQSPWJOHDPTUSFýFDUJWFUBSJGGTBOEQSJDFTUIBUFODPVSBHFFGåDJFOUJOWFTUNFOU
t'BDJMJUBUJOHBOEFOGPSDJOHUIJSEQBSUZBDDFTTUPGBDJMJUJFT
t.POJUPSJOHDPNQMJBODFBOEVOEFSUBLJOHUFDIOJDBMBVEJUTMFBEJOHUPSFHVMBSNBJOUFOBODFBOESFGVSCJTINFOUPGUIF
JOGSBTUSVDUVSFBOEUIFSFGPSUPUIFJNQSPWFNFOUJORVBMJUZPGTVQQMZBOE
t1SPNPUJOHDPNQFUJUJPOBOEDPNQFUJUJWFOFTTJOUIFFOFSHZJOEVTUSZ

Priority 3: Education, skills and health

t*NQMFNFOUBUJPOPGUIF-FBSOFSTIJQBOE*OUFSOTIJQ1SPHSBNNFT
t*NQMFNFOUBUJPOPGUIFCVSTBSZQSPHSBNNFGPSRVBMJGZJOHFYUFSOBMBQQMJDBOUT
t$PPSEJOBUJOHUIFEFTJHOPGBSFHVMBUPSZDPVSTFBUBOBDDSFEJUFEJOTUJUVUJPOPGIJHIFSMFBSOJOHBOE
t$PPSEJOBUJOHUIFEFWFMPQNFOUPGBUFDIOJDBMSFHVMBUPSZUSBJOJOHBOEEFWFMPQNFOUQSPHSBNNF

6: A Capable, Ethical and Developmental
State

t5SBOTQBSFOUSFHVMBUPSZQSPDFTTFT
t"MMEFDJTJPOTBOESFBTPOTUIFSFPGBSFNBEFQVCMJDUISPVHICFJOHQVCMJTIFEPOUIFXFCTJUF
t5IFQVCMJDJTJOWJUFEUPNBLFDPNNFOUTQSJPSUPEFDJTJPOTCFJOHNBEF XSJUUFOPSJOQVCMJDIFBSJOH 
t$VTUPNFSFEVDBUJPOQSPHSBNNFTBOEBXBSFOFTTDBNQBJHOT
t5SBJOJOHBOEEFWFMPQNFOUPGTUBGGBOETUBLFIPMEFST JODMVEJOHUSBJOJOHUPFMFDUSJDJUZEJTUSJCVUPSTPOUIFDPNQMFUJPOPGUIFGPSNT
SFRVFTUJOHJOGPSNBUJPOGSPNUIFNBOE
t5FDIOP(JSMTQSPHSBNNFXIFSFUFOHJSMTGSPNHSBEFUPHSBEFBSFFYQPTFEUP/&34"TBDUJWJUJFTUISPVHIWJTJUTUPUIF
organisation during school holidays.

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

23

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

3.3.3. NERSA’S CONTRIBUTION TO THE NATIONAL INFRASTRUCTURE PLAN
IThe South African Government adopted a National Infrastructure Plan
(NIP) in 2012 that intends to strengthen the delivery of basic services and
transform South Africa’s economic landscape, while simultaneously
creating significant numbers of new jobs. The plan also supports the
integration of African economies. The New Growth Path sets a goal of five
million new jobs by 2020, identifies structural problems in the economy to be
overcome and points to opportunities in specific sectors and markets or ‘jobs
drivers’.
In order to address these challenges and goals, a total of 18 strategic integrated
projects (SIPs) have been developed. The following three SIPs were identified for
energy:
1.SIP 8: Green energy in support of the South African economy
t4VQQPSUTVTUBJOBCMFHSFFOFOFSHZJOJUJBUJWFTPOBOBUJPOBMTDBMFUISPVHIBEJWFSTF
range of clean energy options as envisaged in the Integrated Resource Plan
(IRP2010).
t4VQQPSUCJPGVFMQSPEVDUJPOGBDJMJUJFT
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2. SIP 9: Electricity generation to support socio-economic development
t"DDFMFSBUFUIFDPOTUSVDUJPOPGOFXFMFDUSJDJUZHFOFSBUJPODBQBDJUZJOBDDPSEBODF
with the IRP2010 to meet the needs of the economy and address historical
imbalances.
t.POJUPSJNQMFNFOUBUJPOPGNBKPSQSPKFDUTTVDI
as new power stations: Medupi, Kusile and Ingula.
3. SIP 10: Electricity transmission and distribution for all
t&YQBOEUIFUSBOTNJTTJPOBOEEJTUSJCVUJPOOFUXPSLUPBEESFTTIJTUPSJDBM
imbalances, provide access to electricity for all and support economic
development.
t"MJHOUIFZFBSUSBOTNJTTJPOQMBO UIFTFSWJDFTCBDLMPH UIF
national broadband roll-out and the freight rail line development to
leverage off regulatory approvals, supply chain and project development
capacity.
Table 2 below summarises NERSA’s contribution to the relevant strategi integrated
projects.

Table 3: NERSA’s contribution to the NIP
Relevant SIPs

NERSA’s contribution

8: Green energy in support of the South
African economy

t'BDJMJUBUJOHUIFDPODMVTJPOPG1PXFS1VSDIBTF"HSFFNFOUTCFUXFFOUIFCVZFSBOEUIFSFOFXBCMFFOFSHZ*OEFQFOEFOU1PXFS
1SPEVDFST
t*ODPSQPSBUJOHDPNQMJBODFXJUIUIF/BUJPOBM&OWJSPONFOUBM.BOBHFNFOU"DU  "DU/PPG JOUPMJDFODF
DPOEJUJPOT
t'BDJMJUBUJPOPGUIFJNQMFNFOUBUJPOPGUIF*OUFHSBUFE3FTPVSDF1MBO *31 UISPVHIDPOTJEFSJOHDPODVSSJOHXJUIEFUFSNJOBUJPOT
NBEFCZUIF.JOJTUFSJOMJOFXJUITFDUJPOPGUIF&MFDUSJDJUZ3FHVMBUJPO"DU  "DU/PPG 
t'BDJMJUBUJOHUIFUSBOTJUJPOUPBMPXDBSCPOFDPOPNZBOE
t3FHVMBUPSZBEWPDBDZXJUISFHBSEUPDMFBOFSGVFMTQPMJDZ

9: Electricity generation to support
socio-economic development

t3FHVMBUJOHJOBNBOOFSXIJDIGBDJMJUBUFTTFDVSJUZPGTVQQMZBOEJOWFTUNFOU
t'BDJMJUBUJOHUIFDPODMVTJPOPG1PXFS1VSDIBTF"HSFFNFOUTCFUXFFOUIFCVZFSBOEUIFSFOFXBCMFFOFSHZ*OEFQFOEFOU1PXFS
1SPEVDFST
t4FUUJOHSVMFTBOEGSBNFXPSLTUIBUGBDJMJUBUFUIFCVJMEJOHPGOFXJOGSBTUSVDUVSF
t4FUUJOHBOEPSBQQSPWJOHDPTUSFýFDUJWFUBSJGGTBOEQSJDFTUIBUFODPVSBHFJOWFTUNFOU
t.POJUPSJOHDPNQMJBODFUISPVHIVOEFSUBLJOHUFDIOJDBMBVEJUTMFBEJOHUPSFHVMBSNBJOUFOBODFBOESFGVSCJTINFOUPG
infrastructure and thus contributing to an improvement in quality of supply.

10: Electricity transmission and distribution
for all

t'BDJMJUBUJOHBDDFTTUPFMFDUSJDJUZJOTFUUJOHBTJEFTPNFGVOETGPSUIF&MFDUSJåDBUJPO$SPTTTVCTJEZBTQBSUPGEFUFSNJOJOH
FMFDUSJDJUZQSJDFT
t5BLJOHBGGPSEBCJMJUZJOUPDPOTJEFSBUJPOXIFOTFUUJOHBOEPSBQQSPWJOHUBSJGGTBOEQSJDFT XIJMFBMMPXJOHBQSPWJTJPOGPS
FYQBOTJPOPGDVSSFOUPQFSBUJPOT
t%FUFSNJOJOHJODMJOJOHCMPDLUBSJGGTBOEGSFFCBTJDFMFDUSJDJUZUBSJGGTUPQSPUFDUUIFMPXJODPNFFMFDUSJDJUZDPOTVNFST
t'BDJMJUBUJOHSFMJBCJMJUZPGTVQQMZ
t%FUFSNJOJOHCFODINBSLTBOENPOJUPSJOHNBJOUFOBODFPGJOGSBTUSVDUVSF
t"VEJUJOHPGUIFJNQMFNFOUBUJPOPGUIF5SBOTNJTTJPO%FWFMPQNFOU1MBO
t.POJUPSJOHDPNQMJBODFXJUIMJDFODFDPOEJUJPOTBOE
t%JTQVUFSFTPMVUJPO JODMVEJOHNFEJBUJPO BSCJUSBUJPOBOEIBOEMJOHPGDPNQMBJOUT
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4. RELEVANT COURT RULINGS
The ruling by the courts in the following two cases have a significant impact on the
operations or service delivery obligations:
4.1. Interruption of supply of electricity to Emfuleni, which includes supply to Cape
Gate Pty (Ltd).
4.1.1. Applicant: Cape Gate Pty (Ltd) and Others
4.1.2. Defendant / Respondent: Eskom, Emfuleni, NERSA and other
4.1.3. Synopsis: The Applicant sought an t JOUFSEJDUBHBJOTU&TLPNUPQSFWFOUJUGSPNJNQMFNFOUJOHJUTQPXFSTVQQMZ
JOUFSSVQUJPOEFDJTJPO
t PSEFSUIBUUIFEFDJTJPOUPJNQMFNFOUJOUFSSVQUJPOTJOUIFFMFDUSJDJUZTVQQMZCF
SFWJFXFEBOETFUBTJEFBOE
t PSEFSUIBU&TLPNTVQQMZFMFDUSJDJUZPOBOVOJOUFSSVQUFECBTJTUPUIF
Municipality on the basis that direct payment will be made to Eskom.
4.1.4. Court ruling: The following orders were issued:
t 5IFEJTQVUFSFHBSEJOHOPOQBZNFOUCZ&NGVMFOJUP&TLPNXBTSFGFSSFEUPUIF
respondents for resolution in terms of section 41(3) of the Constitution.
t &TLPNXBTJOUFSEJDUFEGSPNJOUFSSVQUJOHFMFDUSJDJUZTVQQMZUP&NGVMFOJ QFOEJOH
resolution of the dispute within six months of this order or pending the outcome
of the final determination of Part B of the application, whichever is earlier.
t5IFBQQMJDBOUTXFSFBVUIPSJ[FE TVCKFDUUPBQQSPQSJBUFPWFSTJHIUCZ/&34" 
QFSGPSNJOHJUTTUBUVUPSZGVODUJPOT UPEJTDIBSHFUIFJSEFCUUP&NGVMFOJCZo
- Making payment directly to Eskom for electricity they consume at the rate
of Eskom, and submitting proof thereof to Emfuleni.
- Continuing to pay the difference between the municipal tariff and Eskom
tariff (the municipal portion) to Emfuleni.
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- The respondents, including NERSA, were directed to do all things
necessary to give effect to the temporary order.
- Emfuleni’s obligations and duties to the Applicants will not be affected by
this order.
4.1.5. Ongoing impact on operations or service delivery obligations:
       t 5IF PSEFS BVUIPSJTJOH FOE VTFST UP NBLF EJSFDU QBZNFOUT UP &TLPN GPS
electricity they consume is not in line with the current legal framework.
It was made as a just and equitable relief.
t*UIBTTFSJPVTJNQMJDBUJPOTGPSNVOJDJQBMJUJFTBOEUIFXPSLUIBU/&34"
does.
t5IFSFJTOPUJNFMJOFUIBUUIFDPVSUIBTTFUGPSUIFPQFSBUJPOPGUIJT
disruptive process.
4.1.6. What has been done to remedy the disruptive effect of the judgement?
t(BVUFOH1SPWJODJBM(PWFSONFOU $0(5"%FQBSUNFOU IBTLJDLTUBSUFE
the intergovernmental process to deal with the effect of the judgement and
soliciting means to remedy it.
t&TLPNBOE/&34"JTQBSUPGUIF*(3QSPDFTT
4.2. Issues related to the approved maximum prices of gas and approved
transmission tariffs for Sasol Gas
4.2.1. Applicant: NERSA and Sasol Gas
4.2.2. Defendant / Respondent: PG Group and Others
4.2.3. Synopsis:
t 1( (SPVQ  0UIFST  UPHFUIFS DBMMFE UIF (BT 6TFST (SPVQ (6( 
were unhappy about the maximum prices of gas and transmission
tariffs approved for Sasol Gas by NERSA, which came into operation on

26 March 2014. GUG submitted that the prices are excessive and therefore
sought an order to  SFWJFX BOE TFU BTJEF UIF BCPWFNFOUJPOFE BQQSPWBMT CZ /&34" BOE
- review and set aside the methodology used by NERSA to consider the
abovementioned maximum price application, or declaring such methodology
to be invalid for purposes of such consideration. NERSA contests the action
by the applicants.
t"GUFSUIF$PVSUHSBOUFEKVEHFNFOUJOGBWPVSPG/&34"BOE4"40- UIF(6(
appealed.
4.2.4. Court ruling:
t#PUIUIF4VQSFNF$PVSUPG"QQFBMBOEUIF$POTUJUVUJPOBM$PVSUHSBOUFEB
judgement against NERSA and Sasol. The Constitutional Court effectively
criticised the price indicator method used to determine maximum prices.

4.2.5. Ongoing impact on operations or service delivery obligations:
       t 'PMMPXJOH UIF SVMJOH PG UIF $POTUJUVUJPOBM $PVSU  UIF &OFSHZ 3FHVMBUPS IBT
been unable to process any maximum price applications using the price
indicator approach. Work is in progress to develop an interim mechanism,
while attending to the review of the Maximum Price Methodology, in line with
the Constitutional Court ruling.
4.2.6. What has been done post the judgement?
t/&34"IBTSFWJFXFEUIF.FUIPEPMPHZUPBMJHOJUXJUIUIF$PO$PVSU
judgement.

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

27

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

PART B: OUR STRATEGIC FOCUS
1. VISION

2. MISSION

NERSA strives to regulate the South African electricity, piped-gas and petroleum
pipelines industries by ensuring that the most efficient and effective industries are
in place to exceed the requirements of existing and future energy customers. This is
encapsulated in our vision statement, which is:

By regulating the energy industry in accordance with government laws and
policies, NERSA makes a valuable contribution to the socio-economic development and
prosperity of the people of South Africa. Our mission statement, commits NERSA:

‘To be a recognised world-class leader in energy regulation’
In this context, being ‘world-class’ means that NERSA:
t*TSFDPHOJTFEBTBMFBEFSXJUIJOUIFMFBHVFPG3FHVMBUPST
t3FHVMBUFTUIFFOFSHZJOEVTUSZXJUIJOJUTNBOEBUFXJUIPVUMPTJOHTJHIUPGJUTTIBSFE
vision and values.
t$SFBUFTBOFOWJSPONFOUUIBUIBTMPXSFHVMBUPSZSJTLBTWJFXFECZBMMTUBLFIPMEFST
t1SPNPUFTDPNQFUJUJPOBOEDPNQFUJUJWFOFTTBOEDPOUJOVFTUPQSPWJEFTPVOE 
objective and professional regulation of monopolies given the existing
socio-economic conditions.
t 4VCTDSJCFT UP UIF CFTU SFHVMBUPSZ QSBDUJDFT BOE TUBOEBSET  JODMVEJOH DPSQPSBUF
governance principles.
t$POUJOVBMMZFWBMVBUFTJUTQFSGPSNBODFBOECFODINBSLJUTFMGBHBJOTUUIF
“best-in-class energy regulators in the world”.
t*TQBTTJPOBUFBOETFOTJUJWFUPUIFOFFETPGJUTTUBLFIPMEFST FTQFDJBMMZFNQMPZFFT 
consumers, energy suppliers and government, to ensure equity.
t*TDPOTJEFSFEBTBOFGåDJFOUBOEFGGFDUJWFSFHVMBUPS
t&ODPVSBHFTOFXJEFBT JOOPWBUJPO QSPDFTTFTBOETZTUFNTUIBUFOHFOEFSFDPOPNJD
efficiency, effectiveness and continuous improvement to meet its aim to be a
learning organisation.
t.BJOUBJOTTZOFSHZCFUXFFOJOQVU XPSLQSPDFTTFTBOESFTVMUTUISPVHIJUTDBQBCMF 
diverse, highly motivated and dedicated teams.
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‘To regulate the energy industry in accordance with government laws and policies,
standards and international best practices in support of sustainable and orderly
development’
3. VALUES
Values are the expression of what we stand for and how we will conduct ourselves.
In this context and in addition to our commitment to comply with the requirements of
section 9 (11) of the National Energy Regulator Act, 2004 (Act No. 40 of 2004) and
its Code of Conduct, we have adopted the following values:
Passion

We conduct our business with a sense of urgency and commitment
and are proud to be part of NERSA.

Spirit of
Partnership

In working with all our stakeholders, we deliver on our promises for the
purpose of sustainable development.

Excellence

In striving for the best results, we promote growth/development of
our staff, and benchmark ourselves against the ‘best-in-class’ energy
regulators across the globe.

Inclusivity

We embrace, value and treat all our stakeholders fairly and equally

Innovation

As a learning organisation, we strive to set trends and promote
creativity by challenging the norm in order to continuously improve.

Integrity

Being honest, fair and sincere with all stakeholders and among
ourselves.

Responsibility

We practice responsibility and take ownership of our actions and
decisions.

Professionalism We encourage maintenance of high standards of professional
competence, and interdependence between our teams by means
of effective communication channels to treat everybody as
stakeholders.
Pride

Consistency
and
Predictability

Our decisions must be consistent and should have a reasonable
degree of predictability based on previous rulings in similar cases.

Independence

The independence of NERSA from the regulated companies is a
prerequisite for any sound regulatory system. Independence from
political influence is also desirable to ensure the long-term stability
of regulatory practices. Avoidance of regulatory capture by some
customer groups is also necessary for successful regulation.

Accountability

We should be accountable for its actions and decisions.
Independence must not be confused with the lack of accountability.

Integrity

We should exercise professionalism, honesty and objectivity in
the management of the Energy Regulator’s affairs and in all its
dealings with stakeholders.

We take pride in what we do

4. REGULATORY PRINCIPLES
In regulating the three industries, NERSA must adhere to sound principles and
approaches to be able to deliver on its mandate and achieve its objectives.
NERSA has given consideration both to international best practice and the key
principles stated in the African Forum for Utility Regulators (AFUR) Framework for Utility
Regulation in Africa1. Following the completion of the Benchmarking the National
Energy Regulator of South Africa against international good practice, NERSA
reviewed the literature on good regulatory principles and identified those principles that
emerge strongly and consistently as international good practice. Supported by its legal
mandate, NERSA adopted the following internationally accepted regulatory principles to
underpin its regulatory approach:
Transparency

We are required to explain its decisions and processes to
regulated entities and other interested parties, which implies that the
data or information on which the decision is based is readily available
and the reasoning behind it is readily explained. This covers public
consultation and accessibility.

Neutrality

We should be neutral to all market players without favouring any
one group (non-discriminatory).

1

This Framework was adopted by AFUR in November 2003.
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5. SITUATIONAL ANALYSIS
5.1. EXTERNAL ENVIRONMENT ANALYSIS
The performance environment of NERSA is impacted upon by energy demand and supply
trends and developments in the global, continental, regional and national environments.
5.1.1. Global Trends
According to the World Economic Forum insight report2, the following key issues of
the energy system and energy transition are worth noting, as summarised below:
a) Energy is a key element of the modern economy. The availability of secure and
reliable energy supply is essential for industrial processes and the
provision of public services such as lighting, heating, cooking, information and
communication technology, and mobility.
b) The energy system is undergoing unprecedented change, driven by forces
such as technological innovation, changes in consumption patterns, supply
dynamics and policy shifts. These forces offer opportunities to resolve the
challenges that the global energy system faces today, namely:
      t QSPWJEJOH FOFSHZ BDDFTT UP UIF NPSF UIBO POF CJMMJPO QFPQMF XIP MBDL JU
     t NFFUJOH EFNBOE GPS BO BEEJUJPOBM UXP CJMMJPO QFPQMF CZ  XIJMF
EFMJWFSJOHUIBUFOFSHZBUBOBGGPSEBCMFDPTUBOE
tFOTVSJOHUIBUUIFDBSCPOBOEFNJTTJPOTGPPUQSJOUEFDMJOF
c) The geopolitical landscape of energy is quickly shifting and environmental
concerns have shaken the system’s foundations. At the same time, the
economics of competing energy sources have changed, and the advent of
Fourth Industrial Revolution technologies have enabled new business models,
2

World Energy Forum report (2018) on Fostering Effective Energy Transition:
Decision-Making
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A Fact-Based Framework to Support

while making others obsolete. The latter has created significant uncertainty
about the pace and destination of the transformation, making a strong case
for a systemic, multi-stakeholder approach that increases the transparency of
the enablers and reforms needed for countries to achieve an effective energy
transition.
d) Energy systems are complex and are at the heart of every country’s economy.
These systems aim to support society in the three dimensions of the energy
triangle, namely:
t JODMVTJWFFDPOPNJDEFWFMPQNFOU
t FOWJSPONFOUBMTVTUBJOBCJMJUZBOE
t TFDVSFBOESFMJBCMFBDDFTTUPFOFSHZ
e) The boundaries of energy systems have recently started shifting.
The stakeholders are diverse, including:
t FOEVTFSTBOEJOEVTUSJBMDPOTVNFST
t FOFSHZDPNQBOJFT
t åOBODJBMTFDUPSFOUJUJFT
t QPMJDZNBLFST
t DJUJFT
t JOUFSOBUJPOBMFOFSHZPSHBOJ[BUJPOTBOE
t DJWJMTPDJFUZ
f) In the last decade the following trends have emerged:
t 5FDIOPMPHJDBM QSPHSFTT IBT BMMPXFE OFX GPSNT PG QSPEVDJOH  TUPSJOH 
transforming and consuming energy, altering the nature of the energy
system.
t &OFSHZ DPOTVNQUJPO QBUUFSOT IBWF GVOEBNFOUBMMZ TIJGUFE  SFTVMUJOH JO OFX
demand dynamics.
t 1PMJDZNBLFST IBWF TUBSUFE UP BEBQU FOFSHZ QPMJDJFT  BOE OFX DPBMJUJPOT
have been formed to address challenges and harness opportunities
associated with these developments.

g) Countries can use these game-changing trends to enhance their energy
systems and improve the wellbeing of their populations.
h) The COVID‑19 pandemic is unprecedented in its scale and speed in recent
times, and it has the potential to redefine economic, political and social
aspects relevant to the energy transition. It has forced countries around the world
to change and relinquish valuable commodities and freedoms to collectively
address this COVID-19 outbreak. An effect of similar magnitude is required
for a successful energy transition. Beyond the uncertainty over its long‑term
consequences, it has unleashed gushing effects in real time. Compounded
disruptions from the erosion of almost a third of global energy demand,
delayed or stalled investments and projects, uncertainties over the
employment prospects of millions of energy‑sector employees, in addition to
unprecedented oil price volatilities and subsequent geopolitical
implications have created a perfect storm for energy markets. The ‘new Earth’
that will emerge after COVID‑19 will be a ‘new normal’, but many fundamental
challenges will still exist. Chief among them is the imperative to collectively
work towards an effective and inclusive energy transition (World Economic
Forum insight report).

b)

Global
energy
demand
declined
by
3.8%
in
the
first
quarter of 2020, with most of the impact felt in March as lockdown
measures were enforced in North America, Asia, Europe and elsewhere.

c) Global coal demand was hit the hardest, falling by almost 8% compared with
the first quarter of 2019 (see Figure 2 below). There are three reasons that
IBWF BEWBODFE UP FYQMBJO GBMMJOH HMPCBM DPBM EFNBOE  'JSTU  $IJOB o B
DPBMCBTFE FDPOPNZ o XBT UIF DPVOUSZ UIF IBSEFTU IJU CZ $07*%
QBOEFNJDJOUIFåSTURVBSUFSPG4FDPOE DIFBQHBTBOEDPOUJOVFEHSPXUIJO
SFOFXBCMFTFMTFXIFSFDIBMMFOHFEUIFVTBHFPGDPBMBOEUIJSE NJMEXFBUIFS
also capped coal use.
Figure 1: Evolution of electricity demand following lockdown implementation3

5.1.2. The impact of the COVID-19 crisis on global energy demand and CO2
emissions
a) International Energy Agency (IEA) (2020) daily data shows that through
mid-April countries in full lockdown experienced an average 25%
decline in energy demand per week and countries in partial lockdown an
average 18% decline. Daily data collected for 30 countries until 14 April,
representing over two-thirds of global energy demand, show that demand
depression depends on duration and stringency of lockdowns (see Figure 1 below).

3

Source: International Energy Agency (2020)

Electricity demand drops to Sunday levels under lockdown, with dramatic reductions in services and industry only
partially offset by higher residential use. Service-based economies suffer the most.
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d) Oil4
demand was also hit strongly, down nearly 5% in the first
quarter, mostly by curtailment in mobility and aviation, which account for
nearly 60% of global oil demand. By the end of March, global road transport
activity was almost 50% below the 2019 average and aviation 60% below.

Figure 2: Change in global energy demand by fuel, 1970– 20205

e) The impact of the pandemic on gas demand was more moderate, at around
2%, as gas-based economies were not strongly affected in the first quarter of
2020.
f)

Renewables were the only source that posted a growth in demand, driven by
larger installed capacity and priority dispatch.

g) Electricity demand has been significantly reduced as a result of lockdown
measures, with knock-on effects on the power mix (see Figure 1 above).
Electricity demand has been depressed by 20% or more during periods of
full lockdown in several countries, as upticks for residential demand are far
outweighed by reductions in commercial and industrial operations. For
weeks, the shape of demand resembled that of a prolonged Sunday. Demand
reductions have lifted the share of renewables in the electricity supply, as their
output is largely unaffected by demand. Demand fell for all other sources of
electricity, including coal, gas and nuclear power. Global electricity demand
falls by 5%, with 10% reductions in some regions. Low-carbon sources would
far outstrip coal-fired generation globally, extending the lead established in
2019.

4
5

Oil means crude oil and the refined product produced from oil.
Coal is set for the largest decline since World War II, alongside sharp reductions for gas and oil. Nuclear power is
less affected by lockdown measures, while renewables are the only energy source on the rise in 2020.
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Source: International Energy Agency (2020)

h) Looking at the full year ahead (2020), the International Energy Agency
(2020) explored a scenario that quantifies the energy impacts of a widespread
global recession caused by months-long restrictions on mobility and social and
economic activity. Within this scenario (forecast), the recovery from the depths
of the lockdown recession is only gradual and is accompanied by a substantial
permanent loss in economic activity, despite macroeconomic policy efforts.
i) The IEA (2020) forecasts that energy demand contracts by 6%, the largest in 70
years in percentage terms and the largest ever in absolute terms. The impact of
COVID-19 on energy demand in 2020 would be more than seven times larger
than the impact of the 2008 financial crisis on global energy demand (see
Figure 3 below).

Figure 3: Change in global energy demand, 1990-2020

k) Global CO2 emissions are expected to decline by 8%, or almost 2.6 gigatonnes
(Gt), to levels of 10 years ago (see Figure 4 below). Such a year-on-year reduction would be the largest ever, six times larger than the previous record reduction
PG(UJOoDBVTFECZUIFHMPCBMåOBODJBMDSJTJToBOEUXJDFBTMBSHF
as the combined total of all previous reductions since the end of World War II.
As after previous crises, however, the rebound in emissions may be larger than
the decline, unless the wave of investment to restart the economy is dedicated to
cleaner and more resilient energy infrastructure.
Figure 4: Global generation shares from coal and low-carbon sources, 1971-20206

j) All fuels will be affected as follows:
i) Oil demand could drop by 9%, or 9 mb/d on average across the year,
returning oil consumption to 2012 levels.
ii) Coal demand could decline by 8%, in large part because electricity
demand will be nearly 5% lower over the course of the year. The recovery
of coal demand for industry and electricity generation in China could offset
larger declines elsewhere.
iii) Gas demand could fall much further across the full year than in the first
quarter, with reduced demand in power and industry applications.
iv) Nuclear power demand would also fall in response to lower electricity
demand.
v) Renewables demand is expected to increase because of low operating
costs and preferential access to many power systems. Recent growth in
capacity, some new projects coming online in 2020, would also boost
output.
6

l) CO2 emissions drop the most due to the COVID-19 crisis (see Figure 5 below).
Global energy-related CO2 emissions are set to fall nearly 8% in 2020 to their
lowest level in a decade. Reduced coal use contributes the most. However,
evidence suggests that a large rebound is likely post the COVID-19 crisis.

For the first time in 50 years, low carbon technologies overtook coal as the leading source of electricity in 2019, and
they are moving further ahead in 2020.
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Figure 5: Global energy-related CO2 emissions and annual change 1900-2020

m) The COVID-19 crisis and measures taken to slow its spread have had a
profound impact on energy demand, the likes of which have not been seen
for 60-70 years. The full impact of the current situation, is yet unknown, will
be determined by the duration of lockdown measures and the recovery paths
taken around the world. This unprecedented situation and the stimulus
packages that governments around the world are putting in place will shape the
energy sector for years to come, with significant consequences for the energy
industry at large, energy security and clean energy transitions.
n) The industry is feeling the financial impact throughout value chains, with most
energy companies losing substantial revenues. In effect, they are being hit twice,
åSTUCZMPXFSEFNBOEGPSUIFJSQSPEVDUToJODMVEJOHPJM HBT DPBMBOEFMFDUSJDJUZ
oBOEBHBJOCZMPXFSQSJDFTGPSUIFTFQSPEVDUT"WFSBHFPJMQSJDFTGFMMTIBSQMZ 
with West Texas Intermediate hitting negative prices for the first time in history as
excess storage became scarce.
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o) LNG prices have declined to all-time lows in European and Asian markets,
which were abundantly supplied even before the COVID-19 crisis depressed
demand. Natural gas prices have gone negative in parts of the United States,
where storage is full. The smallest impact is on coal: as the supply chain is
less affected by logistical constraints than oil and natural gas. A combination
of cheap gas and weakening demand have also led to power prices declining by one-third to one-half in liberalised wholesale markets. Market prices for
electricity have dipped below zero in the United States and a number of
countries in Europe, including Germany, Denmark, France, Belgium, Sweden,
Finland and Switzerland.
p) The energy sector that emerges from the COVID-19 crisis may look significantly
different from what came before. Low prices and low demand in all
subsectors will leave energy companies with weakened financial positions and
often strained balance sheets. Business lines that are insulated to a degree from
market signals, including those with renewable electricity projects, will emerge
in the best financial position. Private firms that are the most exposed to market
prices will experience the most severe financial impacts. Market concentration
and consolidations are likely.
q) Across the energy sector, the COVID-19 crisis will have a significant impact on
investment. This could raise concerns about energy security because investment
is necessary even if global energy demand takes a long time to return to the
pre-crisis trajectory. A considerable proportion of global energy investment is
devoted to just sustaining existing levels of energy supply: maintaining oil and
HBTQSPEVDUJPOBUDVSSFOUMFWFMT SFQMBDJOHBHJOHQPXFSHFOFSBUJPODBQBDJUZo
often with a capital-intensive combination of renewables and flexibility sources
oBOESFJOWFTUJOHJOBHJOHFMFDUSJDJUZOFUXPSLT*OWFTUNFOUJOUIFTFBDUJWJUJFTXJMM
have to remain robust even with a subdued recovery.

r) Energy security has been put to the test in new ways by the crisis, including in
oil and gas markets. Simultaneous supply and demand shocks have sent oil
markets into turmoil. Oil plays a central role in global macro finance, both
as a share of international trade and as a critical source of government
revenues for several major producers. National lockdown measures have caused
unprecedented demand declines, whose speed and magnitude greatly
exceed the normal market flexibility of supply. As a result, even with attempts at
coordinated management, a disorderly production shutdowns resulted some
places. The consequent macroeconomic and financial disruptions could
undermine the industry’s ability to ramp up production as the world economy
and oil demand recover. The supply situation has stabilised as countries globally
relaxed lock down restrictions.
s) The supply of natural gas is critical to operations in all sectors, including industry,
residential and services heating, and electricity supply. Due to large investments
in recent years and the slump in demand because of COVID-19, global gas
markets are abundantly supplied and storage levels are very high. At the same
time, intense financial strain is hurting the industry, including companies who
own and operate critical infrastructure facilities. Policymakers and regulators need to ensure that operational, maintenance and safety expenditures are
prioritised and appropriately maintained. US liquefied natural gas (LNG) has
played a major role in improving energy security and market efficiency in several
regions, but the ongoing challenging market conditions risk significant shut-in of
US LNG facilities.
t) Electricity security’s place at the heart of modern economies has been
underscored by the COVID-19 crisis. A robust, uninterrupted electricity supply
is a key precondition of both the functioning of the health care system and the
maintenance of social welfare and online economic activity. Robust power
systems have enabled adaptations to the ongoing crisis, including a huge
expansion of teleworking activities, particularly in advanced economies. In some
parts of the world, however, a reliable supply cannot be taken for granted.
In Africa, several thousand hospitals and health care facilities have no access

to electricity. In both Africa and South Asia, electricity reliability problems limit
social distancing.
u) Electricity security has remained robust as the COVID-19 crisis has accelerated
the shift to renewable energy in the power mix. The share of renewables has
jumped several years ahead of pre-pandemic expectations, including the
shares of wind and solar, curbing CO2 emissions and air pollution. The rise of
renewables has posed some problems for electricity security. However, in
advanced economies, the main cause of blackouts is the inability of the
system to manage sudden changes in power flows and various network
problems. Lower electricity demand paired with continued growth of wind and
solar PV has stepped up the share of variable renewables, calling for more
flexibility to keep the lights on. At the same time, available flexibility has been
limited by the shutdown of industrial facilities that provide demand response
and because dispatchable power plants are idle because power prices are
extremely low. As the energy industry’s financial challenges grow, the cost of
restarting dispatchable power capacity that had been mothballed could emerge
as a significant energy security concern as economies and electricity demand
recover. To date, electricity systems in major economies have maintained
robust reliability, but continuous vigilance will be needed from system operators,
regulators and governments.
v) The COVID-19 crisis is also influencing the path for clean energy transitions.
Global CO2 emissions are set for the largest year-to-year reduction on
record, but a sustainable energy pathway calls for continuous efforts and
commitment. The unprecedented decline in emissions in 2020 may only be temporary
without structural changes. Recoveries from past crises have caused immediate
rebounds in CO2 emissions, including the highest year-on-year increase on
record in 2010.
w) Importantly, governments around the world will play a major role in shaping
the energy sector’s recovery from the COVID-19 crisis, just as they have long
been in the driving seat in orienting energy investment. In particular, the design
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of economic stimulus packages presents a major opportunity for governments
UPMJOLFDPOPNJDSFDPWFSZFGGPSUTXJUIDMFBOFOFSHZUSBOTJUJPOToBOETUFFSUIF
energy system onto a more sustainable path. While the clean energy transitions
and stimulus discussions are gathering momentum, a co-ordinated policy effort
will be needed to harvest its opportunities and lead to a more modern, cleaner
and more resilient energy sector for all.

Shell Sky), global energy consumption is roughly flat to 2040. In the IEA SDS,
demand is 544 qBtu in 2040, while Equinor Renewal projects consumption
falling to 534 qBtu in 2040. On the other hand, under Shell’s Sky, demand
grows to 711 qBtu by 2040, higher than any Evolving Policies scenarios.
Figure 6: Global primary energy consumption7

5.1.3. Global Energy Consumption and Demand Trends
a) The global energy sector has changed dramatically over the last 25 years,
with larger changes possible over the next 25. The magnitude and direction of these changes, however, is highly uncertain. According to the Global
Energy Outlook (2019), global primary energy consumption has grown rapidly
over the past 25 years, reaching 546 quadrillion Btu (qBtu) in 2015, more
than 190 qBtu higher than 1990 levels. Over the next 25 years, growth is
projected to slow down, increasing by roughly 110 to 160 qBtu in Evolving
Policies scenarios, and declining by as much as 4 qBtu under Ambitious Climate
scenarios (see Figure 1 below).
b) Global energy consumption is marked by a series of deep disparities
with more than 1 billion people with no access to electricity. In addition,
the gap between expectations of fast, renewables-driven energy transitions
and the reality of today’s fossil fuel-dependent energy remains significant.
c) The International Energy Outlook current policies scenario (IEA CPS) shows the
highest consumption in 2040 at 767 qBtu, an increase of 41% over 2015.
OPEC and the Institute of Energy Economics Japan (IEEJ) project consumption
of roughly 720 qBtu in 2040, similar to the absolute levels of growth from
the previous 25 years. Evolving Policies scenarios project moderately slower
growth, led by the IEA new policy scenario (NPS) (703 qBtu), ExxonMobil
(681 qBtu), and Equinor’s Reform Scenario (659 qBtu). Under two of three
Ambitious Climate scenarios (IEA sustainable development scenario (SDS) and
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d) With regard to the shares of global primary energy consumption by fuel
projections, the Global Energy Outlook (2019) report states that fossil fuels,
which made up 82% of global primary energy in 2015, dominate across
Reference and Evolving Policies scenarios, ranging from 74% to 79% in 2040
(see Figure 2 below). Under Ambitious Climate scenarios, fossil fuels decline
from 60% to 62%.

7

Global Energy Outlook (2019)

Figure 7: Shares of global primary energy consumption by fuel8

h) Renewables, led by wind and solar, will grow under all projections, though
the rate of growth varies widely. Under Reference scenarios, renewables
increase from 14% of the mix in 2015 to between 16% and 17%. Under
Ambitious Climate scenarios, they become the largest source of global primary
energy, overtaking petroleum to reach as high as 31% in 2040.
i) Projections for nuclear’s share of the mix also vary substantially, and is highest
under Ambitious Climate scenarios, where it provides 8% to 9% of global
primary energy, up from 5% in 2015. For other scenarios, nuclear accounts for
4% to 7% of the mix.

e) Liquid fuels (primary oil) will continue to be the single largest fuel source in the
energy mix across most outlooks, though its share shifts from 32% in 2015 to
between 28% and 32% in the Evolving Policies scenarios. Under ambitious
climate policies, liquids still account for 26% to 27% by 2040, but of a smaller
aggregate energy base in the case of IEA SDS and Equinor Renewal.
f) On the other hand, natural gas becomes the second largest source in most
outlooks, rising from 21% in 2015 to between 21% and 27% by 2040.
g) According to forecasts, coal loses market share across all projections. Under
Ambitious Climate scenarios, coal declines from 28% of the mix in 2015 to
between 12% and 17% by 2040. Under Evolving Policies, it falls to 20% to
22%.

8
9

Source: Global Energy Outlook (2019)
BP Statistical Review of World Energy, 2019

j) According to the BP Report (2019)9, world energy demand is projected to grow
by 1.3% per annum from 2016 to 2040 with all the growth coming from
emerging economies. China and India will account for over a quarter of
this increase. Global energy intensity [the ratio of energy demand to Gross
Domestic Product (GDP)] is projected to decline by 1.9% per annum over this
period. Renewables are the fastest growing fuel source, however oil and gas
are still expected to account for more than half of global energy in 2040. Coal
demand peaks, with its share of primary energy expected to fall to 21% by
2040. Natural gas is expected to replace coal as the second largest source of
energy, after oil.
k) The World Energy Outlook (2018) report notes that as economies continue
to grow, energy demand grows as well. Average GDP in the non-Organisation
for Economic Co-operation and Development (OECD). Over the past 25 years,
world economic growth has been led by the non-OECD countries, accompanied
by strong growth in energy demand in those countries. From 1990 to 2015, real
GDP grew by 4.9% per year in the non-OECD, compared with 2.1% per year in
the OECD. In the future, the difference in economic growth rates between OECD
and non-OECD countries is expected to narrow somewhat, as economic growth
in non-OECD countries moderates, and as their industrial sectors move from
reliance mainly on production in energy-intensive industries to more
service-oriented industries.
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l) The emerging trends are as follows10 :
t3FOFXBCMFTBSFUIFXPSMETGBTUFTUHSPXJOHFOFSHZTPVSDFPWFSUIF
projection period. Renewable energy consumption is expected to increase
by an average of 2.6% per year between 2012 and 2040.
t/VDMFBSQPXFSJTUIFXPSMETTFDPOEGBTUFTUHSPXJOHFOFSHZTPVSDF XJUI
consumption increasing by 2.3% per year over that period.
t&WFOUIPVHIUIFDPOTVNQUJPOPGOPOGPTTJMGVFMTJTFYQFDUFEUPHSPXGBTUFS
than the consumption of fossil fuels, it is projected that fossil fuels will still
account for 78% of energy use in 2040.
t/BUVSBMHBTJTFYQFDUFEUPHSPXGBTUFSUIBOPUIFSGPTTJMGVFMTJOUIFOFYUUXP
decades. Abundant natural gas resources and robust production, including
rising supplies of tight gas, shale gas, and coalbed methane, will
contribute to the strong competitive position of natural gas. Shell has
warned in its annual report released in March 2018 that there could be a
shortage in the Liquefied Natural Gas (LNG) market in the next decade
unless new investment is undertaken soon. Investment decisions on new
LNG supply have come to a near standstill over the last two years. In 2017,
only one large-scale LNG project reached Final Investment Decision,
namely the 3.4 MTPA Coral South FLNG in Mozambique, marking the
lowest volume of sanctioned LNG in nearly twenty years (IGU, 2018)11.
According to the IGU (2018), the total volume and number of LNG
contracts signed has declined consistently over the past three years.
t"MUIPVHIMJRVJEGVFMT NPTUMZQFUSPMFVNCBTFE XJMMSFNBJOUIFMBSHFTUTPVSDF
of world energy consumption, the liquids share of world market energy
consumption falls from 33% in 2012 to 30% in 2040. Contributing to the
decline are rising oil prices in the long term, which lead many energy users
to adopt more energy efficient technologies and to switch away from liquid
fuels.
t$PBM UIFXPSMETTMPXFTUHSPXJOHFOFSHZTPVSDF XJMMSJTFCZQFS
annum and will be surpassed by natural gas by 2030.
10
11

World Energy Outlook (2018) report: The gold standard of energy analysis
*OUFSOBUJPOBM(BT6OJPO *(6 8PSME(BT-/(3FQPSUo&EJUJPO UI8PSME(BT$POGFSFODF&EJUJPO
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Oil/Petroleum
m) World consumption of liquid fuels rises from 95 million barrels per day (b/d) in
2015 to 113 million b/d in 2040 (International Energy Organisation, 2017). Most
of this growth is seen in the transportation and industrial sectors with an average
increase of 0.7% per year from 2015 to 2040. Non-OECD nations account for
most of the increase, with demand rising by 1.3% per year compared with a slight
decrease in the OECD. Most of the growth (80% of the total increase) in world
liquid fuels consumption from 2015 to 2040 comes from non-OECD countries,
where strong economic and population growth increase the demand for liquid
fuels by 39%.
n) The use of petroleum and other liquids in the industrial sector to power
equipment and serve as chemical feedstocks will increase slowly between
2015 and 2040. Furthermore, the use of petroleum and other liquids to
generate electricity declines over the projection period as a result of increasing
oil prices and relatively less costly natural gas, encouraging producers to switch
to alternative energy sources.
o) Energy security remains paramount, and oil remains in the spotlight, as a result,
a broader and dynamic approach is required to ensure energy security.
Natural gas
p) Global natural gas consumption is expected to grow in both the OECD and
non-OECD countries from 2015 to 2040. However, the growth is higher with an
expected average of 1.9% per year in non-OECD countries that have expanding
industrial sectors and electricity demand, in contrast to 0.9% per year in OECD
countries. The share of world natural gas consumption in non-OECD countries
increases from 53% in 2015 to 59% in 2040. Natural gas continues to be an
attractive fuel for the electric power and industrial sectors in many countries,
accounting for nearly 75% of the projected increase in total consumption
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2020, down from the current 3.5%13. LNG exports from the Americas are set
to rise from 2018 as supplies ratchet up from the United States, Trinidad and
Tobago and Peru. The three countries exported a combined 19.74 mt of LNG
during the first nine months of 2017, a year-on-year increase of 51.5%. The LNG
NBSLFUJTFYQFDUFEUPHSPXHPJOHGPSXBSE o 14. The contributing
factors for this rapid increase is the start-up of several new projects in Australia
and Indonesia, rapid economic growth especially of emerging economies, and
rising demand for environmentally cleaner fuels. Global Gas Analytics (GGA)
forecasts that LNG exports from the Americas to increase by 10% year-on-year
in 2018, to 28.4 mt.

between 2015 and 2040. Natural gas-fired generation is attractive for new
power plants because of low capital costs, favourable heat rates, and relatively
low fuel cost. Natural gas-intensive industries, such as chemicals, refining, and
QSJNBSZ NFUBMT  BSF FYQFDUFE UP FYQBOE PWFS UIF QFSJPE PG  UP  o
QBSUJDVMBSMZ JO OPO0&$% DPVOUSJFT o ESJWJOH JOEVTUSJBM EFNBOE IJHIFS 5IF
largest increases in natural gas production from 2015 to 2040 occur in the
Middle East (11.8 Tcf), China (9.5 Tcf), the United States (10.7 Tcf), and Russia
(4.8 Tcf).
q) Demand for natural gas is expected to grow by more than half, the fastest rate
among the fossil fuels, and increasingly flexible global trade in LNG offers
some protection against the risk of supply disruptions. The growth in LNG
increased by 29 million tonnes to 293 million tonnes in 2017. The main
regions that push global gas demand higher are China and the Middle East,
but gas is also expected to become the leading fuel in the OECD energy mix by
around 2030. China has overtaken South Korea to become the second-largest
importer of LNG as a result of switching its policies from coal to gas to reduce
air pollution12. Japan is still the largest LNG importer, but according to Capital
Markets Outlook 2018, a structural change in its energy policy could see it
lose the top slot by as early as 2020. The key uncertainty is whether gas can
be made available at prices that are attractive to consumers while still offering
incentives for the necessary large capital-intensive investments in gas supply.
r) The global interest in LNG power generation is increasing. There is also a
growing demand for LNG as a bunkering fuel worldwide, albeit slowly. From
2018, ships operating in European waters will be required to report their
annual greenhouse gas emissions. At the moment, ships operating in Europe must
comply with a 0.5% sulphur limit, but there are options aside from using LNG
as a fuel, such as installing scrubbers. The 0.5% limit will apply globally from
12
13
14

Coal
s) According to the Coal transitions in South Africa Report, 2018), South Africa’s
Nationally Determined Contribution (NDC) is based on the long-term benchmark
emissions trajectory range, which is contained in the National Climate Change
Response Strategy White Paper (DEA, 2011). The NDC commits to limiting
emissions to a range between 398 and 614 Mt CO2-eq, between 2025 and
2030. Known as the Peak, Plateau, and Decline trajectory (PPD), the goal is
to peak emissions between 2020 and 2025, plateau for approximately a decade and decline in absolute terms thereafter (RSA, 2016). The National Climate
Change Policy Framework thus extends the NDC commitment to 2050, with a
goal to reduce emissions to between 212 and 428 Mt CO2-eq in 2050 (DEA,
2011). The key finding of the NDC scenario is that South Africa can meet its NDC
and mid-PPD primarily through decarbonising the electricity sector. The scenario
results in 71% of electricity generated from wind and solar photovoltaic (PV) by
2050. There is substantial investment in gas capacity because of a conservative
assumption that renewable energy cannot be considered firm capacity during
the peak, though the gas plants contribute relatively less to electricity generated
(14%).

4th Quarter report on the development of new gas sources in South Africa and neighbouring countries
4th Quarter report on the development of new gas sources in South Africa and neighbouring countries
http://www.researchandmarkets.com/research/s9wds5/global_liquefied
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t) Considering the role of coal in South Africa’s economy, it should be noted that
coal is an important foreign exchange earner. It accounts for approximately
12% of the total merchandise exports from South Africa over the period 1993 to
2015 (CoM, 2016). The State benefits via taxes and royalties associated with
coal mining. Coal royalties are approximately 18% of total mining royalties. The
coal-mining sector employed around 77,000 workers in 2015. In comparison,
the entire mining sector employed approximately 457,000 workers in 2016
(Chamber of Mines, 2016), out of a total employed workforce of 15.8 million
people (StatsSA, 2017). Coal jobs therefore account for nearly 0.5% of the
national workforce15.
u) According to the International Energy Outlook, forecast worldwide coal
consumption remains roughly the same between 2015 and 2040 (about
160 quadrillion Btu), with decreasing consumption in China and the
United States offsetting growth in India. China remains the largest single
consumer of coal in 2040 (about 73 quadrillion Btu), despite a steady
decline in the country’s consumption over time. A slowing economy and plans to
implement policies to address air pollution and climate change emphasises
the decline over the projection period. India’s coal consumption continues to
grow by an average of 2.6% per year from 2015 to 2040, with the country
surpassing the United States as the second-largest coal consumer before 2020.
v) In OECD countries, coal consumption declines by an average 0.6% per year
over the period of 2015 to 2040 because of increasing competition from
natural gas and renewables and only moderate increases in electricity
demand. Africa, the Middle East and other non-OECD countries, are
projected to gradually expand coal capacity and generation through 2040,
but their use of this resource starts from a low base. Despite significant
increases in coal consumption, coal’s share in overall energy consumption in India is
projected to decrease from 49% in 2015 to 43% by 2040, due in part to
policies promoting renewable and nuclear-based generation.
15

Coal transitions in South Africa Report ,2018
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Electricity
w) According to the World Energy Outlook (2018) report, electricity is the
fastest-growing source of final energy demand, and over the next 25 years, it
continues to outpace energy consumption as a whole. The power
TFDUPS OPX BUUSBDUT NPSF JOWFTUNFOU UIBO PJM BOE HBT DPNCJOFE o OFDFTTBSZ
investments as the generation mix changes and ageing infrastructure is upgraded
x) According to forecasts, net electricity generation in OECD Europe is expected
to increase slowly, by an average of 1.1% per year from 2015 to 2040,
compared to the world average increase of 1.5% per year (International
Energy Outlook, 2018). India’s net electricity generation increases by an
average of 3.2% per year over the same period, driven by strong industrial
growth and policies to increase the availability of electricity in rural areas.
y) The generation mix in OECD Europe changes considerably by 2040, with
renewables and natural gas growing, coal remaining flat, and nuclear power
and liquid fuels declining. Nuclear generation’s share is expected to decline from
around 25% in 2015 to less than 15% by 2040. This is a result of stated policies
to either cap or phase out nuclear power, including those adopted in France,
Germany, and Sweden. The use of natural gas electricity generation in OECD
Europe does not expand until 2030, mostly because of the large increases in
projected renewables generation. In OECD Europe, when natural gas begins
to gain market share in 2030, it displaces nuclear power, coal, and renewable
generation.
z) The number of people without access to electricity declined from 1.7 billion in
2000 to 1.1 billion in 2016 and is forecast at 650 million by 2030 (World
Energy Outlook, 2018). The remaining population without access becomes
increasingly concentrated in sub-Saharan Africa as developing countries in
Asia reach a 99% electrification rate, with universal access achieved by the
mid-2020s in India and Indonesia (see Figure 3 below).

aa) The number of people without access to clean cooking falls, but only to 2.2
billion by 2030. According to the World Energy Outlook (2018) report, the
greatest challenge in achieving universal access to electricity is providing
access to people living in the most remote areas in sub-Saharan Africa.
Although most of the access is done through generation from renewables, the
grid expansion also has an important part to play.
bb) Universal access strategies should be diverse. Local conditions and practices
need to be underpinned by firm political commitments with supportive and
FOBCMJOH SFHVMBUPSZ GSBNFXPSLT FOHBHFNFOU XJUI UIF QSJWBUF TFDUPS
BQQSPQSJBUF åOBODJOH PQUJPOT BOE JOWFTUNFOU DBQBDJUZ CVJMEJOH BOE DMPTF
consultation from the outset with local communities, especially women (World
Energy Outlook,2017).
cc) Globally the dependence on electricity is growing and society is becoming more
and dependent on the use of electricity for the sustainability of life as
they know it. Cities would not survive without electricity. Yet as this is
taking place, there are growing concerns about the security of supply. Apart
from all the normal reasons for this, there is a new threat that is attracting
BUUFOUJPOHMPCBMMZoDZCFSTFDVSJUZBOEUIFWVMOFSBCJMJUZPGUIFQPXFSTZTUFNUP
cyber-attacks. This is a global problem and South Africa is not excluded.
However, this is an area of regulation that has not yet been addressed.
dd) Globally, the trend in renewable energy that is receiving the most attention
from regulators is the installation of rooftop solar PV from a domestic
customer point of view. This is putting a big dent in utility revenues
and there are implications for regulators as well, among others:
tUIFTVTUBJOBCJMJUZPGMJDFOTFFT
tSFTUSVDUVSJOHPGUBSJGGTCZMJDFOTFFTJOSFTQPOTFUP4NBMM4DBMF&OFSHZ
(FOFSBUJPO
tUBSJGGTUSVDUVSFTGPSGFFEJOHQPXFSPOUPUIFHSJE
tUIFOFUXPSLJNQBDUPGUIFTFJOTUBMMBUJPOTBOE
tDPOUSPMPGRVBMJUZPGTVQQMZGPSPUIFSDVTUPNFST

The most difficult implication to deal with is the sustainability of the
licensees. NERSA has addressed these issues in varying degrees, but it requires
ongoing attention.
5.1.4. Continental Developments
a) Sub-Saharan Africa accounts for almost 14% of the world’s population, but
only 4.5% of global primary energy demand [619 million tonnes of oil
equivalent (Mtoe)]. According to latest statistics from the World Energy
Outlook (2017) report, the number of people without access to
electricity in sub-Saharan Africa continues to decline, albeit slowly. Over 200
million people have gained access since 2000, less than the overall population
increase. As a result, there remain more than 600 million people without
access, despite an increase in the access rate of 20 percentage points to 43%.
b) Average energy consumption per person in most African countries is
well below the world average of around 2 tonnes of oil equivalent (toe) per
capita and is broadly comparable to India’s average of 0.7 toe/capita.
African energy demand has been driven by the growing needs of North
Africa, Nigeria and South Africa. In 2018, primary energy demand in
Africa was more than 830 million tonnes of oil equivalent (Mtoe):
North Africa (24%), Nigeria (19%), and South Africa (16%) together
accounted for almost 60% of this despite making up only 35% of the population.
c) Furthermore, recent efforts have been uneven, with around 60% of the
progress seen since 2011 concentrated in just four countries (Kenya, Ethiopia,
Tanzania and Nigeria), which together account for only 31% of the population
without electricity access in sub-Saharan Africa. In Kenya, the access rate has
increased by over 65 percentage points in 2000, to 73% today, and the Last
Mile Connectivity Project aims to deliver universal access by 2022. In Ethiopia,
electricity now reaches 45% of the population compared with 5% in 2000. The
National Electrification Programme, launched in 2017, outlines a plan to reach
universal access by 2025, aiming to reach 35% of the population with off-grid
solutions.
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d) In South Africa, while the current electrification rate is relatively high (84%) it
has
been
declining
since
2014,
in
large
part
because
electrification in urban areas has not kept pace with migration from rural areas.
e) Energy demand in sub-Saharan Africa is very low. However, there are several
factors pointing towards potentially rapid and prolonged growth in demand:
TUSPOH FDPOPNJD FYQBOTJPO JODSFBTJOH VSCBOJTBUJPO JOEVTUSJBMJTBUJPO BOE
NPEFSOJTBUJPO B CVSHFPOJOH NJEEMF DMBTT JO NBOZ DPVOUSJFT BT XFMM BT B
legacy of unmet energy demand. The sub-Saharan Africa energy system is
expected to expand rapidly by 2040 and so do the demands placed upon
it. According to the World Energy Outlook Report (2018), the sub-Saharan
Africa economy will quadruple in size, the population will nearly double
(to 1.75 billion) and energy demand grows by around 80% by 2040. The
capacity and efficiency of the system improve, and access to modern energy
services grows, but many of the existing energy challenges are only partly overcome.
f) Bioenergy demand will increase by 40% in absolute terms by 2040,
exacerbating stress on the forestry stock. However, the share of bioenergy in
the energy mix declines from above 60% to below half and the share of modern
fuels edges higher. Oil demand will more than double to 4 million barrels/day
(Mb/d) in 2040 [over 0.5 Mb/d is the residential use of Liquid Petroleum Gas
(LPG) and kerosene] and becomes the second-largest fuel in the mix, overtaking
coal. Natural gas use grows by nearly 6% per year, to reach 135 bcm.
g) According to BP, Africa will have the highest Compound Annual Growth Rate
(‘CAGR’) for oil and gas consumption over the next 20 years while
having the lowest existing energy consumption base16.There is an urgency to
address the current and future power supply, transmission and distribution needs.
Therefore, the proven nature of Open Cycle Gas Turbines (OCGT) and
Combined Cycle Gas Turbines (CCGT) technology coupled with the increased
16

PwC (2018). Staking on tomorrow: Africa oil and Gas review report
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global volumes of LNG and potential for subdued future prices appear to
offer an opportunity for African gas to power to grow. Africa has significant
natural gas reserves, with increasing numbers of countries joining the list of
countries that have discovered resources. For countries lacking domestic gas today,
importing LNG for gas to power projects has become feasible due to the reason
that there is an increase in countries that have discovered natural gas.
h) The sub-Saharan Africa power system is expanding rapidly, with generation
capacity quadrupling to 385 GW. The power mix becomes more diverse,
with coal (mainly South Africa) and hydropower (all regions), being joined by
greater use of gas (Nigeria, Mozambique, Tanzania), solar (notably in South
Africa and Nigeria) and geothermal (East Africa). The share of renewables in
total capacity more than doubled to 44%. The total power sector investment
averages around $46 billion per year, with just over half of it in transmission
and distribution.
i) Oil production will rise above 6 Mb/d by 2020, but will then taper off to
5.3 mb/d in 2040. Nigeria and Angola remain the dominant producers,
although Uganda and Kenya are expected to ramp up oil output in the 2020s.
Gas production will rise to 230 bcm in 2040, led by Nigeria, and there will
be an expansion of the output from Mozambique (60 bcm in 2040), as well
as Angola and Tanzania (each 20 bcm). Coal supply is expected to grow
by 50% to reach 325 Mtoe, still concentrated in South Africa, but joined
increasingly by Mozambique and others. Sub-Saharan energy exports are drawn
increasingly towards Asian markets. Crude oil net exports will decline to just over
3.8 Mb/d by 2040, partly due to a greater share being refined and consumed
domestically. Rising gas output from Mozambique and Tanzania will bring
sub-Saharan LNG export towards 100 bcm by 2040 (around 17% of
inter-regional LNG trade), and Mozambique joins South Africa as a key coal
exporter.
j) Furthermore, sub-Saharan Africa makes only a small contribution to the global
energy-related CO2 emissions. It is envisaged that it will account for a
mere 3% of the total in 2040, but is on the front line when it comes to

the potential impacts of a changing climate. In particular, hydropower
prospects can be affected by changing patterns of rainfall. The fuelwood and
charcoal sectors operate largely outside the formal economy, meaning that
policymakers have few levers to promote more sustainable forestry.
k) Sub-Saharan Africa is rich in energy resources, but very poor in energy supply
(International Energy Agency, 2017). The political instability in Sub-Saharan
Africa limits the realisation of future gas infrastructure. A clear and comprehensive
plan is needed to attract Foreign Direct Investment (FDI) into a country’s gas sector.
l) Natural gas resource-holders can power domestic economic development and
boost export revenues, but only if the right regulation, prices and infrastructure
are in place. The incentives to use gas within sub-Saharan Africa are expected
to grow as power sector reforms and gas infrastructure projects move ahead.
International Energy Agency, (2017) predicts that natural gas will nearly triple
its share of the energy mix in Africa to 11% by 2040.
m) Sub-Saharan Africa has 221.6 trillion cubic feet of proved natural gas
reserves. The Middle East has almost 13 times that amount and Eurasia has
almost 10 times that amount. Sub-Saharan Africa produced 1.69 trillion
cubic feet of natural gas in 2011, accounting for 1% of total global natural gas
production. Natural gas production in Sub-Saharan Africa grew by an
annual average of 10% over the past ten years. The growth was led by Nigeria,
Equatorial Guinea, and Mozambique. Nigeria produces around two-thirds of
the region’s natural gas. The largest gas discovery was made in Egypt in the
Zohr field with more than 30tcf of gas, which is located within the offshore
Shorouk Block. Over the next year or two, Egypt plans to bring online all four
trains of the first phase of Zohr, as well as expanding operations at the Abu Qir
acreage and starting up the Atoll project and Phase 9B of the West Delta Deep
Marine project17.
“1st phase of Zohr gas field about to be finished: Min.” Egypt Today. January 2018
*(68PSME(BT-/(3FQPSUo&EJUJPO UI8PSME(BT$POGFSFODF&EJUJPO
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n) Sub-Saharan Africa exports about 1.22 tcf of natural gas and LNG via
pipeline. Nigeria, Equatorial Guinea, and Mozambique are the only
sizable natural gas exporters in the region. Angola joined the group in
2013 when it began exporting LNG. According to the IGU (2019) report18,
several new gas projects came online in Algeria, leading to an increase of 0.8
MT to reach 12.4 MT of exports, which is the country’s highest since 2014.
o) The African Energy market has a required energy investment of US$65 to
US$90 billion, with actual current investment at US$23 billion. This translates to
a funding gap of between US$40 and US$60 billion. To address this issue, the
African Development Bank (AFDB) has since established a new fund for
energy that is aimed at achieving universal access to energy by 2025. It
envisages 200 million connections and doubling the continent’s generation
capacity by 2025. The AFDB fund aims to increase new off-grid connections by
130 million, new generation capacity by 160 GW and new clean cooking
solutions by a further 150 million.
p) With all these developments and growth in energy demand and supply, there is
a need to harmonise regulations with regulatory authorities across the continent
to ensure efficient energy landscape.
5.1.5. Regional Developments
a) Energy is vital to development in the Southern African Development Community
(SADC). Beyond its use in daily life, fuel and electricity catalyse infrastructure
projects that drive both regional integration and economic growth. As the
SADC region industrialises on its path to improved human development, energy
production and distribution will only increase in importance.
Recognising the fundamental role of energy in accomplishing its goals, the
SADC passed the Protocol on Energy in 1996, which provides a framework for
cooperation on energy policy among SADC Member States.

18

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

43

NERSA | STRATEGIC PLAN 2020/21 - 2024/25

b) Since the adoption of the Protocol on Energy, the SADC has enacted several
strategic plans for energy development in the region. Although
implementation of these strategies has been slow, the region has made
significant strides, particularly in electricity. At present, nine Member
States of the SADC have merged their electricity grids into the Southern
African Power Pool (SAPP), reducing costs and creating a competitive common
market for electricity in the region. Similarly, the SADC has established the
Regional Electricity Regulatory Association (RERA), which has helped in
harmonising the region’s regulatory policies on energy and its subsectors.
c) While the SADC is enacting a number of initiatives to address these issues, it
has identified two chief points of focus, as follows:
t &MFDUSJDJUZ (FOFSBUJPO o 4PVUIFSO "GSJDB IBT BNQMF SFTPVSDFT GPS FMFDUSJDJUZ
generation, though it occasionally lacks the capacity for development.
t )ZESPQPXFS BOE 3FOFXBCMF &OFSHZ o 3FOFXBCMF FOFSHZ IBT HSPXO JO
importance for both regional and global energy markets.
d) In 2015, the SADC also launched the Industrialisation Strategy and Road Map
GPS o #BTFE PO UIF 4USBUFHZ BOE 3PBENBQ  B 4"%$
Industrialisation Action Plan had been drafted which covers how industrialisation
TIPVMEVOGPMEDPNQFUJUJWFOFTTSFHJPOBMJOUFHSBUJPODSPTTDVUUJOHJTTVFTJOTUJUVUJPOBM
BSSBOHFNFOUT BOE UIF NPOJUPSJOH BOE FWBMVBUJPO QSPDFTT 5IF TVDDFTTGVM
implementation of this roadmap is essential for socio-economic development in
UIFSFHJPOBOEXJMMIBWFBCFBSJOHPOUIFBDUJWJUJFTVOEFSUBLFOCZSFHVMBUPSTo
UIFFOFSHZSFRVJSFNFOUTGPSNFFUJOHUIFSFHJPOBMHSPXUIUBSHFUTPGoQFS
annum as part of the industrialisation process are expected to be enormous.
There has also been cooperation by SADC Member States on the establishment
of the SADC Centre for Renewable Energy, Energy and Efficiency (SACREEE) in
Namibia and the Southern Africa Research and Documentation Centre, which
will function as platforms for capacity building, distribution of energy-related
information, and energy-related projects.
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e) The region is relatively well endowed with energy resources. The SADC region
has vast energy potential from solar, wind, nuclear, hydro, thermal, gas and
petroleum sources in several countries. However, biomass is by far the largest
source of energy in most regional countries.
f) Electricity, as the dominant source of energy in the region, is generated
mainly through thermal or hydroelectric resources. The coal industry is the
backbone of power generation in the region, supplying almost 62% in Southern
Africa and a significant share of the resource is allocated for export. The region
has a large reserve of low-cost hydroelectricity in the north [especially Inga
Reservoir in the Democratic Republic of Congo (DRC)] and Kariba Dam on the
Zambia/Zimbabwe border in the middle of the regional system, as well as large
reserves of cheap coal in Botswana, Mozambique, South Africa and Zimbabwe.
g) Natural gas is becoming more significant to the region’s energy sector, as
Mozambique, Namibia, South Africa and Tanzania are developing the
natural gas fields in their respective countries. New natural gas discoveries
by international oil companies in Mozambique and Tanzania during the past
decade have ignited investor interest in this previously under-explored region.
The nascent petroleum and gas sub‐sector is however plagued by volatile
prices. Although the region is endowed with some petroleum and gas
resources, these are not directly available to the region due to either foreign
commitments or the lack of the necessary infrastructure to exploit, process, store and
distribute throughout the region.
h) Furthermore, the region has some of the most significant known reserves of
uranium. The mineral is being mined in Namibia and South Africa for
use as fuel for nuclear power plants while exploration is underway in
Botswana and Zimbabwe. Nuclear technology is included in the electricity
sub‐sector, but it must be demonstrated that nuclear power can be a safe electricity
generation option and the confidence of the population and governments must
be won to endorse nuclear energy deployment in the SADC region. Only South
Africa has nuclear capacity, with tentative plans for a new nuclear programme.

i) The region has great potential for renewable energy, including hydropower,
which is already being utilised on a commercial scale. However, the
necessary infrastructure for grid connection is poor. The prices for most
renewable energy technologies are decreasing, but more must be done in
the form of innovative financing. A key factor of the SADC energy sector is
the fact that the region has faced an electricity deficit since 2007 due to a
combination of factors that have contributed to a diminishing generation
surplus capacity against an increasing growth in demand. In recent years, the
sub-region has experienced a power deficit situation due to a number of reasons,
including growing demand against limited expansion in generation capacity.
Electricity
j) Only 32% of rural areas in the region have access to electricity, as a
result the SADC region falls behind in Africa regarding access to electricity.
k) Although plans have been put in place to address the supply shortage by
2020, projects intended to address the shortage lag behind the deadline
due to failure to package projects for funding, below-cost tariffs, poor project
preparation, issues with Power Purchase Agreements (PPAs), and the absence
of regulatory frameworks, among other constraints. Massive investment in
generation, transmission and distribution infrastructure will be required to sustain
the projected increase in power demand in the region. Between US$93 billion
and US$212 billion is required for short and long-term projects to boost power
supply by 2027.

transmission capacity constraints. Eskom, for example, would be able to sell all
of its ‘excess’ capacity to its northern neighbours if the transmission capacity
existed.
m) More than 24,000 MW of new generation capacity was commissioned
between 2014 and 2017. A number of rehabilitation and new generation
projects are being undertaken to address the generation supply gap. The SAPP
Plan indicates that 57,000 MW would need to be commissioned in the next
20 years. The generation mix is expected to change in the future with more emphasis on renewable energy particularly hydropower development. Currently,
hydropower constitutes 21% of the generation mix, which will increase to at
least 26% in the next 20 years. However, there is a need to diversify the energy
source base in view of the experiences of Zambia and Zimbabwe, particularly
in 2015, when hydropower generation dropped by nearly 40% due to low
water levels in the Zambezi river and the Kariba Dam as a result of poor rainfall.
This, therefore, calls for the prioritisation of solar and other renewable energy
projects in line with the climate change efforts being pursued internationally.
n) Nearly all the SAPP Member States have high solar penetration levels, which
provide great potential and a meaningful contribution of solar energy to the
current power deficit. The total renewable energy contribution is expected to rise
to at least 35% of the regional energy mix by 2030.

l) One of the most pressing constraints is the need to improve the transmission line
DBQBDJUZ BOE TUSFOHUIFO UIF SFHJPOBM HSJE "QQSPYJNBUFMZ o PG UIF
matched bids in the Southern African Power Pool cannot take place due to
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o) Renewable energy targets in the SADC region are provided in Table 4 below:
Table 4: Renewable Energy Targets in the SADC Member States19
Country

Sector/Technology

Target

Angola

Electricity access
Renewable energy (small-scale)
Hydropower
Biofuels

Increase in renewable energy capacity of the following amounts by 2025:
t4NBMMIZESP.8 XJUI.8GPSNVOJDJQBMJUJFT
t4PMBS.8 XJUI.8PGGHSJE
t8JOE.8
t#JPNBTT.8

Botswana

Energy access
Renewable electricity
Renewable energy

tQFSDFOUBDDFTTUPNPEFSOFOFSHZTFSWJDFTCZ
100 per cent access by 2030
t$BQBDJUZJODSFBTFTFYQFDUFEGSPN3&'*5QSPHSBNNF EFMBZFE
tQFSDFOUSFOFXBCMFTIBSFJOåOBMFOFSHZDPOTVNQUJPOCZ
2036, but may increase to 20 per cent in 2017 Renewable Energy Strategy once approved.

DRC

Energy access (non-renewable energy-specific) tQFSDFOUPWFSBMMFOFSHZBDDFTT OPUSFOFXBCMFTQFDJåD CZ GSPNQFSDFOUDVSSFOUMZ

Lesotho

Grid extension (non-renewable energy-specific) t5BSHFUTQFOEJOHDPNQMFUJPOPG4VTUBJOBCMF&OFSHZ4USBUFHZ

Madagascar

Renewable electricity

tQFSDFOUSFOFXBCMFTIBSFJOFMFDUSJDJUZHFOFSBUJPOCZ

Malawi

Electricity access
Electricity efficient device
Renewable energy
Biofuels

By 2025/2030:
tQFSDFOUBDDFTTUPFMFDUSJDJUZ VQGSPNQFSDFOUTJODF
tQFSDFOUVTFPGFGåDJFOUDPPLTUPWFTJOPGGHSJEIPVTFIPMET
tQFSDFOUSFOFXBCMFTIBSFJOFOFSHZNJY VQGSPNQFSDFOU
t#JPGVFMTNBOEBUFPGQFSDFOUFUIBOPMBOEQFSDFOUCJPEJFTFM

Mauritius

Renewable electricity

tQFSDFOUPGFMFDUSJDJUZGSPNSFOFXBCMFTCZHFOFSBUJPOTIBSFTPGQFSDFOUCBHBTTF QFS
cent wind, 4 per cent waste, 2 per cent solar, 2 per cent geothermal by 2025 (under review)

Mozambique

Renewable electricity

400 MW increase in installed renewable energy capacity by 2024, including:
t8JOE.8
t)ZESP.8MBSHFTDBMF .8TNBMMTDBMF
t4PMBS.8
t#JPNBTT.8

19
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Country

Sector/Technology

Target

Namibia

Renewable electricity

tQFSDFOUSFOFXBCMFTIBSFJOFMFDUSJDJUZHFOFSBUJPOCZ

Seychelles

Renewable electricity

tQFSDFOUSFOFXBCMFTIBSFJOFMFDUSJDJUZHFOFSBUJPOCZQFSDFOUCZ

South Africa

Renewable electricity Transport

tQFSDFOUSFOFXBCMFTIBSFJOFMFDUSJDJUZHFOFSBUJPOCZ
t(8TPMBSDBQBDJUZ (8XJOEDBQBDJUZCZ *31

Eswatini

Renewable electricity

t.8PGJOUFSNJUUFOUSFTPVSDFTTVDIBTTPMBS17CZ
tQFSDFOUSFOFXBCMFTIBSFJOFOFSHZDPOTVNQUJPOCZ

Tanzania

Renewable electricity

tQFSDFOUSFOFXBCMFTIBSFJOFMFDUSJDJUZHFOFSBUJPOCZ VQGSPNMFTTUIBOQFSDFOU

Zambia

Renewable access Biofuel

t.8JODSFBTFJOSFOFXBCMFFOFSHZDBQBDJUZCZ

Zimbabwe

Electricity access
Renewable energy
Hydropower (small-scale)
Biofuel

t .8JODSFBTFJOSFOFXBCMFFOFSHZDBQBDJUZCZ .8JODSFBTFCZ
(16.5 per cent increase overall)
t (8IJODSFBTFJOSFOFXBCMFFOFSHZHFOFSBUJPOCZ (8IJODSFBTFCZ
(26.5 per cent increase overall)
t/PUFUBSHFUTBSFDPOEJUJPOBMPOåOBMBQQSPWBMCZHPWFSONFOU
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p) In its bid to meet the rising demand of electricity, the SADC region is
implementing
several
Generation
and
Transmission
projects
across the region. Some of the projects include the following:
t ;BNCJBo5BO[BOJBo,FOZB*OUFSDPOOFDUPS
t .P[BNCJRVFo.BMBXJ *OUFSDPOOFDUPS BOE /BNJCJBo"OHPMB *OUFSDPOOFDUPS
t ;JNCBCXFo;BNCJBo#PUTXBOBo/BNJCJB*OUFSDPOOFDUPS
t .P[BNCJRVFo;JNCBCXFo4PVUI"GSJDB*OUFSDPOOFDUPS
Petroleum and Gas
q) The SADC region is endowed with significant deposits of coal (and associated
coal bed methane gas), crude oil, shale gas and natural gas. This optimal
exploitation could potentially prove to be the ‘missing ingredient’ in terms
of diversifying the region’s energy mix, reducing the cost of energy and
improving its accessibility to the citizens of the region. It could also reduce
carbon dioxide emissions, which are associated with advancing global
warming and climate change. Natural gas is becoming more significant to
the region’s energy sector as Angola, DRC, Madagascar, Mozambique,
Namibia, South Africa and Tanzania develop natural-gas fields in their
respective countries. Parallel to these developments, countries endowed
with coal resources, particularly Botswana, Mozambique, South Africa and
Zimbabwe, are redoubling efforts to extract coal-bed methane gas on a
commercial scale.
r) Investments in the oil and gas sector are rising, particularly in Angola,
Mozambique and Tanzania due to the vast resources found in those
countries. However, the sector is plagued by volatile prices, which have been
uncharacteristically low in the past two years, thus generally discouraging
investment.
s) The petroleum and gas industries in the region only exist in the national context
with isolated underdeveloped regulatory systems where they do exist. The SADC
region has no developed common frameworks aimed at facilitating the
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development of regional markets and integration of the petroleum and gas
sectors within the region.
t) Presently, most Member States in the petroleum sector have no domestic fuel
production capability, but import fuel from other Member States, at
different standards. The fuel standards should be harmonised to allow the ease of
movement of blended fuels as well as biofuels as blending feedstock within
the region. Furthermore, the issues around refinery and storage capacity in the
region must be addressed to encourage intra-regional trade especially between
the landlocked and coastal Member States.
u) The projected demand for petroleum products/liquid fuels in the SADC region
is expected to grow significantly in the period up to 2027. The
projected growth in demand will have to be matched by the expansion of the
necessary infrastructure for production, refinery, storage and pipeline/transport
that goes with uninterrupted supply to the region.
v) In 2009, SADC adopted a Framework on Sustainable Biofuels, which provides
guidelines for production and development of biofuels. Some Member
States are already blending bioethanol with petrol/gasoline, and producing
biodiesel to optimise the utilisation of their natural resources while
reducing the importation of fuel products. However, the success of this
programme will also depend on the harmonisation of fuel specifications and
standards in the region. Since 2015, the SADC has been advocating for the
migration of the region towards low Sulphur fuels and the introduction of cleaner
vehicles, since the use of high Sulphur fuel diesel is still common in the region.
w) There are several ports to import product to South Africa, but the Port of
Durban is deemed the port of entry. From there, the inland areas as well a
number of adjacent SADC countries are supplied. Matola in Mozambique is
also an alternative supply route to the Mpumalanga and Gauteng provinces.
x) Only six countries have proven gas reserves, with Namibia being the only
one with no gas production. The remaining SADC countries Lesotho,

Madagascar, Malawi, Mauritius,Seychelles, Swaziland, and Zambia have no
known reserves.
y) The main producers of gas in the SADC region are Angola, Tanzania, DRC
and Mozambique. Angola leads the region in deposits of gas and
petroleum, while South Africa is rich in shale gas and coal-bed methane gas.
Tanzania is emerging as a force in this sector as new discoveries of natural gas
continue to be made along its Indian Ocean coast. Mozambique has also
seen a rapid expansion of its gas industry since the commissioning of the 865
km-long gas pipeline from the Pande and Temane gas fields in south-central
Mozambique to Secunda in South Africa by the multinational Republic of
Mozambique Pipeline Investment Company (ROMPCO), headquartered in
South Africa.
z) The Rovuma area, in the far north of Mozambique near the Tanzanian border,
has seen positive results of natural gas exploration. Between 150 to 200
trillion cubic feet of gas has been found offshore Mozambique’s Cabo
Delgado province and final investment decisions have already been
made for two liquefied natural gas (LNG) projects, the most recent being
Anadarko’s Rovuma Area 1 Mozambique LNG project. The final capital
estimate has not been made, but Anadarko has indicated that the project will
involve two LNG trains with total yearly nameplate capacity of 12.88-million
tons.
aa) Separately, the Italian Energy Group, Eni, is building the $4.7-billion Coral
South floating LNG facility, while Eni and ExxonMobil are making
progress on an LNG project based on the Rovuma Area 4 block offshore,
which will share infrastructure with Anadarko’s project. Over the coming
two decades, it is estimated that more than $100-billion will be invested
in the territory because of the gas projects and several countries, including
Portugal, Brazil and France that are actively mobilizing their business
communities around the opportunities associated with Mozambican LNG
projects.
20

World Bank (2018). Overcoming poverty and inequality in South Africa: An assessment of drivers, constraints and
opportunities.

bb) State-owned freight logistics firm, Transnet, plans to launch a tender next year
for South Africa’s first terminal to import liquefied natural gas (LNG) at
Richards Bay port, with first gas expected to land in 2024. The
target source of gas for this project is LNG from Mozambique. For
this project to be successful, it is of vital importance for South Africa to
secure the new gas supplies. Angola and Mozambique are potential LNG
suppliers due to their shorter shipping distances, which would give South
Africa advantage in securing relatively favourable delivered ex-ship prices.
cc) In addition, there is also an opportunity for South African companies to
explore other business opportunities that will arise from the development of the
three multibillion-dollar gas projects in Mozambique. The region in which these
megaprojects are to be developed is both rural and remote, which means just
about everything that is needed to support the projects, from ports and roads,
to housing and retail developments, still has to be built. In other words, this
is not only a game changing prospect for Mozambique, but also a significant
business opportunity for South African companies, especially those willing to
collaborate with local companies in line with Mozambique’s localization
requirements.
5.1.6. Economic Outlook
a) According to the South African Reserve Bank, South Africa’s current domestic
economic performance can be summarised as follows:
t4PVUI"GSJDBTQPUFOUJBMJTTJHOJåDBOU ZFUHSPXUIPWFSUIFQBTUUFOZFBSTIBT
not benefitted from the global recovery.
t 5IFFDPOPNZJTHMPCBMMZQPTJUJPOFE TPQIJTUJDBUFE BOEEJWFSTJåFE
t 5IFGPMMPXJOHXFSFJEFOUJåFEBTCJOEJOHDPOTUSBJOUTUPHSPXUI
PQPMJDZVODFSUBJOUZ
PUIFSFHVMBUPSZFOWJSPONFOUOPUCFJOHDPOEVDJWFUPJOWFTUNFOUBOE
o there is no sustained long-term partnership/cooperation between
government, business and labour (Social Compact).
t"SFDFOU8PSME#BOL4UVEZ  20 on South Africa reveals that it is one of
the most unequal economies in the world, with consumption inequality having
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increased since 1994. Wealth inequality is high and has been rising over time.
t $VSSFOUMZ  NPSF UIBO  PG UIF QPQVMBUJPO MJWFT JO QPWFSUZ BOE UIF
economy is not generating sufficient jobs, with 29% of the labour force
being unemployed.
t "DDPSEJOHUPTUBUJTUJDTGSPN4UBUT4" JOWFTUNFOUBTBQFSDFOUBHFPG(%1IBT
been declining since 2014. The total investment is now at 19.4% of the GDP,
down from 23.5% in 2009.
b) South Africa’s per capita growth rate is currently just above 1%, alongside
Colombia with 1.8%, Chile with 1.5%, Brazil with 1.1% and
Venezuela with -3.9 (2014 data). Among the highest per capita growth rate in
2018 is China with 6.9%, Malaysia with 5.9% and Indonesia with 5.1%.
c) Real GDP growth in South Africa is expected to remain below 2% through
2019. However, this is not sufficient to make a meaningful dent in
unemployment, poverty, and inequality. Global events, including the Eurozone
EFCU DSJTJT o  BOE XFBL DPNNPEJUZ QSJDFT o  IBWF
contributed to the poor domestic growth performance since 2010.
However, at least since 2012, a worsening domestic political, policy and
socioeconomic climate ensured that SA was unable to benefit fully from the more
recent broad-based improvement in global growth and rebound in key commodity prices. Year-on-year, economic growth improved slightly from 0.6% in 2016
to 1.3% in 2017. However, there was a slight dip in 2018 with 0.7% growth
recorded.
d) The average annual consumer price inflation (CPI) was 4.7% in 2018, down
from 6.4% in 2016 and 5.3% in 2017. CPI has averaged 5.4% over
the past five years, which is in line with the South African Reserve Bank
inflation target range. After averaging below 5% in 2018, headline CPI inflation
is projected to average of 5.06% during the period of 2019-2023 (BER 2019).
This implies that CPI will remain stuck at the lower end of the South African
Reserve Bank’s (SARB) inflation target band.
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e) The petrol price has increased considerably over the years, with a
percentage change of 13.00% in 2018 up from 8.1% in 2017 and
1.4% in 2016. This petrol price is still expected to increase over the
coming years, starting with a decrease of approximately 1.2% in 2019.
Cumulatively, the 2018 petrol price has increased with 106.2% since 2007
and is expected to continue increasing to 118.2% in 2023.
f) Impact of COVID-19 on the South African economic outlook can be
summarised as follows:
t3FBM(%1EFDSFBTFECZBSFDPSEJOUIFTFDPOERVBSUFSPGPXJOH
to the impact of the COVID-19 lockdown restrictions since the end of March
2020. This follows a 2.1% decline in the first quarter of 2020.
- The biggest negative contributors to GDP growth were the manufacturing
(-10.8%), trade (-10.5%) transport (-6.6%) mining (-6%) and finance
(-5.4%) sectors.
- National Treasury and the SARB bank forecasts GDP to decline by -7% and
-8.2% in 2020 respectively.
t5IF$PWJEQBOEFNJDJTQSPKFDUFEUPJODSFBTFQPWFSUZ JOFRVBMJUZBOE
unemployment.
- Estimates suggest that an additional 3.5 million people have been falling
into poverty since the beginning of national lockdown restrictions in March
2020.
- Unemployment increased from 29.1% (6.6million) in December 2019 to
30.1% (7million) in March 2020. Latest statistics show the unemployment
rate at 23.3% representing 4.3million people.
g) In response to the COVID 19-pandemic, the Department of Mineral Resources
and Energy (DMRE) and its entities presented economic interventions in
response to the economic impact induced by the Covid 19 pandemic and the
economic downgrade of the country. The interventions focused on DMRE’s
PQFSBUJPOBM SFBEJOFTT  4".* )FBMUI  4BGFUZ SFBEJOFTT  JOUFSWFOUJPOT BOE
SFTQPOTFTXJUIJOUIFCSPBEFSNJOJOHBOEFOFSHZTFDUPST'PSFYBNQMF
t"EEJUJPOBMQSPDVSFNFOUPGFMFDUSJDJUZDBQBDJUZGSPNFYJTUJOH*114

(approximately 128 MW and Eskom to procure short-term power
(approximately 128 MW).
t"DDFMFSBUJPOPGUIFOVDMFBSCVJMUQSPHSBNNF
t&OTVSJOHPGGVFMQSJDFCFOFåUTCFJOHQBTTFEUPFOEDPOTVNFST
t &OFSHZ TFDVSJUZ TIJGUJOH PG QPXFS TUBUJPOT PQFO DZDMF UVSCJOFT  EFNBOE
from diesel to natural gas within the next 5 years.
t &OFSHZ TFDVSJUZ DPOWFSTJPO PG 1FUSP4" GSPN CFJOH B HBTMJRVJE UP CF B
liquid refining facility.
5.1.7. Impact of BRICS on the Energy Sector
a) The establishment of the New Development Bank (BRICS Bank) has highlighted
its main funding areas as sustainable development and sustainable
infrastructure among BRICS countries (Brazil, Russia, India, China and
South Africa) and other strategic developing countries (especially in
Africa). One of the focus areas of the Bank is to scale up low carbon and
climate-resilient investments for sustainable infrastructure, including in particular
speeding up the energy transition consistent with the Paris Agreement. The
envisaged approach to this is aligning their financial flows with the countries’
pathways to low carbon and climate resilient development, increasing the
predictability and ease of access to concessional resources, such as the Green
Climate Fund, and leveraging private finance for climate investments.
b) Most of the Bank’s projects involve green energy or infrastructure. Accord
ing to the Bank, between 1 and 1.5 trillion US dollar is needed to fully harness
renewable energy among the trading bloc. The bank approved two
infrastructure projects with a loan value of US$413.8 million during the 12th
Board of Directors meeting in Shanghai on November 2017. Non-resident
portfolio flows into BRICS nations rose to $166.5 billion in May 2017, up
from $28.3 billion in outflows 12 months prior, according to data compiled
by the Institute of International Finance and EPFR Global. The bank sold its first
3 billion ($437 million) yuan-denominated bonds in China in July 2017, to fund
clean energy projects in member states.

c) The BRICS Bank has 25 projects at various stages of preparation for 2018 to
2019, with a total lending amount of $6 billion. Three of these projects are
in South Africa and include the Greenhouse Gas Emissions Reduction and
Energy Sector Development Project (US$300m), Durban Container
Terminal Berth Reconstruction Project (US$200m) and Eskom Renewable Energy
(Transmission) project (US$180m).
d) Between 2003 and 2017, BRICS has invested about US$3383m in 11 South
African Energy projects. This investment translated to 809 jobs created
(Deloitte, 2018). However, in January 2018, an agreement was signed
between the Russian state energy company Rosatom and the South African
government to construct small hydropower plants in Mpumalanga to power
rural regions of the country. This is a key component of South Africa’s energy
security strategy. Each mini hydropower plant is expected to power 250 to 400
houses. This project could be the first of several small hydro projects aimed at
generating innovative and affordable energy in South Africa and across the
continent.
5.1.8. SA credit ratings downgraded
a) South Africa’s rapidly worsening fiscal metrics during the course of 2019
alerted all three major ratings agencies to put the country on a negative
outlook during the second half of 2019. These led to credit rating
downgrades in March and April 2020, taking the country to general
sub-investment grade and SA exiting the Financial Times Stock Exchange (FTSE)
World Government Bond Index on 30 April following the final downgrade from
investment-grade status by Moody’s at the end of March. The impact of the
COVID-19 pandemic added to reasons for the downgrade and has since overshadowed the economic fight. Different projections of sustained contractions in
real GDP for the full year range between 5% and 10%.
   C  *O "QSJM   CPUI 'JUDI BOE 4UBOEBSET  1PPST 41  (MPCBM 3BUJOHT
downgraded SA’s sovereign credit rating by another notch to push it deeper
into sub-investment grade (sub-IG) territory. Fitch rating agency highlighted that
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the downgrade was due to “the lack of a clear path towards government debt
stabilisation”, with a further shock to government finances and growth due to
COVID-19. Fitch had South Africa’s foreign currency rating two notches below
JOWFTUNFOUHSBEF XIJMF41(MPCBM3BUJOHTJTBUUISFFOPUDIFTCFMPX*(
c) On 20 November 2020, South Africa sunk deeper into junk territory after
Moody’s Investors Service joined Fitch Ratings in lowering the country’s
credit ratings. Moody’s cut the nation’s foreign and local-currency ratings
to Ba2, two levels below investment grade, from Ba1. The outlook remains
negative (Bloomberg). Fitch cut the nation’s foreign and local-currency ratings to
BB-, three levels below investment grade, from BB, also with a negative outlook.
41 LFQU JUT BTTFTTNFOU PG 4PVUI "GSJDBT GPSFJHODVSSFODZ EFCU UISFF MFWFMT
below investment grade, with a stable outlook21.
5.1.9. National Environment
Electricity
B  5IFSF JT DVSSFOUMZ OP BOOVBM HSPXUI JO FMFDUSJDJUZ EFNBOE o UIFSF IBT OPU
been for the last 10 years and there is no sign of that changing. Eskom
has 51 943MW of licenced capacity and the renewable licenced capacity
is 6 592.7MW. In April 2018, the then Minister of Energy announced the
signing of the agreements for the 27 projects procured under the Renewable
Energy Independent Power Producer Procurement Programme (REIPPPP) Bid
Windows 3.5 and 4. This is by far the biggest Independent Power Producer (IPP)
procurement by the Department of Energy to date, representing a total of R56
billion of investment and about 2300MW of generation capacity to be added to
the grid over the next 5 years. This investment is injected into the economy by the
private sector, with no contribution from Government other than support to Eskom
in the event of a default by the buyer. The new projects are as detailed below:
tOFXXJOE TPMBS17BOEDPODFOUSBUFETPMBSQPXFS $41 QSPKFDUT 
/PSUIFSO$BQF
tOFXXJOEQSPKFDUT &BTUFSO$BQF
21

Source: https://businesstech.co.za/news/finance/450475/what-the-latest-rating-downgrades-mean-for-the-averagesouth-african/
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tOFXTPMBS17QSPKFDUT /PSUI8FTU
tXJOEQSPKFDUT 8FTUFSO$BQF
tBCJPNBTTQSPKFDU .QVNBMBOHBBOE
tTNBMMIZESPQSPKFDU 'SFF4UBUF
C  5IF *OUFHSBUFE 3FTPVSDF 1MBO *31  o FTUJNBUFE UIBU 4PVUI "GSJDB
would require over 40,000 MW of new generation capacity by 2025. The
IRP 2018 was released in August 2018 and should provide clarity on the way
forward as well as a predicted price path.
c) The percentage of South African households that were connected to the main
electricity supply increased from 76.7% in 2002 to 84.7% in 2018.
t.BJOTFMFDUSJDJUZXBTNPTUDPNNPOJO-JNQPQP  /PSUIFSO$BQF
(91.7%), Free State (91.2%) and Mpumalanga (90.7%), and least common
in Gauteng (77.7%), KwaZulu-Natal (83.5%) and North West (83.7%).
t 5IFMBSHFTUJODSFBTFTCFUXFFOBOEXFSFPCTFSWFEJO&BTUFSO
Cape (36.7%), and Limpopo (21.6%).
t 5IFQFSDFOUBHFPGIPVTFIPMETXJUIBDDFTTUPNBJOTFMFDUSJDJUZBDUVBMMZ
declined in Gauteng (12.2%) and Western Cape (0.68%). These declines
can be associated with the rapid in-migration experienced by these
provinces.
d) Industrial and commercial demand is higher than residential consumption
across different forms of energy.
Petroleum and Gas Sector
e) Inputs of petroleum products play an important role in transport and
production activities of various other sectors of the South African
economy. However, South Africa does not have its own economically
extractable natural crude oil resources, therefore, South Africa relies on imports
of crude oil and refined fuels to meet its liquid fuels needs.

f) Approximately 11 142 million litres of petrol and12 539 million litres of
diesel were consumed in South Africa in 2018 representation a
decrease of 0.28 per cent and an increase of 3.12 per cent respectively
compared to 2017 (DoE, 2018). More illuminating and power paraffin was
consumed in 2018 than in 2017, with 702 million litres and 648 million litres
consumed respectively. This represents a 7.69 per cent increase in paraffin
consumption. Approximately 552 million litres of furnace oil were consumed
in 2018,representing a 5.25 per cent increase from consumption in 2017.
Furthermore, there was a decrease of 9.32 per cent in the consumption of LPG,
with 504 million litres and 551 million litres being consumed in 2018 and
2017 respectively.
g) The majority of South Africa’s refinery output is transported via pipeline, but
product is also uplifted directly using road, or transported by rail, to other
distribution facilities. The Transnet Pipelines Division operates the main liquid
petroleum pipeline system running between Durban and the inland region,
comprising the Multi-Product Pipeline (MPP) and the crude oil pipeline to
Sasolburg servicing the NATREF refinery. It then extends into the northern
network with delivery depots in Gauteng (Alrode, Langlaagte, Waltloo, OR Tambo
International Airport, Tarlton), North West (Klerksdorp, Rustenburg) and
Mpumalanga (Witbank) as well as Free State (Kroonstad). The MPP has a
coastal accumulation facility as well as an Inland Accumulation facility. At each
of these, as well as at the aforementioned delivery depots, the various NERSA
licensees have storage facilities interconnecting to the pipeline system. In the
eight national ports, there are also marine loading facilities interconnecting
to the coastal refineries and/or storage facilities located within or adjacent
to the ports. In the inland areas, the storage facilities are mainly replenished
by road or rail. In total, NERSA has issued licences to operate 194 storage
facilities, 23 marine loading facilities and 19 pipelines to 59 licensees. As
of 31 March 2018, TPL has stopped injecting petroleum products into the
Durban-to-Johannesburg Pipeline (DJP) and this pipeline will be decommissioned.
In an effort to alleviate the supply burden resulting from demand growth, there

were plans to build a 300 000 boe/d refinery located in the Eastern Cape
Province called ‘Project Mthombo’. However, the Governmentrecently
announced new plans for the refinery to be located in Richards Bay. Current
refinery operators are reluctant to expand present capacity due to the high
investment cost involved in meeting cleaner fuel standards while there is a
surplus of liquid petroleum products available in the international market.
Nonetheless, South Africa’s refineries are well placed on a cash operating basis
within its regional peer group (European and African countries that have more
than one refinery), indicating their current competitive situation relative to these
other manufacturers.
h) It is expected that small-scale importation and trading of LNG will precede
the establishment of LNG storage and gasification terminals in South Africa.
In this regard, the Energy Regulator has recently licenced the operations of
Volco (Pty) Ltd (Volco) and Volco Alfa (Pty) Ltd (Volco Alfa), which will import
the small-scale LNG into South Africa in the Western Cape Province. The LNG
will then be transported to customers’ sites via trucks using 40’ ISO containers,
where it will be stored, regasified and traded to the customers in gaseous form.
i) Renergen is the first company in South Africa to build a small-scale onshore
LNG plant. It intends to monetise its LNG by developing between 12 - 18 LNG
filling stations across South Africa by 2023. Renergen has signed a deal with
Total under which the French major will rebrand two of its filling stations on the
N3 national route between Johannesburg and Durban as LNG outlets. The LNG
sold at these filling stations would be exclusively for the use of trucks and buses
The first phase of the project is planned to supply 400 trucks from 2021, with
the second phase supplying approximately 3,000 - 5,000 trucks from 2023.
j) South Africa’s intentions to expand the role of LNG in its energy mix is reflected
in the country’s Integrated Resource Plan (IRP), which was published in October
2019. The IRP envisages the creation of an additional 8 100MW of gas and
diesel-fired generation capacity by 20230 in order to support energy security.
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k) Sasol has confirmed the much specula6mted intention to sell its equity interests in
the ROMPCO. Speculations emerged as early as April this year that
the petrochemicals producer was seeking to sell off some of its African
assets as part of its restructuring. It was said that the company had
appointed advisers to sell its stakes in a power plant in Mozambique and a
gas pipeline running from the country into South Africa. Sasol said that the
sale is part of the its drive to raise as much as $5 billion through asset sales
amid cost overruns and lower oil prices by end of its 2021 financial year.
l) Sasol’s gas supply from Mozambique is scheduled to start falling from 2023
onwards, with a forecasted yearly shortfall of 98 million gigajoules from 2025
onwards.
m) The gas sector looks forward to a potential increased investment due to a
boost in investor confidence affirmed by the second gas-condensate discovery by
Total in the Western Cape, 175 kilometers off the southern coast of South Africa.
n) Total made a significant gas condensate discovery after drilling its
Brulpadda prospects on Block 11B/12B in the Outeniqua Basin,
offshore South Africa. The area is 175km off the southern coast of
South Africa. The estimated gas reserves are in the range of 56 million
cubic meters, of which around 450 million cubic meters can be recovered22.
Gas-to-Power procurement programme
o) In order to support the implementation of the Integrated Energy Plan, the
DMRE is currently finalising the Gas Utilisation Master Plan (GUMP) for
South Africa. The GUMP would act as a roadmap for the development of
the gas industry in the South African economy. It analyses the potential and
opportunity for the development of South Africa’s gas economy and sets out a
path of how this could be achieved. One of the main objectives is to enable the
development of indigenous gas resources and to create the opportunity to
stimulate the introduction of a portfolio of gas supply options.
22

Report on Development in New Gas Sources in South Africa and Neighbouring Countries for a period of April-June 2019
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p) The key challenges in the sector are to bring gas demand and supply on
stream at the same time and spread geographically to stimulate broader localised
demand. Without local demand, it would be difficult to develop distributed gas
supply and without such distributed gas supply, it would be difficult to develop local
gas demand. One way of overcoming this challenge is to develop a Gas-to-Power
Programme. This would potentially anchor gas demand while creating a long-term
sustainable gas demand. The intention of the Gas-to-Power Programme is not only
supplying power, but also supplying a limited amount of gas, marketed in the
form of a Gas Supply Agreement (GSA), for use by industrial and other users.
q) The Gas-to-Power Programme has stalled until the completion and publishing
of the Integrated Energy Plan (IEP) and the updated Integrated Resource Plan.
Regulated Energy Industry
r) Energy is at the core of current and future industrial and technological
development. The National Development Plan envisages that the country will
have an energy sector that promotes economic growth and development through
adequate investment in energy infrastructure by 2030. Furthermore, the plan
envisages that South Africa will have an adequate supply of electricity and
liquid fuels to ensure that economic activity and welfare are not disrupted and
that 95% of the population will have access to some form of energy.
s) NERSA has commenced with a process to determine the size of the NERSAregulated activities within the energy sector (Electricity, Piped-Gas and
Petroleum Pipelines).
t 5IF &OFSHZ 3FHVMBUPS IBT TFFO B SBQJE JODSFBTF JO UIF OVNCFS PG
operational licensees over the 2014 to 2018 period with the exception
of 2017 to 2018, where a significant decrease occurred in the electricity
distribution space. Currently, there are 367 licensees operating under the
regulation of the Energy Regulator. The bulk of these licensees are in the
Electricity sector, followed by the Petroleum Pipelines and Piped-Gas sectors
respectively.

t *O QBSUJDVMBS  FMFDUSJDJUZ HFOFSBUJPO IBT TFFO B SBQJE JODSFBTF JO MJDFODFT
issued since the implementation of the DMRE’s REIPPPP that was officially
launched in 2011. Between 2014 and 2018, an additional 31 licensees
were licensed (13% increase).
t *O   B EFDSFBTF PG  MJDFOTFFT   PDDVSSFE EVF UP NFSHFST PG
26 distribution licensees into 12. Of the 26 merged licensees, four (Indaka,
Imbabazane, Ezingoleni and Khara Hais) were under Eskom Distribution.
t 5IF 1FUSPMFVN 1JQFMJOFT JOEVTUSZT SFHVMBUFE GBDJMJUJFT IBE B SFHVMBUFE
capacity of 16,764,237 m3 transported by pipelines, 12,014,534 m3
in storage facilities and 16,173,861 MT in loading facilities in 2017. Of
particular interest is the storage sub-sector, which saw a 12% increases in
regulated facilities from 2014 to 2015. There was a slight decline from
2015 to 2016, due to the implementation of the bulk determination by the
Regulator.
t 5IF 1FUSPMFVN 1JQFMJOFT JOEVTUSZT SFHVMBUFE GBDJMJUJFT IBE B SFHVMBUFE
capacity of 22,127,097 m3 transported by pipelines in 2018, 12,329,854
m3 in storage facilities and 16,177,014 MT in loading facilities. Of
particular interest is the storage sub-sector, which saw a 12% increases in
regulated facilities from 2014 to 2015. There was a slight decline from
2015 to 2016, due to the implementation of the bulk determination by the
Regulator.
t 8JUI SFHBSE UP UIF &MFDUSJDJUZ TFDUPS  UIFSF BSF  SFHVMBUFE GBDJMJUJFT  PG
which 30 are owned by Eskom, 16 by general IPPs, 78 by renewable
IPPs and 7 by municipalities. This jointly represents 61 074.90MW of
electricity generation in the country. There is a 15.48% decrease in the
number of regulated facilities from 2017. Interestingly, IPPs combined
represent 94 facilities with a capacity of 8 593MW in 2018. This
represents an increase of 2.76 per cent of electricity added to the national
grid since 2017.

t *OBEEJUJPO BTQFSUIF(BT"DU UIF&OFSHZ3FHVMBUPSJTNBOEBUFEUPSFHJTUFS
certain gas activities in order to keep abreast of key developments in the gas
industry. As of 2018, 118 biogas facilities and 35 biogas registrants are
registered with the Energy Regulator.
t) There is a significant amount of energy assets in operation under the ambit of
the Energy Regulator. As of 2018, there are R830.020 billion worth of
operational assets under regulation, with the Electricity industry being the
dominant player representing 94.32%, and 4.56% and 1.11% for Petroleum
Pipelines and Piped-Gas respectively.
u) The energy sector is undergoing major reforms with the construction of a
number of projects that will add significant amounts of capacity in
the short term. As of 2018, there are R430 180 billion assets under
construction, of which R146 896 billion assets are in the Electricity sector,
R265million in Petroleum Pipelines and R18 283 million in Piped-Gas. The
electricity sector’s construction projects include the approved DoE REIPPPP
projects and Eskom powerprojects. IPPs, in particular, have investment projects
worth R66.478billion (45.2%) and Eskom, through its new build programme,
accounts for R80 418billion (54.7%), with projects such as Medupi and Kusile
power stations still under construction. It should be noted that some of these
projects are nearing completion and will be adding significant amounts of
electricity to the South African power grid.
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5.1.10. PE(R)STEL Factors Analysis
The specific factors considered in the environmental scan are shown in the tables below.
Table 5: Political factors
Political factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Municipalities’ executive authority for funding of
municipal infrastructure

t4PNFNVOJDJQBMJUJFTBSFVOBCMFUPGVOE CVJME PQFSBUF t&OHBHFXJUISFMFWBOUNJOJTUSJFTSFHBSEJOHNVOJDJQBM
BOENBJOUBJOBEFRVBUFFMFDUSJDJUZJOGSBTUSVDUVSFoXIJDI funding more broadly
has a negative impact on security of supply
t#BTFNVOJDJQBMUBSJGGTXJUIJOUIFCSPBEFSNVOJDJQBM
t3JOHGFODJOHPGNVOJDJQBMFMFDUSJDJUZSFWFOVFT
funding model
t6OTVTUBJOBCMFDSPTTTVCTJEJTJOHPGNVOJDJQBMTFSWJDFT

2. Role of SOEs in economic recovery

t3FHVMBUPSZNBOEBUFTUIBUQSPNPUFBKVTUFOFSHZ
transition undermined
t3FQVUBUJPOBMEBNBHFUP/&34"

t&TLPN1PMJUJDBM5BTL5FBN 155 JOWPMWFNFOU
t&TUBCMJTIBOEFYFDVUF&TLPN&OHBHFNFOU5BTL5FBN
under steer of the PTT
t%FWFMPQDPMMBCPSBUJWFSFMBUJPOTIJQTXJUILFZEFMJWFSZ
ministries, such as, inter alia, National Treasury (Operation Vulindlela), Department of Public Enterprises,
COGTA etc.

Piped-Gas Industry Regulation
1. Delays in finalisation of legislative amendments and
t$PTUPGHBTNBZCFUPPIJHI
developments (with specific reference to the Gas IPP t*UNBZEFUFSEFMBZFOUSZJOUPUIFHBTNBSLFU
and the Gas Utilisation Master Plan)
2. Lack of policy on gas infrastructure investment
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t%FWFMPQBSFQPSUPOSFHVMBUPSZBEWPDBDZBOE
engagements with relevant policy makers

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
t6ODFSUBJOUZGPSJOWFTUNFOU
t-PTUPQQPSUVOJUZUPFODPVSBHFDPNQFUJUJPOJOQJQFEHBT relevant policy makers
t"EWPDBUFUIFEFWFMPQNFOUPGUIF(BT6UJMJTBUJPO
industry
Master Plan, Gas IP, Gas Infrastructure Plan
t*NQFEFTHSPXUIPGUIFHBTNBSLFUJO4"
t*UNBZEFUFSEFMBZFOUSZJOUPUIFHBTNBSLFU

Political factors

Impact if factor is not addressed

NERSA response to the factor

Piped-Gas Industry Regulation
3. Emerging gas policy in Mozambique

t4FDVSJUZPGHBTTVQQMZo4VQQMZEJWFSTJåDBUJPO

t.POJUPSBCJMJUZPG4"40-UPTVQQMZ
t6OEFSUBLFSFHVMBUPSZBOEJOUFSHPWFSONFOUBM
engagements
t.POJUPSVUJMJTBUJPOPGFYDFTTDBQBDJUZJO30.1$0
Pipeline
t"QQSPWFUBSJGGTGPS4"TJEFPGDSPTTCPSEFSBTTFUTUP
facilitate investment and additional gas supply

3FHVMBUJOHUIFHBTNBSLFUoCVOEMFEBOEVOCVOEMFE t.BZEFUFSJOGSBTUSVDUVSFJOWFTUNFOUT
approach to LNG projects
t3FHVMBUPSZVODFSUBJOUZ

t%FWFMPQB/&34"QPTJUJPOQBQFSPOSFHVMBUJOHUIFHBT
NBSLFUoCVOEMFEBOEVOCVOEMFE
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t3FWJTJUUIF(BT3VMFT

5. Alignment of Gas Infrastructure Plan, the IRP and IEP

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

t1PTTJCMFEVQMJDBUJPOPSDPOUSBEJDUJPOT
t3FHVMBUPSZVODFSUBJOUZ
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Political factors

Impact if factor is not addressed

NERSA response to the factor

Petroleum Pipelines Industry Regulation
t(FPQPMJUJDBMVQIFBWBMTJNQBDUJOHPOQFUSPMFVN
producing transient countries

t)JHIFSBOEWPMBUJMFGVFMQSJDFT
t3BOEEPMMBSFYDIBOHFSBUFWPMBUJMJUZ

t3FHVMBUPSZBEWPDBDZPOQSJDFSFHVMBUJPOCZUIF%.3&
t1BSUJDJQBUFJOGVFMQSJDFQPMJDZBOESFHVMBUPSZ
framework reviews
t1BSUJDJQBUJOHJOSFHJPOBMTUSVDUVSFTEFBMJOHXJUI
petroleum matters

t/FJHICPVSJOHDPVOUSJFTåOEJOHBMUFSOBUJWFTPVSDFTPG
fuel

t-PXUBSJGGTUISPVHIUIF/.11BOEDPODPNJUBOUIJHI
tariffs
t5ISFBUTUPTFDVSJUZPGTVQQMZ

t.POJUPSJOUFSWFOUJPOTCZ5SBOTOFUUPJODSFBTFUIF
volumes
t3FHVMBUFJOBNBOOFSUIBUQSPNPUFTJNNJHSBUJPOGSPN
pipelines to other modes of transport
t1BSUJDJQBUFJOTVQQMZNBOBHFSTGPSVNTBOEPUIFS
security of supply committees
t$POUJOVFESFHVMBUPSZBEWPDBDZ

t%FDMJOFJOJOWFTUNFOUGSJFOEMJOFTTPG4PVUI"GSJDB

t'VSUIFSMBSHFTDBMFJOWFTUNFOUTJOQFUSPMFVNJOGSBTUSVD t"EKVTUSFHVMBUPSZGSBNFXPSLUPBUUSBDUJOWFTUNFOUT
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
ture (and demand sectors) slows down.
relevant policy makers to ensure efficiencies
t1FUSPMFVN*OGSBTUSVDUVSFNBZOPUCFTVGåDJFOUUPNFFU
t*EFOUJGZBOEJNQMFNFOULFZNFBTVSFTUPJNQSPWF
future demand
t%FDMJOFJOGVFMEFNBOEXIJDIDBOMFBEUPIJHIFSUBSJGGT regulatory certainty through consistent and defendable
decisions, based on world-class regulatory frameand/or stranded assets
works, methodologies and mechanisms
t3FHVMBUFJOBNBOOFSUIBUQSPNPUFTDPNQFUJUJPO
Transversal Regulatory and Organisational

1. Developmental State

t%FDJTJPOTPG/&34"DPVMECFJODPOýJDUXJUIQPMJDZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

2. Manage interface between different policy thrusts of
Government (new growth path, IPAP2)

t%FDJTJPOTPG/&34"DPVMECFJODPOýJDUXJUIQPMJDZ

t.BLFEFDJTJPOTUIBUBSFOPUJODPOýJDUXJUIUIF"DUT
t%FWFMPQBOEJNQMFNFOUBTUSBUFHJDFOHBHFNFOU
framework on developing legislation/policy changes
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Political factors

Impact if factor is not addressed

NERSA response to the factor

3. Policy gaps and inconsistencies

t3FHVMBUPSZVODFSUBJOMZ
t-BDLPGDSFEJCJMJUZPGSFHVMBUPSZTZTUFN

t3FWJFXJNQBDUPO/&34"TNBOEBUF
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t%FWFMPQBSFQPSUPOUIFDPTUPGQSPKFDUT UIFJNQBDU
and implications thereof e.g. Integrated Resource Plan

4. Discussion/debate around nationalisation

t6ODFSUBJOUZGPSJOWFTUNFOU

t*EFOUJGZBOEJNQMFNFOULFZNFBTVSFTUPJNQSPWF
regulatory certainty through consistent and defendable
decisions, based on world-class regulatory standards,
procedures and processes

5. Review of Sustainable Development Goals

t/&34"NBZOPUBTTJTUUIFDPVOUSZJOBDIJFWJOHJUTHPBMT t3FHVMBUFJOTVDIBNBOOFSUIBUBDDFTTJCJMJUZBOE
affordability is enhanced

Table 6: Economic factors
Economic factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Lack of competition in electricity supply
industry

t*NQBDUPOUIFBCJMJUZPGUIF*OEFQFOEFOU1PXFS
Producers to access the industry
t)JHIFMFDUSJDJUZQSJDFTUPJOEVTUSJBMDPOTVNFST

t&OGPSDF5IJSE1BSUZ"DDFTTUISPVHISFHVMBUPSZ
decisions
t"NFOEUIFEJTQBUDISVMFTUPJODMVEFCBMBODJOHSVMFT
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

2. Subsidies in Industry

t4VCTJEJFTDBVTFXSPOHJOWFTUNFOUEFDJTJPOT

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUT 
also focusing on the following:
o approval of municipal tariffs that rationalise
BQQMJDBUJPOPGTVCTJEJFTBOE
o limiting surpluses that municipalities can accumulate
for cross-subsidisation.

3. Electricity Price to commercial entities in the
municipalities has reached a critical level

t$PNNFSDFBOEJOEVTUSZDMPTJOHEPXO

t%FWFMPQBQBQFSPOUBSJGGTJONVOJDJQBMJUJFT GPDVTJOH
on, among others:
o Influencing tariff structures
o Determining whether the actual application of tariffs
yields expected result.
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Economic factors

Impact if factor is not addressed

NERSA response to the factor

4. Impact of poverty

t-BDLPGBGGPSEBCJMJUZBOEBDDFTTJCJMJUZ

t'PDVTPOQSPQPPSSFHVMBUJPO

5. Increased consumption of coal by China and India

t4FDVSJUZPGTVQQMZ

t3FHVMBUFUIFTUPDLQJMFT
t%FWFMPQBSFQPSUPOUIFJOUSPEVDUJPOPGSFOFXBCMF
energy in the energy mix (taking into account its
limitations)

6. Inter-dependency of SADC on SA economy

t4"%$DPVOUSJFTQPXFSQMBOTOPUSFBMJTFE

t$POUSJCVUFUISPVHISFHJPOBMTUSVDUVSFTTVDIBT3&3"
towards the realisation of SADC countries’ power plans
t3FWJFX/&34"TSPMFJOJOUFSOBUJPOBMUSBEF

7. Economic decline and low credit rating

t%FQSFTTFEFDPOPNZMFBEJOHUPMFTTEJTQPTBCMFJODPNF  t&OTVSFUIBUFMFDUSJDJUZQSJDFJODSFBTFTBSFLFQUUPUIF
minimum by enforcing efficient licensee operations and
which in turn would result in an increase in bad debt
ensure that pro-poor regulation is strengthened
and an ESI that is not economically viable.
t*OGSBTUSVDUVSFJOWFTUNFOUTBOEEFWFMPQNFOU
t-PXDSFEJUSBUJOH-JNJUTJOWFTUNFOUBUUSBDUJPO 
implementation has been affected and delayed.
t3FEVDUJPOJOFDPOPNJDHSPXUIBGGFDUTBGGPSEBCJMJUZ
t3FRVJSFTSFHVMBUJPOSFWJFXUPBMJHOUIFFDPOPNZBOE
investment attraction

8. Credit worthiness of State-Owned Entities (SOEs)

t*NQBDUPOJOGSBTUSVDUVSFJOWFTUNFOUEVFUPIJHIFSDPTU
of debt and inability to issue bonds
t)JHIFSUBSJGGT

t3FHVMBUFJOBNBOOFSUIBUESJWFTFGåDJFODZ
t4FUDSFEJUSBUJOHDSJUFSJBJOUIF.:1%NFUIPEPMPHZ

%SPVHIUoXBUFSJOGSBTUSVDUVSF

t%FWFMPQNFOUPGTIBMFHBTQSPTQFDUTUPFODPVSBHF
gas-to-power projects in the country
t4FDVSJUZPGTVQQMZ

t3FWJFXUIFFGåDJFOUNBOBHFNFOUPGXBUFSSFTPVSDFTJO
generation of electricity

10. Decline in electricity demand due to COVID-19
pandemic

t-PXEFNBOEIBTMFEUPMPXJODPNFBOEQSPåU
sustainability. In addition this has threatened energy
security and investment attraction as delays in
manufacturing have halted mega projects

t5IFSFJTBOFFEUPSFWJFXUBSJGGTBOEQSJDF
methodologies to determine whether it is responsive to
the long, medium and short term economic impact of
COVID-19 and develop appropriate responses
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Economic factors

Impact if factor is not addressed

NERSA response to the factor

Piped-Gas Industry Regulation
1. Lack of competition in gas industry

t#BSSJFSUPDPNQFUJUJWFPVUDPNFT LFZCBSSJFST
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
including lack of gas supplies and infrastructure to
relevant policy makers to facilitate entry
enable such supplies))
t&OGPSDF5IJSE1BSUZ"DDFTTUISPVHISFHVMBUPSZ
t-JLFMZQFSQFUVBUJPOPGDVSSFOUNPOPQPMZJOUIFJOEVTUSZ
decisions
t3FWJFXBOEJNQMFNFOU.BYJNVN1SJDFT.FUIPEPMPHZ
and Tariff Guidelines

2. Lack of infrastructure investment

t/PMJNJUFEHSPXUIJOUIFHBTNBSLFU
t-BDLPGHBTJNQPSUJOGSBTUSVDUVSF
t-BDLPGFOUSZPGOFXHBTTVQQMJFST

t%FWFMPQBSFHVMBUPSZBEWPDBDZSFQPSUUPUIF%.3&
and IPPs regarding gas-to-power procurement
programme
t$POUJOVFEBEWPDBDZXJUIQPMJDZNBLFSTUPFYQFEJUF
finalisation of Gas Masterplan and alignment of IEP,
IRP and Gas Infrastructure Plan

3. Economic growth stagnation

t.BZEFUFSJOWFTUNFOUTBOEQSFTFOUCBSSJFSTUPFOUSZ

t$POUJOVFEBEWPDBDZXJUIQPMJDZNBLFST

4. Lack of indigenous gas sources

t*NQBDUHSPXUIPGHBTJOEVTUSZ
t%JTDPVSBHFJOWFTUNFOU
t-BDLPGDPNQFUJUJPOJOHBTJOEVTUSZ

t$POUJOVFESFTFBSDIBOENPOJUPSJOHPGEFWFMPQNFOUTJO
new gas sources
t%FWFMPQBOENBJOUBJOHBTUSBEFSFMBUJPOTXJUI
neighbouring countries.
t&YQMPSFQSPTQFDUTGPS-/(JNQPSUT

5. Gas industrialisation campaign

t*OFGGFDUJWFSFHVMBUJPOPGUIFHBTNBSLFU

t$POUJOVFESFHVMBUPSZBEWPDBDZ
t6OEFSUBLFJOUFSHPWFSONFOUBMFOHBHFNFOUT
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Economic factors

Impact if factor is not addressed

NERSA response to the factor

Piped-Gas Industry Regulation
(BTTVQQMZDFSUBJOUZo4BTPM(BTJOEJDBUFEJO':
that it expects its gas fields to start declining in 2023

t4BTPM(BTNBZOPUCFBCMFUPNFFUTVQQMZPCMJHBUJPOT t&OHBHFNFOUTXJUISFMFWBOUTUBLFIPMEFST JODMVEJOH
going forward
inter alia Sasol Gas, the Industrial Gas Users
t.BZKFPQBSEJTFFYJTUFODFBOEHSPXUIPGUIFHBT
"TTPDJBUJPOo4PVUIFSO"GSJDBSFHBSEJOHUIFWJBCJMJUZPG
industry.
potential new sources of supply
t(BUIFSEBUBGSPN4BTPM(BTJOUFSNTPG4BOE
Regulation 9 of the Gas Act, in terms of which Sasol is
expected to provide information on its gas reserves
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers to facilitate the entry of new gas
suppliers, and the development of infrastructure to
enable such supplies
Petroleum Pipelines Industry Regulation

1. Low economic growth in South Africa

t3FEVDFEEFNBOEGPSMJRVJEGVFM
t'VSUIFSMBSHFTDBMFJOWFTUNFOUTJOQFUSPMFVN
infrastructure will stop.
t1FUSPMFVN*OGSBTUSVDUVSFNBZOPUCFTVGåDJFOUUPNFFU
future demand

t*EFOUJGZBOEJNQMFNFOULFZNFBTVSFTUPJNQSPWF
regulatory certainty through consistent and defendable
decisions, based on world-class regulatory standards,
procedures and processes.

2. HDSA and B-BBEE participation

t/PUIJSEQBSUZBDDFTTUPTUPSBHFGBDJMJUJFT
t/POUSBOTGPSNFEQFUSPMFVNQJQFMJOFTJOEVTUSZ
t4PDJBMVQIFBWBMT

t1BSUJDJQBUFJO$IBSUFS$PVOTFM
t%FWFMPQBOEJNQMFNFOUBTUSBUFHJDFOHBHFNFOU
framework on transformatio

3. Importation of fuels via trucks through other ports of
entry into South Africa

t-PXFSWPMVNFTUISPVHIQJQFMJOFTMFBEJOHUPIJHIFS
tariffs.
t%JTSVQUJPOPGSFHVMBUPSZGSBNFXPSL

t.POJUPSEFWFMPQNFOUTJOUIJTSFHBSE
t$POUJOVFESFHVMBUPSZBEWPDBDZ
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Economic factors

Impact if factor is not addressed

NERSA response to the factor

Transversal Regulatory and Organisational
1. Impact of environmental levies and the Carbon Tax
Act on prices

t*NQPTTJCMFUPGBDJMJUBUFBDIJFWFNFOUPGBGGPSEBCMF
energy services

t%FWFMPQBQPTJUJPOQBQFSPOUIFJNQBDUPG
environmental levies to policy makers

2. Manage interface between different policy thrusts of
Government

t%FDJTJPOTPG/&34"DPVMECFJODPOýJDUXJUIQPMJDZ

t.BLFEFDJTJPOTUIBUBSFOPUJODPOýJDUXJUIUIF"DUT
t%FWFMPQBOEJNQMFNFOUBTUSBUFHJDFOHBHFNFOU
framework on developing legislation/policy changes

3. Downgrade of South Africa’s credit status

t$BQJUBMýJHIU GPSFJHOBOEMPDBM

t*EFOUJGZBOEJNQMFNFOULFZNFBTVSFTUPJNQSPWF
regulatory certainty through consistent and defendable
decisions, based on world-class regulatory standards,
procedures and processes.

4. Persistently low economic growth rate

t$PTUPGFOFSHZoJNQBDUPODPOTVNFST

t3FWJFXUBSJGGTUPFODPVSBHFNBOVGBDUVSJOH
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Table 7: Regulatory factors
Regulatory factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Regulatory reform in the electricity sector
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t&MFDUSJDJUZTVQQMZBOEEFNBOENJTBMJHOFEXJUIXFBL
market signals to curb inefficient electricity use
t&MFDUSJDJUZNBSLFUSFGPSNTQPPSMZNBOBHFEXJUI
avoidable unintended consequences
t*OGPSNBUJPOBTZNNFUSZ
o Poor quality of evidence used to base decisions
o Unsubstantiated decisions taken due to lack of all
relevant information available
t$POUSBDUJPOJOFOFSHZJOUFOTJWFVTBHFTFDUPST
t-PTTPGWBMVFGSPNOBUVSBMSFTPVSDFFOEPXNFOUT
t&DPOPNJDSFDPWFSZDPOTUSBJOFE

t&TUBCMJTISFHVMBUPSZSFGPSNEFQBSUNFOUXJUIDBQBCJMJUZ
to assess:
o Technical aspects
o Economic aspects
o Legal aspects
t5FDIOPFDPOPNJDFWBMVBUJPOPGBSFHVMBUFE&4*UIBU
promotes choices that encourages:
P1SPEVDUJWF UFDIOJDBM FGåDJFODZ MFBTUDPTUPGTVQQMZ 
o Allocative efficiency (provide the greatest benefit
relative to costs).
o Dynamic efficiency (timely responses to changes that
enhance economic efficiency)
t"DRVJTJUJPOPGHMPCBM SFHJPOBMBOEOBUJPOBMEBUBUP
support decision making and advocacy
t&TUBCMJTINFOUPGBO*OUFHSBUFE&OFSHZ.PEFMMJOH
capability and associated Integrated Energy Modelling
System (IEMS)
t3FWJFXPGMJDFODJOHSFHJTUSBUJPOSFHVMBUJPOTSVMFT
t1SPNPUJOHDPMMBCPSBUJPOBOEJOGPSNBUJPOTIBSJOHXJUI
stakeholders whose activities are affected by Energy
Regulator decisions and advice
t1PMJDZ MFHJTMBUJWFBOESFHVMBUPSZBEWJDFUPSFMFWBOU
ministries,
t3FTFBSDIBOEJNQMFNFOUQSPHSBNNFTUPQSPHSFTT
electricity sector reforms with specific focus on,
inter alia:
P5BSJGGTFUUJOHNFUIPEPMPHZSFWJFXToDPTUSFýFDUJWF
tariffs driven by efficiency
o Capacity investments in a high reserve margin
FOWJSPONFOUoVOEFSVUJMJTFETUSBOEFEBTTFUT
P5SBOTJUJPOUPATNBSUUBSJGGToUPSFýFDUIPXBOEXIFO
electricity is consumed.

Regulatory factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
2. Rationally regulated electricity supply industry

t8FBLMZDPPSEJOBUFEBOEQPPSMZNBOBHFEVOCVOEMJOH t*NQMFNFOUBUJPOPGUIF3FHVMBUPSZ3FQPSUJOH4ZTUFN
of Eskom
for financial data and a Regulatory Reporting System
t6OQSFEJDUBCMFBOEVODFSUBJOFMFDUSJDJUZQSJDFQBUI
for non-financial data:
t*OFGåDJFOUVTFPGFMFDUSJDJUZSFTVMUJOHGSPNXFBL
o Revision of ERTSA
regulatory signals
o Establish ‘municipal’ ERTSA
t*OFGåDJFOUJOWFTUNFOUEFDJTJPOTSFTVMUJOHJOTUSBOEFE
t%FWFMPQNFOUPGFOFSHZEBUBCBTFUIBUJOUFHSBUFT
energy production and consumption data as
assets
evidence for:
t/&34"SFQVUBUJPOBMSJTLT
o Developing and regularly updating a benchmarked
and trusted electricity price path
o Making sound and substantiated decisions,
including inter alia, review of the tariff setting
methodology and all other tariffs setting/approval
processes
P5IFUSBOTJUJPOUPFGåDJFOUDPTUSFýFDUJWFUBSJGGT
o The integrated Type of Use and Time of Use tariffs,
o The development of regulatory instruments that
promote equitable access to electricity, including,
inter alia, a review of the Inclining Block Tariffs, the
efficiency of the Free Basic Electricity subsidy etc.
t$PODMVTJPOPG&TLPNNBUUFSToSFHVMBUPSZ MFHBMPS
otherwise, including, inter alia:
o MYPD applications (consolidated or otherwise)
o RCA reviews
o Supplementary applications,
o Review and revision of MYPD methodology
o Development and finalisation of MYPD5
methodology
o implement mechanisms to address EAF and reserve
margin to address the ‘fallacy of capacity
constraints’.
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Regulatory factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
3. Compliance of municipalities with electricity licence
conditions

t6OEFSNJOFSFMJBCJMJUZPGNVOJDJQBMEJTUSJCVUJPOPG
electricity - Security and quality of supply
t6OEFSNJOFBGGPSEBCJMJUZPG BOEBDDFTTJCJMJUZUP 
electricity
t$POUJOVFEUBSJGGNJTBMJHONFOUCFUXFFO&TLPN *11T
and municipalities
t,FZOBUJPOBMQSPHSBNNFTXJMMCFVOEFSNJOFE
t6OEFSNJOFTFSWJDFEFMJWFSZ

t#FODINBSLJOHPGNVOJDJQBMFMFDUSJDJUZTVQQMZNFUSJDT
t#BTFBQQSPWBMPGNVOJDJQBMUBSJGGTPODPTUPGTVQQMZ
studies
t*ODSFBTFEDPNQMJBODFNPOJUPSJOHBOESPCVTU
FOGPSDFNFOUPGMJDFODFDPOEJUJPOToQFOBMUJFT USJCVOBMT
etc.
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUT 
also focusing on the following:
o Interdepartmental engagement to locate evidencebased electricity tariffs within the broader municipal
GVOEJOHNPEFM
o limiting surpluses that municipalities can accumulate
for cross-subsidisation.
o approval of municipal tariffs based on cost of supply
studies

4. Coordinated regulation of gas and electricity
industries

t*ODPOTJTUFOUQPMJDZNFTTBHFTEFUFSSJOHJOWFTUNFOU
t*ODPSSFDUTJHOBMTTFOUUPUIFNBSLFUSFTVMUJOHJO
inefficient investment decisions and stranded assets

t4USFOHUIFOJOUFSOBMDPPSEJOBUJPOBOETUSBUFHJD
interactions with government structures
t$PMMBCPSBUJPOXJUIPUIFSSFHVMBUPSTUPBEESFTT
regulatory asymmetry

5. Management of concurrent jurisdiction with other
regulators or institutions

t3FHVMBUPSZPWFSMBQ
t/PDMFBSSPMFTBOESFTQPOTJCJMJUJFT
t-BDLPGDPPQFSBUJPONBZMFBEUPEFMBZJO
decision-making.

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t%FWFMPQBOEJNQMFNFOU.FNPSBOEVNTPG
Understanding (MOUs) and Memorandums of
Agreement (MOAs) with appropriate regulators or
institutions
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Regulatory factors

Impact if factor is not addressed

NERSA response to the factor

Piped-Gas Industry Regulation
1. Light-handed approach of current regulatory
framework and weak enforcement powers

t%JGåDVMUUPFGGFDUJWFMZFOGPSDFSFHVMBUPSZNBOEBUF

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers, with specific reference to the
review of the Gas Act and the National Energy
Regulator Act
t%FWFMPQBOEJNQMFNFOU.06TXJUIUIFBQQSPQSJBUF
regulators or institutions, focusing among others on
reducing confusion and unnecessary regulatory
burden and cost

2. Regulatory gaps, limited discretion and fragmentation t6OOFDFTTBSZSFHVMBUPSZCVSEFO
of legislation (gas) (not regulating entire value chain) t6OJOUFOEFEDPOTFRVFODFT FH)JHIEJTUSJCVUJPO
tariffs)
t*OFGGFDUJWFSFHVMBUJPOPGJOEVTUSZ
t%JGåDVMUZJOBQQSPWJOHWTTFUUJOHHBTQSJDFTBOEUBSJGGT

t3FQPSUPOSFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUT
regarding provisions/ measures to be included in the
Gas Amendment Bill
t"NFOENFOUTUPUIF(BT"DUCZUIF%.3&

3. Lack of experience in regulating new activities
(e.g. LNG, Shale gas, FSRU, regasification)

t*OBQQSPQSJBUFSFHVMBUJPOPGOFXBDUJWJUJFT

t%FWFMPQUIFSVMFT OPSNTBOETUBOEBSETGPSUIF
regulation of the new activities
t%FWFMPQBOEJNQMFNFOUBTLJMMTHBQBOBMZTJTBOE
appropriate training for staff in regulating new
activities

4. Information asymmetry

t1PTTJCMFJODPSSFDUEFDJTJPOTUBLFOEVFUPMBDLPG
accurate/ adequate information for decision making

t%FWFMPQBOEJNQMFNFOUBOBQQSPQSJBUFNFUIPEPG
ensuring the collection of accurate data
t*NQMFNFOUUIF3FHVMBUPSZ3FQPSUJOH.BOVBMTUP
overcome information asymmetry

5. Concurrent jurisdiction regarding the regulation of gas t-BDLPGDPPQFSBUJPONBZMFBEUPEFMBZJOEFDJTJPO
making

t%FWFMPQNFOUBOEJNQMFNFOUBUJPOPG.06TBOE.0"T
with regulators with concurrent jurisdiction
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Regulatory factors

Impact if factor is not addressed

NERSA response to the factor

6. Gaps and inconsistencies between regulations and
the Act

t3FHVMBUPSZVODFSUBJOUZ
t-FBETUPDPOGVTJPOBNPOHTUBLFIPMEFST
t-FHBMDIBMMFOHFT

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy maker
t"EWPDBUFGPSUIFHBTBNFOENFOUQSPDFTTCZ%.3&

7. Cross-border regulation and harmonisation of
processes, methodologies and procedures

t3FHVMBUPSZVODFSUBJOUZ

t$POUJOVFEFOHBHFNFOUXJUI*/1UPIBSNPOJTF
regulatory processes.
t'JOBMJTFBOEJNQMFNFOU.06XJUI.P[BNCJRVF
regarding sharing of information and mutual
co-operation on regulatory matters

8. Complementary jurisdiction misalignment in
application of policy objectives

t3FHVMBUPSZBOEJOWFTUNFOUVODFSUBJOUZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUJO
with relevant policy makers
t%FWFMPQBQQSPQSJBUF.06T

Petroleum Pipelines Industry Regulation
1. Concurrent and complementary jurisdiction

t3FHVMBUPSZVODFSUBJOUZ

t)BSNPOJTFSFHVMBUPSZNFUIPEPMPHJFT JOUFSOBMMZBOE
externally)
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers and other regulators

2. Cross-border regulation and harmonisation of
processes, methodologies and procedures

t3FHVMBUPSZVODFSUBJOUZ
t3FEVDFJOUSBSFHJPOBMBOEPSJOUFSDPOUJOFOUBMUSBEF

t1BSUJDJQBUJPOJO3&3"T1FUSPMFVNBOE(BT3FHVMBUPSZ
Subcommittee
t1BSUJDJQBUJPOJOSFHJPOBMBOEDPOUJOFOUBMSFHVMBUPSZ
structures

3. Policies lagging behind

t*NQBDUJOH/&34"TBCJMJUZUPFGGFDUJWFMZSFHVMBUFUIF
industry

t$POUJOVFEBMJHONFOUBOESFWJTJPOTCFUXFFO%.3&
mandate and associated policies.
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Regulatory factors
t1PTTJCMFNBSLFUJOUFSWFOUJPOTCZ(PWFSONFOU
tCJPGVFMT
tTUSBUFHJDTUPDLT
tTFDVSJUZPGTVQQMZ
tDMFBOFSGVFMT
t/FXSFåOFSZ-/(JNQPSUBUJPO

Impact if factor is not addressed

NERSA response to the factor

t*OBEFRVBUFSFHVMBUPSZGSBNFXPSL

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t$POUJOVFEQBSUJDJQBUJPOJO4"%$TUSVDUVSFT FH0JM
and Gas Subcommittee)
t*EFOUJGZQPUFOUJBMSFHVMBUPSZQSPDFTTBNFOENFOUT
t1SPWJEFJOQVUTPOTVHHFTUFEQPMJDZBOESFHVMBUPSZ
amendments
t1SPBDUJWFMZFOHBHFPOQPTTJCMFNBSLFUJOUFSWFOUJPOT
and adjust framework accordingly

t*ODPOTJTUFODZJOTUPSBHFBOEMPBEJOHUBSJGGBOETUPSBHF t6OEVFPWFSDPNQFOTBUJPO
methodology

t3FWJTFUIFNFUIPEPMPHZ

Transversal Regulatory and Organisational
1. Management of concurrent jurisdiction

t3FHVMBUPSZPWFSMBQ
t/PDMFBSSPMFTBOESFTQPOTJCJMJUJFT

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t%FWFMPQBOEJNQMFNFOU.06TBOE.0"TXJUI
regulators with concurrent jurisdiction

2. Perception of independence of the Regulator

t6ODFSUBJOUZGPSJOWFTUNFOU

t%FWFMPQBOEFYFDVUFB4UBLFIPMEFS&OHBHFNFOU
Strategy to inform a Stakeholder relations management
system
t$PNNVOJDBUJPOTUSBUFHZ JODMVEJOH JOUFSBMJB 
attention to NERSA’s activities, information
dissemination, approach to Records of Decision etc.

3. Review of the Energy Regulator Act

t/FHBUJWFJNQBDUPOSFHVMBUPSZBCJMJUZJGJEFOUJåFEHBQT t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
are not addressed in the Act
relevant policy makers

4. Implementation of regulatory programmes and
projects approved at continental and regional level

t/&34"NBZOPUCFJOBQPTJUJPOUPDPOUSJCVUFUP
continental and regional matters that may have an
impact on the energy industry, and the country as a
whole

t/&34"OFFETUPJODPSQPSBUFDPOUJOFOUBMBOESFHJPOBM
programmes in its regulatory activities (since RSA is a
member and an important role player in regional and
continental structures, e.g. RERA & AUC)
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Table 8: Social factors
Social Factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Regulatory instruments to reduce poverty

t*ODSFBTFEQPWFSUZ
t#PZDPUUJOHPGQBZNFOUTPGFMFDUSJDJUZ
t4PDJBMVOSFTUBOEPOHPJOHTFSWJDFEFMJWFSZQSPUFTUT
t%FTUSVDUJPOPGFMFDUSJDJUZTVQQMZJOGSBTUSVDUVSF

t1VCMJDDPOTVMUBUJPOTUPVOEFSTUBOEDPNNVOJUZ
grievances and extent to which regulatory instruments
can influence outcomes
t%FWFMPQSFHVMBUPSZBQQSPBDIFTBOEJOTUSVNFOUTUIBU
promote equitable and appropriate access to electricity
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
SFMFWBOUQPMJDZNBLFSToXJUITQFDJåDSFGFSFODFUP
poverty reduction measures
t3FWJFX'SFF#BTJD&MFDUSJDJUZBOEPUIFSQSPBDUJWF
poverty reduction subsidies to reduce social wealth
gaps

2. Social unrest and ongoing service delivery protests

t%FTUSVDUJPOPGFMFDUSJDJUZTVQQMZJOGSBTUSVDUVSF

t5IFSFJTBOFFEUPSFHVMBUFJOBNBOOFSUIBUQSPNPUFT
equitable distribution

Piped-Gas Industry Regulation
1. Implementation of HDSA/B-BBEE participation policy

t-JNJUFEQBSUJDJQBUJPOJONBSLFUCZ)%4"###&&BOE t&OTVSFUIJSEQBSUZBDDFTT
industry transformation
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
t"DDFTTUPHBTBOEJOGSBTUSVDUVSF
SFMFWBOUQPMJDZNBLFSToXJUITQFDJåDSFGFSFODFUPUIF
development of a charter
t&OGPSDFUSBOTGPSNBUJPOQSPWJTJPOTJO###&&MFHJTMBUJPO

2. Uncontrolled building on pipeline servitudes

t.BZSFTVMUJOEBNBHFUPQJQFMJOFT QPTJOHBUISFBUUP t*ODSFBTFQSFTTVSFPOMJDFOTFFTUPDPOTVMUXJUI
security of supply
municipalities by monitoring and enforcing compliance
with licence conditions and Regulations

3. Skills development

t*OBEFRVBUFTLJMMTUPNBUDIOFXUFDIOJDBMMZJODMJOFE
developments upstream
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t.POJUPSDPOTUSVDUJPOQMBOT
t&OTVSFTLJMMTUSBOTGFSJOJOUFSBDUJPOTXJUITQFDJBMJTU
service providers (e.g. skills transfer clauses in service
level agreements with consultants)
t&OTVSFDPOUJOVFEUSBJOJOHPOOFXEFWFMPQNFOUTJOUIF
industry

Social Factors

Impact if factor is not addressed

NERSA response to the factor

Petroleum Pipelines Industry Regulation
1. Lack of awareness of positioning of pipelines by other t)FBMUI TBGFUZBOEFOWJSPONFOUBMSJTLToCBEQVCMJDJUZ t1VCMJDBXBSFOFTTDBNQBJHOTUPFYQMBJO/&34"TSPMF
relevant authorities
or reputational risk for NERSA
and responsibilities
t.POJUPSBOEFOGPSDFDPNQMJBODFXJUIMJDFODF
conditions and Regulations for licensees to liaise with
municipalities
2. Increase of attempted theft on the pipelines

t4FDVSJUZPGTVQQMZDPNQSPNJTFE
t)FBMUIBOETBGFUZSJTL

t.POJUPSBOEFOGPSDFDPNQMJBODFXJUIMJDFODF
conditions
t1SPNPUFJNQSPWFEDPPSEJOBUJPOBOEDPPQFSBUJPOXJUI
other regulatory authorities, municipalities and law
enforcement agencies

Transversal Regulatory and Organisational
1. High level of unemployment

t1PMJUJDBMJOTUBCJMJUZUIBUDBOBGGFDUEFMJWFSZPG
infrastructure to the poor

t&OTVSFUIBU/&34"T*OUFSOTIJQBOE-FBSOFSTIJQ
programmes are current and effective
t*OWFTUJHBUFIPX/&34"DBOVTFUBSJGGTUPBMMPX
licensees to employee young people as apprentices

2. Service delivery protests (consumer activism)

t"MJFOBUFEBOENBSHJOBMJTFEDPNNVOJUJFT
t1PUFOUJBMJODSFBTFJOUBSJGGT

t$POEVDUDVTUPNFSFEVDBUJPOBOEQVCMJDDPOTVMUBUJPO
initiatives
t%FWFMPQBQPTJUJPOQBQFSPOUIFNPTUBQQSPQSJBUF
funding mechanisms
t%FWFMPQBQPTJUJPOQBQFSPOUBSJGGSFEVDJOHJOTUSVNFOUT
in order to obtain policy clarity

3. Perception of independence of the Regulator

t6ODFSUBJOUZGPSJOWFTUNFOU

t%FWFMPQBTUSBUFHJDFOHBHFNFOUGSBNFXPSLXJUIBMM
role players
t%FWFMPQBQSPBDUJWFDPNNVOJDBUJPOTUSBUFHZPO
/&34"TBDUJWJUJFToQBSUJDVMBSMZPOIPXEFDJTJPOTBSF
reached

4. Resistance to energy infrastructure close to settlements t4FDVSJUZPGTVQQMZ

t&OTVSFUIBUUIFTFDUPSJTSFBEZGPSFYQSPQSJBUJPO
proceedings in terms of the Electricity Regulation Act
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Table 9: Technological factors
Technological factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Technological innovation e.g. Smart Grid

t4FDVSJUZPGTVQQMZ
t4USBOEFEBTTFUT

t%FWFMPQBQQSPQSJBUFSVMFTUPDBUFSGPSUFDIOPMPHJDBM
innovation in the sector
t.POJUPSDPNQMJBODFXJUISPCVTUFOGPSDFNFOU
t%FWFMPQNFBTVSFTJOPSEFSUPQSPUFDUVTFSJOGPSNBUJPO
t"TUIFHSJECFDPNFTNPSFTPQIJTUJDBUFE /&34"NBZ
need new regulations to protect the grid over the longterm
t$VTUPNFSFEVDBUJPO
t&OHBHFNFOUXJUITNBSUUFDIOPMPHZQSPWJEFSTBOEQMBU
forms (especially SOEs, where potential leverage and
TPDJBMCFOFåUoTVDIBT5FMLPN 4*5"FUD UPEFWFMPQ
smart tariff applications towards real-time monitoring
of the electricity systems.

2. Renewable Generation

t4FDVSJUZPGTVQQMZ
t4"OPUNFFUJOHFOWJSPONFOUBMUBSHFUT

t"NFOEUIF(SJE$PEFUPJODMVEFEJTQBUDISVMFT
t$SFBUFNBSLFUBOECBMBODJOHSVMFT

3. Gas as primary energy source

t4FDVSJUZPGTVQQMZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

4. Nuclear Generation

t4FDVSJUZPGTVQQMZ
t)JHIFSUBSJGGT

t%FWFMPQBSFQPSUPOUIFJOUSPEVDUJPOPGOVDMFBSFOFSHZ
in the energy mix
t$POEVDUDVTUPNFSFEVDBUJPO
t$POEVDUBTLJMMTBOBMZTJTBOEEFWFMPQBTUSBUFHZUP
upgrade NERSA skills
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Technological factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
5. Energy efficiency

t3FWFOVFTIPSUGBMMGPSNVOJDJQBMJUJFTEJTUSJCVUPST&TLPN t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers with specific reference to a different funding model for municipalities so that they do
not have to depend mainly on electricity revenues
t$POUJOVFENPOJUPSJOHPGUIFJNQMFNFOUBUJPOBOEUIF
impact of energy efficient measures

6. Storage technologies

t$PVMEJNQBDUQSJDFTBOETFDVSJUZPGTVQQMZ
t$SFBUFBSFHVMBUPSZFOWJSPONFOUUPJODMVEFUIJT
t8JMMOPUIBSOFTTUIFCFOFåUTPGFHSFOFXBCMFFOFSHZ  technology and capacity building of NERSA staff to
improve understanding
mini grids, etc.
t%FWFMPQSVMFTDPEFTUPEFåOFIPXUIFTFUFDIOPMPHJFT
connect with the electricity grid

7. Embedded and self-generation

t&TLPNBOE.VOJDJQBMTVTUBJOBCJMJUZBUSJTL

t&OHBHFXJUITUBLFIPMEFST
t%FWFMPQBGSBNFXPSLUPBEESFTTTVTUBJOBCJMJUZJTTVFT
t%FWFMPQSVMFTGPSSFHJTUSBUJPO
t%FWFMPQTZTUFNTUPFOTVSFNPOJUPSJOHUPGPSNJOQVUT
into planning processes.
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Technological factors

Impact if factor is not addressed

NERSA response to the factor

Piped-Gas Industry Regulation
1. Regulatory framework lags technological innovation

t6OSFHVMBUFEHBTBDUJWJUJFT SJTL
t%FUFSTFOUSZBOEJOWFTUNFOU
t3FHVMBUPSZVODFSUBJOUZ
t/&34"DPVMECFFYQPTFEUPQPTTJCMFMFHBMBDUJPO
t*OFGGFDUJWFSFHVMBUJPO

t$POUJOVFESFHVMBUPSZBEWPDBDZ
t*ODFOUJWJTFUISPVHIUBSJGGT QSJDFTBOEMJDFOTJOH
t.POJUPSEFWFMPQNFOUTJOUIFJOEVTUSZ
t&OTVSFUIBUBSFHVMBUPSZGSBNFXPSLJTEFWFMPQFEJO
order to be ready for the regulation of the industry with
technological innovation

2. Lack of piped-gas infrastructure for new technology
t%FUFSTJOWFTUNFOUBOEHSPXUIPGEPXOTUSFBNJOEVTUSZ
(Liquefied Natural Gas, regasification, Compressed Natural
Gas, Floating Liquefied Natural Gas, Liquefied Natural Gas
tanks etc.)

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

3. Resistance to new gas technology (e.g. Shale Gas
hydraulic fracturing)

t4"NJTTFTPVUPOPQQPSUVOJUZUPSFQMBDFDSVEFJNQPSUT
with domestic GTL

t$POEVDUSFTFBSDIPOOFXHBTUFDIOPMPHZBOEUIF
impact on regulation
t$POUJOVPVTMZNPOJUPSEFWFMPQNFOUTPGHBT
technologies
t3FWJFXBEFRVBDZPGDVSSFOUSFHVMBUPSZSFHJNFBOE
rules
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t$POEVDUBTLJMMTBOBMZTJTBOEEFWFMPQBTUSBUFHZUP
upgrade NERSA skills on regulation of new gas
technologies

4. Lack of gas storage infrastructure

t4FDVSJUZPGTVQQMZDPVMECFDPNQSPNJTFE
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t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUT
with relevant policy makers

Technological factors

Impact if factor is not addressed

NERSA response to the factor

Petroleum Pipelines Industry Regulation
1. Alternative forms of energy and technological
improvements that reduce demand for petrol

t3JTLPGTUSBOEFEBTTFUT
t'PSXBSEMPPLJOHSFHVMBUPSZGSBNFXPSL
t3JTLPGCBOLSVQUJOHOFXFOUSBOUT
t.POJUPSUSFOETBOEQPUFOUJBMBMJHONFOUPGUBSJGG
t-PXFSQJQFMJOFWPMVNFTXJMMMFBEUPIJHIFSUBSJGGT 
methodologies
which may result in incentives to use alternative modes t$SFBUFBOFOWJSPONFOUUPSFHVMBUFXJUIJODIBOHJOH
of transport
landscape
t.POJUPSTVQQMZBOEEFNBOE

2. Fragmentation of the different product grades of
GVFMoMPTJOHFDPOPNJFTPGTDBMF

t-JDFODFUBOLTUPTUPSFNPSFUIBOPOFUZQFPGQSPEVDU
t-PXFSWPMVNFTXJMMMFBEUPIJHIFSUBSJGGT)JHIFS
Transnet Pipeline costs due to higher interface volumes.
t*UXJMMSFEVDFBWBJMBCMFTUPSBHFDBQBDJUZGPSJOEJWJEVBM
products
t*UXJMMSFEVDFBWBJMBCJMJUZPGTUPSBHFDBQBDJUZQFS
product grade and may consequently further reduce
third-party access
Transversal Regulatory and Organisational

1. Rapid development in ICT sector

t-PTUFGåDJFODJFTBOEMJNJUFEDPNNVOJDBUJPOJNQBDUBOE t)BSOFTTUFDIOPMPHJFTUPTQFFEVQQSPDFTTFTBOE
reach
improve efficiency
t*NQMFNFOUDZCFSTFDVSJUZDPOUSPMT

2. Technological Developments

t5IFSFBSFTFWFSBMBEWBODFNFOUTUIBUBGGFDU/&34"T
ability to deliver and respond

t/&34"OFFETUPBTTFTTIPXUPUBLFBEWBOUBHFPG
technological advancement in their operations beyond
COVID-19
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Table 10: Environmental factors
Environmental Factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Climate change imperatives

t$BOJNQBDUUIFTFDVSJUZPGTVQQMZCFDBVTFSFOFXBCMF t&WJEFODFCBTFESFHVMBUPSZBEWPDBDZBOE
energy generators cannot contribute to meeting peak
engagements with, inter alia:
demand and are unreliable in delivery of energy.
P3FMFWBOUQPMJDZNBLFST
t5IFDVSSFOUIJHIDPTUPGSFOFXBCMFFOFSHZHFOFSBUPST P$JWJM4PDJFUZBOE
will impact on the accessibility to all end users.
o Consumers

2. Environmental activism

t4FDVSJUZPGTVQQMZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

3. Growing awareness of environmental factors

t4"OPUNFFUJOHJUTSFEVDUJPOJOHSFFOIPVTFHBT
emission targets

t6UJMJTFUIF.VMUJ:FBS1SJDF%FUFSNJOBUJPOUPGBDJMJUBUF
contributing towards the reduction of greenhouse gas
emissions

4. Carbon tax (off sets and carbon trading)

t)JHIFSQSJDFTPGBMMOPOSFOFXBCMFFOFSHZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUT
with relevant policy makers
t.POJUPSEFWFMPQNFOUTBOEEFDJTJPOTUBLFOCZUIF(

5. Minimum Emission Standard

t4IVUUJOHEPXOPGQPXFSTUBUJPOTUIBUEPOPUDPNQMZ
t4FDVSJUZPGTVQQMZ

t4FOTJUJTFTUBLFIPMEFSTPOUIFJNQBDUPGUIFTUBOEBSE

6. Reduction in emission due to low activities

t5IJTIBTQSFTFOUFEBOPQQPSUVOJUZGPSVTFPGBMUFSOBUJWF t/&34"OFFETUPBEKVTUJUQPMJDJFTBOEQSPDFTTFTUP
energy sources
address procurement of large renewable energy
projects. The regulatory methodologies to deal with
these need to be revised
Piped-Gas Industry Regulation

1. Environmental activism, global warming, carbon taxes t(BTNBSLFUDBOOPUHSPX
and emissions reduction
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t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
SFMFWBOUQPMJDZNBLFSToTQFDJåDBMMZUPQSPNPUFHBTBT
a more attractive option and environmentally friendly
energy source
t.POJUPSEFWFMPQNFOUTBOEEFDJTJPOTUBLFOCZUIF(
and climate change agreements

Environmental Factors
2. Shale Gas hydraulic fracturing perceived as an
environmental threat

Impact if factor is not addressed

NERSA response to the factor

t4"NJTTFTPVUPOTIBMFHBTQPUFOUJBM
t4"NJTTFTPVUPOBOPQQPSUVOJUZUPCFDPNFFOFSHZ
self-sufficient

t$POEVDUSFTFBSDIPOTIBMFHBTBOEUIFFOWJSPONFOU
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t1BSUJDJQBUFJOOBUJPOBMEFCBUFPOTIBMFHBTBOEUBTL
teams where possible

Petroleum Pipelines Industry Regulation
1. Reduction of carbon emissions

t"EEJUJPOBMDPTUUPUIFFDPOPNZXJUIOPBMUFSOBUJWF
fuel source of any scale
2. Automotive industry is globally moving towards
t5BYFTBQQMJFECZUIFFDPOPNZDBOOPUSFTQPOEUP
cleaner fuels and the market demand for cleaner fuels
the signal
is increasing.

t%FWFMPQBSFQPSUPOUIFJNQBDUPGUIFJOUSPEVDUJPOPG
the Carbon Tax Act

Transversal Regulatory and Organisational
1. Environmental levies and Carbon tax policy

t4"OPUNFFUJOHJUTFOWJSPONFOUBMUBSHFUT
t-BDLPGBGGPSEBCJMJUZ
t1PMJDZVODFSUBJOUZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t.POJUPSEFWFMPQNFOUTBOEEFDJTJPOTUBLFOCZUIF(

2. Delays in issuing environmental Impact Assessments

t4FDVSJUZPGTVQQMZ

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

3. Health and Safety

t1PTTJCMFFOWJSPONFOUBMEJTBTUFSTTVDIBTQFUSPMFVN
gas leaks from pipelines, wind turbine blades coming
loose etc.

t/&34"UPFOTVSFUIBUJUEJTDIBSHFTJUTSFTQPOTJCJMJUZ
regarding health and safety
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Table 11: Legal factors
Legal factors

Impact if factor is not addressed

NERSA response to the factor

Electricity Industry Regulation
1. Electricity Regulation Act under review

t*UXJMMDPNQSPNJTFUIFSFHVMBUJPOPGFMFDUSJDJUZTVQQMZ
industry

t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers, with specific reference to the
need for effective regulation of electricity supply
industry

2. Regulatory Principles compromise

t-PTTPGDSFEJCJMJUZ
t-JTUFEBT3FHVMBUPSZ3JTL
t/&34"TVCKFDUUPMJBCJMJUZDMBJNT

t.BLFTVSFBMMEFDJTJPOTBSFNBEFJOBDDPSEBODFXJUI
sound regulatory principles.

Piped-Gas Industry Regulation
1. Delays in legislative amendments and developments

t.BZEFUFSFOUSZJOUPUIFHBTNBSLFU
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
t8FBLNBOEBUFPOSFHVMBUJPOPGQJQFEHBT
relevant policy makers
t6ODFSUBJOUZJOUFSNTPGUIFTFQBSBUJPOPGUIFPJMBOEHBT
provision in the Bill
Petroleum Pipelines Industry Regulation

'SBHNFOUBUJPOPGMFHJTMBUJPOToQPTTJCMFDPOTPMJEBUJPO t3FHVMBUPSZCVSEFOUPMJDFOTFFT
of downstream petroleum legislation
t%VQMJDBUJPOPGSFTPVSDFT
2. Possible legal / legislative intervention:
t1FUSPMFVN-JRVJE'VFMT4FDUPS$PEFT
t1FUSPMFVN1JQFMJOFT"DUBOE3FHVMBUJPOT
t.JOFSBMBOE1FUSPMFVN3FTPVSDFT"DU
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t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers
t1SFQBSFGPSEFGSBHNFOUBUJPO

t3FHVMBUPSZVODFSUBJOUZ
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
t/PODPNQMJBODFXJUIUIF###&&"DUJOJTTVJOHMJDFOTFT
relevant policy makers
t$POUJOVFEFGåDJFOUSFHVMBUJPO
t"NFOEMJDFOTJOHSVMFTUPJODMVEF###&&SFRVJSFNFOUT

Legal factors

Impact if factor is not addressed

NERSA response to the factor

Transversal Regulatory and Organisational
1. National Energy Regulator Amendment Bill

t/&34"TWJFXTOPUUBLFOJOUPDPOTJEFSBUJPO
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
t/&34"OPUSFBEZXIFOUIF/BUJPOBM&OFSHZ3FHVMBUPS relevant policy makers Regulatory Advocacy
Amendment Bill becomes operational
t1SPBDUJWFMZTUBSUQSFQBSJOHGPSBDIBOHFJONBOEBUF

2. Ability to influence supplementary legislation

t/&34"TWJFXTOPUJODMVEFE
t/&34"TQPXFSTXFBLFOFE

t%FWFMPQBTUSBUFHJDFOHBHFNFOUGSBNFXPSLPO
developing legislation/policy changes
t$POUJOVFESFHVMBUPSZBEWPDBDZBOEFOHBHFNFOUTXJUI
relevant policy makers

5. Infrastructure Development Act

t&YQFDUBUJPOUPGVOEPVUPGUBSJGGBOEUBYJOTUFBEPGCZ
investment.

t%FWFMPQBQPTJUJPOQBQFSPOXIBUUIFGVOEJOHNPEFM
should be

6. Pending legal cases

t6ODFSUBJOUZPOSFHVMBUPSZEFDJTJPOTBOESFHVMBUPSZ
tools

t*NQMFNFOUEFDJTJPOTPGUIFDPVSUBTTPPOBTUIF
judgement is given

3. Compliance with regulatory requirements
(Public Finance Management Act and others
4. Fragmentation of legislations
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5.2. INTERNAL ENVIRONMENT ANALYSIS
5.2.1. Organisational Capacity
a) NERSA has an approved structure of 253 staff members. The staff strength as at 31 January 2020 is 250. This includes the 224 permanent employees, three Full-Time
Regulator Members (FTRMs), 4 fixed-term contract employees and 19 interns.
b) Table 12 below summarises the staff complement of NERSA.
Table 12: NERSA Staff complement
DIVISION
Electricity Regulation (ELR)

DEPARTMENT

COMPLEMENT

FTRM

3

Executive

3

Electricity Pricing and Tariffs (EPT)

35

Electricity Licensing, Compliance and Dispute Resolution (ELC)

34

Electricity Infrastructure Planning (EIP)

13

Total

88

Piped-Gas Regulation (GAR)

FTRM

3

Executive

5

Gas Pricing and Tariffs (GPT)

8

Gas Licensing, Compliance and Dispute Resolution (GLC)
Gas, Competition and Market Analysis (GCM)

11
4

Total

31

Petroleum Pipelines Regulation (PPR) FTRM

3

Total

Executive

6

Petroleum Pipelines Tariffs (PPT)

9

Petroleum Licensing, Compliance and Dispute Resolution (PLC)

9
27
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DIVISION
Finance and Administration (CFO)

DEPARTMENT
Executive

3

Financial Management and Governance (FMG)

7

Supply Chain Management
Total
Human Resources (CHO)

Executive

2

)VNBO3FTPVSDFTo7BMVF$SFBUJPO

8

Human Resources -Transactions

3
13

Executive

3

Legal Advisory Services (LAS)

6

Communication and Stakeholder Management (CSM)

9

International Co-ordination and Partnerships (ICP)

3

Information Resources Management (IRM)

7

Total
Specialised Support Units (SSU)

13
23

Total
Corporate Services (COS)

COMPLEMENT

28
Internal Audit (IAU)

7

Strategic Planning and Monitoring (SPM)

4

Regulator Support (RSU)

11

CEO’s Office Operations (COO)

5

Regulatory Analysis and Research (RAR)

6

Information and Communication Technology (ICT)

10

Total

43

Grand Total NERSA Staff Complement

253
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c) Below is the approved NERSA Organisational Structure:
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