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In the matter regarding 
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Ltd situated in Kriel, Mpumalanga  

 

By  

 

ESKOM HOLDINGS SOC LIMITED (‘ESKOM’) 

 

 

 

THE DECISION 

____________________________________________________________________________ 

 

Based on the available information, public comments and the analysis performed on 

Eskom’s three-year incentive pricing package application, the National Energy 

Regulator of South Africa (NERSA), at the meeting held on 31 March 2022, decided as 

follows:  

 

1. That the special pricing agreement between Eskom Holdings SOC Limited and 

Sublime Technologies (Pty) Ltd (‘Sublime’), situated in Kriel, Mpumalanga be 

approved. 

 

2. The approval of the negotiated pricing agreement is for the power demand of 

22 MVA, limited to a maximum of 135 GWh/annum.  

 

3. The special pricing agreement will run for a maximum of three years and will 

commence on 1 April 2022. 

 

4. Eskom is to charge a special tariff of xxxxxc/kWh on 1 April 2022. The proposed 

NPA tariff rate will be escalated annually on 1 January by PPI + xxx% for the 

duration of the agreement. 

 

5. Sublime Technologies (Pty) Ltd will provide interruptibility to the National 

System Operator for utilisation when the system is constrained.  
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6. Sublime Technologies (Pty) Ltd must consume or its forecast annual 

consumption must be a minimum of 80GWh, and/or the load factor must be 

greater than 70 per cent.  

 

7. Eskom must submit progress reports for Sublime Technologies (Pty) Ltd NPA 

agreement six months after the effective date, and thereafter every six months 

until the end of the special pricing agreement, to enable NERSA to monitor the 

implementation of the agreement.  

 

 

End.  
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1. LEGAL MANDATE 

 

1.1 Section 4(c) of the National Energy Regulator Act, 2004 (Act No. 40 of 2004) 

(‘the NERA’) mandates the National Energy Regulator of South Africa (NERSA) 

with the responsibility to undertake the functions detailed in section 4 of the 

Electricity Regulation Act, 2006 (Act No. 4 of 2006) (‘the ERA’). 

 

1.2 In performing its mandated functions, NERSA is required to ensure that the 

following objects are achieved:  

i. the efficient, effective, sustainable and orderly development and operation of 

the electricity supply infrastructure in South Africa; 

ii. that the interests and needs of present and future electricity 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 regulation in the 

Republic; 

iii. that investment in the electricity supply industry is facilitated; 

iv. that universal access to electricity is facilitated; 

v. that the use of diverse energy sources and energy efficiency is promoted; 

vi. that competitiveness and customer and end-user choice are promoted; and 

vii. that a fair balance between the interests of customers and end users, 

licensees, investors in the electricity supply industry and the public is 

facilitated. 

 

1.3 The Electricity Pricing Policy (EPP) empowers NERSA to deviate from previously 

approved standard tariffs by way of Negotiated Pricing Agreements (NPAs). The 

EPP [Policy Position 14(e)] stipulates that the Department of Mineral Resources 

and Energy (DMRE) must develop a transparent NPA application and approval 

process (i.e. framework) for setting out the criteria against which NERSA will 

evaluate, approve and monitor NPAs.  

 

1.4 The amended framework for short-term NPAs was approved by the DMRE on 

20 August 2020.  

 

1.5 Therefore, NERSA has the mandate to treat all NPA applications in accordance 

with the approved processes and frameworks, as required by Policy 

Position 14(g) of the EPP. 
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2. BACKGROUND AND INTRODUCTION 

 

2.1 Negotiated pricing agreements refer to any price agreement that may deviate 

from approved standard tariff levels, structures, service fees, network standards 

and capital contributions. NPAs have served and could potentially serve as a 

valuable instrument to support projects that require price certainty over many 

years. 

 

2.2 Sublime Technologies (Pty) Ltd (‘Sublime Technologies’) is situated in Kriel, 

Mpumalanga, and is the only silicon carbide (SiC) producer in South Africa (SA). 

Sublime Technologies is currently operating one of three furnaces and full 

production capacity is approximately 40 MVA. Sublime Technologies’ 

beneficiation is of 100% South Africa raw materials, i.e. silica (quartz) and carbon 

(coke and anthracite). Sublime Technologies’ customers in SA include the steel, 

stainless steel and automotive industries.  

 

2.3 Sublime previously had a NERSA-approved two-year NPA with Eskom that 

ended on 30 September 2020. Sublime has operated at 50% capacity from 2015 

and restarted a second furnace during the previous NPA period, however has 

subsequently cut-back on operations. A standard tariff is now being charged and 

Sublime Technologies are suffering losses, as they cannot pass the cost 

increases to customers because of the competitiveness of the market. Sublime 

Technologies has kept the plant operational as they expect growth in the SiC 

market. The cost of closure is high and the plant and machinery have around 

16 years remaining useful life. Sublime Technologies is constantly looking at 

opportunities to optimise its cost base.   

 

2.4 The proposed NPA is set at a level so as to ensure the sustainability of Sublime 

Technologies, while covering the cost of supply of Eskom. Sublime Technologies 

will sustain base sales to Eskom of 135 GWh/annum and revenue of 

Rxxxm/annum. Sublime Technologies is currently using 93 GWh/annum and is 

to ramp up to 135 GWh/annum.  

 

2.5 Sublime Technologies is a baseload customer with a load factor at the system 

load factor of approximately 0.7.  

 

2.6 Sublime Technologies has always participated in Eskom’s demand response 

programme and provided interruptibility as a part of the previous NPA, utilised by 

the National System Operator.  
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3. THE APPLICATION  

 

3.1 On 1 September 2021, Eskom submitted an application for a three-year NPA 

with Sublime Technologies, in line with the amended short-term framework for 

NPAs that was approved by the Minister of Mineral Resources and Energy on 

20 August 2020.  

 

3.2 NERSA conducted a preliminary assessment of the three-year NPA application 

to ensure that the application is compliant with the amended framework for short-

term NPAs. Findings of the preliminary assessment were that the three-year NPA 

application is compliant with the amended framework for short-term NPAs. 

 

 

4. THE APPLICANT  

 

4.1 Eskom Holdings SOC Limited, registration number 2002/015527/06, is a 

Schedule 2 South African state-owned enterprise in terms of the Public Finance 

Management Act, 1999 (Act No. 1 of 1999) (‘PFMA’), wholly owned by the South 

African Government. Eskom Holdings is regulated under licences granted by 

NERSA to generate, transmit and distribute electricity in terms of the ERA. 

 

4.2 Eskom generates, transmits and distributes electricity to industrial, mining, 

commercial, agricultural and residential customers and other distributors. Eskom 

also buys electricity from and sells electricity to the countries of the Southern 

African Development Community (SADC). 

 

4.3 Through its subsidiary, Eskom Enterprises (Pty) Limited, Eskom is also active in 

local unregulated markets and various African countries. These activities include 

the provision of electricity-related services to countries connected to the South 

African grid.  

 

 

5. THE DECISION-MAKING PROCESS  

 

5.1 On 18 November 2021, the Energy Regulator published Eskom's application for 

a three-year NPA with Sublime Technologies on the NERSA website with an 

invitation to stakeholders to submit written comments. The closing date for 

comments was 3 January 2022.  

 

5.2 The Energy Regulator plans to make its determination on Eskom’s application 

for a three-year NPA with Sublime on 31 March 2022. 
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6. LIST OF STAKEHOLDERS WHO COMMENTED ON THE CONSULTATION 

PAPER  

 

6.1 Written stakeholder comments were only received from Eskom and Sublime 

Technologies. The comments have been analysed and discussed in Annexure 1. 

 

 

7. ANALYSIS OF THE APPLICATION 

 

7.1 Applicable Guiding Principles 

 

7.1.1 In analysing the application, NERSA was guided by the parameters outlined 

in the amended framework developed and approved by the minister of 

Mineral Resources and Energy, and in line with the requirements of the EPP, 

Policy Position 14(f). 

 

7.2 Parameters used for the Analysis 

 

7.2.1 The following parameters were assessed in analysing the application: 

i. Alignment to the EPP; 

ii. Net Contribution of Sublime Technologies to the economy; 

iii. Tariff Structure Analysis; 

iv. Technical Benefits of the Sublime NPA Agreement; 

v. Sublime Electricity Consumption; 

vi. Impact on other Users;  

vii. Economic Impact Analysis; and 

viii. Risk Assessment. 

 

7.3 Alignment to the EPP  

 

7.3.1 The Sublime Technologies NPA application has been assessed against 

Policy Position 14 of the EPP, which provides guidance on the evaluation 

and approval process of the short-term NPAs. The NPA application aligns to 

Policy Position 14 of the EPP as set out in Table 1.  
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Table 1: EPP Policy Position 14 

EPP Requirements NERSA Analysis 

a) NPAs are permitted, but must be 

structured in a way so as to minimise 

price distortions. 

 

 

The NPA has been structured in such a way that 

the proposed pricing agreement would serve to 

minimise under-recovery to Eskom. The 

implementation of the NPA would result in Sublime 

contributing to Eskom’s fixed costs, therefore 

minimising price increases for other customers. 

Non-NPA customers will be worse off without this 

proposed NPA and the positive contribution to 

fixed costs. 

b) Commodity price risk exposure must 

be hedged outside of the ESI.  

 

 

The proposed pricing arrangement is ZAR 

denominated and does not have any commodity 

linked pricing components and therefore no 

linkage to commodity risk. 

c) Existing NPAs will be honoured until 

the end of the contract. 

 

Sublime previously had a NERSA approved two-

year NPA with Eskom that expired on 

30 September 2020 and had been honoured until 

the end of the contract.  

 

Both parties would be contractually obliged to 

honour the proposed NPA, once approved and 

subsequently implemented, subject to the 

hardship clause. 

d) The evaluation of NPAs at inception 

must be based on the cost of supply 

(excluding cross-subsidies) on a 

discounted cash flow basis over the 

period of the agreement. 

The cost of supply for NPAs intended for the sale 

and consumption of electricity in South Africa must 

be defined by the electricity price forecast which 

will be based on the prevailing regulatory 

methodologies in South Africa inclusive of an 

appropriate risk premium. 

e) The DMRE must develop a 

transparent NPA application and 

approval process to ensure adequate 

evaluation and consultation with key 

stakeholders, including National 

Treasury. 

An amended framework for short-term NPAs was 

developed by the DMRE and has been used as a 

basis for analysing the application. The DMRE 

consulted with various stakeholders (such as the 

dtic, NERSA, DPE and Eskom), including National 

Treasury, in the development of the amended 

short-term negotiated pricing agreement 

framework. NERSA also followed due regulatory 

public consultation process on the Sublime NPA 

application. 

f) The DMRE must update the NPA 

pricing framework setting out the 

evaluation criteria. NERSA will 

The DMRE developed an amended short-term 

framework, which was approved on 20 August 

2020. In assessing Sublime’s NPA application, 

NERSA used the parameters as set out in the 
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approve and monitor NPAs in 

accordance with the framework.  

 

 

amended framework for short-term NPAs and was 

satisfied that the considerations and analysis are 

ripe for submission to the Energy Regulator. 

Therefore, NERSA will approve and monitor NPAs 

in accordance with the amended framework for 

short-term NPAs. 

g) All applications must be treated in 

accordance with the approved 

processes and frameworks and be 

approved by NERSA. 

The EPP uses a peremptory clause obligating 

NERSA to ensure that the consideration of any 

NPA must be in terms of the framework. This 

provision eliminates the prospects of exercising 

discretion on the side of the Energy Regulator. 

Management can confirm that due regulatory 

processes and the amended framework for short-

term NPAs developed by the DMRE were followed 

by NERSA when assessing Sublime’s NPA 

application. 

 

7.3.2 The Sublime Technologies NPA is also compliant with the amended 

framework for short-term NPAs. 

 

7.4 Net Contribution of Sublime to the Economy 

 

7.4.1 Table 2 below illustrates the value of value of the silicon industry in South 

Africa, as produced by Sublime Technologies.  
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Table 2: Net Contribution of Sublime to the Economy  
 

  

7.4.2 Table 2 above shows that the proposed price by Sublime Technologies will 

result in Rxxxxxm revenue to Eskom, given the 22MVA consumption at a 

~0.7 load factor. Eskom’s total cost to supply Sublime Technologies amount 

to Rxxxxm. The difference between the revenue and the costs will result in a 

net contribution by Sublime Technologies to Eskom’s revenue of Rxxxxm. 

The total value of the silicon value chain in SA amounts to approximately 

Rxxxxm per annum, as shown in Table 2 above.  

 

7.4.3 Finished goods produced by Sublime Technologies amount to R139.75m 

that would be realised in the South African economy due to the existence of 

Sublime Technologies. The total Rand value of the downstream production 

is R19.8m. Therefore, Sublime Technologies’ contribution, combined with 

the downstream production, will amount to R265m.  
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7.4.4 In conclusion, if the NPA arrangement between Eskom and Sublime 

Technologies is not approved, the South African economy will lose R265m.  

 

7.5 Tariff Structure Analysis  

 

7.5.1 This section will deal with the approach that has been adopted in the analysis 

of the proposed tariff structure. This, conducted in conjunction with the 

applicable framework, will include determining the rationale of providing an 

NPA to the customer, the present and projected revenue and operating cost 

assumptions, the escalation factor, as well as the assessment of price 

distortions. 

 

The Applicable Framework 

 

7.5.2 The Framework for short-term Negotiated Pricing Agreements issued by the 

DMRE was developed to facilitate the provision of incentive pricing, to enable 

qualifying consumers to sustain and/or increase their use of electrical energy 

to support sustained and increasing economic activity in South Africa.  

 

7.5.3 The framework requires that the financial assessment of the reference base 

incentive price for an NPA be measured against the annual MYPD figures as 

determined by NERSA, amongst other factors. According to the Electricity 

Pricing Policy, ‘NPAs need to be evaluated against the appropriate price 

projections on a discounted basis over the life of the project. Factors that 

should be taken into consideration include period, TOU [time-of-use], 

location, voltage level and risks’. 

 

Rationale of Providing NPA to Customer 

 

7.5.4 The rationale for providing an NPA to a customer is to ensure that the 

variable costs of supply are recovered, and any revenue surplus should 

contribute to the fixed costs. In the absence of the NPA, this contribution to 

fixed costs would not be realised and would have to be absorbed by other 

customers, resulting in higher future standard tariff increases for them, i.e. 

higher than the impact of the NPA. This is demonstrated and quantified in 

Section 7.9: ‘Impact on other End-users’. 

 

7.5.5 The incentive price level should be inclusive of an appropriate risk premium, 

and be as high a level as reasonably possible in consideration of the 

applicant’s cost recovery and ultimate sustainability. 
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7.5.6 An energy loss factor of 13% is added to the costs, which is a make-up of a 

3% loss relating to Transmission and 10% to Distribution-related losses. The 

revenue is based on the proposed minimum average rate of xxxxc/kWh at a 

consumption of 135 GWh/annum. 

 

7.5.7 The proposed NPA tariff rates will be escalated annually, effective on 

1 January each year following the base year, by PPI + x.x% for the duration 

of the agreement. 

 

Marginal / Contribution to Fixed Costs 

 

7.5.8 Table 3 below shows revenue, cost of supply and marginal contribution to 

fixed costs. The assumption was that implementation would be from 

1 October 2021. 

 
Table 3: Marginal/contribution to fixed costs 

Source: Sublime Application 
 

Average NPA Price  

 

7.5.9 Table 4 below calculates the annual average that Eskom will be charging to 

Sublime Technologies for the 36-month duration of the NPA. The proposed 

revenues exceed the cost of supply over the full duration of the NPA, which 

is acceptable. 
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Table 4: Average NPA pricing model 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Source: Sublime Pricing Model 
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Gross Profit Sharing Arrangement 

 

7.5.10 A gross profit-sharing incentive, limited to the rebate provided against the 

MegaFlex tariff, is to be included as a proxy to uplift the commodity price. 

This will ensure that the impact on other customers, through the incentive 

pricing plan, is minimised should Sublime Technologies perform better 

financially than forecast. 

 

NERSA Analysis 

 

7.5.11 In applying the DMRE-approved short-term NPA framework, NERSA will be 

compliant with the requirement of Policy Position 14 of the EPP of 2008, 

which prescribes that: 

a) The DMRE must develop a transparent NPA application and approval 

process to ensure adequate evaluation and consultation with key 

stakeholders, including National Treasury. 

b) The DMRE must update the NPA pricing framework, setting out the 

evaluation criteria. NERSA will approve and monitor NPAs in accordance 

with the framework. 

c) All applications must be treated in accordance with the approved 

processes and frameworks and be approved by NERSA. 

7.5.12 A three-year period is deemed short-term and one would not expect drastic 

changes in prices or demand. This especially holds true given the fact that 

Sublime Technologies demonstrates the ability to operate without requiring 

large network investments, and variable costs as determined by the MYPD5 

(Primary Energy Costs) typically increase by single digits. For this reason, 

marginal costing is optimum. As a safety net, the Short-Term Framework 

(STF) makes provision for renegotiations and/or contract termination in the 

event that either of the parties (Eskom or Sublime Technologies) experience 

hardships during the contract period. 

 

7.5.13 Energy losses are added to cover for the cost of electrons that will be 

converted to heat and sound whilst being transmitted, which will also 

minimise the burden on other customers. The proposed NPA price and 

contracted volumes will result in a total revenue collection of Rxxxxm. 

 

7.5.14 This, being a negotiated price, the parties got to a landing position of PPI 

+ x.x%. The negotiated price structure takes the following parameters into 

consideration: 

a) Sublime’s competitiveness and sustainability. 
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b) Electricity price increases that could otherwise be absorbed by other 

customers. 

c) Take-or-Pay Provision. 

d) Interruptibility, which will assist the System Operator in managing the 

power system (demand response). If the NPA is not granted, the load on 

the system would reduce significantly, and therefore require less usage 

of Open Cycle Gas Turbines (OCGTs). Granting the NPA would keep 

the customer on the grid, making use of interruptibility as a mitigating 

factor in offloading the system as necessary. 

7.5.15 Table 5 below demonstrates the contribution to fixed costs, taking into 

consideration of practical implementation date of 1 May 2022. 

 
Table 5: Marginal/Contribution to Fixed Costs 

 

 

 

 

 

 
 

Source: NERSA Recalculation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Graphical Demonstration on Contribution to Fixed Costs 

 

7.5.16 Table 5 and Figure 1 above assume the effective date of the Sublime 

Technologies NPA as 1 May 2022, with the contract ending on 30 April 2025. 

The duration is equivalent to 36 months, and the average revenue in c/kWh 

is x.x% above the average cost to supply Sublime Technologies. 
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7.5.17 The average pricing model is based on Sublime Technologies’ cost and 

revenue profile, as well as the rates of the tariff schedule from Eskom. This 

means that Sublime Technologies will charge MegaFlex tariffs initially, and 

the Interruptable Load Sheading (ILS) NPA rebate section is where Eskom 

is providing discount based on interruptibility volumes adjusted by OCGTs 

average costs. 

 

7.5.18 This was done to minimise price distortions as required by the EPP policy 

position 14, which states that NPAs are permitted, but must be structured in 

a way to minimise price distortions.  

 

7.5.19 The gross profit sharing mechanism will act as gate-keeper, by ensuring that 

Sublime Technologies does not make excessive profits for own gain if the 

market conditions improve. The provision, therefore, ensures that any 

favourable benefit is shared among all customers within the Electricity 

Supply Industry. 

 

7.6 NPA Contract Duration 

 

7.6.1 In terms of the amended framework for short-term NPAs, the applicant may 

apply for an NPA for a duration of up to three years (36 months).  

 

7.6.2 Eskom is applying for a three-year NPA for Sublime Technologies. 

 

7.6.3 The main reason why a three-year duration is suitable is that a three-year 

NPA will make it possible for Sublime Technologies to be viable in the 

interim, as the demand of silicon carbide globally is expected to increase. 

There is, however, no guarantee of this; the viability of the industry is 

dependent on international commodity markets, and competitive input costs. 

 

7.6.4 Both Eskom and Sublime Technologies have supported the three-year 

duration for the proposed NPA application in the written stakeholder 

comments and further highlighted that the duration will make it possible for 

Sublime Technologies to be viable in the interim.  However, both Eskom and 

Sublime Technologies further indicated that due to the energy intensive 

nature of the industry, there is a possibility that Sublime Technologies may 

apply for a long-term NPA in future to remain competitive.  
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7.6.5 Therefore, the duration of three years is supported as it will give Sublime 

Technologies the opportunity to remain sustainable and competitive globally. 

The duration of three years will also provide certainty in the silicon industry.  

 

7.7 Technical Benefits of the Sublime NPA Agreement  

 

7.7.1 According to section 9.10 and 9.11 of the Framework for Short-Term 

Negotiated Pricing Agreements: 

 

1. ‘All consumers that are granted incentive benefits will be required to 

provide interruptibility when required, provided that it is technically 

feasible to do so without disproportionately impacting productive 

output.’ 

 

2. ‘Unless otherwise agreed by the National System Operator (NSO), 

consumers will be required to make available interruptibility of at least 

70% of the applicable load, for at least two (2) hours per day for four 

(4) weekdays in each week aligned to the NSO available demand 

response products, for the duration of the incentive, provided that the 

utilisation of the interruptibility shall be at the sole discretion of the 

NSO.’ 

 

7.7.2 The NPA is compliant with the above requirements of the Framework, since 

Eskom will be allowed to interrupt the power supply to the smelter for any 

reasons within the specified time constraints. This will ensure that Eskom 

can maximise the value of the interruptibility by being able to interrupt 

Sublime Technologies’ load in the periods of the highest cost of power, 

regardless of whether an emergency exists or not. As a result, Eskom is able 

to lower the amount of peaking plants required on the system based on the 

ability to use the smelter for load reductions. In addition, Eskom is able to 

use the interruptibility of the smelter to manage grid frequency whenever 

demand is larger than the available supply or visa-versa.  

 

7.7.3 The smelter is also xxxxxxxxxxxxxxxxxxxxxxxxxxxxx xx to enable 

xxxxxxxxxxxxxx xxxxxxxxxxxxxxxxxxxx xxxxxxxxxxxxxxxxx  

xxxxxxxxxxxxxxxxxxxx xxxxxxxxxxxxxxxxxxxxx  

xxxxxxxxxxxxxxxxxxxxxxx xxxxxxxxxxxxxxxxxxxxxxx xxxxxxxxx 

xxxxxxxxxxxxxxxxxxx xxxxxxxxxxxxxxxx.  

 

7.7.4 Sublime Technologies’ load factor, after taking into account response to 

interruptibility and peak demand reduction, is at ~70%. This will ensure that 
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the smelter’s use of electricity throughout the month is consistent and assists 

in the full utilisation of Eskom’s committed network capacity. It is a large 

volume customer of electricity, with a baseload electricity requirement of up 

to ~135 GWh/annum 

 

7.7.5 The smelter does not contribute to Eskom’s peak demand as a result of its 

flat demand profile. The 24-hour operation of the smelter is taken into 

consideration for the contribution made to fixed costs by the long-term NPA. 

Since the smelter never shuts down, or ramps down demand, there is no loss 

of contribution to fixed cost as a result of a decrease in energy consumption 

and consequential impact on other customers. 

 

7.7.6 NERSA concludes that Sublime Technologies’ application is compliant with 

the interim long-term framework for NPAs because it compliant with the 

requirements of the Framework for Short-Term Negotiated Pricing 

Agreements. This implies that the approval of the NPA will sustain the use of 

electrical energy to support sustained and increasing economic activity in 

South Africa, and in the process, better the utilisation of the existing capacity 

in the ESI, which will benefit the economy as a whole. 

 

7.8 Sublime Electricity Consumption 

 

7.8.1 In terms of section 7.4 of the amended short-term framework for NPAs, the 

applicant must consume a minimum of 80 GWh and/or have a load factor 

greater than 70 per cent during at least two of the past three years in order 

to apply. 

 

7.8.2 In FY20, Sublime Technologies consumed 93 GWh and the projected 

electricity demand and annual energy consumption is 22MVA and 135GWh 

respectively. Sublime Technologies is a baseload customer with a load factor 

of approximately 0.7 and has always participated in Eskom’s demand 

response programme and provided interruptibility as a part of the previous 

NPA, utilised by the National System Operator. Sublime Technologies has a 

consumption profile for Peak, Standard and Off-peak time-of-use (TOU) 

periods as per the current consumption.   

 

7.8.3 It is typical for the silicon carbide (SiC) industry to have incentivised energy 

pricing as electricity represents up to 50% of operational costs. SiC 

operations are among the most energy intensive of Eskom’s customers. The 

industry is sensitive to the electricity price. 
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7.8.4 The application is compliant with the framework as its normal consumption 

is above 80GWh.  

 

 

7.9 Impact on other End-Users 

 

7.9.1 Sublime Technologies will not be subsidised as the proposed NPA tariff has 

been structured to ensure that applicable costs are recovered and a positive 

contribution is made to fixed costs associated with supplying the applicant. 

Detailed discussions are provided in the Tariff Structure section above. 

 

 Impact of the loss of Sublime Technologies’ demand to the rest of the 

customer base 

 

7.9.2 Section 9.1 of the amended short-term framework indicates that applications 

will be evaluated on their own merits, taking account of the market conditions 

faced by the applicant, as well as the applicant’s competitiveness globally 

and within SA’s borders.  

 

7.9.3 The proposed pricing arrangement will contribute to sustaining Sublime 

Technologies and retaining Eskom’s baseload customer at a time when the 

SA economy is stagnating and appearing to deindustrialise. This NPA is 

therefore seen to support the government’s re-industrialisation drive. It will 

offer financial, technical and economic benefits to Eskom and South Africa, 

while ensuring that all other customers in the silicon carbide industry value 

chain are better off.  

 

7.9.4 Without an appropriate NPA, Sublime Technologies could close, resulting in 

zero electricity sales and zero revenue to Eskom from Sublime 

Technologies. It is more beneficial to the rest of the customer base that 

Sublime Technologies be awarded the NPA, given that it ensures that Eskom 

is able to recover some of the costs of existing infrastructure. This cost would 

have to be fully recovered from the rest of the customer base should Sublime 

Technologies close its operations. The negative impact on the rest of the 

customer base would therefore be larger if Sublime Technologies is not 

awarded the NPA than the impact of the NPA itself.  

 

7.9.5 The closure of Sublime Technologies would have an adverse effect on not 

only the Kriel economy, but on South Africa in general, as it would damage 

the entire silicon carbide industry and cause an increase in unemployment 

at a time when the country is reeling from job losses in the silicon carbide 
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sector. This will negatively affect Eskom’s sales and revenue. A further 

consequence is that the SA economy will be negatively impacted via reduced 

tax and levy collection, Balance of Payments/ZAR value, job losses and an 

increase in social grants burden. 

 

7.9.6 Implementation of the proposed pricing arrangement, if approved, will result 

in sustaining sales volumes albeit at lower revenue levels.  

 

7.9.7 A loss of sales and loss of the positive contribution to fixed costs would result 

in a higher tariff increase requirement, as other customers would have to 

absorb fixed charges. 

 

7.9.8 The sustained sales from implementing this package, rather than the loss of 

sales due to potential plant closure, would also have the effect of moderating 

Eskom’s Regulatory Clearing Account (RCA) application for the final years 

of the Multi-Year Pricing Determination (MYPD). 

 

7.9.9 The figures below show the impact on the MegaFlex tariff, MegaFlex tariff 

excluding subsidies and Sublime Technologies’ contribution to fixed costs.  

 

7.9.10 Figure 2 below shows the MegaFlex average price broken down in the 

energy charges, fixed charges (basic and demand charges) and subsidies 

(affordability). 

 

 
Figure 2: MegaFlex Tariff 
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7.9.11 Figure 2 above reflects that at the MegaFlex tariff, Eskom would recover 

revenue of R145.99m at an average price of 108.14c/kWh (made up of 

77.59c/kWh energy, 16.99c/kWh fixed charges and 13.56c/kWh subsidies). 

 

 

 
Figure 3: MegaFlex tariff excluding subsidies 

 

7.9.12 Figure 3 above shows that Second Step affordability and rural electrification 

subsidies are deducted to make the price more affordable, with the intention 

of assisting Sublime Technologies to reinstate operations and increase the 

utilisation of current idling capacity. The results are: 

i. a R18.31m reduction in revenue (from R145.99m to R127.68m); and 

ii. a 13.56c/kWh reduction in the average price. 

Figure 4: Sublime contribution to fixed costs 

Sublime NPA impact on Eskom Revenues 
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7.9.13 Selling 135 GWh at an average price of xxxxc/kWh (NPA proposed price), 

Eskom will generate a total revenue of Rxxxxxm, with Rxx.xxm going 

towards fixed charges, and the remaining Rxx.xxm being Sublime 

Technologies’ contribution to marginal costs of Eskom supplying them, as 

shown in Figure 4 above. 

 

Approval/Disapproval of NPA 
 

7.9.14 Without Sublime Technologies, other customers would have to absorb 

Rxxxxm (made up of Rxxxxm fixed charges and Rxx.xxm subsidies 

charges), which can also be arrived at by deducting the total revenue of 

Rxxxxx in Figure 3 from the total revenue of R145.99 in Figure 2 above.   

 

7.9.15 However, with the approval of the NPA for Sublime Technologies, a 

contribution of Rxxxxm is made towards fixed costs and Rxxxxm to the 

marginal cost of Eskom supplying Sublime Technologies, as depicted in 

Figure 4 above.  

 

Impact to the Silicon value chain 
 

7.9.16 Furthermore, the silicon value chain will be R265m better off with the 

approval of the Sublime Technologies NPA.  

 

7.10 Economic Impact Analysis 

 

7.10.1 The purpose of the short-term NPAs is to enable qualifying consumers to 

sustain and/or increase their use of electrical energy to support sustained 

and increasing economic activity in South Africa. Section 7.6 on eligibility 

gives consideration of the key strategic and socio-economic impact on SA 

with regard to job retention, beneficiation, taxes and levies, balance of 

payments. 

 

7.10.2 The major economic benefits to SA anticipated from the implementation of 

the NPAs may be summarised as follows: 

a) direct and indirect jobs saved by preventing a number of business failures; 

b) direct and indirect jobs saved by avoiding the closure or mothballing of 

Eskom generation capacity; 

c) new direct and indirect job opportunities owing to the restarting of unused 

productive capacity; 

d) increased economic activity; 

e) lower unit cost of electricity; and 
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f) higher tax and electricity levy collections. 

 

7.10.3 According to the information provided in the application, the following are the 

key strategic and socio-economic aspects taken into consideration with the 

proposed pricing arrangement for Sublime Technologies:  

a) The proposed pricing arrangement will contribute to sustaining Sublime 

Technologies’ operations at a time when the SA economy is stagnating, 

and SA is embarking on an industrialisation drive. The NPA provides 

benefits to Eskom and SA while ensuring that all other customers are 

better off.  

b) The key strategic and socio-economic aspects taken into consideration 

with the proposed pricing arrangement for Sublime Technologies are:  

i. Aligned to Eskom’s mandate and supported by the dtic as a supply 

input into strategic sectors that would otherwise have to rely on 

imports.  

ii. As the only supplier of silicon carbide in SA, it provides certainty for 

downstream customers of in SA.  

iii. SA as an investment destination, as articulated in the SA 

industrialisation drive, and Eskom’s reputation would be negatively 

impacted by the loss of an industry.  

iv. Closure of Sublime Technologies would have a negative impact on 

SA’s Balance of Payments, loss of foreign earnings and silicon carbide 

would have to be imported.   

v. Retention of an industry in SA with associated economic benefits, 

sustaining ~ 125 direct jobs, and generating many indirect jobs at a 

time when unemployment in SA is increasing. 

 

7.10.4 The proposed pricing arrangement will contribute to sustaining Sublime 

Technologies and retaining Eskom’s baseload customer at a time when the 

SA economy is stagnating and SA is embarking on an industrialisation drive. 

Notwithstanding the challenges facing Eskom, it will offer financial and other 

benefits to Eskom and SA while ensuring that all other customers are better 

off. 

 

7.10.5 Sublime Technologies has 125 direct employees and 450 indirect jobs in the 

Kriel area. At full capacity, Sublime Technologies employed 240 direct 

employees. Sublime Technologies contributes positively to the SA Balance 

of Payments through the export of SiC. Competitively priced local production 
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of SiC will also ensure the financial viability and growth of downstream 

industry users of SiC. 

 

7.10.6 Sublime Technologies (~22MVA) is situated in Kriel, Mpumalanga, and is the 

only silicon carbide producer in South Africa. Sublime Technologies’ 

beneficiation is of 100% SA raw materials, i.e. silica (quartz) and carbon 

(coke and anthracite). SiC is a versatile and safe substance that offers 

endurance, good heat-resistance and heat-conductibility and their customers 

in SA include the steel, stainless steel and automotive industries. 

 

7.10.7 Kreil, also known as Ha-Nala, is a small town situated in the Emalahleni Local 

Municipality with a population of 15 237 and according to the IDP of 

Nkangala District, Emalahleni Local Municipality’s population amounts to 

395 466. This means that Kriel makes up approximately 38% of the 

population of Emalahleni. The IDP also flagged that the unemployment in 

Emalahleni amounts to 440 000. It is located about 160km east of 

Johannesburg, 45km south of eMalahleni and 30km north of Secunda and 

Bethal. The community is composed of mostly farm dwellers and mine 

workers. 

 

7.10.8 The SA economy will be negatively impacted via reduced tax and levy 

collection, the Balance of Payments/ZAR value, job losses and an increase 

in the social grant burden if the NPA is not granted.  

 

7.10.9 The applicant indicated that Sublime Technologies contributes positively to 

the SA Balance of Payments through the export of SiC. Competitively priced 

local production of SiC will also ensure the financial viability and growth of 

downstream industry users of SiC. 

 

7.10.10 In conclusion, the application is compliant with the requirements of the 

framework, as the key strategic and socio-economic impact on SA has been 

provided. 

 

7.11 Risk Assessment 

 

7.11.1 Table 6 below outlines the risk mitigation to this and other risks identified by 

both the applicant and the licensee. 
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 Table 6: Risk Assessment 

Risk Applicant Mitigation NERSA Analysis 

Hardship Either party shall have the right 

to give three months’ notice in 

writing to cancel the agreement 

should unforeseen taxes, levies 

or duties result in either party 

facing significant hardship. 

 

The application further 

indicates the following:  

a) should unforeseen cost 

and/or price pressures 

result in either party 

facing significant 

hardship that renders 

the pricing arrangement 

unworkable, the parties 

shall engage to consider 

an adjustment to the 

arrangements that 

would relieve the 

hardship. 

b) Should the parties fail to 

agree to revised terms or 

NERSA fail to approve 

such agreed revised 

terms, the party 

experiencing hardship 

shall have the right to 

terminate the 

agreement, giving three 

calendar months’ written 

notice. 

NERSA is satisfied with the 

provision for hardships to mitigate 

against the changing financial 

circumstances of either parties. 

Revisions to the agreement as a 

result of hardship must be approved 

by the Energy Regulator to mitigate 

against either party acting unfairly. 

Windfall profits When economic conditions are 

favourable, Sublime 

Technologies will share equally 

with Eskom on an annual basis 

any gross profits above 

projections, limited to the 

rebate provided against the 

NERSA is satisfied with this 

provision to ensure that Sublime 

Technologies does not unfairly 

benefit from the NPA at the 

expense of the rest of the customer 

base, given that the NPA is 

provided to assist industries in 
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Megaflex tariff. This is to ensure 

that Sublime Technologies 

does not make windfall profits 

and that the rest of the 

customer base benefits. 

need. The implied incentive rebate 

for Sublime Technologies relative to 

the standard tariff will be ~Rx.xm 

per annum for the 3-year duration, 

depending on regulatory increases.  

 

Cost of supply 

increasing 

Eskom’s cost base is being 

addressed to decrease input 

costs. The proposed pricing 

agreement has a 

commencement tariff 

significantly above the cost of 

supply and also provides for a 

real escalation in the tariff that 

will alleviate the impact of any 

real percentage increases of 

Eskom costs. 

The agreement highlights that the 

base price will increase by PPI to 

provide price stability for the 

applicant, as well transparency for 

the industry, including the rest of 

the customer base. This provision is 

supported by NERSA as it protects 

the rest of the customer base by 

covering the costs associated with 

supplying the applicant. 

 

Revenue and 

demand 

security/ Take 

or Pay 

 

 

Sublime will be liable for a 

minimum consumption 

payment based on 80% of 

consumption (based on a ramp-

up schedule to 

135 GWh/annum), measured 

over each calendar quarter. 

Eskom will adjust to account for 

substantiated significant events 

that prevented them from 

operating at normal levels, such 

as network outages, planned 

maintenance, furnace outages 

of a technical nature and 

industrial action. 

 

NERSA notes the provision to 

ensure that the applicant consumes 

at least as much as agreed upon. 

The provision compels the 

applicant to meet the committed 

demand to enable the licensee to 

have predictability on the revenue 

to be obtained from the applicant. 

Should the applicant fail to 

consume the appropriate volumes 

and the root cause are found to be 

outside of the applicants control, 

these must be communicated to the 

Energy Regulator to note during its 

monitoring of the agreement.  

 

This take-or-pay provision holds the 

applicant to minimum volumes 

consumed and seeks to shield the 

rest of the customer base from 

reduced collection by the licensee. 

This provision is supported by the 

Energy Regulator.  
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8. CONFIDENTIALITY 

 

8.1 All the figures are confidential and have been approved by the Energy Regulator 

as such. 

 

 

9. CONCLUSION AND RECOMMENDATION 

 

9.1 In light of the evidence presented and analysed above, it can be concluded that 

under the current terms of the NPA, Eskom will be cushioned from losses by 

recovering its costs, plus a small margin, through the provision of the variable 

PPI escalation and the fixed-cost increase. The deal can therefore be seen as a 

win-win, both for Eskom and Sublime Technologies, which will continue its 

operations as a result of the NPA, thus continuing to be of benefit to the local 

economy of Kriel in Mpumalanga and the South African economy at large.  

 

9.2 Therefore, from a conspectus of the facts and evidence presented to the Energy 

Regulator, it is appropriate to consider and approve the three-year NPA for 

Sublime Technologies, in Kriel, Mpumalanga.   

 

End. 
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ANNEXURE 1: SUMMARY OF STAKEHOLDER COMMENTS 

1. Eskom 

Category Stakeholder Comment NERSA Analysis 

Applicability 

Propose a suitable 

base price 

escalation 

mechanism that 

minimises price 

distortions between 

NPA and non-NPA 

customers over the 

three-year period, 

but also provides 

price certainty to 

Sublime 

Technologies.  

 

The application of MYPD 

increases would not provide 

applicants with certainty on the 

price path. The PPI is the 

relevant base index by which 

licensee costs should escalate. 

  

Real increases would be a 

mitigation against cost 

increases above PPI and to 

minimise price distortions.  

 

 

A real increase as proposed 

would minimise Eskom’s risk on 

the cost of supply exceeding the 

revenue collected. 

NERSA is of the view that the 

PPI is the relevant base index 

by which licence costs should 

be escalated and is the 

preferred mechanism in the 

Electricity Supply Industry. 

 

Previous applications 

approved by NERSA were 

escalated using the PPI. 

If Sublime 

Technologies wants 

to increase the 

contracted capacity 

at a later stage 

during the tenure of 

the contract, should 

this additional 

demand be subject 

to the existing NPA 

conditions or 

should it be 

considered as a new 

NPA application that 

may have different 

conditions? Should 

there be a time 

frame within which 

to increase the 

power demand?  

 

The application is for a specific 

power demand (contracted 

capacity) and does not propose 

an increase in contracted 

capacity.  

 

Any request for an increase in 

the power demand would not be 

a part of this NPA and would be 

subject to a new or revised NPA 

application.  

 

An increase in the contracted 

capacity will result in a new 

NPA application, as the 

request for an increase after 

approval is not catered for in 

the approved framework.  
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Comment on the 

reasonableness of 

forty hours per 

month, available 

every day for a 

maximum of two 

hours and no more 

than two events per 

day. 

 

The existing technical 

parameters for providing 

demand response are proposed 

to continue to ensure plant 

stability and recovery. These 

existing parameters function 

well for both Sublime and the 

National System Operator.  

 

Eskom’s understanding is that 

Sublime Technologies is 

technically unable to provide 

additional demand response.  

NERSA notes the comments 

raised by the stakeholder and 

the existing parameters 

should be agreed on between 

Eskom and Sublime 

Technologies.  

Propose a suitable 

number of hours of 

non-voluntary load 

reduction for 

Sublime 

Technologies’ 

operations.  

 

The existing technical 

parameters for providing 

demand response are proposed 

to continue to ensure plant 

stability and recovery. These 

existing parameters function 

well for both Sublime 

Technologies and the National 

System Operator.  

 

Eskom’s understanding is that 

Sublime Technologies is 

technically unable to provide 

additional demand response.  

NERSA notes the comments 

raised by the stakeholder. 

Comment on the 

assumption that 

globally, electricity 

costs make up 50% 

of operational costs 

in silicon carbide 

sectors and how 

should NERSA 

handle this 

application if 

Sublime 

Technologies falls 

outside this range.  

 

The framework requires for 

electricity to be one of the top 

three cost items and electricity 

is the highest cost item of 

Sublime Technologies.  

 

While the relative percentage of 

electricity of total costs in the 

silicon carbide industry is high, 

the higher the % the more 

vulnerable the customer is to 

market volatility and risk of 

closure. To mitigate this risk, 

similar industries have 

NERSA notes that electricity 

(energy) is the highest cost 

item followed by raw 

materials (silica and carbon) 

for Sublime Technologies. 

This is aligned with the 

approved framework. 

However, applications will be 

treated on a case-by-case 

basis due to the dynamics in 

each sector.  
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incentivised electricity pricing to 

effectively reduce the relative 

percentage of electricity of total 

costs.  

Comment on the 

correctness of this 

statement in relation 

to the silicon 

carbide sectors or 

similar metals 

industry.  

 

Electricity is one of the factors 

impacting the sustainability of 

the industry in South Africa. The 

larger the percentage that 

electricity makes up of input 

costs, the more sensitive the 

operation is to electricity cost.  

 

Feedback to Eskom from 

electricity intensive customers 

is that electricity costs are 

impacting their global 

competitiveness. Other 

countries with industry 

competitiveness at risk have 

taken or are taking action, such 

as – long-term pricing 

agreements with escalation 

certainty (i.e. agreed long-term 

price path), substantive rebate 

arrangements and reduced tax 

and/or subsidy burdens.  

NERSA notes the comments 

raised by the stakeholder 

However, research and a 

thorough analysis will be 

conducted to assess whether 

electricity is one of the factors 

impacting sustainability of 

industries in South Africa. 

There might be other factors 

impacting sustainability, 

especially those sectors 

where electricity is not the 

main driver of the costs.  

Propose how the 

competitiveness 

factors (except 

electricity) can be 

used to improve the 

sustainability of the 

Sublime 

Technologies’ 

operations.  

 

After electricity and raw 

materials, the other Sublime 

Technologies operating costs 

individually represent small 

percentages of input costs.  

Sublime Technologies have 

looked at all opportunities to 

optimise its cost base and 

further reductions in these costs 

are unlikely to sustain the 

smelter without affecting 

operations.  

 

In paragraph 4.3 of the 

application, Sublime 

Technologies indicated that 

they are ‘constantly 

renegotiating with raw 

material suppliers to lower 

costs’. So it imperative that 

the outcomes of the 

renegotiation form part of the 

implementation monitoring 

reports, to ensure Sublime 

Technologies is not making 

higher profits.  

 



     34 

Will Sublime 

Technologies be 

sustainable after the 

three years applied 

for or should it apply 

for a longer period?  

 

The 3-year NPA will make it 

possible for Sublime 

Technologies to be viable in the 

interim, as the demand of silicon 

carbide globally is expected to 

increase. There is, however, no 

guarantee of this, the viability of 

the industry is dependent on 

international commodity 

markets, competitive input 

costs, etc.  

 

Due to the energy intensive 

nature of this industry, there is a 

possibility they may apply for a 

long-term NPA in the future to 

remain competitive.  

It should be noted that 

electricity is not the only cost 

driver; customers must look 

into other measures such 

Energy Efficiency Demand 

Side Management (EEDSM), 

state incentives and tax relief, 

where it is applicable. 

The agreement 

applied for is a 

short-term period of 

three years. 

Stakeholders are 

requested to 

comment on the 

following:  

Risks created by 

such short-term 

agreement. 

 

How those risks 

should be 

mitigated?  

 

  

Should such 

agreement be 

terminated by 

hardships, which 

mechanism should 

NERSA use to 

protect the 

An NPA provides revenue 

certainty to the licensee. 

  

To limit the deviation of the NPA 

from the standard tariff, the NPA 

tariff (initial base price and 

annual escalation) is set at 

levels based on projected costs 

of supply over the NPA period. 

An additional allowance is 

added at inception for risk that 

the assumptions change.  

 

NPAs should be limited and 

alternate funding mechanisms 

outside of the ESI should be 

explored to sustain vulnerable 

sectors.  

 

Termination for convenience or 

hardship removes certainty for 

both parties and is unlikely to be 

acceptable. A termination 

clause should be narrowly 

NERSA notes the comments 

raised by the stakeholder and 

funding mechanisms outside 

of the ESI should be explored 

to sustain vulnerable sectors. 
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remaining 

customers from 

high price 

increases?  

defined and should consider 

unforeseen cost and/or price 

pressures and only be allowed 

after parties have exhausted all 

other avenues or options.  

Comment on the 

proposed NPA, its 

structure, fairness 

and impact. 

Sublime is SA’s sole silicon 

carbide producer, competing in 

the global market. The price of 

electricity is the most important 

cost influencing both the 

competitiveness as well as the 

sustainability of the business. 

 

The previously granted sort-

term pricing agreement assisted 

Sublime Technologies to 

sustain its production level, 

which is threatened by the 

lapsing of the NPA. 

The comments are 

suggesting that price/cost of 

electricity is eroding local 

businesses’ international 

competitiveness. Though 

NPAs provide relief, it is not 

sustainable due to the end 

date of the contract. To 

provide a sustainable 

solution, the electricity pricing 

regime must change into one 

that improves the 

international competitiveness 

of SA local operations. 

Comment on the 

proposed NPA, its 

structure, fairness 

and impact. Please 

substantiate your 

response.  

 

The proposed NPA is aligned 

with the NPA frameworks and 

will offer financial and other 

benefits to Eskom and South 

Africa while ensuring that all 

other customers are better off.  

The NPA tariff level considers 

the sustainability of Sublime 

Technologies and Eskom’s cost 

of supply and is structured to 

best address and balance the 

needs of the smelter and 

Eskom.  

NPAs, by their nature have 

limited durations of, for 

example, 3 years, 6 years or 

10 years and the operations 

of a business may last for 

over 50 years, meaning NPAs 

are temporary relief. 

Therefore, it is critical that 

current pricing within the ESI 

is changed to cater for the 

local operations to be globally 

competitive.  

Comment on the 

appropriateness of 

Sublime 

Technologies 

applying for a longer 

incentive pricing 

package in the 

future in order to 

Due to the energy intensive 

nature of the silicon carbide 

industry, there is a possibility 

that Sublime Technologies may 

apply for a long-term NPA in the 

future to remain competitive.  

 

 A shorter duration NPA is 

preferable, as it will allow 

NERSA notes the comments 

raised by the stakeholder. 
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remain competitive 

in the market.  

 

Eskom to reassess its cost of 

supply and tariff level and 

mitigate against applicants 

receiving an NPA for a duration 

longer than necessary.  

General Comments Eskom is supportive of assisting 

where it can to further South 

African industrial policy, but the 

ESI is unable to support all 

applications for NPAs and a 

mechanism is required to 

determine which industries or 

sectors should be prioritised for 

electricity price support.  

NERSA acknowledges that 

NPAs are only an interim 

relief and there should be a 

funding mechanism to assist 

vulnerable sectors  outside of 

the ESI. 

 Eskom’s preference is for NPAs 

to prioritise industries where the 

electricity costs make up a 

significant percentage of 

operating costs to have the 

largest impact on sustainability.  

 

Industries that are aligned to 

the industrial policy action 

plan should be considered, as 

they have  the potential to 

grow the South African 

economy and reduce 

unemployment that is 

increasing at an alarming 

rate. 

 The NPA Frameworks make 

provision for any revenue 

shortfall to be recovered 

through the applicable 

regulatory mechanism, and the 

consequence is that the 

remainder of the customer base 

will subsidise this through 

further tariff increases. Alternate 

funding options outside of the 

ESI should be explored to 

sustain vulnerable sectors in the 

economy.  

 

NERSA notes the comments 

raised. 
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2. Sublime Technologies (Pty) Ltd 

Category Stakeholder Comment NERSA Analysis 

Base price 

escalation 

mechanism to 

minimise price 

distortion. 

Sublime has made a submission 

to have the minimum price 

adjusted by the change in the SA 

PPI (published by Stats SA), plus 

2% each calendar year, effective 

from 1 January. 

NERSA notes and welcomes 

this comment. 

Demand Capacity: 

If Sublime wishes 

to increase the 

contract capacity, 

should the 

additional demand 

be considered 

under the existing 

or a new NPA? 

Sublime are of the opinion that the 

additional demand should be 

subject to the existing NPA 

conditions. 

 

NERSA takes note of the 

proposal. However, it holds a 

view that any changes to the 

initial contract should be 

evaluated before they can be 

integrated into an existing 

agreement. A case-by-case 

principle would be applied. 

Also, three years is a 

relatively short period for any 

material demand changes to 

have taken effect, therefore it 

is less likely to happen within 

the contract period. 

Comment on the 

reasonableness of 

40 hours per 

month, available 

daily for two hours 

at maximum. 

Sublime states that the availability 

process is being managed 

between themselves and Eskom. 

They further submit that they 

would support any position as 

agreed by the two parties. 

NERSA notes and welcomes 

the synergy displayed 

between the two entities, and 

would reasonably support the 

mutually agreed terms, in 

compliance with the 

framework. 

Comment on the 

suitable non-

voluntary load 

reduction time 

period for Sublime 

Technologies’ 

operations.  

Sublime reiterates their previous 

statement, and maintains that 

they would support any position 

agreed between the two parties. 

NERSA would guide and 

support cohesive efforts by 

the contracted parties, in line 

with and as guided by its laws 

and policies. 
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Comment on the 

assumption that 

globally, 

electricity cost 

make up for 50% 

of opex in the 

silicon carbide 

sectors. 

Sublime declares that their 

production process is energy 

intensive and indeed energy costs 

make up 50% of their total 

production costs. This remains the 

case despite the fact that Sublime 

utilises the best available cost-

effective furnacing technology. 

 

The cost make-up should 

therefore be the parameter that 

NERSA uses to make its decision, 

ensuring that Sublime’s 

competitiveness is not 

jeopardised. 

NERSA notes and is 

cognizant of the fact that the 

manufacturing sector is the 

biggest energy consumer 

globally, as well as that 

consumption is on the rise. 

Though NERSA is in support 

of the subsidy schemes 

available to industries, it 

would also encourage and 

support initiatives by entities 

to continually minimise other 

production costs in order to 

offset the pressure from the 

energy aspect of their 

operations. Also, power costs 

could be optimised by means 

of: improved technologies, 

economies of scale, 

competitive supply chain, etc. 

Comment on the 

correctness of the 

statement above 

in relation to the 

silicon carbide 

sectors and/or 

similar metals 

industry. 

Sublime are stating that electricity 

prices directly influence their 

competitiveness as well as their 

sustainability as a business. They 

maintain that their global 

competitors pay significantly lower 

costs for electricity (between 

R608 and R720/MWh). This 

therefore, makes it difficult for 

Sublime to compete globally. 

NERSA notes the comment. 

Though comparison with 

other countries might be 

good, it is not as prudent, as 

it does not take into account 

all the resources available, 

various taxes imposed on 

different countries, pricing 

mechanisms, etc. This 

principle is, of course, valid 

for South African energy 

prices and does not negate 

that electricity prices are 

indeed a challenge across 

industries and users. 

Propose how the 

competitiveness 

factor (except 

electricity) can be 

used to improve 

the sustainability 

The customer indicated that 

currently, electricity relates to 50% 

of production costs and as 

indicated above, they are paying 

higher prices than the 

competitors. Due to the energy 

In paragraph 4.3 of the 

application Sublime indicated 

that they are ‘constantly 

renegotiating with raw 

material suppliers to lower 

costs’. So it imperative that 
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of Sublime 

Technologies’ 

operations. 

costs, Sublime has over the past 

several years placed focus on all 

other costs to keep the costs as 

low as possible. 

the outcomes of the 

renegotiation form part of the 

implementation of monitoring 

reports, to ensure Sublime is 

not making higher profits.  

Will Sublime 

Technologies be 

sustainable after 

the three years 

applied for or 

should it apply for 

a longer period? 

If the cost of electricity in South 

Africa remains higher than 

Sublime’s competitors, a longer 

duration will be required. 

It should be noted that 

electricity is not the only cost 

driver; customers must look 

into other measures such 

Energy Efficiency Demand 

Side Management (EEDSM), 

state incentives and tax relief, 

where applicable. 

Comment on the 

following: 

- Risk created 

by such a 

short-term 

agreement. 

- How those 

risks should 

be mitigated. 

- Should such 

agreement be 

terminated by 

hardship, 

which 

mechanism 

should 

NERSA use to 

protect the 

remaining 

customers 

from high 

price 

increase? 

No comment The risk identified is Sublime 

getting preferential treatment 

during a period of system 

constrains and rotational 

load-shedding (due to the 

contracted interruptability 

clause that is fixed at certain 

levels). 

 

No comment creates an 

impression that Sublime’s 

application was based on the 

premise of self-interest and 

only considers the ESI’s 

wellness if it is suitable to 

Sublime (providing the pros 

and not the cons). 

 

Sublime must provide cons to 

give a balanced view of the 

NPA picture.   

Comment on the 

proposed NPA, Its 

structure, fairness 

and impact. 

Sublime is SA’s sole silicon 

carbide producer, competing in 

global market. The price of 

electricity is the most important 

cost influencing both the 

The comments are 

suggesting that the price/cost 

of electricity is eroding local 

businesses international 

competitiveness, though 
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competitiveness as well as the 

sustainability of the business. 

 

The previously granted short-term 

pricing agreement assisted 

Sublime to sustain production 

levels, which is threatened by the 

lapsing of the NPA. 

NPAs provide relieves it is not 

sustainable due end date of 

contract. 

 

To provide sustainable 

solution electricity pricing 

regime must change into the 

one improving international 

competitiveness of SA local 

operations. 

Comment on the 

appropriateness 

of Sublime 

Technologies 

applying for a 

longer incentive 

pricing package 

in the future to 

remain 

competitive in the 

market. 

To remain competitive, a three-

year period was applied for and 

Sublime is likely to apply for a 

longer incentive pricing package 

in the future, because without the 

NPA, it is inevitable that the 

international shareholder will shut 

down the South African 

operations as it will no longer have 

the financial capability to support 

Sublime. 

NPAs by their nature have a 

limited duration of, for 

example, 3 years, 6 years or 

10 years and the operations 

of businesses may last for 

over 50 years, meaning NPAs 

are a temporary relief. 

Therefore, it is critical that 

current pricing within the ESI 

be changed to cater for the 

local operations to be globally 

competitive.  

 


