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NOTICE TO ALL ALDERMEN & COUNCILLORS 
 
SPECIAL MEETING OF THE OVERSTRAND MUNICIPAL COUNCIL 
 
NOTICE IS HEREBY GIVEN that a SPECIAL MEETING of the OVERSTRAND MUNICIPAL 
COUNCIL will be held VIRTUALLY, on Friday, 27 February 2026 at 09:00 to consider the business 
set forth in the subjoined agenda. 
 
The attention of Councillors is directed to the Code of Conduct for Councillors, Schedule 7 of the 
Local Government : Municipal Structures Act, 1998 (Act 117 of 1998). 
 
DR D O’NEILL 
MUNICIPAL MANAGER 
 
KENNISGEWING AAN ALLE RAADSHERE & RAADSLEDE 
 
SPESIALE VERGADERING VAN DIE OVERSTRAND MUNISIPALE RAAD 
 
KENNIS WORD HIERMEE GEGEE dat 'n SPESIALE VERGADERING van die OVERSTRAND 
MUNISIPALE RAAD VIRTUEEL gehou sal word op Vrydag, 27 Februarie 2026 om 09:00 om die 
sake op meegaande sakelys te bespreek. 
 
Raadslede se aandag word gevestig op die Gedragskode vir Raadslede, Skedule 7 van die Wet op 
Plaaslike Regering : Munisipale Strukture, 1998 (Wet 117 van 1998). 
 
DR D O’NEILL 
MUNISIPALE BESTUURDER 
 
ISAZISO ESIYA KUBO BONKE OOCEBAKHULU NOOCEBA 
 
INTLANGANISO EKHETHEKILEYO YEBHUNGA LIKAMASIPALA WE-OVERSTRAND 
 
OKU KUKWAZISA ukuba INTLANGANISO EKHETHEKILEYO yeBHUNGA, LIKAMASIPALA 
WASE OVERSTRAND izakubanjwa NGEKHOMPYUTHA (virtually) uLwesihlanu umhla we 
27 Febhruwari 2026 ngeye-09:00 ukuqwalasela imicimbi ekule ajenda iqhotyoshelwe apha. 
 
 
OCeba bayacelwa ukuba baqwalasele isikhokelo sokuziphatha sooCeba, iShedyuli 7 kaRhulumente 
wooMasipala: uMthetho weeNkqubo zikaMasipala, uMthetho -1998 (uMthetho we-117 ka-1998).  
 
DR D O’NEILL 
LOMPHATHI KAMASIPALA 
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4. CONSIDERATION OF REPORT 
 
4.1 
APPLICATION FOR THE DETERMINATION OF A SPECIAL RATING AREA (SRA):  
GREATER SANDBAAI SPECIAL RATING AREA (GSSRA)   
 
D Louw Acting Director:  Financial Services 
17 February 2026 (028) 313 5090 
 

1. Executive Summary 
 

The purpose of this report is to present Council with the application received 
from the applicant, Mr Malan Ackermann, seeking Council’s approval for a 
special rating area (SRA) to be established in greater Sandbaai. 

 
The Steering Committee of the proposed greater Sandbaai Special Rating 
Area (GSSRA) now officially approached Council for approval for the 
establishment of greater Sandbaai as a special rating area in terms of the 
Overstrand Municipality:  Special Rating Area By-Law (the By-Law), 2016 
read together with the Overstrand Municipality:  Special Rating Area Policy 
(the Policy), as amended  (1 July 2025), to include all properties in the area 
bound by the eastern boundary Schulphoek Road up to the R43 and then the 
Hemel and Aarde Road.  The southern boundary – the coastline, the western 
boundary – Onrus River, and the northern boundary – Glen Fruin/Hemel & 
Aarde Village, but excludes Hemel & Aarde Estate.  This includes all areas in 
Ward 7 Overstrand Municipality excluding the Hemel & Aarde Estate.   

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate:  Financial Services  
Department:  Revenue Management 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance. 
Provision and maintenance of municipal services. 
Creation and maintenance of a safe and healthy environment. 
The encouragement of structured community participation in the matters of 
the municipality. 

 
4. Delegated Authority 

 
None 
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5. Legal Requirements 
 

Local Government:  Municipal System Act,  32 of 2000 (MSA) 
Local Government: Municipal Finance Management Act,  56 of 2003  
Local Government:  Municipal Property Rates Act,  6 of 2004 (MPRA  
Overstrand Municipality Special Rating Area By-Law, dated 21 October 2016 
(the By-Law,) 
Overstrand Municipality Special Rating Area Policy, as amended (the Policy) 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
In terms of Section 22(1)(a) of the MPRA a municipality may by resolution of 
its Council determine an area within the municipality as a special rating area.  
It is important to note that the purpose and objective of special rating areas 
are to only supplement or top up existing municipal services.  The MSA clearly 
defines a municipal service as a service that the Municipality can provide in 
terms of its delegated Constitutional powers and functions for the benefit of 
the community.  

 
Section 8 of the the By-Law specifically refers to Council’s decision after 
consideration of the application.  Section 8 inter alia provides for Council to 
either determine a special rating area in accordance with the business plan, 
refuse the application, or refer the application back to the applicant for 
amendments as the Council may direct. The Council may also determine a 
special rating area with such amendments or conditions as the Council 
consider to be in the public interest or Council can determine a special rating 
area in respect of a limited area in terms of section 9 of the by-law. If the 
application is refused, Council must provide reasons for such refusal in writing 
to the applicant within 30 days after the date of decision.  

 
Section 22(3) refers to the role and functions of the Municipality, including the 
determination of the boundaries of the area, how the area is to be improved 
or upgraded, the establishment of a separate accounting system, and the 
establishment of a committee of persons representing the community to act 
as an advisory or consultative forum for the municipality on the improvement 
and upgrading of the area.  

 
Discussion/Evaluation/Conclusion 

 
Property owners of the greater Sandbaai area identified the need to take 
ownership of their area and assist the Municipality to create a safe, clean and 
healthy environment to live in. 
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A Steering Committee consisting of property owners from the area was 
formed to pursue the SRA model which allows property owners to provide 
supplementary municipal services to improve and upgrade their area.  These 
services will be funded from an additional rate to be collected from the 
property owners in the area, in terms of the framework provided for in Section 
22(1)(a) of the MPRA, which allows a municipality to determine an area within 
that municipality as a special rating area, by resolution of its Council. 

 
The Steering Committee was guided through the establishment process as 
set out in section 4 to 7 of the Special Rating Area (SRA) By-Law and 
paragraph 10 of the SRA Policy:  

 
Initiation Phase: 

 
The municipality established an internal SRA working group consisting of 
representatives from relevant directorates/departments, inclusive of Legal 
Services, to facilitate discussions in order to fulfil the role of the municipality 
as defined in the By-Law and the Policy.  An introduction meeting was held 
with members of the Steering Committee on 13 April 2023 to inform them of 
the legislative requirements and timeline of the establishment process.  
During the initiation phase the Steering Committee was reminded that the 
committee must represent the community within the proposed SRA boundary.   

 
Following the formal request from the Steering Committee to initiate the SRA 
establishment process, the members signed a confidentiality agreement to 
ensure compliance with the Protection of Personal Information Act (POPIA). 

 
A data base comprising of all properties was submitted to the Steering 
Committee for verification which was preceded by an arrears profile which 
indicated a payment ratio of 97% for the period July 2022 to June 2023. An 
acceptable payment ratio allowed the Steering Committee to continue with 
the process and conduct an urban management survey to obtain insight into 
the current status of the area as perceived by property owners and people 
using the area. 

 
Business Plan Content: 

 
The urban management survey results indicated that property owners in the 
proposed Greater Sandbaai SRA mapped area focus on the following areas: 

 
Safe environment 
Clean and healthy environment 

 
The aforementioned formed the basis for compiling a draft business plan to 
address the need for supplementary municipal services to improve and 
update the area. It must be noted that the Urban Management Survey was 
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conducted based on a database including the property owners of the Hemel 
and Aarde Estate which area was subsequently excluded from the boundaries 
of the proposed SRA. 

 
The GSSRA Business Plan (1 July 2026 – 30 June 2031) consists of the 
Motivation Report defining the need and framework required to provide 
supplementary municipal services, an Implementation Plan proposing 
relevant action steps to implement the supplementary municipal services and 
the Term Budget, which reflects the funding required to provide these services 
(Annexure A). 

 
The GSSRA Business Plan was reviewed in terms of the SRA legislative 
requirements, affordability, and sustainability. 

 
First Public Meeting 

 
The draft Business Plan was presented to property owners and stakeholders 
of greater Sandbaai at a public meeting held on 9 January 2025 in the 
Sandbaai Hall in Sandbaai, after which the obtaining of support commenced.  
The notice and minutes of this meeting are attached as Annexure B. 

 
Obtaining Support: 

 
As the proposed GSSRA is regarded as a residential SRA in terms of the SRA 
legislation, 50% plus one (1) written support was needed before an 
application for establishment could be submitted to the Municipality.  The 
Steering Committee submitted their completed consent forms via email to the 
Municipal Manager on 29 January 2026.  Based on their own assessment, 
the Steering Committee was of the view that sufficient support had been 
obtained to proceed with the establishment of a SRA.  The consents were 
subsequently verified by the municipality to confirm whether the required 
support had been achieved. Upon verification, it was determined that the 
number of valid consents received did not meet the prescribed threshold of 
50% plus one (1). This outcome was formally communicated to the Steering 
Committee via email dated 3 February 2026 by the Acting CFO. The outcome 
as per the verification was as follows: 

 
Number of Consents as per Sandbaai Steering Committee 1 293 
Less:  Invalid / No Resolution -29 
Less:  Did not vote as per Overstrand verification -19 
Less:  Consents Revoked -25 
Less:  Voted Yes and No -6 
Less:  Voted NO as per Overstrand verification -1 
Number of valid consents as per Overstrand 1 213 

 
  



6 
 

AGENDA : SPECIAL COUNCIL MEETING 27 FEBRUARY 2026 
 
 

The 50% plus one (1) requirement is calculated as follows: 
 

Total number of properties on database 2 528 
Total number of consents required (50% plus one) 1 265 

 
The applicant had submitted a different database of consents with their 
application / submission dated 10 February 2026 where the total number of 
consents were indicated as 1 283. Our verification of the 1 283 revealed that 
only 1 220 of them are valid consents. 

 
Application: 

 
The Steering Committee submitted an application to establish the GSSRA as 
per the application letter received on 10 September 2025 (Annexure C) that 
included the following: 

 
• The Business Plan (Motivation report, Implementation Plan and 

Budget); 
• The written consent of property owners within the proposed SRA who 

will be liable for paying the additional rate; 
• Property database indicating consent to the SRA proposal per 

property; 
• Agenda and Minutes of public meeting held on 9 January 2025. 

 
The Steering Committee subsequently informed the municipality that they 
wish to exclude the Hemel & Aarde Estate from the GSSRA and submitted a 
letter to withdraw the application date. Considering that this is a material 
amendment to the application they were advised by the Municipality to 
withdraw their application and to convene a second public consultation 
meeting with the affected residents. The purpose of this meeting would be to 
clearly communicate the proposed boundary change, outline the implications 
thereof, and present the financial impact resulting from the exclusion.  

 
A second public meeting was held on 9 October 2025, at the AGS Auditorium 
in Long Street, Sandbaai (Annexure D).  Although the Steering Committee 
presented the required information to the residents, including the proposed 
amendment to the SRA boundary and its implications, no consent forms for 
the amended geographical area, business plan and budget were obtained 
from the affected property owners nor submitted to the Municipality thereafter.   

 
It should be noted that the requirement to obtain new consent from affected 
property owners arises directly from the statutory framework governing 
Special Rating Areas.   In terms of the Policy, the Business Plan which 
includes the proposed SRA boundaries, motivation, implementation plan, and 
term budget, forms an integral part of the formal application for establishing 
an SRA.  The By-law further requires that such an application must be 
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supported by the majority of property owners within the proposed SRA area, 
as contemplated in the Municipal Property Rates Act.  When the Steering 
Committee makes material changes to the application, such as amending the 
SRA boundaries, altering the Business Plan, and/or altering the budget, the 
original consents no longer correspond to the amended proposal. 
Consequently, property owners cannot be deemed to have supported a 
version of the application different from the one they initially considered, i.e. 
it cannot be considered to be informed consent. Therefore, in accordance with 
the requirement that the majority must support the exact application submitted 
to Council as defined by the By-law and reinforced through the Policy’s 
prescribed process, it became necessary for the Steering Committee to obtain 
new consents that specifically relate to the revised boundaries and updated 
Business Plan, which they failed to do. 

 
In addition to the aforementioned, it must be noted that in terms of section 
7(1) of the Overstrand Municipality’s SRA By-Law, the applicant must within 
14 days, or within such period which the CFO may approve, after the 
application was lodged, cause a notice of the application to be published in a 
manner approved by the CFO. Since the initial application was submitted on 
10 September 2025, it follows that the notice of the application should have 
been published by 24 September 2025.  This was not done.  Instead, the 
Steering Committee, on 26 September 2025, informed the Municipality that it 
is withdrawing the application submitted on 10 September 2024.  Although, 
as stated above, section 7(1) of the By-law provides that the notice must be 
published within 14 days after the application was lodged, or within such 
period as the CFO may approve, it is important to note that no request for the 
CFO’s approval of the late advertising was received, nor was such approval 
given.  Consequently, the application was already out of time by the time it 
was withdrawn.  

 
Notwithstanding the foregoing, an electronic copy of the second application 
for the establishment of an SRA was submitted on 10 October 2025. A hard 
copy together with an adjusted budget was submitted on 13 October 2025. 

 
Advertising of the application notice  

 
The application was advertised for public comments and objections on 
22 October 2025 in the Hermanus Times, in accordance with section 7 of the 
By-Law and paragraph 10.5 of the Policy.  The notice stated that property 
owners had the opportunity to submit their comments or objections to the 
establishment of the GSSRA to the Municipality until 1 December 2025 
(Annexure E). 

 
In addition, the notice was emailed to property owners in accordance with 
section 7(1)(b) of the By-law on 27 October 2025. It should, however, be noted 
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that the version of the notice distributed via email incorrectly indicated that the 
objection period would end on 21 November 2025 (Annexure F). 

 
Objections: 

 
A total of 96 objections were received as well as 39 cases where the property 
owner revoked his/her consent.  In terms of paragraph 10.5.3 of the Policy, 
the Steering Committee was required to engage with the objectors and to 
provide the objectors and Council with minutes of these meetings. The 
Steering Committee was advised to respond to every objection submitted, 
regardless of whether the objection contained stated reasons, in order to 
ensure full transparency in the objection-handling process and to maintain a 
comprehensive record demonstrating that meaningful engagement took place 
with all objectors. 

 
It should be noted that the Steering Committee did not meet with all objectors 
as advised and did not submit any outcome of the engagements held with 
objectors as required by paragraph 10.5.3 of the Policy. Accordingly, the 
application in its current form is incomplete and not compliant with the 
Overstrand Municipality Policy and By-law. The applicant states in a letter 
dated 10 February 2026 and delivered to the office of the Municipal Manager 
on 11 February 2026 that the purpose of the submission is solely for 
administrative intake and preparation and that NO COUNCIL DECISION OR 
APPROVAL IS REQUESTED OR IMPLIED AT THIS STAGE (Annexure G).   
The letter further correctly points out that the Council resolution can only be 
taken after the objection process is complete. However, section 8 (1) of the 
By-law stipulates that after the provision of section 4 to 7 have been complied 
with, the Council must, at a meeting of Council held within 90 days after the 
last date for the submission of objections, consider the application. The last 
date of the submission of objections was 1 December 2025 and therefore the 
Council must consider the application by no later than 1 March 2026.  

 
Final considerations: 

 
Paragraph 7 of the Policy provides as follows for existing relief in terms of 
exemptions, rebates and reductions (qualifying criteria applies): 

 
“7.1  The Overstrand Municipality’s Properties Rates Policy applies with 
the necessary changes to this Policy.  In particular, and without limiting 
the generality of the afore-going, […] the exemptions, rebates and 
reductions set out in the Rates Policy apply with the necessary changes 
in relation to the levying of an additional rate for special rating area 
purposes.” 

 
“7.2  Notwithstanding the provisions of paragraph 7.1 above, when the 
Municipality grants a partial rebate as set out in the Property Rates 
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Policy, the relevant property owner will be granted a full (100%) rebate 
in relation to the additional rate.” 

 
“7.3  Other policies approved by the Council apply with the necessary 
changes to the collection of additional rates in terms of the Policy, the 
By-Law and Section 22 of the Property Rates Act, including, but not 
limited to, the Overstrand Municipality Credit Control and Debt Collection 
Policy.” 

 
From the above policy considerations, it is clear that relief is granted to 
property owners who qualify for rebates or exemptions in terms of the Property 
Rates Policy, e.g. property owners qualifying for a pensioner’s rebate on the 
property rates or qualifying indigents will not be paying the additional rate.  

 
Annexure H provides a record of the consents submitted by the Steering 
Committee and the verification conducted by the office of the CFO and 
indicating that the required threshold was not met. 

 
The applicant did not comply with all the legislative processes and had not 
obtained more than the 50% + 1% support from property owners for the 
mapped area as required in the By-Law and Policy. 

 
The additional rate for the GSSRA will be considered for approval by Council 
as part of the annual budget and tariff determination process. The 
determination of the additional rate will be required only if Council approval is 
granted for the establishment of the special rating area. 

 
7. Financial Implications 

 
Source of Funding: Operating Budget Provisions 

 
 YEAR 1 

2026/2027 
YEAR 2 

2027/2028 
YEAR 3 

2028/2029 
YEAR 4 

2029/2030 
YEAR 5 

2030/2031 

SCOA Project Operational:  Typical Work Streams:  Property Rates Act 
Implementation:  Special Rating Areas:   
GREATER SANDBAAI SPECIAL RATING AREA (GSSRA) 

SCOA Item description 
(Expenditure) 

 Expenditure:  Transfers and Subsidies:  Operational:  Monetary    
 Allocations:  Private Enterprises:  Other Transfers Private   
 Enterprises:  Unspecified:   
 GREATER SANDBAAI SPECIAL RATING AREA (GSSRA) 

SCOA Item description 
(Revenue) 

Revenue:  Non-exchange Revenue:  Property Rates:  Special 
Rating Area 

SCOA cost account Budget reference 2026/2027 

SCOA business key Budget reference 2026/2027 

Budget provision (Excl. VAT) R1 894 461 R1 999 795 R2 162 016 R2 245 859 R2 303 867 

Balance available (Excl. VAT) R1 894 461 R1 999 795 R2 162 016 R2 245 859 R2 303 867 
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Total expenditure (Excl. VAT) R1 894 461 R1 999 795 R2 162 016 R2 245 859 R2 303 867 

Total income R1 894 461 R1 999 795 R2 162 016 R2 245 859 R2 303 867 

 
8. Staff Implications 

 
N/A 

 
9. Comments from other Departments, Divisions and Administrations 

 
The Principal Legal Advisor commented as follows:  

 
The following issues regarding the present application bears consideration: 

 
1. The applicant submitted the initial application on 10 September 2025, 

within nine months from the date on which the first public meeting was 
held as required in terms of section 4(3)(b) of the By-law.  However, the 
submission of that application was not advertised as per the 
requirements of section 7(1) of the By-law.  Only after the 14-day period 
was the application withdrawn. 

 
A second public meeting was subsequently held on 9 October 2025, 
pursuant to which a second application was submitted.  As per section 
4(3)(b) read with section 6(2), the second application as submitted within 
nine months from the date of the second public meeting. 

 
An argument could be made that the submission of the second 
application was irregular, as the first application was not properly 
advertised within the specified time period.  Even it is accepted that an 
extension was agreed to by the CFO, then the submission of a second 
application could still be considered irregular as it effectively provided 
the applicant with an opportunity to attempt to remedy defects in the first 
application.  Neither the By-law nor the Policy provides for withdrawal 
and re-submission of an application. 

 
2. The applicant’s notice in respect of the objection period was defective in 

that the date provided by when objections were to be submitted was 
erroneously indicated as 21 November 2025 as opposed to 1 December 
2025.  Even if this is considered a bona fide error, its consequence could 
be seen to negatively impact on the legitimacy of the objection process. 

 
3. It is the Municipality’s position that the requisite number of consents, i.e. 

50% + 1, have not been obtained.  Although the applicant and the 
Steering Committee have placed the calculation in dispute, it does not 
detract from the determination made by the CFO who is empowered in 
terms of the Policy and the By-law to consider applications received. 
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4. In amplification of paragraph 3 above, it is important to note that the 
geographical area of the proposed GSSRA was amended subsequent 
to the first public meeting.  This had a direct impact on the business plan 
and budget of the proposed GSSRA.  However, new consents were not 
obtained in respect of the amended GSSRA; rather, reliance was placed 
on the previous consents with a mere mathematical adjustment applied 
to exclude properties falling within the now excluded area.  This raises 
the questions whether the consents received can truly be regarded as 
“informed consent”.  Prima facie, this seems doubtful.  

 
5. Furthermore, on the steering committee's own version, in their letter 

dated 10 February 2026, they have not complied with the provisions of 
paragraph 10.5.3 of the Special Rating Area Policy read with section 7 
of the Special Rating Area By-law. Section 8 of the By-law provides that 
only after sections 4 to 7 of the By-law have been complied with, can the 
application be brought before Council who must consider the 
application.  In light of the incomplete / deficient application and the 
resultant non-compliance with the provisions of the Policy and the By-
law, even placing the matter before Council for consideration will be 
contrary to the provisions of section 8 seeing as section 7 in particular 
has not been complied with.  To do so could be considered ultra vires, 
i.e. outside the parameters of the law. 

 
6. Lastly, as previously communicated to the steering committee, there is 

no legal basis upon which the 90-day period can be extended. 
 

10. Annexures 
 

Annexure A: Greater Sandbaai SRA Business Plan 
Annexure B: First meeting notice and minutes 
Annexure C: Application letter 
Annexure D: Second meeting notice and minutes 
Annexure E: Notice of application 
Annexure F: Emailed notice of application 
Annexure G: Letter that the purpose of the submission is solely for   

administrative intake and preparation 
Annexure H: Verification of submitted consents 
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RECOMMENDATION TO THE COUNCIL:  
  
1. that it be noted that the application is incomplete on the applicant’s own 

version as set out in a letter dated 10 February 2026; 
  
2. that it further be noted that the verification of the CFO indicates that the 

required threshold of 50% plus one was not achieved; 
  
3. that, considering the incomplete and non-compliant application submitted by 

the Steering Committee (for the reasons set out herein above), Council, in 
accordance with the provisions of sections 8(1)(d) and 8(2) of the By-law: 

  
3.1 Refuse the application; 
  
3.2 Within 30 days from the date of the decision, furnish the applicant with 

written reasons for not approving the determination of a special rating area;  
and 

  
3.3 Inform the applicant of its right to re-apply to Council, within 6 months of 

Council’s decision, for determination of the special rating area, provided that 
such re-application has been appropriately amended in the light of the 
reasons for refusal. 

 
 
RESPONSIBLE OFFICIAL : D LOUW 
 B KING 
 
TARGET DATE FOR IMPLEMENTATION : 1 MARCH 2026 
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4.2 
OVERSTRAND MUNICIPALITY: ELECTRICITY TARIFFS FOR 2026/27 AND THE 
COST OF SUPPLY STUDY 
 
S Muller Chief Engineer: Infrastructure Services 
23 February 2026 (028) 313 8019 
 

1. Executive Summary 
 

The purpose of this report is to provide the necessary information and 
motivation regarding the 2026/27 financial year proposed electricity tariff 
changes as calculated by the Cost of Supply (CoS) study. 

 
National Energy Regulator of South Africa (NERSA) requires a CoS study to 
establish and design electricity tariffs that will enable the Municipality to provide 
the service required by customers and recover costs incurred to ensure the 
sustainability of the Municipality.  

 
The objective of a CoS study is to apportion all costs required to service 
customers among each customer class in a fair and equitable manner, thereby 
developing cost reflective tariffs. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate of Infrastructure Services 
Electrical Services 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
Creation and maintenance of a safe and healthy environment 
Promotion of tourism, economic and social development 

 
4. Delegated Authority 

 
None  

 
5. Legal Requirements 

 
Electricity Regulation Act (Act 4 of 2006), ERA 
Electricity Regulation Amendment Act, 2024 (ERAA) 
Electricity Price Determination Rules (2024) 
EPP, Electricity Pricing Policy, 1998 (GG No. 31741 of 19 December 1998) 
Municipal Finance Management Act, 2003 (MFMA) 
National Energy Regulator Act, 2004 (Act No 40 of 2004) 
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6. Background/Discussion/Evaluation/Conclusion 
 

Background 
 

The National Energy Regulator (NERSA) is a regulatory authority established 
in Terms of Section 3 of the National Energy Regulator Act, 2004 (Act No 40 of 
2004). NERSA’s mandate includes regulation of the electricity supply industry. 
According to Section 4(ii) of the Electricity Regulation Act, 2006 (Act No 4 of 
2006), the Energy Regulator must regulate electricity prices and tariffs. 

 
Policy position 23 of the Electricity Pricing Policy, 1998 (GG No. 31741 of 
19 December 1998) states the following: 

 
“Electricity distributors shall undertake Cost of Supply (CoS) studies at 
least every five years, but at least when significant licensee structure 
changes occur, such as in customer base, relationships between cost 
components and sales volumes. This must be done according to the 
approved National Energy Regulator of South Africa (NERSA or ‘the 
Energy Regulator’) standard to reflect changing costs and customer 
behaviour”. 

 
NERSA requires the following regarding municipal tariffs for electricity: 

 
• It should be in line with the NERSA Electricity Pricing Policy 
• All tariffs must be set as close as possible to the cost of supply 
• All small customers (domestic and business) should have fully cost 

reflective tariffs, with the following structure: 
 

o A basic charge to reflect the fixed metering, billing, revenue collection 
and customer services cost 

o A capacity charge based on the installed/limited capacity of the 
customer 

o An energy charge that covers the full energy cost, losses and surplus 
requirement. 
 

• All large customers should be charged a Time of Use (ToU) tariff with 
structure and slots as per the Eskom Municflex tariff applicable to the 
Overstrand area. 

 
A court order on 04 December 2025 ruled that Municipalities must submit their 
tariff applications to NERSA by 20 March 2026. A court ruling on 20 February 
2026 ruled that the deadline for tariff submissions to NERSA has been 
amended to 31 March 2026. 

 
Eskom advised on 13 February 2026 that their price increase for Municipal 
customers is 9.01% from 1 July 2026. 
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Discussion 
 

Overstrand Municipality commissioned a comprehensive electricity pricing 
study with the following three components: 

 
• Ringfencing electricity. The key objective of this part is to establish the true 

cost and revenue of electricity supply in the municipality. 
 

• The Cost of Supply study. The objective of the CoS study is to know the 
cost of supplying customers on each tariff and to compare this with the 
revenue from the current tariffs and thus the cross-subsidies. 

 
• Tariff study. The final step is to analyse the structure of the tariffs and how 

it differs from the cost structures and identify the cross-subsidies within the 
tariffs and then to provide new tariffs. 

 
Neil Lyners & Associates was appointed by Overstrand Municipality in March 
2022 to do a CoS study and to develop cost reflective electricity tariffs. One of 
the key members of the team was Energy specialist, Hendrik Barnard (of the 
company Elexpert), who is a national energy expert on CoS Studies and 
Electricity Tariffs. 

 
The study supplied detailed information on the following: 

 
• The real cost of supplying different customers, 
• The difference between costs and current tariffs and subsidies applied, and 
• The cost of various activities such as purchases, network and customer 

services, personnel costs, etc. 
 

This information was used to develop the following: 
 

• Formulate a pricing policy in view of the new information obtained, 
• Change tariffs to comply with the new policy set, 
• Formulate specific strategies of addressing cross-subsidies, 
• Develop management practices to address the high-cost items, 
• Develop marketing strategies to target opportunities offered by different 

tariffs. 
• Develop strategies which will facilitate the introduction of customer choice, 

and 
• Develop pricing strategies to integrate renewable energy into the system. 

 
The CoS study was presented to Council on 24 April 2023. 

 
For the proposed Eskom tariff increase, the Municipal electricity tariff increase 
was calculated as follows: 
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GI Expenses Contribution % Increase  Effective % 
BP Bulk Purchases 74.71% 9.01% 6.73% 
S Salaries & Wages 5.32% 6.75% 0.36% 
R Repairs and Maintenance 1.63% 13.86% 0.23% 
Dep Depreciation 3.73% 5.00% 0.19% 
FC Finance Costs 1.74% 6.34% 0.11% 
OE Other Expenditure 2.16% 3.70% 0.08% 
OH Overheads 10.71% 7.52% 0.81% 
  Total 100.00%   8.50% 

 
Evaluation 

 
The CoS study proposed the following: 

 
• Indigent customers must apply, and if qualified, will receive a subsidy 

covering the basic charge, capacity charge for 30 Amps, and Free Basic 
Electricity as prescribed in the municipality’s Indigent Policy. The subsidy 
will be offset by the Equitable Share Grant received from the central 
government.  

 
• All small customers (domestic and business) should have fully cost 

reflective tariffs, with the following structure: 
 

o A basic charge to reflect the fixed metering, billing, revenue collection 
and customer services cost 

o A capacity charge based on the installed/limited capacity of the 
customer 

o An energy charge that covers the full energy cost, losses and surplus 
requirement. 

 
• All large customers should be charged a Time of Use (ToU) tariff with 

structure and slots as per the Eskom Municflex tariff applicable to the 
Overstrand area. 

 
• Due to comprehensive nature of the tariff reforms, it was decided that the 

proposed recommendations be phased in over 4 years. The implementation 
started from the 2024/25 financial year (1 July 2024.) 

 
• The 2026/27 financial year will be the 3rd year of implementation of the 2022 

CoS. 
 

CoS 
Year 

Financial 
Year 

Eskom 
Increase 

Overstrand 
Increase 

Year 1 2024/25 11.32% 10.04% 
Year 2 2025/26 12.72% 9.96% 
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CoS 
Year 

Financial 
Year 

Eskom 
Increase 

Overstrand 
Increase 

Year 3 2026/27 9.01% 8.50% 
Year 4 2027/28 TBA TBA 

 
• A new CoS study must be undertaken in the 2026/27 financial year for 

implementation from 1 July 2027 as the 5-year validity period of the 2022 
CoS would’ve lapsed. 

 
The results of the CoS calculation for the proposed electricity tariffs for the 
2026/27 financial year are shown in Annexure B 

 
Conclusion 

 
The implementation of the detailed Ringfencing, Cost of Supply and Pricing 
Study includes: 

 
• Simplifying subsidies for indigent customers,  
• Phasing out of the inclined block tariff for electrical energy and replacing 

it ultimately with a flat rate, 
• Phasing in a Capacity Charge to enable consumers to choose the most 

appropriate and cost-effective electrical capacity connection they 
require, and 

• Large consumers should be charged a Time of Use (ToU) tariff with 
structure and slots as per the Eskom Municflex tariff applicable to the 
Overstrand area. This tariff allows for High- and Low Seasons as well as 
Peak, Standard and Off-Peak periods.    

 
The Municipality will be implementing the third year of the CoS study for 
2026/27. 

 
Eskom proposed a 9.01% increase in bulk electricity purchase tariffs which is 
an effective 8.5% increase. The CoS study was used to calculate the third-year 
implementation increase based on the 8.5% increase. The results are 
illustrated in Annexure B. 

 
7. Financial Implications 

 
Basis: Revenue in accordance with annual approved tariffs. 

 
8. Staff Implications 

 
None 
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9. Comments from other Departments, Divisions and Administrations 
 

Electrical Department: Senior Manager: G Lotter 
 

The Electrical Department supports the proposed 2026/27 electricity tariffs as 
calculated by the CoS study. 

 
10. Annexures 

 
Annexure A: Overstrand Cost of Supply and Tariff Study Executive Summary 
Annexure B: Electricity Tariff tables 

 
RECOMMENDATION TO THE COUNCIL:  
  
1. that Council takes note of the previously approved Cost of Supply study and 

the implementation thereof over a four-year period from 1 July 2024; 
  
2. that Council approves that the municipality implement the changes to the 

electricity tariffs, as advised in the Cost of Supply study, for year three 
(2026/27) of the four-year implementation plan; 

  
3. that Council takes note that a new Cost of Supply study will be undertaken 

in the 2026/27 financial year because the five-year validity of the 2022 Cost 
of Supply will lapse in 2027; 

  
4. that a public participation process be followed for the proposed 2026/27 

electricity tariffs;  and 
  
5. that the proposed 2026/27 electricity tariffs and the Overstrand Cost of 

Supply and Tariff study be submitted to NERSA for approval. 
 
 
RESPONSIBLE OFFICIAL :  S MULLER 
 CFO 
 
TARGET DATE FOR IMPLEMENTATION :  1 JULY 2026 
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