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NERT Communiqué No. 3 – July 2009 

Status Update of the Power Conservation Programme Sponsored by the 
Department of Energy (DoE) 

This Communication Brief by the National Energy Response Team (NERT) appointed by the DoE is to 
update all Key Stakeholders on the status of the PCP under development by the NERT PCP Work 
Group. 

The communiqué also wishes to recap on this Work Group’s purpose and key objectives and 
summarises the latest perspectives and short term plans as it relates to the South African Electricity 
Efficiency Programmes under development. This document is to be read with the communiqué sent 
out in April 2009; which sets the background on the programme, its various components and the 
scope and activities under management by the PCP Work Group 

The diagram on the next page illustrates the activities under PCP management: 
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Why it is imperative for South Africa the be more Efficient in its use of Electrical Energy 

The cost of building new generating capacity is becoming prohibitive and aggravates the global 
warming problem. In addition South Africa faces a severe lack of supply capacity all of which will 
seriously constrain the government’s objectives to create and even sustain jobs. The time has come 
to use existing resources and capacity to best effect and in so doing improve the reliability of supply, 
reduce the cost of electricity and reduce global warming. Improved use of electrical energy will also 
reduce the current financial burden on Eskom brought about by their new build programme. 

The current global economic crisis has fortuitously created a window of opportunity to implement a 
properly considered and well designed PCP. Unfortunately, the global economic downturn is only a 
temporary reprieve as normal electricity demand will return and existing generation capacity will 
remain constrained until additional capacity is brought into production. 

In summary, the country remains at risk of experiencing unplanned electricity blackouts for at least 
until 2015 and electricity efficiency is arguably the only short term tool with significant potential that 
we must exploit to mitigate this risk and create value for South Africa in the long term.  Whilst 
electrical energy efficiency will pay dividends now and in the long run, it is imperative that we 
conserve electrical energy as far as possible to allow for short to medium term system stability and 
economic growth. 

The first step and a key milestone for the Work Group is to ensure all customers who have the 
requisite metering systems formally agree with their electricity supplier their “reference annual 
consumption” and then the “adjusted reference consumption” as already agreed under the relevant 
ECS rules. 

It is important to note that other ministries in government are making available instruments under 
their control to promote electrical energy efficiency initiatives.  These initiatives form part of the 
country’s National Energy Efficiency Strategy which seeks to establish sustainable behavioural 
change in the usage of electricity. Provided these instruments are properly co-ordinated they will 
support the overall goal of achieving reductions in electrical energy usage. Such co-ordination falls to 
the Department of Energy and therefore to this Work Group. 
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Progress to Date 

The PCP workgroup’s task teams have been hard at work revising the draft rules published by the 
National Energy Regulator of South Africa (NERSA) on 18 December 2008, considering all the public 
comments received. The draft rules invoked huge public interest and NERSA received valuable 
comments from stakeholders and the general public. An agreement was reached with the NERT 
PMU, the DoE and NERSA to have the PCP workgroup championing the revision and finalisation of 
the ECS scheme rule recommendations. The current scope of work for these task teams is planned to 
be concluded in the third quarter of 2009, when a revised set of rules for the scheme will be 
finalised.  The progress being made by these task teams is satisfactory, with plans underway to 
hand-over a revised set of recommendations to NERT and on acceptance, to NERSA for publication 
and the continuation of the public participation process started in December 2008. 

Some of the task team initiatives include, amongst others, a model that will not only make the 
determination of the, “Adjusted Reference Annual Consumption” (ARAC) a lot easier but will also 
ensure a more consistent and fair implementation. 

It is also envisaged to implement the maximum possible flexibility that can be allowed within the 
constraints of the system to give consumers the ability to manage and control their respective 
“Energy Allocation”. This will allow consumers to avoid any penalties that may be imposed within a 
margin for error through simple electricity consumption controls.  

Note: Energy Allocation = A customer’s ARAC less the prescribed savings for that customer’s 
sector. NB: Government prescribed savings targets per sector have not as yet been set.   

Allocations Task Team (Establishment of customer ARAC). 

The most crucial element of the scheme relies on the registration of each customer’s ARAC.  The 
ARAC is an indicator of customer’s “normal” annual consumption immediately prior to the electricity 
crisis in early 2008 based on the actual metered electricity consumption in kWh, at all the customer 
points of supply, during the period October 2006 to September 2007 (period selected as the 
reference period). The establishment of the ARAC will assist all the other electricity efficiency 
initiatives towards quantifying and managing savings. ARAC’s will also allow for consumers of 
electricity to benefit from the various Government-led energy efficiency incentive schemes; while 
also giving customers the opportunity to understand possible implications of ECS on their electrical 
energy consumption into the future. Although the rules that will govern the reference consumption 
adjustment process will only be finalised by the third quarter of this year we propose, for now, to  
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use the set of rules published by NERSA in December 2008.  When the rules change, customers will 
be given an opportunity to revise their allocations.   

All consumers of electricity are encouraged to make use of this window of opportunity to evaluate, 
adjust, accept and confirm their ARAC.  

The phasing of consumers targeted for power conservation has not yet been confirmed.  We 
propose to start the process with consumers that use more than 25GWh per annum. 

Consumers are urged to establish and sign-off their adjusted reference annual consumption with 
Licensees as soon as possible. This process is the only opportunity that customers have to register 
and have recognised any past electrical energy efficiency improvements implemented.  

The PCP work group were informed by Eskom that to date 87% of KSAC’s members are actively 
engaged in finalising their ARAC’s of which 40% have been approved. 

Merit/Demerit Progress:   

The intent of a merit/demerit system is designed to encourage electricity efficiency in general and 
more specifically customer consumption behaviour. It is important to note that customers must 
conserve electricity by utilising all the energy efficiency initiatives available. The pricing signal or 
charge is only to ensure that the savings target is met if all else fails. 

The Merits/Demerits Task Team has achieved the following so far: 

• Agreed on the broader framework for merits/demerits  

• Agreed on the assumptions and boundaries around merits/demerits. The 
assumptions still need to be checked with the legal opinion from the NERT Legal and 
Tariffs Work group. 

• Agreed on an appropriate framework for disincentives for efficient energy 
management 

• The basis for the excess energy charge was agreed on, but the logic to  determine 
the level of the charge is still being debated and needs to be concluded 

• All the issues raised during the NERSA public consultation process have been 
debated and addressed, while suggestions were proposed to change the rules.  
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The scheme has been redesigned to allow flexibility via “roll-over” of allocations so that consumers 
cannot pay penalties for “accidental” over-consumption. Consumers will therefore only be liable for 
penalties for deliberate over consumption.  

The Control Band will be removed leaving the excess charges to be a two tier structure set at a level 
to discourage people from buying through, but to rather use alternative sources of energy to 
supplement their requirements in order to avoid paying penalties.  

The proposal is for any excess charge to be linked to an existing tariff (Megaflex: high demand peak 
energy price in zone 0) as it is the most cost-reflective option. This is easy to verify and closely 
resembles a constrained demand environment.  Different multipliers (non-linear) could be applied to 
the two tiers of the structure. The logic and most appropriate level of the charges are currently 
being finalised. 

RTC Trading Team Progress  

This task team is reviewing the proposals for establishing a Right to Consume (RTC) market, where 
registered consumers can trade spare rights to electricity.  There is broad support for the concepts, 
and advice is being taken from specialists in establishing the right structures to support such a 
market.  The developments around the establishment of an “Independent System Operator” must 
be factored into the developments as the System Operator plays a crucial role in future trading. 

Electricity Growth Management (Managing New Applications) 

The Electricity Growth Management (EGM) Task Team has developed an EGM framework that allows 
for the allocation of scarce electricity supply to new applications.  The framework allows for 
categorisation of applications based on size and type of application to ensure that power is allocated 
to applications that will have the best socio-economic benefit for the country, while not creating an 
administrative burden on the Licensees.  The draft rules for the EGM portion of the PCP framework 
are currently ready for integration with the larger PCP rule set. 

The Way Forward 

As we move further into the third quarter of 2009, the NERT PCP workgroup task teams will intensify 
efforts to finalise the revised scheme rules. The public comments and participation process to be 
administered by NERSA will follow; the dates for this process will be advised in a later communiqué. 
Licensees, customers and government will engage in implementation preparations to ensure that 
the scheme is implemented in a consistent manner nationally.  
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Communication efforts will be increased towards the end of 2009 into early 2010 to apprise 
stakeholders on progress, the various milestone dates, and their role leading up to the expected 
adoption of the revised ECS. 

If you have any queries or require additional information with regards the PCP NERT Workgroup 
activities, e-mail us on info@nert-pmu.co.za.  You are also invited to view our website on 
www.savingenergy.co.za, for valuable information on the broader Energy Efficiency drive. 

 
 
Regards 

 

Mike Rossouw 

NERT Chairperson: Power Conservation Programme  

 
 
 
 
 
 
 
 
 


