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Legislative Framework of the EDI
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SALGA EDI Reform Initiatives

Phase 1
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• Analyse the current performance of the South African EDI 

• Potential future impacts of the energy transition and 
power sector reform on the municipal business model.  
Present suitable international best practice examples for 
possible adaptation and transition strategies of 
(municipal) distributors.

• Conduct  strategy seminars and discuss the findings of the 
study above with the objective of developing a shared 
perspective of the status quo and a vision for the 
potential future structure of the South African EDI.

• Prepare a final position paper and report with 
recommendations for the further development of the 
South African EDI towards sustainability, including its 
potential future structure, business models and revenue 
streams for municipalities, including the results from the 
above. 

Phase 2

• Develop a strategy for reform of the EDI which clearly 
spells out the vision and objectives of the reform process 
and the approach to be taken to achieve the vision.

• Draft an overall phased implementation plan which 
translates the strategy into action with milestones, 
timeframes, activities and roles and responsibilities.

Completed 2023 Approved by NEC March 2025



National Reform Initiatives

Energy Wholesale Market
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Transition to Competitive Trading: move 
South Africa away from the traditional single-
buyer model (Eskom monopoly) towards a 
competitive electricity market. 

Market-Based Price Discovery:Electricity 
prices will increasingly be set by market 
dynamics (supply and demand) instead of 
being centrally determined. This is expected 
to encourage cost-reflective tariffs, efficiency 
in generation, 

Phased Implementation under Market 
Reform: broader Electricity Market Reform 
Roadmap led by the DEE and Eskom’s 
unbundling. Initially, it will start with a 
transitional market (bilateral contracts and 
day-ahead trading) before evolving into a 
fully-fledged competitive wholesale market 
aligned with global best practice.

Metro Trading Services Reform

Shift to Independent Trading Entities: 
restructure electricity trading functions into 
ring-fenced or corporatised trading entities. 

Enhanced Market Participation: enable 
metros to participate more actively in the 
Wholesale Energy Market , allowing them to 
buy electricity from multiple generators (not 
only Eskom) and sell to customers. 

Improved Governance and Financial 
Sustainability: strengthen governance, 
billing, and revenue collection systems. The 
reforms are designed to reduce cross-
subsidisation risks, improve creditworthiness, 
and ensure municipalities remain viable

NECOM EDI Reform Roadmap
Context: NECOM’s reform roadmap seeks to 
stabilise, restructure, and modernise the EDI to align 
with the broader electricity supply industry (ESI) 
reforms

Key Pillars 

• Industry Restructuring & Consolidation Move 
towards a fewer, stronger distribution entities 

• Financial & Governance Reform Address 
municipal debt to Eskom through structured 
repayment, incentives, and revenue 
protection. 

• Strengthen governance, billing systems, and 
creditworthiness of distributors to ensure 
long-term financial sustainability.

• Market Integration Prepare distributors 
(especially metros) to buy power through the 
WEM from multiple generators, 

• Investment & Modernisation Mobilise funding 
for refurbishment of ageing networks, 
digitisation etc. 

Phased Implementation Approach

• Pathway and voluntary approach 



National Reform Initiatives..2

Just Energy Transition
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Shift from Coal to Renewables: 

South Africa is gradually moving away from coal towards clean 
energy sources like wind, solar, and green hydrogen to meet 
climate commitments.

Protecting Jobs and Communities: 

The transition is designed to be “just” by supporting coal workers, 
vulnerable communities, and coal-dependent municipalities 
through retraining, social support, and local economic 
diversification.

International Climate Finance: 

South Africa has secured global funding (JETP – $8.5 billion) to 
support renewable energy projects, grid upgrades, and 
community development while ensuring energy security.

Customer Transition (Not National but Organic)

From Passive Consumers to Active Participants

Customers are no longer just buying electricity; they are becoming 

“prosumers” who can generate (e.g., rooftop solar), store 

(batteries), and sell back power into the grid or market.

Adoption of New Technologies & Choices

Households, businesses, and industries are transitioning to 

renewable energy, smart meters, electric vehicles, and energy 

efficiency solutions, giving them more control over usage and 

costs.

Shifts in Tariffs and Market Access

As South Africa reforms its energy market, customers will gain 

direct access to multiple suppliers (not just Eskom/municipality), 

but must also adapt to cost-reflective tariffs and new billing 

models.



NECOM Reform Initiatives

EDI Reform issues formed part of Workstream 9 under NECOM 1.0
• Eskom and SALGA motivated that EDI Reform should receive dedicated 

attention in NECOM 2.0 owing to the urgency of the situation

Workstream 5: EDI Reform was subsequently established, co-chaired by 
SALGA and Eskom 
• It includes a dedicated Workgroup 5.1: EDI Reform Roadmap (also co-

chaired by Eskom and SALGA)
• The following have been actively participating in the NECOM process: DEE, Eskom, 

SALGA, NERSA, COGTA, National Treasury, JET PMU, SANEDI, MISA, and AMEU
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Context
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Recent developments in the EDI demonstrate that reform is urgent

There is a decline in service delivery
• Grid breakdowns are contributing to regular power outages - Consumers are 

experiencing “Loadshedding 2.0” in many places
• The backlog in infrastructure maintenance and refurbishment is huge

Eskom and munic utilities are in financial crisis 

● Customer debt to Eskom and municipalities is growing
● Munic debt to Eskom is spiralling out of control: R94.8bn (Dec 

2024)
● Munics are losing money on electricity provision

Technology and market reforms require urgent upgrading of grids to 
enable SSEG, wheeling, trading, etc
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Municipalities are, on the whole, no longer generating electricity 
surpluses

Source: National Treasury Section 71 report: revenues minus operating expenditures
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The challenges experienced in the industry can be 
grouped in Compliance and Reform challenges
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The Vision and Objectives were agreed upon 
by the Stakeholders
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01

02

03
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06

Sustainable, efficient, well-resourced and compliant 
electricity distribution industry. 

Improved service delivery to unlock economic 
growth

Market reform & access to all forms of energy for 
the benefit of the customers. 

Access to the market on a fair and competitive basis. 

Enhanced business “line of sight”.

Increased flexibility and adaptability to the 
changing ESI. 

07 Enrich the governance & capacitate the Municipality 
with new skills to ensure survival.

“A sustainable, well-resourced 
and managed EDI that delivers 
sustainable, affordable, reliable 
electricity distribution services 

for all, that adhere to JET and is  
able to function effectively 
within the energy market.”

Vision

Objectives are defined as the longer-term outcomes that 
Municipalities want to achieve with the EDI Reform. Objectives 

guide actions and decisions

A vision is an inspiring picture of a preferred future.  It 
is not time-bound and serves as a foundation for all 
policy development and planning.



What outcomes are we aiming to achieve? 
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Workstream 5 stakeholders have identified the characteristics of the Utility 
of the Future. This utility:

1. Is financially and operationally sustainable
2. Is cost-efficient
3. Provides reliable, high quality electricity
4. Provides affordable and inclusive access to low-income households
5. Adapts to and mitigates climate change
6. Is customer-centred
7. Deploys modern, smart technologies that respond to market reforms
8. Is innovative
9. Is aligned with  South Africa’s policy and regulatory environment



Guiding Principles
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Leadership recognises the long-term sustainability of the EDI as strategically important to SA Inc and acknowledges that 
achieving sustainability requires mandated reforms. (Assert SA, continental, and global energy leadership)

The EDI reform must address the energy trilemma of affordability, access, and sustainability. (Achieve universal access, 
availability, affordability and quality)

Fairness and equity should characterise EDI reform solutions for all sector participants. 

The successful reform of the EDI requires regulatory capacitation to enable the consistent compliance and enforcement of a 
sound and future-fit regulatory framework. 

The EDI must be modernised and digitalised in a structured and phased manner to ensure a robust, effective and sustained 
response to a changing sector structure. (Drive industrialisation and lead innovation)

The underlying funding and revenue model of the EDI must be addressed to enable EDI sustainability.

Stakeholders have identified the following as the guiding principles that 
should underpin the Reform Roadmap (Minister’s priorities in red):



Agreement on key issues
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NECOM stakeholders agree on the following:
1. Reform is necessary!
2. The reform process recognises the constitutional authority of 

municipalities over electricity, while acknowledging that the 
“authority” and “provider” roles can be separated 

3. The lack of compliance is a central problem in the EDI - regulatory 
enforcement is key

4. The Reform Roadmap should make recommendations on 
addressing both the current crises as well as the longer-term 
sustainability issues



The “Pathways” Approach
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Stakeholders have converged on an approach for EDI 
Reform: the Pathways Approach

• Eskom and munics choose which pathway they are on, informed by 
robust assessments

• Each pathway requires the implementation of reforms
• These reforms are voluntary for Pathways 1 and 2
• For Pathway 3, if performance does not improve, it will trigger 

mandatory actions (including alternative service delivery 
mechanisms and consolidation)

• This reform process will likely result in significant consolidation of 
service provision

• This approach works within the existing constitutional and 
legislative framework



A critical question during the implementation: 
Is the Municipality capable to deliver its mandate?

The Question is answered by rating the 
capability against a generic Distribution 

Utility Business Capability Model
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Note: These options are not mutually exclusive, but have been shown as separate options to avoid complexity.



Nine potential options were identified and grouped in 
short-medium-longer term based on viability
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Distribution Network owner 

Wires/Network Service Provider

Electricity Distributor (Bundled 
Wires/network  & Retail)

Network Related Service Provider

Aggregator

Trader

Distribution System Operator (DSO)

Distribution Market Operator 
(DMO) or Distribution Energy 

Trader (DET)

Retail 

Its important to note that Municipalities may participate at different levels as there is no “one size fit all”. 
A hybrid approach is most likely.

Short-Term
(2-3 years)

Medium-Term
(4-5 years)

Longer-Term
(5+ years)

Refer to Annexure B detail for Option description 
with enablers, benefits & risks



Service Delivery Options

1. Single Municipality through its own 
Utility as per normal internal 
department service delivery [MSA 
76(a)]. 

2. Joint Municipal Utility which is an 
external alternative via a 
neighbouring Municipality [MSA 
76(b)(ii)]. 

3. District Municipal Utility, which is an 
external alternative via a 
neighbouring Municipality [MSA 
76(b)(ii)]. 

4. External service provider via a 
company or other institution through 
an SDA [MSA 80(1)(b) & MSA Chapter 
8A]. 
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A capable Municipality is supported by enabling 
systems and technologies
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EDI Reform Roadmap Timeframes
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Roadmap timeframes:
• Draft Roadmap in presentation format for consultation (April 30; 

completed)
• Draft Roadmap in Word format sent to stakeholders for comment (May 

16)
• Roadmap signed off by NECOM for submission to Minister for approval: 

June 2025

Proposed process after Roadmap completed:
• Consultation on Draft Roadmap, led by Minister (June-July)
• Roadmap submitted into the Cabinet process (End July)



Conclusion

It is acknowledged that a flexible approach is required since there are:
–  Utilities who are well positioned to leverage their current status and can participate in the envisaged reformed ESI.

– Utilities who are well positioned to leverage their current status, "expand their footprint"  and participate in the envisaged 
reformed ESI. 

– Utilities who require improvements towards meeting their "capable" Utility status, address their compliance gaps and to get ready 
for participation in the envisaged reformed ESI. 

– A group of Utilities that will just not be able to meet the "capable" Utility or compliance status or be able to participate in the 
envisaged reformed ESI. 

The key elements of the EDI reform Roadmap from a Municipal perspective can broadly be categorised as: 
– Capable local governments retain the responsibility for electricity distribution, as provided in the Constitution, but have an 

obligation to ensure that the service is provided reliably and cost-effectively (in terms of national minimum standards and 
framework for a capable Utility). 

– National Government, National Treasury, NERSA and SALGA to ensure that Municipalities are held accountability for performance in 
terms of clear operating licence conditions and with a credible threat of penalties or the withdrawal of the licence where licence 
conditions are not met.

– Municipalities continue to provide electricity related services themselves where they are capable to do so reliably and cost-
effectively.

– Where Municipalities do not wish to or are not able to provide electricity reliably and cost-effectively, these Municipalities pursue 
alternative mechanisms e.g. enter into a service delivery agreement with a competent and efficient electricity distributor.
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Final Observation

If a specific Municipality do not have the capacity or competencies to deliver the 
electricity distribution related services as per the Constitution, there must be a “sunset” 

clause for such a Municipality. 

The non-performance or unsustainable EDI performance must not be allowed to 

continue. 
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www.salga.org.za

www.salga.org.za

Thank You

https://www.salga.org.za/
https://web.facebook.com/SALGAGov/
https://twitter.com/SALGA_Gov
https://www.youtube.com/channel/UCTHeKe8j5ShddbMyyipGMRA
https://www.instagram.com/salga.org.za/
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