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As the primary body representing over 69% of all social housing
units in the country, NASHO strongly objects to Eskom's
proposed 36% electricity tariff increase for FY2025/26. NASHO
believes this significant hike will impose an unsustainable
financial burden on low-middle-income households, who already
spend much of their income on essential living costs. NASHO
also believe that one of the mandates of NERSA is to protect

vulnerable households from unfair electricity hikes to ensure
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1. NASHO BACKGROUND

The National Association of Social Housing Organisations (NASHO) is an independent
member-based association of 11 social housing institutions (SHIs), 4 Other Delivery
Agents (ODAs), 4 Municipal Owned Entities (MOEs) across South Africa and 1 support
organisation. The primary objective of NASHO is to assist in building a strong and
sustainable social housing sector in South Africa with Social Housing Institutions at
the heart of the delivery. Collectively, NASHO members own and manage over twenty-
seven thousand (27,000) out of the thirty-seven thousand (37,000) social housing units
in SA, providing subsidised rental accommodation for over 94,500 low-to-moderate
income persons throughout the country. NASHO members account for over 69% of
the total social housing units in the country.

2. OBJECTION TO ESKOM'S PROPOSED MYPD6 PRICE INCREASES.

NASHO firmly objects to Eskom's proposed tariff increases under MYPDG, as it will
severely impact low- and moderate-income households, who already face financial
strain. The proposed hikes of 36.15%, 11.81%, and 9.1% respectively, would place an
unsustainable burden on these households. Currently, these families dedicate a
significant portion of limited income toward essential needs, and they lack access to
the 50kWh Free Basic Electricity (FBE) allocated to indigent households, further
exacerbating the situation. NERSA must consider the vulnerability of these
communities and work to safeguard their access to essential services by curtailing the
rise of electricity poverty in South Africa.
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3. AN URGENT NEED TO PROTECT THE VULNERABLE MAJORITY SA

While NASHO's primary mandate is to support social housing, we recognise that low-
middle income households earning between R1,850 and R22,000 represent a
significant majority, making up 55% of South Africa’s total households in the country.
It is therefore significant that these households are protected, as they have limited
income and face considerable financial challenges. NERSA has a responsibility to
ensure the stability of electricity for the poor, regardless of the type of housing they
occupy, to prevent electricity poverty and further exacerbation of their strained financial
strain. The chart below shows SA households income distribution which highlights that
the maijority of South African Households are low-middle income, dominated by those
earning less the R1 850 (26%).

SA Income Distribution by Households
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Figure 1: Household income distribution, Quantec data.

The proposed 36% hike would only worsen the financial strain on these households,
undermining their well-being and security. Mitigating high tariffs is not just an economic
necessity—it is an ethical imperative for building a more equitable society.
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4. BASIC SALARY INCREASES ARE INSUFFICIENT TO SUSTAIN PROPOSED
HIKES

While NASHO's primary responsibility is focused on social housing, we also recognise
the important need to protect the interests of low-moderate income South African
households. With the proposed electricity tariff hike an alarming 55% of South African
(low-middle income) households will be adversely affected. This is a concern, given
that electricity tariff prices have surged a rate that outpaced both basic salaries and
the consumer price index (CPI).

Between 2019 and 2023, electricity costs rose by 11.9% (average) including an
exceptional 18.65% increase in 2023, and the approved 12.74% hike starting April
2024 while basic salaries increased by only 5% (average). During the same period,
the CPI, which measures changes in the price level of a market basket of consumer
goods and services, averaged 6% (average). These disparities underscore the
growing financial strain on low-middle-income South African households.

With a 7.7% salary increase against a 6.0% inflation rate, the real purchasing power
of households increased by 1.7% in 2023. This highlights the limited capacity for
vulnerable households to absorb additional financial burden, particularly in the context
of the proposed three-year hikes, particularly the 36.1% electricity increase for
2025/26. While the nominal salary increase may appear to be improving, the reality is
that most households are still grappling with the rising cost of living which is eroding
the real income. The 36.1% electricity increase of would eradicate the limited gains in
purchasing power (1.7%), further straining the tight household budgets. NERSA needs
to acknowledge and recognise that this hike is not only unreasonable but also
detrimental to the financial stability of low-moderate-income households.

The chart below illustrates that if electricity tariffs continue to rise faster than both basic
salaries and the CPI, low-middle-income households will face even greater challenges
in meeting their basic needs. Addressing these inequities is essential for ensuring the
financial stability and well-being of a significant portion of SA’'s population.
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Figure 2: Eskom and calculations based on Stats SA data

* The electricity hikes represent the financial year (FY). E.g., 2022 and 2023, represents FY2021/22, FY2022/23,
respectively.

5. NERSA'S MANDATE & RESPONSIBILITY TO SOUTH AFRICAN CONSUMERS

NASHO appreciates NERSA's mandate to provide a reliable and sustainable electricity
supply. However, NERSA's obligation to protect consumers against unfair price
increases is equally essential. Approving Eskom’s proposed increase would contradict
NERSA's responsibility to defend the interests of South African households, many of
whom already face financial instability due to rising utility costs

6. POTENTIAL IMPACT OF ESKOM'S PROPOSED ELECTRICITY TARIFF
INCREASES ON SOCIAL HOUSING

The proposed MYPDG6 tariff increase will directly harm low- and moderate-income
households within the social housing sector, exacerbating existing issues of
affordability and stability

6.1 Rental Boycotts and Sustainability Threats

Since 2020, rental boycotts, fuelled in part by high utility costs, have already affected
9 NASHO members. High tariffs will worsen this issue, limiting the capacity of social
housing providers to maintain properties, service debt, and provide security.
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The prevalence of rental boycotts in social housing has reached a critical point, with
some NASHO members facing dire circumstances that need business rescuing.

Addressing the issue of high electricity tariffs is essential to mitigate these challenges
and support the stability of social housing initiatives.

6.2 Risk of Energy Poverty

Higher electricity prices can force households to choose between heating/cooling their
homes and other essential needs, like food and healthcare. This condition, known as
energy poverty, can have dire consequences on health and well-being. NERSA must
consider that social housing households struggle to access the 50kWh free basic
electricity (FBE), and an additional 36% tariff increase will damage social housing
tenant budgets. The Eskom's suggested 36% hike will make access to electricity
unaffordable for basic cooking and lighting and drive social housing tenants and low-
middle income households to alternatives such as paraffin, candles and gas.

6.3 Economic Inequality

The widening gap between wage growth and electricity price increases exacerbates
economic inequality. Higher energy costs will disproportionately affect those already
struggling, widening the socio-economic divide.

6.4 Cost of Living Increase

With the CPI headline already outperforming income a sharp rise in electricity costs
will add to the overall cost of living. This can lead to higher prices for goods and
services, creating a knock-on effect that further erodes purchasing power.

6.5 Potential for Increased Debt:

As households struggle to keep up with higher utility bills, they may resort to borrowing
or accumulating debt to cover these essential costs. This can lead to a cycle of
financial instability and long-term economic hardship.

7. SOCIAL HOUSING HOUSEHOLDS: CURRENT INCOME DISTRIBUTION AND
STRAIN ON BASIC EXPENSES (AVERAGE)

The table below shows the monthly average income and spending towards utilities
and basic living expenses (school fees, groceries, education, and transportation)
across different income bands. Currently, social housing tenants earning between
R1 850 — R3500 gross household income per month spend almost 93% of their
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income on these basic living expenses, followed by tenants earning R6 700 — R11 300
who spend over 80% of their income on expenses on cover basic needs.

Income band

R1850-R3500

H/H Income :

R3500

Rental

Water

R1130

R123

Refuse

R131

Electricity
R695

Monthly

Unitlities (Curreny - R)

Sewarage

R348,95

Basic Living
Expenses

R830

Total
expenses

R3258

Income Less

Expenses
R242

Expense to
income

93,1%

R3501-R6 700
R6701-R11300
R11301-R15000
R15001 - R22 000

R6072

R9500]
R14292
R18544

R1873
R1972
R3762
R3800

R133
R148
R180
R246

R131
R131]
R131)

R131

R593!

R660
R724
R851

R338,25
R361,88
R361,68
R361,68

R804
R4 355
R3950
R6 525

R3873
R7628
R9 108
R11915

R2199
R1872
R5 184,
R6629

63,8%
80,3%
63,7%
64,3%

Table 1: Consolidated social housing tenants data (NASHO members)

This scenario highlights that tenants are already incurring an immense financial
burden, barely able to cover their basic needs. An additional 36.1% increase in
electricity tariffs for 2025/26 would exacerbate their financial stress. The limited
disposable income left after essential expenditures is already stretched thin. With this
significant electricity increase, tenants may find it increasingly challenging to manage
their monthly expenses, leading to potential defaults on rent or inability to pay for other
basic needs. The stretched income of the social housing tenants underlines the urgent
need for measures to protect low-middle-income households from unsustainable utility
cost increases.

8.

The table below illustrates a case where:

= Income increases by 5% (5 years average)

= Rentals increase by 5% (annual increase)

IMPACT OF UPCOMING ELECTRICITY HIKES ON LOW- TO MODERATE-
INCOME HOUSEHOLDS

= Electricity increases: (FY2025/26=36.1%, FY2026/27=11.8% & FY2027/28=9.1%)
= CPI headline increases by 6% (5 years average)

Scenario 1: Impact of Eskom’s proposed electricity tariff of 36% for FY2025/26

Income band

R1850 - R3500
R3501 - R6 700
R6701-R11300
R11301-R15 000

H/HIncome @
+5%

R3675
R6376

R9975

Rental @ +5%

R1187
R1967
R2071

R

Water +6%

130,21
R42,93

Refuse +6%
CPlheadline CPlheadline

R44,60

R139,07
R139,07

+36.1%

R945
R807

Monthly

Unitlities (Estimation - R)
Electricity @ Sewarage +6%
CPl headline

[FIE b EE
ryyrr
rerirr
NASHO

R369,89
R358,55

R139,07

R898

R383,59

Basic Living
Expenses +6% CPI
headline

R880
R852
R4616

Total
expenses

R3651

R4 166

R8 152

Income Less

Expenses

Expense to
income Ratio

99,3%
65,3%
81,7%

R15006

R3950

R44,60

R139,07

R984'

R383,38

R4 187

R9 688

64,6%

R15001-R22000

R19471

R3990

R44,60

R139,07

R1157

R383,38

R6917

R12631

64,9%

Table 2: Consolidated social housing tenants data (NASHO members) — Projections
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Scenario 2: Impact of Eskom’s proposed electricity tariff of 11.8% for FY2026/27

Monthly

Basic Living

Income band

H/HIncome @
+5%

Rental @ +5%  Water +6%

Refuse +6%
CPlheadline CPlheadline

Unitlities (Estimation - R)

Electricity @ Sewarage +6% Expenses +6% CPI

+11.8%

CPl headline

headline

Total
expenses

Income Less
Expenses

Expense to
income Ratio

R1850 - R3500 R3859 R1246  R138,02 R147,42  R1056,58 R392,08 R933 R3913 -R54 101,4%
R3501-R6700 R6694 R2065 R42,93 R147,42  R902,21 R380,06 R903 R4 441 R2253 66,3%
R6701-R11300 R10474 R2174 R44,60 R147,42  R1003,52 R406,61 R4893 R8670 R1804 82,8%
R11301-R15000 R15756 R4 148 R44,60  R14742 R110023 R406,38 R4438  R10284 R5472 65,3%
R15001 - R22 000 R20445 R4190 R44,60 R147,42  R1293,59 R406,38 R7331 R13413 R7032 65,6%

Table 3: Consolidated social housing tenants data (NASHO members) — Projections

Scenario 3: Impact of Eskom’s proposed electricity tariff of 9.1% for FY2027/28

Monthly

Unitlities (Estimation - R)

Basic Living
Rental@+5% Water +6% = Refuse +6% Electricity@ Sewarage +6% Expenses +6% CPI
CPlheadline CPIheadline +9.1% CPI headline headline

H/H Income @
+5%

Total Income Less
expenses Expenses

Expense to

Income band 5 K
income Ratio

R1850-R3 500 R4 052 R1308 R146,30 R156,26 R1152,73 R415,61 R989 R4 168 102,9%
R3501-R6 700 R7 029 R2 168 R42,93 R156,26 R984,31 R402,86 R958 R4712 R2317 67,0%
R6701-R11300 ‘ R10997 R2283 R44,60 R156,26  R1094,84 R431,00 R5187 R9 196 R1801 83,6%
R11301-R15000 | R16 544 R4 355 R44,60 R156,26 R1200,36 R430,77 R4 705 R10891 R5653 65,8%
R15001-R22000 R21467 R4 399 R44,60 R156,26 R1411,31 R430,77 R7771 R14 213 R7 254 66,2%

Table 4: Consolidated social housing tenants data (NASHO members) — Projections

The three scenarios above highlight that the requested electricity hikes of 36% for
Eskom's upcoming financial year (FY2025/26), followed by 11.8% in FY2026/27 and
9.1% in FY2027/28 by Eskom, will place a significant financial burden on low-
moderate-income households. As indicated in the previous section, social housing
households income barely covers basic needs. Therefore, an additional 36% increase
in electricity tariff will make it more challenging for households to go through a month.
If all three proposed hikes are approved, by FY2027/28, the most vulnerable
households earning between R1,850 and R3,500 could end up in a situation where
they are not able to cover their basic expenses as their total basic spending may rise
to almost 103%

9. SOCIAL HOUSING HOUSEHOLDS: UNABLE TO ACCESS FREE BASIC
ELECTRICITY WILL BE MOST VULNERABLE TO THE PROPOSED 36%
TARIFF HIKE

Most social housing tenants are indigent, but they cover their basic living costs without
the safety net of indigent subsidies (FBE) as a result of renting from institutional
landlords. Consequently, they bear all the financial burden of their utilities, significantly
straining their limited budgets. This lack of subsidy support leaves social housing
tenants vulnerable and highlights the need for policy adjustments to ensure that all
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qualifying individuals receive the necessary assistance, regardless of their rental
arrangements. Considering that the majority of social housing households are unable
to access FBE indigent subsidy because they are renting from institutional landlords,
Eskom's proposed electricity hike will further expose social housing households to
undue financial pressure.

10.INADEQUACY OF THE 50 KWH FREE BASIC ELECTRICITY ALLOCATION

Although all indigent South African households are allocated 50kWh per month as
basic free electricity for indigent households, majority of social housing tenants are
unable to access indigent subsidies including FBE since they rent their homes through
an Although the National Framework for Municipal Indigent Policies states that 50kWh
of electricity is sufficient for basic needs, Ledger and Rampedi (2022) Although the
National Framework for Municipal Indigent Policies states that 50kWh of electricity is
adequate for basic needs, Ledger and Rampedi (2022) raised concerns about the
adequacy of this amount in the book called Hunger for Electricity. In 'Hunger for
Electricity', they argue that 350kWh is the required minimum for basic electricity needs.
Ledger et al. (2022) argument is founded and supported by the data from the
Pietermaritzburg Economic Justice and Dignity group (PMBEJD), which collected
detailed information on expenditures for food and necessities in poor households,
including electricity. Their data showed that households with one person working full-
time at the national minimum wage purchase an average of 350kWh of electricity each
month. From 'Hunger for Electricity' findings, social housing households do not only
need to be considered for FBE, but there is also a need for households to be supported
in managing their electricity needs to avoid falling into energy poverty.

11.NASHO RECOMMENDATIONS ON ELECTRICITY TARIFFS INCREASE

In conclusion, while social housing represents a relatively small segment of the overall
housing market in South Africa, it plays a critical role in servicing a significant share of
low-moderate-income households. Social housing delivery agents provide subsidised
housing, and NASHO members accommodate over 94,500 family members within the
country.

Furthermore, NERSA needs to consider that social housing projects are situated in
urban areas (close to economic opportunities and places of employment), where the
total cost of living could be considered lower vs the township periphery. In contrast,
the vast majority of South African population lives in townships further from economic
opportunities and employment, where their transportation costs further strain their
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limited budgets. As the expense of commuting increases, so does the overall financial
burden on these households, making it increasingly difficult to meet their basic needs.

Given financial constraint challenges in low-moderate-income households, NASHO
firmly demands that the electricity hike be linked to the inflation rate, instead of
accepting the proposed hikes which is disproportionately higher. This adjustment
would help mitigate the probing electricity poverty and ease the financial strain on
vulnerable households who are already struggling with the impact of inflation on their
cost of living.

In addition, NERSA must consider supporting an increase in the free basic electricity
allocation beyond the current 50 kWh, particularly for social housing households that
do not benefit from this support due to renting from institutional landlords. Adjusting
this allocation is essential to help alleviate energy poverty and provide these
households with the necessary resources to manage their electricity needs effectively.

By preserving access to affordable electricity, NERSA can help advance an equitable
and sustainable future for South Africa. Protecting our vulnerable communities from
excessive utility costs is paramount to securing a stable and just society.

Compiled:

Mr Senzo Kubheka
NASHO Research Specialist

Signed:
Mr Karabelo Pooe
NASHO General Manager

[FIE b EE
ryyrr
rerirr
NASHO

Page |9



