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Eskom - too big to fail 

The World Bank has labelled Eskom "too big to fail" (www.polity.org.za); too 

important for the South African economy to allow to sink into the financial abyss 

that it faces. Local government is a key to its survival, although both threaten the 

other - Eskom is clearly compromised by the sector's massive R17bn debt (although 

in large part due to a handful of errant municipalities*), while municipalities are 

undermined by the above-inflation tariff increases that the state-owned entity 

(SOE)'s operational and managerial crises have precipitated. The combination of 

recessionary pressures on consumers and high bulk utility fees constrict 

municipalities' ability to raise revenue surcharges from electricity 

distribution. Eskom's current perilous financial position is therefore likely to loom 

large over local government, and its finances, for the foreseeable future. 

Crippling and reinforcing debt 

Municipalities owed Eskom a ballooning R17bn, as of November 2018 (www.iol.co.za). An inter-ministerial committee 

(IMC) on governance and administration has suggested that the crisis might be mitigated by the use of pre-paid meters, an 

independent collection agency, and review of the interest rate charged by Eskom (www.iol.co.za).   

But this is just one of the SOE's problems. As all South Africans are aware, capacity constraints and maintenance issues 

periodically impose massively unproductive load-shedding on the country, with only 30,000MW of Eskom's 45,000MW 

capacity considered reliable, and the cost of electricity has increased four-fold since 2009 to fund desperately-needed 

infrastructure investment (www.fin24.com).  

What is also unfolding is the sorry state of the SOE's finances, with the utility dropping from an A1 investment grade rating 

in 2008 to CCC+ (junk) rating in 2018, and borrowing used for repayments of R400bn in debt - an untenable situation - 

especially for a company that recorded a net loss of R2.3bn last year, and with a further loss of (at least) R11.2bn projected 

for this year (www.fin24.com, businesstech.co.za). 
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Unpalatable job cuts (only 14,000 of the SOE's 48,000 employees are said to be needed), and higher utility fees are the 

only likely way to Eskom seeing its way out of its current crisis (businesstech.co.za), with likely pressure to be passed down 

to an already financially teetering local government. 

The list below shows up the municipalities most likely to be affected by high electricity tariffs, given their reliance on 

electricity income for operating revenue. It is clear that Eskom's problems will be shared in the months and years ahead by 

all South Africans, and in a number of cases, very acutely by local government. 

The most electricity reliant municipalities (electricity revenue as %  of operating 

revenue) 

1.  Enoch Mgijima (EC)- 88.20% 

2.  Emalahleni (Mp)- 87.80% 

3.  Inxuba Yethemba (EC) - 58.20% 

4.  Langeberg (WC) - 56.60% 

5.  Rustenburg (NW)- 54% 

6.  Abaqulusi (KZN)- 53.90% 

7.  Drakenstein (WC) - 51.10% 

8.  KwaDukuza (KZN) - 48.60% 

9.  uMhlathuze (KZN) - 47.90% 

10.  Dawid Kruiper (NC) - 46.20% 

11.  Makana (EC) - 45.30% 

12.  Blue Crane Route (EC) - 45.30% 

13.  Ventersdorp-Tlokwe (NW) - 45% 

14.  Greater Tzaneen (Lm) - 44.90% 

15.  Lekwa (Mp) - 44.70% 

16.  The Msunduzi (KZN) - 42.90% 

17.  Witzenberg (WC) - 42.10% 

18.  Mooi Mpofana (KZN) - 42% 

19.  Swartland (WC) - 41.80% 

20.  Hantam (NC) - 41.40% 

Adapted from Municipal IQ's Monitor of Water and Electricity Revenue and Expenditure, data from National Treasury, 

Section 71 MFMA returns for 2017/18 

The worst municipal offenders 

 The top 20 defaulting municipalities account for 82% of total municipal arrears debt, and almost 48% of this is owed 

by Free State municipalities (www.fin24.com).  

 23 municipalities have a total arrears debt of more than R100m each - excluding Soweto, which is provided electricity 

directly, and which saw debt rising from R8.6bn in March 2015 (notwithstanding a debt write-off in 2003) to R15bn 

in October 2018 (www.fin24.com).   

 Maluti-A-Phofung owes Eskom R2.8bn, with Eskom looking into direct payment agreement with 

consumers (www.thesouthafrican.com). 

 Matjhabeng, with 49,000 Eskom customers, owes the utility R1.8bn (www.thesouthafrican.com). 

 eMalahleni owes R1.6bn, with over 117,000 Eskom customers, and is said to have defaulted on a payment 

plan (www.thesouthafrican.com). 

 Ngwathe owes R900m but is implementing a repayment agreement (www.thesouthafrican.com). 

 Thaba Chweu owes Eskom R431m, with an interdict being sought to avert an Eskom cut (www.thesouthafrican.com). 
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 Naledi (North West), has 17,500 Eskom customers and owes R280m and is being subjected to court 

action (www.thesouthafrican.com). 

 Masilonyana owes R39.8m and is being subjected to power cuts, while the same is threatened for defaulting Tokologo 

and Nala (www.thesouthafrican.com). 
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