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Executive Summary 

Based on the spending review undertake on the Integrated National Electrification 

Programme, this section sets out the emerging findings identified to the Programme.  

Main Discovery  

▪ Budget:  The department will require R41.5 billion to address the backlog in the next 

10 years (assuming no growth), but R43.4 billion (using a 4.4% cost assumption). 

▪ Future allocations should be based on past expenditure and not on past 

appropriations. It is recommended that the Integrated Master Plan include the 

forecasting, costing and formulas for allocations are completed, to ensure allocative 

efficiency, improvement expenditure and performance to enable more evidence based 

decisions.   

▪ Planning not executed accurately 

▪ Backlog: The analysis revealed that the programme has a significant backlog on 

households to be electrified, it is critical that the department finalises the Integrated 

Master Plan to ensure that areas are clearly mapped in order for licensed municipalities 

and Eskom to electrify its designated areas according the plan. 

▪ Oversight allocation for the programme must be reviewed going forward to ensure the 

quality oversight over the projects bring value for money  

 

Recommendations  

Planning: The analysis reveals that the planning of the programme should be implemented 

accurately through the utilisation of a costed Integrated Master Plan, which will assist in 

outlining where resources should be directed.  

 

Resourcing: The analysis also reveals that the Department of Mineral Resources and Energy 

staff complement to perform the oversight function of the programme is not sufficient. There 

is currently 48 officials (employed within the Department of Mineral Resources and Energy) 

working on this programme, of which 23 officials are placed at the head office and 25 are 

placed at the regional office. This staff complement is responsible for the administrative and 

technical oversight of the programme. There are 1833 projects that has to be overseen (± 38 

project per official); therefore, more resources are required since the number of projects are 

increasing over the years. It is recommended that the oversight allocation for the programme 

must be reviewed going forward.  

 

Expenditure Trends: Only R11.5 billion has been spent over the past three years which 

equates to 71% expenditure (R16.3 billion). Since expenditure is decreasing over the years, 

future allocations should be based on past expenditure and not on past appropriations. In 

addition, it is critical that the Integrated Master Plan that includes the forecasting, costing and 

formulas for allocations are completed, to ensure allocative efficiency, improvement 

expenditure and performance to enable more evidence based decisions.  

 

Performance trends: The programme has not been achieving its set targets over the years, 

resulting in the programme not meeting its policy objectives. Thus, it is crucial that the human 
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capacity and the required infrastructure is in place to ensure that the set performance targets 

are met.  

 

Non-grid programme: The programme is a good temporary solution, which currently has 

solar packs with inverters and the electricity comes as Direct Current (DC). However, this 

model has limitation to household in that they are unable to use their appliances, which comes 

as Alternative Current (AC).  We strongly believe that the programme is a good solution, 

however for it to be effective, it is critical that the department explores the programme with 

various other technologies such as island grid, gas and battery storage.  

 

Unit cost: The analysis revealed that there is a variance between the planned costs and 

actual costs per province. It is recommended that the department must undertake further 

research on the unit costs.   

 

Backlog: The analysis revealed that the programme has a significant backlog (2 million 

households) on households to be electrified, therefore it is critical that the department finalises 

the Integrated Master Plan to ensure that areas are clearly mapped out in order for licensed 

municipalities and Eskom electrifies its designated areas according the plan. Furthermore, 

based on the current connections for the past three years, the programme connected on 

average 198 030 per year. As set out in the NDP, the programme is meant to connect all 

households to the grid by 2030. There is about 10 years left to achieve this goal. Based on its 

current performance, the department is only likely to connect 1.9 million households by 2030 

(assuming there is no growth in the backlog).This means that the department will require 

R41.5 billion to address the backlog in the next 10 years (assuming no growth), but R43.4 

billion (using a 4.4% cost assumption).  

 

Pre-engineering funds: To ensure the acceleration of the Municipality component of the 

programme versus the sustainability of the programme, it is critical that the funds that are 

made available for planning purposes are utilised to inform the project scheduling and costing 

to avoid under/over budgeting.    

 

Role of AMEU and SALGA: The strategic functions of both parties must be clear and the role 

of each must be outlined in relation to the Integrated National Electrification programme.   

 

The importance of discovery and implementing the recommendations is to ensure that the 

programme is implemented in an effective and efficient manner in order to support the National 

Development Plan, which envisages that South Africa must have an adequate supply of 

electricity. 
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Summary 

The Integrated National Electrification Plan (INEP) development is undertaken with the view 

to develop a sustainable scoping, costing and implementation strategies, to garner for 

opportunities in providing reliable power distribution system for the existing and future 

requirements of the residents and industries in the country area. 

 

Integrated National Electrification is a Programme under the Department of Mineral Resources 

and Energy (DMRE), which is responsible for planning, funding and administration of the 

Integrated National Electrification Programme (INEP) grant; and makes transfers to Eskom, 

municipalities and private service providers for the Non-Grid.  

 

The programme has been allocated a budget of R16.3 billion over the past three years and 

only spent R11.5 billion.  

 

The programme is intended to connect poor residential households to the grid and non-grid 

specifically in the formal, rural areas and informal settlements. To date, the programme has 

connected 14.8 million households to the grid over 19 years. The backlog is at around 2 million 

households, which is largely in the Gauteng province (655 245 households or 31.2%) and 

KwaZulu Natal province (407 124 households or 19.4%) as outlined in the graph below:  

 

Figure 1: Backlog vs Connections 

 
Source: 2016 Community survey  

 

Problem Statement  

The programme has seen an increase in the cost of connections in recent years and an 

increase in underspending, particularly with Eskom (7% increase in cost of connections and 

31.2% increase in underspending) and the non-grid programme (1% increase in cost of 

connections and 24.4% increase in underspending).  
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The Department of Mineral Resources and Energy has not yet developed the integrated 

Master Plan which informs the rollout of electricity connections and which technology to use 

for universal access. The plan is anticipated to be completed by the end of March 2023. The 

lack of this plan means that there is no current framework, which the department will used to 

inform the rollout of electrification to ensure universal access.  

 

The spending review will focus will on:  

• Examining the historical spending patterns and trends at national, municipal and 

Eskom levels. 

• Determining the unit costs of household connections at municipal, Eskom and non-grid 

levels. 

Expenditure Analysis  

Figure 7: Expenditure per province    

 

1.1.1 Integrated National Electrification Programme: Eskom  

61% or R7 billion of the R11.5 billion was spent for the Eskom Component. Expenditure is 

largely in the KwaZulu Natal (23.9%), Eastern Cape (20.3%) and Limpopo (16.6%) province. 

Though Eskom has a large expenditure, it is noted that the programme has been 

underspending by R3.2 billion over the past three years. The underspending is mainly 

attributable to dolomite in the Northern Cape regions and the late submission of project lists 

by municipalities.  

 

1.1.2 Integrated National Electrification Programme: Municipalities    

37% or R4.2 billion of the R11.5 billion was spent for the Municipality Component. Expenditure 

is largely in the KwaZulu Natal (20.1%), Eastern Cape (22.8%) and Limpopo (14.4%) 

provinces. This is mainly due to the bulk infrastructure to be built and upgraded in the 

aforementioned provinces. The municipality programme has been underspending by R1.6 

billion over the past three year, with significant underspending in the North West (41.6%), Free 
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State (22.5%) and Western Cape (18.3%). The underspending is mainly attributable to 

changing of contracted projects without the approval of the Department of Mineral Resources 

and Energy, late appointment of service providers by municipalities and challenges with the 

supply chain management processes within the municipality. 

 

1.1.3 Non-grid programme  

2% or R172.9 billion of the R11.5 billion was spent for the Non-grid Component. The rollout of 

this programme is only undertaken within four provinces (Eastern Cape, KwaZulu Natal, 

Limpopo and Northern Cape). Expenditure for this component is relatively low (R172.9 million) 

against the projected expenditure (R261.7 million). This is mainly due to the lack of finalizing 

the Master Plan, which outlines the various technology options and be used to provide 

alternative sources of energy to strengthen the Non-grid component.   This programme has 

experienced poor spending due to procurement issues. Non-grid is implemented differently 

from the other two components as procurement for solar connections is done centrally by the 

DMRE, who contract service providers to provide these systems to households. Delays in the 

procurement process at DMRE is therefore the main reason for the poor spending. 

 

Cost per unit  

Table 1: Unit Cost   

 
 

The calculated average unit cost for the Eskom component of the programme is R14 600, 

while the municipality component has an average calculated unit cost of R25 000. The Non-

grid programme has a subsidy of about R9600. It is noted that the municipality component has 

a higher average unit cost, which is skewed by the Eastern Cape, Free State and Western 

Cape provinces. The Gauteng province is below the average unit cost. Further research is 

required to determine what causes the unit cost for the municipalities to be higher than that of 

the Eskom programme. It is possible that the higher unit costs are due to more infrastructure 

projects in these provinces (such as the building of substations), but this will have to be 

investigated further. In addition, for the Eskom, the expenditure is not reflected on BAS, which 

makes it difficult to know what the funds were used for. In determining the unit cost for the 

Eskom component, there are indirect cost that needs to be considered, i.e. engineer and 

professional fees, increasing materials cost, labour cost, contingency cost and variances fees.  

Other factors that influence the cost per unit are the proximity of the project areas to that of 

the suppliers. The topography of the area where the project is being executed also plays a 

major contributor to the cost per unit. 

 

Main Discovery  

R'thousand 

Row Labels Expenditure

Actual 

connections Expenditure

Actual 

connections Expenditure

Actual 

connections 2017/18 2018/19 2019/20

INEP Eskom 2 586 368     175 522        2 009 191     139 565        1 823 261     118 321        15         14         15         

INEP Municipality 1 203 198     40 805          1 076 666     53 013          1 233 261     47 234          29         20         26         

Unit Costs2017/18 2018/19 2019/20
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▪ Budget:  The department will require R41.5 billion to address the backlog in the next 

10 years (assuming no growth), but R43.4 billion (using a 4.4% cost assumption). 

▪ Future allocations should be based on past expenditure and not on past 

appropriations. It is recommended that the Integrated Master Plan include the 

forecasting, costing and formulas for allocations are completed, to ensure allocative 

efficiency, improvement expenditure and performance to enable more evidence based 

decisions.   

▪ Planning not executed accurately 

▪ Backlog: The analysis revealed that the programme has a significant backlog on 

households to be electrified, it is critical that the department finalises the Integrated 

Master Plan to ensure that areas are clearly mapped in order for licensed municipalities 

and Eskom to electrify its designated areas according the plan. 

▪ Oversight allocation for the programme must be reviewed going forward to ensure the 

quality oversight over the projects bring value for money  

 

Recommendations  

Planning: The analysis reveals that the planning of the programme should be implemented 

accurately through the utilisation of a costed Integrated Master Plan, which will assist in 

outlining where resources should be directed. Public Finance has recommended funds for the 

development of the Integrated Master Plan over the next two years.  

 

Resourcing: The analysis also reveals that the Department of Mineral Resources and Energy 

staff complement to perform the oversight function of the programme is not sufficient. There 

is currently 48 officials (employed within the Department of Mineral Resources and Energy) 

working on the programme of which 23 officials are placed at the head office and 25 are placed 

at the regional office. This staff complement is responsible for the administrative and technical 

oversight of the programme. There are 1833 projects that has to be overseen (± 38 project 

per official); therefore more resources are required since the number of projects are increasing 

over the years. It is recommended that the oversight allocation for the programme must be 

reviewed going forward. The Department has to make provision for the oversight function of 

the programme through a top slice of the current budget allocation to ensure quality oversight.  

 

Expenditure Trends: Only R11.5 billion has been spent over the past three years, which 

equates to 71% expenditure (R16.3 billion). Since expenditure is decreasing over the years, 

future allocations should be based on past expenditure and not on past appropriations. In 

addition, it is critical that the Integrated Master Plan that includes the forecasting, costing and 

formulas for allocations are completed, to ensure allocative efficiency, improvement 

expenditure and performance to enable more evidence based decisions. Eskom must provide 

monthly reports directly to National Treasury reflecting their expenditure and the breakdown 

of infrastructure and number of households connected. The format of the conditional grant 

reporting tool could be amended to accommodate this.  

 

Performance trends: The programme has not been achieving its set targets over the years, 

resulting in the programme not meeting its policy objectives. Thus, it is crucial that the human 

capacity and the required infrastructure is in place to ensure that the set performance targets 

are met. The department must identify their challenges and come up come with a plan that 
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will enable them to address the challenges associated with them not achieving their set 

targets.   

 

Non-grid programme: The programme is a good temporary solution, which currently has 

solar packs with inverters and the electricity comes as Direct Current (DC). However, this 

model has limitation to household in that they are unable to use their appliances, which comes 

as Alternative Current (AC).  We strongly believe that the programme is a good solution, 

however for it to be effective, it is critical that the department explores the programme with 

various other technologies such as island grid, gas and battery storage. The department must 

undertake a feasibility studies to determine whether a mix of technologies and the non-grid 

system will be appropriate to be considered as an alternative source of the supply of electricity. 

This could be done as part of the work around the development of the Master Plan.  

 

Unit cost: The analysis revealed that there is a variance between the planned costs and 

actual costs per province. It is recommended that the department must undertake further 

research on the unit costs.   

 

Backlog: The analysis revealed that the programme has a significant backlog (2 million 

households) on households to be electrified, therefore it is critical that the department finalises 

the Integrated Master Plan to ensure that areas are clearly mapped out in order for licensed 

municipalities and Eskom electrifies its designated areas according the plan. Furthermore, 

based on the current connections for the past three years, the programme connected on 

average 198 030 per year. As set out in the NDP, the programme is meant to connect all 

households to the grid by 2030. There is about 10 years left to achieve this goal. Based on its 

current performance, the department is only likely to connect 1.9 million households by 2030 

(assuming there is no growth in the backlog).This means that the department will require 

R41.5 billion to address the backlog in the next 10 years (assuming no growth), but R43.4 

billion (using a 4.4% cost assumption). It is critical to ensure that the necessary infrastructure 

is in place to avoid further delays in addressing the backlog.  

 

Pre-engineering funds: To ensure the acceleration of the Municipality component of the 

programme versus the sustainability of the programme, it is critical that the funds that are 

made available for planning purposes are utilised to inform the project scheduling and costing 

to avoid under/over budgeting.    

 

Role of AMEU and SALGA: The strategic functions of both parties must be clear and also the 

role of each must be outlined in relation to the Integrated National Electrification programme.   

 

The importance of discovery and implementing the recommendations is to ensure that the 

programme is implemented in an effective and efficient manner in order to support the National 

Development Plan, which envisages that South Africa must have an adequate supply of 

electricity. 
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2 Introduction 

The Integrated National Electrification Plan (INEP) development is undertaken with the view 

to develop a sustainable scoping, costing and implementation strategies, to garner for 

opportunities in providing reliable power distribution system for the existing and future 

requirements of the residents and industries in the country area. 

 

Integrated National Electrification is a Programme under the Department of Mineral Resources 

and Energy (DMRE) which is responsible for planning, funding and administration of the 

Integrated National Electrification Programme (INEP) grant; and makes transfers to Eskom, 

municipalities and private service providers for the Non-Grid.  

 

The programme has been allocated a budget of R16.3 billion over the past three years and 

only spent R11.5 billion.  

 

The programme is intended to connect poor residential households to the grid and non-grid 

specifically in the formal, rural areas and informal settlements. To date, the programme has 

connected 14.8 million households to the grid over 19 years. The backlog is at around 2 million 

households which is largely in the Gauteng province (655 245 households or 31.2%) and 

KwaZulu Natal province (407 124 households or 19.4%) as outlined in the graph below:  

 

Figure 1: Backlog vs Connections 

 
Source: 2016 Community survey  

 

2.1 Problem Statement 

The programme has seen an increase in the cost of connections in recent years and an 

increase in underspending, particularly with Eskom (7% increase in cost of connections and 

31.2% increase in underspending) and the non-grid programme (1% increase in cost of 

connections and 24.4% increase in underspending).  
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The Department of Mineral Resources and Energy has not yet developed the integrated 

Master Plan which informs the rollout of electricity connections and which technology to use 

for universal access. The plan is anticipated to be completed by the end of March 2023. The 

lack of this plan means that there is no current framework which the department will used to 

inform the rollout of electrification to ensure universal access.  

 

The spending review will focus will on:  

• Examining the historical spending patterns and trends at national, municipal and 

Eskom levels. 

• Determining the unit costs of household connections at municipal, Eskom and non-grid 

levels. 

Determining the efficiency and effectiveness of the programme in meeting its policy objectives. 

The spending review will assist us to understand why the programme is not rollout in an 

effective and efficient manner. Findings from this review will enable the planning of the 

programme specifically from the INEP: Eskom to be implemented accurately through 

considering the inputs of the department. Moreover, this review will enable us to determine if 

there is a need for additional resources to undertaken further monitoring and evaluation of the 

programme.     

 

3 Policy and Institutional Information 

Beyond reaching universal access to energy for all and addressing electrification backlog, it is 

vital to have policy guidelines that will be adhered to when implementing electrification projects 

through the Integrated National Electrification Programme (INEP). 

 

This section outlines the departments mandate and highlights the current policy framework, 

which plays a critical role in the implementation of the Integrated National Electrification 

Programme to support the National Development Plan which envisages that South Africa must 

have an adequate supply of electricity:  

 

Energy White Paper (1998) and Electricity Pricing Policy (2008) 

The White Paper gave policy direction to establish a National Electrification programme and 

the Integrated National Electrification Programme (INEP) was established in 2000, become 

fully operational in 2001/2. The rationale was due to the large number of people living below 

the poverty line, and thus guides the application of subsidies to lower the barriers of entry and 

reduce the price to low usage customers. 

 

National Energy Act (2008) 

The Act plans for and ensure the security of supply for the energy sector; therefore, the Act 

enables the management of the INEP to increase access for poor households.  

 

Electricity Regulation Act (2006) 

The Act establishes a national regulatory framework for the electricity supply industry, 

including registration and licensing, therefore the act enables facilitation of universal access 

to electricity through INEP.  
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Integrated National Electrification Plan / roadmap for South Africa, 2016-2030 (2016) 

The National Electrification Roadmap aims to provide electricity to the remaining South 

Africans who are currently without this basic energy service as quickly and cost effectively as 

possible, based on the principle of providing South Africans with a minimum dignified level of 

electricity service, defined as sufficient for high-quality lighting, communication and 

entertainment. The Roadmap suggests that a realistic target for universal access could be 

2030. The roadmap also envisages developing an integrated Master Plan to inform the rollout, 

which the department has not completed yet. 

 

Suite of Supply policy guidelines 

The Suite of Supply policy determines minimum standards, connections fees, criteria for 

subsidies, and principles for prioritization. It covers all project categories such as bulk 

infrastructure and household connections, including electrification of domestic households, 

informal settlements, farm dweller houses, Communal Property Association (CPA) and 

Communal Rental Units (CRU). 
 

Considering the laws and regulations that govern the delivery of the electrification programme, 

it is critical to note that the roadmap for the electrification programme is in place however the 

technical mechanisms (i.e. costing, forecasting and formula for allocation) needs to be 

included.  

 

3.1 Institutional arrangements of the Programme 

 

The institutional arrangement of the Integrated National Electrification Programme is set out 

in the below figure, with lines indicating the reporting and accountability framework. 

The institutional arrangements for the Integrated National Electrification Programme are set 

out in Figure 2 below, with lines indicating the reporting and accountability framework. From 

the diagram below, it is evident that the municipalities report to the national department, and 

in addition, there is also a monitoring, reporting and support line to the National Treasury. 

Eskom report directly to the national department. 

Figure 2: Institutional Arrangement for the Integrated National Electrification Programme   
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From our analysis, it is clear that the reporting mechanism of the programmes are not aligned, 

thus it is essential that the reporting mechanism of the programme be standardized across all 

the components of the programme.  

The Integrated National Electrification Programme staff complement includes 48 officials who 

are employed within Integrated National Electrification Programme Chief Directorate which is 

responsible for both administrative and technical oversight the programme. Out the 48 staff 

employed in the Integrated National Electrification Programme Chief Directorate, 23 are 

placed at the Department of Mineral Resources and Energy head office and 25 are placed in 

the regional offices, which are located across the nine provinces of South Africa. 

The 25 staff members in the regional offices are responsible for ensuring that all the contracted 

electrification projects planned and executed by municipalities as well as Eskom, are 

monitored and evaluated and that the projects are completed within the cost and timeframes 

as agreed.  

As at 30 September 2020, the department has to oversee 1833 projects. This would mean 

that with the current resources (48 officials), each official would have to oversee on estimate 

38 projects and it is rather difficult for each person to manage 38 projects efficiently. As a 

highlighted above, the Department then relies on other stakeholders to verify the actual work 

undertaken on the ground. With the current staffing in some of the provinces if matched against 

the number of projects being implemented, and the operational budget allocated, it would be 

very difficult to conduct thorough oversight   over all projects. 

The current operational budget (Goods and Services) amounts to R6.7 million which is 0, 2% 

of the total budget allocation for the programme. Of the R6.7 million, only R1.3 million has 

been allocated for oversight of the programme. This means that for the R1.3 million that’s 
available, each project (1833 projects) only has on estimated R709 oversight of a project which 

is not adequate for planning, monitoring and technical audits for electrification projects.  

The institutional review must be done by the Department of Mineral Resources and Energy, 

as the regulatory body since government mandates the department.  

 

3.2 Design and delivery of programme  

 

Figure 3: Design and delivery of the Integrated National Electrification Programme  
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The Department of Mineral Resources and Energy assumes the responsibility of planning, 

funding, monitoring and evaluation of the electrification programme; and makes transfers to 

Eskom, municipalities, and private service providers for non-grid.  

The programme is being implemented by the Eskom (159 out of 257 municipalities) , 

Municipalities (144 out of 257 municipalities) , and private service providers on behalf of the 

Department of Mineral Resources and Energy. Eskom is licensed to connect households in 

their areas of supply as approved by NERSA and in some instances they connect households 

in the municipalities’ areas of supply, but in other approved areas the electricity is distributed 
through the municipalities. The funds are gazetted on an annual basis under the Division of 

Revenue Act (DoRA). The non-grid component is managed within the department.  

It is critical that the Department of Mineral Resources and Energy must continually produce 

an updated mapping system, which will enable the visual planning to be done efficiently, and 

also update their databases.  

The three delivery systems are:  

• Integrated National Electrification Programme – Eskom 

 

Eskom is an implementing agent in their areas of electricity supply which is responsible 

for communicating with municipalities with regard to projects that are supposed to be 

implemented within Eskom area of supply so that they are part of their projects for the 

financial year. In addition, Eskom implements electrification projects that are part of 

the municipality’s Integrated Development Plans in the Eskom area of supply.  

Integrated National 

Electrification 

Programme 

Department of Mineral 

Resources and Energy 
National Treasury 

Municipalities Eskom

Non-Grid  

Service Providers 

NERSA NERSA 
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Regional Offices  
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The Eskom programme must consider the inputs of the department when planning for 

the delivery of the programme. 

 

• Integrated National Electrification Programme – Municipalities:  

 

Municipalities are the Implementing agent in their areas of electricity supply.  

 

For the purposes of planning, the municipality system of the programme should make 

use of the pre-engineering funds, which are made available by the department. 

 

• Non-grid 

 

This component of programme is managed and administrated by the Department of 

Mineral Resources and Energy.  

 

For the Non-grid programme, there must be a clear strategic direction from the 

Department of Mineral Resources and Energy. It is evident that this component is a 

good solution for the supply of electricity, which currently has solar packs with inverters 

and the electricity comes as Direct Current (DC). However, this model has limitation to 

household in that they are unable to use their appliances which comes as Alternative 

Current (AC) thus it is critical that the department explores various technologies such 

as gas, allan grid¹ and battery storage. 

1. It is an array of solar packs, which is stationed in one area, and then the households are supplied with electricity from 
this grid. 

 

The following stakeholders are also responsible for providing support and oversight on the 

implementation of the programme:  

• SALGA – the body that represents municipalities as mandated in the constitution. 

SALGA is seen as the voice of local government. SALGA provides support to non-

performing municipalities, which are implementing the Integrated National 

Electrification Programme. In addition, they also part of the National Electrification 

Advisory Committee, where challenges/issued experienced by municipalities are 

deliberated on and therefore SALGA would then provide support and advise on 

challenges raised in relation to INEP. Lastly, SALGA does not have the power to make 

decision on the programme.  

• NERSA – Issues licenses to municipalities and Eskom, where there is no licenses to 

implement the programme and NERSA responsible for the mapping of areas that 

requires electrification. NERSA makes decisions in terms of issuing the license using 

their internal processes and procedures. 

• AMEU – promote the interest of electricity utilities and collaborate with other 

stakeholders in the pursuance thereof; also to bring together municipal council or board 

representatives, electrical engineers and managers and all persons interested in the 

advancement and development of electricity utilities and to promote wider contact and 

the exchange of views; 
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• MISA – provide support and develop technical capacity towards sustained accelerated 

municipal infrastructure and service delivery. 

• Regional office – Liaise directly with municipalities and provide support and monitor 

the programme.   

National Treasury – provides financial oversight on the INEP and supporting and advice on 

financial implications that relates to the programme.  

All stakeholders are working together to improve the delivery of the electrification programme. 

However, we strongly of the view that AMEU undertakes work that SALGA does, therefore 

there is a duplication in the function undertaken by both institutions.   

 

4 Programme Chain of Delivery 

The Integrated National Electrification Programme is an electrification programme, which is 

aimed at connecting households with electricity. A summary of the elements incorporated and 

responsibilities required for the implementation of the Integrated National Electrification 

Programme are outlined below:     

Figure 4: Eskom/Municipalities chain of delivery  
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The activities of the Eskom Component of the programme includes:  

• Identifying the list of areas to be electrified  

• Costing the projects in accordance with the DoRA and historical allocation 

• Verifies the sites to be connected.  

• Final areas are submitted to Department of Mineral Resources and Energy for 

approval.  

• Undertake environmental studies and surveys; and  

• Acquire servitude to erect the network (MV and LV lines).  

• During the implementation of the projects, Eskom reports to both the department and 

municipalities on challenges and progress on a monthly basis as required in terms of 

the DORA until the project is completed.  

 

 The activities of the Municipalities Component of the programme includes:  

• Municipalities are invited to apply for funding on electrification projects  

• Once projects have been approved, sites are verified by the municipalities and 

technical assessment are done on selected projects  

• Project is analyzed and verification of outstanding technical information is done 

• Department of Mineral Resources and Energy then undertakes final site verification 

and technical assessment.  

• Municipalities will have to further submit business plans to Department of Mineral 

Resources and Energy for funding purposes.  

• Department of Mineral Resources and Energy will then allocate funding to the 

approved municipalities.  

• During the implementation of the projects, Municipalities reports to both Department 

of Mineral Resources and Energy and National Treasury on challenges and progress 

on a monthly basis as required in terms of the DORA until the project is completed. 

 

Figure 5: Non-Grid programme chain of delivery  
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The activities of the Non-grid Component of the programme includes:  

• The rollout of Non-grid is initiated and facilitated by Municipalities making 

applications for non-grid electrification in their respective areas to the Department.  

• Assessment and verification of the application is done by the Department of Mineral 

Resources and Energy 

• Confirmation of projects and budget are allocated by the Department  

• Submission of approval of projects are made to the Bid Adjudication Committee 

• The Department will appoint service providers to provide non-grid to the areas that 

qualify.  

• The Department of Mineral Resources and Energy and Municipalities signs separate 

contractual agreements with each of the successful bidders to provide non-grid 

electrification in all participating provinces. 

• During the implementation of the projects, Regional Office Officials monitor progress 

against the project plans, Service providers submit closure reports to Department of 

Mineral Resources and Energy then site visits for projects are undertaken as 

required 

 

It is a concern that documents such as the Integrated Master Plan has not yet been developed 

and policy frameworks such as Suite of Supply, and Integrated National Electrification Bulk 

Infrastructure policy as well as Non-grid guidelines have not yet been revised. The non-

finalization of the policies hinders on the progress of the programme.  

The centralisation of procurement in the non-grid model differs from the other components. 

This has resulted in delays in the rollout of non-grid systems due to procurement delays at the 

department. In addition, it also creates confusion around the lines of accountability as these 

services were procured at national level and not by municipalities or Eskom.    

Regarding the reporting framework and comprehensive indicators, these are applied 

differently within the programme. The delivery of the programme is poorly executed in the 

provinces as presented in their quarterly steering committee.   

The Integrated Master plan will enable the Department to identify the options in which 

electricity can be supplied to households. Therefore, the lack of developing this plan will result 

in the other options of supplying electricity (i.e. gas, Allan grid and battery storage) not being 

explored.  
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4.1 Flow of funds  

 

Figure 6: Flow of funds   

 

 

Funds are appropriated from the National Revenue Fund to provide for the requirements of 

the State for all financial years. The funds are paid into the bank account of the Department 

of Mineral Resources and Energy. The Department distributes funds to each component of 

the Integrated National Electrification Programme. The Eskom and municipality allocation are 

gazetted through the Division of Revenue Act (DoRA). For the municipality component, 

municipality generates additional income from the sales of electricity to household. In addition, 

the municipalities are meant to subsidize customers’ maintenance fee through the equitable 
share (Free Basic Electricity).  

For the Non-grid component, the department procures concessionaires, and a 100% capital 

subsidy is provided for installation of a 50 WP solar home system. Non-grid customers pay a 

monthly service flat rate fee of about R50 not for consumption but for access.  

 

5 Performance Analysis 

The National Development Plan (NDP) envisages that by 2030 South Africa will have 

adequate supply of electricity. To give effect to this vision, the Department of Mineral 

Resources and Energy will focus on extending access to electricity and thus contribute to 

priority 1: Economic transformation and job creation of government 2019-24 medium term 

strategic framework.  

According to the 2016 Community survey, as at September 2020, 14.8 million households 

have been connected to electricity and 2.1 million households’ still lack access to electricity. 

Integrated National 

Electrification 
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Department of Mineral 

Resources and Energy

Appropriated 

Funds

Eskom (R3 billion) 

Municipalities (R1.9 billion)  

Non-Grid (R220.2 million) 

Income stream through sale of 

electricity to households  
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This implies that the Integrated National Electrification Programme has approximately 

connected 198,030 household per annum over the last 19 years.  

The highest backlogs in the country are within Gauteng, Eastern Cape, KwaZulu Natal and 

Limpopo, which make up  60%, with regard to infrastructure requirement and household 

connections where most of budget has been allocated as reflected in the below graph.  

 

Figure 6: Backlog as at 2020   

 

 

Based on the current performance, the 2.1 million backlog on household connection could be 

addressed over a 10-year period (assuming no growth in the backlog).  

The Department of Mineral Resources and Energy anticipates electrifying 560 000 number of 

households to the grid and 45 000 households will be electrified with the Non-grid system over 

the medium term. For infrastructure, six bulk substations will be built; nine substations will be 

upgraded; 150 medium voltage power lines will be constructed; and 150 medium voltage 

power lines will be upgraded over the medium. In order to connect household, it is critical to 

invest in infrastructure, which will alternatively assist in addressing the current backlog.  

 

6 Expenditure Observations 

The graph below details out the actual expenditure of R11.5 billion with 700 235 connections 

in respect of the three components of the Integrated National Electrification Programme by 

province and overall over three years.  

 

Figure 7: Expenditure per province    
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6.1.1 Integrated National Electrification Programme: Eskom  

61% or R7 billion of the R11.5 billion was spent for the Eskom Component. Expenditure is 

largely in the KwaZulu Natal (23.9%), Eastern Cape (20.3%) and Limpopo (16.6%) province. 

Though Eskom has a large expenditure, it is noted that the programme has been 

underspending by R3.2 billion over the past three years. The underspending is mainly 

attributable to dolomite in the Northern Cape regions and the late submission of project lists 

by municipalities.  

 

6.1.2 Integrated National Electrification Programme: Municipalities    

37% or R4.2 billion of the R11.5 billion was spent for the Municipality Component. Expenditure 

is largely in the KwaZulu Natal (20.1%), Eastern Cape (22.8%) and Limpopo (14.4%) 

provinces. This is mainly due to the bulk infrastructure to be built and upgraded in the 

aforementioned provinces. The municipality programme has been underspending by R1.6 

billion over the past three year, with significant underspending in the North West (41.6%), Free 

State (22.5%) and Western Cape (18.3%). The underspending is mainly attributable to 

changing of contracted projects without the approval of the Department of Mineral Resources 

and Energy, late appointment of service providers by municipalities and challenges with the 

supply chain management processes within the municipality. 

 

6.1.3 Non-grid programme  

2% or R172.9 billion of the R11.5 billion was spent for the Non-grid Component. The rollout of 

this programme is only undertaken within four provinces (Eastern Cape, KwaZulu Natal, 

Limpopo and Northern Cape). Expenditure for this component is relatively low (R172.9 million) 

against the projected expenditure (R261.7 million). The slow spending is mainly due to the 

delays in procurement at the department, as this component has been centralised at the 

national level.  
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Over the past three years, the main appropriation and Actual expenditure has been 

decreasing, however the actual expenditure has been decreasing at a high rate. At a provincial 

level, it varies. In some provinces, indeed main appropriation has been decreasing; however, 

the actual expenditure has been decreasing at a high rate.  Going forward, allocations should 

be done on performance of each component and not on inflationary increases.   

  

 

6.2 Unit Cost  

 

Table 1: Unit Cost   

 
 

The calculated average unit cost for the Eskom component of the programme is R14 600, 

while the municipality component has an average calculated unit cost of R25 000. The Non-

grid programme has a subsidy of about R9600. It is noted that the municipality component has 

a higher average unit cost, which is skewed by the Eastern Cape, Free State and Western 

Cape provinces. The Gauteng province is below the average unit cost. Further research is 

required to determine what causes the unit cost for the municipalities to be higher than that of 

the Eskom programme. In addition, for the Eskom, the expenditure is not reflected on BAS, 

which makes it difficult to know what the funds were used for. In determining the unit cost for 

the Eskom component, there are indirect cost that needs to be considered, i.e. engineer and 

professional fees, increasing materials cost, labour cost, contingency cost and variances fees.  

Other factors that influence the cost per unit are the proximity of the project areas to that of 

the suppliers. The topography of the area where the project is being executed also plays a 

major contributor to the cost per unit. 

 

Based on our analysis, it is critical that the department undertakes further investigates on the 

unit costs and also make reference to the bill of quantities to ensure that the calculation used 

for the determination of the unit costs is aligned to the bill.   

 

 

7 Options 

The Integrated National Electrification Programme’s target was to connect 3.4 million 

households to electricity by 2030. Given the performance to date, we have prepared a 

scenario to provide the potential cashflow savings on the programme.  

 

R'thousand 

Row Labels Expenditure

Actual 

connections Expenditure

Actual 

connections Expenditure

Actual 

connections 2017/18 2018/19 2019/20

INEP Eskom 2 586 368     175 522        2 009 191     139 565        1 823 261     118 321        15         14         15         

INEP Municipality 1 203 198     40 805          1 076 666     53 013          1 233 261     47 234          29         20         26         

Unit Costs2017/18 2018/19 2019/20
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From the above table it is evident that performance of the programme has been poor. Only 

R11.5 billion has been spent from the R16.3 billion that was allocated for the programme.  

 

If future allocations are done on the main appropriation, this would mean that the programme 

will be allocated a total of R17 billion over the next three years. However if allocation are based 

on the past performance of the programme, this would mean that the programme will be 

allocated a total of R10.5 billion over the next three years. This will result in a potential cash 

flow savings of about R6.5 billion over the next three years.  

 

The R6.5 billion can be redirected to other key priorities within government, while the 

department is resolving the issues of efficiency and planning.  

 

Based on the programmes current performance, the department is only likely to connect 1.9 

million households by 2030 (assuming there is no growth in the backlog). This means that the 

department will require R41.5 billion to address the backlog in the next 10 years (assuming no 

growth), but R43.4 billion (using a 4.4% cost assumption).     

 

8 Recommendations and Actions  

The following key recommendations and actions emerged across the spending review: 

 

Planning: The analysis reveals that the planning of the programme should be implemented 

accurately through the utilisation of a costed Integrated Master Plan, which will assist in 

outlining where resources should be directed. Public Finance has recommended funds for the 

development of the Integrated Master Plan over the next two years.  

 

Resourcing: The analysis also reveals that the Department of Mineral Resources and Energy 

staff complement to perform the oversight function of the programme is not sufficient. There 

is currently 48 officials (employed within the Department of Mineral Resources and Energy) of 

which 23 officials are placed at the head office and 25 are placed at the regional office. This 

staff complement is responsible for the administrative and technical oversight of the 

programme. There are 1833 projects that has to be overseen (± 38 project per official), 
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therefore more resources are required since the number of projects are increasing over the 

years. It is recommended that the oversight allocation for the programme must be reviewed 

going forward. The Department must make provision for the oversight function of the 

programme through a top slice of the current budget allocation to ensure quality oversight.  

 

Expenditure Trends: Only R11.5 billion has been spent over the past three years, which 

equates to 71% expenditure (R16.3 billion). Since expenditure is decreasing over the years, 

future allocations should be based on past expenditure and not on past appropriations. In 

addition, it is critical that the Integrated Master Plan that includes the forecasting, costing and 

formulas for allocations are completed, to ensure allocative efficiency, improvement 

expenditure and performance to enable more evidence based decisions. Eskom must provide 

monthly reports directly to National Treasury reflecting their expenditure and the breakdown 

of infrastructure and number of households connected.   

 

Performance trends: The programme has not been achieving its set targets over the years, 

resulting in the programme not meeting its policy objectives. Thus, it is crucial that the human 

capacity and the required infrastructure is in place to ensure that the set performance targets 

are met. The department must identify their challenges and come up come with a plan that 

will enable them to address the challenges associated with them not achieving their set 

targets.   

 

Non-grid programme: The programme is a good temporary solution, which currently has 

solar packs with inverters and the electricity comes as Direct Current (DC). However, this 

model has limitation to household in that they are unable to use their appliances, which comes 

as Alternative Current (AC).  We strongly believe that the programme is a good solution, 

however for it to be effective, it is critical that the department explores the programme with 

various other technologies such as allan grid, gas and battery storage. The department must 

undertake a feasibility studies to determine whether a mix of technologies and the non-grid 

system will be appropriate to be considered as an alternative source of the supply of electricity. 

This could be done as part of the development of the Master Plan.  

 

Unit cost: The analysis revealed that there is a variance between the planned costs and 

actual costs per province. It is recommended that the department must undertake further 

research on the unit costs.   

 

Backlog: The analysis revealed that the programme has a significant backlog (2 million 

households) on households to be electrified, therefore it is critical that the department finalises 

the Integrated Master Plan to ensure that areas are clearly mapped out in order for licensed 

municipalities and Eskom electrifies its designated areas according the plan. Furthermore, 

based on the current connections for the past three years, the programme connected on 

average 198 030 per year. As set out in the NDP, the programme is meant to connect all 

households to the grid by 2030. There is about 10 years left to achieve this goal. Based on its 

current performance, the department is only likely to connect 1.9 million households by 2030 

(assuming there is no growth in the backlog).This means that the department will require 

R41.5 billion to address the backlog in the next 10 years (assuming no growth), but R43.4 



 

This document is not for quoting or circulation. It was done as part of the NT training exercise on 
the spending review methodology and is intended for discussion purposes. Further, there were 
some data limitations and both the appropriate level of information, and its correctness could not 
be independently verified.                                                                                                 16 | P a g e  
 

billion (using a 4.4% cost assumption). It is critical to ensure that the necessary infrastructure 

is in place to avoid further delays in addressing the backlog.  

 

Pre-engineering funds: To ensure the acceleration of the Municipality component of the 

programme versus the sustainability of the programme, it is critical that the funds that are 

made available for planning purposes are utilised to inform the project scheduling and costing 

to avoid under/over budgeting.    

 

Role of AMEU and SALGA: The strategic functions of both parties must be clear and the role 

of each must be outlined in relation to the Integrated National Electrification programme.   

 

 

  

 

  



 

This document is not for quoting or circulation. It was done as part of the NT training exercise on 
the spending review methodology and is intended for discussion purposes. Further, there were 
some data limitations and both the appropriate level of information, and its correctness could not 
be independently verified.                                                                                                 17 | P a g e  
 

Appendices 

Appendix A – Lograme INEP Eskom  
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Appendix B –Logframe INEP Municipalities  
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Appendix C – Logframe Non-grid programme  
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Appendix D – Expenditure Information  

 

 

Appendix E – Household information  

 

 

Appendix F – Administration Information  
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