




































































































































































































































































































































































































MUNISIPALITEIT / MUNICIPALITY 
            BEAUFORT-WES/BEAUFORT WEST/BHOBHOFOLO 

 

 

ELECTRICITY DISTRIBUTION LOSSES REDUCTION STRATEGY 
 

BEAUFORT WEST MUNICIPALITY 

 

1. Background and Strategic Context 

 

Electricity distribution losses represent a material financial, operational, and governance risk to the 

Municipality and directly undermine the sustainability of the electricity trading service. As with water, electricity 

losses impact revenue completeness, cash flow, and the credibility of tariffs, and have therefore been 

prioritised under the Financial Recovery Plan (FRP). 

 

This Electricity Loss Reduction Strategy builds on the Municipality’s experience and progress in implementing 

the Non-Revenue Water (NRW) Reduction Strategy and aligns with the broader FRP objectives, National 

Treasury Debt Relief principles, and good practice in municipal electricity distribution. The strategy focuses 

on the reduction of both technical and non-technical losses through improved metering, billing accuracy, 

system controls, enforcement, and monitoring. 

 

2. Objectives of the Strategy 

 

The primary objectives of the Electricity Loss Reduction Strategy are to: 

 

 Reduce electricity distribution losses to sustainable and benchmarked levels. 

 Improve billing accuracy and revenue protection. 

 Strengthen controls over municipal own consumption. 

 Detect and eliminate illegal connections, meter tampering, and theft. 

 Improve exception reporting, monitoring, and accountability. 

 Support cost-reflective tariff setting and long-term financial sustainability. 

 Demonstrate measurable progress in line with FRP commitments and audit expectations. 

 

3. Key Strategic Interventions 

 

3.1 Installation of Smart Electricity Meters 

 

 Roll out smart prepaid electricity meters in high-risk and high-loss areas, prioritising: 

o Indigent and historically unmetered properties. 

o Properties with repeated estimation or abnormal consumption patterns. 

o Municipal facilities and bulk supply points. 

 

 Integrate smart meters with the billing system and vending platform to ensure: 

o Real-time consumption data. 

o Automated billing and revenue recognition. 

o Reduction of estimated readings and manual intervention. 

 

 Establish and maintain a verified smart-meter register, linked to the asset register and billing system. 

 

 



3.2 Improved Meter Reading and Billing Accuracy 

 

 Reduce reliance on estimated readings through: 

o Increased smart meter penetration. 

o Improved handheld meter reading processes where conventional meters remain in use. 

 

 Implement regular meter reading audits and exception reviews. 

 

 Strengthen reconciliation between: 

o Bulk electricity purchases (Eskom); 

o Energy distributed. 

o Energy billed. 

o Revenue collected. 

 

 Investigate and resolve material discrepancies as part of monthly FRP and management reporting. 

 

3.3 Accounting and Control of Municipal Own Consumption 

 

 Install dedicated meters at all municipal facilities, including: 

o Pump stations. 

o Wastewater treatment works. 

o Offices, depots, and street lighting circuits. 

 

 Ensure all municipal consumption is: 

o Accurately metered. 

o Properly billed internally. 

o Correctly accounted for in the general ledger. 

 

 Eliminate unmetered or flat-rate municipal consumption except where technically unavoidable and 

formally approved. 

 

3.4 Improved Exception Reporting and Data Analytics 

 

 Implement enhanced exception reporting to identify: 

o Zero or near-zero consumption. 

o Sudden drops or spikes in usage. 

o Dormant or inactive meters. 

o Repeated estimated readings. 

o Abnormal losses at feeder or zone level. 

 

 Use data analytics and dashboards to: 

o Track losses by area, feeder, and customer category. 

o Support targeted interventions. 

o Inform management and FRP oversight structures. 

 

3.5 Removal of Dormant Meters and Network Cleansing 

 

 Conduct a systematic review of dormant and inactive meters. 

 

 Physically remove or regularise: 

o Redundant meters. 

o Illegal or undocumented connections. 

o Bypassed or compromised meters. 



 

• Update the billing and asset systems to reflect the cleansed network and prevent reoccurrence. 

 

3.6 Enforcement and Penalties for Electricity Theft 

 

 Enforce existing by-laws and policies relating to: 

o Illegal connections. 

o Meter tampering. 

o Electricity theft. 

 

 Apply penalties, fines, and reconnection fees consistently and transparently. 

 

 Strengthen coordination between: 

o Technical Services. 

o Revenue and Customer Care. 

o Law enforcement where required. 

 

 Maintain a register of theft incidents and enforcement actions for audit and governance purposes. 

 

3.7 Public Awareness and Community Engagement 

 

 Implement targeted public awareness campaigns focusing on: 

o The financial and legal consequences of electricity theft. 

o The link between losses, tariffs, and service sustainability. 

o Responsible electricity usage. 

 

 Engage ward committees and community structures to support loss-reduction initiatives and reporting of 

illegal activities. 

 

3.8 Monitoring, Reporting and Control at Point of Supply 

 

 Strengthen monitoring at bulk and feeder points through: 

o Improved metering at substations. 

o Regular technical audits. 

 

 Analyse losses at each point of supply to isolate: 

o Technical losses. 

o Commercial and non-technical losses. 

 

 Use this information to inform infrastructure upgrades, maintenance planning, and capital investment 

decisions. 

 

4. Governance, Reporting and Integration with the FRP 

 

 Electricity distribution losses will be monitored and reported as part of: 

o Monthly FRP reporting to Provincial Treasury. 

o Management performance monitoring. 

o Debt Relief and oversight engagements. 

 

 Reporting will be progressively enhanced as data quality improves and smart meter coverage expands. 

 

 



 

 The strategy supports audit defensibility by demonstrating: 

o A structured, proactive response to loss-related risks. 

o Measurable progress against identified weaknesses. 

o Alignment with MFMA, GRAP, and FRP principles. 

 

5. Expected Outcomes 

 

The implementation of this strategy is expected to result in: 

 

 Reduced electricity distribution losses. 

 Improved revenue completeness and cash flow. 

 Enhanced billing accuracy and system integrity. 

 Reduced reliance on estimates and manual corrections. 

 Improved audit outcomes and reduced risk of material irregularities. 

 A more sustainable and cost-reflective electricity trading service. 

 

6. Conclusion 

 

The Electricity Distribution Loss Reduction Strategy reflects a deliberate, structured, and best-practice 

approach aligned with the Municipality’s broader Financial Recovery Plan and informed by the successful 

design and implementation of the NRW Reduction Strategy. The Municipality recognises that electricity, like 

water, is a critical trading service and that sustained loss reduction is essential to restoring financial stability, 

protecting revenue, and ensuring reliable service delivery to the community. 
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WATER DISTRIBUTION LOSSES - NRW 
 
Comprehensive Implementation and Post-Implementation Framework: December 2023 – June 2026  

In addition, as reported on the MI on 14 March 2025 

 

1. BACKGROUND 

 

The Smart Meter Grant (SMG) Project forms part of the broader Financial Recovery Plan (FRP) and the 

National Treasury Debt Relief Programme. It aims to reduce non-revenue water (NRW), improve billing 

accuracy, and restore the financial sustainability of the Beaufort West Municipality’s water service function. 

This strategy consolidates activities from December 2023 to March 2025 (as reported to the AG) and sets 

out the forward plan up to June 2026 (post-implementation phase), ensuring long-term sustainability through 

tariff restructuring, maintenance, and lifecycle cost planning. 

 

2. CHRONOLOGY OF KEY ACTIONS AND MILESTONES  

(December 2023 – June 2025) 

Date Key Actions Taken 

5 Dec 2023 – Feb 

2024 

MFIP advisor monitored RT29-2024 finalisation; municipality submitted business plans to PT (R 600 000 

+ R 1 million) for meter verification and smart pre-paid water meters. 

Evaluated the root cause and obtain funding to address NRW 

Jan 2024 – Mar 

2024 

Workshops held on meter reading, control measures, and loss disclosure; policy amendments drafted for 

alignment with MTREF and Debt Relief conditions. Start in addressing root causes and NRW + improve 

on control environment also contribution.  

Apr – Jun 2024 PT assistance requested for procurement; NT engaged on inclusion of water meters under RT29-2024; 

vendors consulted; public participation initiated for the flat-rate system. 

Jul – Oct 2024 Continued engagement with NT and PT; confirmation received on inclusion of smart pre-paid water meters 

in RT29; municipalities authorised to use the framework. 

Dec 2024 – Feb 

2025 

PT approved R 1 million allocation for smart pre-paid water meters; DoRA amended to allocate R 46 million 

under the Smart Meter Grant (SMG); FRP Phase II and Audit Action Plan updated. 

Mar – Jun 2025 Final meter technology evaluation conducted; onboarding meetings held with NT; PT funding (R 1.8 million) 

committed for installations; procurement to be finalised under RT29-2024. Project rollout to complete by 

30 June 2025 with target of 5 100 smart pre-paid meters installed by April 2026. 

 

 

 



 

3.  POST-IMPLEMENTATION STRATEGY (September 2025 – June 2026) 

 

Following completion of the installation phase, the municipality will implement a phased strategy to 

ensure sustainability, revenue protection, and compliance with the FRP. 

 

Phase 1: September – December 2025 – Post-Implementation and Performance Monitoring 

 Conduct a comprehensive post-installation audit validating data accuracy, meter functionality, and system 

integration with billing. 

 Compile an updated smart-meter register – Monitor through MTN Smart Metering Monitoring platform and 

establish a dedicated unit dealing only with metering and reticulation issues. 

 Daily monitoring of the performance dashboard for continuous tracking of meter efficiency, connectivity, 

and consumption trends. 

 Analyse NRW reduction results in the high-loss zones (Hillside and Graceland) to quantify impact and 

adjust controls. (Part of PT reporting and MTN pilot reporting with BWM the first opting for water meters 

under the debt relief initiative.  

 Produce a Performance and Sustainability Report to guide tariff restructuring and maintenance 

provisioning. Cost drivers clearly identified including infrastructure to form part of tariff-setting 

methodology.  

 

Phase 2: January – March 2026 – Tariff Restructuring and Cost-Reflective Modelling 

 Launch the Tariff Modelling Project to restructure tariffs to include: 

o Full repairs and maintenance (R&M) costs and plan for smart infrastructure (R&M plan to be financed 

by the tariffs / cost reflective). 

o Depreciation and replacement provisions over the 8-year meter lifecycle. 

o Annual battery replacement costs for 5 % of total meters / annum. 

o Operational costs related to connectivity, data management, and vendor system support – first three 

years included in the PT project (240 meters) and part of the NT SMG rollout – After three years 

costing.  

 Establish a dedicated Smart Meter Maintenance and Renewal Reserve Fund within the MTREF. 

 Integrate lifecycle costing into water tariffs to ensure. Apply for funding for a Water CoS.  

 Align the restructuring process with FRP Phase II actions and MFMA compliance requirements. 

 

Phase 3: April – June 2026 – Budget Integration and Institutionalisation 

 Incorporate the revised tariff structure and cost provisions into the 2026/27 MTREF budget. 

 Institutionalise a preventative maintenance plan under Technical Services, with measurable indicators and 

dedicated cost centres. 

 Present quarterly progress reports to the FRP Steering Committee and Oversight Committee covering 

implementation progress, financial impacts, and water-loss performance. 



 

4. FINANCIAL SUSTAINABILITY AND RISK ALIGNMENT 

 

 The integration of smart-meter lifecycle costs into tariffs will secure funding for long-term infrastructure 

sustainability and prevent future unfunded expenditure risks. 

 

5. EXPECTED OUTCOMES 

 

 Reduced non-revenue water losses and improved billing accuracy. 

 Enhanced financial sustainability through lifecycle-cost budgeting. 

 Compliance with DWS and FRP requirements. 

 Strengthened asset management and preventative maintenance culture. 

 A cost-reflective tariff structure that ensures reliable service delivery and the replacement of ageing smart-

meter infrastructure. 

 

CONCLUSION  

 

The municipality has taken all possible steps to address revenue loss while working towards a long-term 

solution to rectify the infrastructure deficiencies that ultimately led to both revenue losses and excessive 

distribution losses. The current strategy, along with the DoRA allocation for metering and water management, 

is not the result of chance but rather of deliberate and initiative-taking actions taken by the municipality. 

 

Furthermore, the municipality challenged conventional thinking by reframing water management as a key 

factor contributing to the financial distress that necessitated programs like the Debt Relief Program to support 

struggling municipalities in this regard. This was not initially a consideration. Water, like electricity, is a trading 

service, and given its scarcity as a resource and the declining profitability of electricity, it has become an 

essential component of the municipal revenue base. 

 

Currently, Beaufort West operates water as a cost-recovery /economical municipal service rather than a 

revenue-generating one. However, with the necessary measures in place, the municipality is poised to restore 

water as a sustainable trading service, strengthening financial viability while implementing consumption-

based tariffs to mitigate the risk of a humanitarian crisis—such as running out of water, which would severely 

impact sanitation and the broader community well-being. 

 

We urge you to consider and acknowledge the efforts made, recognizing that there were no alternative 

solutions available under the given circumstances. While the challenge of excessive water losses and non-

revenue water is not unique to Beaufort West, the actions and plans implemented to address these issues 

are.  


