THE NOTIFIED MAXIMUM DEMAND (NMD)
AND
MAXIMUM EXPORT CAPACITY (MEC)
RULES

DEFINITIONS
The words and expressions shall have the meaning ascribed to them in the Eskom
schedule of standard prices and below
Customer

Dead band
Demand market
participation
(DMP) product
Demand side
management
(DSM)
Event number

Exceeded
amount
Excess NCC
charges

Force majeure
incidents

Generator

Load
Distribution
losses charge

Nonsimultaneous
Maximum
Demand

A person or a legal entity that has entered into an agreement with
the distributor for the provision of distribution services. An entity
may be an embedded generator, another distributor, an end -user
customer (including generators) or an international custome
An Eskom initiative through which customers (direct and indirect),
contract to make capacity available for reduction upon instruction
from the Eskom System Operator, in exchange for financial
benefits.
Technology or programme that encourages customers to modify
their patterns of electricity usage including timing and level of
consumption. This includes conservation, interruptibility and load
shifting.
Is the event counted every time the NMD is exceeded (whether
within or above the exceedance limit) based on a rolling 12
months (previous 11 months from current month).
Means any demand (in kVA) recorded exceeding/above the NMD.
The demand exceeding the NMD (in kVA) multiplied by the event
number multiplied by the applicable tariff’s NCC charge. Note:
Excess NCC is charged over and above the normal NCC charges
that the customer is charged monthly based on the annual utilised
capacity (AUC).
Any act, event or circumstance which: (a) is beyond the
reasonable control of the affected party; (b) is not the direct or
indirect result of a breach or failure by the affected party to
perform any of its obligations under this agreement; (c) was not
foreseeable or, if foreseeable, could not have been avoided or
overcome by the affected party and (d) prevents, hinders or
delays the affected party in its performance of all (or part) of its
obligations under this agreement. However, a force majeure
incident does not include shortage of cash, any inability or failure
to pay money, any inability to raise finance or any changes in price
and market conditions.
Means generation units owned by the customer and that is connected
either directly to Eskom’s Distribution/Transmission) network via a
substation or to the network of the customer.
Means a consumer of electricity supplied by Eskom.
(Previously known as the network charge rebate) Means the
production-based (energy) incentive to generators. The rebate is
based on the approved loss (load) factors, the amount of energy
produced on a TOU and seasonally basis and the WEPS energy
rate.
Highest averaged demand measured in kVA or kW during any
integrating period within a designated billing period of an
individual POD.
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Notice period

The period required as per the electricity supply agreement for
cancellation/changes to the contract.
Point(s) of
Means the electrical node(s) on the Distribution System where the
Connection (POC customer’s assets are physically connected to Eskom’s assets.
Probable
The reasonable probability of an event taking place.
contingency
Single billing
One month i.e., 30 days is a billing period.
period
Temporary or
A supply or capacity that is generally required for less than one
short term
year.
Upstream
These are the national average connection charges raised, apart
sharing charges
from the tariff rates, as a contribution to the sharing of upstream
costs of networks (line and capacity).
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ABBREVIATIONS AND ACRONYMS
AUC

Annual Utilised Capacity

DSM

Demand Side Management

DMP

Demand Market Participation

CUoS

Connection and use of system agreement

DUoS

Distribution Use of System Charges

kVA

Kilo Volts Ampere

kW

Kilo Watt

MEC

Maximum Export Capacity

MUC

Monthly Utilised Capacity

NCC

Network Capacity Charge

NDC

Network Demand Charge

NMD

Notified Maximum Demand

MEC

Maximum Export Capacity

POC

Point of Connection

POD

Point of Delivery

SMD

Simultaneous Maximum Demand

UC

Utilised Capacity

TOU

Time-of-use

TUoS

Transmission Use of Systems Charges

WEPS

Wholesale Electricity Pricing System
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EXECUTIVE SUMMARY
The Notified Maximum Demand (NMD) is a contractual value of demand which binds
Eskom and the customer. The developed NMD rules are meant to provide the correct
pricing signal that will allow Eskom to plan for the provision of new capacity. According
to the agreement, Eskom is required to provide the contracted amount of NMD capacity,
and the customer must never exceed this capacity. However, customers do exceed their
NMDs and instead of Eskom disconnecting customers for this breach, the NMD penalty
is imposed. This is due to the fact a customer that exceeds the NMD does so without
permission. They use capacity that is not allocated to their point of delivery, put the
network under strain, hamper the ability to do proper network and capacity planning.
Moreover they place the network and other customer’s electricity supply and Eskom at
risk.
Whereas the Maximum Export Capacity (MEC) is an agreement between Eskom and
the customer, based on the requirements of the customer and the capacity of the
network reserved for that customer’s use under normal system conditions in all time
periods. Generators are allowed to apply for MEC.
In providing the correct pricing signal, the rules allow for an excess network capacity
charge to be raised for monthly exceedances of the NMD. This pricing signal
incentivises customers to stay within their contracted demand and/or to notify their
demand correctly.
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PURPOSE OF THE RULES
The developed NMD and MEC rules are meant to provide the correct pricing signal that
will allow the licensee to plan for the provision of new capacity. This pricing signal
incentivises customers to stay within their contracted demand and/or to notify their
demand correctly. According to the agreement, the licensee is required to provide the
contracted amount of NMD capacity, and the customer must never exceed this capacity.
When customers exceed their monthly NMDs and or MEC, a network access charge
(NCC) is imposed for the excess. This is due to the fact a customer that exceeds the
NMD/MEC does so without permission. They use capacity that is not allocated to their
point of delivery, put the network under strain, hamper the ability to do proper network
and capacity planning. Moreover they place the network and other customer’s electricity
supply and the licensee at risk.
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APPLICABILITY OF THE RULES
The NMD and MEC rules are applicable to consumers of electricity (loads) supplied by
licensees, whereby demand is measured and charged on a R/kVA basis and generators
that are connected to and deliver energy to the transmission and distribution system
where demand is measured and charged on a R/kW basis. The reviewed rules replace
the approved NMD rules dated December 2015.
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LEGAL BASIS
The National Energy Regulator of South Africa (NERSA) is a regulatory authority
established as a juristic person in terms of Section 3 of the National Energy Regulator
Act, 2004 (Act No. 40 of 2004). NERSA’s mandate is to regulate the electricity, pipedgas and petroleum pipelines industries in terms of the Electricity Regulation Act, 2006
(Act No. 4 of 2006), Gas Act, 2001 (Act No. 48 of 2001) and Petroleum Pipelines Act,
2003 (Act No. 60 of 2003).
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THE NMD AND MEC RULES
APPLICATION OF THE NMD AND MEC BY LOADS AND GENERATORS

5.1 Selection of NMD and/or MEC
5.1.1

The notified maximum demand (NMD) is the contracted notified maximum
demand, expressed in kVA and based on a 30-minute integrating period per
point of delivery (POD) agreed to in writing between licensee and the
customer, based on the requirements of the customer and the capacity of the
network reserved for that customer’s use under normal system conditions in
all time periods. Consumers of electricity (loads) apply for NMD.

5.1.2

The maximum export capacity (MEC) is the contracted maximum export
capacity, expressed in kW and based on a 30-minute integrating period per
point of connection (PoC) agreed to in writing between licensee and the
customer, based on the requirements of the customer and the capacity of the
network reserved for that customer’s use under normal system conditions in
all time periods. Generators apply for MEC.

5.1.3

The NMD and/or MEC should, however, never be exceeded unless agreed
to between the licensee and the customers.
5.1.3.1 Should the NMD be exceeded, excess network capacity charges for loads
will be payable.
5.1.3.2 Should the MEC be exceeded, excess network capacity charges applicable
for generators will be payable.
5.1.3.3 To avoid network capacity charges applicable for loads and/or generators
excess MEC charges, a request should be submitted in writing to licensee to have
the NMD and/or MEC increased.

5.2 Notification of demand for customers with own generation, active load
control, power factor correction equipment and the appropriate level of
export capacity
5.2.1 Customers with on-site generation, active load control or power factor
correction equipment must select an NMD level that includes–
5.2.1.1 The demand under normal operational requirements; and
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5.2.1.2 A credible standby demand that caters for the load increase that would arise
from any credible contingency including the loss or failure of any or all of the
generation, load control or power factor control equipment.
The Figure 1 below provides a graphic example of the NMD value for a customer
that uses own generation to provide a portion of energy requirements.

Figure 1: NMD determination for a customer using its own generation to satisfy a portion of its
electricity requirements

5.2.2 The MEC for each PoC should take account of normal operational
requirements while also minimising the risk of the MEC being exceeded under
any credible contingency.
5.3 Customers that receive the benefit of diversity
5.3.1 Where a customer has multiple points of supply connected to a point of
delivery (POD), the NMD will be the sum of the maximum demands for all of
the points of supply connected to the POD. The sum of the maximum demands
may be determined vectorially.
5.3.2 Where customers qualify to receive the benefit of diversity across multiple
points of delivery, the customer is required to notify licensee of the maximum
capacity to be provided at each individual POD under normal operating and
loading conditions, that is, before load shifting takes place from one POD to
another. For example, due to abnormal network conditions or the operational
requirements of the customer.
5.3.3 Customers who have been granted the benefit of diversity are permitted, in
terms of the rules for diversity benefits, to exceed the NMDs as notified for the
different PODs. Under no circumstances may the customer exceed the
installed capacity at the different PODs, with due regard for the loads of other
customers who may be supplied from the same network.
5.3.4 Licensee reserves the right to impose upper loading limits for each POD. The
sum of the stated NMDs for all individual PODs receiving the benefit of
diversity must be equal to or greater than the simultaneous maximum demand
that will be jointly required at all of these PODs. The sum of these demands
is determined by arithmetic summation.
5.3.5 Simultaneous maximum demand (SMD) is determined by measuring the actual
demand of each POD, for each 30-minute integrating period, and adding
together the value of the different PODs for each of the 30-minute periods in
the month, i.e., the values for all PODs for the first period are added together
to determine the sum of the demands for all PODs for that half -hour; the values
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for the second period are added together and so forth for all of the half -hourly
periods in the month. The highest value of all of these 30 -minute periods
determines the SMD, which may never exceed the sum of the NMDs.
5.3.6 Where multiple PODs receive the benefit of diversity, the network capacity
charge (NCC) per POD will be payable and based on the individual POD’s NMD,
provided that the simultaneous maximum demand of all PODs receiving
diversity benefit does not exceed the sum of the NMDs of the same PODs.
Where the simultaneous maximum demand exceeds the sum of the NMDs, this
will be treated as an NMD exceedance in accordance with the above -stated
principles. Therefore, the NCC per POD will then be based on the greater of
the NMD and apportioned NMD for that POD, where: POD apportioned NMD =
Total SMD x POD NMD ÷ Total NMD.
5.3.7 The NCC per POD is based on the annual utilised capacity which is the greater
of the NMD per POD and the apportioned NMD for the same POD during the
current month and preceding 11 months.
5.4 Customers that request for a change in NMD and/or MEC
5.4.1 Customers that request a change in the NMD and/or MEC shall be considered
for a modification of the size of the supply and an amendment to the electricity
supply agreement and/or connection and use of system agreement.
5.4.2 A change in NMD and/or MEC is always subject to the available capacity.
5.4.3 A request for a change in the NMD and/or MEC must be made in writing to the
licensee, after which licensee will evaluate the request and prepare a
quotation which will include the connection charges payable. The connection
charges will take into account the following:
a) additional dedicated costs; and
b) upstream sharing charges where applicable.
5.4.4 To effect the change in NMD and/or MEC, the quotation 1 will have to be
accepted by the customer, and the licensee should provide the customer with
the details of the quotation process. The reasonableness of the quotation should
be aligned to the South African Grid Code – The Network Code version 9.0. in Clause
2 (2).
5.4.5 To effect the change in NMD and/or MEC the connection charges will have to be paid
and a new supply agreement or an amended agreement will be have to be concluded
between the licensee and the customer.
5.4.6 The methodology used for calculating connection charges should be in line
with the South African Grid Code – Transmission Tariff Code version 9.0.
5.4.7 The new NMD and/or MEC will apply from the date that the additional capacity
is made available by the licensee and the customer shall not be entitled to the
additional capacity until the agreed date.

1

The normal quotation process will be according to the grid code and the NRS documents.
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5.5 Customers that request for an increase in NMD and/ or MEC
5.5.1 Customers that apply to the licensee for an increase in NMD and /or MEC should do
so timeously in cases whereby a licensee will require a new network.
5.5.2 The application for an increase in NMD and /or MEC will be subject to compliance
with the requirements listed in Clause 5.5.2, 5.5.3, and 5.5.4.
5.5.3 Customers that are in arrears should be allowed to upgrade their NMD and /or MEC
subject to the payment agreements or arrangements between the licensee and the
customer.
5.5.4 The application should follow the normal connection process of the licensee.
5.5.5 The customer should be informed about the complexity of the NMD and/ or MEC
upgrade and be kept abreast of the developments.
5.6 Temporary increases in NMD and/or MEC agreed to in advance
5.6.1 Temporary increases in NMD and/or MEC may be made available to customers
to address specific, short-term needs such as the commissioning of a new plant
or re-commissioning or refurbishment of an existing plant prior to returning it to
full service. However temporary reductions should not be permitted by
licensees.
5.6.2 Temporary NMD and/or MEC increases will not be granted to address normal
operational requirements or seasonal demand variations or any other
requirement of a cyclical or repetitive nature.
5.6.3 Temporary NMD and/or MEC increases shall be subject to the customer
obtaining prior written agreement from the licensee, such agreement shall be
subject to the availability of the necessary network and generation capacity, on
the increase being of a temporary nature and the payment of the applicable
connection charges.
5.6.4 Temporary increases in NMD and/or MEC will be applicable only for the period
agreed between the licensee and the customer and thereafter the contracted
value will again apply.
5.7 Reductions in NMD and/or MEC
5.7.1 Where a customer requests a reduction in NMD and/or MEC, a written notice
of 12 months is required without motivation. However for NMD and/or MEC, if
a customer can motivate a downgrade for valid reasons, permission for a
shorter notice period with a minimum of three months will not be unreasonably
withheld.
5.7.2 The licensee shall not continue to charge the excess charges beyond the
notice period.
5.7.3 A reduction in NMD and/or MEC below the highest measured demand in any
time period for the most recent 12 billing periods will not be allowed, unless
successfully motivated on the basis of:
a) change in operations or closure of plant;
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b) customer installation of load management equipment;
c) customer implementation of demand side management initiatives; or
d) demand exemptions granted by licensee.
5.7.4 The timing of the reduced NMD and/or MEC will be subject to compliance with
the requirements listed in Clause 1.5 and the motivation as provided in
Clause 5.7.1 being approved.
5.7.5 Once approved and provided there is no connection work required, the
reduced NMD will take effect from the billing period following the expiry of
the notice period. The reduced NMD and/or MEC will be applied from the first
reading date following the notice period that the licensee agreed to.
5.7.6 A connection charge may be required where equipment must be removed .
5.7.7 For loads, the annual utilised capacity (AUC) will be reset to the new lower
value.
5.7.7.1 For loads on rural tariffs, a reduction of the NMD in terms of 5.7 shall be
subject to the notice period in the customers’ electricity supply agreements
5.7.7.2 If, in the 12 months following any reduction of NMD under Clause 5.7.1, the
reduced NMD is exceeded, the new demand level recorded will become the annual
utilised capacity (AUC) where the new demand exceeds the allowable 5% deadband.
5.7.8 This will apply from the time of the reduction (i.e., it will be backdated with
interest but only for those events exceeding the NMD) and the customer will
be rebilled accordingly, including all excess charges stated in Clause 5.5.
This shall not apply to temporary increases in negotiated demand.
5.8 Implications of exceeding the NMD and/or MEC
5.8.1 Customers are required to adhere to the contracted NMD and/or MEC and
should not exceed it unless the licensee has agreed to the exceedance
in writing and in advance.
5.8.2 An exceedance of the NMD and/or MEC is a breach of the electricity
supply agreement and/or connection and use of system agreement. The
licensee may request the customer in breach of contract to remain within
the contractual NMD and/ or MEC.
5.8.3 If the customer fails to heed the request in clause 5.8.2, remedies may
be implemented by the licensee to correct such breach, including the right
to negotiate agreements, the right to limit the capacity to the NMD and/or
MEC value.
5.8.4 Where the capacity of the licensee network is inadequate to make supply
available at a higher level on a continuous basis, the new demand level
will apply only for the billing period in which it was established, pending
the upgrading of the local network and renegotiation of the NMD and/or
MEC. Thereafter the NMD and/or MEC will be limited to the available
capacity of the network, as determined by the licensee, by suitable loadlimiting equipment installed by the customer. The customer will be liable
for all associated costs if the actual demand is still exceeded.
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5.9

Exemptions for exceedance of NMD and/or MEC

Exemptions for exceeding the AUC, MEC and/or chargeable demand due to
unforeseen demand overshoots (including faults) caused by a failure in normal
operations and/or technical functioning of a customer’s load, or as a result of
force majeure. (Note: temporary increases agreed to in advance are covered
in Clause 5.7).
5.9.1 Applications for exemptions
The customer is required to submit a fully motivated written application.
If approved, an exemption will be provided on the terms and conditions
set by the licensee. For loads, these exemptions will be recorded in the
customer’s history and will be considered when establishing a new AUC
for the next 12-month period (in the case of loads).
5.9.2 Exemptions for demand overshoots attributable to the licensee and
force majeure
In all instances where a customer’s demand overshoot is caused by the
licensee’s electricity supply event or is due to force majeure (as defined
in the supply agreement), the actual measured and chargeable demand
will be reset to a value that would have prevailed had the event giving
rise to the overshoot not taken place. This will be done within the month
it occurred and the customer will pay only the demand-related charges
on the demand that would have applied had the event not taken place.
Neither the UC nor the NMD will be reset to the higher (actual
measured) value.
5.9.3 Exemptions for demand overshoots attributable to demand side
management (DSM) strategies or demand market participation
(DMP) products
5.9.3.1 Demand overshoots above the normal NMD due to a load
response from the licensee-initiated DSM strategies or DMP,
will be exempted.
5.9.3.2 For demand overshoots attributable to specific short -term
requirements such as commissioning refer to Clause 5.6,
Temporary increase in NMD agreed to in advance.
5.10 Refusal to grant demand exemption/temporary increase in demand
a) Where the customer’s operation is responsible for the event leading to the
NMD and/or MEC being exceeded, exemption will be dealt with on a case by
case basis.
b) Typical events causing a demand which will not receive exemption, include shortterm fluctuations in demand, failure or subsequent return to service of any part of the
customer’s plant or load control systems, including power factor correction failure,
failure of own generation equipment or human error, and operational decisions of the
12

customer not agreed to in writing (including commissioning) and without any advance
arrangement.
6

CHARGES APPLICABLE FOR LOADS

6.1 Determination of the annual and monthly utilised capacity for loads
6.1.1 Each customer’s Monthly Utilised Capacity (MUC) and AUC will be
determined at the end of each billing period.
6.1.2 The Monthly Utilised Capacity and Annual Utilised Capacity are used to
determine the network capacity charges for loads.
6.1.3 The Monthly Utilised Capacity (MUC, expressed in kVA) is defined as the
higher of:
6.1.3.1 the agreed (i.e., contractual) NMD; or
6.1.3.2 the actual maximum half-hourly demand (MD) measured in any time of use
period during a single billing period (i.e., a month).
6.1.4 The Annual Utilised Capacity (AUC, expressed in kVA) is defined as the higher
of:
6.1.4.1 the agreed (i.e. contractual) NMD; or
6.1.4.2 the highest MUC outside of the allowable 5% deadband exceeding the NMD,
recorded for the most recent 12 billing periods, which shall include the current
billing period (i.e., a rolling 12-month period).
6.1.5 Where a customer has been granted the benefit of diversity in terms of the
applicable rules, the determination of MUC and AUC per this clause 5.9 shall
apply in respect of the simultaneous maximum demand of the relevant PODs.
6.2 Excess network capacity charge for loads
6.2.1 The AUC shall be used to determine the excess network capacity charge for
loads.
6.2.2 If the maximum demand (MD) is higher than the NMD the following is
applicable:
a) The AUC will be reset as the higher of the actual recorded demand registered
during that billing month or the previously set AUC, except for the first two
events or any two events that are within 5% of the NMD, over the preceding
rolling 12 months.
b) From the third event where the NMD is exceeded by more than 5%, the AUC
is reset as the higher of the actual recorded demand registered during that
billing month or the previously set AUC. Note that the AUC will not be set to a
lower value during the 12-month period. The NMD will also not be reset unless
the customer officially requests an increase from the licensee in writing. This
also applies to the exceedance limit of 5% above the NMD – it only changes
when the NMD is formally reset.
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c) On the third event or for any other subsequent event where the NMD is
exceeded, an excess network capacity charge (NCC) will be charged for the
MUC exceeding the contracted NMD. This means that for any event where the
NMD is exceeded, an excess NCC will be charged, based on the portion of
the demand exceeding the NMD. The formula is depicted below:
Excess network access charge = Amount by which the MUC exceeds NMD (in kVA)
x applicable tariff Network capacity charges for loads(R/kVA).
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CHARGES APPLICABLE FOR GENERATORS

7.1 Determination of Monthly Maximum Export Capacity for generators
7.1.1

Each customer’s Monthly Maximum Export Capacity will be determined at the
end of each billing period.

7.1.2 The Monthly Maximum Export Capacity is used to determine the Network
Capacity charges for generators.
7.1.3 The Monthly Maximum Export Capacity (MEC, expressed in kW) is defined as
the higher of:
7.1.3.1 The agreed (i.e., contractual) MEC; or
7.1.3.2 The maximum half-hourly demand (MD) measured in any time of use period
during a single billing period (i.e., a month).
7.1.4 Determination of the Monthly Maximum Export Capacity during the billing
process will be as follows:
7.1.4.1 The licensee shall raise a network capacity charge for generators at the rates
approved by NERSA from time to time.
7.1.4.2 While Medium voltage generators and transmission connected generator
connected in the Cape and Karoo are not liable for network capacity charges,
charges will be raised for maximum export capacity utilised in excess of the
contractual MEC when either –
a) a customer is granted a temporary MEC increase in terms of clause 5.7;
or
b) a customer exceeds the agreed MEC level as outlined in clause 5.9 and
the charges applicable for the preceding or subsequent voltage or
transmission zone for generators will be applicable.
7.2 Excess network charges for generators
7.2.1 The monthly Maximum Export Capacity shall be used to determine the excess
network capacity charge for generators.
7.2.2 Excess network charges shall not be levied on a generator for a particular
billing period provided that there is evidence that the exceeded MEC is a direct
result of one or more of the following:
a) a licensee electricity supply event (e.g., supply interruption); and
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b) force majeure as defined in the connection and use of system agreement .
7.2.3 If the generator exceeds the MEC, except for the above reasons provided in
clause 7.2.2 charges will be raised for the excess MEC at the network capacity
charge for generators. The excess network capacity charge for generators
shall be based on the network capacity charge applicable for generators.
7.2.3.1 While the MEC is exceeded and the losses charges are negative, the energy
associated with the exceeded MEC will be ignored for the purpose of the
calculation of the losses charges.
7.2.3.2 While the network capacity charges are zero or negative, the excess network
capacity charges will be based on the next transmission zone or supply voltage
where the network capacity charge is applicable.
7.2.4 The excess MEC will only be chargeable for the billing period in which the
exceedance occurs.
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APPLICATION OF NMD AND MEC RULES FOR CUSTOMERS THAT ARE
BOTH A LOAD AND A GENERATOR CUSTOMER AT THE SAME POINT OF
SUPPLY (OR METERING POINT)

This section is applicable to all customers that are both a load (consuming energy
from the grid) and a generator (exporting or delivering energy to the grid) customer
at the same point of supply or supply, such as co-generators or generators that
require supply for its consumption needs.
8.1 General rules in terms of the NMD and MEC
All the rules as applicable for loads and generators in terms of above shall apply.
8.2 Charges due to exceeding the NMD and MEC
8.2.1 The customer shall be required to separately notify the NMD and the MEC.
8.2.2 Any exceedance registered for customers that are both consuming and
generating energy at the same point of supply shall be based on the measured
actual demand registered for both consumption and generation at the point of
supply.
8.2.3 The charges applicable for exceedance of NMD and MEC shall be based on
clause 6.2 and 7.2 respectively.
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