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Cost of Supply Framework & Afriforum case
Cost of Supply Study Model - NERSA

Input Data

Cost-Reflective Tariff Model - National Treasury
Benchmarking of electricity tariffs

Tariff structure/breakdown

Outcomes of the Cost of Supply Study
A call for data integrity and collaborations
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N GE £ - | m—y | Cost of Supply

Study on

REPUBLIC OF SOUTH AFRICA

NATIONAL ENERGY REGULATOR OF SOUTH AFRICA

approval of
tariffs.

IN THE HIGH COURT OF SOUTH AFRICA

GAUTENG DIVISION, PRETORIA

CASE NO: 2024-061993

(n REPORTABLE: NO
SA LG A (2) OF INTEREST TO OTHER JUDGES: NO
(3) REVISED: YES
0 .
2
(3 Date: 19 August 2024

Inspiring service delivery

COST OF SUPPLY FRAMEWORK

SOUTH AFRICAN LOCAL GOVERNMENT ASSOCIATION First Applicant

Dale

RISK: NERSA Iikely tO rEjECt o NATIONAL ENERGY REGULATOR OF SOUTH AFRICA Second Applicant
applications for 2025/26 tariff |..

and

AFRIFORUM NPC Respondent

increases without Cost of Supply |....J

JUDGMENT

StUdy soutn] opEvesas

[1] NERSA and SALGA seek leave to appeal against an order from this Court. The order

If a rove d Afrifo r.u m is I i ke I to ESKOM declared NERSA's methodology for determining electricity tariff increases unlawful,
p p V4 y RAND W invalid, and unenforceable (paragraph 2 of the order). The method was unlawful as it
—— ———

failed to require tariff increases to be based on cost of supply studies. In addition, the

i nte rd ict i m p I e m e ntat i o n o MUNICII Court ordered that NERSA must use a methodology premised on a cost of supply

wiMoneyweb wosn

AfriForum v Nersa: Don't allow
implementation of unlawful tariffs

Until appeal is finalised.

By Antoinette Slabbert - 4 Jul 2024 (O 04:02
42
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https://www.nersa.org.za/wp-content/uploads/bsk-pdf-manager/2020/09/Cost-of-Supply-Framework.pdf
https://www.moneyweb.co.za/news/south-africa/afriforum-v-nersa-dont-allow-implementation-of-unlawful-tariffs/
https://www.saflii.org/za/cases/ZAGPPHC/2024/638.pdf
https://www.saflii.org/za/cases/ZAGPPHC/2024/826.pdf

Cost of Supply Study Model

national treasury

Degartmant
LS Teasury
REPUBLIC OF SOUTH AFRICA

. r SUSTAINABLI z
ENERGY g I

> Title  Guide

Map Generate a report Data quality diagnostic Data Inputs -->

ABC D E 3 I H J K L M N o
1 Title Page and Introduction e gIZ
v

2 This sheet provides a first introduction to the workbook

3

4

5

6 Title and brief description of the workbook

7 Cost of service tool

8

9 Use of the workbook
The model's input sheets {tabs in yellow) need to be populated first using the ‘Guide’ tab and user manual. All input sheets need to be filled in order to have correct results. The main outputs of the model are the COS calculation tabs {in green)
and the tariff setting tabs (in arange). Any modification in the calculations may affect the functionality of the model, therefore it should be done with care and only if it is necessary.

10

1

12 Disclaimer
All statements, projections, or forecasts and any other accompanying material concerning future matters are for indicative purposes and are not representations as to future performance, events, results, or outcomes. These statements,
projections or forecasts will be based on a large number of assumptions that are subject to significant uncertainties and contingencies, many of which are outside the contral of Ricardo Energy & Enviranment and its directors, officers and
agents
Thus, no representation or warranty is made that any statement, projection, forecast or assumption will be achieved or that all relevant facts or circumstances have been taken into account in preparing the statements, projections or forecasts.

13

14

15 Copyright
This spreadsheet tool has been developed by Ricardo Energy & Environment, a trading name of Ricardo-AEA Ltd. Any information and results derived from the use of this spread sheet are subject to the accuracy of data inputs supplied by the

o user. Al users of this tool are advised to take their own review of its assumptions and calculations and all information and results should be checked and challenged before any reliance, publication or use.

17

12 Check of checks

19 The Map sheet contains the results of each sheet's autocheck - the overall result is presented below:

20 Overal workbook check of checks -

21

General Data Inputs --> Methodology Inputs Index Tables  Year Guide

* Revenue ,
Requirement
@

Cost
Functionalisation

Cost
Classification

Cost
Allocation

Rate
Design
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Input Data

rINTEG RATION

YO0 = 2023/24
Immediate Audited
FY

Y1=2024/25

Adjusted Budget

Y2 =2025/26
Tariff calculation

Y3 =2026/27
Y4 =2027/28

Data Inputs:
Landing sheefs for dafa from user

Methodology
Inputs

Index Tables

General Data Inputs

Year Guide

MNon-Eskom
PPurchase

Inputs

Asset Register
Inputs Inputs inputs Inputs
Y
Year 1-4

Financial Commercial Technical End-User Tariff

inputs inputs inputs inputs
Eskom Tariff . Benchmarking Mew Rates test

inputs FEE inputs inputs inputs
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Cost-Reflective Tariffs Model: MFMA C129

B C D E F G H ] K L M N o P Q R s
i ey ol
2 national treasury Version 2019.2
Deamant
3 Natonal Treasury
REPUBLIC OF SOUTH AFRICA
4

User
instructions

Revenue

Expenditure

Revenue
required

User instructions Revenue Expenditure Surplus Revenue required _ - - - _ I
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ERROR DETECTING

= MAINTAINING
DATABASE DATA ACCURACY &
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Benchmarking of electricity tariffs: c/kWh
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Comparison of HH Tariffs

Domestic - Conventional

Domestic- Prepaid

Households

i

.

Domestic- Indigents

.

J

0,00 50,00 100,00 150,00 200,00 250,00 300,00 350,00 400,00

c/kWh
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Tariff Structure/Breakdown

DOMESTIC

www.cigfaro.co.za

5%
m 373,8
| R&M

37, 3“

MEIGHELS 18,69
| Materials | 18,69]

m

Targeted increase/item

271 ss_ | 27,188 1

163 128
271,88 5% Salarles 4[] 782
m 27,188| 271,88
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RATE COMPARISON

New rates for Year 2 (doshboard) (Wires+Retail)

Existing rates in Year 1 {Wires + Retail)

REVENUE COMPARISON

Energy balance

Sales

Non-Eskom Power Purchases
Eskom Power Purchases

Total Energy Requirements

Technical losses
MNon-technical losses
Total losses

Total losses

Allowed losses

Allowed losses

kWh

kWh
kWh
kWh

kWh
kWh
kWh

% of total

% of total

kwh

25%

12%

62 317 458

B3 312916
B3 312916

5384 541

15610917
20995 458

9997 550

78752834

105 285 556
105 285 556

G 804 640
19728082
26532722

25%

12%
12 634 267

r

r

Standing Average Average Total average Standing Average Average Total average | Revenue from Rewenue from

charge demand rate  energy rate rate charge demand rate  energy rate rate new rates existing rates
Customer Categnries Fandfmonth  Rand'kyAfmonth cRikwh cRikwh FRandfmonth  Rand!kVAfmonth cRifkwh cRifkwh Fi million Fi million
Domestic [pre-paid) 45 180 150 221 - - 221 81,8 81,8
Domestic (conventional) 60 179 151 265 - - 221 8,6 7,2
Agriculture 504 138 154 201 241 22 151 6,9 6,9
Mining & quarrying = = = = = =
Manufacturing / Industrial 592 164 181 226 1866 200 165 53,1 53,1
Commercial [pre-paid) 159 185 200 284 - - 284 14,2 14,2
Commercial [conventional) 148 142 155 201 Bl 22 191 20,3 20,3

0 1 2

82515719

115299 484
115 299 484

17 172 849

15610917

32783765
28%

12%
13835938
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Accurate, credible & Reliable Data

C I G FA R O
Revenue base Trading ser\rlce.s
X - Meter location
- Location i
- Prepaid/smart/
- Property value .
U conventional
- Usage - Regul di
gular reading
- Category Property MEt?rEd - Accurate billing
- Registered data SErvices - R&M
ownership - Loss management
Customer Service delivery
- 1D No. . - Communication
- Names & Surname Customer Service - Awareness
- Account No. data delivery - Consistent delivery of
Physical & Postal address services
- cell phone - Timely query resolution
- Email address - Timely distribution of
- Indigent status accurate account/billing
- Alive/ deceased information

www.cigfaro.co.za 11



Integrated Revenue Value Chain
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Human
Settlements

Surveyor

General

= Legal
Deeds ! Services

Registry

Municipal
Revenue
Management

Infrastructure

Interdependencies integral to effective
municipal revenue management

Town ‘
Planning Valuations

; S
V Information =

Technology

Source: National Treasury (adapted)
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LET'S CONNECT
23 APRIL 2025

Zolam Zonyane, Public Finance Management @ Ndalo Goverance

Adwsory | Cocreation | Board Chairperson | #Governance | Project == USB
Management | Leadership | Integrated Revenue Management | Clir

Development & Support | Municipal Recovery Plans | #IDP | Budgeting
| Reporting | INTJ

@' +27 83 595 7818
l - |
[[@J zolani@ndalo-governance.co.za

e MUNICPAL T

Advisory | Cocreation | Consulting
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https://www.linkedin.com/in/zsszonyane/
https://www.linkedin.com/in/zsszonyane/
https://www.facebook.com/zolani.zonyane
https://www.instagram.com/zolani_zonyane/
https://x.com/zsszonyane
mailto:zolani@ndalo-governance.co.za
https://www.linkedin.com/company/ndalo-governance/?viewAsMember=true
https://futurecitiesafrica.com/past-future-cities-africa-webinars.php

Insights, Thoughts & Contributions

‘Government Finance, Audit & Risk Officers

Chartered Institute of
n

www.cigfaro.co.za 14



NN
MR
SN

777

/
7

1/
17,

”
&7

‘,/

- L7

Chartered Institute of
Government Finance, Audit & Risk Officers

O
o
<
L
O
O

| Body

SAQA Recognised Professiona

15



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15

