® E€skom

Eskom Retail Tariff Plan
2023-24




Background @ Eskom

1. There are 2 aspects impacting tariff charges
»  Revenue determination — sets the level
»  Tariff design — sets the rates and structure to end-use customers

2. Currently Eskom Distribution sets the standard retail tariffs and recovers
the revenue for the whole of Eskom to direct customers and municipal
licensees to recover the approved MYPD determination

» Distribution purchases the energy at the Wholesale level and Transmission
services through an internal transfer mechanism and this is a pass-through
in the standard retail tariffs.

3. Eskom in 2020, submitted proposed structural changes to NERSA based
on the principles in the EPP and NERSA previous decisions. Eskom will
be submitting a revised version of this plan.

» This submission is an update of the 2020 submission, based on the same
motivations used in the 2020 submission, the latest CTS and includes the
further unbundling of the energy charges into fixed generation capacity
charge and variable TOU charges to align with the wholesale purchases.



Electricity tariff value chain @ Eskom

Wholesale purchase price (energy and Tx charges)
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All energy purchases are blended into a wholesale integrated
selling price (WISP)

All Transmission network and ancillary service charges

Not possible in

Eskom Distribution buys the energy and capacity @ WISP and Tx services through retail tariffs to
an internal transfer mechanism (does not buy from Eskom Generation). This is a
allocate costs

pass through to customers)
* per generator
as this is not
how energy is
purchased

Sold at retail tariffs to all customers including use of system

Customers buy energy services only from Eskom

Distribution through retail charges or through a bilateral
contract




Basis for cost allocation in retalil tariffs ® Eskom

Functionalised Costs driver(s) Allocation method(s) Unit cost drivers
costs
Generation Wholesale energy purchases (TOU) and | ToU and seasonally differentiated energy c/kWh and future
Purchases generation capacity purchase rates and annual maximum demand R/kKVA)
purchased
Transmission Installed capacity and location /zonal Utilised capacity demand at purchase level per R/KVA
purchases differentiation Transmission zone
Distribution Capacity (transformation and lines) Purchase Maximum demands adjusted for R/KVA

diversity in the cost allocation diagram (CAD)

Retail costs Number of PoDs PoD weighting / ratio to serve various customer R/PoD/day
types)

Eskom Transmission purchases energy from Eskom Generation and IPPs

A wholesale purchase structure and rates are derived from the above costs based on the
system profile, and not individual customer profiles

The above is a pass-through in the retail tariffs at the wholesale purchase rates and structure

There is no link in the retail charges between a customer and a generator except if there is
bilateral trade

Customer profile information is used to allocate wholesale purchase costs to each customer
or customer category (forecast or representative)




Why do tariffs need to be restructured?

Tariffs need to be modernised to reflect the changing
electricity supply and demand environment

"To reflect costs more accurately by:

*Avoid unjustified over/under-recovery of costs from customers and creating
unintended subsidies.

*Ensure fairness and equity and transparency of subsidies existing in the system.
*Include use of systems costs for generators.

Prepare for Eskom unbundling by ensuring that divisional
costs are accurately reflected to avoid large tariff impacts
after legal separation.

® Eskom

What are the
goals, principles
and outcomes?

N

Provide the correct pricing signals for capacity and
usage.

Mitigate volume and revenue risk and avoiding price
increase impact on all customers (reduced volume =
higher price increases)
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Eskom volume risk exposure

® Eskom

Rm 250 000

Rm 200 000

Rm 150 000

Rm 100 000

Rm 50 000

Rm 0

Eskom 2021/22 cost and tariff splits - fixed and variable
Retail

Transmission

and Distribution T A% Existing Tariffs
variable charges Proposed Tariffs
(90%) variable charge!
(76%)
Enctey Assumed
60% for +
(Eskom Generation a30b cots
. exposed to
Generation and 95% for valuine ek
+ IPPS) Dx and Tx
Cost fixed
(76%) L. . Proposed Tariff
Cost per division Total costs Current tariff Proposed tariff

* 10% of Eskom’s revenue is currently recovered through fixed charges, whereas
a conservative 76% is fixed costs.
« The proposed changes, including the introduction of the generation capacity
charge, increases the fixed contribution to 24%, still well below the 76% fixed

costs.



Tariff design process and proposed
structural changes
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Tariff change process

8) Internal approval,
consultation, public hearing
and Nersa decision

« MFMA and SALGA

* Nersa

« Customers

* Other stakeholders

7) Impact on revenue and
impact on customers
assessed and changes
made if required

6) Tariff design takes place

based on strategic objectives

and tariff category

- Update on costs

- Changes to tariff structures

- Pricing signals applied

- Charges may be bundled e.g. IBT

- Subsidies applied |

Takes into account: national
policy and direction (The
Electricity Pricing Policy of DoE),
Eskom business requirements
(Corporate Plan), stakeholder and
customers inputs, Regulation (the
Electricity Regulation Act, the
NERSA Codes, rules and
guidelines)

® Eskom

1: Determine
total cost and
volumes

" 8: Submit for

approval

2: Create

Segmentation

7: Calculate
& analyse

tariff . .

charges Tariff design process

6: Design

tariff

to meet

Strategic
pillars

5: Calculate
cost reflective
rates

categories

3: Determine
cost drivers

4: Allccate
costs

1) MYPD decision on allowed
revenue and volumes used in the
cost-to-serve study

2) Segment customers based on
load factor, size, demand,
location and existing tariff

3) Determine the driver of cost
e.g kWh, kVA , no. of connection
load factor, time of use etc.?

4) Allocate costs and
volumes using segmentation
and cost drivers

5) Calculate rates per cost driver
from the allocated costs

- These are “pure” cost
- reflective _and unbundled rates

nnnnnnnnnnn

Q‘
Cost ;o serve (or cost of supply study)
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Updating all charges ui%ing an updated cost-to-
serve (CTS) study

Aligning the energy related charges with the
Wholesale purchase structure:

a) Splitting the energy charge into variable
TOU c/kWh charges and a fixed
generation capacity charge (GCC)

b) Changes to the TOU ratios and TOU
periods to be aligned to the wholesale
rates.

Increasing the Distribution fixed charge network
charges component weighting, with a
commensurate reduction of the variable charge
weighting for all tariffs with network charges.

Increasing the low voltage charges for Urban
LPU — reduces the LV subsidy for larger
supplies

Removing IBT for Homepower and Homelight

The introduction of a residential time-of-use
tariff called Homeflex with an offset rate for
those with small scale embedded generation
(SSEG)

10.

The structural changes being proposed are”

® Eskom

Service charges to be based on number of
PODS (points of delivery) and not accounts

Amending the Transmission loss factors for
generators so that the loss factors in specific
zones are no longer negative.

Rationalisation and combining of the
municipal tariffs into only three tariff
categories

a)

a large power version combining
Megaflex, Miniflex, Nightsave Urban,
Ruraflex and Nightsave Rural into a tariff
called Municflex,

a small power version combining
Landrate, Businessrate, and Homepower
into a tariff called Municrate, and

a Public Lighting tariff for non-metered
lighting supplies (no change just updated
with the CTS).[previously approved in
Eskom but not approved by Nersa —
required it to be based on a cost to serve
study]




Percentage impact of updating charges with
the CTS ® €skom

40%

. Urban large power tariffs (non-local authority) and Municflex impact per charge type

0% .

20% I I I
40%
-60%

-80%
o Transmission  Distributi
ransmission  Distribution
E . LV subsid Affordability  Ancill
METEY network network  Retail charges SIERIY ERS and AFS o a o n ey
charges charge subsidy  service charge
charges charges
B Urban LPU non-local-authority 11% -25% -28% -47% -85% -33% -63% -59%
Municflex 5% -19% -33% -39% -65% -30% 0% -58%

*The energy cost has increased at a higher rate than the average price
increase applied to energy charges over the years.

*Energy costs and therefore energy charges have increased to align with the
10 above and network charges reduced.




How the tariffs were calculated (1)

. Energy costs were taken as is from the CTS (cost-to-serve) split into variable generation
costs and generation capacity costs.

For TOU tariffs the costs were split into c/kWh peak, standard and off-peak periods and seasonally
differentiated, based on the new wholesale TOU structure and periods.

For non-TOU tariffs, a representative load profile was used to determine an average annual c/kWh value.

The generation capacity costs are charged as R/kVA charge based on the utilised capacity.

. Transmission network costs were taken as is from the CTS study results and either
charged as a separate R/kVA charge or combined with Distribution network costs.

. Subsidies (the electrification, rural and affordability subsidies) were then determined from
the shortfall between costs and revised tariffs and this was then added to the Urban power
ightsave Urban, Megaflex, Miniflex, Businessrate, Transflex and Municflex.

. For public lighting, total costs were used as is and converted into the public lighting tariff

. For Municflex and Municrate, all charges were based on costs as is from the CTS study
results, for the combined current municipal tariffs. A low voltage subsidy was calculated
u. AT Al U SAHILS ificatio dal U U1 d lll'-!!‘!

Gigaflex comprises of customers from Megaflex, Miniflex and Nightsave rural. The tariff is
designed similar to Megaflex however does not contribute to subsidies.




How the tariffs were calculated (2) ® Eskom

8. Distribution network costs were taken as is from the CTS study

results and then changes applied as follows:

* For the urban non-local authority LPU tariffs, the Distribution netw%
costs have been split into fixed R/kVA unit rates (based on utilised
capacity and not dependent on consumption) and variable R/kVA unit
rates (dependent on demand in a month)

« Network charges are differentiated according to Distribution’s current voltage and
geographic categories.

» For the urban non-local-authority LPU tariffs (Megaflex, Miniflex, Nightsave Urban,
Megaflex Gen), the HV and Transmission connected network charges are based on
cost, plus a transparent subsidy raised to recover shortfall due to the LV and MV
connected rates that are lower than cost.

* A total of 60% of costs has been allocated as fixed and total of 40% of costs has been
allocated as variable

» A subsidy is applied to the NCC of the two lower voltage categories

» The shortfall against cost for the two lower voltage categories has then been converted
into the LV subsidy charge.

12



How the tariffs were calculated (3) ® Eskom

® e Distribution network costs were taken as is from the CTS study results and then changes
applied as follows:

For Municflex:
No change was made to the four voltage categories.

The network charges are based on local-authority cost for current local-authority Megaflex, Miniflex,
Nightsave Urban, Ruraflex, and Nightsave Rural tariffs.

A total of 60% of costs has been allocated as fixed and total of 40% of costs has been allocated as
variable

As the two lower voltage categories are currently subsidised, a subsidy of 20% has been applied to the
NCC and NDC charges of the two lower voltage categories.

The shortfall against cost for the two lower voltage categories has then been converted into the LV
subsidy charge for the local-authority tariffs.

*For Municrate \

* The network costs for Transmission and Distribution have been combined to calculate the
network charge.

« The network charges have been based on the cost-reflective combined costs for the local-
authority tariffs, Businessrate, Landrate and Homepower.

A total of 60% of costs has been allocated and divided by the number of PODS to
determine the R/POD NCC charge.

A total of 40% of costs has been allocated and divided by the total kWh sales to determine
the c/kWh NDC charge. 13




How the tariffs were calculated (4) ® Eskom

For the rural LPU non-local-authority tariffs (Ruraflex, Nightsave
Rural), the network charge has been calculated as an average for both
Ruraflex and Nightsave Rural (the network charge is a combined
charge) Distribution and Transmission costs and volumes and then
reduced by applying subsidies so that the current level of subsidies is
maintained.

» The network costs for Transmission and a percentage of the Distribution costs have
been combined to calculate the NCC.

The network charges for the two tariffs have been aligned,

This has resulted in a slight increase to Nightsave Rural and a reduction to Ruraflex
overall contribution to network charges- mainly due to volume changes.

* For Gen DUoS Urban, the network, charge will only be applicable for the > 66
kV cateaorv and is calculated as the total Distribution network costs (urban




How the tariffs were calculated (6) ® Eskom

7. ......... Distribution network costs were taken as is from the CTS study results and then changes
applied as follows:

* For Businessrate, the Distribution network costs were split into a fixed (not dependent on consumption)
and variable (dependent on consumption) allocation.

 The fixed R/day/POD charge was increased, with a commensurate reduction of the variable
c/kWnetwork charge

- For Landrate, subsidies were applied to the network charge to ensure the same level of subsidies as
current tariffs

* The split between fixed R/day/POD and variable charge remains unchanged.

» For Homepower, more cost reflective network charges were introduced, where network costs were split
into a fixed (not dependent on consumption) and variable (dependent on consumption) allocation.

» The fixed R/day/POD charge was increased, with a commensurate reduction of the variable c/kWh
network charge.

* If the network costs were used as is this would have resulted in significant increases to low
consumption users, so some scaling was done to limit this impact.

- For Homelight costs were ignored as the current tariff was used as the base. This average of the current
Homelight tariff revenue/consumption then determined the new average rate.

8. The sum of all of the above changes must equal the approved revenue requirement.
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Proposed changes to TOU rates and
periods

16



Proposed changes to the TOU tariffs

® Eskom

The current TOU charges last changed in 2005 and no longer reflect the current system and
customer requirements.

As a result the current price signals and TOU hours are not optimal for managing the system.
Therefore it is proposed to 1) change the TOU hours and 2) Change the TOU prices

Existing TOU time periods Proposed new TOU time periods

High

Increasing the evening peak to three hours (from two hours) and reducing morning peak to two hours
(from three hours)

Introducing a 2 hour standard period on a Sunday evening

Reducing the current 1:8 ratio of the summer (low demand season) off-peak rate to the winter (high
demand season) peak rate to a 1:6 ratio, and adjusting the rest of the rates commensurately

High Low

Weekday Saturday Sunday Weekday Saturday Sunday

Peak =1

Off-peak = 3

WHNOWVNDLWNKDO
VWHONOUVDHWNEO

2
2
2
-
2
2
2
2
z

NNNNNNNN

2
2 2
2 2
2 2
2 2
2 2
2 2
2 2
2 2
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System requirement for TOU changes (not to ® €skom

scale)

Very high evening peak particularly in winter

34000 Reduce high ramp up rate in (unchanged by FV) 1400
evening peak — longer
evening peak periods . N\
32000 . — T / 1200
Steep increase to morning peak 4 \ . |
30000 (unchanged by PV) / / 1000
_. J .'.": 1,“:.._: .I
28000 A Even faster : 800
' [ S A evening peak \
, | 4\ pickup \
26000 -' \ (higherpickupat | 600
/ \ stesper ramp rate \
[ \ due fo PV dropping
f \ off while demand is -
24000 / \ increasing) \ 400
| Afternoon lull !
: F [ (lower afternoon minimum) _
22000 ¢ \ 200

Very low night minimum _.~

“[Unchanged by PV)
20000 0

1 F 3 4 1 6 T 8 q 10 1" 2 13 4 15 16 17 18 198 20 21 2 23 M
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Impact of TOU tariffs over the past 21 years

has changed the system profile

Average SCALED Winter Week Profile (Jun-Aug)
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Average SCALED Summer Week Profile
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— 2000 ——2021

® Eskom

Noticeable changes
are:

A reduction in
the morning peak
over the years

A significant
increase in the
evening peak

over the years

An increase in
the Sunday
evening demand
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New TOU wholesale rates excluding losses @ Eskom

Wholesale energy rates

Season
Period Peak Standard Off-Peak Peak Standard Off-Peak

1) Existing ratios 8.00 2.31 1 | 1.67 00
2) Existing TOU ratios c/kWh .94 ; 1.0 | 83.28 B4
3) Updated CTS existing TOU ratios c/kWh 4329 00 63.86 ; 90.38

4) New ratios b.00 1.50 00 49 1.40 00

5) Updated new TOU ratios ckWh| 30198 |  7549¢ 50.33¢ 12532c | 7046c  5033c
6) Difference between current and new ratios c/kWh 58.96 b.8 .70 4.29 :
7) Difference existing WEPS vs New CTS TOU c/kWh 61.98¢ , 12.64c 2.83¢c 1425¢ = 17.10c 1.28¢

8) Difference New CTS TOU vs Old CTS TOU |

*This table compares existing WEPS on existing structure, existing WEPS on new structure, existing
WEPS structure but based on updated CTS costs and new WEPS structure on updated CTS costs

*The winter peak rate ratio has been decreased from a 1:8 ratio to a 1:6 ratio (see points 1 and 4 above).

*This ratio change before updating the energy costs with the CTS, reduced the winter prices and increases
the summer prices (see points 2 and 5 above).

*That all energy rates updated with the CTS energy cost, before the ratio change (see points 2 and 3
above) and after the ratio changes (see points 2 and 5 above), have been increased.

* This is due to the application over the years of the average price increase, to the WEPS rates
resulting the current energy rates being lower than actual average energy costs.
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TOU changes in conclusion @ Eskom

It is a pricing signal to optimise use of the system and is not based on actual costs in each TOU period.

Actual costs vary greatly depending on constraints and surplus for example, its possible that in certain hours summer peak costs might be
more expensiveiiilanllvinter peak cost.

To ensure that a load management signal is retained.

. =

///

To ensure that a strong enough peak price signal is still retained so that expensive generation plant is not
used or have capacity constraints are avoided.

4L

That the winter peak price signal is reduced, but still retained when demand is the highest.

4 L

-

\ 4

To ensure that there is signal to incentivise consumption in periods of surplus

. =

z'//

That winter and summer differentials are reduced to respond to customer requests.

-
"‘\\///
To adjust the daily peak to more accurately reflect the current and future peak times — longer and higher
evening peak.
—
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Introduction of a fixed energy charge,
the generation capacity charge



Introduction of a generation capacity charge ® Eskom

Wholesale electricity pricing structures always need to encourage the efficient use of
electricity.

Wholesale electricity sales should be based on TOU energy prices to promote the efficient
use of electricity as well as standby / generation capacity charges applied as a demand
charge.

The wholesale tariff structure needs to reflect the true costs in the supply chain and
highlight different products and services arising from changes in the industry.

Given the fixed and variable costs of generators, the view is that generators' costs should
be recovered through a combination of capacity charges (R/kVA) and energy charges
(c/kWh).

This will reduce the financial risk associated with volumetric recovery rates given the
growth in variable energy resources, which also require back up capacity.

The introduction of a fixed generation capacity charge (GCC) will result in a reduction of
the variable c/kWh charge.

The GCC is based on allocated costs for LPU tariffs and phased in 50/50 (fixed/variable)
for SPU tariffs to minimise the impact on these customers. The plan is to gradually
increase the SPU tariffs’ GCC to be 100% aligned with the wholesale purchase cost
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How the generation capacity charge is derived

from costs ® €skom

 There are two aspects of generation capacity charges:

1. The capacity charge raised by generators to the Eskom Wholesaler - paid by the Eskom
Wholesaler to Eskom Generators and IPPs that are dispatchable, in addition to energy
charges for all energy supplied by these Eskom Generators and IPPs.

2. The generation capacity charges raised by the Wholesaler to Eskom Distribution to be
recovered through the retail tariffs - Eskom Distribution buys energy and capacity from
the Wholesaler, and these rates and structures are the wholesale purchase price. The
wholesale purchase price is also then split into a retail generation capacity charge and
TOU energy charges.

* The generation capacity charge is based on the fixed costs associated with the cheapest
generators that would provide back-up in a system with high renewable penetration — in
this case a combined cycle gas turbine (not on the cost reflective capacity charges paid to
dispatchable generators).

e This capacity charge is, therefore, much lower than that paid to a coal-fired plant (with
high fixed costs) and equates to about 20% of total generation costs being recovered
through the fixed generation capacity charge

e The wholesale generation capacity cost is allocated to the different customer categories
in the CTS using the average and excess method.



Final GCC ® Eskom

* The generation capacity charge is based on allocated costs.

* A R/kVA value must be assigned to each customer category, by dividing the
allocated generation capacity costs by the annual utilized capacity.

* This value represents the final generation capacity charge which will be
assigned to each customer.

Urban LPU Municflex Transflex 1 Transflex 2 Rural LPU
Energy Energy Energy

capacity | capacity |Energy capacity Energy capacity| capacity
charge charge | charge (R/kVA) | charge (R/KVA) | charge
(R/KVA) (R/KVA) (R/KVA)

Transmission zone Voltage

<500V

2 500V & < 66kV
2 66kV & < 132kV
> 132kV
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® Eskom

Retail charges

How to log a call at Eskom ®Eskom

E l Call 0860037565

HOW to SM_S to 35328 orUse
contact
for Anciroud]




Changes to the retail charges ® €skom

Retail charge comprise the administration and customer service costs.

*Currently, the administration charge is per point of delivery, and the service charge is per account.

*Eskom proposes changing the methodology so that both the administration charges and the service
charges will be per point of delivery and differentiated on size.

*No change is proposed to the current size categories.

*The rationale is that a customer could have many PODs under one account and pay the same service
charge as a customer who has one account and one POD. This is not equitable or fair, as more retail
resources are used where there are multiple PODs to one account.

*This service charge will not be raised for each transaction separately where the reconciliation of
energy is done for wheeling, offset, and banking and where Eskom is the purchaser of energy for
generators embedded in a municipality.

*This change will mean that the service charges will decrease in value, but customers who have
consolidated many points of delivery into one account may see an overall increase in rates.

*Customers with few PODs per account will see a reduction. This change, however, cannot be viewed
in isolation to the other tariff changes as the total impact of all changes will have to be considered.
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Municipal tariffs rationalisation

IYTRATE —
BUSINESS .\ | R IUNIGRATE |
ICIPOWER —

AINELIGHTING
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RURA ;%5 el
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Proposed municipal tariff rationalisation

1.A new tariff LPU based on the Megaflex structure, but rates
calculated by combining the costs of Megaflex, Miniflex,
Nightsave Urban Large and Small, Ruraflex and Nightsave Rural
for local-authority supplies

2.A new SPU tariff based on the Business structure, but rates
calculated by combining the costs of Landrate, Businessrate and
Homepower for local-authority supplies and with the introduction
of the ERS charge

3.Public Lighting tariffs based on the cost-reflective CTS results

4.The question of inter-tariff cross-subsidisation is dealt with as
the above tariffs are now based on cost, except for the existing
socio-economic subsidies

5.The municipal tariff rates in the submission are shown in 12-
month values (based on the Eskom financial year April to
March), and in 9-month values (based on 3 months April to June
current tariffs, 9 months

6.If approved by Nersa, the existing local authority tariffs
Megaflex, Miniflex, Nightsave Urban Large and Small, Ruraflex
and Nightsave Rural will cease to exist and, be replaced by
Municflex

7.1f approved by Nersa, the existing local authority tariffs
Landrate, Businessrate and Homepower will cease to exist and,
be replaced by Municrate

® Eskom

The new tariff options reduce
complexity:

One tariff for large power
users.

One tariff for small power
users.

Public Lighting tariff remains
unchanged.

No longer have an urban/ rural
tariff differentiation.

Will simplify the sales and
revenue forecasting process
for both Eskom and
Municipalities:

Two tariff options simplify the
process of determining the
electricity purchase cost for
municipalities.

29



Impact on the restructured local-authority tariffs

® Eskom

Municipal tariffs CTS allocated Current| Diff current| Restuctured| Difference Revised| % change in| Difference in

allowed costs tariff tariff tariff new tariff subsidy revenue| revenue Rm.

Rm.| revenue Rm.| revenue and| revenue Rm| revenue and ¢/kWh
cost cost Rm.

Local-authority tariffs total R 101 669 R 108 850 R7181 R 107 948 R 6279 7.23 -1% -R 902
Megaflex to Municflex R 93504 R 100 523 R 7019 R99 762 R 6258 7.69 -0.76% -R 761
Miniflex to Municflex R 1526 R 1448 -R78 R 1598 R72 6.75 10.34% R 150
Nightsave Urban Large to Municflex R 3469 R 3649 R 179 R 3595 R 126 4.84 -1.47% -R 54
Nightsave Urban Small to Municflex R 422 R 426 R5 R 457 R 35 12.37 7.17% R31
Ruraflex to Municflex R 862 R 732 -R 130 R 762 -R 100 (21.85) 4.01% R 29
Nightsave Rural to Municflex R 1357 R 1591 R 235 R 1245 -R111 (13.14) -21.75% -R 346
Businessrate to Municrate R 104 R 132 R 28 R 126 R 22 45.42 -4.30% -R6
Landrate to Municrate R 134 R 122 -R 12 R 105 -R 29 (70.65) -14.30% -R 18
Homepower to Municrate R 26 R 22 -R3 R 33 R7 72.29 45.82% R 10
Public lighting to Public lighting R 266 R 204 -R62 R 266 R 0.04 0.02 30.28% R 62

« This table shows cost, the current revenue and the current subsidy compared

to the proposed tariffs and revised subsidies

 To be noted is that the contribution to subsidies by local-authority tariffs has

reduced

30




Municipal tariff rationalisation impacts @ Eskom

Impact of local-authority restructured tariffs - revenue Rm and %
100%
R1 500 80%
60%
R1 000 ?
40%
R500
20%
£
oc
RO 0%
-20%
-R500
-40%
-R1 000
-60%
Ao Night Night Night S
ooy Landrate Ruraflex p gt Local- Megaflex Businessr oo AR Miniflex Homepo Public
e Rural e Urban : e Urban - s
¢ to to Bt authority to ate to Small t to wer to lighting
? Municrat Municfle ‘_. = tariffs Municfle Municrat rna' = Municfle Municrat to Public
Municfle Municfle Municfle 3 )
e x total i e X e lighting
x x x
it 217%  -14.3% 4.0% -1.5% -0.8% -0.8% -4.3% 7.2% 10.3% 45.8% 30.3%
revenue
S=DIt. ";::“"“ -R346 -R18 R29 -RS4 -R902 -R761 -R6 R31 R150 R10 R62
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Impact on local authority tariffs per tariff charge type

Rm. impact of changes to rates

Eauthority
iPubﬁc

'Municflex Municrate |lighting

Network charge current R 9 285| R85 RO
Network charges proposed R 8 368| R 90| RO
% difference -10% 6% 0%
Energy charges current R 86 989| R157| R 204
Energy charges proposed R91647| R 152| R 266
% difference 5% -3% 30%
Retail charges current R276| R 35| R 0.3233
Retail charges proposed R 168| R21 R 0.3613
% difference -39% -39% 12%
ERS and AS charges current R 8 858| R O| RO
ERS and AF charges proposed R 6 200| RO| RO
% difference -30% 0% 0%
LV subsidy current R2962| RO| RO
LV subsidy proposed R 1036 R O| RO
% difference -65% 0% 0%
Total current R 108 370 R276| R 204
Total proposed R 107 419 R 263 R 266
R Difference -R 951 -R 13 R 62
% Difference -1% -5% 30%

® Eskom

Total local

authority
tariffs

R 9 369.8
R8457.6
-10%

R 87 350.4
R 92 065.5
5%

R 310.8
R 189.6
-39%

R 8 857.6
R 6 200.5
-30%

R 2962.0
R 1035.6
-65%

R 108 850.5
R 107 948.7

-R 901.8

-1%|
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Local-authority large power user tariffs
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Large power tariffs — Municflex extract

9 month view ® Eskom

Current (Megaflex)

Megaflex
TOU active energy charges High TOU actve energy charges Low Transmission
Transmission zone Voltage network charge
R/kVA
Peak Standard Off-Peak Peak Standard Off-Peak
<500V 437.10c 133.01¢c 72.58c 143.10c 98.76¢ 62.95c R12.18
<300km 2500V & <66kV 430.21c 130.35¢ 70.79c 140.34¢c 96.58c¢ 61.29c R11.11
266kV & <132kV 416.64c 126.21c 68.55¢C 135.92¢ 93.56¢ 59.34c R 10.81
>132kV* 392.65¢ 118.95¢ 64.59¢c 128.08c 88.15¢c 55.92¢ R 13.69
Local-authority Municflex large power user tariff (9 month view)
High-demand season TOU active energy Low-demand season TOU active energy
charges charges Generation | Transmission
Transmission zone Voltage capacity network
charge R/kVA | charge R/kVA
Peak Standard | Off-Peak Peak Standard Off-Peak
<500V 359.16¢ 89.78¢c 59.87c 149.07¢ 83.81c 59.88¢c R 31.50 R 8.60
<300km 2500V & <66kV 352.75¢ 88.18c 58.79c|  146.39¢c 82.31c 58.79¢ R 70.42 R 8.37
266kV & <132kV 330.12¢ 82.52c 55.02¢c 136.99¢ 77.02¢c 55.02¢c R 62.91 R7.73
>132kV* 311.47¢ 77.86¢ 51.91c 129.26¢ 72.67¢c 51.91c R 72.30 R 11.46

34




Large power tariffs — Municflex extract

9 month view ® Eskom

Current (Megaflex local-authority) — 9 month view

Distribution network charges
- . Ancillary
Voltage NCC R/kVA | NDC R/kvA | Miniflex LV subsidy Service ERS c/kWh
NDC R/kVA
Charge c/kWh
<500V R 24.29 R 46.02 22.55¢c R 0.00 0.57c 10.80c
=500V & <66kV R 22.26 R 42.21 9.47c R 0.00 0.55c 10.80c
=66kV & <132kV R 7.96 R 14.73 3.27c R 19.50 0.51c 10.80c
>132kV* R 19.50 0.48c 10.80c
*132kV/Transmission connected
. Service Charge Admin Service Reactive energy c/kVArh
Size based on MUC R/POD/da charge charge (high demand season onl
Y| R/POD/day| RI/Acc/day g y
=< 100 kVA NA R 4.32 R 19.72
> 100 kVA & = 500 kVA NA R 25.24 R 90.12 19.51
> 500 kVA & =1 MVA NA R 50.21 R 277.35
>1 MVA NA R 125.02 R 277.35
Key customers NA R 173.57 R 5434.93
Distribution network charges
Ancill
LV subsidy seﬁ'v::;y ERS
Voltage NCC R/kVA NDC R/kVA charge charge charge
R/kVA c/kWh c/kWh
<500V R 37.91 R 71.90 0.00 0.2300c 7.37c
=500V & <66kV R 27.34 R 25.89 0.00 0.2300c 7.37c
266kV & <132kV R 14.76 R 13.54 R 6.75 0.2200c 7.37c
>132kV* R 6.75 0.2000c 7.37c

*132kV/Transmission connected

Size based on MUC

Service charge Admin charge

R/POD/day R/POD/day

<100 kVA R 11.26 R 1.00

> 100 kVA & < 500 kVA R 73.75 R 13.37
> 500 kVA & =1 MVA R 239.92 R 19.72
>1 MVA R 239.92 R 19.72

Key customers R 811.04 R 19.72

Reactive energy
c/kVArh (high demand
season only

Municflex

19.74
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Megaflex and Ruraflex vs municflex

Megaflex local authority and Municflex average ¢/kWh average price depending on profile and load factor

Average ¢/kWh

600
~l- Megaflex current - Peak to off-peak
500 =i~ Megaflex current - off-peak to peak
—o—Municflex - peak to off-peak
'\{ == Municflex - off-peak to peak
400
300
200
100

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Load factor

® Eskom

TOU and proposed changes benefit high
load factor customers.

TOU tariffs reflect type of use e.g baseload
high load factor customers pay the lowest
price, versus those with low load factors or
peaky profiles have higher average prices.

3

The introduction of the generation capacity ;

charge further supports high load factor = §

customers(flattens the TOU impact) 5
0% 10% 20% 30%

Ruraflex and Municflex (local-authority tariffs kWh average price depending on profile and load factor)

=li-Ruraflex current - peak to off-peak
=+=Municflex - peak to off-peak
ws==Municflex - off-peak to peak

=fi=Ruraflex current - off-peak to peak

40% 50% 60% 70% 80% 90% 100%

Load factor
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Miniflex and Nightsave vs municflex

Average c/kWh

Miniflexand Municflex (local-authority tariffs kWh average price depending on profileand load factor)

=f=Miniflex current - peak to off-peak
\ =8=Miniflex current - off-peak to peak
\ ~s—Municflex - peak to off-peak
\'\\ =o=Municflex - off-peak to peak

® Eskom

Nightsave and Municflex (local-authority tariffs) kWh average price depending on profile and load factor

=@~ Nightsave Urban Large current
«—Municflex - peak to off-peak
== Municflex - off-peak to peak

=& Nightsave Urban Small current

=== Nightsave Rural current

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Load factor
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s %
2 e
~
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oo
o
g
I
0% 10% 20% 30%

40% 50% 60% 70% 80% 90% 100%
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Local-authority small power user tariffs
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Small power tariff — Municrate

9 month view

Current local authority SPU tariffs

® Eskom

Local authority tariffs
Ancillary Service and
Energy . NCC admin
Charge c/kWh chasrerewc(;iWh NDC clkdh R/POD/day charge ERS charge
Businessrate g R/POD/day
1 149.65 0.57 20.74 R29.74| R2547 0.00
2 149.65 0.57 20.74 R 50.16 R 25.47 0.00 : : :
3 129.65 057 20.74 R 86.68 R 2547 0.00 Local-authority small power user tariffs (9 month view)
4 402.72 0.57 20.74 0.00
Generation Ancillary Service and
i Energy charge capacity charde service NDC chkiWh NCC admin | ERS +afford.
: Ancillary Nee ser"c"ce,a"d c/kWh F;IP 01)/ i g charge RIPODIday | charge |subsidy charge
nergy service NDC c/kWh admin ERS charge Municrate %y ¢/kWh RIPOD/day
Charge c/kWh charae c/kWh R/POD/day charge
Landrate g RIPOD/day 1 128.25¢ R9.06 0.23¢ 38.46c] R23.10[ R15.08 R0.00
1 148.91 0.57 36.71 R39.20 R32.09 0.00 2 128.25¢ R 15.08 0.23¢ 38.46c] R4472] R15.08 R0.00
; 148.91 0.57 36.71 Eggig E gggg 0.00 3 128.25¢ R36.45  0.23c|  3846c| R101.17] R15.08 R 0.00
148.91 0.57 36.71 . . 0.00 4
2 3163 057 %71 R3120 .00 213.80c 0.23¢ 38.46¢ R0.00 R0.00 R0.00
Sorvi 5 .
Energy Energy NCC er::r::i:n Public nghtm,g All night| R/100W/month
Charge c/kWh |Charge c/kWh | NDC c/kWh ERS charge __munic
tstblock | 2nd block RIPOD/day | charge Allnight clkWh 156.96¢ R 52.32
Homepower 1 R/IPOD/day 24 hours c/kWh 160.26¢ R116.99
171.32 270.50 R7.33 -
Fixed charge Rid
2 171.32 263.72 R13.75 'xed charge hday R2247 Per Hiah st
3 171.32 26372 R 28.40 Maintenance charge| ~Per luminaire o
4 171.32 275.48 R 4.49 luminaire
R 63.74 R 1488.65
Public Lighting munic All night  [RM00W/month
All night c/kWh 120.80 36.89
24 hours c/kWh 161.75 106.34
Fixed charge Ri/day R7.94
.. |Per High mast
. Per luminaire o
Maintenance charge luminaire
R63.74] R 1488.65
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Local-authority public lighting tariffs

R1000 R1000
Public Lighting All night (local-authority) Public Lighting 24 hours (local-authority)
Cost-reflective, current tariff and proposed tariff Cost-reflective, current tariff and proposed tariff
R800 R800
R600 R600 s
R400 R400
R200 ol R200 i
- N - b
100 kWh/m 200 kWh/m 400 kWh/m 600 kWh/m 100 kWh/m 200 kWh/m 400 KWh/m 600 kWh/m
=l Current tariff R121 R242 R483 R725 Bl Current tariff R162 R324 Re47 R971
I Cost reflective R153 R305 R610 R915 I Cost reflective R156 R312 R623 R935
=a=Proposed tariff R153 R305 R610 R916 +=Proposed tariff R156 R312 R623 R935
R1000
Public Lighting fixed (local-authority)
R800 Cost-reflective, current tariff and proposed tariff
R600
R400
R200

R

M Current tariff
M Cost reflective

i Proposed tariff

200 kWh/m
R242
R664

R664
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Businessrate, Landrate & Homepower local-

authority current vs proposed Municrate

® Eskom

600 800 1000 1400 1800 2000 2200 2600 3000 3400 3800 4200 4600 5000 5200

Businessrate current compared to Municrate Landrate current compared to Municrate
R 2 000 Ri3'660
R 1000 |
R 1000
R0.--|-I-I-lrrr’rrrrrr ™
RO
-R1000 | I \
-R 1000
-R2 000
= £
g -R3000 g -R2000
@ @
] 3
E -R4.000 £ -R3000
© o
a o«
SN = -R4000
-R 6000 A B Blsineserate dvs Muniarated PP B Landrate 1 vs Municrate 1
x 5 M Landrate 2 vs Municrate 2
_R7000 W Businessrate 2 vs Municrate 2 )
M Businessrate 3 vs Municrate 3 -R 6 000 Mlandrate/iveMunicrate 3
-R 8 000 - M Businessrate 4 vs Municrate 4 M Landrate 4 vs Municrate 4
-R 7000
piglll 0 200 400
0 200 400 600 800 1000 1400 1800 2000 2200 2600 3000 3400 3800 4200 4600 5000 KWh/m
kWh/m
Homepower current compared to Municrate
R 4 000
R 3 000 4
R 2 000 A
E id :
S f =
[ 1
2
b g
g R 1000 -
- 2 i
y 11T |
|
RO -
B Homepower 1 vs Municrate 1
-R 1000 B Homepower 2 vs Municrate 2
® Homepower 3 vs Municrate 3
W Homepower 4 vs Municrate 4
-R 2 000

o 200 400 600 800 1000 1200 1800 2000 2200 2600 3000 3400 3800 4200 4600 5000 5400

kwh/m
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Non-local-authority small power user tariffs
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Small power use tariffs

Summary of changes per tariff (excl CTS
Impacts

Tariff

Change

Non-municipal

Businessrate

Structural change by introducing the electrification and rural subsidy (ERS) charge
Energy charges — Introduced a fixed generation capacity charge (R/POD/day
Network charges — increasing NCC and commensurate reduction of NDC

Landrate

Energy charges — Introduced a fixed generation capacity charge (R/POD/day) split 50/50 between fixed (R/POD)
and variable charge (c/kWh) to limit customer impact
Network charges — increasing NCC and commensurate reduction of NDC

Landlight 20 and 60A

No structural changes

Homepower

Structural changes proposed by removing IBT

Introducing a single energy charge (c/kWh), an ancillary service charge (c/kWh), a network demand charge
(c/kWh) and a R/day service and administration charge

Network charges with increased NCC

Introduction of R/POD/day GCC at a 50/50 split in a phased approach to limit customer impact of fixed
(R/POD/day) and variable (c/kWh) charges to limit impact

Homelight 20 and 60A

Structural changes proposed by removing IBT and converting to a single energy charge (c/kWh) (but the option
remains to retain IBT structure)

Public Lighting

No structural changes

® Eskom
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Small power user non-local-authority tariffs

Current tariffs

Non- local authority tariffs

® Eskom

Non-local-authority small power user tariffs

Andliin Service and Genera?ion Ancil!ary Service and ERS +
Energy - NCC admin ERS + AF Energy charge|  capacity | service | oo cywh | NCC RIPODIday |admin charge|  2OTS"
Charge c/kWh service NDC c/kWh RIPOD/day charge charge c/kWh charge charge RIPODIday subsidy
5 charge c/kWh Bl t RIPOD/day c/kWh charge
Businessrate R/POD/day 1 101.57¢ R16.60  0.22¢ 16.94c R1552]  R11.13| __ 8.99¢
1 142.89 0.55 20.17 R 28.97 R 25.03 0.00 2 101.57c R25.14 _ 0.22¢ 16.94c R23.52  R11.13 8.99c
2 142.89 0.55 20.17 R 48.81 R 25.03 0.00 3 101.57¢ R61.35]  0.22¢ 16.94c R57.38] R11.13 8.99¢|
3 142.89 0.55 20.17 R 84.33 R 25.03 0.00 4 166.67c 0.00c|  0.22¢ 16.94c 8.99c| 192.82¢|
4 384 54 0.55 20.17
. \ Generafion Ancil!ary Service and
nergy charge|  capacity service .
— Servicg and clkWh charge charge NDC c/kWh | NCC R/POD/day a(;r;:g;?:arge
Energy Ssriice NDC c/kWh NCC admin Landrate RIPOD/day c/kWh
Charge c/kWh charge c/kWh R/POD/day charge 1 128.90c R 10.81 0.23c| 38.79¢ R 36.33 R 21.99)
Landrate R/POD/day 2 128.90c R21.63]  0.23c 38.79¢] R60.06 R21.99
1 142.19 0.55 35.53 R 37.98 R 31.54 i ;iz?gc R R“Zgg 320 gg;gc Eggig R21.99
2 142.19 0.55 3553 R 58.38 R 31.54 oo b A - 23 L8 : Y0
3 142 19 0.55 35.53 R 93.33 R 31.54 Tandight 208] 359,010
4 307.12 0.55 35.53 R 30.24 R 0.00 Landlight 20A 491.93c¢
Landrate Dx R 67.64
Landlight 20A] 408.87
Landlight 20A 527.08 Generation | Ancillary Service and
Energy charge  capacity service NDC c/kWh | NCC R/POD/day |admin charge|
c/kWh charge charge RIPOD/day
Homepower RIPOD/day | c/kWh
| mw e oml oo
126.32¢ . 0.22¢| 9.01c . .
Ch:f;‘::r . Ch;nrg:i :rm e R/POD/day charge 3 126.32¢ R14.40]  0.22¢ 9.01¢] R 91.93 R5.72
Homepower R/POD/day 4 126.32¢ R2.16|  0.22c] 9.01¢ R 10.59 R 5.72)
1 167 .47 264 44 R717 Homepower Bulk 126.32c| R 23.26/KVA| _ 0.22c| 9.01c| R7319KVA|  R11.78
2 167 .47 257.84 R 13.44
3 167.47 257 .84 R 27.75 Homeflex
Generation | Ancillary .
4 167.47 269 31 R 4.38 Standard Off-peak Off-peak capacity | service NDC NCC Ser.vn:e and
Homepower Bulk 219.88 0.00 R 45.51/KVA Peak c/kWh olkWh o/kWh Peak c/kWh | Standard c/kWh clkWh charge charge clWh  |RIPODIday admin charge
RIPOD/day | c/kWh RIPODIday
1 348.53¢ 87.13c| 58.09c 144.64c 81.32¢ 58.09c| R3.36| 0.22c| 9.01c| R21.77 R 5.72
2 348.53¢ 87.13c| 58.09c 144.64c 81.32¢ 58.09c| R584| 0.22c| 9.01c| R38.02 R 5.72
3 348.53¢ 87.13c| 58.09c 144.64c 81.32¢ 58.09c| R14.40| 0.22c| 9.01c| R91.93 R 5.72
4 348.53¢ 87.13c| 58.09c 144.64c 81.32¢ 58.09c| R216| 0.22c| 9.01c| R10.59 R 5.72
Energy charge Energy charge Single rate Net-billing offset rate 348.53 87.13]  58.09 144.64 81.32 58.09
Homelight c/kWh Block 1 c/kWh Block 2
20A 139.99 158.62 Energy charge| Energy charge Single rate
60A 158 44 269 31 Homeligt c/kWh Block 1 | c/kWh Block 2
20A 141.15¢ 141.15¢| 141.15¢
60A 169.10c 169.10c| 169.10c
TG A All night  |R/I100W/month I
Munic A Public Lighting Non Allnight | RM00W/month
All night c/kWh 113.71 35.58 Munic
24 hours c/kWh 152.26 102.55 All night c/kWh 153.53¢ R 51.17|
Fixed charge R/day 7.48 _ 24 hours c/kWh 132.32¢ R 96.60
. Per High mast Fixed charge R/day| R 25.85 _
3 Per luminaire & .| Per High mast
Maintenance charge luminaire Maintenance charge Per luminaire | = = aire
60.3 1403.69 R60.30] R 1403.69 44




Businessrate non-local-authority, proposed vs

current

R12000 v . v .
. Businessrate 1 cost-reflective, current tariff and proposed tariff R/m
Average consumption
R 0O000
RBOOO
R&GDOO
RA00O
- : -
— -
-
R2000 -
- T —
R
o 100 200| 400 | 600 | 800 | 1 000| 1 200| 1 SOO| 2 000| 3 000| 4 00O | S 000 | 7 00O
kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/
m m m m m m m m m m m m m m
Sl currenttarff |R1643|R1806|R1970|R2297|R2624|R2951|R3279|R3606|R4A097|R4915|R6551|RE 187 |R9823 R1 3095
- Cost reflective |R1632|R1734|R1836| R2040|R2243|R2447|R2651|R2854|R3160|R3669|RA687| RS 705 |R6 723 |REB 759
e Proposed tariff |[R1317|R144S|R1572| R1828|R2084 |R2340|R2596|R2851|R3235|R3874| RS 153| R6432 |R7 711 R1 0268

e

® Eskom
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Landrate non-local-authority, proposed vs

current & €skom

RI16OOD
Landrate 1 cost-reflective, current tariff and proposed tariff R/m

R14000

R12000 Average consumption
R 10000 ‘

RHOOO

ROOO

R&000 — m—
RXO00 -

R v v 4

0 100 2 SO0 600 800 | 1 000 200] 1500] 2000 3 4000| S 000| 7000
KWH/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh/ | kwh)/
m m m m m m m m m m m m m m

4
. Current tantY R2115|R2293|R2471|R2B2B|RI 184 RISA1IIRIBO7|R4A294|RA7E9 | RSGBO|R7 403 | RO 245 R1 10281 459
4 ' . 2 E + 3 4
—=Costreflective |R3156|R3258|R3360|RIS64L|R3 768|R397S RAI??{RAS&} RAGES RS 198 RO 220|R7 241 |R8 262 R1 0304
4 4 4
—a—Proposed tanff IR2091|R2299|R2427|R2763|RI0P| R34S |RI772|R4A108|REAG12|RI4S3|R7 133 | RES14 R1 04991 3857
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Landlight non-local-authority, proposed vs

current

R8000

R7000

R6000

R5000

R4000

R3000

R2000

R1000

Landlight 20A cost-reflective, current tariff and proposed tariff R/m

® Eskom

0 kWh/m 100 200 400 600 800 1000 1200 1500

kKWh/m kwh/m kwh/m kWh/m kWh/m kWh/m kWh/m kwh/m

= Current tariff R R409 R818 R1635 R2453 R3271 R4089 R4906 R6133
=== Cost reflective R1066 R1169 R1271 R1476 R1681 R1885 R2090 R2295 R2602
—@—Proposed tariff R R359 R718 R1436 R2154 R2872 R3590 R4308 R5385

R9000 Landlight 60A cost-reflective, current tariff and proposed tariff R/m

R8000

R7000

R6000

R5000

R4000

R3000

R2000

R1000

R o

0 kWh/m 100 200 400 600 800 1000 1200 1500
kwh/m kwh/m kwh/m kwWh/m kWh/m kWh/m kwh/m kwh/m
= Current tariff R R527 R1054 R2108 R3162 R4217 R5271 R6325 R7906
=== Cost reflective | R2259 R2361 R2463 R2668 R2872 R3077 R3281 R3486 R3792
—8=—Proposed tariff R R492 R984 R1968 R2952 R3935 R4919 R5903 R7379




Homepower non-munic, proposed vs current

o, R12000 O @)

Homepower 3, cost-reflective, current and proposed tariff

R10000 Average consumption
R8000
@V
2
T R6000 v
C;:F //_,.0"
=
P Z O
o A -
S R4000 -
Subsidy
R2000 I I
. M i i i ,
Monthly consumption | o xwn 400 1200 2000 | 2400 | 2800 | 3200 | 3600 | 4000 | 4400
h | KWh kWh EWh KWh | kWh | kWh | kWh | kWh | kWh | kWh
| Homepower 3 current R844 | R1179 | R1514 | R1849 | R2365 nzsso R339'6 R4427 | R5459 | R6490 | R7521 | R8S5S3 | R9584 |R10615|R11647

|=+=Homepower 3 proposed R3408 | R3679 | R3950 | R4221 | R4493 | R4764 | RS035 | RS577 | R6119 | R6661 | R7203 | R7746 | R8288 | R8830 | R9372

f_\'-o-Homepmedcos:-reﬂectNe R3956 | R4188 | R4420 | R4652 | R4884 8,5\116 R5348 | R5812 | R6276 | R6740 | R7204 | R7668 | R8132 | R8597 | R9061
N J
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Homelight changes — removal of the IBT ® Eskom

structure

* For the Homelight tariff, the aim is to move away from the IBT structure into a single
energy rate structure, based on the average Homelight current revenue/total sales

* No change is proposed to the overall level of subsidies
e Perceptions of IBT

e Difficult to budget —the more | buy the less | get — or the more | use, the more | pay

Does not allow customers to pre-buy for months ahead when money is available (like
December bonus)

Customers buy legally at the low block and then illegally once they reach the higher
block consumption

Very confusing and difficult to understand
* Very unpopular in community discussions

* For large low-income/multiple-family dwellings, it cannot be assumed that low
consumption equals poor. In many areas, multiple dwellings may be supplied from a single
electricity supply point. An IBT structure has a significant impact on these customers

* By moving away from an IBT structure, there will be an impact in that lower-consumption
customers will pay slightly more and higher-consumption customers less
This structural change is revenue neutral to the existing Homelight tariff, that is, recovers the same revenue

as the current tariffs and no change has been made to the overall subsidy received. This structural change is
not linked to any of the other tariff changes contained in this document as it is not based on cost. 49



Homelight non-local-authority, proposed vs
current ®€skom

R3000
- Homelight 20A cost-reflective, current tariff and proposed tariff R3900 Homelight 60A cost-reflective, current tariff and proposed tariff
R3600
R2600
R3300
R2400
R2200 i
R2000 R2700
R1800 R2400
R1600 R2100
R1400 R1800
R1200 P
R1000
R1200
R800
R900
RG00
R600
RA0O
Hi R300
. R —f
R M 200 350 600 700 800 1000 1200 0 kWh | o0 350 600 700 800 1000 1200
OKWh/m | \wh/m | kwh/m | kwWh/m | kwh/m | kwh/m | kWh/m | kwh/m kwh/m | kWh/m | kWh/m | kWh/m | kWh/m | kWh/m | kWh/m
= Current tariff R R280 R490 R887 R1045 R1204 R1521 R1838 = Current tariff R R317 R555 RS951 R1220 R1489 R2028 R2567
== Cost reflective R114 R488 R769 R1236 R1423 R1610 R1985 R2359 —0=Cost reflective | R244 R677 R1002 R1544 R1760 R1977 R2410 R2844
e Proposed tariff R R282 R494 R847 R988 R1129 R1412 R1694 =4==Proposed tariff R R338 R592 R1015 R1184 R1353 R1691 R2029
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Public lighting non-local-authority, proposed vs
current ®€skom

R1000 R1000
Public Lighting All night (non-local-authority) Public Lighting 24 hours (non-local-authority)
Cost-reflective, current tariff and proposed tariff Cost-reflective, current tariff and proposed tariff
R800 R800
R600 R600
R400 RA00
R200 o R200 S
N B - B
100 kWh/m 200 kWh/m 400 kWh/m 600 kWh/m 100 kWh/m 200 kWh/m 400 kWh/m 600 KWh/m
il Current tariff R114 R227 R455 R682 ==l Current tariff R152 R305 R609 R914
I Cost reflective R154 R307 R614 R921 B Cost reflective R132 R265 R529 R794
=4&==Proposed tariff R154 R307 R614 R921 =@=Proposed tariff R132 R265 R529 R794
R1000
Public Lighting fixed (non-local-authority)
— Cost-reflective, current tariff and proposed tariff
R600
R400
R200
R
200 kWh/m
M Current tariff R228
H Cost reflective R786
M Proposed tariff R786
51




Homeflex

® Eskom
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® Eskom

New tariff Homeflex

«  Eskom proposes to introduce a residential time-of-use tariff, called “Homeflex”, to its’ urban residential
customers

«  The design of the Homeflex tariff is based on the proposed new TOU structure plus (same as Homepower)
network charges, ancillary service charges and service/admin charges

*  Anet-billing offset rate will be provided for customers with SSEG based on the unbundled energy charge.

«  Time-of-use for residential customers is in compliance with the Department of Mineral Resources and
Energy’s Electricity Pricing Policy (EPP) policy positions

Proposed tariff rates

Service and
admin charge
RIPOD/day

Generation
Standard c/kWh Off-peak c/lkWh capacity charge
RIPOD/day

Ancillary service

NDC c/kWh
charge c/kWh el

Peak c/kWh  Standard c/kWh Off-peak c/kWh  Peak c/kWh NCC R/POD/day

Homeflex 1 9.01 R21.77 R5.72

Homeflex 2 348.53 87.13 58.09 144.64 81.32 58.09 R5.84 0.2227 9.01 R 38.02 R5.72

Homeflex 3 348.53 87.13 58.09 144.64 81.32 58.09 R14.40 0.2227 9.01 R91.93 R5.72

Homeflex 4 348.53 87.13 58.09 144.64 81.32 58.09 R2.16 0.2227 9.01 R10.59 R5.72
Offset rate 348.53 87.13 58.09 144.64 81.32 58.09

Profile with PV, TOU and battery storage-

*  Customers will have choice to go to Homeflex, but “inverse Table Mountain" profile .

will be mandatory for grid-tied embedded generation
«  Significant benefits on TOU
+  Can optimise use of own generation and

L

battery storage to reduce bills
*  Can see saving on the bill by reducing peak
usage

| Time of day (hour)

Why TOU ?
SA residential urban customers
contribute up to approximately 23%?2 of

the peak demand but do not pay rates
that reflect the peak cost — PV also will
impact the system profile
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Burning platform — why is a net-billing and

residential TOU tariff needed?

1. Correcting the economic
signal

Non-cost-reflective tariffs
(mismatch between cost and

)

tariff)
T 3
. K/
(7 N
A b/

\

2

. Optimising the system

Need to expand TOU to the
residential sector to better
manage supply and demand and
to increase efficiencies in
operating cost

SA residential urban
customers contribute up to
approximately 23%?2 of the

peak demand but do not pay
rates that reflect the peak cost
— PV also will impact the
system profile

Residential TOU provides a
market tool to deal with
variability of operational

capacity

[Current IBT has limited signals
for the actual demand
customers impose on the

J

" IDM Electrical Usage 2013

network

" Preliminary Status of Small Scale Solar PV penetration in SA, Aradhna Ramdeyal, RT&D, February 2018
1 Prospects for Small to Medium Scale Solar PV in South Africa: 2017-2020, K Kemper & U Minnaar, March 2018

® Eskom

3. Protecting future revenue

Need to position Eskom to have
appropriate tariffs for future energy mix
i.e. electric vehicles, battery storage
and accommodate the impact of PV
(fixed charges and to ensure that
customers with SSEG do not get
subsidised by customers without)

DoE has amended Schedule 2 of the
Electricity Regulation Act to facilitate
registration of SSEG — expect
increased SSEG penetration.

Need to get fair compensation for the
use of the grid and to also incentive
ustomers to stay connected to the grid

Current IBT provides no TOU signal

and no signal for net-billing — PV for

example reduces sales but not peak
consumption and peak demand

Research studies estimate revenue lost
to PV has been ~R6423 million (2013-
2017), projected to increase to ~R3.5 to
R4.1 billion by 20214. SA residential PV
contribution ~10%
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Burning platform of changing residential

profiles

(

Currently in SA residential customers contribute to
23% demand to the peak period.

Typical "Camel Hump" load profile

J
* E.g. solar PV reduces energy consumption by 49% in summer;

peak demand only reduced by 4.9% 1 (Westar Energy’s
residential customers in Kansas)

/

Alters shape of residential load profile i.e. creates \
the “duck curve”

Time of day (hour)

* Reduces demand middle of the day but not during

peak hours,
Profile with PV - "Duck Curve" profile * PV stops producing just as peak demand is required.
\
\J\ Implications:
4
» Steep ramp rates during evening peak, requiring use of
expensive peaking generation plant, which is

uneconomical,

Profile with PV, TOU and battery storage-
"inverse Table Mountain" profile .,

* PV lowers the Generation plant load factor,

» Additional operational costs to serve the peaks are not
reflected in current IBT tariffs.

<£

20 22

Y
Targeted approach required to achieve reduction in
peak demand — change in tariff structure is needed.

- “creating a separate rate class and/or adding a demand
Time ot day (b charge dimension to rates”

1. Source Do Load Shapes of PV Customers Differ?

Implications for Rate Design, Ahmad Faruqui and
Walter Graf, Brattle Group
SOURCE: Strategic direction and tariff design principle for Eskom’s tariffs 2017, paragraph 3.3

https://www.fortnightly.com/fortnightly/2018/02/do-load-
shapes-pv-customers-differ 55




Non-local-authority large power user tariffs

MEGA 854

RURA JF ¢ NI 1iSAVE
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Large power tariff changes

® Eskom

Tariff

Change

Non-municipal

Megaflex, Miniflex,
WEPS

Energy charges —
o Introduced a fixed generation capacity charge
o updated with new TOU ratios and periods
Network charges — increasing the network capacity charge (NCC), which is a fixed charge, and commensurate
reduction of the network demand charge (NDC), a variable charge
Service charge converted from R/account to R/POD

Transflex

Energy charges —
o Introduced a fixed generation capacity charge
o  updated with new TOU ratios and periods
Service charge converted from R/account to R/POD

Nightsave Urban Large
and Small

Energy charges —

o Introduced a fixed generation capacity charge

o updated with new TOU ratios and periods
Network charges — increasing NCC and commensurate reduction of NDC
Service charge converted from R/account to R/POD

Ruraflex and Nightsave
Rural

Increases applied to Ruraflex and reduction of Nightsave Rural
Energy charges —
o Introduced a fixed generation capacity charge
o  updated with new TOU ratios and periods
Network charges — increasing NCC and commensurate reduction of NDC
Service charge converted from R/account to R/POD
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Large power tariffs

Urban non-local-authority @ Eskom
Megaflex and Miniflex energy charges

Current tariffs

High Season TOU active energy charges Low Season TOU active energy charges
Transmission zone Voltage

Peak Standard | Off-Peak Peak Standard Off-Peak
<500V 417.36¢C 126.98¢ 69.34c 136.67¢ 94.30c 60.12c
<300km 2500V & <66kV 410.81c 124.45¢C 67.59c¢ 133.99¢ 92.24c 58.52¢
266kV & <132kV 397.80c 120.50c 65.45¢ 129.78¢ 89.30c 56.68¢c
>132kV* 374.91c 113.56¢ 61.68C 122.33c 84.17¢C 93.41¢c

High-demand season TOU active energy charges | Low-demand season TOU active energy charges
(WEPS, Megaflex and Miniflex) (WEPS, Megaflex and Miniflex)
Generation

Transmission zone Voltage capacity charge

R/kVA

Peak Standard Off-Peak Peak Standard Off-Peak

<500V 348.54c 87.13c 58.09¢ 144.64c 81.32c 58.09¢c R 30.15
<300k 2500V & <66kV 342.88¢ 85.71c 57.15¢ 142.29¢ 80.00c 57.15¢ R 69.78
m 266kV & <132kV 320.90c 80.22c 53.48c 133.17¢c 74.87c 53.48¢c R 60.03
>132kV* 302.77c 75.69¢c 50.46¢ 125.65¢ 70.64c 50.46¢ R 70.28
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Large power tariffs
® Eskom

Urban non-local-authority
Nightsave Urban energy charges

Current tariffs

Energy demand | Energy demand | Active energy Active energy | Energydemand | Energy demand | Active energy Active energy
charge High charge Low charge High charge Low charge High charge Low charge High charge Low
Nightsave L | Nightsave L | NightsaveL | Nightsave L | Nightsave S | Nightsave S | Nightsave S | Nightsave S
R 313.65 R 43.84 103.08¢ 80.13c R 220.27 R 28.39 103.08c 80.13c
R 303.57 R42.43 97.61c 76.19c R 213.18 R 27.43 97.61c 76.19c
R 292.52 R 40.89 96.89c 75.28¢ R 205.34 R 26.41 96.89c 75.28c
R 282.17 R 39.44 90.63c 70.47c R 198.16 R 25.49 90.63c 70.47c

Generation
capacity charge

High-demand
season energy
demand charge

Low-demand
season energy
demand charge

High-demand
season active
energy charge

Low-demand
season active
energy charge

R/KVA
Nightsave Nightsave Nightsave Nightsave
R 30.15 R 158.98 R 35.03 74.71cC 71.23cC
R 69.78 R 156.40 R 34.47 73.50cC 70.07c
R 60.03 R 146.37 R 32.26 68.78cC 65.58cC
R 70.28 R 138.10 R 30.43 64.90c 61.87cC
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Large power tariffs

Urban non-local-authority tariffs
Other charges

Current tariffs

® Eskom

Distribution network charges
LV Ancillary
Voltage NCC R/kVA |NDC R/kKVA NI'Z\)’IC chIkWh subsidy | service charge IEkR\,I\?h AFS“::vr\II:;l‘rge
(Miniflex) R/KVA c/kWh © ©
<500V R 23.73 R 44.99 22.05c R 0.00 0.55c 10.61c 4.98c
=500V & <66kV R 21.76 R 41.27 9.24c R 0.00 0.54c 10.61c 4.98c
=66kV & <132kV R 7.77 R 14.39 3.22c R 19.17 0.52c 10.61c 4.98c
>132kV* R 19.17 0.48c 10.61c 4.98c
*132kV/Transmission connected
Size based on Service Admin Service Rea_ctlve energy c/kVArh Reactive energy c/kVArh (high
MUGC Charge charge charge (high demand season and low demand season)
R/POD/day| R/POD/day R/Acc/day only)
< 100 kVA R 4.26 R 19.39 Megaflex| Miniflex Transflex 1 Transflex 2
> 100 kVA & = 500 kVA R 24.83 R 88.53 19.19 8.36 12.68 12.68
> 500 kVA & =1 MVA R 49.30 R 272.39
>1 MVA R 122.76 R 272.39
Key customers R 170.47 R 5 337.86
Distribution network charges Urban
NDC R/KVA LV subsidy I:.r::/l::;y ERS charge Afiirgsa&'"ty
NCC R/kVA (Megaflex, (Megaflex, NDC c/kWh charge g y
Voltage . A .. charge c/kWh (All charge
Nightsave and WEPS) Nightsave (Miniflex) R/kKVA (All
d WEPS LPU c/kWh (All LPU) c/kWh (All
an ) ) LPU) LPU)
<500V R 31.53 R 31.98 18.25c 0.00 0.22c 7.16¢c 1.82c
=500V & <66kV R 29.96 R 27.80 15.15¢c 0.00 0.22c 7.16¢c 1.82c
=66kV & <132kV R 10.76 R 11.83 10.71c R 2.83 0.21c 7.16¢c 1.82c
>132kV* R 2.83 0.19¢ 7.16¢c 1.82c
*132kV/Transmission connected
Urban retail charges based Service charge 3‘121;2 Sc(i\r;,rl';: R?: i(;tgvge?:aer:gyszlz;,:r:h
on MUC (All LPU) R/POD/day R/POD/day R/Acc/day only)
=100 kVA R 10.95 R 0.83 Megaflex Miniflex
> 100 kVA & < 500 kVA R 71.69 R 13.00 19.19 8.36
> 500 kVA & <1 MVA R 233.22 R 19.17
>1 MVA R 233.22 R 19.17
Key customers R 788.40 R 19.17




Megaflex and Miniflex current vs proposed ® €skom

Megaflex current compared to proposed average price depending on profile and load factor
600 -
500 + = «Current Megaflex - peak to off-peak
%= Current Megaflex - off-peak to peak
400 - =H=Proposed Megaflex - peak to off-peak
'é Proposed Megaflex - off-peak to peak
S 0
i
g ]
z 200 . i~
- rJXXx ey 2 : P e g Y ).
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Load Factor
° Impact depends on load factor and profile Miniflex current compared to proposed average price depending on profile and load factor
600 -
« TOU and proposed changes benefit high
load factor customers. 500 -
= =Current Miniflex - peak to off-peak
« TOU tariffs reflect type of use e.g. baseload 0 == Current Miniflex off-peak to peak
high load factor customers pay the lowest _ _ ==trepasel Wil peakbo olfpek
price, versus those with low load factors or 2, = N_ RS s
peaky profiles have higher average prices. e =
(]
« The introduction of the generation capacity 5
charge further supports high load factor - f P .
customers(flattens the TOU impact) T RSN,
0 ; ; ; ; ; ; ; ‘ . |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Load Factor




Nightsave urban current vs proposed ® Eskom

Nightsave Urban current compared to proposed average price depending on profile and load
5 factor
400 -
2 «+++ Nightsave Small current
300 -
'§ = =Nightsave Large current
2 250 -
)
g’n 200 - == \lightsave proposed
@
0
2 150 -
ety iy hphatat K o R L L X Y Y TN TN TT,Y
100 - SE——
50 -
0 | | | I T T | | | |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Load Factor
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Large power tariffs - rural non-local-authority charges | OIS et

Current tariff

LPU non-Local authority existing tariffs
Ruraflex Nightsave Rural
; ; . | Activeenergy | Activeenergy | Activeenergy | Active energy ;
TOU active energy charges High TOU actve energy charges Low Nework capacity narae Hiah harae Hih harae Hich harge L Nework capacity
Transmission zone Voltage charge R/kVA crge g b ey e charge RIkVA NS
Ruraflex Rural
Peak Standard | Off-Peak Peak Standard|  Off-Peak Nightsave Nightsave Nightsave Nightsave
<S00V|  432.14c 130.92¢c| T1.11c 140.97c|  97.01c 61.55¢ R24.96 R 353.18 R 186.91 105.41c 81.90c R 17.86
- 2500V & <66kV|  427.87c¢ 12963¢| 70.38c 139.59¢|  96.05¢ 60.91¢ R 2287 R 342.23 R 180.29 104.16¢ 80.98¢ R 16.41
o 266KV & <1324V
>182kV*
High-demand season TOU active energy charges | Low-demand season TOU active energy charges High-demand | Lov.demand ngh-demaln ¢ Low-demapd Network
Ruraley) Rurafley) season energy | season energy | season active | season active |demand charge
Generation | demand charge |demand charge | energy charge | energy charge |  (RIKVA)
Transmission zone Voltage capacity Bundied
charge RIVA (Transmission
Peak Standard | Off-Peak Peak Standard | Off-Peak Nightsave Nightsave Nightsave Nightsave and
Distibui
<500V 353.75¢ 88.43¢c 58.96¢ 146.80c 82.54c 58.96c| R32.21 R137.14 R 33.17 75.67¢ 12.22¢ R 41.56
<300km 2500V & <66kV 348.88¢ 87.21¢c 58.15¢ 144.78¢ 81.40c 58.15¢c| R43.55 R135.25 R 32.71 74.62¢ 71.22¢ R47.33
266KV & <132kV
Y32V
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Large power tariffs - rural non-local-authority charges | RISl

Current tariff

Distribution network charges
Ancillary
LV AFS
NDC B Service ERS
Voltage NCC R/KVA R/IKVA NDC c/kKWh subsidy Charge c/KWh charge
R/KVA c/kKWh
c/kKWh
=500V 28.39 0.44
=500V & <66kV 24 .89 O.44
=66kV & <132kV
=132kV*
*132kV/Transmission connected
s - Admin s - Reactive energy
Size based on Ci::;z charge cir;llgz c/kKVArh (high
MuUC R/POD/day R/POD/da R/Acc/day demand season
Y only
= 100 kVA R 5.57 R 19.62
= 100 kVA & = 500 kVA =R 31 02 R 66.90 9.59
= 500 kVA & =1 MVA R 47 .61 R 205.82
=1 MVA R 88.34 R 205.82
Key customers R 88.34 R 4 033.88
Ancillary
LV subsidy Service AFS charge
Voltage NCC R/kKVA NDC R/kKVA NDC c/kWh R/KVA Charge ERS c/kWh c/KWh
c/kWh
< 500V 22.91 0.2219
= 500V & < 66kV 20.39 0.2188
= 66kV & = 132kV
> 132kV
. - - Service Reactive
Size based on Service Charge| Admin charge charge energy
MuUC R/POD/day R/POD/day R/Acc/day c/KVArh
= 100 kVA R 17.63 R 1.50 Ruraflex
> 100 kVA & = 500 kVA R 60.97 R 15.00 9.59
> 500 kVA & =1 MVA R 198.34 R 21.15
> 1 MVA R 198.34 R 21.15
Key customers R 690.47 R 21.15
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Ruraflex and Nightsave rural current vs

proposed ®€skom

Ruraflex current compared to proposed average price depending on profile and load factor
500 -
450 -
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Nightsave Rural current compared to proposed average price depending on profile and load
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Subsidies

® Eskom

Revenue

l
f

Cost

Inter-tariff cross-subsidy

S,
Cost “Revenue

Tariff A Tariff B
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National policy on subsidies @ Eskom

There is no national directive, rule or guideline on electricity subsidies except for
the policy positions in the EPP (EPP policy positions on subsidies) and the Nersa
2005 subsidy framework (status of the latter not known)

Most subsidies are from legacy historical decisions, such as the Governments
decision in the 1980’s to cross-subsidise rural electrification (the electrification and
rural subsidy)

Section 16 of the ERA states that Nersa may permit certain level of cross
subsidies

Nersa has also at its discretion determined subsidies over the years such as the
lower tariff increases to the Homelight tariffs which placed an additional burden on
Eskom’s large power non-munic tariffs (the affordability subsidy charge).

Eskom has no mandate to make changes to socio-economic subsidies
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Calculation of subsidies ® Eskom

The subsidies in electricity tariffs (where the tariff is higher or lower than cost)

*Are within a tariff and based on structure (intra-tariff subsidies)
* Structural or based on pooling of costs

°This can only be corrected once a tariff is redesigned

°The proposals in this retail plan have reduced some of the intra-tariff subsidies by aligning the charges with cost e.g.
* Businessrate network charges
* Reducing the LV subsidy paid by the urban large power tariffs by increasing the LV and MV network charges
*Are for affordability socio-economic reasons (inter-tariff subsidies for usage, network and connection cost)
* Where the tariff category at a whole receives a subsidy and other tariffs pay these subsidies
* These subsidies being paid are more transparent, but for the receiving tariffs it tends to be hidden

* The tariffs receiving subsidies are the rural tariffs (Landrate, Ruraflex and Nightsave Rural) and the Homelight
tariffs

°The overall R value level of subsidies to the subsidised rural and Homelight tariffs remains the same in this plan, but
changes have been made structurally within tariff categories.

°The subsidy charges (ERS and Affordability subsidy) in this plan have reduced due to the updating of the rates by the
cost to serve study
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Subsidies current vs revised

300 Current subsides 2021/22 ¢/kWh
. 250 S1.000/kWh _ 10.16¢/kvh
Current tariff l/ ~

200 7.37¢/kWh
Current subsidies (2021/20 R value) Rm e S35/
Local authority tariffs R 101403 R 108 646 R7243 g :_JU
Large power user tariffs R90762 R 96298 R5536 T "
Businessrate R1919 R2516 R597 .
Homepower R2913 R3043 R130 g A SmrpEE (" Rr—
Homelight R 21920 R 13095 -R 8 825 - s Lo L
Rural R 27 854 R 23994 -R 3859 . 102.21¢/kih
Public lighting R311 R 238 -R73
Total R 247 082 R 247 831 R 749 WCost ¢/kWh @Subsidy ¢/kWh  ==Current tariff ¢/kWh
» Subsidies after proposed restructuring 2021/22 ¢/kWh
Revised subsidies (2021/22 R Revised tariff %
value) Cost Rm tariff Rm 200
Local authority tariffs R 101 403 R 107 683| R 6279 1950 75V
Large power user tariffs +GUoS* R 90 762 R97 637 R6875 g -
Businessrate R1919 R2013 R94| | S
Homepower R2913 R2912 -R1
Homelight R 21920 R 13 095| -R8 825 m:-r:sm Homepower Public ighting
Rural R 27 854 R23994| -R3859 - T T " -
Public lighting R 311 R 311 RO N -
Generator Uos charges RO R 184 R 184 =
Total R 247 082 R 247 829 R 747 @Subsidy o/kWh  ==Revised tariff ¢/ KiWh
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Impacts for all tariffs

& @



Impact of all restructured tariffs

(2021/22 R value)

® Eskom

CTS allocated Current| Diff current| Restuctured| Difference Revised| % change in| Difference in
allowed costs tariff tariff tariff new tariff subsidy revenue| revenue Rm.
Rm.| revenue Rm.| revenue and| revenue Rm| revenue and c/kWh
cost cost Rm.

Total all tariffs R247082] R 247831 R749] R 247829 R 747 0.41 0.00%
Local-authority tariffs R 101 669 R 108 850 R7181 R 107 948 R 6279 7.23 -0.83% -R 902
Municflex R 101 140 R 108 370 R 7230 R 107 419 R 6279 7.25 -0.88% -R 951
Municrate R 263 R 276 R 13 R 263 RO (0.01) -4.66% -R13
Public Lighting munic R 266 R 204 -R62 R 266 RO 0.02 30.28% R 62
Urban tariffs non-local-authority R 92 682 R 98 815 R6133 R 99 650 R 6 969 9.15 0.85% R 836
Megaflex R 76 692 R 82673 R 5982 R 82951 R 6 259 9.41 0.34% R 277
Nightsave Large R2316 R 2376 R 60 R 2392 R 76 5.27 0.67% R 16
Nightsave Small R 1094 R1112 R 18 R1141 R 46 7.06 2.57% R 29
Miniflex R6183 R5725 -R 459 R 6395 R 212 5.68 11.71% R 670
Transflex 1 R 4036 R 3782 -R 253 R 4287 R 251 10.03 13.34% R 505
Transflex 2 R 441 R 630 R 189 R 472 R31 9.88 -25.08% -R 158
Businessrate R 1919 R2516 R 597 R2013 R94 8.98 -19.99% -R 503
Rural tariffs non-local-authority R 27 854 R 23 994 -R 3 859 R 23 994 -R 3 859 (35.49) 0.00% RO
Ruraflex R 10 488 R 8 397 -R 2092 R 8939 -R 1549 (30.21) 6.46% R 542
Nightsave rural R 3167 R3234 R 67 R 2692 -R 475 (30.63) -16.76% -R 542
Landrate &Landlight R 14 198 R 12 364 -R 1835 R 12 364 -R 1835 (43.74) 0.00% RO
Residential tariffs non-local-authority R 24 833 R 16 138 -R 8 695 R 16 007 -R 8 826 (89.02) -0.81% -R 131
Homepower R2913 R 3043 R 130 R2912 -R1 (0.05) -4.29% -R131
Homelight 20A R 13 002 R 7 603 -R 5399 R 7603 -R 5399 (100.24) 0.00% RO
Homelight 60A R 8918 R 5492 -R3426 R 5492 -R3 426 (105.48) 0.00% RO
Public lighting non-local-authority R 45 R 34 -R11 R 45 RO 0.29 33.19% R11
Public Lighting All Night R 43 R 32 -R11 R43 RO (0.01) 35.02% R11
Public Lighting 24 Hours R1.22 R 1.48 R0.26 R1.22 R 0.00 (0.01) -17.73% RO
Public Lighting Urban Fixed R0.19 R 0.08 -R0.11 R0.27 R 0.09 185.23 245.59% RO
Generator TUoS and DUoS revenue R 0.00 R 0.00 R 0.00 R 184.00 R 0.00 0.00 0.00% R 184




Impact of all restructured tariffs

® Eskom

R 2 000

R 1500

R 1000

R 500

Rm
A
[ =)

-R 500

-R 1 000

-R 1 500

-R 2 000

Impact of restructured tariffs compared to current tariffs

. . : Landr : Public
BLAin N;%I';ts Munic gt Transf Munic Hizr:tel Hizr;:tel ate & |Megaf Home | Rurafl Nights Transf Minifle Lighti
rural | rate Large lex2 flex 60A = 20A Landli lex power ex Small lex 1 X ng

ght munic

== % change in revenue -20.0%-16.8% -4.7%  0.7% -25.1% -0.9% | 0.0% | 0.0% | 0.0%  0.3% |-4.3% | 6.5% | 2.6% 13.3%|11.7% 30.3%

=== Diff. in revenue Rm

-R 50/-R 54/-R 13/R 16 |-R 15-R 95/ R 0 | R O

RO R 277-R 13R 542 R 29 R 505R 670 R 62
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% impact per tariff charge type — Eskom total

Impact per tariff charge type

150%
130%
110%
90%
70%
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10%
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Charge | cawn | U259 | caown RAVA | e/kwh | "€™WOT | /poD | charge | R/POD | R/KVA | OP3CE
¢/kWh R/KVA charge k R/KVA c/kWh
RKVA ‘ il charge
-63% -77% -28% -23% -22% | -25% -58% -7% 44% 100%

- . +

irﬁ*:xmpac: -119% -31% | -70%
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Overall impacts (1) @ Eskom

° Updating rates with the CTS

» This corrects the misalignment caused by applying average increases to all tariffs instead of increases per Eskom
division. It also highlights that the current energy charges are lower than they ought to be.

» Total energy related charges see an increase of 7% relative to other charges, and this is because energy costs have
been increasing at a higher rate compared to the average increases(ERTSA) that have been applied to charges

* The inclusion of a fixed capacity charge for energy (GCC) will result in a reduction in the variable c/kWh
energy charge. It can be seen from the results that the c/kWh energy charge has reduced by 11%, which
is expected.

* Increasing the fixed-charge components will result in lower average network prices for higher load factor
customers (and vice versa).

* Areduction in the retail costs will result in lower service and administration charges.

» Charging the service charge per POD and not per account may negatively impacts customers with many linked PODs
to one account.

* Splitting of the LV subsidy charge between non-local-authority tariffs and local-authority tariffs resulted in
the contribution to the low- and medium-voltage subsidy for the non-local-authority tariffs to be increased,
as there is more volume in the non local authority tariffs for the LV and MV categories.

» Local-authority tariffs now only contribute to low- and medium-voltage subsidies in the local-authority tariff pool.

» This is clearly illustrated by the increase in the revised subsidy for Megaflex, which in actual effect would have seen a
reduction of sorts due to a reduction in it's contribution to the low voltage subsidy.



Overall impacts (2) @ Eskom

°The ERS charge and affordability subsidy charge have also decreased, this is mainly due to the rates being
updated based on the CTS.

»  Currently these subsidy charges are overstated.
°As per NERSA's requirement, the local-authority tariffs have been based on the CTS and combined for both
rural and urban per LPU tariff category and per SPU tariff category.

» This has resulted in an average decrease for these tariffs, except for the Public Lighting tariffs.

*Public lighting tariffs see a significant increase, resulting from updating the tariffs with the CTS study.
» This tariff has been under-recovering against costs significantly and is not one of those identified as receiving subsidies.

» This tariff currently barely recovers energy costs.

°Nightsave Urban Large and Nightsave Urban Small were aligned to make the energy demand charges the
same.

» Both tariffs see an increase due to updating with the CTS, with Nightsave Small having a larger negative impact.

°For Ruraflex and Nightsave Rural, the network charges have been aligned (made the same).

» This, together with the cost-reflective increase in energy charges, has resulted in Nightsave Rural seeing a reduction and

Ruraflex an increase. The level of subsidies, however, remains the same overall. 75



Overall impacts (3) @ Eskom

*Businessrate sees a significant reduction due to the rates being updated with the CTS.

» This tariff category now contributes to the ERS charge in order to align with the other commercial LPU
tariffs paying this contribution.

°For Landrate, since this is a subsidised tariff, the objective was to retain the existing subsidies.
Therefore some adjustments were done between tariff categories to apply these subsidies. The
GCC was introduced in a phased approach by splitting it between fixed and variable charges to
minimise customer impact.

» There is a slight increase of 2% and 3% on Landrate 2 and 3 respectively, based on the design and this
is done to reduce the significant subsidies in these categories.

» Landrate 1 and 4 see a reduction in alignment with costs. The level of subsidies remains the same
overall.

°For the Homelight tariffs, removing IBT has a small negative impact on very low-consumption
customers and a positive impact on higher-consumption customers.

°For Homepower, per supply size category, the impact is due to updating rates with the CTS study.
» Homepower, on average, sees a reduction due to using costs as the basis, with no overall subsidy.

» Removing IBT and introducing a more cost-reflective R/day charge results in lower-consumption
customers paying more (and vice versa).
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Conclusion ® Eskom

e As per Nersa’s requirement that tariffs must be motivated based on the cost of supply, Eskom
updated its cost of supply study and based all the tariff rates on the updated CTS

e The changing energy environment, reducing sales and the increasing use of alternative energy
sources by customers, means that tariff structures are outdated and need to reflect current realities.
It is no longer feasible to recover fixed costs through kWh charges and difficult decisions need to be
made ensure fair recovery of costs. A fixed generation capacity charge has been introduced to
recover fixed generation costs and a gradual increase in the fixed component of the network
charges is proposed because network costs are primarily fixed in nature.

e For municipal tariffs, the number of tariffs needed to be reduced to simplify and assist in better
determination of municipal purchase cost. This allows also for the separation of municipal tariffs
from non-municipal tariffs and better allocation of subsidies.

e Residential tariffs also need an overhaul. IBT as a tariff structure is no longer appropriate, is disliked
by customers and is complex to understand and explain. For this reason, Eskom proposed to
remove IBT, to reintroduce fixed more cost reflective network and retail charge for Homepower and
to introduce a TOU residential tariff with an offset rate for net-billing.

e ltis not possible to have zero impact to all customers and while the sum of the structural changes is

revenue neutral i.e. come back to current tariff revenue, individual customers may pay more or less
depending on the structural change and their consumption profile.
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