Comprehensive
Evaluation Criteria

Electricity Tariff Increase Submissions

Bertie Bezuidenhout 11/25/24 Power Industry




COMPREHENSIVE EVALUATION CRITERIA—ELECTRICITY TARIFF INCREASE SUBMISSIONS

Table of Contents

T oY foTe [8Te3 1 o] o DT UP PP 2
COStIUSTIfICAtION eiveiiiiiiiiii ettt et e e et e anes 3
OPeratioNal EXPENAITUIE .. vuii ittt et s eeee et eaeseesensansanesnsaassassansensanssnernns 3
MaintenNanCe EXPENAITUIE .....ee ittt et et et et et e e eaeeeeneen s e e ennens 3
[OF=T o)1 #= 10 = {1 T a Lo [ (U1 £ TP 3
REVENUE REGUITEIMENTS ..iiiiiiiiiiiiiiiiiir ettt et et ete et et st eansansenstnstnsssssessessessensensenssnsees 3
ReVenUE BreakdOWN ....c.uuiiiiiiiiiiiiiiiiii ittt ettt ettt et et s e e s e aaaeeanes 3
COST COVEIAZE .ivnitniiniiniiiiie ettt ettt e tete et et santansansanetuessssessessensensansenssnsssssensensensenssnernns 4
FINancial SUSTAINaADILItY . cue ettt et et e e e eaeesesen s e s e ans 4
EffICIENCY MBASUIES .ttt ettt ettt et et et et eaeaeseeeaaeensansaasansannsnnsensensensensennn 4
NI P ACT ASSESSIMEBNT 1u ittt ittt eeee et ettt sen et etueenesensessensensensansssssssssssessensensensenernnes 4
(076] a 110 0[] g [0 2] o 1= Lo} PR PPRPRPRRE 4
ECONOMIC IMPACT . ettt et et et et et ee et een s e s e ensanesaesansensanrensennens 5
ENVIronmental IMPacCT ...ttt et et et st et e e eneasansensensensennans 5
SOCTAL IMIPACT ettt ettt et st et e e eaeeeeeneensan s e anannannaansanranranaanns 5
Stakeholder FEEADACK.......ccvuiiiiiiiiiiiii ettt et e e e 5
RU=Y= (U1 =1 o] oV ©7e] 0] o] U= o Lot TN 5
Stakeholder ENGagemENTt .. .. eniniiiiii ittt et et et e et eaee et eeasen s e ensenssansensensensennens 5
Identification of Stakeholders .........cocuuiiiiiiiiiiiiiiiiiiii 5
LY pToYe o) il = o= t=T=1=T 0 =] o | PSPPSR 6
COMMUNICATION STrATEEY . iuiiiiiiiiii ettt et et e e e et st st st sansenesnassnssnsansansenseneenns 6
Feedback Collection and ANalYSiS....ciuciiiiiiiiiieiiiiiiieie et et e eeee et st saesansansanesnees 6
Reporting and DOCUMENTAtION ..c.veiieiiieiii ettt st et e e e eneeensensensensennans 6
POSt-DeCiSION ENGAZEMENT....cn ittt et et et et st e eneanenesnesansensensensennens 6
(07014 o] U =1 (o] o HR PP PP P PP PP PRI 7

‘Eulhas
Page 1 25 November 2024



COMPREHENSIVE EVALUATION CRITERIA—ELECTRICITY TARIFF INCREASE SUBMISSIONS

Introduction

Public hearings and meetings frequently draw large crowds eager to voice their concerns. Yet, it
remains unclear whether these discussions are effectively addressing the core issues. A
fundamental question is whether there is adequate transparency regarding maintenance
records and cost estimates. Without comprehensive reports on scheduled and unscheduled
maintenance, as well as replacement and inspection costs, the public finds it difficult to assess
whether resources are being allocated efficiently and fairly. This lack of clarity extends to tariff
increases, often proposed without the necessary details to substantiate their fairness.

International regulatory bodies such as NERSA (South Africa), Ofgem (UK), AER (Australia), and
FERC (USA) play a pivotal role in overseeing electricity tariff increases proposed by distributors.
These bodies require detailed submissions to evaluate and approve such requests, ensuring
that any tariff adjustments are justified, fair, and transparent.

Submissions typically encompass several key areas: cost justification, revenue requirements,
efficiency measures, impact assessments, and regulatory compliance.

Cost justification forms the foundation of these submissions, requiring a comprehensive
breakdown of operational, maintenance, and capital expenditures. This includes detailed
information on labor, fuel, maintenance, and administrative expenses for operational costs.
Maintenance costs must cover scheduled and unscheduled maintenance, equipment
replacement, and inspection costs. Capital expenditures include infrastructure investments,
technology upgrades, renewable energy projects, and environmental compliance initiatives.

Securing staffing numbers across all personnel categories is crucial for assessing whether the
ratio of support staff to production/operational staff is disproportionately high. Additionally,
evaluating productivity ratios and average salaries per personnel category is essential for a
comprehensive comparison between the public and private sectors. The apparent imbalance in
resource allocation demands meticulous examination to ensure it genuinely enhances
operational efficiency.

The revenue requirements section needs a clear explanation of the revenue necessary to
cover these costs and ensure financial sustainability. This includes a detailed breakdown of all
costs associated with providing electricity, revenue requirements, rate design, cost coverage,
debt service, reserves, and future projections of costs, demand, and market changes.

Efficiency measures are critical to demonstrate efforts to minimize costs and improve
performance. This includes process optimization, technology integration, energy loss
reduction, expense audits, procurement strategies, resource allocation, performance metrics,
benchmarking, maintenance practices, and customer service improvements. Both
environmental and financial efficiency measures are equally important.

An impact assessment is essential to understand the potential effects on consumers and the
broader economy. This involves analyzing affordability, usage patterns, subsidies and
assistance programs, competitiveness, employment, economic growth, energy efficiency,
renewable energy adoption, public health, and community well-being.

Finally, regulatory compliance ensures all proposed changes adhere to legal and regulatory
frameworks, emphasizing transparency and stakeholder engagement through public
consultations and feedback documentation. By providing this detailed information, electricity
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distributors can justify their proposed tariff increases and demonstrate that they are necessary
for maintaining reliable and sustainable electricity services.

Cost Justification

Regulatory bodies require a comprehensive breakdown of costs, including operational,
maintenance, and capital expenditures. This involves:

Operational Expenditure

1. Labor Costs: Detailed breakdown of salaries, wages, and benefits for all employees.

2. Fuel Costs: Costs associated with the purchase of fuel for power generation.

3. Maintenance Costs: Expenses for routine maintenance and repairs of equipment and
infrastructure.

4. Administrative Costs: Overhead costs for running the organization, including office
supplies, utilities, and other administrative expenses.

Maintenance Expenditure

1. Scheduled Maintenance: Costs for planned maintenance activities to ensure the system's
reliability and efficiency.

2. Unscheduled Maintenance: Costs for unexpected repairs and emergency maintenance.

3. Replacement Costs: Expenses for replacing aging or obsolete equipment and
infrastructure.

4. Inspection Costs: Costs for regular inspections to ensure compliance with safety and
regulatory standards.

Capital Expenditure

1. Infrastructure Investments: Costs for building new power plants, substations,
transmission lines, and distribution networks.

2. Technology Upgrades: Expenses for upgrading technology and systems to improve
efficiency and reliability.

3. Renewable Energy Projects: Investments in renewable energy sources such as solar,
wind, and hydroelectric power.

4. Environmental Compliance: Costs for projects aimed at reducing environmental impact
and complying with environmental regulations.

Revenue Requirements

To justify tariff increases, a comprehensive explanation of the revenue needed to cover costs
and ensure financial sustainability is required. This includes:

Revenue Breakdown

1. Cost of Service: Detailed breakdown of all costs associated with providing electricity,
including operational, maintenance, and capital expenditures.

2. Revenue Requirement: Calculation of the total revenue needed to cover these costs and
maintain financial health.

3. Rate Design: Explanation of how the proposed rates are structured to recover the required
revenue, including any changes to existing rate structures.
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Cost Coverage

1. Operational Costs: Detailed information on day-to-day expenses, such as labor, fuel, and
administrative costs.

2. Maintenance Costs: Costs for routine and emergency maintenance, equipment
replacement, and compliance with safety standards.

3. Capital Expenditures: Investments in infrastructure, technology upgrades, and renewable
energy projects.

Financial Sustainability

1. Debt Service: Information on existing debt obligations and how the proposed rates will help
service this debt.

2. Reserves: Explanation of any reserve funds or contingency plans to address unexpected
financial challenges.

3. Future Projections: Forecast of future costs, demand, and potential changes in the energy
market, including how these factors influence the need for tariff increases.

Efficiency Measures

Regulatory bodies seek evidence of efforts to improve operational efficiency and reduce costs.
This includes:

1. Process Optimization: Description of how operational processes have been streamlined to
reduce waste and improve efficiency.

2. Technology Integration: Explanation of how new technologies (like smart grids,
automation, and advanced metering) have been integrated to enhance efficiency.

3. Energy Loss Reduction: Measures taken to reduce technical and non-technical losses in
the transmission and distribution network.

4. Expense Audits: Results of internal and external audits that identify areas for cost savings.

5. Procurement Strategies: Efficient procurement practices to secure better rates for fuel,
materials, and services.

6. Resource Allocation: Effective allocation and utilization of resources to maximize
productivity and minimize waste.

Impact Assessment

Athorough impact assessment analysis is needed to understand the potential effects on
consumers and the broader economy. This includes:

Consumer Impact

1. Affordability: Analysis of how the tariff increase will affect the affordability of electricity for
different consumer groups, especially low-income households.

2. Usage Patterns: Examination of how changes in tariffs might influence electricity
consumption patterns.

3. Subsidies and Assistance: Proposals for subsidies or assistance programs to mitigate the
impact on vulnerable consumers.

‘gulhas
Page 4 25 November 2024



COMPREHENSIVE EVALUATION CRITERIA—ELECTRICITY TARIFF INCREASE SUBMISSIONS

Economic Impact

1. Competitiveness: Assessment of how the tariff increase will affect the competitiveness of
industries that are heavily reliant on electricity, such as manufacturing and mining.

2. Employment: Analysis of potential job losses or shifts in employment due to increased
operational costs for businesses.

3. Economic Growth: Evaluation of the broader economic impact, including potential effects
on GDP and inflation.

Environmental Impact

1. Energy Efficiency: Analysis of how the tariff increase might incentivize or disincentivize
energy efficiency measures among consumers and businesses.

2. Renewable Energy: Assessment of the impact on the adoption of renewable energy
sources and the potential for reducing carbon emissions.

Social Impact

1. Public Health: Consideration of how changes in electricity prices might affect public
health, particularly in areas where electricity is essential for heating, cooling, and medical
equipment.

2. Community Well-being: Evaluation of the overall well-being of communities, including
access to essential services and quality of life.

Stakeholder Feedback

1. Public Consultation: Documentation of public consultations and feedback from
stakeholders, including consumer groups, businesses, and environmental organizations.

2. Stakeholder Concerns: Addressing concerns raised by stakeholders and explaining how
the proposed tariff increase takes these concerns into account.

Regulatory Compliance

Ensuring compliance with existing regulations and standards is crucial. This involves:

1. Legal and Regulatory Framework: Demonstrating that the proposed tariff increase
complies with existing legal and regulatory frameworks.

2. Transparency: Providing clear and transparent information about the reasons for the tariff
increase and how the additional revenue will be used.

Stakeholder Engagement

Stakeholder engagement is a vital component when applying for electricity tariff increases. It
ensures transparency and builds trust by incorporating the concerns and suggestions of all
affected parties. Effective stakeholder engagement involves a comprehensive process
designed to include various methods of interaction and feedback collection. Here’s a detailed
guide on what it should entail and how it should be conducted:

Identification of Stakeholders

1. Consumer Groups: Identify and engage residential, commercial, and industrial
consumers.

2. Regulatory Authorities: Communicate with local, state, and national regulatory bodies.

3. Community Leaders: Involve representatives from communities, especially those who
might be most affected.
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4.

Environmental Groups: Include organizations focused on environmental impacts and
sustainability.

Employee Representatives: Engage with unions and employee groups within the electricity
distributor.

Methods of Engagement

1.

Public Hearings and Meetings: Organize sessions where stakeholders can express their
views and ask questions.

Surveys and Questionnaires: Distribute surveys to collect quantitative and qualitative data
on stakeholder opinions.

Workshops and Focus Groups: Conduct detailed sessions to discuss specific issues and
gather in-depth feedback.

Online Platforms: Utilize digital tools like social media and company websites to reach a
broader audience.

Stakeholder Committees: Form committees representing various stakeholder groups to
provide continuous input.

Communication Strategy

1.

Transparency: Provide clear, detailed information about the proposed tariff increase, the
reasons behind it, and the expected outcomes.

Accessibility: Ensure that all communications are easy to understand and accessible to all
stakeholders, potentially providing materials in multiple languages.

Regular Updates: Keep stakeholders informed throughout the process with regular
updates on progress and how their input is being addressed.

Feedback Collection and Analysis

1.

Documentation: Record all feedback received from stakeholders accurately and
systematically.

Analysis: Analyze the feedback to identify common concerns, suggestions, and support or
opposition trends.

Integration: Where possible, adjust proposals to reflect stakeholder input and address any
significant concerns.

Reporting and Documentation

1.

Comprehensive Reporting: Compile a detailed report summarizing the stakeholder
engagement process, feedback received, and actions taken in response.

Public Availability: Make the report accessible to the public, ensuring it is easy to find and
understand.

Regulatory Submission: Include the engagement report as part of the tariff increase
application to regulatory bodies.

Post-Decision Engagement

1.

Ongoing Communication: Maintain open channels with stakeholders even after decisions
are made to ensure continuous trust and cooperation.

Implementation Updates: Provide updates on the implementation of the tariff increase
and any mitigation measures taken.

By following these steps, electricity distributors can ensure that their stakeholder engagement
process is thorough, inclusive, and effective in addressing the concerns of all affected parties.
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This approach not only meets regulatory requirements but also fosters a sense of community
and shared responsibility in the decision-making process.

By presenting detailed information in these areas, electricity distributors can justify their
proposed tariff increases and demonstrate their necessity for maintaining reliable and
sustainable electricity service.

Conclusion

After reviewing the information presented and considering the reports in the media, one might
question whether the ongoing discussions are truly being taken seriously or closely monitored.
Media outlets often highlight long queues of people eager to present their cases at Public
Hearings and Meetings, yet one must wonder: what are they seeking to address? What are the
core issues that require attention?

A more critical question that should be raised at these hearings is whether there is a
comprehensive report detailing the maintenance records of the past five years, as well as a
robust ten-year maintenance plan with clear cost estimates across all categories. This type of
transparency is essential for understanding the allocation of resources and the long-term
planningin place.

Equally important is the methodology used for budgeting these maintenance costs. Is Zero-
Based Budgeting being applied? If not, why is it not considered? Zero-Based Budgeting is
designed to optimize resource allocation by focusing on needs and benefits rather than
historical spending. It promotes cost-effective operations, reduces inflated budgets, and
enhances managerial accountability. By encouraging staff to take more initiative and ownership
in decision-making, it fosters better communication, eliminates wasteful practices, and
identifies opportunities for outsourcing. Ultimately, it forces departments to align their
activities with the organization's broader goals, ensuring a more efficient and transparent
process.

Do those attending public hearings and meetings have any real understanding of the costs
associated with scheduled maintenance? Can they compare the costs of planned maintenance
activities designed to ensure the system’s reliability and efficiency? How much is allocated for
unscheduled maintenance, and can attendees access data on unexpected repairs or
emergency fixes in their areas? Without this information, it’s impossible for them to fairly
assess whether the money spent on unscheduled maintenance is justified or whether it leads
to meaningful improvements.

Additionally, how much is being spent on replacing outdated equipment and infrastructure? Is
there a clear explanation for these replacement costs—are items being replaced due to aging,
or have they become obsolete? This transparency is crucial for understanding the underlying
reasons for such expenses.

An even more significant consideration is the inspection costs. Regular inspections are vital to
ensure compliance with safety and regulatory standards, yet how much is actually being spent
on these inspections? If citizens can track how frequently maintenance crews are inspecting
equipment before failures occur, they can better evaluate if the inspection costs are justified
and whether preventative measures are in place.
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As the hearings unfold, it is imperative to scrutinize whether human resources are being
optimally utilized. The critical question is whether the attendees are cognizant of this crucial
aspect. Key metrics, such as the ratio of support staff to production and operational staff, must
be meticulously examined. Are the performance metrics clear, measurable, and consistently
met? Additionally, the cost per employee per kilowatt-hour (kWh) sold must be evaluated to
ensure financial efficiency. This evaluation should also include a comparison with international
standards to gauge competitiveness. This thorough evaluation is vital to ensure that every
human resource is contributing effectively and efficiently, alighing with organizational goals and
driving forward operational success.

Electricity distributors often request massive tariff increases, yet they frequently deny the
public access to the necessary details that would allow them to assess whether these
increases are truly fair or substantiated. Without this transparency, the justification for such
hikes remains questionable.
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