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"If you can't explain it simply, you don't understand it well 

enough."
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Cost reflectivity in Africa
Why such a poor rate of reflectivity?
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Revenue Recovered Vs Expenses Per kWh - Yr : 2014 – WORLD BANK STUDY

 Revenue Recovered  Total Expenditure % Varience

- 83% 

Is cost reflectivity 

necessary?

Is cost reflectivity 

realistic & affordable?

Are all customers in 

South Africa ready 

for reflectivity?
Y     N Y     N Y     N 

Don’t know how to do study ?  Country Cannot afford reflectivity? Why ?  
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THE PRICE PICTURE OF SA 
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2001 2002 2003 2004 2005_6 2006_7 2007_8 2008_9 2009_10 2010_11 2011_12 2012_13 2013_14 2014_15 2015_16

Eskom average increase CPI

1988 and 2007, electricity tariffs: 223%

Inflation: 335%

2007 to 2021, electricity tariffs: 753%

Inflation: 134%

Working on Tariffs is addictive  

Working on Tariffs is exciting  

EVERYONE HAS AN OPINION ON TARIFFS – NEED A METHOD 

MYPD 1  
MYPD 2  

MYPD 3  

MYPD 4  

MYPD 5  

What type of skills for tariffs? 
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IDENTIFY

ALLOCATE

DESIGN

1

2

3PRICE =          Costs 
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WHY NO TIME OF USE TARIFFS 

RESPOND TO REFLECTIVITY 

TOGETHER 

PRUDENT 

Tariff Structure 
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MY METHOD FOR REFLECTIVITY 

3 x 5 MATRIX METHODOLOGY
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Bulk 
Purchase

Customer 
No.

Energy 
Charge

Salaries

Installed 
Capacity

Network 
Charge

Repairs

Electricity 
Use (kWh)

Service 
Charge

Capital

Electricity 
Use (kVA)

Admin 
Charge

Other 
Charge

Other

Self 
Defined

Step 1 

Step 2 

Step 3 

Cost Identification 

Cost Allocation 

Design Tariff 

Components 

1 

2 

3 

4 

5 

THE HIGH 5 METHOD 
FOR TARIFF 

REFLECTIVITY STUDIES

"Everything should be made as simple as possible, but no simpler"

80 / 20 
RULE

Don’t get 
caught up 

looking 
for data
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62% 6%

10%
10%

5%

7%
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Use standard 
load profiles

Separate per 
voltage level
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COST : STUDY RESULTS 
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Pay attention to these… 

❑ Only list electricity-related costs - RINGFENCE

❑ List all your costs, including backlogs. PRUDENT – Benchmark methodology is 

based on last year’s costs. Without listing backlogs, there will be an under-

recovery. ***

❑ Work on your assets register – you must know the value to depreciate it correctly.

❑ The asset value will also enable a proper return on assets. Currently, 

municipalities calculate a return on turnover. Prepare for the move to best practice.
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Other

There are a variety of input costs that are responsible for the successful operation of the 

municipality. Designing a tariff with all input costs as tariff components would be 

unreasonable. Use major cost causation drivers. 

E.g. DSM levy  
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STRUCTURE : STUDY RESULTS 
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Cost reflectivity in Africa
Why such a poor rate of reflectivity?
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 Revenue Recovered  Total Expenditure % Varience

- 83% 

Is cost reflectivity 

necessary?

Is cost reflectivity 

realistic & affordable?

Are all customers in 

South Africa ready 

for reflectivity?
Y     N Y     N Y     N 
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