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Disruptors in the ESI

• Disruptor 1: African Economic 
Growth, transformation and 
rising demand

• Disruptor 2:  A shifting 
energy mix gives rise to new 
capital and players

• Disruptor 3:  Changing role 
and type of customers

• Disruptor 4:  Renewable 
Technologies

• Disruptor 5:  Changing 
market structures and 
dynamics

• Disruptor 6:  Smarter grids 
and systems, smarter utilities
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Incumbents crowded out
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Business model disruption



AMEU/SAIEE Webinars  |  August 2022

Current State of municipal distributors?
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• Municipalities on average account for 26% of their revenue from electricity;

• It has been reported that some municipalities make a margin as high as ~61%;

• It has also been reported that the municipalities as a collective have approximately 400 different 
tariff levels.  There has to be significant rationalisation of this large number of tariff levels;

• In a typical example, a municipality buys electricity from Eskom at 120c/kWh and sells it  at 
R3,00/kWh which seems like a margin of 150%.  Why this discrepancy?

• Revenue losses due to non-payment;

• Technical losses;

• The lack of implementing Time of Use tariffs (“TOU”);

• In peak times they sell massive amounts of electricity at a loss; and

• In off-peak times they sell low volumes at massive margins;

• This leads to wrong  consumer behaviour and results in massive inefficiencies in matching supply 
and demand which results in additional peak load capacity at excessive standby costs; as well as 
increased tariffs to ensure going concern status;

Tariff structure the root cause of many challenges?
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Let’s start to get the basics right

• Municipalities currently buy their electricity from Eskom;

• They should also buy from IPP’s and optimise the energy mix (solar, wind, gas, storage);

• They should allow rooftop solar and storage facilities to sell back into the grid; and

• They should allow IPP’s to wheel to customers and charge a use of system charge to the IPP and the 
customer which makes commercial sense to all parties;

• The customer / consumer should have the choice of energy supplier(s);

• The low cost of energy (kWh) from IPPs would positively impact on municipal expenses on energy;

• Time of Use tariffs would impact consumer behaviour and give the right price signals for prosumers 
to install battery storage behind the meter.  This would improve grid stability and minimise the need 
to buy electricity at exorbitant rates during peak times;

• The principle of revenue neutrality should be killed and replaced with commercial sense;
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What should KPI’s look like for Municipal distributors?
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Roadmap to high performance utility players

• Municipal infrastructure should be mapped in detail using GIS systems;

• All information that forms part of an asset register should recorded in this system e.g.;
• Laser scanned models of each OH line, transformers, switchgear etc.;

• All details re make, model etc.;

• Maintenance plans, history and next maintenance actions;

• Digitised asset register and data should improve maintenance effort, response time and cut cost;

• KPI’s should be continuously updated and web-published on a monthly basis;

• Older parts of the infrastructure should be upgraded in a planned approach to modernise all aspects 
of the system and enable prosumers to become part of the solution;

• Electricity costs should be driven down to bring in new customers into the specific municipality 
which will enable growth;
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Extracts from:

Sub-Saharan Africa Power Trends – Power Disruption in Africa:  Deloitte, May 2015;

Brighter Africa,  The growth potential of the sub-Saharan electricity sector:  McKinsey and Company, 
February 2015;

US-India Smart Grid Workshop, March 2015, Bangalore:  Tata  Power Delhi  Distribution;
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Thank you


