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Introduction Tw

There has been an increase in the amount of SSEG installéd
in South Africa. ;

Advantages of SSEG systems to customers
I.  Reduced electricity bills

li. Reduced emissions

lii. Increased customer choice

Advantages of SSEG systems to municipalities
I. Cheaper electricity for reselling

ll. Reduction of technical losses

lii. Increased power system reliability
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Introduction
Uptake of SSEG processes in municipalities :
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44— Allowing SSEG installations —#—With official application system With SSEG tariffs

SALGA, 2018, Status of Small-Scale Embedded Generation in South Africa
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Municipal SSEG Support Programme

Programme includes capacity building of staff and provision

-

of template documents. :

Municipalities receiving
SSEG support
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Final SSEG Connection Agreement (version NOT to be signed).docx
Final Guideline to By-Law and Policy governing SSEG Connection (CDH).docx
SSEG Tariff Guidelines_SUMMARY 13March2019.docx
Grid Impact Studies P13162_SSEG_Guideline_National_V1.pdf
SSEG General Information for Public (General).docx
EG  Recording Template (Tshwane example).xlsx
SSEG Metering Guide for Municipalities (Jan2019).docx
AMEU SALGA Standard document SSEG Commissioning Report ALLGEN (DRAFT March2019) WITH CHOICES.docx
SSEG Application Control Document ALLGEN (Blank).docx
AMEU SALGA Standard document SSEG Application Form ALLGEN (DRAFT March2019).docx
AMEU SALGA Standard document SSEG Requirements for Embedded Generation ALLGEN (DRAFT March2019) WITH CHOICES.docx
http://www.sseg.org.za/

SSEG Factors affecting Municipal
Revenue

Reduction Decrease
in revenue In costs

Reduction jn

bulk power
purchases

Cheaper
electricity to
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SSEG Tariff Structures :‘W

Bundled Tariff: - Costs incurred by municipality are charged as one
volumetric charge (c/kWh). :
Unbundled Tariff: - Costs incurred by municipality are separated and

charged as a fixed charge (R/month) and a
volumetric charge (c/kWh).

« SSEG customers purchase less energy and therefore when a bundled
tariff is utilised there is no guarantee that they will adequately contribute
to the fixed costs of the network.

« Itis advisable to utilise an unbundled tariff structure for SSEG customers
to ensure that they pay their fair share of fixed costs.
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Revenue Impact of Residential SSEG '{

Non SSEG Residential Residential SSEG Customers

f Metra 1 [ R245/month (fixed) )
171 c/kWh (energy) | > + 171 c/kWh (energy)
L L - 74 c/kWh (export) )
-
Metro 2 [ R160/month (fixed)
142-195 c/kWh (IBT* energy) | > + 142-195 c/kWh (IBT energy)
N L - 10 c/kWh (export) )
4 ) Intermediary City 1 4 R 380 / month (fixed) )
176 c/kWh (energy) | > + 82-325 c/kWh (TOU* energy)
L ) - 42-295 c/kWh (TOU export) )
~ A o
154 c/kWh (energy)
154 c/kWh | > *
} + 154 c/ (energy) ) L - 154 c/kWh (export) )
*IBT — Inclining Block Tariff *TOU - Time of Use
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Revenue Impact of Residential SSEG ¢

% change in revenue from residential

15%

10%

<
X

customers

0%

-5%

-a-\etro 1
—>=Netro 2

—+—|ntermediary
City 1

= (3

e Unfavourable
business case for
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payback more than
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e Revenue positive
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Revenue Impact of Residential SSEG ¢

% change in revenue from residential
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L
low export tariff. Metro makes
significant profit when on —
selling electricity. Unfavourable

\_business case for customers.
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|. City 1: Has introduced a
TOU export and import
tariff. Customers now pay
more for peak electricity
which increases
municipality’s revenue.  /

Metro 1: Introduction of )
fixed charge and export

tariff. Export tariff

equivalent to bulk purchase
costs. Y

-a—Metro 1
—==Metro 2
—+—|ntermediary City 1
—e—|ntermediary City 2

|. City 2: Municipality utilises net \
metering (export tariff = import

tariff). The City pays more for
electricity from the customer than
they would purchase from the utility.
Business case is favourable for
customers. %

% of residential customers with solar PV
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Residential SSEG Highlights :‘W
Key principle: COST REFLECTIVE TARIFFS

It IS possible to protect revenue whilst ensuring a
reasonable business case for customers.

Example of a sensible residential tariff:
1. Fixed charge of R200 - R400 per month
2. Energy charge same as before

3. EXxport tariff equals avoided costs = 60 to 80 ¢c/kWh
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Revenue Impact of Commercial SSEG?

Normal Commercial SSEG Commercial

Customers Customers
4 | N /Fixed charge (R / month) \
Fixed charge (R / month) + Demand charge (R / kVA)
+ Demand charge (R / kVA) + TOU energy charge (¢ /
+ TOU energy charge (c / KWh)
kWh) - Export tariff (c / kWh)
\_ / \_ Y.

« Commercial customers are already paying a fixed charge

and a demand charge.
« An export tariff is added to credit SSEG customers.
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Revenue Impact of Commercial SSEG*

% change in revenue from

commercial customers
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* Minimal change in revenue fOr
all municipalities.

« Payback periods of less than 10
years for customers.

1% 5% 10% Eé%

% of commercial customers with solar PV
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Commercial SSEG Highlights "W

« Minimal revenue change when SSEG
was Implemented due to already existing
separation of fixed network and variable
energy costs.

« Commercial customers often consumed
most of their kWh generated, thus the
export tariff has less impact.
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Key Lessons "w

1. Rapid uptake of SSEG has the potential to |mpact
municipal revenue.

2. SSEG tariff setting should be informed by a
detailed cost of supply study.

3. Tariffs developed need to balance the interests of
the municipality and its customers.

4. Municipal revenue can be protected whilst
ensuring a reasonable business case for SSEG
customers.
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Municipal SSEG Support Programme
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INVITATION FOR MUNICIPALITIES TO APPLY FOR
SMALL-SCALE EMBEDDED GENERATION SUPPORT

wrLed T

Technical and capacity building support is available for approx. 25 municipalities to
help establish SSEG application and approval processes. Support will be provided
through training for staff (5 days), on site capacity building, technical expert
input and off-site support, amongst other mechanisms.

Hlengiwe@sustainable.org.za
OR
WWW.Sseg.org.za
by 15 November 2019

In cooperation with:
energy

|  Department:

/  Energy

y REPUBLIC OF SOUTH AFRICA

8saLca

Inspiring service delivery
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Average Cost Structure of Municipal
Electricity Distributor

Salaries and Wages,
10%
Repairs,

6% _
Capital Charges, [ Fixed
5% Costs
Other Costs,

5% _

Variable Bulk

Costs Purchases
74%

Average cost structure across various municipalities as determined f
survey of municipal D-Forms!

1. NERSA, 2019
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Ancillary Additional
Service Charges Tariff Levy

b

Tariff Levers
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The Importance of Cost of Supply "W
Studies

1. Municipalities need to be aware of the coét
of providing electricity to customers.

2. To prevent municipal revenue loss it Is
Important to ensure that SSEG customers

adequately pay for their costs.

3. Tariff setting should be based on cost
recovery rather than on revenue protection.
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Revenue Impact Analysis Methodologyiw

SSEG Tariff Levers
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SSEG Factors affecting Municipal
Revenue

The introduction of SSEG could
potentially result in a reduction in
municipality’s revenue due to:

1. Reduction in utility’s sales.
purchases

2. Additional costs associated
with the revamping of
distribution systems to
accommodate SSEG.

. L on-sel|
3. Compensation for electricity

exported on to grid.
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Reduction in revenue Decrease in costs
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