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1. Introduction (1)
Regulators have many responsibilities:

1. Tariff determination
2. Set regulations on licenses and authorizations

3. Monitor the operations and performance of the
market

4. Set regulations minimum gquality of service ,
monitor consumer complaints and dispute
resolution

Tariff determination plays a key role by giving an
economic signal on the market ,financial viability of
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1. Introduction (2)
The recent energy crisis in the world implies an
Increase In the cost of energy supply and have affected
the financial viability of most utilities in Africa.

Static tariff methodology will not appreciate the actual
situation.

Tariff methodology and process must be dynamic and
flexible to allow for period adjustment and cost
recovery.

The basic questions are:
* How do the authorities set the tariffs and review them?

e Edrvrrryahnlic ara inviohvved 1n Tha faritf reviieswr nrocacc”?
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2. Objectives and Methodology of the Study (1)
The objectives of this study are to:

* |dentify the profiles of regulators in selected Sub-
Saharan countries

* |dentify the different stages involved in the process
of tariff reviews of selected countries

« Understand how stake holder’s consultations are
organized by Regulators

« Understand the frequency and objectives of tariffs
reviews, and

« How the results of reviews are treated by the
Regulators
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Questionnaire on Power Tariff Setting and Review Process

1. Data collection through a questic .
with 12 questions e —
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2. Administration of the questionnaire to a sample

of 27 regulatotl and 12 have
responded.
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3. Results (1): Regulators profiles

Establishment ( 1996 to

With various degree
responsibilities

responsibility in regulations

Single sector
(Electricity)
42%

Multisector
50%

Single sector
(Power)

Single sector (Electricity) M Single sector (Po%r) Multisector
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3. Results (2): On Mandate of Regulators

75% of Regulators are allowed to regulate tariffs from
Generation to Retail , 17% Transmission , Distribution& Retalil
and 8% are responsible for Distribution/Retall tariffs.

Transmission, Distribution and
retail tariff
17%

Generation, Transmission, Distribution
and retail tariff
75%
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3. Results (3): On History of tariff setting and review

Most of the surveyed
countries have

reviewed their Tariffs
recently except for

- " g i _‘2022 Ugan@2023
some countries where »» Q chnagd D

The Gambia, 2023 2022 2020 2020

it was last done more 9 9 mgeu
than 15 years. Woore

Last Time the institution reviewed the electricity
tariff

2016

2014

2012 Tog
o,

2010 @

Last tariff review i
date 17 years

2004
0 2 4 6 8 10 12 4
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3. Results (4): On tariff setting and review

The frequency of major and minor
changes varies between 3 to 5 years and Minor

changes

3 to 12 months, respectively. 42%

Major
changes
58%
1900131900ral :
B Major changes [I] Minor changes (month)
1900111900ral —71—1900111900ral
190091900ral
190071900ral
190051900ral —
41900ral ~.190041900ral
190031900ral
190031900ral -
90021900ral
Oral
190011900ral
1899301899ral 1899301899ral [ 1899301899ral

il
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Method used for tariff setting

The Countries surveyed
use four Methods for tariff
setting:

« Cost plus (rate of return)
 Revenue cap

* Price cap

« Combinaison of the 3

Cost plus (Rate of
Return)
17%

Revenue cap
8%
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Bench marking in Tariff Review

Most of the countries benchmark (with
neighbouring countries) in setting tariffs on the
following variables:

* distribution losses,

* revenue collection rate,
 fransmission losses,

* Operating expenses,

e capital expenditure,

* retall Tariff
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3. Results (6): On public consultation

Public/Stakeholders consultation is part of the process in
all the countries. It takes place at different stages of the
process.

Begining of the process only

During the tariff review study only _

After the study only

During + After
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The review process is done generally around Six steps
where consultation of public/stakeholder is part.

Initiation

¢ From Utilities or
Authority

Approval of the
new tariffs by the
Regulator or
Government

=3

\ ECOWAS REGIONAL ELECTRICITY REGULATORY AUTHORITY

) | AUTORITE DE REGULATION REGIONALE DU SECTEUR DE L'ELECTRICITE DE LA CEDEAD
il

AUTORIDADE REGULADORA DE ELETRICIDADE REGIONAL DA CEDEAD

3. Results (7): On public consultation

Data collection

*consultation™

Public
consultation/Public
ation of the new
tariffs
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Stakeholders
engagement/

Public hearing

Update of the tariff
model and
determination of the
new tariff by
Authority
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3. Results (8): On public consultation

Allocating the new tariff (Revenue) increase between different
classes /types of consumers is mainly the responsibility of the
Regulators after tariff determination.

No/rule under definition

Decide by gov. after
determination of tariff

Based on cost of service/ -
Cost causative for others

distributed proportionally between
the different categories
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Summary

Method of tariff Last date of tariff Benchmarking Frequency / change
setting review

Burkina Faso Price cap 2006 no frequency
The Gambia  Cost plus (Rate of Return) 2022 No 3 years
Ghana Combinaison 2023 yes 3 years/ma!ors
3 months/minors
Niger Price cap 2022 yes 5 years
.. Combinaison 5 years/Majors
Nigeria 2022 yes 6 months/minors
Senegal Combinaison 2020 yes 3 years
Togo Combinaison 2010 yes 4 years
DRC Revenu cap 2018 No 4 years
Cameroun elilofinEleln 2020 No 4 years
Rwanda Cost plus (Rate of Return) 2020 No 3 years
Lesotho Combinaison 2020 No /
Uganda Combinaison 2023 yes 2 Rt iale

3 months/minors



June 1, 2023
17

o W | AUTORIT ECTRICITE DE LA CEDEAQ
| )
%, 4 AUTORIDAD A CEDEAD

ERERP

4. Discussions (1)

There are various methods and laws on tariffs
determination in Sub Saharan Africa:

» Some are responsible for the determination of tariffs
for only one segment of the market

*» The majority are multi sectors reqgulators .
» Different methodologies are used in determining tariff

*In almost all the countries surveyed the tariff
contains element of both implicit & explicit subsidies
and cross subsidies
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4. Discussions (2)

= Major tariff review is done regularly: between 3 to 5
years and 10 years ( few countries) . All cost
assumptions and efficiency factors are reviewed

*»3 to 12 months for minor review: Exchange rate,
inflation , price of Gas are reviewed

* This regular reviews ( minor) supposed to result to
adjustment of tariffs immediately , but only in few
countries

*The methodologies used a mostly hybrid
combination of various methods.
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4. Discussions (3)

Stakeholders and public consultation is an essential part of the tariff
review process. All the regulators surveyed plan this consultation at
different stages of the review process

Whether the origin came from the regulator or the public
services, the stakeholders can be consulted/involved in
the process (working group) to present the objective and
the initiative and collect their proposal
Stakeholders participate in Tariff review studies through a
consultative committee or public consultation meetings to
give their contribution and feedback on the
scenarios/analysis

Origination
of the
process

Tariff
review
study

Before the approval by the authority, public consultation

New Tariff - '
S et can be held and the public comments on new tariff GBJI/
ff,

approval

give their feedback on specific adjustments (social tari
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4. Discussions (4)

" |n some countries Regulators approve the revised
tariff

" |[n other countries the Government approve the
revised tariff based on the regulator’s proposal

" |[n the majority countries , the Government define
the allocation ratio of the increase In the new tariff
between different classes or types of consumers:
social, residential, industry, etc.
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5. Conclusion

There is a diversity in tariff setting and review in Sub-Saharan
Africa, but some key common features are :

- Rates are not regularly updated as demanded by the
methodologies

« Consultation is part of tariff determination and review in all
processes to ensure public participation

 The Regulator or Government gives the final approval of the
new tariff after determining the best way to allocate the tariff
Increase among all types of consumers

« Government intervention reduces the power of regulators to
adjust tariff as and when due in line with the methodology.
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