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Definitions 

Authority:   This refers to Eswatini Energy Regulatory Authority. 

Cost of Service Study: A study conducted to establish how much it cost to service each 

particular class of customers. The last study was completed in 

September 2017. 

Cost-reflective Tariffs: Tariffs that are indicative of cost-causation and reflect the cost 

of supplying a particular category of customers. 

Quality of Service Standard:  is regulatory instrument which the Authority and the licensee 

uses to monitor the quality of the service provided to the 

consumer. 

Quality of Supply Standard: is regulatory instrument which the Authority and the licensee 

uses to monitor the quality of the electricity supplied to the 

consumer. 

Regulatory Clearing Account:     An account kept by a regulated electricity licensee in which 

all variation in actual results differ from forecasts. It enables the 

entity to be able to recoup under/ over recoveries in revenues. 

Regulatory Period: It is a full year for regulatory purposes. For Eswatini ESI, it is 

similar to the utility company’s financial year. 

Subsidy Framework: A regulatory instrument which objective is to protect indigent 

customers from tariff increases and ensure that they access 

basic level of the electricity services. 

Tariff Methodology: A regulatory instrument used to determine a sufficient revenue 

requirement by a licensee and subsequently derive tariffs at a 

level that will enable recovery of the revenue requirement. 

Utility:    This refers to the Eswatini Electricity Company. 
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1. Executive Summary 

1.1. EEC’s Application  

On 28 October 2022, the Authority received a tariff filing from the Eswatini Electricity 
Company (EEC). In its application, EEC was requesting a revenue requirement of 
E2,928,869,042 for the financial year 2023/24 and a revenue requirement of E3,441,006,421 
for the financial year 2024/25. Over and above the budgeted costs for the respective years, 
the total revenue requirement was inclusive of 2020/21 and 2021/22 Regulatory Clearing 
Account (RCA) balances which the utility seeks to be liquidated. The RCA balance is 
E168,950,192 over-recovery for the financial year 2020/21 and an RCA under recovery 
balance of E12,053,238 for the financial year 2021/22. This translated to an average tariff 
increase of 21.31% for each of the MYPD5 years excluding electrification access fund levy and 
VAT. 

The EEC application can be summarized in the table1: 

Table 1: Summary of EEC Application (Source: EEC Tariff Application Write-up) 
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The summary of the tariff application is shown below: 

 

1.2. The Legislative Framework 

The Authority initiated the review of the application in accordance with the relevant 
legislation, including the Energy Regulatory Act, 2007, the Electricity Act, 2007, the Tariff 
Methodology, and other relevant regulatory tools. 

1.3. Stakeholder Consultations 

The Authority conducted stakeholder consultations as shown in table 2: 

Date Audience Place Time 

12/11/2022 Lubombo Business and Domestic customers Siteki 10:00 AM 

18/11/2022 Trade Unions and Consumer groups Manzini 9:30 AM 

19/11/2022 Shiselweni business and Domestic customers Nhlangano 10:00 AM 

22/11/2022 
Hhohho Business and Domestic customers and 
Eswatini Cane Growers Association 

Sihhoye 10:00 AM 

23/11/2022 
Eswatini Cane Growers Association and 
Eswatini Sugar Association 

Siphofaneni 10:00 AM 

29/11/2022 
Government Ministries and Business 
Stakeholders 

Ezulwini 9:30 AM 

30/11/2022 Business and domestic consumers Mbabane 09:30 AM 

02/12/2022 Business and domestic consumers Manzini 9:30 AM 

Table 2: Stakeholder Consultations- November to December 2022 

During the consultations, stakeholders raised quite a number of issues, of which a majority 
were indicating that the tariff increase request is unacceptable at this time. Amongst the 
issues raised was; 

➢ Non-affordability of electricity in light of depreciating purchasing power of worker’s 
salaries. 

➢ Negative impact of the introduction of VAT as businesses' operational costs have since 
increased due to VAT and small businesses cannot claim the VAT as they are not VAT 
registered.  
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➢ Moreover, in the current Tariff application, the cost of sales has increased due to the 
VAT on Imports portion that the utility cannot claim relating to domestic customers 
which are exempt. 

➢ Furthermore, stakeholders raised the issue of high unemployment rate and the recent 
political unrest which left most businesses in shambles.  

➢ The negative impact of fixed charges on certain business categories, thus customers 
requested that a tariff restructuring or business re-categorization is done.  

➢ Other issues raised included the need for the Authority to speed up projects aimed at 
creating an enabling environment for investors in the energy sector in particular the 
SSEG framework and wheeling framework, and the increase in generation capacity to 
reduce reliance on ESKOM. 

1.4. Technical and Economic Analysis 

Minimum Filing Requirements 

The Authority further conducted extensive analysis of the filing. The analysis focused on 
compliance with minimum filing requirements, quality of service standard (SZN 026) and 
quality of supply standard (SZN 028). Also conducted was after-the-fact reconciliation of the 
financial and economic results of 2020/21 and 2021/22, through a thorough review of RCAs. 

The analysis revealed that EEC was able to meet most of the filing requirements with the 
exception of providing an independent opinion or report on the efficiency of its operations as 
per the directives of the Tariff Order of February 2021. Other areas of exceptions were the 
provision of a manpower study, and optimal financing structure (more details in section 4.1 
and section 4.2) 

Quality of Supply 

A review of EEC’s performance against the requirements of the Quality of Supply (QoS) 
Standard was conducted based on the Quality of Supply Compliance Evaluation Report 
submitted by the Eswatini Electricity Company (EEC) as part of the Tariff Filling Requirements 
and power quality data from the Authority’s power quality monitoring instruments covering 
the period April 2021 – March 2022. The QoS standard defines technical parameters and 
minimum requirements that guide the quality of the voltage supplied to consumers. 

During the 2021/22 financial year the review on the QoS performance was based on data 
from thirty-three (33) instruments monitoring largely at substations. The Regulator also had 
her own power quality instruments installed mainly at customer supply premises. The 33 sites 
were assessed for the various voltage parameters and notable non-compliances were 
observed on voltage unbalance (mostly at the 400kV level) and voltage harmonics 
predominantly at 66kV and 11kV. The performance of the network where the Regulator has 
her own instruments were generally compliant with the minimum quality of supply standard 
requirements. A few issues were, however, identified and discussed with both the utility and 
some of the affected customers. These include poor interruption performance around 
Mankanyane and over-voltages around the vicinity of the Nhlangano substation. 
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In light of the quality of supply issues identified, the EEC is expected present a clear Action 
Plan to deal with the common voltage quality non-compliances that have been consistently 
monitored and reported on for the past three years by September 2023. The common voltage 
issues that need to be addressed include voltage unbalance, voltage harmonics and voltage 
dips. 

Quality of Service 

The Quality-of-Service standard (SZNS 026) is instrumental in the regulation of the quality of 
service in the Eswatini Electricity Supply Industry (ESI) and it allows for the measurement of a 
total of forty-eight (48) service activities and targets that were defined and agreed upon by 
licensees, various customer organizations, and the Authority. These include processing of 
requests for supply; management of customer complaints, enquiries and requests; meter 
reading and restoration of supply, among others. The Authority continues to regulate the 
quality of service in the country by ensuring effective and efficient implementation of the 
quality-of-service standard. This is to ensure that non-compliances are dealt with in a manner 
that protects the interests of consumers whilst maintaining the integrity and sustainability of 
the licensees. 

While the EEC continues to endeavor to improve the quality of service, however, out of the 
forty-eight service activities, twelve (12) were still found to not have been completely 
addressed as at the end of the 2021/22 financial year. During this year, the EEC obtained an 
overall evaluation score of 81% against 82% from 2020/21 financial year. As had been directed 
in the February 2020 Tariff Order, the utility made significant improvements with regards to 
compliance with quality-of-service reporting guidelines (SZNS026 – 2). 

Amongst other things, the utility is expected to provide clear timelines for implementation of 
the approved Connection Processes including the Connection Charge Guidelines and further 
furnish the Regulator with a clear and implementable Action Plan to ensure consistent and 
satisfactory customer service for all services provided. 

Regulatory Clearing Account 2020/21 and 2021/22 

When analyzing the RCA balances, not all discretionary pass-throughs were allowed for EEC 
and adjustments were made accordingly based on information presented. The Authority 
decided on the RCAs as follows: 
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Revenue 
Requirement 
(Adjusted)  

Item 2020/21  2021/22  

 
EEC Request 2,139,961,269 2,354,446,419  
Adjustment (189,424,170)  (208,747,174)   
Approval 1,950,537,099 2,145,699,245    

 
 

 Revenues Recovered  
 

2020/21 2021/22  
Facility Charge Revenues 70,480,918  72,214,965   
Energy Sales Revenues 1,790,065,681 1,792,614,119   
Demand Sales (kW or kVA) 
Revenues 

304,061,496  328,668,438  

 
Access Revenues 144,303,366  148,895,659   
Year-end adjustments made  - -     
Total 2,308,911,461 2,342,393,181    

 
 

 Allowed RCA 
Balances  

 
2020/21  2021/22  

 RCA Balance Allowed   Over-recovery (358,374,362)  (196,693,936)  

Table 3: ESERA RCAs decisions 

2023/24 and 2024/25 Application 

The Authority further analyzed the forecasts for 2023/24 and 2024/25. The Authority looked 
into the reasonableness of forecasts and assumptions made. There were major adjustments 
made in areas such as the cost of sales (VAT on imports and ESKOM electricity tariff), RAB, 
return on RAB or WACC, depreciation of RAB, employee costs, strategy initiatives, as well as 
other key economic indicators.  

The total RAB forecasts were adjusted downwards by a 12.5% slippage factor for 2023/24 and 
20% for 2024/25, primarily based on past trends on asset capitalization, as discussed later in 
section 5.1.4. Taking into consideration the prevailing unfavorable economic climate, as well 
as submissions made by electricity consumers on the impact of the current economic climate 
on disposable income, the Authority also saw it appropriate for the EEC to prioritize the 
implementation of only critical capital projects during this period. The graph (Figure 1) shows 
the historical trend in forecast and actual capitalization: 
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Figure 1: Historical and Forecast asset values 

The return on RAB was adjusted from EEC’s proposed 7.28% to 8.26% after a review of the 
key assumptions used to calculate WACC. The comparison of the WACC computation is shown 
in Table 4: 

WEIGHTED AVERAGE COST OF CAPITAL COMPUTATIONS 

    2022 Analysis 

    Utility (EEC) ESERA 

    Filing Computation  

WACC Input Assumptions 
      

Risk free rate (nominal)   6.29% 8.07% 

Gearing   60% 60% 

Market Risk Premium 
(nominal)   6.29% 7% 

Asset beta (unlevered)   unclear 0.4149 

Corporate Tax Rate   27.50% 27.50% 

Calculations     
Cost of debt     

Nominal before tax   5% 6% 

Cost of equity     
Equity beta (leveraged)   0.93 0.866 

Nominal before tax   16.83% 19.50% 

Nominal after tax   12.20% 14.14% 

Results     
WACC (nominal before tax)   11.12% 11.40% 

WACC (nominal after tax)   7.28% 8.26% 

Table 4: Comparison of WACC computation 

2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

FORECAST ('000) 1,248,612 1,425,693 1,825,041 2,037,084 2,836,653 1,878,598 2,259,032

ACTUAL ('000) 973,663 1,104,336 1,018,578 1,635,537 1,835,097

ACTUAL AS A % OF FORECAST 78% 77% 56% 80% 65%

 -
 500,000

 1,000,000
 1,500,000
 2,000,000
 2,500,000
 3,000,000

R
A

B

Year

RAB: Budget vs Actual: Historic and Forecast
Source: EEC Spreadsheets

FORECAST ('000) ACTUAL ('000) ACTUAL AS A % OF FORECAST
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Salaries were also adjusted and allowed to escalate in line with increase in staffing and cost 
of living adjustment assumed to be 3% for each of the years based on the most recent 
approvals by PEU.  An adjustment by a productivity factor of 2% was applied as capital 
deployment, use of technology, and the experience level of the workforce are all increasing, 
which should result in improved productivity. Overtime costs were capped as a percentage of 
the remuneration costs at 15% for generation, 20% for transmission, 25% for distribution, and 
2% for support divisions.  

1.5. Tariff Recommendation/ Approval 

After incorporating all the analyses summarized above, and other analyses discussed 
elsewhere in this report, the Authority approved EEC’s revenue requirement for the 
respective financial years as shown in table 5: 

 Estimate 2022/23 2023/24 2024/25 

Cost of Sales  1,591,195,920 1,717,094,189 1,953,983,668 

Operating Expenditure  930,091,117 935,253,090 958,022,738 

Depreciation  129,943,106 113,069,343 152,569,924 

Allowed Return on RAB  144,114,687 145,398,590 158,899,760 

RCA Balances (106,406,327) (277,534,149) (277,534,149) 

Other Income (10,239,354) (19,414,060) (19,996,481) 

Revenue Requirement 2,678,699,149 2,613,867,003 2,925,945,460 

Table 5: Approved Revenue requirement for 2023/24 and 2024/2025 financial years 

There above allowed revenues are to be recovered via the various charges shown in table 6: 

 Estimate 2022/23 2023/2024 2024/2025 

 Facility Charges                       75,119,285  74,841,782   78,319,986  

 Energy Charges                  1,860,593,461  2,065348,963   2,251,820,411  

 Demand Charges                     318,719,891   359,482,195   402,289,335  

 Access Charges                     140,681,784   149,661,906   158,051,353  

                 2,395,114,421   2,649,334,846   2,890,481,085  

Table 6: Projected allowed revenue recovery streams 

The approved revenues shall be recovered through a 10.14% average tariff increase in 
2023/24 and an 8,02% average increase in 2024/25. Table 7 shows the changes in average 
tariff, the adjustment rate, the revenue requirements for each year, and the revenues to be 
recovered in that particular year. 
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 Estimate 2022/23 2023/2024 2024/2025 

Consumption (MWh)  1,130,052 1,134,905 1,146,254 

Average Tariff (E/kWh)  2.12 2.33 2.52 

Average Tariff Adjustment 10.14% 8.02% 

Revenue Requirement 2,678,699,149 2,613,867,003 2,925,945,460 

Revenue Recovery 2,395,114,421 2,649,334,846 2,890,481,085 

Deferred Recovery  (35,467,843) 35,464,375  
   

Net Under/ (Over) Recovery  (3,468) 

Table 7: Average tariffs and increase adjustment rates for 2023/24 and 2024/25 

The below table shows the summary between the EEC request and ESERA award 

 EEC Request ESERA AWARD DIFFERENCE 

2023/24 Revenue 
Requirement  

2,928,869,042 2,613,867,003 (315,002,039) 

Average Tariff 
(E/kWh) 

2.56 2.33 0.23 

    

2024/25 Revenue 
Requirement 

3,441,006,421 2,925,945,460 (515,060,961) 

Average Tariff 
(E/kWh) 

3.03 2.52 0.51 

Table 8: EEC Request and ESERA Award Revenue Requirement summary for 2023/24 and 
2024/25 

The table below shows the adjustments made in each of the Revenue Requirements 
components 
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  2023/24 2024/25 

Cost of Sales EEC Request 1,815,129,299 2,069,912,436 

 Adjustment (98,035,110) (115,928,768) 

 ESERA Approval 1,717,094,189 1,953,983,668 

    

Operating Expenditure EEC Request 1,022,460,547 1,048,638,636 

 Adjustment (87,207,457) (90,615,898) 

 ESERA Approval 935,253,090 958,022,738 

    

Depreciation EEC Request 122,347,055 169,513,072 

 Adjustment (9,277,712) (16,943,148) 

 ESERA Approval 113,069,343 152,569,924 

    

Allowed Return on RAB EEC Request 145,243,155 172,938,758 

 Adjustment 155,435 (14,038,998) 

 ESERA Approval 145,398,590 158,899,760 

    

RCA Balances EEC Request (156,896,954)  

 Adjustment (120,637,195) (277,534,149) 

 ESERA Approval (277,534,149) (277,534,149) 

    

Other Income EEC Request (19,414,060) (19,996,481) 

 Adjustment - - 

 ESERA Approval (19,414,060) (19,996,481) 

    

 
Total EEC Revenue 
Requirement 

2,928,869,042 3,441,006,421 

 Total ESERA Award 2,613,867,003 2,925,945,460 

 Total Adjustment (315,002,039) (515,060,961) 

Table 9: Summary of adjustments for each Revenue Requirement component (EEC Request 
and ESERA Award) 
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2. The Legislative Framework 

In regulating prices and making tariff determinations, the Authority is guided by the Energy 
Regulatory Act, Electricity Act, and applicable key regulatory instruments, in particular the 
tariff methodology. 

2.1. Energy Regulatory Act, 2007 

The Eswatini Energy Regulatory Authority is a regulatory body established through the Energy 
Regulatory Act, 2007. The overall responsibility of the Authority is regulation and control of 
the Eswatini Electricity Supply Industry, through the Electricity Act, 2007. 

In terms of section 5 of the Energy Regulatory Act, 2007, the functions of the Authority include 
but not limited to: 

• Issuing licences 

• Setting licence conditions 

• Enforcing compliance to licence conditions 

• Regulate and approve tariffs, charges and conditions of services provided by 
licensed entities 

• Receive, investigate and adjudicate complaints 

• Set quality of supply and service standards 

• Encourage development of uniform industry standards and code of conduct 

• Promote the interest of consumers while maintaining the integrity and 
sustainability of regulated entities. 

2.2. Electricity Act, 2007 

In terms of the Electricity Act, 2007, tariffs shall be regulated in accordance with Section 32 of 
this act. The Act states that: 
“Prices ... shall be regulated ... according to one or more of the following tariff methodologies, 
which shall: 

• allow a licensee that operates efficiently to recover the full costs of its business 
activities, including a reasonable return on the capital invested in business;   

• provide incentives for continued improvement in respect of technical and 
economic efficiency with which services are provided; 

• provide incentives for continued improvement of quality services; 

• give to consumers proper signals regarding the costs that their consumption 
imposes on the business of the licensee; or,  

• avoid undue discrimination between consumers and consumer categories.” 

2.3. The Tariff Methodology 

In terms of section 6 of the Tariff Methodology, the Authority shall hold a public hearing or 
hearings at such venues and times as it considers appropriate to canvass the opinions of 
interested parties on the application for the tariff adjustments.  
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The Authority shall consider the application for tariff adjustment and make a decision within 
three months, with due consideration of the following:  

• The tariff methodology; 

• Public opinion canvassed by the Authority;  

The Tariff Methodology states the following tariff objectives: 

Figure 2: Tariff methodology stakeholder expectations and tariff objectives 

 

 

 

 

 

 

 

 

 

 

Expectations Tariff Objectives Description

Customer 1. Affordable
Least cost options (price should exclude 

inefficiencies)

2. Non discriminatory
Tariffs should be applicable to all customers on 

an equal and fair basis

3. Predictable & Stable
Customers should be kept informed and real 

price adjustments should be gradual

4. Transparent
Easy to read and apply, and contains no hidden 

costs

Utility 5. Cost Reflective
Cover the costs of the business plus a return 

(profit) component

6. Encourage efficient use
Appropriate price signals that will stimulate 

efficient use of electricity

7. Implementation cost
Implementation and transaction costs should be 

low

Government 8. Social Support
Tariff levels and structures should accommodate 

social programmes

9. Self sufficiency in generation 

capacity

Expansion through development of own 

resources

10. SOE’s to be self funding ESI should not rely on Government  for funding

11. Shareholder expectations Appropriate taxation & dividends
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3. Eswatini Electricity Company (EEC) Application for the Fifth Multi-year Price 
Determination Period (MYPD 5) 

On 28 October 2022, the Authority received a Tariff application by the EEC for the MYPD5 
which covers the financial years 2023/24 and 2024/25. 

The utility company was requesting a revenue requirement of E2,928,869,042 for the financial 
year 2023/24 and a revenue requirement of E3,441,006,421 for the financial year 2024/25. 
Over and above the budgeted costs for the respective years, the total revenue requirement 
is inclusive of the 2020/21 and 2021/22 Regulatory Clearing Account (RCA) balance which the 
utility seeks to be liquidated. The RCA balance applied for was E168,950,192 over-recovery 
for 2020/21 and E12,053,238 under- recovery for 2021/22. The reasons the utility provided 
for the variances ranges from slow implementation of projects due to COVID-19 pandemic, 
decrease in cost due to the Mnkinkomo dredging project not taking off, decrease in 
maintenance of electrical equipment and system faults. The utility also experienced high costs 
as a result of overtime costs and increased reactive maintenance costs. 

The table 10 below shows a breakdown of the EEC’s requested revenue requirement: 

Table 10: Breakdown of EEC's proposed revenue requirement 

 



 

        | 23 

The EEC application was based on the economic and technical assumptions listed in table: 

 FY-2023/24  FY- 2024/25  

CPI – sourced from CBE  4.52% 4.21% 

Population Growth   1% 1% 

US$/E 20.06 17.46 

WACC  7.28% 7.28% 

Eskom tariff increase   15% 15% 

Number of Customers   279,505 (Y-O-Y 3.3%) 290,378 (Y-O-Y 3.9%) 

Unit Purchases   1,134 GWh (Y-O-Y 0.4%) 1,146 GWh (Y-O-Y 1%) 

Unit Sales   1,312 GWh (Y-O-Y 0.4%) 1,325 GWh (Y-O-Y 1%) 

System Losses   13.50% 13.50% 

Reserve Capacity from Eskom   175.50 MW 177.75 MW 

Table 11:EEC's economic and technical assumptions 

The WACC used by EEC to compile a return on RAB was taken from the ESERA decision of 
February 2021 and was not updated for changes in key variables. 

Capital expenditure budgeted for Generation to be completed in the 2-year period amount 
to E148.8 million during the financial year 2024/25. The projects include: 

• Ezulwini Hydro 1 Phase 2 

• Maguduza Rehabilitation 

• Lower Maguga Project 

• Ferreira Canal expansion 

Capital expenditure budgeted for Transmission and System Operations and Control (SOC) is 
E96.3million for 2023/24 and E339 million for 2024/25. The projects include: 

• Kalanga-Simunye 66Kv Line replace wood 

• Refurbishment of Telecoms Mast 

• Power Quality Monitoring 
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• Edwaleni-Stonehenge 132kV  

• Protection Scheme retrofits 

• Northeast Grid 66kV Reinforcement 

• Normandie Line Refurbishment 

The capital budget for Distribution and Customer Services is E64 million for 2023/24 and E74 
million for 2024/25. The budget covers the following projects: 

• Line upgrade-Malkerns Sub to Swazi Can 

• Underground cabling 

• New feeders 

The capital budget for Support divisions is E81.93 million for 2023/24 and E41.6 million for 
2024/25. The budget covers the following projects 

• Staff houses for Malkerns, Nhlangano and Hluthi depots 

• Implementation of EEC wiring standard 

• Depot construction and 8 unit of staff houses 

The purchase/ generation mix for the MYPD5 is budgeted as follows: 

Supplier 2021/22 
(MWh) Actuals 

2022/23 
(MWh) year-
end estimate 

2023/24 
(MWh) 

2024/25 
(MWh) 

Eskom 713,210 778,989 738,245 755,859 

EDM 130,450 124,000 130,450 130,450 

DAM 76,566 71,300 97,000 97,000 

USL 71,565 79,028 75,655 76,411 

Solar PV 
(Buckswood) 

114 123 111 109 

Local 
Generation 

282,376 232,508 250,105 244,857 

Lavumisa Solar 
PV 

20,483 20,400 20,464 20,464 

Total 1,294,765 1,306,348 1,312,029 1,325,149 

Figure 3: MYPD5 projected purchase/generation mix 
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The system’s maximum demand for MYPD5 is forecasted as follows: 

 

Figure 4: MYPD5 maximum demand forecast 
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4. Technical Analysis and Findings on past Approvals 

4.1. Minimum Filing Requirement 

EEC complied with most of the minimum filing requirements. However, it was noted that EEC 
did not provide an independent opinion or report on the efficiency of its operations as per 
the directives of the Tariff Order of February 2021. The minimum filling requirements report 
is as per below. 

Submission Date The EEC fully complied with the submission date (being before 1 November 
2022). 

Minimum Filing Requirements 

Item 
No 

Item Name Compliance  Commentary 

1 Tariff Application (with a clear 
executive summary) 

Fully None 

2 ORM (for the period applied for) and 
RCA or reconciliation for the previous 
tariff period (including a detailed 
explanation of over/ under-
recoveries) 

Fully None 

3 Fixed Assets Register/ RAB Register Fully None 

4 Man-power Register Fully None 

5 Operational/ Production Plan (Imports 
from abroad, local imports, own 
generation and/or embedded 
generation; Projected consumption 
per customer category) 

Fully None 

6 Strategic Plan and 5-year budget (both 
Opex and Capex) 

Fully None 

7 5-year Expansion Plan (with target 
number of new connections, demand 
forecasts and generation expansion 
plan) 

Fully None 

8 Past Financial Performance Reports 
(Annual Reports) 

Fully None 

9 Planned social initiatives (and 
projected costs) and evidence of past 
social initiatives (e.g., pro-poor 
initiatives) 

Fully None 

10 Evidence of compliance with 
previously set tariff approval 
conditions, KPIs and licence 
conditions/ Justifications for non-
compliance thereof  

Partly Some tariff directives 
have not been addressed 
(refer to section 4.2) 

Table 12: 2023/24 and 2024/25 Minimum Filling requirements 
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4.2. Findings on Past Tariff Directives/Approvals 

The operational efficiency study is acknowledged as a decision that was taken by the 
Authority in the Tariff application year 2020/21.  It was decided that the Eswatini Electricity 
Company (EEC) undertakes an Operational Efficiency Study and that this study should be 
completed within the financial year 2021/22.  The Authority has noted with concern that EEC 
has not complied with this decision before making the Tariff Application for 2023/24 and 
2024/25 financial years.  The Authority has considered the failure of the Utility to comply with 
this directive and is hereby directing the Utility to comply within a period of six (6) months 
from the date of Award.  

The efficiency study is important in ensuring that the utility uses proper efficiency procedures, 
processes and methods in the provisions of services in order to ensure that customers receive 
value for money. The reason for this decision is motivated by the consideration that failure to 
consider the application of the utility will result in adverse effects to customers and the 
performance of the utility. The utility will be put to terms to ensure full compliance. 

Recommendation #1: 

The Authority noted with concern that the following studies were outstanding from EEC at 
the time of the tariff application (1 November 2022). These studies were a decision that was 
taken by the Authority in the Tariff application year 2020/21 and were to be completed prior 
to the tariff filling. 

>The operational efficiency study: The Authority gives EEC a directive to comply within a 
period of six (6) months from the date of Award (September 2023). 

>Man-power study: The Authority gives EEC a directive to comply within a period of 12 
months from the date of Award (March 2024)  

>Optimum financing structure study: The Authority gives EEC a directive to comply within a 
period of 12 months from the date of Award (March 2024). 

4.3. Technical Compliance Analysis 

4.3.1. Quality of Supply 

Introduction 

This part of the report provides a detailed analysis of the EEC’s compliance level with regards 
to the Quality of Supply (QoS) standard. The compliance review covered herein is informed 
by data from the Authority’s power quality monitoring initiatives and the EEC’s Quality of 
Supply Compliance Evaluation Report for the year ended March 2022.  The QoS standard 
outlines the technical parameters and minimum requirements that guide the quality of the 
voltage supplied to consumers. These parameters include but not limited to voltage 
magnitude, voltage flickers, voltage dips and voltage harmonics at the customer supply 
points.  

This report also from time to time refers to performance data from previous years. For the 
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financial year ended March 2022, the utility had 33 power quality monitoring instruments 
installed at various locations across the network to also provide better network coverage.  
This is an increase from 11 and 13 instruments from the financial years 2018 and 2019, 
respectively. Table 13 below provides a summary of the power quality performance at the 
monitored sites on the EEC network with a focus on data availability, voltage magnitude, 
voltage unbalance, voltage dips, interruptions and harmonics for the different voltage levels.  

 

400kV 

Site 
Name  

Data 
Availability 

Voltage 
Magnitude 

Voltage 
Unbalance  

Voltage 
Dips 
(Excl. Y 
dips) 

Harmonics Interruptions 

Edwaleni 
2 – 
Camden 

99.59% C  NC 8 Pass 8 

Edwaleni 
2 – 
Maputo 

99.43% C NC 10 Pass 8 

Table 13:Summary of Power Quality Performance at 400kV on the EEC Network 

 

132kV 

Site Name  Data 
Availability 

Voltage 
Magnitude 

Voltage 
Unbalance  

Voltage 
Dips 
(Excl. Y 
dips) 

Harmonics Interruptions 

Hhelehhele 
– Manzini 
North  

98.80% C  C 18 Pass 2 

Manzini 
North – 
Mnkinkom
o 

99.38% C  C 10 Pass 8 

Nhlangano 
II – 
Normandie 

90.78% C  C 13 Fail (5th) 10 

Stoneheng
e – 
Mnkinkom
o 

94.55% C  NC 61 Fail (5th) 11 

Table 14:Summary of Power Quality Performance at 132kV on the EEC Network 
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66kV 

Site Name  Data 
Availability 

Voltage 
Magnitude 

Voltage 
Unbalance  

Voltage 
Dips 
(Excl. Y 
dips) 

Harmonics Interruptions 

Balegane – 
Mhlume 

98.13% C C 312 Fail (5th, 
7th) 

47 

Hhelehhele 99.17% C C 74 Fail (5th) 2 

Hlathikhulu 
– 
Nhlangano 
1 

98.34% C C 101 Fail (5th, 
7th) 

18 

Kalanga – 
Hhelehhele 

98.75% C C 84 Fail (5th, 
7th) 

1 

Kent Rock – 
Stoneheng
e 

98.34% C C 127 Fail (5th, 
7th) 

17 

Manzini – 
Edwaleni 

98.67% C C 109 Fail (5th) 0 

Mhlume 98.51% C NC 174 Fail (5th) 33 

Nginamadv
olo – Pigg’s 
Peak 

98.15% C C 197 Fail 
(5th,7th,) 

45 

Nkhaba – 
Pigg’s Peak 

85.20% C C 153 Fail 
(5th,7th,) 

44 

Pigg’s Peak 
– Nkhaba 

63.45% C C 146 Fail 
(5th,7th,) 

26 

Riverbank 
– St Phillips 

98.68% C C 135 Fail 
(5th,7th,) 

41 

Sikhuphe – 
Ngomane 

97.45% C C 129 Fail 
(5th,7th,) 

13 

Simunye – 
Mhlume 

47.84% C C 99 Fail 
(5th,7th,) 

2 

Sithobela – 
Nhlangano 

96.81% NC C 100 Fail 
(5th,7th,) 

39 

Table 15:Summary of Power Quality Performance at 66kV on the EEC Network 
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11kV 

Site Name  Data 
Availability 

Voltage 
Magnitude 

Voltage 
Unbalance  

Voltage 
Dips 
(Excl. Y 
dips) 

Harmonics Interruptions 

Big Bend – 
Illovo 

70.46% C C 52 Fail (5th) 6 

Lobamba 
11kV 
Metering 
Point 

86.65% C C 111 Fail (5th,7th,) 17 

Malkerns 
11kV Trfr 1 

96.91% C C 322 Pass 13 

Maloma 
11kV 
Metering 
Point 

97.92% C C 181 Fail (5th,7th,) 1 

Mnkinkom
o 

99.29% C C 45 Pass 5 

Ncandweni 
Incomer 1 

86.30% C C 88 Fail (5th,7th,) 11 

Ncandweni 
Incomer 2 

63.85% C C 71 Fail (5th) 3 

Ndzevane 
11kV 
Metering 
Point 

89.74% C C 103 Pass 11 

Ngomane 
Trfr 1 

94.99% C C 182 Fail (5th) 30 

Ngwenya II 
11kV 
Incomer 

98.09% C C 166 Pass 13 

Nhlangano 
II 11kV 
Incomer 

97.13% NC C 139 Fail (5th) 9 

Sidvokodv
o 631 

98.38% C C 232 Pass 22 

Tabankulu 
11kV 
Metering 
Point 

60.29% C C 118 Fail (5th,7th,) 53 

Table 16:Summary of Power Quality Performance at 11kV on the EEC Network 
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The data provided in the above Tables (13 – 16) was obtained from the utility’s power quality 
monitoring sites, most of which are at substations. The sites were assessed for the indicated 
voltage parameters and notable non-compliances were found on voltage unbalance (mostly 
at the 400kV level) and voltage harmonics predominantly at 66kV and 11kV. A conclusion has 
not been made on the possible causes of the voltage unbalance at HV level and this is a 
recurring issue that needs to be addressed as soon as possible. It can also be noted that the 
EEC network generally complies with the voltage magnitude requirements as 94% of the sites 
monitored were fully compliant in this regard.  

The presence of harmonics in the supply voltage is an important parameter to consider within 
the context of quality of supply as it generally describes the amount of distortion within the 
voltage waveforms. Harmonics can distort the quality of the voltage supplied and cause 
significant overheating of equipment and power cables. 

The Authority also has its own power quality monitoring instruments which have been pivotal 
in assessing the quality of supply at customer supply points which are either at sampled 
individual customer premises or bulk supply points. Unlike at substation level, monitoring at 
customer supply points provides a better view of what electricity consumers experience in 
terms of voltage magnitude, voltage unbalance, voltage dip and interruption performance, 
amongst others. During the year ending March 2022, the Regulator had power quality 
instruments installed at Ngwenya, Matsapha Industrial Site, Mankayane, Maloma Mine, 
Nhlangano.  
 
The performance of the network at these sites was generally compliant with the minimum 
quality of supply standards. A few issues were, however, identified and discussed with both 
the utility and some of the affected customers. These include poor interruption performance 
around Mankanyane and over-voltages around the vicinity of the Nhlangano substation.  
 
The over-voltage issue was recorded at Montigny Investment (Nhlangano) whereby the 
voltage level on the 11kV side frequently exceeds the upper limit stipulated in the standard. 
Both the utility and the customer were engaged on the over-voltage issue identified at this 
site, and it was established that the customer was aware of the over-voltage at their point of 
supply. This customer is located next to the Nhlangano substation. This is a general 
occurrence that customers located closer to distribution substations that supply other 
customers through long radial distribution lines would receive higher voltage levels meant to 
ensure that customers at the furthest point of supply from that particular substation still 
receive a voltage level that is within the minimum standard. However, utilities have the 
responsibility to ensure that this does not have any negative impacts on the customer. 
 
Generally, the following conclusions can be made on the voltage quality performance for the 
monitored sites:  

a. There were improved data availability levels compared to the financial year 2019/20 
as contained in the previous February 2021 Tariff Order. 

b. The network predominantly has voltage harmonics and voltage dips issues 
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particularly at distribution level where most customers are connected. There is also 
non-compliance with the voltage unbalance requirements at 400kV.  

c. There is an improvement in interruption performance compared to the results in the 
February 2021 Tariff Order. 

 
Recommended Directives 
 
The Authority notes EEC’s recommended actions to improve the quality of supply compliance 
and will further request updates on implementation of same. As such, the EEC is:  

a. directed to present a clear Action Plan to deal with the common voltage quality non-
compliances that have been consistently monitored and reported on for the past three 
years by September 2023. This is over and above the recommendations made in the 
QoS Evaluation Report submitted as part of the Tariff Review Application, which 
largely seek to strengthen the monitoring and evaluation. The common voltage issues 
that need to be addressed include voltage unbalance at 400kV, voltage harmonics 
mostly recorded at 66kV and 11kV network points and the voltage dips recorded 
across the network, particularly the Z and T dip types.  
 

b. encouraged to ensure that there is quality of supply monitoring even at downstream 
distribution level (LV) for increased visibility at customer supply points as well. It seems 
the focus over the years has been largely on the MV/HV network.  

 

c. directed to demonstrate successful implementation of the recommendations made in 
the QoS Evaluation Report submitted as part of the Tariff Review Application by end 
of March 2025 to ensure improved compliance levels to the QoS standard. 
 

The installation of PQ monitoring instruments at substations is commended and the efforts 
to improve data availability are noted. Several projects aimed at strengthening the network 
and improving the reliability and quality of supply were undertaken in the past two years, and 
the compliance to the QoS standard should reflect the efforts directed in this area. These 
include the replacement of wooden poles for steel poles and construction of transmission 
lines and substations.  
 

4.3.2. Quality of Service 
 

4.3.2.1 Background 

The Quality-of-Service standard (SZNS 026) is instrumental in the regulation of the quality of 
service in the Eswatini Electricity Supply Industry (ESI) and it allows for the measurement of a 
total of forty-eight (48) service activities and targets that were defined and agreed upon by 
licensees, various customer organizations, and the Authority. These include processing of 
requests for supply; management of customer complaints, enquiries and requests; meter 
reading and restoration of supply, among others. This national standard outlines service 
activities which demonstrate the different quality of service aspects such as the reliability and 
responsiveness of the licensee to customer requirements. In essence, the quality-of-service 
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standard states the minimum requirements and reporting guidelines on the various service 
activities. The standard was developed to assist all parties involved, which are the customer, 
service providers, and the Regulator to create an environment whereby all stakeholders 
involved are satisfied with the service delivery. In pursuit of its mandate, it is the Authority’s 
responsibility to regulate the quality of service in the country by ensuring effective and 
efficient implementation of the quality-of-service standard. Furthermore, the Authority 
monitors licencees’ compliance to ensure that non-compliances are dealt with in such a 
manner that protects the interests of consumers whilst maintaining the integrity and 
sustainability of the licensees. 

This report provides an overview analysis of the EEC’s performance and compliance with 
regards to the quality-of-service standard for the financial year 2021/22 based on related 
quarterly reports and the quality-of-service report as submitted with the tariff application. 
The utility continues to endeavour to improve the quality of service, however out of the forty-
eight service activities, twelve (12) were still found to not have been completely addressed as 
at the end of the 2021/22 financial year. During the year under review, the EEC obtained an 
overall evaluation score of 81% against 82% from 2020/21 financial year. As had been directed 
in the February 2020 Tariff Order, the utility has made significant improvement with regards 
to compliance with quality-of-service reporting guidelines (SZNS026 – 2). 

 

4.3.2.2 Review of EEC’s compliance to key service activities 

This section discusses the various key service activities that the licensee reports on but for the 
year under review. 

Processing of requests for supply 

Provision of quotations to customers 

The licensee’s success rate on the provision of quotations where an existing infrastructure 
can be used was 48% and where a network extension is required 79% was achieved. This is 
still below the recommended 95% target success rate as can be seen in Figure 1 below. 
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Figure 5: Performance on provision of quotations to customers 

Measurement of this service activity was compromised due to insufficient data for analysis 
because the EEC was in the process of implementing a new connection process during the 
reporting period. Some of the reasons for the low performance where existing infrastructure 
can be used include challenges faced by the utility in connecting group schemes. It was for 
this reason that the licensee was directed to measure and report on her performance on 
providing supply to group schemes based on their agreed timelines as opposed to using the 
standard defined timeframes for domestic connections. The standard requires that 
quotations should be provided within 10 working days where existing infrastructure can be 
used and within 1 month where network extensions are required. 

Providing supply 

The licensee’s performance with regards to this service activity is shown in Table 17 below. 
Sufficient data for Q1, Q2 and Q3 was not available because the licensee’s connection 
optimization process was yet to be finalized as at the end of the third quarter. 

 

Status of network Standard 
requirement 

#. of 
applications 
received 

#. of applications 
within standard 
requirement 

Percentage 
success 

Existing infrastructure 
can be used 

30 working 
days  

678 478 70.5% 

LV network extensions 
required 

2 months 347 300 86.5% 

MV network extension 
required 

3 months 4 4 100% 

Table 17: Provision of supply to customers for Q4 of 2021/22 

 

0.00% 30.00% 60.00% 90.00%

Existing infrastructure can be
used

Network extensions required

Existing infrastructure can be
used

Network extensions required

Q4 of 2021/22 47.60% 79.20%

Q3 of 2021/22 33.20% 87.40%

Provision of Quotations

Q4 of 2021/22 Q3 of 2021/22
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It can be observed from Table 17 above that the licensee performance on providing supply 
was below the 95% target success rate. This is an improvement from the previous financial 
year as the highest performance rate attained was 82.9%. 

Credit metering 

The service activities for measuring of and reporting on credit meter services are as follows: 

• Meter reading 

• Penalties for non-payment 

• Account queries 

• Credit meter accuracy queries 

In its dealing with credit meter customers, the licensee was still not adequately providing its 
customers with information on the method used to estimate consumption; VT/CT factors, 
recovering energy account arrears; and processes to be followed when it is impossible to gain 
access to customers, among others, as required by the national standard. Quarterly reports 
submitted for the year 2021/22 indicate that the overall percentage success rate for credit 
meter reading stood at an average of 99,2% thus exceeding the target rate of 95%. 

Reconnection of credit meter customers 

On reconnection of credit meter customers, it is expected that customer reconnections are 
effected as promptly as possible and not later than the first working day after the 
disconnected account has been settled satisfactorily and the reconnection fee paid. During 
the period under review, the utility reported a total of 1,152 credit meter customers which 
had to be reconnected between Q1 and Q2 of 2021/22, and a total of 302 between Q3 and 
Q4 of 2021/22. It was noted that all of them were reconnected within the minimum standard 
requirements.  

Restoration of supply after an unplanned interruption 

Security and reliability of electricity supply is a key ingredient in stimulating a nation’s 
economic growth. The monitoring of the reliability of supply is a priority in the Authority’s 
compliance monitoring function and as guided by the relevant national standard, this is 
achieved by considering the time it takes for the licensee to restore electricity supply 
following an unplanned outage. Figure 6 below provides a clear picture on the average time 
it took the utility to restore supply after forced interruptions in the year 2021/22 based on 
the standard timeframes. 
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Figure 6: Annual average time for the restoration of unplanned interruption 

The figure illustrates that the performance of the utility from (Oct- Mar) deteriorated 
compared with the performance from the preceding two quarters (Apr-Sept).  This was mainly 
because the Oct- Mar period was hard hit by heavy storms which made it difficult for the 
licensee to meet the required timelines. The figure shows that on average, 82.6% of 
unplanned interruptions were restored within a single day (24 h). It is also noted that the 
licensee’s performance in this regard is below standard expectations as the “Quality of 
Service” standard provides that after unplanned interruptions, the supply should be restored 
as follows: 

a) 30% within 1,5 h; 
b) 60% within 4,5 h; 
c) 90% within 7,5 h; 
d)  98% within 24 h; and 
e) 100% within 96 h 

As the standard provides, the utility is required to ensure supply is restored for unplanned 
interruptions according to the stipulated targets (or better). The licensee acknowledges that 
“Restoration after an unplanned interruption was not being done timely as required in the 
standard”. Furthermore, it is noted that the reporting of this service activity was not following 
the standard reporting guidelines especially during the first half of the year. 

 

Number & Duration of Planned Interruptions 

On planned interruptions, the standard provides that where a customer or a group of 
customers have suffered a series of interruptions within a short period of time, the utility shall 
endeavour to prevent coincident planned interruptions from affecting the same customer(s) 
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for at least two months. However, this is not being monitored and the requirement is not 
being met much against the directive contained in the February 2021 Tariff Order as indicated 
below:  

“Provide evidence of monitoring of the occurrence of planned interruptions on a customer or 
a group of customers that have suffered a series of interruptions within a short period of time, 
in an effort to ensure that the utility endeavours to prevent coincident planned interruptions 
from affecting the same customer(s) for at least two months as stipulated in the standard.” 

Management of customer complaints, enquiries and requests 

The standard stipulates the minimum expectations from the licensee with regards to handling 
of customer complaints, enquiries and requests. This looks at, among other things, the 
response time and the ability to provide resolutions within the minimum standard. Customer 
complaints may be received through in person interactions, written to the licensee or logged 
through telephonic services.  

The performance of this licensee in responding to and resolving customer complaints during 
the period under review is provided in Table 18 below.   

 

Service Activity Average Q1-Q2 of 
2021/22 

Average Q3-Q4 
of 2021/22 

Average performance 
(resolving) 

% In Person Complaints 
Resolved Immediately 

14.3% 40.5% 27.4% 

% Written Complaints 
Resolved Within 2 
Weeks 

98% 77.9% 88% 

% Telephonic 
Complaints Resolved 
Immediately 

77% 86.9% 82% 

Table 18: Responding and resolving customer complaints for the period under review 

Table 18 above shows the total number of complaints received per category and the average 
performance of the licensee in resolving these within the minimum standard. According to 
the standard, customer complaints received in person and through telephonic means should 
be handled immediately without any referral. Written complaints should be responded to 
within 2 working days and resolved within 2 weeks. For the reporting period, the licensee had 
better performance during Q3 and Q4 of 2021/22, however, it still did not manage to meet 
the target average of 95% provided in the applicable Quality of Service standard. 
Furthermore, the average performance on dealing with in person complaints remained very 
low, below 50%. 

The licensee acknowledges that “relatively a few Customer complaints, requests etc. were 
captured into CRM, mostly by the Contact Centre. Complaints received from the different 
areas of business of the utility could not be verified from CRM. Improvement in capturing, 
closing recorded requests, enquiries and complaints across the company was needed. 
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Additionally, a process to action cases assigned to a user no longer incumbent on the position 
was needed.” 

Questionnaire to be completed by a sample of key customers and included in the reporting 
to ESERA 

The licensee lacks consistency in submitting the questionnaire on key customers as provided 
in the standard. 

Recommended Directives 

Based on the compliance review, the licensee is directed to perform the following: 

i. Demonstrate full compliance with SZNS026-2 Reporting Guidelines on all service 
activities by the end of the 2022/23 financial year. Where there are challenges meeting 
the minimum requirements, the licensee should ensure that such are communicated 
with the Regulator before 1 April 2023 so that a way to address them can be 
determined by both parties. 
 

ii. Provide evidence of improving on service delivery to customers, ensuring resolution of 
customer complaints and a clear strategy of closing them within the standard 
timelines. Provide evidence of system-based approach for planning and requesting 
planned interruptions to prevent coincident planned interruptions from affecting the 
same customers for at least two months as stipulated in the standard. 
 

iii. Provide clear timelines for implementation of the approved Connection Processes 
including the Connection Charge Guidelines. The utility is further directed to provide 
Connection Charge Operating Guidelines by May 2023 for the Regulator’s approval. 
 

iv. Directed to furnish the Regulator with a clear and implementable Action Plan to ensure 
consistent and satisfactory customer service for all services provided. This should 
include conducting periodic customer satisfaction surveys. This follows several 
customers raising concerns about poor customer service experienced from the EEC. 
 

4.4. Economic Analysis 

Regulatory Clearing Account 

Tariff applications are based on projected future events.  Actual results may differ significantly 
from what was initially envisaged due to changes in the economic environment. The purpose 
of the RCA is to record all the changes in actual results which are a result of variables outside 
the control of the service provider. In the reconciliation process, three adjustments are made 
to the actual results: 

• Automatic Cost Variance Pass Through: The Operating Reporting Manual 
(ORM), through built-in mechanism allows variances which are a result of 
movements in cost-drivers to be automatically passed through for example 
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purchases since they are based on the quantity to be purchased so changes in 
the quantity will result to an automatic pass through of the variance. 

• Automatic Tolerance Band Pass Through: The ORM further recognises the fact 
that budgeted costs cannot be entirely correct and hence allows for a variation 
to a certain extent to be passed through for example in operating and 
expenditure costs, some of the variation in the variance will be allowed. 

• Discretionary Pass Through: The variance which is left after the first two 
adjustments is left upon the discretion of the Regulator to decide if she allows 
them. The utility has a duty to provide explanations of these costs to enable 
the Regulator to decide on them. 

Part of the application by EEC relates to liquidation of some past RCA balances and the 
following sub-sections discuss the analysis and decisions taken by the Authority in regard of 
EEC’s RCAs. 

4.4.1. RCA Determination February 2021 Tariff Order 

In the February 2020 Tariff Order, a decision was made and communicated that the E277.4 
million net over recovery relating to the years 2016/17, 2017/18 and 2018/19 will be 
liquidated in two instalments of E138.7 million in the financial years 2020/21 and 2021/22 
and this decision was upheld in the February 2021 Tariff Order.  

4.4.2. 2020/21 and 2021/22 Regulatory Clearing Account 

EEC submitted an RCA balance of E168,950,192 over-recovery for the regulatory period 
2020/21 and E12,053,238 under recovery for the period 2021/22. After a thorough analysis 
of costs and based on the information available, the Authority approved an RCA over recovery 
balance of E358,374,362 and E196,693,936 for the financial years 2020/21 and 2021/22 resulting to 

a net over recovery of E555,068,298. The Authority conducted its analysis and decided as 
follows: 
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 Revenue Requirement 
(Adjusted)  

Item 2020/21  2021/22  

 
EEC Request 2,139,961,269 2,354,446,419  
Adjustment (189,424,170)  (208,747,174)   
Approval 1,950,537,099 2,145,699,245    

 
 

 Revenues Recovered  
 

2020/21 2021/22  
Facility Charge Revenues 70,480,918  72,214,965  
Energy Sales Revenues 1,790,065,681 1,792,614,119   
Demand Sales (kW or kVA) 
Revenues 

304,061,496  328,668,438  

 
Access Revenues 144,303,366  148,895,659   
Year-end adjustments 
made  

- -    

 
Total 2,308,911,461 2,342,393,181    

 
 

 Allowed RCA Balances  
 

2020/21 2021/22 

 RCA Balance Allowed   Over-recovery (358,374,362)  (196,693,936)  

Table 19:  RCA 2020/21 and 2021/22 Summary 

The adjustments made to arrive in the RCA balance are explained in the next sub-sections. 

4.4.2.1. Cost of Sales 

Cost of Sales  2020/21 2021/22 

EEC 1,547,338,399 1,816,757,223 

Adjustment (30,472,837) (67,209,683) 

Approval 1,516,865,562 1,749,547,540 

Table 20: 2020/21 and 2021/22 RCA cost of sales adjustment and approval 

The figure for cost of sales is basically made up of bulk purchases, imported local and abroad, 
plus the revenue requirement for generation and transmission as per the breakdown below. 
Generation and transmission costs also include a return on assets. EEC had requested a sum 
of E1.547 billion in 2020/21 and E1.817 billion in 2021/22 for cost of sales. However, after an 
adjustment of the return from 10.23% to 6.54% in 2020/21 and an adjustment of the return 
from 11.12% to 7.18% in 2021/22, adjustment in system losses from 12.88% to 12.68% in 
2020/21 and from 13.22% to 12.68% in 2021/22, and further discretionary adjustments in the 
generation and transmission operation and maintenance costs, the resulting figure fell by 
E30.47 million for 2020/21 and E67.21 million for 2021/22 as per the adjustment shown. 

The discretionary pass throughs were influenced by the following; 

>The Regulator noted that EEC justifies the costs in aggregate. This may conceal controllable 
variances in other line items however it does not enhance decision-making; 

>lack of demonstration by EEC on what caused the variances and further lack of 
demonstration on how much the root causes resulted to the variance; 



 

        | 42 

>Moreover, contradicting information shared by EEC e.g., increase in overtime being caused 
by severe storms but then a reduction in planned maintenance or reactive maintenance 
because of less storms. 

    EEC Request 
ESERA 
Approval 

Cost of Sales (Electricity Purchases)   E   
           

1,547,338,399  
           

1,516,865,562  

Generation   E   
               

81,198,350  
               

76,512,752  

Operating and Maintenance   E   
                

43,336,404 
                

42,398,234 

Share of General Overheads   E   
                

22,550,572  
                

22,529,740  

Depreciation    E   
                

6,553,245  
                

5,987,610  

Asset returns   E   
                  

8,758,129  
                  

5,597,168  

Transmission   E   
             

253,867,366  
             

231,111,714  

Operating and Maintenance   E   
              

107,176,632  
              

102,158,004  

Share of General Overheads   E   
               

60,254,546  
               

60,103,467  

Depreciation    E   
                

41,898,061  
                

40,386,701  

Asset returns   E   
                

44,538,127  
                

28,463,542  

Bulk Supply Purchases   E    1,212,272,683  
       

1,209,241,096  
Purchases at Budget & Actual 

Exchange Rate net of system losses   E   
          

1,212,272,683  
          

1,209,241,096 
      

Table 21: 2020/21 Cost of Sales Breakdown- EEC Request and ESERA Approval 
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    EEC Request ESERA Approval 

Cost of Sales (Electricity Purchases)   E   
           

1,816,757,223  
           

1,749,547,540  

Generation   E   
               

109,805,470  
               

98,005,235 

Operating and Maintenance   E   
                

40,901,737  
                

40,717,647  

Share of General Overheads   E   
                

27,181,910  
                

26,993,584  

Depreciation    E   
                

12,086,150  
                

11,157,091  

Asset returns   E   
                  

29,635,673  
                  

19,136,913  

Transmission   E   
             

335,530,842  
             

289,558,875  

Operating and Maintenance   E   
              

130,955,516  
              

116,729,589  

Share of General Overheads   E   
                

72,435,563  
                

71,073,374 

Depreciation    E   
                

53,361,507  
                

50,885,711  

Asset returns   E   
                

78,778,256  
                

50,870,201  

Bulk Supply Purchases   E   
          

1,371,420,911  
          

1,361,983,430  
 Purchases at Budget & Actual Exchange 
Rate net of system losses   E   

          
1,371,420,911  

          
1,361,983,430  

      
Table 22: 2021/22 Cost of Sales Breakdown- EEC Request and ESERA Approval 

 

4.4.2.2. Operating Expenditure 

Operating Expenditure  2020/21 2021/22 

EEC 524,473,893 583,569,298 

Adjustment (3,872,187) (10,047,375) 

Approval 520,601,706 573,521,923 

Table 23: 2020/21 and 2021/22 RCA operating expenditure adjustment 

The nature of these adjustments has been discussed in detail at the beginning of this section. 
These are automatic pass-throughs, tolerance band pass-throughs and discretionary pass-
throughs. Whereas the other costs are based on adjusting for variances in cost-drivers and 
other business variables, discretionary pass-throughs are at the discretion of the Regulator 
and take into account that some costs may be exceptional and result from other factors, other 
than the normal cost drivers. Below is a breakdown of how these costs were factored in: 
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Pass-throughs (Opex)   

 EEC Request                                                     524,473,893  
                                                   

583,569,298  

 Automatic Pass-throughs                                                      (6,466,210)  
                                                    

(31,341,265)  

 Tolerance Band Pass-throughs                                                      (25,714,732)  
                                                    

(43,652,261)  

 Discretionary Pass-throughs                                                        28,308,755  
                                                      

64,946,151  

 Approved Opex                                                     520,601,706  
                                                   

573,521,923 

Table 24: Breakdown of 2020/21 and 2021/22 RCA Pass-through Costs 

In exercising its discretion and allowing a recovery of E28.31 million in 2020/21 and a recovery 
of E64.95 million in 2021/22, the Authority considered explanations given by the utility and 
its knowledge of the environment in which EEC operates. 

In its submission, EEC alleged that the variances in the 2020/21 RCA were caused by the 
below;  

>EEC stated that the significant increase in overtime resulted from reactive maintenance work 
which cannot be budgeted for based on its nature. Moreover, the team attending to reactive 
maintenance is located at the Central Stores Office in Matsapha whilst transmission lines and 
substations are scattered all over the country, therefore the long-distance travels also 
increase overtime hours. The Regulator considered that adverse events cannot be budgeted 
for accurately, however with the amount of historic data that EEC has, reasonable forecasts 
can be made when budgeting. Moreover, the distance travelled from the central stores in 
Matsapha is known and should have been part of the initial budget.  

>Further, the EEC stated that the increase in maintenance costs of electrical equipment was 
due to unplanned reactive maintenance as there is equipment to be bought in response to 
this. Other significant costs increase related to planned maintenance which was said to be 
caused by more work done to strengthen the network. The Regulator adjusted in accordance 
with the approved planned maintenance schedule and further adjusted for reactive 
maintenance as the budget forecast should be based on historic data. 

>EEC stated that the transport costs increases were attributed to old fleet. The Regulator 
requested for a fleet schedule and further requested the EEC to share a business case which 
shows the stage at which the fleet becomes more expensive to maintain. The Regulator upon 
receiving the requested information, considered the fact that the old fleet was known during 
budget stage and there is no unforeseen event that may have contributed to the aging fleet.  

>Increase in social corporate investment was caused by overspending on various donations 
of which the Regulator capped the spending to the awarded costs. 

In its submission, EEC alleged that the variances in the 2021/22 RCA were caused by the 
below;  
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>EEC stated that the significant increase in overtime was a result of teams working around 
the clock to resolve the Reactive maintenance faults, working both on weekends & after hours 
which as a result increased the overtime costs.  Moreover, during the year there were 
numerous projects which were implemented that had been deferred due to the previous 
year’s restrictions of Covid-19 Pandemic which saw some employees being on isolation and 
travelling being restricted. The Regulator noted conflicting information as less projects were 
completed and capitalised in the RAB and the overtime over expenditure said to have related 
to projects was rejected as these have to form part of the project costs and not part of O&M 
costs. Overtime relating to reactive maintenance was partly accepted on the basis that 
adverse events are not easy to budget for, however with the historical data that EEC has, the 
costs can be managed and be properly budgeted for.  

>Maintenance costs of electrical equipment increased due to storms. The Regulator noted 
that however given the historical data that EEC has, reasonable forecasts could have been 
made when budgeting.  

>EEC stated that the transport costs increases were attributed to old fleet. The Regulator 
requested for a fleet schedule and further requested the EEC to share a business case which 
shows the stage at which the fleet becomes more expensive to maintain. The Regulator upon 
receiving the requested information, considered the fact that the old fleet was known during 
budget stage and there is no unforeseen event that may have contributed to the aging fleet.  

>Maintenance costs of operational offices increased due to some depots being very old and 
deteriorating. The Regulator noted the above however the state of the depots was not 
considered an unforeseen event and the variance was not allowed wholly. 

>Significant increase in deferred tax is a result of tax relating to excess payments for stock 
and equipment brought into the country. The Regulator noted that EEC as an exempt business 
till 1 September 2022, should have budgeted for its costs inclusive of VAT and project related 
costs had to be capitalised at project completion stage. Therefore, the said increase in tax was 
rejected as there is a likelihood of duplication of VAT and double accounting. 

4.4.2.3.  Depreciation 

Depreciation  2020/21 2021/22 

EEC 46,123,837 59,195,129 

Adjustment (3,658,711) (5,932,827) 

Approval 42,465,126 53,262,302 

Table 25: 2020/21 and 2021/22 RCA depreciation adjustment and approval 

The adjustment is a result of a change in WACC affecting the return in assets in the all-support 
services division which then gets to be allocated to distribution and customer services in the 
depreciation line. 
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4.4.2.4. Return on Regulated Asset Base and Working Capital 

Allowed Return on RAB  2020/21 2021/22 

EEC 35,047,055 54,058,922 

Adjustment (12,649,092) (19,150,962) 

Approval 22,397,963 34,907,960 

Table 26: 2020/21 and 2021/22 RCA return on RAB adjustment and approval 

The Regulated Asset Base constitutes both fixed assets and working capital. These are the 
assets financed by the Licensee. A detailed criterion of assets qualifying for RAB is given in 
section 5.2 of the Tariff Methodology (2011). They all earn a return equal to the Weighted 
Average Cost of Capital (WACC). The adjustment is a result of a change in WACC from 10.23% 
to 6.54% in 2020/21 and a WACC change from 11.12% to 7.18%. 

4.4.2.5. Other Revenue 

Other Revenue 2020/21 2021/22 

EEC (13,021,915) (20,362,810) 

Adjustment - - 

Approval (13,021,915) (20,362,810) 

Table 27: 2020/21 and 2021/22 RCA Other Revenue adjustment and approval 

Other non-electricity revenues include rental income, profit on disposal of property, plant and 

equipment and sale of scrap. Based on the available information and past trends, the 

Authority held that the figures are allowed and no adjustments will be made.  

4.4.2.6. Other Adjustments 

Other Adjustments/ Reconciliations 2020/21 2021/22 

EEC           -  (138,771,343) 

Adjustment (138,771,343)            (106,406,327) 

Approval            (138,771,343)  (245,177,670) 

Table 28: 2020/21 and 2021/22 RCA other adjustments approval 

In computing its revised revenue requirement for the 2020/21 financial year, the over-
recovery of E138,77 million which related to the liquidation of the RCA from 2016/17, 2017,18 
and 2018/19 did not reflect in the reconciliation. In the February 2021 Tariff order, it was 
stated that the February 2020 Tariff Order is upheld in as far as liquidating the RCA relating 
to the previous years. In the 2021/22 financial year, the adjustment relates to the 2019/20 
RCA liquidation portion of E106,40 million which had to be liquidated in the 2021/22 financial 
period which also did not reflect in the reconciliation. Details of the RCA liquidation can be 
found in section 5.2.7 of this report. 
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5. The Fifth Multi-Year Price Determination Period (MYPD5)- ESERA Analysis and 
Recommendations 

5.1. Technical and Economic Assumptions 

5.1.1. Demand, Usage and Customer Numbers 

The maximum system demand is projected to increase from 234MW from 2022 to 271MW in 
2025 as indicated in the Table 29below. This is an average growth of 3% and is based on 
historical data and assumes that there will be no large power users to setup shop in the 
country during this period. 

Financial Year  
2021/22 
(Actual) 

2022/23 2023/24 2025/26 

Max. System 
Demand (MW) 

234 243 258 271 

Table 29: Maximum system demand 

The projected increase is mainly informed by the load growth projections as indicated in the 
EEC network development plan. It is also assumed that the customer base will increase by 
3.3% from 270,565 to 279,505 in 2023/24 and by a further 3.9% increase to 290,378 in 
2024/25. The growth is expected to be a result of the implementation of the rural 
electrification programme and full operation of some of the businesses that were heavily 
impacted by COVID-19.  

The EEC has further indicated that consumption from small commercial businesses is 
expected to decrease largely because of the effects of COVID-19 (some have since closed 
down) and the negative impact of the introduction of VAT to this category as a number of 
them are not VAT registered. 

5.1.2. Generation/ Purchase Mix 

One of the biggest challenges that the country is facing is insufficient local generation and 
only a maximum of 70MW in installed capacity is owned by the EEC. Local electricity 
production is projected to increase to 270GWh in 2023/24 and to 265GWh in 2024/25.  

In terms of the purchasing mix, local hydro generation is mainly used during peak for the High 
Demand Season and depending on the dam levels, for Low Demand Season as well. The EEC 
also commissioned the Lavumisa 10MW solar PV, which due to its nature only contributes 
during the standard and off-peak hours. EDM energy volumes have been projected to be 
128GWh and 130GWh for 2023/24 and 2024/25, respectively. It is anticipated that the tariff 
escalations should be quite comparable to the Eskom increases going forward. There is also 
hope that EEC will succeed in negotiating for increased energy volumes with EDM at the next 
contract reviews to reduce the over reliance on Eskom. The EEC intends to purchase 75GWh 
and 76GWh from USL for 2023/24 and 2024/25, respectively. 

The total energy purchases from the USL, ESKOM, EDM and the SAPP is expected to increase 
from 1,041 GWh in 2023/24 to 1,060 GWh in 2024/25.  
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5.1.2. Inflation, Exchange Rate, ESKOM Assumption and VAT on Imports 

5.1.2.1. Inflation  

EEC proposed CPIs of 4.52% and 4.21% for the regulatory periods 2023/24 and 2024/25 
respectively. The CPIs were sourced from the Central Bank of Eswatini. 

The Authority confirmed the CPIs from the Central Bank of Eswatini (CBE) and noted that 
beginning of the 2022 financial year, the inflation rates relating to the 2023/24 and 2024/25 
have not been stable. To obtain a more stable rate, the Authority averaged the 2023/24 and 
2024/25 inflation rate forecasts issued by the CBE from January 2022 to November 2022. The 
Authority approved CPIs of 4.65% and 4.47% for the regulatory periods 2023/24 and 2024/25 
respectively. Refer below. 

CPI Forecast-Sourced from CBE 2023/24 2024/25 

January 2022-Inflation Forecast 3.88% 4.20% 

May 2022-Inflation Forecast 4.02% 4.17% 

July 2022-Inflation Forecast 4.52% 4.21% 

September 2022-Inflation Forecast 5.29% 4.76% 

November 2022-Inflation Forecast 5.52% 5.02% 

Average Inflation Forecast 4.65% 4.47% 

 

5.1.2.2. Exchange Rate 

EEC in its application assumed an exchange rate of US$/E 20.06 in the 2023/24 financial year 
and US$/E 17.46 in the 2024/25 financial year. The Utility obtained the exchange rates from 
the Rand Forecast, the economy forecast agency (Dollar To Rand Prediction For Tomorrow, 
Weeks, 2022, 2023-2026 (randforecast.com). Over the years, both the utility and the 
Authority have been relying on external websites for projections of exchange rates. State 
statutory bodies tend not to forecast exchange rates for longer-term. It has transpired that 
the information obtained from these sources is less reliable, differs across different sites and 
changes on daily basis, without providing a permanent record of previous projections, hence 
undermining their credibility.  

The Authority decided to forecast the rates using theoretically supported approaches. The 
approach adopted in this review is the purchasing power parity. It has been considered the 
most appropriate approach because it uses CPI which is provided by governmental bodies like 
the central banks and projections are provided for a number of years to come. The spot rate 
was taken from Exchangerates.org.uk as at 31 March 2022. Taking the spot rate as at 31 
March 2022, allows for the purchasing power parity formula to be built from an actual or 
confirmed exchange rate and then use the CPI‘s from the governmental bodies for the tariff 

https://www.centralbank.org.sz/inflation-forecasts-and-assumptions/
https://randforecast.com/dollar-to-rand-prediction
https://randforecast.com/dollar-to-rand-prediction
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years applied for (Link to the spot rate :https://www.exchangerates.org.uk/USD-ZAR-
31_03_2022-exchange-rate-history.html%20) Inflation rates were sourced from the South 
African Reserve Bank (SARB) and the Federal Reserve. The South African inflation was used 
because Lilangeni is pegged to the Rand and the determining inflation for exchange rate is 
the South African inflation rate. Based on the calculations, the Authority ruled that the rates 
to be applied for MYPD5 would be 15.10 and 15.40 for 2023/24 and 2024/25 respectively. 

 

Equation 1: Estimating Exchange Rate Using PPP 

Economic Variable 2021/22 2022/23 2023/24 2024/25 

RSA Inflation Rate (Inflation A) 
 

6,70% 5,40% 4,50% 

USA Inflation Rate (Inflation B) 
 

5,60% 3,10% 2,50% 

 
    

Rand/ Dollar X-rate 14,62  14,78   15,10   15,40  

Table 30: Exchange rate forecast for 2021/22- 2024/25 Based on Purchasing Power Parity 

5.1.2.3. ESKOM Assumption 

In its filling, the EEC projected ESKOM’s electricity tariff to increase by 15% for the years 
2023/24 and 2024/25. NERSA’s decision on ESKOM's Multi Year Price Determination (MYPD5) 
for the financial years 2023/24 and 2024/25 resulted to an average increase of 18.65% and 
12.74% respectfully. The Authority adjusted the ESKOM price increase in the tariff review in 
line with the NERSA’s decision as announced on 12 January 2023. 

5.1.2.4. VAT on Imports 

In the Tariff application submitted by EEC, it was noted that the utility was not able to fully 
claim the VAT on imported electricity because the portion of sales attributed to the domestic 
customer category is currently classified as exempt supplies. This translated to a new cost of 
approximately E97.88 million in 2023/24 and E117.16 million in 2024/25. The cost of the VAT 
on imports was classified within cost of sales. 

During public consultations, customers raised concerns around the negative impact of the 
introduction of VAT. The concerns raised were; 

➢ Large, Industrial and small irrigation businesses' operational costs have since 
increased due to the introduction of the standard VAT charge of 15%. 

➢ Introduction of VAT came at a time (1 September 2022) where budgets for businesses 
were already in place and no consultations were made with businesses in that regard.  

➢ Small businesses cannot claim the VAT as they are not VAT registered hence creating 
a new cost for the small businesses which will in turn fall on the end consumer.  

https://www.exchangerates.org.uk/USD-ZAR-31_03_2022-exchange-rate-history.html
https://www.exchangerates.org.uk/USD-ZAR-31_03_2022-exchange-rate-history.html
https://www.resbank.co.za/content/dam/sarb/publications/statements/monetary-policy-statements/2022/statement-of-the-monetary-policy-november/Forecast%20November%202022.pdf
https://www.resbank.co.za/content/dam/sarb/publications/statements/monetary-policy-statements/2022/statement-of-the-monetary-policy-november/Forecast%20November%202022.pdf
https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20200916.htm
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➢ Moreover, in the Tariff application, the costs had increased due to the VAT on Import 
that the utility cannot claim relating to domestic customers because they are exempt. 

The Authority engaged the Ministry of Finance and the Eswatini Revenue Authority (ERS) in 
an attempt to make amendments on the VAT act as it has negative consequences on the end 
consumer and based on discussions, the ERS allowed the EEC to claim an input tax credit on 
all imports after payment of tax at importation.  This resulted to a reduction in cost of sales 
by E97.88 million in 2023/24 and E117.16 million in 2024/25 as the EEC will be in a position 
to claim the VAT on imports 100%. 

5.1.3. Man-power Costs 

In its filing, the EEC proposed budgets of E 323.52 million and E 338.41 million on 
remuneration costs (salaries and allowances) for the regulatory periods 2023/24 and 2024/25 
and overtime costs of E57.37 million and E59.50 million in 2023/2024 and 2024/2025, 
respectively. The increment in remuneration cost estimates by EEC reflects a 19.38% 
increment from the 2021/22 financial year actual results whereas overall overtime costs are 
at 18% of remuneration costs. EEC stated that overtime costs are high because of network 
maintenance happening on the weekends. The network maintenance takes place during the 
weekend due to load increase during business operating hours, this then calls for 
maintenance to be conducted during the weekends when network is lightly loaded. 

In determining appropriate remuneration and overtime costs that will encourage economic 
efficiency, the Authority used a manpower register provided by EEC which included projected 
staff increment, took into consideration the trend of previous approvals of CoLA (3%), as well 
as the actual costs for the regulatory period 2021/22. The costs were further adjusted for a 
productivity factor of 2% as capital deployment, use of technology, and the experience level 
of the workforce are all increasing, which should result in improved productivity. The 
minimum of the costs computed by the Authority and the EEC forecasted costs was 
considered an appropriate level of remuneration and overtime costs. In determining overtime 
costs, the Authority considered the level of overtime costs over the past years in comparison 
with remuneration costs and used that to put a cap on overtime costs for 2023/24 and 
2024/25. 

The average overtime level as a percentage of remuneration costs from 2016/17 to 2021/22 
is 22% at generation, 26% at transmission, 32% at distribution and 2.06% at support level. The 
Authority noted abnormal levels of overtime in the financial year 2019/20, with generation 
standing at 30%, transmission at 37%, distribution at 51%, and customer service at 11% of 
their respective remuneration costs. EEC has cited vacant posts as one of the cost-drivers for 
overtime. The Authority decided to cap overtime costs in order to incentivize the utility 
company to effectively manage staff recruitment and deployments and work towards 
reducing the overall overtime costs. The caps imposed are 15% at generation, 20% at 
transmission, 25% at distribution and 2% at support divisions.  

Based on the available information and the assumptions highlighted above, the Authority 
decided that adequate remuneration costs for EEC should be E294.39 million for 2023/24 and 
E303.22 million for 2024/25. An adequate level of overtime costs should be E49.95 million for 
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2023/24 and E52.22 million for 2024/25. A breakdown of the cost estimates is illustrated per 
business unit in the following sub-sections. 

Assumptions Used 

Business Variables    

 2023/24 2024/25 

Cost of Living Adjustment (CoLA) 3.00% 3.00% 

Productivity Factor 2.00% 2.00% 

Table 31:Budget Assumption for Manpower Costs 

• The CoLA is based on the government most recent approval of between 0 to 3%., 

• The productivity factor is based on the Authority’s expectation that there is capital 
deployment, use of technology and the experience level of the workforce is increasing, 
which should result in improved productivity. 

Generation 

Manpower 

EEC’s generation staff numbers have increased from 62 employees in FY2020/21 to 63 
employees in FY2021/22. The employees are expected to remain at 63 for the financial year 
2022/23 and increase to 64 in 2023/24 and remain at that level in 2024/25. 

Table 32: Generation Manpower Projections 

Remuneration Costs (Salaries and Allowances) 

Remuneration costs were calculated by adjusting the average employee cost for 2022/23 by 
the approved CoLA less the productivity factor.  The minimum of the computed costs and the 
EEC budget was taken as the appropriate manpower costs for each of the year 2023/24 and 
2024/25. The difference between EEC budget and ESERA approval was adjusted in the 
revenue requirement. 
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Approved Remuneration Costs    

 2020/21 2021/22 2022/23 2023/24 2024/25 

Budget   21 509 862    22 016 509    23 344 816      23 961 254      25 159 317  

Approval   21 509 862    22 016 509    22 450 234      23 253 504      23 951 109  

Adjustment                   -                      -    -      894 582  -        707 750  -     1 208 208  

Table 33: Generation- Adjustments to Remuneration Costs 

Approved Overtime Costs   

  2020/21 2021/22 2022/23 2023/24 2024/25 

Budget     3 572 194      5 057 082      4 674 062      4 865 365  5 108 633  

Approval     3 572 194      5 057 082      3 501 722     3 594 188    3 773 897  

Adjustment                   -                      -    -   1 172 340  -   1 271 177  -  1 334 735  

Table 34: Generation- Adjustment to Overtime Costs 

Transmission 

Manpower 

The staff level for transmission has decreased from 158 employees (2020/21) to 148 
employees (2021/22). The numbers are projected to further increase to 153 in 2022/23, then 
154 in 2023/24 and remain the same on 2024/25. 

Table 35: Transmission- Manpower Projections 

Remuneration Costs (Salaries and Allowances) 

Remuneration costs were calculated by adjusting the average employee cost for 2022/23 by 
the approved CoLA less the productivity factor.  The minimum of the computed costs and the 
EEC budget was taken as the appropriate manpower costs for each of the year 2023/24 and 
2024/25. The difference between EEC budget and ESERA approval was adjusted in the 
revenue requirement. 

Approved Remuneration Costs    

 2020/21 2021/22 2022/23 2023/24 2024/25 

Budget   49 663 830    53 836 292    56 747 996  62 271 885    64 589 568  

Approval   49 663 830    53 836 292    56 747 996  58 241 784    59 989 038  

Adjustment                   -                      -                      -    -  4 030 100  -   4 600 531  

Table 36: Transmission- Remuneration Costs Adjustments 
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Approved Overtime Costs   

  2020/21 2021/22 2022/23 2023/24 2024/25 

Budget   14 935 641    17 014 319    17 145 174  17 841 269  17 970 409  

Approval   14 935 641    17 014 319      8 512 199  12 454 377   12 917 914  

Adjustment                   -                      -    -   8 632 975  - 5 386 892  - 5 052 495  

Table 37: Transmission- Overtime Costs Adjustments 

Distribution 

Manpower 

Staff numbers for distribution increased from 463 in 2020/21 to 459 in 2021/22. Twenty-
seven employees are expected to be recruited in 2022/23, taking the numbers of employees 
to 486 for 2022/23 and remain in that level till 2024/25.   

Table 38: Distribution Manpower Projections 

Remuneration Costs (Salaries and Allowances) 

Remuneration costs were calculated by adjusting the average employee cost for 2022/23 by 
the approved CoLA less the productivity factor.  The minimum of the computed costs and the 
EEC budget was taken as the appropriate manpower costs for each of the year 2023/24 and 
2024/25. The difference between EEC budget and ESERA approval was adjusted in the 
revenue requirement. 

Approved Remuneration Costs   

 2020/21 2021/22 2022/23 2023/24 2024/25 

Budget 123 668 707    125 724 618    143 916 599  152 159 887   160 242 136  

Approval 123 668 707    125 724 618    135 742 651  138 402 659    142 554 738  

Adjustment                      -                        -    -     8 173 948  -13 757 228  -   17 687 397  

Table 39: Distribution Remuneration Costs Adjustments 

Approved Overtime Costs   

  2020/21 2021/22 2022/23 2023/24 2024/25 

Budget     33 081 870      37 349 829      28 796 645  32 196 283      33 762 491  

Approval     33 081 870      37 349 829      28 796 645  32 196 283      33 762 491  

Adjustment                     -                        -    -    
                     

-    -    

Table 40: Distribution Overtime Costs Adjustments 
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Support Divisions 

Manpower 

The staff level for support division has decreased from 179 employees in 2020/21 to 155 
employees in 2021/22. The numbers are projected to further increase to 159 in 2022/23, then 
160 in 2023/24 and remain the same on 2024/25. 

Table 41: Support Services Manpower Projections 

Remuneration Costs (Salaries and Allowances) 

Remuneration costs were calculated by adjusting the average employee cost for 2022/23 by 
the approved CoLA, as well as productivity factor.  The minimum of the computed costs and 
the EEC budget was taken as the appropriate manpower costs for each of the year 2023/24 
and 2024/25. The difference between EEC budget and ESERA approval was adjusted in the 
revenue requirement. 

Approved Remuneration Costs   

  2020/21   2021/22   2022/23  2023/24 2024/25 

Budget   64 585 665    69 409 966    77 206 569  85 122 575  88 416 610  

Approval   64 585 665    69 409 966    72 603 854  74 492 173  76 726 938  

Adjustment                   -                      -    -   4 602 715  10 630 403  -11 689 672  

Table 42: Support Services Remuneration Costs Adjustments 

     
Approved Overtime Costs   

   2020/21   2021/22   2022/23  2023/24 2024/25 

Budget     1 099 049      2 573 334      3 663 112   2 466 109         2 660 698  

Approval     1 099 049      2 573 334      1 544 131   1 702 452         1 768 332  

Adjustment                   -                      -    -   2 118 981  -    763 657  -        892 366  

Table 43: Support Services Overtime Costs Adjustments 

Recommendation #2: 

Notwithstanding, and indeed due to, the lack of detailed information available in the EEC 
application, EEC must conduct a Manpower Study. The objective of the study is to evaluate 
whether manpower and compensation levels are “optimal” in various departments. 
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5.1.4. Regulated Asset Base 

In its filing, the EEC proposes RAB levels of E 1.99 billion and E 2.37 billion for the years 
2023/24 and 2024/25 respectively. These RAB levels also include Net working capital amounts 
of E116. 5million in each year. It is worth noting is that the RAB as at end of the financial year 
2021/22, the RAB stood at E1.63 billion. EEC has proposed a number of capital projects as 
discussed in chapter 3 of this report and they include the expansion of the Ferreira canal and 
Maguduza Rehabilitation, amongst others. 

Section 5.2 of the Tariff Methodology covers the guidelines for what the RAB should be 
allowed to recover. It covers the standard regulatory principles such as: the assets included 
in the RAB should be used and useful; third party/customer funded assets should not be 
included in the RAB; and net working capital (WC) may be included in the RAB. 

The RAB and WC appear to be in alignment with the requirements of the tariff methodology. 
The company: 

• Removed the customer funded assets and subsidized assets from the RAB; 

• Future assets are supposed to be excluded from RAB until they are used and useful.; 

A detailed analysis of EEC’s fixed assets and the RAB revealed the following: 

 

In its filing, as shown in the chart above, the proposed RAB levels are E 1.88 billion and E 2.26 
billion for 2023-24 and 2024-25 respectively, excluding the net-working capital. The Authority 
observed the slippage in actual RAB compared to the forecast for the past 5 years (2018/19 
to 2022/23) and noted that the average slippage over the 5-year period is 30%.   

It is also worth noting that, based on data from quarterly filings made by the EEC, the actual 
RAB as of the end of the second quarter in the current year (2022-23), stands only at E 1.50 
billion, below the level from the 2021-22 year close (E 1.64 billion). The current estimate from 

2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

FORECAST ('000) 1,248,612 1,425,693 1,825,041 2,037,084 2,836,653 1,878,598 2,259,032

ACTUAL ('000) 973,663 1,104,336 1,018,578 1,635,537 1,835,097

ACTUAL AS A % OF FORECAST 78% 77% 56% 80% 65%

 -
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EEC for the current fiscal year in the filing is E 1.84 billion, and it is unclear if EEC will hit that 
estimate. While the slippage in the past has been on average 30% and it is tempting to apply 
that factor to the projected levels, however the Authority takes cognizance of the fact that 
that EEC has tempered its 2023-24 projected increases somewhat relative to the past 
projected increases.   

The best current actual figures available to us are from the end of the second quarter in the 
current fiscal year. We expect that there will be some additions in the remainder of the year 
and the next, exceeding depreciation levels. In the past years, the increase in actual RAB from 
year to year has been very low, below 10% mostly, save 2020-21 to 2021-22. In the absence 
of reliable data to base an estimate for the coming years, for the purpose of setting current 
tariffs, we will add 10% to the current second quarter level as a proxy for the RAB in 2023-24 
and a further 10% addition as a proxy for 2024-25.  These estimates will result in RAB levels 
of E 1.64 and E1.81 for 2023-24 and 2024-25 respectively. These figures represent a slippage 
of 12.5% and 20% respectively for the two years compared to the EEC forecasted levels in the 
filing for those years. We recognize the opportunity for reconciliation between forecast and 
actual figures in the next MYPD, subject to the evaluation of the variances by ESERA.  

Asset Value and Return on Regulated Asset Base 

Due to the continuing slippage in capitalization of assets as mentioned in the above section, 
by reducing the RAB, the return on RAB is also expected to reduce accordingly. The following 
tables show adjustments that will impact revenue requirement for each of the business units 
in the regulatory periods 2023/24 and 2024/25. 

Generation 2023/24 2024/25 

EEC Budget                   293,860,869                    423,336,070  

Slippage Adjustment % 12.5% 20% 

Slippage Adjustment Value                      36,732,609                       84,667,214  

Approval                   257,128,260                    338,668,856  

Table 44: Slippage Adjustment to Generation RAB 

Transmission 2023/24 2024/25 

EEC Budget                   827,161,326                 1,091,242,063  

Slippage Adjustment % 12.5% 20% 

Slippage Adjustment Value                   103,395,166                    218,248,413  

Approval                   723,766,160                    872,993,651  

Table 45: Slippage Adjustment to Transmission RAB 
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Distribution 2023/24 2024/25 

EEC Budget                   436,547,393                    431,755,540  

Slippage Adjustment % 12.5% 20% 

Slippage Adjustment Value                      54,568,424                       86,351,108  

Approval                   381,978,969                    345,404,432  

Table 46: Slippage Adjustment to Distribution RAB 

Support 2023/24 2024/25 

EEC Budget                   321,028,690                    312,698,719  

Slippage Adjustment % 12.5% 20% 

Slippage Adjustment Value                      40,128,586                       62,539,744  

Approval                   280,900,103                    250,158,976  

Table 47: Slippage Adjustment to Support Services RAB 

Asset Values and Depreciation 

In line with the slippage adjustment made above, ESERA adjusted depreciation for RAB. It is 
worth noting that for each business unit, there may be different budgeted assets of different 
economic life but for purposes of the adjustment, the Authority has decided on an average 
life of asset for each business unit. The economic lives of assets adopted is 40 years for 
generation assets, 25 years for transmission and distribution, and 30 years for head-office/ 
support divisions based on the 31 March 2022 annual financial statements. This resulted in 
the following adjustments: 

2023/24    

Description Asset Value 
Economic 

Life (Years) Amount 

Slippage adjustment (12.5% on RAB)- 
Generation   (38,843,396)  40     (971,085)  

Slippage adjustment (12.5% on RAB)- 
Transmission (111,490,907)  25        (4,459,636)  

Slippage adjustment (12.5% on RAB)- 
Distribution (58,456,449)  25        (2,338,258)  

Slippage adjustment (12.5% on RAB)- 
Support Divisions (45,261,999)  30        (1,508,733)  

Table 48: 2023/24 Depreciation Adjustment Due to RAB Slippage Adjustment 
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2024/25    

Description Asset Value 
Economic 

Life (Years) Amount 

Slippage adjustment (20% on RAB)- 
Generation (58,772,174) 40 (1,469,304)  

Slippage adjustment (20% on RAB)- 
Transmission (233,299,829)  25 (9,331,993)  

Slippage adjustment (20% on RAB)- 
Distribution (93,099,825)  25 (3,723,993)  

Slippage adjustment (20% on RAB)- 
Support Divisions (72,535,738)  30 (2,417,858)  

Table 49: 2024/25 Depreciation Adjustment Due to RAB Adjustment 

 

Recommendation #3 

EEC is directed to submit business cases for capital projects that they will include in the tariff 
review, 6 months before the tariff filling.  

Moreover, the data from the past years shows that actual Regulatory Asset Base values are 
significantly different from the forecast RAB values. The capital expenditure projections 
have not been realized for various reasons.  

Starting with the first quarter after this Tariff Order, EEC shall file with ESERA the budgeted 
capital expenditures vs actual spending, by business segment, and by major projects, on a 
quarterly basis. The filing should explain the reasons for the variance between the budget 
vs the actual, and the actions the company is taking to address any identified problems. 

 

5.1.5. Return on Regulated Asset Base  

EEC has filed for a Weighted Average Cost of Capital (WACC) of 7.28% for each of the years 
2023/24 and 2024/25. The WACC was determined based on the February 2021 Tariff Order, 
and without any adjustments for change in the business and economic variables. The 
Authority revisited the assumptions, in accordance with the section 3.5 of the Tariff 
Methodology and determined that an appropriate WACC for EEC is 8.26% computed as 
follows: 
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WEIGHTED AVERAGE COST OF CAPITAL COMPUTATIONS 

    2022 Analysis 

    Utility (EEC) ESERA 

    Filing Computation 

WACC Input Assumptions 
    

Risk free rate (nominal)   6.29% 8.07% 

Gearing   60% 60% 

Market Risk Premium (nominal)   6.29% 7% 

Asset beta (unlevered)   unclear 0.4149 

Corporate Tax Rate   27.50% 27.50% 

Calculations     
Cost of debt     

Nominal before tax   5% 6% 

Cost of equity     
Equity beta (leveraged)   0.93 0.866 

Nominal before tax   16.83% 19.50% 

Nominal after tax   12.20% 14.14% 

Results     
WACC (nominal before tax)   11.12% 11.40% 

WACC (nominal after tax)   7.28% 8.26% 

Table 50: ESERA WACC Computation 

5.1.6. Cost of Equity 

Risk-Free Rate 
 
The tariff determination guidelines section 5.3.5 explicitly requires the use of the latest 
Eswatini government ten-year bond yield as the risk-free rate. However, upon discussion with 
the Central Bank of Eswatini, it transpired that government bonds in Eswatini are priced to 
match the market return. As a proxy for a risk-free rate, the Central Bank of Eswatini 
recommended the use of the Government treasury bill. A 364 day-term treasury bill was used 
as it reflects negligible risk. To ensure a stable rate, a 6 months average was used and the 
proxy came to 8.07%.Treasury Bill Yield   
 

Gearing 

The gearing used was 60%. Tariff Methodology requires that the gearing used be based on a 
target gearing. It recognizes the that debt finance is cheaper that equity finance. In the 
absence of a study done to determine an optimal finance structure, ESERA has to use 
regulatory precedence. The Authority decided to benchmark with South Africa. In the 
February 2022 decision (NERSA decision) NERSA approved a gearing of 66.2% for Eskom. Also 
based on past ESERA approvals, the 60% gearing has been considered appropriate for EEC. 
The 60% gearing was therefore upheld. 

 

https://www.centralbank.org.sz/treasury-bills/
https://www.nersa.org.za/wp-content/uploads/bsk-pdf-manager/2022/06/Reasons-for-decision-of-Eskoms-MYPD5-Revenue-application.pdf
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Beta 

For the asset beta estimate, section 3.5.7 of the Tariff Methodology recommends using other 
international precedents as a guide. The WACC in the February 2021 tariff order used the 
NERSA regulatory decision as a precedent. This is a reasonable approach. However, the NERSA 
decision stated a levered beta of 1 (Table 82 of the NERSA decision). Using Eskom’s 66.2% 
debt and 33.8% equity gearing and tax rate assumption of 28%, resulted in an unlevered beta 
of 0.4149. Using the 60% debt and 40% equity gearing and a tax rate of 27.5% resulted in a 
levered beta of 0.8661 for EEC. 

Market Risk Premium 

In terms of the market risk premium, the tariff methodology section 3.5.8 recommends using 
other precedents. The February 2021 Tariff order used the Nersa market risk premium and 
was considered reasonable. According to the February 24, 2022 Nersa Decision, the market 
risk premium is 7%.  

Nominal Cost of Equity 

Using the above inputs, the nominal cost of equity after tax would be 14.14%. 

Cost of Debt 

Section 5.3.6 of the Tariff Methodology suggests using the risk-free rate and a debt premium 
to arrive at the cost of the debt. The 2021 application used the actual cost of debt and as 
precedence the current filling will use the actual cost of debt of 6%. 

WACC 

Using the above debt and equity costs, the nominal post-tax WACC is 8.26%.  

Allowed Return 

Based on the above analysis and calculations, the approved WACC for the years 2023/24 and 
2024/25 shall be 8.26% as opposed to EEC’s filing of 7.28%. 

Recommendation #4 

EEC is directed to conduct a study on the optimum financing structure to inform future filings 
on the most optimal gearing for EEC. The study must be updated every five years so that it 
remains relevant. 

  

https://www.nersa.org.za/wp-content/uploads/bsk-pdf-manager/2022/06/Reasons-for-decision-of-Eskoms-MYPD5-Revenue-application.pdf
https://www.nersa.org.za/wp-content/uploads/bsk-pdf-manager/2022/06/Reasons-for-decision-of-Eskoms-MYPD5-Revenue-application.pdf
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5.2. Regulatory Period 2023/24 

5.2.1. Allowed Revenues 

After a thorough analysis, ESERA established that an appropriate revenue requirement for 
EEC for the financial year 2023/24 is E2.61 billion. This figure reflects a downward adjustment 
of E315.00 million from EEC’s request. The components of the adjustment will be discussed 
in detail in the following sub-sections. 

  Revenue Requirement     2023/24 

 EEC  2,928,869,042 

 Adjustment  (315,002,039) 

 Approval  2,613,867,003 

Table 51: 2023/24 approved revenue requirement 

5.2.2. Cost of Sales 

The cost of sales figure is based on demand level, internal generation, purchase mix, Lilangeni- 
Dollar exchange rates, ESKOM electricity tariff and the VAT on Imports that the EEC cannot 
claim as it relates to the exempt portion of the business (domestic customers). EEC has 
budgeted that electricity purchases would cost E1.82 billion. This figure was adjusted down 
to E1.72 billion, an adjustment of E98.04 million induced by adjustment in exchange rates 
impacting on dollar denominated purchases, as well as an adjustment to system losses, the 
adjustment of the ESKOM electricity tariff and the removal of the VAT on imports due to 
amendment in the VAT act. The Authority approved a lilangeni to dollar exchange rate of 
E15.10/USD as opposed to EEC’s proposed rate of 20.06/USD. The exchange rates are 
discussed in detail in section 5.1.2.2 of this document. 

A target system loss of 12.68% determined in the February 2021 Tariff Order was upheld in 
light of the investments made at reducing losses. Notwithstanding the continued expansion 
of the network, there is a room for improvement in losses. In 2018/19, the utility achieved 
system losses of 12.68% according to the 2018/19 Annual Report and over the last four years, 
the system losses have always been below the 13.5%. The cap of 12.68% therefore is 
considered appropriate to encourage the utility to continue managing system losses. 
Furthermore, the ESKOM electricity tariff was adjusted from the projected 15% to 18.65% as 
announced by NERSA on 12 January 2023. The ESKOM electricity tariff is discussed in section 
5.1.2.3. 

The Authority removed the cost of VAT on imports amounting to E97.88 million relating to 
domestic customers based on confirmation from ERS which states that EEC is allowed to claim 
an input tax credit on all imports after payment of tax at importation. VAT on imports is 
discussed in section 5.1.2.4 

The breakdown of the adjustments is provided in Table 53 below. 
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Cost of Sales   2023/24 

 EEC  1,815,129,299 

 Adjustment  (98,035,110) 

 Approval  1,717,094,189 

Table 52: 2023/24 adjusted cost of sales 

 

Adjustments to Cost of Sales 2023/24 

Exchange Rate Variance (34,536,909) 

VAT on imports (domestic customers portion) (97,883,037) 

ESKOM electricity tariff (upward) 48,183,053 

System Loss Adjustments  (13,798,217) 

Total Adjustments (98,035,110) 

Table 53: Breakdown of 2023/24 Adjustments to Cost of Sales 

5.2.3. Operating expenditure 

EEC submitted a forecast of E1,02 billion in respect of operating expenditure for the year 
2023/24. After scrutinizing the Opex, the Authority made a downward adjustment of E87.21 
million. A breakdown of the adjustment is provided in table 55. Analysis of the adjustments 
made to remuneration and overtime costs are provided in section 5.1.3 of the report. The 
costs allocated to studies were based on projected number of man hours needed and a 
projected hourly rate of E7,325 for professional services. In projecting the hourly rate, the 
Authority looked into a number of recently completed studies of similar complexity and 
applied that rate. 

After careful consideration of all information relating to performance bonus, the Authority 
resolved that performance bonus should be borne by the shareholder, as opposed to the 
customer. Notwithstanding that technical performance is taken into account in determining 
each employee’s payout, on a higher level, performance bonus is linked to profits and should 
be paid out of resulting profits. This is supported by Public Enterprise Unit (PEU) Circular No.3 
of 2017, which provides guidelines for payment of performance bonuses by Category A Public 
Enterprises. The Guidelines state that the entity should have made profit or cash surplus 
during the year under consideration and have declared and paid a dividend in line with the 
dividend policy. It limits bonus payment only to profit-making organization. This gives an 
implicit notion that bonuses should be paid out of profits. The Authority does not rule out the 
possibility of technical performance related bonuses in the future, but that should be 
prescribed in an incentive-based regulatory methodology. 

Operating Expenditure   2023/24 

 EEC  1,022,460,547 

 Adjustment  (87,207,457) 

 Approval  935,253,090 

Table 54: 2023/24 operating expenditure adjustment and approval 
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Description Amount 

  
Performance bonus (22,702,921) 

Other operating and maintenance costs (aligned with inflation) (22,607,769) 

Strategy initiatives (5,349,560) 

Remuneration Costs- Generation (707,750) 

Remuneration Costs- Transmission (4,030,100) 

Remuneration Costs- Distribution (13,757,228) 

Remuneration Costs- Support Divisions (10,630,403) 

Overtime costs- Generation (1,271,177) 

Overtime costs- Transmission (5,386,892) 

Overtime costs- Support Division (763,657) 

 (87,207,457)  
Table 55: Breakdown of 2023/24 Opex Adjustments 

5.2.4. Depreciation 

Depreciation forecast is mainly based on existing Regulatory Asset Base (RAB) and assets 
expected to be capitalized in the relevant regulatory period in accordance with the Section 
5.7 of the Tariff Methodology. The Methodology states that depreciation should be charged 
on a straight-line basis on the historical cost of the RAB. The RAB itself is defined in detail in 
section 5.2 of the Methodology and it excludes customer and grant-funded assets. 
Adjustments in depreciation were made to account for a slippage adjustment made in the 
RAB (which is discussed in section 5.1.4 of this report). In adjusting depreciation, the average 
economic lives obtained from EEC’s 31 March 2022 audited annual financial statements was 
used. An average life of a generation plant of 40 years was used and an average economic life 
of networks (for transmission and distribution) of 25 years was used, whilst 30 years was used 
for support services, based on the average economic life of support services assets such as 
office furniture, building and motor vehicles. Table 57 provides a breakdown of the 
adjustments made to depreciation. 

Depreciation   2021/22 

 EEC  122,347,055 

 Adjustment  (9,277,712) 

 Approval  113,069,343 

Table 56: 2023/24 depreciation approval 
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Description Asset Value Economic 
 Life (Years) 

Amount 

    
Slippage adjustment (12.5% on RAB)- 
Generation (38,843,396)  40 (971,085)  

Slippage adjustment (12.5% on RAB)- 
Transmission (111,490,907)  25 (4,459,636)  

Slippage adjustment (12.5% on RAB)- 
Distribution (58,456,449)  25 (2,338,258)  

Slippage adjustment (12.5% on RAB)- 
Support Divisions (45,261,999)  30 (1,508,733)  

   (9,277,712) 

Table 57: Breakdown of 2023/24 Depreciation Adjustments 

5.2.5. Return on RAB 

EEC has proposed a return on RAB of E145.24 million based on their proposed RAB and WACC 
of 7.28%. After a thorough analysis of the RAB, the Authority decided to implement a slippage 
adjustment of 12.5% to EEC’s proposed RAB as per the analysis in section 5.1.5. The Authority 
also adjusted EEC’s WACC to 8.26% as per the analysis in section 5.1.6 of this report. This 
resulted to a downward adjustment of E26,99 million to EEC’s proposed return on RAB. A 
detailed breakdown is provided in Table 59. 

Allowed Return on RAB   2023/24 

 EEC  145,243,155 

 Adjustment  155,435 

 Approval  145,398,590 

Table 58: 2023/24 return on regulated asset base approval 

 

Description  Return Value 

  
Slippage adjustment (12.5% on RAB)- Generation  (154,278) 

Slippage adjustment (12.5% on RAB)- Transmission  (434,260) 

Slippage adjustment (12.5% on RAB)- Distribution  (229,187) 

Slippage adjustment (12.5% on RAB)- Support Divisions   (168,540) 

Net Working Capital WACC Variance  1,141,700 

 Total  155,435 

Table 59: Breakdown of 2023/24 Return on RAB Adjustments 

5.2.6. Other Revenues 

Other non-electricity revenues were projected to be E19,41 million. The figure includes rental 
income, profit on disposal of property, plant and equipment and sale of scrap. Based on the 
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available information and past trends, the Authority held that the forecasted figures are 
reasonable. 

 

Other Income  2023/24 

 EEC  (19,414,060) 

 Adjustment  - 

 Approval  (19,414,060) 

Table 60: 2023/24 other revenues approval 

5.2.7. Regulatory Clearing Account  

EEC proposed liquidation of a net RCA balance of E156.90 million over-recovery for the 
regulatory periods 2020/21 and 2021/22. The Authority reviewed EEC’s 2020/21 and 2021/22 
RCA and established that there was a net over-recovery of E555.07 million (analysis provided 
in section 4.4.2 of the report). The Authority resolved that half the over-recovery (i.e., E277.53 
million over-recovery) be liquidated in the financial year 2023/24 and the other half be 
liquidated in 2024/25. 

In liquidating the RCA over 2 years (2023/24 and 2024/25), the Authority considered that the 
EEC in its subsequent tariff application will have to liquidate the funds due to customers 
relating to the depreciation that was charged on customer funded and grant funded assets 
which is approximately E300 million.  

The Mistreatment of depreciation relating to customer funded and grant funded assets was 
noted during the 2020 tariff review. During the 2020 Tariff review, it was noted from the 
submitted ORM for both years being reviewed, as well as for the 2019/20 RCA submitted that 
EEC had included in its revenue allowance calculations, some depreciation on customer and 
grant-funded assets. This was corrected for the years 2020/21 and onward however the 
previous years were not corrected hence the E300 million estimate due to customers which 
will be liquidated in the subsequent tariff review. 

RCA Balances  2023/24 

 EEC  (156,896,954) 

 Adjustment  (120,637,195) 

 Approval  (277,534,149) 

Table 61: 2023/24 regulatory clearing account liquidation 

5.3. Regulatory Period 2024/25 

5.3.1. Allowed Revenues 

After a thorough analysis, ESERA approved a revenue requirement of E2.93 billion for EEC for 
the financial year 2024/25. This is a downward adjustment of 515.06 million from EEC’s 
request. The components of the adjustment will be discussed in detail in the following sub-
sections. 
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Revenue Requirement 2024/25 

 EEC  3,441,006,421 

 Adjustment  (515,060,961) 

 Approval  2,925,945,460 

Table 62: 2024/25 allowed revenue adjustment and approval 

5.3.2. Cost of Sales 

The cost of sales figure is based on demand level, internal generation, purchase mix, Lilangeni- 
Dollar exchange rates, ESKOM electricity tariff and the VAT on Imports that the EEC cannot 
claim as it relates to the exempt portion of the business (domestic customers). EEC has 
budgeted that electricity purchases would cost E2.07 billion. This figure was adjusted down 
to E1.95 billion, an adjustment of E115.93 million induced by adjustment in exchange rates 
impacting on dollar denominated purchases, as well as an adjustment to system losses, the 
adjustment of the ESKOM electricity tariff and the removal of the VAT on imports due to 
amendment in the VAT act. The Authority approved a lilangeni to dollar exchange rate of 
E15.40/USD as opposed to EEC’s proposed rate of 17.46/USD. The exchange rates are 
discussed in detail in section 5.1.2.2 of this document. 

A target system loss of 12.68% determined in the February 2021 Tariff Order was upheld in 
light of the investments made at reducing losses. Notwithstanding the continued expansion 
of the network, there is a room for improvement in losses. In 2018/19, the utility achieved 
system losses of 12.68% according to the 2018/19 Annual Report and over the last four years, 
the system losses have always been below the 13.5%. The cap of 12.68% therefore is 
considered appropriate to encourage the utility to continue managing system losses. 
Furthermore, the ESKOM electricity was adjusted from the projected 15% to 12.74% 
(2023/24: adjustment from 15% to 18.65% was made) as announced by NERSA on 12 January 
2023. The ESKOM electricity tariff is discussed in section 5.1.2.3. 

The Authority removed the cost of VAT on imports amounting to E117.16 million relating to 
domestic customers based on confirmation from ERS which states that EEC is allowed to claim 
an input tax credit on all imports after payment of tax at importation. VAT on imports is 
discussed in section 5.1.2.4 

The breakdown of the adjustments is provided in table 65 below. 

Cost of Sales   2024/25 

 EEC  2,069,912,436 

 Adjustment  (115,928,768) 

 Approval  1,953,983,668 

Table 63: 2024/25 cost of sales adjustment and approval 
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Adjustments to Cost of Sales 2024/25 

Exchange Rate Variance (14,551,529) 

VAT on imports (domestic customers portion) (117,164,855) 

ESKOM electricity tariff (upward) 31,680,824 

System Loss Adjustments (15,893,208) 

Total Adjustments (115,928,768) 

Table 64: Breakdown of 2024/25 Adjustments to Cost of Sales 

5.3.3. Operating expenditure 

EEC submitted a forecast of E1,049 billion in respect of operating expenditure for the year 
2024/25. After scrutinizing the costs, the Authority deemed it necessary to make some 
adjustments, which included remuneration costs, overtime costs, as well as performance 
bonus. Analysis of the adjustment of personnel related costs are given in section 5.1.3 of this 
report.  

After careful consideration of all information relating to performance bonus, the Authority 
resolved that performance bonus should be borne by the shareholder, as opposed to the 
customer. Notwithstanding that technical performance is taken into account in determining 
each employee’s payout, on a higher level, performance bonus is linked to profits and should 
be paid out of resulting profits. This is supported by Public Enterprise Unit (PEU) Circular No.3 
of 2017, which provides guidelines for payment of performance bonuses by Category A Public 
Enterprises. The Guidelines state that the entity should have made profit or cash surplus 
during the year under consideration and have declared and paid a dividend in line with the 
dividend policy. It limits bonus payment only to profit-making organization. This gives an 
implicit notion that bonuses should be paid out of profits. The Authority does not rule out the 
possibility of technical performance related bonuses in the future, but that should be 
prescribed in an incentive-based regulatory methodology. 

The Authority therefore made adjustments amounting to E90.62 million and approved a sum 
of E958.02 million in respect of operating expenditure for the year 2024/25. A breakdown of 
the adjustment figure is given in Table 66. 

Operating Expenditure   2024/25 

 EEC  1,048,638,636 

 Adjustment  (90,615,898) 

 Approval  958,022,738 

Table 65: 2024/25 operating expenditure adjustment and approval 

 

 

 

 

 



 

        | 69 

Description Amount 

  
Performance bonus (23,624,660) 

Other operating and maintenance costs (aligned with inflation) (24,525,834) 

Remuneration Costs- Transmission (4,600,531) 

Remuneration Costs- Distribution (17,687,397) 

Remuneration Costs-Generation (1,208,208) 

Remuneration Costs- Support Divisions (11,689,672) 

Overtime costs- Generation (1,334,735) 

Overtime costs- Transmission (5,052,495) 

Overtime costs- Support Division (892,366) 

 (90,615,898)  
Table 66: Breakdown of 2024/25 Opex Adjustments 

5.3.4. Depreciation 

Depreciation forecast is mainly based on existing Regulatory Asset Base (RAB) and assets 
expected to be capitalized in the relevant regulatory period in accordance with the Section 
5.7 of the Tariff Methodology. The Methodology states that depreciation should be charged 
on a straight-line basis on the historical cost of the RAB. The RAB itself is defined in detail in 
section 5.2 of the Methodology and it excludes customer and grant-funded assets. 
Adjustment in depreciation were made to account for a slippage adjustment made in the RAB 
(which is discussed in section 5.1.4 of this report). In adjusting depreciation, the average 
economic lives obtained from EEC’s 31 March 2022 audited annual financial statements was 
used. An average life of a generation plant of 40 years was used and an average economic life 
of networks (for transmission and distribution) of 25 years was used, whilst 30 years was used 
for support services, based on the average economic life of support services assets such as 
office furniture, building and motor vehicles. Table 68 provides a breakdown of the 
adjustments made to depreciation. 

Depreciation   2024/25 

 EEC  169,513,072 

 Adjustment  (16,943,148) 

 Approval  152,569,924 

Table 67: 2024/25 depreciation approval 
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Description Asset Value 

Economic  
Life 

(Years) Amount 

    
Slippage adjustment (20% on RAB)- 
Generation (58,772,174) 40 (1,469,304)  

Slippage adjustment (20% on RAB)- 
Transmission (233,299,829)  25    (9,331,993)  

Slippage adjustment (20% on RAB)- 
Distribution  (93,099,825)  25 (3,723,993)  

Slippage adjustment (20% on RAB)- 
Support Divisions   (72,535,738)  30 (2,417,858)  

   (16,943,148) 

Table 68: Breakdown of 2024/25 Depreciation Adjustments 

5.3.5. Allowed Return 

EEC has proposed a return on RAB of E172,94 million based on their proposed RAB and WACC 
of 7.28%. After a thorough analysis of the RAB, the Authority decided to implement a slippage 
adjustment of 20% to EEC’s proposed RAB as per the analysis in section 5.1.4. The Authority 
also adjusted EEC’s WACC to 8,26% as per the analysis in section 5.1.5 of this report. This 
resulted to a downward adjustment of E14.04 million to EEC’s proposed return on RAB. A 
detailed breakdown is provided in Table 70. 

Allowed Return on RAB   2024/25 

 EEC  172,938,758 

 Adjustment  (14,038,998) 

 Approval  158,899,760 

Table 69: 2024/25 allowed return adjustment and approval 

 

 

Description  Adjustment Value 

  
Slippage adjustment (20% on RAB)- Generation  (2,844,819) 

Slippage adjustment (20% on RAB)- Transmission  (7,333,147) 

Slippage adjustment (20% on RAB)- Distribution  (2,901,397) 

Slippage adjustment (20% on RAB)- Support Divisions   (2,101,335) 

Net Working Capital WACC Variance  1,141,700 

 Total  (14,038,998) 

Table 70: Breakdown of 2024/25 Return on RAB Adjustments 
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5.3.6. Other Revenues 

Other non-electricity revenues were projected to be E19,99 million. The figure includes rental 
income, profit on disposal of property, plant and equipment and sale of scrap. Based on the 
available information and past trends, the Authority held that the forecasted figures are 
reasonable. 

Other Income  2022/23 

 EEC  (19,996,481) 

 Adjustment  - 

 Approval  (19,996,481) 

Table 71: 2024/25 other revenue approval 

5.3.7. Regulatory Clearing Account  

EEC proposed liquidation of a net RCA balance of E156.90 million over-recovery for the 
regulatory periods 2020/21 and 2021/22. The Authority reviewed EEC’s 2020/21 and 2021/22 
RCA and established that there was an over-recovery of E555.07 million (analysis provided in 
section 4.4.2 of the report). The Authority resolved that half the over-recovery (i.e., E277.53 
million over-recovery) be liquidated in the financial year 2023/24 and the other half be 
liquidated in 2024/25 (Refer to section 5.2.7 for rationale of liquidating the RCA over 2 years). 

RCA Balances  2022/23 

 EEC  - 

 Adjustment  (277,534,149) 

 Approval  (277,534,149) 

Table 72: 2024/25 regulatory clearing account liquidation 

5.4. Tariff Recommendations and Conditions 

Based on all the above analysis and discussions, it is directed and approved as per the 
following sub-sections. 

5.4.1. The Allowed Revenue  

The allowed revenues for EEC be approved as E2.61 billion for 2023/24 and E2.93 billion for 
2024/25.  The breakdown of cost elements is shown in the table below: 
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 Estimate 2022/23 2023/24 2024/25 

Cost of Sales        1,591,195,920  1,717,094,189  1,953,983,668  

Operating Expenditure                      
930,091,117  935,253,090   958,022,738  

Depreciation                      
129,943,106  113,069,343  152,569,924  

Allowed Return on RAB                      
144,114,687   145,398,590   158,899,760  

RCA Balances                  
(106,406,327)   (277,534,149)   (277,534,149)  

Other Income                      
(10,239,354)   (19,414,060)   (19,996,481)  

Revenue Requirement         2,678,699,149  2,613,876,003   2,925,945,460  

Table 73: Summary of costs breakdown for the respective financial years 

 

 

Figure 7: Visual Presentation of Revenue Requirement 2023/24 
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Figure 8: Visual Presentation of Revenue Requirement 2024/25 

5.4.2. The Revenue Recovery  

The Revenue Recovery is aimed at smoothing out the revenue requirement increases. In order 
to smooth out the revenue requirement increases, there will be excess recovery of revenue 
of E35.47 million for 2023/24 which would be offset by a forecasted under-recovery of E35.46 
million in 2024/25. The Allowed Revenues shall be recovered via various charges as per the 
table below: 

 Estimate 2022/23 2023/2024 2024/2025 

 Facility Charges                       75,119,285  74,841,782   78,319,986  

 Energy Charges                  1,860,593,461  2,065,348,963   2,251,820,411  

 Demand Charges                     318,719,891   359,482,195   402,289,335  

 Access Charges                     140,681,784   149,661,906   158,051,353  

                 2,395,114,421   2,649,334,846   2,890,481,085  

Table 74: Allowed revenue recovery streams for the respective financial years 
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Figure 9: Visual Presentation of Revenue Streams 2023/24 

 

Figure 10: Visual Presentation of Revenue Streams 2024/25 

5.4.3. The Average Tariff and Average Adjustment Rate 

Based on the information on the preceding sections, the average price shall be E2.12 for 
2022/23, increasing to E2.33 for 2023/24 (an increase of 10.14 % from 2022/23) and further 
an increase to E2.52 in 2024/25 (an increase of 8,02% from 2023/24). 
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 Estimate 2022/23 2023/2024 2024/2025 

Consumption (MWh)  1,130,052 1,134,905 1,146,254 

Average Tariff (E/kWh)  2.12 2.33 2.52 

Average Tariff Adjustment 10.14% 8.02% 

Revenue Requirement 2,678,699,149 2,613,867,003 2,925,945,460 

Revenue Recovery 2,395,114,421 2,649,334,846 2,890,481,085 

Deferred Recovery  (35,467,843) 35,464,375  

   
Net Under/ (Over) Recovery  (3,468) 

Table 75: Average tariff and adjustment rates 

5.4.4. Migration to Cost-reflective Tariffs 

Background 

Presently, Domestic customers in Eswatini are not paying cost reflective rates and are being 
subsidized by commercial customers. In a recent cost of service study, there was an 
estimation of what the customers should be paying if the prices were to be cost reflective. 
Based on that information, ESERA developed a migration plan that seeks to move the current 
tariffs for Domestic customers to a more cost reflective tariff level over time.  

In coming up with the Cost-reflective Migration Strategy, the following regulatory instruments 
were taken into consideration:   

1. The Tariff Methodology for the regulation and approval of tariffs, prices and charges 
in the electricity supply industry, dated June 2011; 

2. The Subsidy Framework (Guidelines in terms of section 21 of the Electricity Act, 2007); 

3. The Cost-of-Service Study for the Swaziland Electricity Supply Industry report, dated 
24 July 2018, prepared by Economic Consulting Associates. 

Recommended time frame to near cost-reflective tariffs 

In the February 2021 Tariff Order, it was recommended that rebalancing of tariffs shall be 
gradually implemented, over a period not less than eight (8) years.  

Scenarios Considered for Domestic Tariff 

This review of the tariff resulted to an increase in the average tariff by 10.14% in 2023/24 and 
an increase of 8,02% in 2024/25.  Implementation of these average tariff increases will see 
energy charges for domestic customers, small commercial customers, and industrial 
customers increase by 10.98%, 10.90%, and 10.80% respectively. Notwithstanding the need 
to achieve the targets of the migration towards cost reflective within the initially planned 8-
year period, the Regulator considered the impact of the extent of the average tariff increases, 
inputs received from electricity customers during consultations, and prevailing economic 
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conditions, and decided to limit the domestic energy tariff increase to 0.08 percentage points 
above small commercial tariff increase. 

Subsidy Framework Implementation 

Background 

Following from the previous section on migration towards cost-reflective tariffs, it was 
recognised that cost-reflective tariffs may result to exclusion of indigent customers from 
accessing the benefits of electricity services. A subsidy rollout plan was therefore found 
necessary to protect indigent households to protect them from tariff increases and to 
enhance electricity access at affordable rates. 

Target number of customers over the Migration Period 

The subsidy rollout plan was a decision taken in the Tariff application year 2020/21 and it came 
into effect in April 2021.  The EEC handles the customer applications and keeps all relevant 
data for the Regulator to review and make use in future tariffs. According to reports received 
from the EEC, the uptake is very slow as there are 285 customers in the programme as at 31 
December 2022.  

The Regulator notes that the absence of a social programmes in the country which identify 
poor and vulnerable households makes the subsidy rollout plan to pick up slowly. The 
Authority therefore directed the EEC to report quarterly on the implementation of the subsidy 
roll out program using the template determined by the Authority. The quarterly reports will 
help in identifying challenges that customers might be experiencing. 

Given the current number of customers in the programme (285 customers),2 years into the 
cost reflective migration period of 8 years, the Regulator adjusted the target number of 
customers from 80 000 customers in the 8-year period to 30 000 customers. In each of the 
remaining 6 years, 5 000 customers will be admitted in each year. The Authority will continue 
to monitor the programme and use results and feedback during each of the MYPD years to 
continuously update the plan and establish a more accurate database. 

Level of subsidy provided 

The subsidy shall continue to be implemented at the full 40% subsidy as per the Subsidy 
Framework (Guidelines in terms of section 32 of the Electricity Act) for both 2023/24 and 
2024/25. The level of subsidy can be varied over the years as it may be deemed necessary. 

The Life Line Tariff proposed shall apply to the first 75 kWh (0- 75 kWh) consumed in a 
calendar month as per the Subsidy Framework. The next 25 kWh (76- 100 kWh) will be 
charged at the prevailing domestic rate. Any consumption in excess of 100 kwh (i.e., 101 kWh 
to infinite) will be charged at a premium rate (being 120% more than the prevailing rate). 
Customers who feel that they are paying too much in this category because of their high 
consumption will be free to migrate back to the domestic category, subject to terms and 
conditions. 
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5.4.5. Approval Conditions 

1. The Authority noted with concern that the following studies were outstanding from 
EEC at the time of the tariff application (1 November 2022). These studies were a 
decision that was taken by the Authority in the Tariff application year 2020/21 and 
were to be completed prior to the tariff filling. 

 

>The operational efficiency study: The Authority gives EEC a directive to comply 

within a period of six (6) months from the date of Award (September 2023). 

 

>Man-power study: The Authority gives EEC a directive to comply within a period 

of 12 months from the date of Award (March 2024)  

 

>Optimum financing structure study: The Authority gives EEC a directive to comply 

within a period of 12 months from the date of Award (March 2024). 

 
2. EEC is directed to submit business cases for capital projects that they will include in 

the tariff review, 6 months before the tariff filling. This is effective in the next tariff 
application.  
 

3. Starting with the first quarter after the tariff decision is issued, EEC shall file with 
ESERA the budgeted capital expenditures vs actual spending, by business segment, 
and by major projects, on a quarterly basis. The filing should explain the reasons for 
the variance between the budget vs the actual, and the actions the company is taking 
to address any identified problems. 
 

4. EEC is directed to report quarterly on the implementation of the subsidy roll out 
program using the template determined by the Authority. 
 

5. EEC is directed to submit detailed analysis and explanation in its quarterly RCA 
submission. The Authority is to hold quarterly RCA meetings to discuss variances and 
progress of projects amongst other things. 

6. EEC is directed to present a clear Action Plan to deal with the common voltage quality 
non-compliances that have been consistently monitored and reported on for the past 
three years by September 2023. This is over and above the recommendations made 
in the QoS Evaluation Report submitted as part of the Tariff Review Application, which 
largely seek to strengthening the monitoring and evaluation. The common voltage 
issues that need to be addressed include voltage unbalance at 400kV, voltage 
harmonics mostly recorded at 66kV and 11kV network points and the voltage dips 
recorded across the network, particularly the Z and T dip types.  
 

7. EEC is directed to ensure that there is quality of supply monitoring even at 
downstream distribution level (LV) for increased visibility at customer supply points as 
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well. It seems the focus over the years has been largely on the MV/HV network.  
 

8. EEC is directed to demonstrate successful implementation of the recommendations 
made in the QoS Evaluation Report submitted as part of the Tariff Review Application 
by end March 2025 to ensure improved compliance levels to the QoS standard. 
 

9. EEC is directed to demonstrate full compliance with SZNS026-2 Reporting Guidelines 
on all service activities by the end of the 2022/23 financial year. Where there are 
challenges meeting the minimum requirements, the licensee should ensure that such 
are communicated with the Regulator before 1 April 2023 so that a way to address 
them can be determined by both parties. 
 

10. EEC is directed to provide evidence of improving on service delivery to customers, 
ensuring resolution of customer complaints and a clear strategy of closing them within 
the standard timelines. Provide evidence of system-based approach for planning and 
requesting planned interruptions to prevent coincident planned interruptions from 
affecting the same customers for at least two months as stipulated in the standard. 
 

11. EEC is directed to provide clear timelines for implementation of the approved 
Connection Processes including the Connection Charge Guidelines. The utility is 
further directed to provide Connection Charge Operating Guidelines by May 2023 for 
the Regulator’s approval. 
 

12. EEC is directed to furnish the Regulator with a clear and implementable Action Plan to 
ensure consistent and satisfactory customer service for all services provided. This 
should include conducting periodic customer satisfaction surveys. This follows several 
customers raising concerns about poor customer service experienced from the EEC. 
 

13. EEC is directed to keep a distinct account for unplanned maintenance and other 
exceptional events, to be reviewed in conjunction with the RCA, enabling ease of Opex 
analysis. EEC shall consult the Authority on the nature of information to be reported. 
 

14. EEC is directed to inform the Regulator of exceptional adverse events that may have 
impact on costs, within three days of occurrence. The Regulator may send its staff or 
an independent party to verify the nature and extent of the event. 
 

15. EEC is directed to address the issues raised by customers that have to do with the 
revision of the tariff structure. Particularly the issues around the fixed charges, with 
regards to the facility charge for small commercial customers, as well as the access 
charge for industrial and irrigation customers. 
 

16. EEC is directed to publish or distribute annual reports or financial performance prior 
to the tariff filling. 
 

17. The budget for CSI activities that is allowed in the revenue requirement must be 
directed to initiatives that are of direct benefit to electricity consumers and/or the 
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electricity industry. This does not however preclude EEC to fund CSI initiatives of a 
general socio-economic nature from its own profits or reserves. 
 

18. Where in doubt of the requirements or directives, EEC must consult with the Regulator 
on the earliest date possible to ensure compliance with given timelines for each 
directive. 
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6. Stakeholder Consultations  

6.1. Stakeholder Consultation Meetings 

The Authority held public consultation meeting on the EEC’s Tariff Application as follows: 

Date Audience Place Time 

12/11/2022 Lubombo Business and Domestic customers Siteki 10:00 AM 

18/11/2022 Trade Unions and Consumer groups Manzini 9:30 AM 

19/11/2022 Shiselweni business and Domestic customers Nhlangano 10:00 AM 

22/11/2022 
Hhohho Business and Domestic customers and 
Eswatini Cane Growers Association Sihhoye 10:00 AM 

23/11/2022 
Eswatini Cane Growers Association and Eswatini 
Sugar Association Siphofaneni 10:00 AM 

29/11/2022 Government Ministries and Business Stakeholders Ezulwini 9:30 AM 

30/11/2022 Business and domestic consumers Mbabane 09:30 AM 

02/12/2022 Business and domestic consumers Manzini 9:30 AM 

 

The overall turnout in the public consultations has greatly improved compared to past 
meetings, an indication that Swazis are now appreciating the value of involvement in decision 
making. This is very positive for the industry as decisions taken can accurately factor 
consumer needs and expectations. 

6.2. Summary of Public Submissions 

BUSINESS CUSTOMERS AND GOVERNMENT STAKEHOLDERS 

A meeting physically held at the EWSC Auditorium, Ezulwini, on 29th November 2022, was 
attended by various company/corporate representatives, government representatives and 
government parastatals, some of whom made submissions regarding the proposed tariff 
increase following the Authority’s invitation (details of submissions in Annexure C).   

DOMESTIC CUSTOMERS 

Domestic consumers were against the proposed tariff by EEC (details of submissions in 
Annexure C).   

SUGAR CANE FARMERS 

A public hearing for sugar cane farmers was held at Sihhoye on 22nd November 2022(details 
of submissions in Annexure C) 
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TRADE UNIONS AND CONSUMER FORUMS 

A meeting held at the George hotel, Manzini on 18th November 2022, was attended by 
representatives from the different trade unions and consumer groups (details of submissions 
in Annexure C). 

ECONOMIC IMPACT 

Below are economic impacts highlighted by the different electricity customer categories: 

>An increase would affect the operational budgets of businesses which would lead to a 
transfer of the costs to the end user/receiver.  This would influence the socio-economic 
environment. 

>Issues raised by domestic customers around the proposed tariff is the issue of affordability 
of electricity based on the recovery from the COVID 19 pandemic and its impacts on the 
economy.  

>Domestic consumers also questioned ESERA on the observation that the Authority approves 
every submitted application for a tariff increase. 

>Domestic customers questioned why the utility doesn’t fund its projects from its profits.  

SOCIAL IMPACT 

Below are social impacts highlighted by the different electricity customer categories: 

>An increase would affect the operational budgets of businesses which would lead to the 
need for cost cutting measures, such as retrenchment.   

>The proposed tariff posed a huge social problem. With such high tariffs during a socio-
political movement which causes volatility as businesses are burnt and the economy in turns 
suffers.  

>There was fear that a tariff increase in the current political climate would provoke political 
unrest. 

>High crime rate will be a direct result of lack of affordability, where people will resort to 
crime in order to afford the commodity.  This will in turn make crimes such as by passing and 
copper theft predominant as people will resort to any means necessary to make ends meet.  

Conclusion 

There is no denying that due to the current political climate and economic status in the 
country, the electricity customers feel that a tariff hike would be an over-weight on their 
economic and social life.  Such is portrayed where submissions highlighted the recent political 
unrest, its impact on the economy, and concern that the Authority seems to award every 
application to hike the tariff.   Furthermore, concerns about the global impacts of the ongoing 
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Russia-Ukraine war were sighted. The public’s submissions recommended that EEC revisits 
her strategic plan to re-allocate timelines for the proposed projects 

Based on the stakeholder submissions, The Authority reduced the RAB and ordered EEC to 
prioritise capital projects. Further the Authority engaged the Ministry of Finance and Eswatini 
Revenue Service (ERS) to allow EEC to fully claim VAT thus reducing the revenue requirement. 
Moreover, the Authority curtailed the migration plan to reflect the current state. The 
Regulator will further engage with the public to provide feedback on its decision. 
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Annexure A: 2020/21 RCA 
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 Annexure B: 2021/22 RCA 
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Annexure C: Tariff Review Public Hearing Summary 2022 

TARIFF REVIEW PUBLIC HEARING SUMMARY 2022 

 

1. BACKGROUND 

The Eswatini Energy Regulatory Authority received an application from EEC, for a 21.31% 
average tariff review of the electricity tariff, for the financial years, 2023/2024 and 
2024/2025.  As per the Regulatory Act, ESERA is expected to adjudicate on the final tariff to 
be granted to EEC, only after ESERA has gathered electricity customers’ opinion on the 
proposed tariff increase, through public hearings and written submissions given to the 
Authority by the deadline date of 14 December 2022, 1630 hrs. The Authority, after inviting 
electricity customers for comments, staged nine public hearings across the Kingdom of 
Eswatini, with different consumer groups, including: business customers, domestic 
customers, farmers and sugarcane growers, NGOs, government ministries and parastatals, 
and Civic groups (Trade Unions). Below is a summary of the inputs and comments from the 
various stakeholder groups as well as responses given. 

2. BUSINESS CUSTOMERS AND GOVERNMENT STAKEHOLDERS 

A meeting physically held at the EWSC Auditorium, Ezulwini, on 29th November 2022, was 
attended by various company/corporate representatives, government representatives and 
government parastatals, some of whom made submissions regarding the proposed tariff 
increase following the Authority’s invitation.  Issues raised and responses thereof were as 
follows: 

COMMENTS AND QUESTIONS 

i. The utility had taken long to perform a cost of supply study which the Regulator had 
allowed revenue for in previous applications.  They requested for the reasons for this 
delay. 

ii. They asked whether the Regulator conducted her own studies or relies on the details 
of studies conducted by the EEC? 

iii. The Regulator was allowing customers to fund inefficiencies within the utility. 
iv. They observed that a large fraction of the tariff review application justification had 

been based on assumptions. 
v. Are there business cases for capital projects to be undertaken by the EEC? If so a 

request was made for these to be submitted to the Regulator. 
vi. What informed the figures that were being applied for by the utility? 

vii. How often did the Regulator check to determine the relevance of the tariff structure? 
viii. Domestic customers needed to know that business subsidises their tariff. 

ix. When was the last time the EEC paid dividends? And will dividends be paid for the 
year ending in 2022? There was a further enquiry on whether the EEC bonuses are 
linked to the dividends paid out? 

x. Why was the increase in cost of sales based on Eskom’s increase and not the country’s 
generation mix? 

xi. Domestic customers needed to understand that property damage done to EEC 
property would comeback to be the cost of the customer for repair and/or 
replacement. 
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xii. They appreciated the utility for managing to protect Eswatini from loadshedding as 
this would have affected their business operations. 

xiii. Over One Hundred Million will be spent on rehabilitating the Ferreira Canal. Who 
owns it and who will benefit from it? 

xiv. Why is the EEC continuing to assume 13.5 % system losses yet the system losses 
should be lower than the 12.5% previously granted? 

xv. There are studies that were supposed to be implemented like the Operational 
Efficiency Study. Why has it taken EEC over 3 years to implement these crucial 
studies? 

xvi. It seems like the proposed tariff is a thumb sucked figure? 
xvii. If Eskom supplied more than 50 percent of power to the country, how do we deal 

with the issue of her inefficiencies. The capital projects narrative has been told for 
more than 20 years and nothing has been forth coming from that. 

xviii. What are the debt levels at EEC and are they reducing? 

RESPONSES 

• The Regulator responded to highlight that if the same study was included in another 
tariff review application, this was considered during the review process.  Furthermore, 
the Regulator affirmed that they were noting the non-compliance to the tariff order 
previously issued.  They had engaged the utility on the matter, and had reached the 
agreement that the utility would conduct the study.  

• The Regulator affirmed that they would validate any study received from the utility, 
prior to acceptance. 

• The Regulator responded to explain that in instances of non-compliance, they 
previously would allow more time for the delivery of essential activities.  They, 
however, recognised that this approach may be the problem in the equation. 

• The Utility highlighted that they critically analysed the economy prior to any decision 
making.  

• The Utility highlighted that the estimate budget included in the tariff review 
application had been based on all of their suppliers for imported power. 

• The Utility was engaging the farmers responsible for the Ferreira canal to structure 
maintenance agreements. 

• The Utility purchases power from the SAPP during times where it’s cheaper than 
ESKOM. 

• The Utility’s capital projects were not funded by the tariff until they are completed.  
They only become a part of the RAB upon completion. 

• The Utility has a dividend policy which defines the terms of dividend distribution. 
• The Utility was open to assist companies to set up their own generation systems. 

 
3. DOMESTIC CUSTOMERS 

Domestic consumers were against the proposed tariff by EEC. Comments and opinions 
submitted were as follows: 

COMMENTS AND QUESTIONS 

i. Requested clarification on the cost related motivation of the tariffs review. 
ii. Requested for assurance of zero blackouts contrary to the South African case. 
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iii. Requested for options/alternatives e.g., from EEC like solar PV or any other 
alternatives that customers could use as a substitute for energy. 

iv. Customer service for EEC does not match the treatment received by customers from 
EEC staff. Sometimes you are turned back by a security guard without even been 
offered an opportunity to meet your intended service provider. 

v. Are the vehicle usage tracked on the use – that is, sometimes they are used to 
transport children and paid for by the customers. 

vi. ESERA need to, at time, take EEC to customers to establish if they are still receiving 
good service. That is, ESERA needs to do an outreach program with EEC. 

vii. EEC Educational campaign (radio program) – bad treatment by radio hosts if customer 
ask question outside of that day’s topic. 

viii. Is there no other alternative means to raise funding for the projects other than getting 
money from the consumer e.g., PPP and then do profit sharing or be listed in the stock 
exchange so that they could raise funds? 

ix. Update on the Lubhuku Power station. 
x. When are we going to see EEC says the tariff increase is not going to happen anymore? 

Would there be a cap of tariff one day? 
xi. IPP program: are they delivering efficiently as they have been requested. 

xii. Opinion on maintenance: tree felling – can EEC run a campaign and ask the people to 
cut the trees from the ground other than waiting to employ a contractor to fix the line 
and would decrease the maintenance costs. 

xiii. Is it possible for EEC to reduce 4 wires to ABC for high density of customers? 
xiv. 2.5% levy: for program to fund the rural electrification program. What is the program 

and the associated cost? How did you arrive on the figure and the duration of the 
program including the total costs? We would not like to pay for this perpetually. 

xv. Should avoid tariff proposals that would immediately induce outrage – employees 
have never received an increment to this extent, and where would they get so much 
money to cater for this. 

xvi. Grateful to ESERA for the tariff consultation initiative. 
xvii. There is a huge problem within EEC. Who is responsible for ensuring the system is 

effective and efficient? E.g., customer needs to fund for projects and subsequently 
buy electricity making customers to pay twice. Sometimes projects and 
subcontractors are supervised by six (6) cars and engineers at a go which has costs 
implications to the consumer.  

xviii. Feasibility studies: are always done every year at a cost but they do not yield any 
projects which is a loss to the consumers as they are paid for.  

xix. There is always a concern why EEC publicized a huge profit in our daily newspapers? 
Clarity needed? 

xx. What is ESERA doing to ensure that there are alternative sources of electricity 
generation to monitor the price increase? 

xxi. Connection charges were difficult to understand and that the method used to 
calculate them is not transparent. 

xxii. Schools fixed charge or tariffs are too high. Request for removal charges on Schools. 
The charge is E213 every month. 

xxiii. Does Government subsidies to shield the customers on tariffs and salaries? 
xxiv. What does EEC do to ensure that their assets last longer? 
xxv. Selection of contractor cost, which is best between subcontractors and outsourcing? 



 

        | 89 

xxvi. Why EEC does not have a competitor like in other Countries? 
 

RESPONSES  

• Cost of supply study outlines what it costs to deliver electricity to the customer. It goes 
to other details like suggesting that it is cheaper to deliver a service to the customer 
who is nearby. That is, what customers must pay to recover or deliver a unit of 
electricity to the customer in relation to the revenue required. 

• Pertaining black outs- tariff proposal is meant to dealt with that e.g internal power 
generation, operation and maintenance, and substations. So the tariff proposal aims 
to address that.  

• Pertaining the collaboration of Solar generating customers - the regulator is busy with 
a framework for SSEG which EEC is doing a pilot to cater for all the systems that must 
work to ensure that full scale is robustly rolled out. 

• Pertaining self-sufficiency- there is a generation plan towards that but the biggest 
challenge is funding. Whatever the company does would have to be funded by the 
customer which is not feasible at this stage as, for example, to put up a gas plant would 
require E11bn. 

• In SADC, there is an interconnected grid making Eswatini to be able to buy electricity 
from as far as DRC. The country is also negotiating with other countries to ensure that 
there is security and reliability of supply. They consider the least cost option so that 
this is not costly to the ordinary Swazi. 

• Lubhuku Project: funders and contractors do not want to fund coal projects. We are 
looking at alternative technologies which involves gasification of the coal which is a 
more cleaner coal technology.  

• Arial Bundled Conductors (ABC) are part of the tariff requests and would be rolled out 
if this tariff proposal is approved. 

• Tariff perpetual increase: based on the methodology, tariffs do not increase all the 
time but sometimes may reduce due to over-recovery. 

• Bush-clearing - customers can contact EEC to conduct bush clearing or alternatively 
offer to do this on behalf of EEC. Then EEC would disconnect the line to allow the 
customer to safely cut the tree. 

• Levy is provided for in the Act by government for funding rural electrification. It is the 
prerogative of government to regulate the levy. 

• Tariff increase - EEC has applied herself to the best level to ensure the proposed tariff 
increase is at its minimum. However, they are very sorry for this as they could not 
reduce the request any lower. 

• Many engineers at one site - EEC would look into that and encourage the staff to 
prioritize more on efficiency.  
 

4. SUGAR CANE FARMERS 

A public hearing for sugar cane farmers was held at Sihhoye on 22nd November, and issues 
raised were as follows: 
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COMMENTS AND QUESTIONS 

a. Has an 80kw solar system which is self-sufficient during the day  
b. When he is not using that power, when will it possible for him to put it back to the grid 

and get paid for it. 
c. How long would it be before Eswatini would be completely be self-sufficient in light of 

the 2025 ESKOM agreement. 
d. What are the countries can we buy electricity from apart from South Africa? 

RESPONSES 

• Customer service: GM Customer Service has noted it and he will communicate it back 
to the employees. 

• EEC Vehicle abuse: customers are implored to report any kind of vehicle abuse they 
note using the inscribed number. 

• Ill-treatment of callers on radio programme: EEC would try and re-look on the way 
they structure their programme so that it comprehensively covers all pertinent 
subjects. 

 

5. TRADE UNIONS AND CONSUMER FORUMS 

A meeting held at the George hotel, Manzini on 18th November 2022, was attended by 
representatives from the different trade unions and consumer groups.  Issues raised were as 
follows: 

COMMENTS AND QUESTIONS 

a. ESERA should work on re-emerging herself. Does not independently appear as a 
regulatory function. Always appear alongside EEC. 

b. Masterplan 2034: electrification of a certain percentage. The proposal is to increase 
proportionately domestic consumption. This will kick out most grid users as focus 
would only be on domestic users 

c. EEC is no longer a public entity. They are now focusing on revenues which make them 
to be more of a corporate entity. Public entity should serve those that could not afford. 

d. We wish to have confidence on the institutional responsibility. That is, as an example, 
what the institution has done on vehicle abuse other than taking the responsibility 
back to the consumers. 

e. Cost drivers are the same things that affect the consumer. What would EEC then do if 
the fluctuates go down. 

f. Projects to increase local production: at what stage is the current local production and 
how much is it of assistance. Metal prices from 2021 show a decreasing trend so what 
makes EEC to assume the trend would increase and so propose the hike. 

g. The rural users would not afford to pay for the new proposed tariff which would lead 
to lack of funds for maintaining the corresponding infrastructure. The electricity needs 
to be subsidized. This will cause the populace to revert to firewood as source of 
energy. 

h. EEC should go to Big-bend for a refresher course – the is bad customer service around 
Big-bend 

i. EEC needs to educate consumers on how to qualify for the lifeline tariffs. 
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j. Costs drivers for EEC: oil related, purchasing land, motorcycles. Could the routine 
checkups be not done using motorcycles to cut the costs? 

k. Tollfree number: what influences the penalties on the cases reported. Does this go as 
far as court. Does EEC have a slot in the Times of Eswatini to report on the cases they 
have recorded. 

 

RESPONSES 

- Service delivery is about capacitating and monitoring of service delivery. All out 
telephones are recorded and on a monthly basis the quality of the conversations is 
evaluated. The service Centre has some form of supervision for monitoring of service 
delivery. 

- Fleet management system – monitors everything about the vehicle e.g., fuel 
consumption, idling time, etc. The vehicles are capped such that they cannot exceed 
a certain speed. 

- Masterplan: lifeline tariff is partly meant to take care of the customers who cannot 
afford high tariffs. 

- Public or corporate entity: EEC is a public entity meant to provide and deliver the 
service according to mandate.  

- EEC gets the projected rates from the Central Bank. Should there be an over recovery, 
then EEC would declare it in the next tariff review according to the tariff methodology. 

- EEC would continue educating the public on lifeline. 
- Motorbikes usage: EEC uses a combination of both motorbikes and vehicles depending 

on the weather condition and accessibility. 
 

6. ECONOMIC IMPACT 

Below are economic impacts highlighted by the different electricity customer categories: 

• An increase would affect the operational budgets of businesses which would lead to a 
transfer of the costs to the end user/receiver.  This would influence the socio-
economic environment. 

• Issues raised by domestic customers around the proposed tariff is the issue of 
affordability of electricity based on the recovery from the COVID 19 pandemic and its 
impacts on the economy.  

• Domestic consumers also questioned ESERA on the observation that the Authority 
approves every submitted application for a tariff increase. 

• Domestic customers questioned why the utility doesn’t fund its projects from its 
profits. 

• The proposed tariff poses a huge social problem. With such high tariffs during a socio-
political movement which causes volatility as businesses are burnt and the economy 
in turns suffers.  

• High crime rate will be a direct result of lack of affordability, where people will resort 
to crime in order to afford the commodity.  This will in turn make crimes such as by 
passing and copper theft predominant as people will resort to any means necessary 
to make ends meet.  
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7. SOCIAL IMPACT 

Below are social impacts highlighted by the different electricity customer categories: 

• An increase would affect the operational budgets of businesses which would lead to 
the need for cost cutting measures, such as retrenchment.   

• The proposed tariff posed a huge social problem. With such high tariffs during a socio-
political movement which causes volatility as businesses are burnt and the economy 
in turns suffers.  

• There was fear that a tariff increase in the current political climate would provoke 
political unrest. 

• High crime rate will be a direct result of lack of affordability, where people will resort 
to crime in order to afford the commodity.  This will in turn make crimes such as by 
passing and copper theft predominant as people will resort to any means necessary 
to make ends meet.  

Conclusion 

There is no denying that due to the current political climate and economic status in the 
country, the electricity customers feel that a tariff hike would be an over-weight on their 
economic and social life.  Such is portrayed where submissions highlighted the recent political 
unrest, its impact on the economy, and concern that the Authority seems to award every 
application to hike the tariff.   Furthermore, concerns about the global impacts of the ongoing 
Russia-Ukraine war were sighted. The public’s submissions recommended that EEC revisits 
her strategic plan to re-allocate timelines for the proposed projects. 

 


