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Scope

This guideline sis applicable for

developers of

commercial electricity services in an off grid area

1.

Information Submission

Ethiopian Energy Authority has a responsibility to
create a transparent regulatory system to enhance
the credibility and acceptance of the regulatory
framework in general, and in the tariff-setting
process in particular. Towards this end the
Authority, over the years and months, has
developed a number of directives relevant to rate
Mini Grid

Directive, Uniform system of Account, Quality of

setting and these Directives includes:

service standards etc. after rigours consultation

and approval process are now under
implementation. This Procedure is therefore issued
to facilitate the effective enforcement of these
directives.

while

Among others, submitting data and

information to the Authority. It is therefore the
responsibility of the licensees to bring EEA’s
attention to any information which they feel
should be This

notwithstanding, the final decision to grant such

treated as confidential.
confidentiality shall be determined solely by
Authority.

It is also important to note that while the
requirements presented in this document are
designed to capture most of the key information

required for tariff analysis, EEA may still request

3
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further information and clarification on any of the

items from the licensees, if necessary.

Submission Requirements

The key elements of the tariff application to be

submitted by the licensees are as follows:

i.General requirements and the rationale for tariff

application;
ii. Financial Information:

»  General financial information;

» Financial information relevant to the
tariff application;

iii. Technical and operational information;
2.1 General Requirements and Rationale

e Licensees must provide a summary and

rationale for the tariff application;

e The licensees must disaggregate costs
into various segments of the electricity
industry
Distribution & Sale;

namely: Generation,
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2.2

Licensees must state all assumptions
made namely: Economic, Financial and

Technical;

Licensees must provide detailed

explanation on all data and assumptions;

Licensees must provide basis for splitting
costs and revenue between regulated and

non-regulated business, if applicable;

All supporting data must be prepared and
submitted electronically in MS Excel

format;

All supporting documentation and data
must be provided both in hard and as

electronic copies;

The official tariff application must be
submitted as a hard copy and also as an
electronic copy in PDF Excel and Word
formats as appropriate.

Financial Information

In submitting the tariff application, the
line items for financial information must
show two years of HISTORICAL
FINANCIAL INFORMATION (where
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relevant) and a FOUR-YEAR
FORECAST period. The financial
information has to cover the following:

e The two previous financial years of
audited figures(if applicable);

e The year of tariff application based on
‘best’ estimates;

e Four-year forecasts;

e Sources of long-term finance, including
concessionary loans and grants;

Guidelines

Guidelines for minimum information to be
submitted by the licensees in respect of the key
cost components to be used for determination of
the revenue requirements:

3.1 Regulatory Asset Base

The information on Regulatory Asset Base
(RAB) must cover the following:

e Asset values of licensee’s own
investment must be separated from assets
funded from grants, concessionary loans,
government investment and customer

contributions;

e Asset values of licensee’s own
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investment must be separated from assets
funded from grants, concessionary loans,
government investment and customer

contributions;

The estimates of assets useful lives used
in the tariff application must be in
accordance with the Uniform System of

Accounts;

3.2 Capital Additions and Capital Works-In-
Progress

The licensee is required to provide the

following information on capital additions

and capital work-in-progress, as part of the

tariff application:

A summary of capital expenditures over
the tariff period. The information must at
least contain the following:

» Actual capital expenditure;

» Capital Works-In-Progress (CWIP);

» Assets which has entered into
operation (i.e. Asset Additions);

» Asset disposals or assets abandoned;
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Licensee has to provide detailed
explanation and asset values of CWIP
and show when they will enter into
operation, to enable EEA know when

such assets would be added to the RAB;

The regulated utility companies has to
provide a schedule of the capital
additions

showing expected

commencement, completion and

commissioning dates;

Licensees must also provide a 4-year
forecast of planned capital expenditure
programme for each segment of the

industry;
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3.4

3.5

3.6

e MMF®I hAL/TCE a7 oT
OT ChANl goovl@ ool ovfH
AN TP @I N/ad- 0N,
AN ooam, Atk WHdAeo T
MM ATAC a0 H AT

PhININT ST
*TTC PILLLANVT . NP LT
PoLnta7 PAIN TNt +qT

aolBDF 9Pl LMNPUTPA::
o N4 MavAhAnFm ALNOPE LAD.T
PAINDNT ST ooMm? oo PPN

e NAALIS7% Philén HNCE 4T
n%AN P(Regulatory Asset
(RAB)) hmé-bov  ChININT
TG PP P14

e AUT PA® P10 H& N71% WL
aoavl,@ ao(\(l T av (T hANT

Base

POe 71008 LA

0 Hem9149° MNL PS5 D07 NPNLTT
A% PULLNLANID7 POé- Y108
D6k, 19°F  PPCAA: PO74- T10h8
O6h, 19°T LULOAD- 022/ a0
9L avavdf av(\lt BIPSA:

PN PO

NA00 ooy AL o300 PTCe

e Any loss/gain should be treated in
accordance with the Uniform System of
Accounts, where any revenue/loss is
allocated to income statement over a

specified time period;

3.4 Depreciation

3.5

3.6

The regulated licensees are required to

provide the following information on

regulatory depreciation:

e The current depreciation amount stated in
the tariff application;

e Accumulated depreciation schedule for
the RAB for each asset class, and for

each segment of the electricity sector;

e The current depreciation methodology
must be determined based on the Mini

Grid Directive.
Working Capital

The licensee must also provide estimate of
working capital requirements, which are
needed to sustain on-going operations. The
working capital allowance has to be
estimated in accordance with the formula in
the Mini Grid Directive.

Cost of Capital

Since the return on investment is calculated
as a product of WACC and RAB, the
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3.7

regulated licensees must use the benchmark
WACC determined by EEA in accordance
with the Mini Grid Directive, to calculate the
investment in the

return on revenue

requirements formula.

Operating Expenses

In submitting information on operating
expenditure (opex), the license has to take

account of the following:

e That the operating expenditure must

exclude all capital expenditure (capex);

e Opex information are to be disaggregated
according to the following segments of
the electricity industry; Generation, and
Distribution & Sale;

e The cost information must clearly

indicate the different cost categories;

e Licensees must provide justification on

key cost drivers for each opex category;

e The licensee must provide information

10



PplLN AANTFE LVI°  NLntat
ao(\lt FHCHE aod il hANT:

i. Lao@H:
i. 2FCe 0% nef:
iii. PVA°G K. LT OHt

T ®9° NHCHC “INeE L4
WL AT Loo@H BV, NoobF
(00 1% P A W W1 2 IR (b i [ VA1) 2
ANAOATNT AT9°177 aod A hANT::

3.8 119 0K .PT

e s on, a4 AL PS5
N PFHLZHG T N9POET oo
U-A-79° PTG 06N PTT $o.00AN T
ool TPl AN

V. RARNT:

A. CEANTE 224 O6R.E
. AOT O LT

MAGLLT 0348 TMNe 1H 0T
LADT NI ®I LTINS PhALAT
MR,  ovghhorC TINLE TP
ANt

PTG o6k, CHNLFTT hDTTLeP

meorr 999400 T U-n 3
ARAL AhAET AN AgodPC P
O6h.7 AP A9 AP

PETTC  ANEC  AIL7LLaoANT@-

on staff expense and this should be
broken down to reflect the following,

among others:

i. Salaries;

ii. Overtime;

iii. Medical expenses etc.

e Any proposed percentage increase to
staff salary or other staff expense must be
supported with detailed justification to

EEA for the forecast period for review.

3.8 Maintenance Expenses

In addition to the opex, the regulated
licensees has to submit information on all
repairs and maintenance expenses to cover

the following items:
a. Materials;
b. Labour;
c. Other expenses:

e Licensees has to provide justification for
any increase in repairs and maintenance

expenses over the tariff period;

e Maintenance expense must exclude asset
retrofits and refurbishments which
enhance the economic useful lives of
assets. In line with best regulatory

practice, such expenses would be

11
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3.9

capitalized and added to the RAB,;

Debtor Information

The tariff applicant must supply the following

details on debtors:

3.10

Outstanding debt per customer category,
if any;

e Any provisions made for bad debts and
justification for that;

e Age analysis for the debts;
e Debt write-off, if any;

e Plans to recover debts

associated costs;

plus any

Shared Cost if applicable

It is possible that some of the utility
company costs are centrally shared and may
not be directly linked to any particular
segment of the electricity industry. This is
likely to be the case if one entity operate in
more than one segment of the electricity
industry (i.e. generation and or generation,
and distribution). In such an event, the
licensee would be required to provide the

following details:

12
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e Any centrally administered cost must be

clearly defined and identified;

e Basis for cost sharing between the
segments must be explicitly spelt out.
This would be reviewed by EEA, based
on best practice regulatory cost allocation
methodologies;

e |If the costs are shared between the
regulated and the non-regulated business,
the basis of the percentage split or cost
allocation must be provided, for review
by EEA;

3.11 Projected Sales Revenue and Demand
Forecasts

Regarding the sales revenue forecast, the
minimum information requirements to be
provided by the regulated licensee are as

follows:

3.11.1 Sales Revenue

e Sales revenue per customer class
where applicable;

e Net export revenues;

e Energy sales volume (kWh) for
each customer category;

e Projected total energy sales for

13
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unambiguous manner, to enable the regulator
perform detailed and in-depth analysis of all
relevant cost components. The detailed

information to be provided are as follows:

e Audited Balance Sheet for the previous
2 years (where relevant) and forecasted
balance sheet for the next 4 years,

including the tariff year;

e The data for the Balance Sheet (actual or

estimate) should include the following:

Gross Asset Value;
Accumulated depreciation;

Fixed Asset Value;

YV ¥V V V

Inventories breakdown;

Accounts Payable;
Accounts Receivable;
Short-term Debt;

Other Current Liabilities;

YV V V VY V¥V

Long-term Debt;
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Audited Income Statement for the
previous 2 financial years (where
relevant) and  forecasted income
statement for the following 4 vyears,
including the tariff year. The revenue for
the forecasted income statement should
be based on estimated sales (KWh) at

current tariffs.

Supporting data for the Income
Statement (i.e. actual and forecasted)
should include the following:

» Electricity Sales;

» Fuel cost (quantities and unit cost by

fuel type(where relevant));

» Employee or Staff Costs;

» Annual depreciation;

» Operating and maintenance expense
breakdown;

» Short-term expense;
> Debt service schedule;

» Tax expense, if any;
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>

DSM expense, if any;

Technical and Commercial
Data/Parameters:
» Monthly Energy sales and associated

The generation
information on the various primary energy generation

sources.

revenue,

Annual electricity production for
previous year and projected for next

four years;

Annual electricity purchases
projected for next four years(where

relevant);

Monthly system maximum peak
demand (KW) ;

Projected system maximum peak
demand for next four years.

licensee has to submit detailed

4.1.1 Thermal Power Plants

e Cost assumptions made on the
fuel;

e Breakdown of operating cost and

assumptions made;

e Energy output projected for next

17
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4.1.2

413

41.4

four years;

e Thermal plant utilization plan;

e Projected capacity factor for next

four years;

Hydroelectric Power Plants

The following shall be provided by

the generation licensee:

e Production plans for each plant;

e Breakdown of operating cost;

e Average unit cost per KWh for

sale;

Renewable Energy Plants

e Breakdown of operating cost and

assumptions made;

e Projected capacity factor for next
four years;

e Average unit cost per KwWh for

sale;

Purchases from
Power Producers

Independent

Generation licensees shall also
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submit information on all purchases
from IPPs. The information must

include the following:

e Volumes (MWh) to be purchased
from IPPs each year over the
tariff period and for next four

years;

e Cost of power purchase from
each IPP;

e Submission of signed PPA of
existing contracts to EEA, if not

already submitted;

e Addendum or amendments to the

existing PPA, if any;

4.2 Distribution & Sales Licensees

This section focuses on the type of data
which the network licensees must submit
when requesting for a tariff review.
Licensees are to note that all schedules are to
be submitted in both hard copy and
electronic form. The following data and
information are to be included in the tariff
application, and all amounts shown should
include the units of measure such as: KWh,
KVA, KW, Birr, Birr/KWh, etc.
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Actual and audited Balance Sheet for the

previous 2 years(where relevant);

Projected Balance sheet for the next four

years;

Supporting data for the Balance sheet
should cover the following items:

> Gross asset value;

» Accumulated depreciation;

> Fixed Asset Works-In-Progress and
scheduled completion dates;

> Inventories;

» Accounts payable;

Y

Accounts receivable by customer
category;

Short-term debt;
Other Current liabilities;

Long-term debt;

YV V V V

Equity

Actual and audited Income Statement for

the previous 2 years(where relevant);

Projected income statement for the next 4

years. Projected revenue should be based
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on estimated sales at current tariffs;

Supporting data for the Income
Statement should cover the following
items:

» Electricity sales per customer class
(i.e. quantities and associated tariffs);

» Bulk Supply Costs (Generation plus
tariffs);

» Staff or Employee Cost;
» Annual Depreciation;

» Operating and Maintenance Expense
Breakdown;

» DSM Expense, if any;

> Short term interest expense;

» Long-term interest expense, include
debt service schedule if any;

» Tax expense, if any;

Proposed Revenue Requirements per
end-use customer class:

Proposed tariffs for each customer
category;

Technical and Commercial
Data/Parameters showing the following:

» Energy purchases;

21



> PANICE, g,

> Enth®s -knthd AT Aavt
(A78 ATM)

> MALI8H%  POALE aom’
PoLA NNl (A72 A700)F

> AL PLINGE ool PHEA
PAICE, DD AG N.F

> CLINETF AHE NG ool

> AAUT 9ot oCYP Phannén
SEA IC (A28 AT00)F

> OA$ hoogd~t ¢tooHIN h&+F
POCHR O8N FATT (A7L
A0())

> ATLP Tt hét Gao g}
NPgoo-k  Phnnl-dn DLA T
T (A28 A700):)F

> A%LPTAT hét Good AT
PN Chnntdin DA TINE:

> ATLETNT W GoodT 230N
Pharts P80 AT HINg:

AU-A-9° PLING AGAT PPN J46

Tk

V. HAN/Pa0See Nt

A. MPAA/ 77L& (A28 AO()*
h. 87506 (A7L AT00)-)::

neLntat 1807 AL eHAM 21MNE-4 L

» Energy sales;

» Losses: Technical and Non-technical,
if applicable;

» Energy losses per voltage level, if
applicable;

» Energy sales and revenue per
customer class;

» Number of customers per tariff

category;

» Monthly electricity purchases for

current year(where relevant);

» Monthly system maximum demand
recorded for previous years (where

relevant);

» Projected annual electricity purchase

for next four years(where relevant);

» Projected annual electricity sales for
next four years;

» Projected system maximum demand
for next four years

e Proposed Tariffs for all the end-user
classes:

a. Domestic/Residential
b. General /Commercial, as applicable
c. Industrial: as applicable

Explanation provided on the following issues as
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applicable :

» efforts to improve efficiencies;

» plans to reduce technical loss level;

» plans to reduce non-technical losses;

» plans to reduce accounts receivable

period;

» efforts to enhance quality of service
and reduce duration and number of
outages (i.e. quality of service
delivery);

4.3 Demand Side Management as applicable

for the mini grid system

In carrying out the tariff review, EEA will
take account of efforts by the licensees to
encourage consumers to adopt energy
efficiency and conservation practices. In that
regard, approved DSM costs could be
considered by EEA as part of licensee’s
revenue requirements. In order to make
informed decision on DSM costs, EEA
would require the licensees to provide the

following information:

23



2Mme P
PeRES  ANTSLC NTeBE:- P3Ee 17
PULARYT 0PLTS aoCUMNCT
e NFé¢4 1H 0T PPLN® PHES
anth8L.C NE-:

e HCHC 423 haOHSLC NU-N°
o6k, GL411T AIC 1AL

e NG LS A Tt8LC
T C14-a0-7% o-m.r I°C
MNNLLLNG TN :

DR, 2T

5. ¢M, ovQd.CHT ovlR

OALP LT (901, 4L avavld@ aow/lt NAmPAL
P, ooNACHT AL U-AT9° aolBPTF AS ant
MMPAL  AISLPCN  LMNPATPA:  N+LND-
FEE ATLOANNN PULLAI®- O, aomT NCLINGT
avfAl FALA avPlAl AANT::

PmPAA M, aoNLCT TImPAL UL
b LT AT T B

V. €TTC P7L.LLNNT 04T oot RAB

A. PaO ooy oAy ACINAT TP
AL PPAD. h?10L TN P2 WACC
ETTC 0224701 41 (RAB):

d. N0 6L avavd® @-0T ATLTINAD-

DSM strategy, plans and programs covering

the tariff period;
e Proposed DSM budget over the tariff

period;

e Breakdown of DSM costs, with all cost

items clearly identified,

e Explanation and justification for the
DSM expenses, including expected
benefits of the programs;

Revenue Requirements Information

The licensees are required to provide a summary
of all the information and calculation on the total
revenue requirements, in accordance with the Mini
Grid Directive. The total revenue to be recovered
from the proposed tariff should be disaggregated
according to each customer class.

The total revenue requirement summary must
include the following:
a.RAB;

b. The WACC which was used as rate of return
and applied to RAB, to calculate the return on

investment;

c.Total Revenue Requirements showing the
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Ancillary

various cost components, as defined in the

Mini Grid Directive;

5.1 Tariff Structure Information
5.1.1 Distribution and Sale Tariff

Since the distribution licensee is also
responsible for sale, the licensee must
provide the following information as

part of its tariff application:

e Assumptions made for each
customer or tariff category,
including expected volume sales,
tariff increase and expected

revenues from retail tariffs;

e Details of proposed tariff
structure and impact of proposed

structure on consumers.

5.2 Tariff

The licensee is required to provide the
following information: Assumptions made

by licensee;

e Proposed tariff, including System

Operator fee as applicable

e Ancillary services costs;
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5.3 P34é& “1avAhF ANSPT AGA 5.3 Appendices Section of Tariff Application

U9 2O PAT®. ATMLNT AS All relevant tables and templates containing
ov/lBm.F PP TIMNPALT AT8.U9° the data as well as any information, must be
aPIEMII°  avlB (4G TavdhF . included in the appendices section of the
AL NG ool AANT@.:: tariff application.
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