WEDNESDAY, 11 OCTOBER, 2017

MINISTERIAL STATEMENT
ON THE
MIGRATION OF ELECTRICITY TARIFFS TO COST REFLECTIVITY
BY THE HON. MINISTER OF ENERGY, MR MABUMBA

Madam Speaker, thank you for giving me this opportunity to update the nation through this
august House on the progress made with respect to migrating electricity tariffs to cost

reflectivity.

Madam Speaker, hon. Members of this august House may wish to recall that in my ministerial
statement delivered on the Floor of this august House on 28t March, 2017, I made reference to
the fact policy measures were being undertaken to migrate tariffs to cost reflectivity for all
customer categories. This is in line with the Patriotic Front (PF) Manifesto of 2016/2021, which
stipulates that cost reflectivity for electricity tariffs should be attained by December, 2019 and
the National Energy Policy (NEP) of 2008, which advocates for cost reflectivity pricing of all
energy services and products. Furthermore, the hon. Minister of Finance, in his 2017 National
Budget Address, stated that the Government expected electricity tariffs to reach cost reflectivity

by the end of December, 2017.

Madam Speaker, in line with the above policy decisions, I now wish to update this august House
on the policy measures that have been undertaken to implement a gradual process of migrating

electricity tariffs towards cost reflectivity in 2017 for the various customer categories.

Residential Customers

Madam Speaker, as hon. Members of this august House may be aware, the Zambia Electricity
Supply Corporation (ZESCO) had applied to the energy regulation board to revise residential
tariffs upwards and to increase the lifeline (R1) tariff band from 100 kW per month to 300 kW
without increasing the unit price. Further, ZESCO had also applied for the fixed charge
component of the tariff to be increased by 75 per cent. After due consideration of ZESCQO’s

application and taking into account all submissions from the public, I now wish to report to this
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august House that the Energy Regulation Board (ERB) approved the increase of residential
tariffs by 75 per cent. The ERB further approved the revision of residential tariffs bands as

follows:

(a) revised the lifeline (R1) consumption band upper limit from 100 kW to 200 kW;

(b) revised the residential (R2) consumption band lower limit from 101 kW to above

200kW;
(c) abolished the residential (R3) consumption ban; and

(d) maintained the monthly fixed charge at K18.23.

Madam Speaker, although the ERB has not awarded the lifeline consumption band of 300kW
which ZESCO had applied for, customers within the tariff band will benefit from the fixed

charge which has not been increased.

Madam Speaker, 1 also wish to report that about 42 per cent of all residential customers fall into
the lifeline tariff band. A 50 per cent tariff increase was effected on 15" May, 2017. An
additional 25 per cent was increased with effect from 1™ September, 2017, in line with the ERB

board approval.

Madam Speaker, allow me to tabulate the residential lifeline tariff bill before and after the
adjustment. Before the adjustment was made in May, 2017, a customer on the lifeline tariff band
which was at that time at 100 kW was paying K80.08. After the revision of the tariff band, on
15" May, 2017, a customer with 200 kW is now expected to pay, with all taxes inclusive, an
amount of K61.10. That amount is also applicable after the 1* September, 2017, adjustment of
the tariffs by 25 per cent.
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Madam Speaker, with that said, the residential tariff before and after increments in United States
Dollars (US$) stands as follows. Before the increment was done on 15 May, 2017, the average
R1 and R2 tariff customer categories were on US$3.47 kWh. After the 50 per cent increase, it
came to US$4.84 kWh. After the 1% September, 2017, addition of 25 per cent increment, our

average tariff on the residential customer segment is now on US$5.47 kWh.

Mining Customers

Madam Speaker, in December, 2016, negotiations were undertaken between ZESCO, Copperbelt
Energy Corporation (CEC) and mine customers in good faith with respect to moving tariffs
towards cost reflectivity and achieving closure on all outstanding billing issues by January, 2017.
The negotiations whose ultimate aim was to achieve a win-win situation were premised on the

following principles:

(a) ensure equitable treatment of all mine customers with respect to the tariff

adjustment;

(b) agree that tariffs would be implemented with effect from 1% January, 2017;

(c) agree on a mechanism to dispose of any legal processes which the parties might

have been involved in with respect to any historical tariff adjustment; and

(d) work collaboratively to support the cost of service study which the ERB would
undertake in 2017.

Madam Speaker, arising from those negotiations, the average mining tariff was determined to be
US$9.3 kWh effective January, 2017 as an interim measure pending the conclusion of the cost of

service study.



