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BUSINESS CASE FOR SOLAR



Commercial SSEG:

Payback = 3-5 years

“It’s a financial no 
brainer”



COMMERCIAL DEMAND PROFILE & SOLAR GENERATION 



Residential SSEG:

Payback 8-12 years

Investment drivers:
- Loadshedding
- Environment

“It’s a reasonable 
financial investment.”



RESIDENTIAL DEMAND PROFILE & SOLAR GENERATION 



REVENUE IMPACT OF EG



REVENUE IMPACT OF SSEG

Reduction in 
revenue

Decrease in 
costs



CHANGES IN REVENUE FROM SSEG
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CHANGES IN REVENUE FROM SSEG

Reduction in 
revenue

Decrease in 
costs

THIS REQUIRES 
COST-REFLECTIVE 

TARIFFS



TARIFF STRUCTURE FOR EG



Fixed Costs

Variable Costs

AVERAGE COST OF DISTRIBUTORS

Bulk Purchases
74%

Salaries and Wages, 10%

Repairs, 6%

Capital Charges, 5%

Other Costs, 5%



SSEG TARIFF TERMINOLOGY

Export 
Credit

Fixed 
Charge

Energy 
Charge

SSEG 
TARIFF

R/month
- Basic Charge
- Availability Charge
- Capacity Charge

c/kWh
- Import Tariff
- Variable Charge

c/kWh
- Feed-in-Tariff



SOLAR GENERATION PER TIME OF USE PERIOD

1 2 3 4 5 6 7 8 9 10 11 1213 14151617181920 21 2223 24

Offpeak Standard Peak Solar Generation



TARIFF CASE STUDIES



RESIDENTIAL SSEG TARIFF CASE STUDIES

Normal Residential Customers Residential SSEG Customers

224 c/kWh R280/month + 224 c/kWh - 115 c/kWh

Metro 1

209-288 c/kWh R209/month + 209-288 c/kWh - 13 c/kWh

Metro 2

R330/month + 240 c/kWh R345/month + 101-511c/kWh - 42-295 c/kWh

Intermediary City 1

R402/month + 270 c/kWh R402 / month + 270 c/kWh - 270 c/kWh

Intermediary City 2



RESIDENTIAL SSEG TARIFF CASE STUDIES
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% of residential customers with solar PV

Metro 2:
-Low export tariff
-Poor business case for solar

Intermediary City 1:
- High fixed charge
- Revenue positive
- TOU = good public perception

Metro 1: 
- Cost-reflective fixed charge
- Export credit in line with costs.
- Revenue neutral

Intermediary City 2:
- Great business case.
- High revenue loss



SENSIBLE RESIDENTIAL TARIFFS

Sensible benchmarks:

1. Basic charge: R250-400/month

2. Energy charge same as before

3. Export credit: 100-120 c/kWh 
(avoided cost)

Key principle: COST REFLECTIVE TARIFFS

Implementation:

• Cost of supply study to introduce 
fixed charge.

 EG customers on a tariff with  
fixed charge e.g. Domestic 
High

• Export credit does not need 
NERSA approval. Only council 
approval.



SENSIBLE COMMERCIAL TARIFFS

Sensible benchmarks:
1. Fixed charge, energy charge 

and demand charge stay the 
same

2. Export tariff equals avoided 
costs = 80-100 c/kWh

Key principle: COST REFLECTIVE TARIFFS

Implementation:

• COS study to introduce Basic 
Charge/Demand Charge.

 Move EG customers onto a 
tariff with a fixed charge e.g. 
Commercial Conventional

• Export credit does not need 
NERSA approval. Only council 
approval 



REGULATORY GUIDELINES 
TO TARIFF SETTING 



Billing systems as a national priority

Immediate Actions:
1. Develop EG Policy and Process
2. Fast-track EG Approvals (2 weeks small systems, 4 

weeks large systems)
3. Compensation for Feeding into the Grid



1. Export credits should incentivize customers to install EG and 
export onto the grid

2. Export credits should be linked to distributor’s avoided cost
3. Export credits can be flat or TOU
4. Banking is allowed
5. EG customers must pay for their fixed network costs

NECOM Net Billing Framework Principles



EG TARIFF BENCHMARKS
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Municipal Export Credits 2023

Average = 89 c/kWh

Municipal EG Export Credits



TAKE HOME MESSAGES

• EG can impact municipal revenue.
• Tariffs need to be adjusted towards cost reflectivity.
• Tariffs must balance the interests of the municipality and its 

customers.
• Incentivising EG customers to feed into the grid has a positive 

impact on municipal revenue

Municipal revenue can be protected whilst ensuring a 
reasonable business case for EG customers.



Sustainable Energy Africa
www.sustainable.org.za



Use-of-System Charges

Eskom energy 
purchase 

price

Unregulated PPA 
price

Use-of-System 
Charge

Use-of-System 
Charge

Before wheeling With wheeling

Revenue neutral wheeling tariffs: UOS Charge = Retail tariff - WEPS


