ORDER/NERC/279/2021

BEFORE THE NIGERIAN ELECTRICITY REGULATORY COMMISSION
IN THE MATTER OF THE EXTRAORDINARY REVIEW OF MULTI-YEAR TARIFF ORDER FOR
YOLA ELECTRICITY DISTRIBUTION PLC

1.1.  Title

This regulatory instrument may be cited os NERC Order on Performance Improvement Plan
(FIP} and Extraordinary Tariff Review Application for Yolo Electricity Distribution Plc
("YEDC").

1.2. Commencement

The approved PIP ond CAPEX programme of YEDC shall toke effect from 1t January 2022
and shall remain eMective until 31st December 2026 unless omended by the Commission.

1.3. Contexi

YEDT opplied o the Commission for a review of the pravisions for Capital Expenditure
{CAPEX) in its tarifts fo support the implementation of its Perlormance Improvement Plan
(*PIP") over the next 5 years. Under the Power Sector Recovery Program (PSRP), it is
envisaged thot the Commission would implemen! o robust tariff review process aimed af
improving the performance of the Nigerian Electricity Supply Industry (“NESIY). This process
involved o review of the capital expenditure allowances in the MYTC model to align with
the Performance Improvement Plans (PIPs) of the Distribution Companies (DisCos), The
approved PIF and Extroordinary Tarilt Application shall form the basis for YEDC to prioritise
the implementation of the proposed CAPEX initiatives. The approved PIPs shall also form
the basis tor defining KPls for YEDC for the next 5 years by the Commission with emphasis
an impravement in energy throughput and improved service delivery to the cusiomers.

As part of the Stakeholder Consultation Process for Extra Ordinory Taritt Review, the
Commission held public hearings to consider the applications liled by YEDC in Yola ond
monitored the stokeholders’ engogements by YEDC al different locations within its
franchise. Based on the feedback received during the consultations and subsequent
deliberations with various stakeholders, the Commission approved the Serviced-Based Tarilf

Y m@ﬁpéﬂ‘“"




(SBT) effective from the 15t of Sepiember 2020 1o ensure thot rates paid by customers align
with the quality of service as meosured by the daily average ovailability of power supply
over o 60-doy reference period. Further updates to YEDC's initial PIP submission have been
considered as part of this review to align the PIPs with customer expectations of service
commitment by YEDC,

1.4. Summary and Overview of YEDC's Metwork/Current State

YEDC is one of the successor distribution companies (*DisCos”) created following the
unbundling and privafization of the state-owned Power Utility, the Power Holding Company
ol Migeria Plc. The Company is responsible tor distributing electricity to around 396,650
customers covering Adomawa, Borno, Torabo, and Yobe Stoles of Migeria, The company
in 2019 had on estimated energy demand of 351 GWh per year, with a constrained
demand power of 40 MW. These resirictions are due lo energy shorfall and generation
constraints. The lotal ATCAC losses are 61.9 % in 2019,

YEDC is operating under political force majeure condition, coused by insecurity thal has
severely limited YEDC's ability to improve services and reduce ATCAC Losses in the offected
Business Units. Some areos of the network have been damoged and will require significant
CAPEX to resfore services to the desired slale, Since toking over the investments have been
mastly focused on the rehabilitation and mainteriance of the existing network. The planned
invesiments in the exponsion of the network hod to be minimized due fo the energy and
revenue shortfall experienced by the company. As a resull, YEDC's plan focuses on the
tollowing objectives:

» Focilitoting access to the network for new customers,

» |mproving the quality of service (energy availability and soles increase),

« Reducing ATCEC |osses,

» Service level clustering and projections

»  Service level tariffs

» Decreosing operating cosfs,

» |mproving cusiomer care, ond

+ Implementing o strong Corparate Social Responsibility program.

1.5. Stakeholder Consultation
YEDC hod followed o process for stokeholder consultation os directed by the Commission,

Several focused group discussions to harness stokeholder's views on the service delivery,
future expectations, and preferences were conducted with various customer groups such as
the Premium Customers, Manulacturers Association of Migeria (MAN), and Men-Maximum
Demand customers, These engogements were required 1o:
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o instill accountability between YEDC and its customers on the services and
justification for associated costs and resulting tariffs;

s assist in minimising disputes by engendering understanding and trust between
YEDC and s customers;

s provide an opportunity for YEDC to engoge with customers an the service
improvement initiatives proposed in the PIP.

Kay discussion areas for the siokeholder sessions were:
Cuality and reliability of supply

Quality of the metering billing, ond payment process
Consumers perception of the processes

Consumers relationship management

Cuality of toult complaint and repairs process

1.6  Oulpuls proposed with inlerentions:
YEDC proposes to undertake numerous inferventions fo improve service delivery to the
customers. Over the next five years, the proposed interventions will allow YEDC 1o
achieve but not [imited to the tollowing:
» Incrensing the total energy supplied across its netwark from the 2019 levals of
1,161,359 MWh/ vear to 1,226,710 MWh/ year by December 2020;
» Reduce the average frequency of inferruptions 1o an average of 4 per day by

December 2022;

« Reduce the average duration of inferruptions fo an average of & hours per day by
December 2022;

» Reduce the overage response time lo calls from 1.55mins to 1.29minutes by
December 2022;

» Reduce the overoge response time fa resolving complaints from 8 days to 5 doys
by December 2022; and
e |Increase the service volioge level to 33kV by December 2022.

Table - 2: Planned Service Improvements

ltem Unit Current Service Year-5 Variance
Improvement Targel
Customers # 396,650 | 250,000 646,650 63%
Current ATCAC Lass % | 66 29 37.4 44%
Energy Delivered GWh 351 1,161 1,512.1 331%
Average Duration of Supply {HrafDJ{rj* 6 & 22 36%
Average Frequency of Inferruplions #/day 7.00 -3000 4.00 -43%
Average Duration of Inlerruptions Hrs/day 8.0 2.0 6.0 -25%
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1.7.  Investment Strategies:

Key stralegies proposed by YEDC to ottain the targeted service levels aver the next 5 years

include the following:

1. Implementolion of investments ond other initiafives in distribution network
rehabilitation ond upgrode aoimed of resolving exisling constraints limifing
availability and quality of energy supply.

2. |denfification of eventual constraints to meeting electricity demand arising from
issues affecting high and medium voltage network infrastructure.

3. TCMN-DisCo interface projects ore required in resolving existing constraints and
meeting eleciricity demand.

4. Insialiation of metering systems 1o copture all electrical porameters involved in
commercial transoctions with NBET and TCM and amounts of energy injected info
the network operated by the DisCo.

5. Incorporation of an Incidents Recording and Management System (IRMS) to identify
the location and analyze the extent of an interruption in electricity supply and 1o
enoble fast resolution and service restoration.

Regularization of consumers nol registered as customers.

Installation of appropriate meters for oll the ministries, departments, and cgencies

af federal, stale, and local levels,

8. Incorporation of o Commercial Manogement System (CMS) fo manoge all

commerciol processes: revenue cycle, oftending to cuslomers, efc.

9. Incorporation of an Enterprise Resource Planning (ERP) information system to suppar!
corporate planning and manogemen! of shared services [occounting, finance,
human resources, procuremant, lagistics & information technalogy).

10.  Implementation of o Revenue Prolection Project (RPF) supported by Advanced
Metering Infrastructure [AMI) o systemalically record and monitor consumption of
large ond medium customers.

11.  Incorporation of o Supervisory Control and Data Acquisition System (SCADA) to
operate and contral HY & MV infrastructure.
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Table - 4: Propased Investment (Technical)
. P | %ol
lem Unit | Curent "“dd"*““"'h:n :‘“"‘5 Variant | pehakill | Rehabili
Sanging ko ll IO (S R
Metwork Length 33 kV Km 6.7y 123 4,839 2% 1565 2%
Metwork Length 11 kV Km 1,475 17 1,492 1.1% 211 14%
Metwork length 0.4 kY Km et 11 831 1.3%
MVA disiributions fransfarmears | MVA 295 228 1,223 23%
# disfribuficns fransformers # 3,929 140 4,06% 4%
MVA Substations tronslormers | MVA 565 a5 630 12%
# Substations transformers # 112 2 121 B%
Table — 5: Yola Disco Propased Investment Programme {Financial)
Investment Plan 2021 | 2022 | 2023 | 2024 | 2025 | Towl
#o00,000 | NoOD,05G | Nooo000| mooo0oD | mp0o,000 | toosooo
Consiruction of 33kV Feeder 10,341 | 10,341 | 10,341 | 10,341 | 10,341 | 51,707
Eﬂhﬂhili’ﬂfinn of 33kV Feeder 24 24 24 24 24 119
Construction o 11kV Feeder B 8 8 8 8 40
Rehabilitation of 11kV Feader 24 24 24 24 24 11e
Construction of D,#ﬂ] 5kV Feeder . . | | 1 )
Distribution Plan Capex 40 40 40 40 40 192
Substotion Plan Capex 262 262 &2 2462 ?&.?h_l.fr'i?_
ATCEC Loss Reduction Plan {Inﬂ;_lll 8 B B ) B 40
Cuslomer Service Improvement Plan 8 8 B B B 40
T Invastments
(SCADAGIS+ERP+HSE) | 82 32 32 S
| Netwark Metering Copex 2,975 | 2575 ¥575)| 2575| 257512877
Othars 819 g1 219 21e 819 4,094
Tu[{ﬂ__ 14,149 | 14,149 _'_l 4149 [ 14,149 | 14,749 | 70,744
5
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2.0 Commission's Review

2.1, The Commission’s Guideline for PIP Application established criteria for YEDC 1o
prepare an culputbased plan that sets out the service improvement output fargets over the
planning horizen of 5 years. This plan includes the programs ond octivities that will lead
to the realisation of thase outputs, the human and material resources required, the projected
costs and analysis of the risk foctors, and the proposed mitigotion measures. YEDC's PIP
and Extrocrdinary toriff review opplication wos exposed to o Public Hearing and
consultation presided over by a panel of three commissioners in line with the Businass Rules
and the "Regulotions an Procedure for Electricity Tarilt Reviews in the Nigerian Electricity
Supply Industry” in February 2020. The Hearing provided on avenue lor customers,
interested parties, and expert infervenors o critically examine YEDC's proposal and the
associated expected improvement in service levels. YEDC was further directed 1o conduct
stakehalders’ (customers’) engogements al various locations within its franchise area which
were oitended to and monitored by the siaff of the Commissian.

2.2. Following the oulcome of the public consullation, the Commission via Order
MNERC/198/2020 required YEDC to update its PIP and Extroordinary Toritt Review
Applicafion by disoggregating its respective service areas and/or customers per quality of
service in order o olign rofes payohle by customars with the quality of supply (*sarvice-
based tarifls”). A lurther review of YEDC's updated submission was considered using the
following criteria:

i. completeness and consistency of the description of each companent of the PIP;

ii. compliance of each componen! with the Guidelines for preparation of PiPs issued
by the Commission;

iii.  onalysis of expected resulls/outcomes from the implementation of each component
including the mitigants provided for addressing identitied challenges that may hinder
the achievement of larget;

iv. thorough price benchmarking and other relevant opproaches to the estimation of
resources [physicol omounts and relofed OpEx ond CaopEx) for each component;

v.  determining it the cost and timeline for delivering the outpul is efficient;

vi.  ossessing the efficiency of the proposed financing arrangement,

vii.  anolysing the level of technology/modernization leap proposed aaing lorward;
viil.  defermining and analysing the overall level of efficiency improvement proposed.

3.0 Results of the Review

The Commission, hoving considered YEDC's PIP and Extragordinary Tariff Review
Application in line with the provision of EP5RA ond relevant requlations, opproved the PIP
and CAPEX programme over 5 yeors os provided in Table - 4 and Table - 5 below.
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Summary of approved projects for Year-1 and Year2 are alsa provided in Table - 6, while
o detailed lisl of opproved projects for Yeor-1 and Year2 are provided in Appendices 1

and 2 respectively.
B Table - 4; YEDC's Approved S-year CAPEX Programme
Year 2021 2022 2023 2024 2025 Total
Periad - 1 Period - 2 Peried - 3 Period - 4 Period - 5 le:nﬁd
000,000 | WNO00,000 | &&000,000 | MNODO000 | WODO,000 | MODO,000
Annual Approved | 5 450 4 | 5.452.4 | 5.452.4 5,452.4 | 5,452.4 | 27,262.0
CAPEX |
Toble - 5: YEDC's Approved S-year PIP and CAPEX Programme
5Year Approved PIP
MO0, 000
Total CAPEX 27,262.0
Distribution Network Copex 17,409.2
Consiruction of 33kV Feeder 2,251.0
Rehabilitotion of 33kV Feeder 2,130.5
Construction of 11kV Feeder 570.2
Rehabilitation of 11kV Feader 2,130.5
Construction of 0.400kV Feeder 855.1
Distributions transtormers (plan) 2,5336.4
MVA Subsiations fransformers (plan) 6,935.5
ATCAC Loss Reduction Plan (fotal) 210.2
Cuslomer Service Improvement Plan 1,265.6
| IT Investments (SCADA+GIS+ERP+HSE) 2,160.3
SCADA Initiatives 210.2
GIS Improvement 210.2
ERP Sysiem Infrastructure 1319.6
HSE Initiofives 210.2
AMI Network Metfering 210.2
| Customer Mefering Copex -
Netwark Metering Capex 4,355.1
Others 1,861.7




Table - 6: YEDC's Approved PIP and CAPEX Programme for 2021 and 2022

Approved PIP 20 2022
Total CAPEX 5,452.4 5,452.4
Distribution Metwork Capex 2,235.7 2,998.2
Construction of 33kV Feeder 336.6 338.7
Rehabilitation of 33KV Feeder 210.8 215.3
C?ﬁslrm:.linn of 11kV Feeder Bd.4 B6.6
Rehabilitation of 11V Feeder 210.8 2153
Construction of 0.400kV Feeder B4.4 86.6 |
Distribufions transtormers (plon) 252.5 254.7
MVA Substations transformers (plan) 1,056.1 1,800.9
| ATCRC Loss Reduction Plan (total) 42.0 42.0
Customer Service Improvement Plan 506.3 506.3
| IT Investmenis {5CAD#+GIS+ERF1|-H5E] 1,081.8 410.1
SCADA Inifiatives 42.0 47.0
GIS Improvement 42.0 42.0
ERP System Infrastructure 804.7 251.5
HSE Initiatives 51.5 12.5
AMI Metwork Metering 142 .0 42.0
Customer Metering Copex
Network Melering Capex 1,349.1 1,352.5
 Others 237.5 143.4




4.0  Annual Update of PIPs

YEDC shall be required to provide an onnual update lo the PIP 1o reflect the proposed
investmen! programme os port of the Minor Review of Tariffs on o continuous basis. The
Commission recognizes this PIP as a dynamic raadmap of where YEDC envisions to be in
the next five {5} years and will continue to evolve in alignment with market development
and changes to the operating environment, YEDC may invest more then the indicated
annyal CAPEX figure in any parficular year on account of frontHoading proposed fulure
investments or due to the unanlicipated crifical investment needs subject fo the approval of
the Commission.

5.0 Frontloading of CAPEX

YEDC is ol liberly to frontload its CAPEX programmes to aftain accelerated service
improvements. Frontloading of CAPEX programme in any year shall not exceed annul
CAPEX for the following year in line with the framework for continuous update of the PIPs.

6.0 CAPEX Clowback

Annual CAPEX provisions that are unutilized or imprudently expended shall be clawed
bock during Minor Reviews of Tarifts in line with the requirements of Section 7(a) of
Regulations on Procedure for Electricity Tariff Reviews in the NESI,

7.0 Commencement and Effectiveness

The opproved PIP and CAPEX programme of YEDC shall take effect on the 1st day of
January 2022 and shall remain effective until the 31" day of December 2026,

B.0 Signaoture

Dafted this 29" day of April 2021
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