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THE ELECTRICITY GOVERNANCE INITIATIVE TOOLKIT
Benchmarking Best Practice and Promoting Accountability in the Electricity Sector 

Transparency and Access to Information: Transparency is the process of revealing actions and information so that outsiders can scrutinize 
them. Attributes of transparency include the comprehensiveness, timeliness, availability, comprehensibility of information, and whether efforts are 
made to make sure information reaches affected and vulnerable groups as appropriate.

Accountability and Redress Mechanisms: Access to justice and redress are necessary to hold governments and actors in the private and 
public sector accountable. Accountability includes the extent to which there is clarity about the role of various institutions in sector decision 
making; there is systematic monitoring of sector operations and processes; the basis for basic decisions is clear or justified; and legal systems are 
in place to uphold public interests. 

Participation: Diverse and meaningful public input helps decision-makers consider different issues, perspectives, and options when defining 
a problem. Elements of access to participation include formal space for participation in relevant forums, the use of appropriate or sufficient 
mechanisms to invite participation, the inclusiveness and openness of such processes, and the extent to which the gathered input is taken into account.

Capacity: Capacity refers to the government’s social, educational, technological, legal, and institutional ability to practice good governance, and 
the ability of civil society to engage in decision making. This includes the capacity of government and official institutions to act autonomously and 
independently, the availability of resources (both human and financial) to provide access, and the capacity of civil society (particularly NGOs and 
the media) to analyze the issues and participate effectively.

Source: Dixit, S., N.K. Dubash, C. Maurer, & S. Nakhooda. 2007. The Electricity Governance Initiative Toolkit: Benchmarking Best Practices and Promoting 
Accountability in the Electricity Sector. Washington DC & Pune: WRI & Prayas, Energy Group.

Box 1  |  TAP–C  Key Principles of Good Governance

The questions raised in the 10Q Series are relevant 

The 10Q Series builds on the Electricity Governance  

1. The EGI Toolkit adds a 
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INTRODUCTION TO ELECTRICITY TARIFFS

electricity
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10 QUESTIONS TO ASK ABOUT ELECTRICITY TARIFFS
Q1.  WHAT IS THE TARIFF DETERMINATION PROCESS?

3 

see Q3
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LOOK FOR:

      Clarity about institutional roles and the process of tariff determination 

      Opportunity for stakeholder comments and inputs into the tariff-setting process

      Availability of appeals and consumer grievance-redress mechanisms

Q1. Analysis Highlights—Key Elements of the Tariff Determination Process 

Additional Resources  Page

BKIR, Tariff Design ....................................................................................................................................................................................................................All

Electricity Regulation in the US: A Guide .........................................................................................................................................................................All

Electricity Tariff Design for Transition Economies: Application to the Libyan Power System ................................................................................. 33-35

Rate Design Where Advanced Metering Infrastructure Has Not Been Fully Deployed ................................................................................................. All 

Rethinking Electricity Tariffs and Subsidies in Pakistan ........................................................................................................................................ 28-29

Tariff Setting in the Electricity Power Sector: Base Paper on Indian Case Study ..........................................................................................................17

The Electricity Governance Initiative Toolkit, Benchmarking Best Practice and  
Promoting Accountability in the Electricity Sector .....................................................................................On decision making entities, pp. 86, 104–14  
...............................................................................................................................................................................On clarity of the process, pp. 38–42  
...................................................................................................................................................................... On participation, pp. 60-64, 142–52, 160  
...............................................................................................................................................................................................On review periods, p. 164  
....................................................................................................................................................................... On appeals and grievances, pp. 120, 166

http://regulationbodyofknowledge.org/tariff-design/
http://www.raponline.org/document/download/id/645
http://www.sciencedirect.com/science/article/pii/S0140988310000617#page=33
http://www.raponline.org/document/download/id/6516
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2011/08/31/000386194_20110831050158/Rendered/PDF/629710ESW0whit0020110Final00PUBLIC0.pdf#page=31
http://www.teriin.org/upfiles/pub/papers/ft15.pdf#page=17
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=86
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=86
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=38
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=60
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=164
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=120
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Q2.  WHAT ARE THE OBJECTIVES OF THE TARIFF DETERMINATION? 

4

see Q3

 

Objectives of a sound rate structure often follow a suite of principles called “Bonbright’s Principles” and are related to revenue, cost, 
and practicality. These principles include:

1. Effectiveness of yielding total revenue

2. Stability and predictability of revenue

3. Stability and predictability of rates

4. Discouraging wasteful use of services

5. Understanding of present and future private and social costs and benefits of service provided

6. Fairness of rates in the apportionment of total costs of service among different consumers

7. Avoidance of discrimination in rates 

8. Promotion of innovation and cost-effectiveness in the face of changing demand and supply patterns

9. Simplicity, understandability, public acceptability, and feasibility  

10. Freedom from controversies as to proper interpretation

Source: Bonbright, J.C., A. L. Danielsen and D.R. Kamerschen. 1988. Principles of Public Utility Rates, Second Edition. Arlington: Public Utilities Reports, Inc.

Box 2  |  Principles of Tariff Design
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LOOK FOR:

      Clearly defined objectives of tariff determination

      Establishment of specific, measurable, achievable, realistic and time-bound (SMART) targets 

      Existence of specific mechanisms for monitoring and achieving objectives

      Evaluation of long term impacts of tariff revisions 

Q2. Analysis Highlights–Objectives of Tariff Determination 

Additional Resources Page 

Electricity Network Tariff Architectures: A Comparison of Four OECD Countries ...............................................................................................................17-20 

Model Regulations for Multi-Year Distribution Tariff .....................................................................................................................................................6-7

Pratt, Tariff Design..................................................................................................................................................................................................3-10

Preliminary Discussion Paper on Tariff Policy ..........................................................................................................................................................3-4

Principles of Public Utility Rates, Second Edition .............................................................................................................................................383-384

Tariff Development II: Rate Design ............................................................................................................................................................................4-5

Tariff Setting in the Electricity Power Sector: Base Paper on Indian Case Study ....................................................................................................16-17

http://dspace.mit.edu/bitstream/handle/1721.1/59461/2010-008.pdf?sequence=1
http://www.forumofregulators.gov.in/Data/study/Model_Tariff_Regulations__14_11.pdf#page=6
http://www.naruc.org/International/Documents/Tariffdesign_RandyPratt.pdf#page=3
http://powermin.nic.in/whats_new/pdf/preliminary_discussion_tariff_policy.pdf#page=3
http://www.regie-energie.qc.ca/audiences/3653-07/Audi3653/C-6-15_TCE_Extrait_3653_12mars08.pdf#page=383
https://www.google.com/url?q=http://www.naruc.org/International/Documents/Session3%2520Rate%2520design.ppt&sa=U&ei=ZbPFUuPHNsGGyQHp3oDICw&ved=0CAcQFjAC&client=internal-uds-cse&usg=AFQjCNGPG4-EEcXWxAz_x0PlKmO0u8Cgvw
http://www.teriin.org/upfiles/pub/papers/ft15.pdf#page=16
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Q3. WHAT IS THE TARIFF DETERMINATION METHODOLOGY?

5

should be distributed.6  

Various methods are used to regulate electricity prices. Factors such as the scale of the electricity sector, its sophistication in terms of 
technology use, and the availability of pertinent data can influence the choice of method. Methods include:

      Rate of return, which is based on operating costs and cost of capital.  In most cases, regulators (or others charged with 
determining tariffs) review the tariff in response to a claim by the utility that its rate of return is less than its cost of capital, or in 
response to a consumer group’s claim that the actual rate of return is greater than the cost of capital.

      Price cap, which allows the utility to change its tariff according to an index typically composed of an inflation measure and a 
“productivity offset” (Jamison, et al.). The tariffs are adjusted according to a price cap index that reflects the overall rate of inflation in 
the economy, the ability of the operator to gain efficiencies, and the inflation in the operator’s input prices. 

      Performance-based approach, a comparative competition in which the operator’s performance is compared with other operators’ 
performance and penalties or awards are assessed based on an operator’s relative performance, for example on cost efficiency. 
This approach recognizes the revenue requirements of the utility and simultaneously encourages efficiency improvements and cost 
reductions (Jamison et al.; Ahluwalia).

      Cost-Plus method/cost of service, which balances future estimated revenues with costs incurred by the utility. The disadvantage 
of this approach is the difficulty in correctly establishing costs that reflect efficient performance and preventing excessive costs 
(operating or investment) being reported by utilities.

Source: Ahluwalia, S., and G. Bhatiani. 2000. “Tariff Setting in the Electricity Power Sector:  Base Paper on Indian Case Study.” Paper presented at the TERI Conference 
on Regulation in Infrastructure Services, New Delhi, Nov 14–15. Jamison, M.A. and S.V. Berg. 2008. Annotated Reading List for a Body of Knowledge on Infrastructure 
Regulation. Washington, D.C.: World Bank. 

Box 3  |  Tariff Determination Methodology

http://www.teriin.org/upfiles/pub/papers/ft15.pdf
http://researchictafrica.net/PGCICTPR/PGCICTPR/Module_5_files/Chapter%20IV.%20Regulating%20Overall%20Price%20Level.pdf
http://researchictafrica.net/PGCICTPR/PGCICTPR/Module_5_files/Chapter%20IV.%20Regulating%20Overall%20Price%20Level.pdf
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LOOK FOR:

      Transparency about methodology of tariff determination 

      Assessment of strengths and weaknesses of the chosen method 

      Mitigation measures to overcome weaknesses of the chosen method for achieving objectives of tariff determination

Q3. Analysis Highlights–Tariff Determination Methodology 

Additional Resources  Page 

Charging for Distribution Utility Services: Issues in Rate Design ....................................................................................................................................... 25-28

Electricity Tariff Design for Transition Economies—Application to the Libyan Power System ................................................................................... 37-40

Know Your Power: A Citizen’s Primer on the Electricity Sector.............................................................................................................................. 80-81

Model Regulations for Multi-Year Distribution Tariff ............................................................................................................................................. 14-16

Tariff Setting in the Electricity Power Sector: Base Paper on Indian Case Study .................................................................................................... 27-30

The Electricity Governance Initiative Toolkit, Benchmarking Best Practice and Promoting Accountability in the Electricity Sector .............................158

http://www.raponline.org/document/download/id/412
http://www.sciencedirect.com/science/article/pii/S0140988310000617
http://prayaspune.org/peg/publications/item/151.html
http://www.forumofregulators.gov.in/Data/study/Model_Tariff_Regulations__14_11.pdf#page=14
http://www.teriin.org/upfiles/pub/papers/ft15.pdf#page=27
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=158
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Q4.  HOW ARE THE UTILITY’S COSTS CONSIDERED IN THE TARIFF? 

 
 
 

 
see Q7  

and Q8

7

Utility costs associated with power projects can be classified as fixed or variable, and are recovered from consumers through tariffs. 

Fixed Costs:

     Operations and Maintenance (O&M): O&M costs cover the cost of repairs of lines, transformers, or power stations. 

      Salaries and human resources: Salaries, pensions and benefits for utility personnel, as well as the cost of outsourced labor for O&M 
functions, form part of a utility’s fixed costs. 

      Return (profit) on equity: It is legitimate for the project owner to seek a profit that is justifiable and transparent. 

      Income Tax: Income tax of the utility is recovered from the tariff.

      Interest on Loan: Project owners have to pay the interest on the loan taken out to construct the project. 

      Repayment of loan/Depreciation: Depreciation measures the reduction of the value of an asset due to aging and use.  
 Depreciation is recovered through the life of the equipment.

Variable costs: Fuel based power projects are dependent on the unit price of fuel and the actual generation of the plant, a variable cost. The risks 
associated with variable costs can be anticipated and reduced through appropriate planning processes.

Source: Sreekumar, N., and G. Sant. 2004. Know Your Power: A Citizen’s Primer on the Electricity Sector. Pune: Prayas Energy Group.

Box 4  |  Range of common utility costs associated with power projects
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LOOK FOR:

      Availability of adequate and reliable information about different costs of utility

      Transparency about taxes, surcharges, and other components that affect tariffs

      Clarity about the nature of costs (i.e., whether they are controllable or uncontrollable by the utility)

Q4. Analysis Highlights–Utility Costs 

Additional Resources  Page 

Electricity Network Tariff Architectures: A Comparison of Four OECD Countries ................................................................................................... 12-15, 22-24

Electricity Tariff Structure Review: International Comparisons ...............................................................................................................................3, 18,32

Know Your Power: A Citizen’s Primer on the Electricity Sector ............................................................................................................................. 68-76

Model Regulations for Multi-Year Distribution Tariff ............................................................................................................................................. 22-30

Pratt, Tariff Design................................................................................................................................................................................................ 13-21

Preliminary Discussion Paper on Tariff Policy ........................................................................................................................................................... All

Pricing Do’s and Don’ts: Designing Retail Rates as if Efficiency Counts ................................................................................................................... 2-3

Rethinking Electricity Tariffs and Subsidies in Pakistan ................................................................................................................................................7

Tariff Development II: Rate Design ........................................................................................................................................................................ 23-25

The Pune Model: Mitigating Load Shedding in Urban, Industrial Areas ..................................................................................................................... All

http://dspace.mit.edu/bitstream/handle/1721.1/59461/2010-008.pdf?sequence=1#page14
http://www.cer.ie/docs/000583/cer04101.pdf#page=4
http://prayaspune.org/peg/publications/item/151.html
http://www.forumofregulators.gov.in/Data/study/Model_Tariff_Regulations__14_11.pdf#page=22
http://www.naruc.org/International/Documents/Tariffdesign_RandyPratt.pdf#page=13
http://powermin.nic.in/whats_new/pdf/preliminary_discussion_tariff_policy.pdf
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CC4QFjAA&url=http%3A%2F%2Fwww.raponline.org%2Fdocument%2Fdownload%2Fid%2F939&ei=ebk4UqakMY3a9ATGxIDIBA&usg=AFQjCNH3earCkMBMU6gvWPA9gdHYifUvvw&sig2=SEO1UHH7hdo_m2np51rICA&bvm=bv.52164340,d.eWU
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2011/08/31/000386194_20110831050158/Rendered/PDF/629710ESW0whit0020110Final00PUBLIC0.pdf#page=10
https://www.google.com/url?q=http://www.naruc.org/International/Documents/Session3%2520Rate%2520design.ppt&sa=U&ei=ZbPFUuPHNsGGyQHp3oDICw&ved=0CAcQFjAC&client=internal-uds-cse&usg=AFQjCNGPG4-EEcXWxAz_x0PlKmO0u8Cgvw
http://www.prayaspune.org/peg/publications/item/255
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Q5. HOW DOES THE UTILITY’S PERFORMANCE AFFECT THE TARIFF?

8

 

available. 

standards is also relevant.
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LOOK FOR:

      Transparency of performance parameters presented by the utility (energy services, environmental and social impacts,  
 finances, and operations)

      Evaluation of impact of performance norms on overall tariff as well as tariff for different consumer categories

      Assessment of potential improvement in performance norms

      Clarity on performance norms and targets to be achieved by the utility

 

Q5. Analysis Highlights—Utility Performance 

Additional Resources  Page 

Distribution Network Tariffs: A Closed Question? .....................................................................................................................................................................All

Incorporating Environmental Costs in Electric Rates: Working to Ensure Affordable Compliance with Public Health and Environmental Regulations ....All

Know Your Power: A Citizen’s Primer on the Electricity Sector ............................................................................................................................. 82-88

Tariff Development II: Rate Design ........................................................................................................................................................................ 12-21

The Electricity Governance Initiative Toolkit, Benchmarking Best Practice and Promoting Accountability in the Electricity Sector ............... 78, 162-164

http://www.sciencedirect.com/science/article/pii/S0301421508000190
www.raponline.org/document/download/id/4670
http://prayaspune.org/peg/publications/item/151.html
https://www.google.com/url?q=http://www.naruc.org/International/Documents/Session3%2520Rate%2520design.ppt&sa=U&ei=ZbPFUuPHNsGGyQHp3oDICw&ved=0CAcQFjAC&client=internal-uds-cse&usg=AFQjCNGPG4-EEcXWxAz_x0PlKmO0u8Cgvw
http://electricitygovernance.wri.org/files/egi/EGI-Toolkit-2007-final_0.pdf#page=78
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Q6. HOW HAS THE TARIFF STRUCTURE BEEN DETERMINED? 

1. 

10

2. 

3. 

Multiple types of tariff structures can be applied; these are not mutually exclusive and can be applied in conjunction with one another. 
Common tariff structures include: 

      Single-part tariffs: The operator charges a single price per unit of electricity for the entire amount of electricity consumed by the 
consumer. Though simple to administer and understand, single-part tariffs do not reflect electricity companies’ cost structure, which 
may include significant fixed costs (i.e. costs which may not vary depending on electricity generation). Hence a single-part tariff may 
lead to inefficient operation of generation assets or inadequate revenues for the electricity company. 

      Multi-part/two-part tariffs: The operator charges separate prices for different elements of the service. For example, a customer may 
pay a monthly fee for access to electricity services plus a per unit charge for the electricity consumed. Multi-part tariffs can better reflect 
a utility’s costs and performance. Multi-part tariffs are also often differentiated by season and daily time of use.

      Block tariffs (increasing, decreasing): “Decreasing block tariffs” decrease in price as larger amounts of electricity are consumed 
because it is assumed that the utility’s marginal cost of producing electricity is cheaper than the average cost. Conversely, “increasing 
block tariffs” increase as larger amounts of electricity are consumed. Increasing tariffs discourage consumption and encourage 
conservation more than decreasing tariffs and also allow better targeting of subsidies for poor consumers. 

      Time-of-day tariffs (TOD, peak-load): Rates vary depending on when the service is being used. For example, the operator would 
charge higher prices during peak use hours and lower prices during off-peak hours to reflect the cost of generation. This structure 
requires sophisticated measurement of customer usage, such as metering technologies. It encourages consumers to use less power 
during peak hours. With decreasing costs of ToD meters, use of the ToD tariff structure is becoming more common. 

      Seasonal tariffs: These rates allow higher charges for electricity in summer and winter when demand for cooling or heating is higher. 
Typically they are used in climates where utilities experience significant seasonal cost differences. With traditional regulation, seasonal 
rates reduce net revenue stability for utilities by concentrating revenue into the weather-sensitive seasons.

Box 5  |  Electricity Tariff Structures



10 Questions to Ask About Electricity Tariffs

WORKING PAPER  |  April 2014  |  15

11

12

losses to the utility.

Additional Resources  Page

Electricity Network Tariff Architectures: A Comparison of Four OECD Countries ............................................................................................................... 15-17

Electricity Tariff Structure Review: International Comparisons .......................................................................................................................18-31, 32-45

Know Your Power: A Citizen’s Primer on the Electricity Sector ....................................................................................................................... 71, 92-94

Model Regulations for Multi-year Distribution Tariff ...................................................................................................................................................35

Pratt, Tariff Design................................................................................................................................................................................................ 27-35

Pricing Do’s and Don’ts: Designing Retail Rates as if Efficiency Counts ................................................................................................................... 3-5

Principles of Public Utility Rates ...................................................................................................................................................................... 287-316

Rate Design Where Advanced Metering Infrastructure Has Not Been Fully Deployed ................................................................................................. All

Rethinking Electricity Tariffs and Subsidies in Pakistan ............................................................................................................................................ 5-6

Revenue Regulation and Decoupling .................................................................................................................................................................... 27-29

Tariff Development II: Rate Design ........................................................................................................................................................................ 26-30

Tariff Setting in the Electricity Power Sector: Base Paper on Indian Case Study .................................................................................................... 23-26

Time Varying and Dynamic Rate Design ............................................................................................................................................................... 18-23

LOOK FOR:

     Clarity and simplicity of tariff structure

    Tariff structure ensures accountability and adequate recovery of revenues for utility

    Appropriateness of tariff structure to achieve tariff objectives 

 

Q6. Analysis Highlights—Tariff Structure 

http://dspace.mit.edu/bitstream/handle/1721.1/59461/2010-008.pdf?sequence=1
http://www.cer.ie/docs/000583/cer04101.pdf#page=19
http://prayaspune.org/peg/publications/item/151.html
http://www.forumofregulators.gov.in/Data/study/Model_Tariff_Regulations__14_11.pdf#page=35
http://www.naruc.org/International/Documents/Tariffdesign_RandyPratt.pdf#page=27
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CC4QFjAA&url=http%3A%2F%2Fwww.raponline.org%2Fdocument%2Fdownload%2Fid%2F939&ei=ebk4UqakMY3a9ATGxIDIBA&usg=AFQjCNH3earCkMBMU6gvWPA9gdHYifUvvw&sig2=SEO1UHH7hdo_m2np51rICA&bvm=bv.52164340,d.eWU
http://www.jstor.org/discover/10.2307/1120804?uid=41946&uid=3739584&uid=2129&uid=2&uid=70&uid=3&uid=67&uid=41944&uid=62&uid=3739256&sid=21103091867851
http://www.raponline.org/document/download/id/6516
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2011/08/31/000386194_20110831050158/Rendered/PDF/629710ESW0whit0020110Final00PUBLIC0.pdf#page=8
http://www.raponline.org/document/download/id/902
https://www.google.com/url?q=http://www.naruc.org/International/Documents/Session3%2520Rate%2520design.ppt&sa=U&ei=ZbPFUuPHNsGGyQHp3oDICw&ved=0CAcQFjAC&client=internal-uds-cse&usg=AFQjCNGPG4-EEcXWxAz_x0PlKmO0u8Cgvw
http://www.teriin.org/upfiles/pub/papers/ft15.pdf#page=23
http://www.raponline.org/document/download/id/6449
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Q7. HOW DOES THE TARIFF SUPPORT RENEWABLE ENERGY? 

National 

13
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LOOK FOR:

    Supply-side and demand-side elements of tariff that support renewable energy 

    Transparency about cost impacts of renewable energy supportive tariffs

 ¤ Overall

 ¤ By consumer category

 ¤ Availability of data that documents different cost impacts 

Q7. Analysis Highlights—Tariff For Supporting Renewable Energy 

Additional Resources  Page 

A Study of Electricity Tariff Policy for Promoting Energy Conservation and Renewable Energy Development ...................................................................20, 27

Know Your Power: A Citizen’s Primer on the Electricity Sector ........................................................................................................................................74

Revenue Regulation and Decoupling .................................................................................................................................................................... 24-30

The Economics of Wind Energy ..................................................................................................................................................................................76

http://www.efchina.org/csepupfiles/report/2006102695218562.184880057102.pdf/Pricing_IER_EN_final.pdf#page=20
http://prayaspune.org/peg/publications/item/151.html
http://www.raponline.org/document/download/id/902
http://www.windenergie.nl/sites/windenergie.nl/files/documents/the_economics_of_windenergy_ewea.pdf#page=76
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Q8.  HOW DOES THE TARIFF SUPPORT ENERGY EFFICIENCY, DEMAND-SIDE 
MANAGEMENT, AND DEMAND-RESPONSE MEASURES?

16 

17

distribution losses. 

and taxes on reduced sales.
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LOOK FOR:

      Supply-side and demand-side tariff elements that support energy efficiency, demand-side management, and demand response

      Measures to decouple utility profits or government revenue as improvements in efficiency lower energy use

      Clearly quantified and explained costs and benefits of energy efficiency and demand-side management measures covered  

in the tariff

Q8. Analysis Highlights—Tariff for Supporting Energy Efficiency, Demand-Side Management,  
 Demand Response  

Additional Resources  Page 

A Study of Electricity Tariff Policy for Promoting Energy Conservation and Renewable Energy Development ...................................................................19, 27

Cost-Effectiveness of Electricity Energy Efficiency Programs ........................................................................................................................................ 6-8

Preliminary Discussion Paper on Tariff Policy .......................................................................................................................................................... 5-6

Pricing Do’s and Don’ts: Designing Retail Rates as if Efficiency Counts. .................................................................................................................. 5-6

Quality, Social, Environmental Issues ........................................................................................................................................................................ All

Revenue Regulation and Decoupling .................................................................................................................................................................... 24-30

http://www.efchina.org/csepupfiles/report/2006102695218562.184880057102.pdf/Pricing_IER_EN_final.pdf#page=19
http://www.rff.org/documents/RFF-DP-09-48.pdf#page=9
http://powermin.nic.in/whats_new/pdf/preliminary_discussion_tariff_policy.pdf#page=5
http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CC4QFjAA&url=http%3A%2F%2Fwww.raponline.org%2Fdocument%2Fdownload%2Fid%2F939&ei=ebk4UqakMY3a9ATGxIDIBA&usg=AFQjCNH3earCkMBMU6gvWPA9gdHYifUvvw&sig2=SEO1UHH7hdo_m2np51rICA&bvm=bv.52164340,d.eWU
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Q 9.  HOW DOES THE TARIFF SUPPORT MARGINALIZED SECTORS OF SOCIETY AND 
BROADER NATIONAL GOALS?

and services such as solar lanterns.18

other users.  

 

Table 1  |  Inclining Block Rate structure in Pakistan designed to protect lifeline consumers, March 201120 

KWH/MONTH CONSUMER TARIFF (RS/KWH)

Up to 50 1.87

0-100 4.45

101-300 6.73

301-700 10.65

Above 700 13.29
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LOOK FOR:

      Analysis of adverse impacts of tariff determination on marginalized sectors

      Analysis of options and implementation of specific measures for supporting marginalized sectors

      Analysis of impacts on broader national goals (e.g. economic development, food security)

Q9. Analysis Highlights—Marginalized Sectors and National Goals   

Additional Resources  Page 
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Pratt, Tariff Design................................................................................................................................................................................................ 22-26

Pricing Do’s and Don’ts: Designing Retail Rates as if Efficiency Counts .......................................................................................................................6

Rethinking Electricity Tariffs and Subsidies in Pakistan ............................................................................................................................................ 5-6

The Electricity Governance Initiative Toolkit, Benchmarking Best Practice and Promoting Accountability in the Electricity Sector .....................146, 160

http://books.google.com/books/about/Democracy_and_regulation.html?id=aSy7AAAAIAAJ
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http://www.naruc.org/International/Documents/Tariffdesign_RandyPratt.pdf#page=22
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Q10.  WHAT ARE THE SUBSIDIES IN THE TARIFF?

 
 

 

21

22

Electricity Tariff Subsidies are policies that decrease energy prices or production costs through some form of unrequited value transfer 
to economic agents (individuals, firms, or other institutions; public or private). The financing of subsidies can take place in a number of 
ways, including explicit subsidies, implicit subsidies, and cross-subsidies.

Explicit subsidies are transfers from the government budget to the producer or consumer that is receiving the subsidy, and are 
transparently reflected in the budget.

Implicit subsidies occur where there is no immediate transfer from the government to the company to cover the shortfall in revenue 
caused by the presence of the subsidy.

Cross-subsidies are policies that reduce costs to particular types of customers or regions by increasing charges to other customers 
or regions.

Source: Bacon, R. et al. 2010. Subsidies in the Energy Sector: An Overview. World Bank Group Energy Sector Strategy.

Box 6  |  Tariff Subsidies
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LOOK FOR:

      Transparency about various subsidies and cross-subsidies embedded in tariffs

      Periodic analysis and review of beneficiaries, benefits, and outcomes of subsidies

      Specific measures to prevent excessive perverse impacts of subsidies and cross-subsidies on different stakeholders

Q10. Analysis Highlights—Subsidies and Cross-Subsidies 

Additional Resources  Page 
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Know Your Power: A Citizen’s Primer on the Electricity Sector ........................................................................................................................................88

International Survey of Low Income and Rural Development Programs for Electricity Sector .................................................................................... 1-7

Model Regulations for Multi-Year Distribution Tariff ............................................................................................................................................. 33-35

Rethinking Electricity Tariffs and Subsidies in Pakistan .......................................................................................................................................... 8-15

Pratt, Tariff Design................................................................................................................................................................................................ 22-24

The Electricity Governance Initiative Toolkit, Benchmarking Best Practice and Promoting Accountability in the Electricity Sector ......................... 84-85
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SUMMARY TABLE

QUESTIONS ANALYSIS HIGHLIGHTS: WHAT TO LOOK FOR 

Q1 What is the tariff determination process?     Clarity about institutional roles and the process of tariff determination

    Opportunity for stakeholder comments and inputs into the tariff-setting process

    Availability of appeals and consumer grievance-redress mechanisms

Q2 What are the objectives of the tariff  
determination?

    Clearly defined objectives of tariff determination

    Establishment of specific, measurable, achievable, realistic and time-bound  
(SMART) targets

    Existence of specific mechanisms for monitoring and achieving objectives

   Evaluation of long term impacts of tariff revisions

Q3 What is the tariff determination 
methodology?

    Transparency about methodology of tariff determination 

    Assessment of strengths and weaknesses of the chosen method 

    Mitigation measures to overcome weaknesses of the chosen method for achieving  
objectives of tariff determination

Q4 How are the utility’s costs considered  
in the tariff?

    Availability of adequate and reliable information about different costs of utility

    Transparency about taxes, surcharges, and other components that affect tariffs

    Clarity about the nature of costs (i.e., whether they are controllable or uncontrollable  
by the utility)

Q5 How does the utility’s performance affect 
the tariff? 

     Transparency of performance parameters presented by the utility (energy services,  
environmental and social impacts, finances, and operations)

   Evaluation of impact of performance norms on overall tariff as well as tariff for different  
 consumer categories  

   Assessment of potential improvement in performance norms

   Clarity on performance norms and targets to be achieved by the utility
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QUESTIONS ANALYSIS HIGHLIGHTS: WHAT TO LOOK FOR 

Q6 How has the tariff structure been  
determined? 

     Clarity and simplicity of tariff structure

     Tariff structure ensures accountability and adequate revenues for utility

     Appropriateness of tariff structure to achieve tariff objectives

Q7 How does the tariff support renewable 
energy? 

    Supply-side and demand-side elements of tariff that support renewable energy

    Transparency about cost impact of RE supportive tariff elements 

 ¤ Overall 

 ¤ By consumer category 

 ¤ Availability of data that documents different cost impacts

Q8 How does the tariff support energy  
efficiency, demand-side management,  
and demand-response?

    Supply-side and demand-side tariff elements that support energy efficiency, demand-side 
management, and demand response

     Measures to decouple utility profits or government revenue as improvements in efficiency 
lower energy use

    Clearly quantified and explained costs and benefits of energy efficiency and demand-side 
management measures covered in the tariff

Q9 How does the tariff support marginalized 
sectors of society and broader national 
goals?

    Analysis of adverse impacts of tariff determination on marginalized sectors

    Analysis of options and implementation of specific measures for supporting  
marginalized sectors

   Analysis of impacts on broader national goals (e.g., economic development,  
 food security)

Q10 What are the subsidies in the tariff?     Transparency about various subsidies and cross-subsidies embedded in tariffs

     Periodic analysis and review of beneficiaries, benefits, and outcomes of subsidies

    Specific measures to prevent excessive perverse impacts of subsidies and cross- 
subsidies on different stakeholders
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