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The Energy Regulation Board (ERB) received an application from ZESCO Limited (ZESCO)
for the approval of an emergency tariff following the ERB'’s declaration of a state of emergency
based on ZESCO’s inability to meet the national electricity demand. In its application, ZESCO
sought to adjust tariffs on its Residential, Commercial and Maximum Demand customer

categories during the period of emergency.

The application proposed -
{i) restructuring the Residential tariff structure and increasing the cost for consumption
above 200 units;
(i) reduction of tariffs for Commercial customers consuming below 100 units;
(iii) increase in tariffs for Commercial customers consuming above 500 units; and
(iv) increase in tariffs for 30% of the monthly electricity consumed by Maximum Demand

customers.

The aim of the application of an emergency tariff was to raise US$14 million monthly from
retail customers to support the procurement of 300MW to replace the power that will be
lost when Maamba Energy undertakes its scheduled maintenance, and Kariba North Bank
Power Station shuts down in September 2024. The tariff increment was further proposed to
promote energy efficiency among consumers, compelling them to switch to other alternative
sources of energy such as Liquefied Petroleum Gas (LPG) and solar, in order to channel the

power saved to productive sectors of the economy.

In keeping with the ERB’s mission to be responsive to stakeholders’ needs and to ensure

transparency with regards the emergency situation and the efforts to manage the energy crisis,



the ERB called for a public consultation meeting on Wednesday 21% August, 2024. The
meeting not only enabled ZESCO the opportunity to present its application, but also accorded
consumers the opportunity to pose their questions to, and receive feedback directly from

ZESCO.

The ERB’s review of the application has taken into account the need of consumers for
affordability of power, Government’s desire for security of supply which has linkages to
Manufacturing, Agriculture, Gross Domestic Product (GDP) growth and social welfare, as well
as the need to support ZESCO to import emergency power that will mitigate the power

deficit while protecting the financial sustainability of the Utility.

As ZESCO is the major supplier of power in the country, it is impossible to ignore the
devastating effect that the drought situation has had on the Utility’s generation capacity and
consequently its revenue generation. It is imperative that ZESCO is supported to enable it to

import emergency power that will mitigate the power deficit.

It is noted, however, that despite the proposed increase in tariffs, the Utility does not intend
to reduce the hours of loadshedding. This is of particular concern as the lack of stable and
reliable electricity has been detrimental to business operations. Therefore, increased tariffs
will inevitably increase the cost of production, which cost will then be passed onto the
consumers, increasing their cost of living and ultimately worsening the current state of affairs.
On a national level, an increase in electricity tariffs will undoubtedly cause inflationary pressure

due to the importance of energy in economic activity and growth.

In this regard, the ERB after consideration of the merits and demerits of the application, has
resolved to REJECT ZESCO’s application for the emergency tariffs on account of its
unintended consequences. However, the ERB will work with ZESCO and the Government to
explore alternative measures to mitigate the situation and source financing to support the

importation of electricity.
Summary of reasons for the rejection of ZESCO’s Application

The Board has rejected ZESCO’s application for Emergency Tariffs primarily for the following

reascns:

i. Need for extra interventions to assist ZESCO: While imports are the most

prudent and quickest solution to the problem, it is highly unlikely that ZESCO will



raise sufficient revenue from the emergency tariffs to meet the monthly requirement
for imports. The projected monthly requirement may not be raised due to suppressed
demand from both retail and non-retail consumers. ZESCO, therefore, wili still require

extra intervention beyond the proposed emergency tariff measures,

ii. Inflationary pressure and increase in cost of production: The proposed tariff
increases would also cause inflationary pressures and increased costs of production.
This will invariably lead to higher operational costs, potential job losses and reduced
economic activities. There will be subsequent increases in the price of goods and
services which are likely to be sticky upwards and may not revert to the old levels.
These inflationary pressures are also bound to indirectly affect those categories who
were intended to be given life-line relief such as RI, R2 and CI. For affected
households, the increased tariffs will push many into energy poverty by forcing them
to allocate a larger portion of their income to electricity bills at the expense of other

essential needs like food, education and health care.

iti. Slow switch to alternative electricity solutions for low-income households:
There is a risk of failure or delay by ZESCO to set up the proposed diesel generation
facilities, especially in areas that are not conducive to allow set up. In addition, solar
solutions have a high startup cost requirement and resources are not always
immediately available. This is true for both ZESCO and households. The uptake of
alternative sources of energy is slow and therefore most low-income households will

likely not be able to switch to these sources in the short term.

iv. No guarantee of imports: The proposed imports from the region may be
constrained by lack of availability, and transmission constraints. This will require
ZESCO to make upfront payments which may not be supported by revenue from

domestic customers.

In view of the foregoing, and as has been indicated, the ERB will continue to work with the
Government and ZESCO to explore alternative measures to mitigate the situation and source
financing to support the importation of electricity during this period. The ERB wishes to

assure that funds obtained for the importation of energy for domestic customers during this



period will be ring fenced. This is in an effort to ensure transparency in the utilisation of any

emergency funds obtained during this period.

In addition, ZESCO has been directed to continuously explore austerity measures to enable
it to operate efficiently and effectively, and submit progress reports to the ERB on a quarterly
basis. ZESCO will be required to provide monthly updates to the ERB on power importation

plans and investments into alternative energy sources.

The ERB has also directed ZESCO to heighten sensitisation on energy conservation measures
to encourage consumers to switch to alternative energy sources like solar and gas for cooking

and to foster an energy-conscious culture to promote efficient power utilisation.
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