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AGENDA OF THE MAYORAL COMMITTEE MEETING: 29 NOVEMBER 2017
7.

WRITING OFF OF NON-TECHNICAL WATER AND ELECTRICITY LOSSES

5/17/2

S Miller (028) 313 8019 Hermanus Administration

4 October 2017

1. Executive Summary
National Treasury issued guidelines (MFMA Circular No. 70, December 2013)
on how to deal with non-revenue water and electricity. Annexure B of Circular
No 70 provides guidance on the accounting treatment of non-technical losses
and mentions that a council resolution is required to write off the losses.

2. Service Delivery and Budget Implementation Plan - IGNITE

Directorate Finance
Department Revenue

3. Compliance with Strategic Priorities

Provision of democratic, accountable and ethical governance
Provision and maintenance of municipal services

4. Delegated Authority
None

5. Legal Requirements
Local Government: Municipal Finance Management Act, Act 56 of 2003

6. Background/Discussion/Evaluation/Conclusion
Background
National Treasury issued guidelines (MFMA Circular No. 70, December 2013)
on how to deal with non-revenue water and electricity. Annexure B of the
Circular provides guidance on the accounting treatment of non-technical
losses and mentions that a council resolution is required to write off the
losses.
Discussion
Losses occur in every water and electricity distribution system. Losses are
divided into technical losses and non-technical losses. Technical losses are
authorised, unmetered uses or unavoidable internal system losses whereas

non-technical losses are unauthorised, unmetered uses and avoidable system
losses.
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In the case of electricity:

e technical losses are caused by the physical properties of the
components of the power system. The most obvious example is the
power lost in the distribution lines and transformers due to unavoidable
internal electrical resistance,

o non-technical losses are caused by illegal connections, inaccurate
meters, incorrect meter readings, incorrect billing, etc.

In the case of water:

e technical losses are caused by unmetered, authorised water uses such
as fire fighting, cleaning of reservoirs, flushing of pipelines and losses
associated with the water treatment process (i.e. backwashing of filters),

o non-technical losses are caused by leaks, pipe bursts, illegal
connections, inaccurate meters, incorrect meter readings, incorrect
billing, etc.

Evaluation
Electricity (refer to Annexure A for details)
The Municipality purchased 245 751 617 kWh of energy from Eskom during
the period under review (1 July 2016 to 30 June 2017) at a total cost of
R168 826 514. The unit cost of electricity is therefore R0.6870 per kWh.
During the same period, the Municipality sold 227 638 533 kWh of energy to
its customers. This equated to a total loss of 18 113 084 kWh (7.37%). The
National Treasury norm for electricity losses is between 7% and 10%.
The technical losses were calculated for the different supply areas as follows:
Gansbaai 4.9%
Kleinmond 3.8% t0 4.1%
Hermanus and Hawston  6.6% to 9.6%

Based on the calculations above, it is estimated that the technical electrical
losses for the entire system is 5.0%.

The non-technical losses are therefore 2.37% or 5 825 503 kWh. At a unit
cost of R0.687/kWh this equates to an amount of R4 002 006.

Water (refer to Annexure B for details)

The Municipality produced 7 556 272 kl of potable water during the period
under review (1 July 2016 to 30 June 2017).
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During the same period, the Municipality sold 5 947 239 kl of potable water to
its customers. This equated to a total loss of 1 609 033 kil (21.29%). The
National Treasury norm for water losses is between 15% and 30%.

The technical water losses were calculated to be 164 841 kl (2.18%).

The non-technical losses are therefore 19.1% or 1444 192 kl and this
equates to an amount of R2 210 719.

Financial Implications
None (Disclosed in the notes to the Annual Financial Statements)
Staff Implications

None

9. Comments from other Departments, Divisions and Administrations

None

10.Annexures

Annexure A: Details of Electrical Losses
Annexure B: Details of Water Losses

RECOMMENDATION TO THE COUNCIL:

1. that the non-technical electricity losses to the value of R4 002 006 for the
2016/17 financial year be written off; and
2. that the non-technical water losses to the value of R2 210 719 for the
2016/17 financial year be written off.
RESPONSIBLE OFFICIAL : BA KING

TARGET DATE FOR IMPLEMENTATION : 30 NOVEMBER 2017
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Electricity : Value of kWh Units purchased from ESKOM July 2016 to June 2017
Kleinmond Hawston Hermanus Stanford Gansbaai Total
R R R R R R

July 361 568.81 136 929.56 2364 851.68 468 141.16 1132716.88 4 464 208.09
692 878.89 27853488 4199 112.55 1866651.82 7037 178.14
920 297.81 409 180.01 5495882.92 2489 029.56 9 314 390.30
August 388147.53 152211.58 2204696.08 492760.58 1085734.93 4 323550.70
706 572.24 27476349 4163 319.94 1872 356.11 7017 011.78
976 450.65 397 020.29 5533 144.66 2 548 865.81 9 455 481.41
September 534 499.55 169708.96 1826739.08 385558.73 869461.43 3785 967.75
981385.08 28590862 1763361.84 893795.35 3924 450.89
1028964.25 272129.30 2926 540.97 1361661.87 5589 296.39
October 2904 863.92 11544429 169162480 351 710.21 804 465.11 3 258 108.33
31825490 13229275 1934 807.95 1022 967.55 3408 323.15
475611.84 186 276.35 2841 304.19 1319321.98 4822514.36
November 298 815.05 115988.45 175391477 36284140 79349158  3325051.25
283764.56 118609.99 1762529.08 880 230.55 3045134.18
476 667.51 187 934.44 2905 693.18 1286612.64 4856 907.77
December 316 567.49 106673.22 1668 176.73 365 175.51 811493.96 3268 086.91
401 269.81 147 381.80 2 190 963.66 1142 905.31 3 882 520.58
565 682.34 189866.78 3020 601.07 1420 804.28 5186 954.47
January 295411.77 107 461.78 1707 764.28 384602.29 794 046.81 3 289 286.93
348 531.63 13755111 2065617.75 105005770 3601 758.19
508 779.50 186 008.46 2981 103.96 1356 962.45 5032 854.37
February 270379.62 103151.88 1617 158.03 376864.45 748380.04 3 115034.02
285145.07 11779955 173974238 890 355.94 303304294
451478.01  171304.59 2743121.28 1250 806.11 4616 709.99
March 306 663.83 119909.15 1766 730.26 338266.09 898654.07 3430 223.40
312948.23 127 277.96 1858 929.56 102163494 3320 790.69
504 035.01 19188290 2973830.57 1478 957.04 5148 705.52
April 254 377.72 98 855.80 1417818.23 195080.11 706 051.09 2672 182.95
388 391.04 15247227 222163129 78920.29 1202337.52 4043 752.41
438519.84 16579770 2505336.44 107471.25 122177353 4438 898.76
May 326 659.29 131804.97 1841909.12 106212.07 934 306.50 3 340 891.95
30192464 12561845 1819334.37 104531.47 1019933.15 3371 342.08
505 321.75 199062.49 296416261 172139.35 1494996.53 5 335682.73
June 361883.27 146562.66 2151533.72 261201.88 1134947.04 4056 128.57
720081.82 273847.03 4119376.33 13222226 196262693 7208 154.37
1023836.10 416 311.54 5478459.11 221840.16 2664 590.70 9 805 037.61
Value of kWh 17 616 630.37 6 649 535.05 94 220 824.44 4 905 539.26 45 433 984.81 168 826 513.93
kWh purchased 24 475150.60 9 293 849.22 137 637 730.75 7 906 082.07 66 438 804.69 245 751 617.33
Unit Cost R/kWh 0.7198 0.7155 0.6846 0.6205 0.6838 0.6870

18 113 084.33
12 287 580.87
5 825 503.46

kWh lost in Distribution 1 July 2016 to 30 June 2017
Less : 5 % Non-Revenue Technical losses (245 751 617.33 kWh x 5 %)
Non-Technical Losses to be written off at cost price (MFMA Circular No 70)

Nett Electricity Distribution Loss 2016/17 (Jul 2016 - Jun 2017) 2.37%

4 002 005.98
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