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5% BT Uz,

Electricity grid component and total electricity tariffs for households by country, 2021

H B8 Electricity Grids and Secure Energy
Belgium - . . Transitions (IEA, October 2023)
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88 : Electricity Grids and Secure Energy
Transitions (IEA, October 2023)

The electricity grid tariff paid by consumers spans a wide range in countries
around the world, from as low as USD 12/MWh in Korea up to well over
USD 100/MWh in several countries in Europe. Of the total residential electricity
tariff, the portion attributable to electricity grids represents 20-30% in most cases,
with some exceptions due to the particularities of certain countries. In places, the
generation mix and/or higher costs of transmission and distribution can bring this
share near to 50% (e.g. Peru, Australia and the United States). It is worth
highlighting that in most cases the distribution segment accounts for around two-
thirds of the T&D share.

Another relevant aspect to take into account when setting an adequate tariff

relates to the point in time that investment is recognised, because the NRA can

set the rules to pay the system operator ex ante (based on planned expenditure,

as designed by the DSO and TSO and then approved by regulator) rather than ex

post (based on actual expenses remunerated after investment plan
implementation). The latter approach could encourage the operator to extend the
operation of grid assets beyond their useful life, with the risk of postponing new

investment_and_worsening grid_conditions. The first approach, recognising

investment in advance instead, allows for a timely and predictable remuneration

procedure, helping the operator’s financial management and avoiding the deferral

of Investment over time. This approach requires monitoring, audits and controls

on the part of the regulator, but ensures DSOs receive stable and predictable
remuneration, while encouraging them to enhance their financing planning. This
is particularly relevant for countries such as India, Indonesia and Korea where the

financial health of utilities is a central challenge.
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