Chapter 19: Energy Law and Policy in Namibia

Detlof von Oertzen

1 Introduction to Namibia’s Energy Industry

Namibia’s energy industry comprises of formalised and regulated downstream liquid
fuels and electricity subsectors, as well as upstream oil and gas subsectors. Less de-
veloped downstream gas and thermal energy subsectors exist as well. The electricity
and thermal energy sectors are increasingly benefitting from the country’s considera-
ble renewable energy endowments. !

1.1  The Liquid Fuels Sector

Namibia imports all liquid fuels. The liquid fuels sector comprises of the upstream (i.e.
exploration), midstream (i.e. storage and transportation) and downstream (i.e. distri-
bution and supply) subsectors. Downstream, the liquid fuels sector is dominated by
large multi-national entities, noting that the state-owned National Petroleum Corpora-
tion of Namibia (Namcor) is gradually increasing its share in the liquid fuels distribu-
tion business.?

1.2 The Electricity Sector

The electricity sector has a well-developed legal and regulatory framework that is im-
plemented by the country’s electricity regulatory authority, i.e. the Electricity Control
Board.?

The state-owned electricity utility NamPower owns and operates the country’s
transmission networks, which connects various regional markets to Namibia and facil-
itates the active trade of electricity.* In mid-2020, NamPower’s total installed generat-
ing capacity amounts to 489.5 MW, as well as an interconnection capacity to regional
suppliers of 300 MW.3

von Oertzen (2019).

See http://namcor.com.na, accessed 1 July 2020.

See https://www.ecb.org.na/, accessed 1 July 2020.

See https://www.nampower.com.na/, accessed 1 July 2020.
See https://bit.ly/3313gRg, accessed 15 February 2022.
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Three Regional Electricity Distribution companies (REDs), local and regional author-
ities and other entities distribute and supply electricity to end-users. Since 2015, Inde-
pendent Power Producers commenced operations, and more are to enter the electricity
sector in future.® Chapter 20 summarises the key features that characterise the coun-
try’s electricity sector.

1.3 The Upstream Oil and Gas Sectors

Over the past years, upstream oil and gas exploration have resulted in considerable
geological data and information.” However, in mid-2020, the only commercially ex-
ploitable discovery remains the Kudu gas field, located some 170 km off the country’s
south-western coast.®

1.4  The Renewable Energy Sector

Namibia’s indigenous renewable energy resources, including solar, wind and biomass
(specifically in the form of encroacher bush species) are available in abundance.’ In
addition, the Kunene River on the northern border with Angola, and to a lesser degree
the Okavango River and the Orange River that forms the country’s southern border
with South Africa, offer additional hydropower potentials.!” Regional imports, in ad-
dition to hydropower from Ruacana in the Kunene River and solar photovoltaic gen-
eration, and some minor wind power, feed the country’s electricity sector.!' The use
of biomass as required to meet select thermal energy requirements of domestic end-
users, for charcoal production, power production,'? as animal fodder and the replace-
ment of liquid fossil fuels, is steadily increasing.'3

Intermittent renewable energies, i.e. those that are non-continuous or only occur at
certain times of the day or in a given year, are already in use and are expected to further
contribute to the country’s electricity supply side.'* Examples include the hydropower
resources in the country’s perennial yet highly variable rivers, most notably the

von Oertzen (2019).

See http://www.mme.gov.na/petroleum/upstream/, accessed 1 July 2020.
von Oertzen (2009).

von Oertzen (2015).

10 von Oertzen (2019).

11 von Oertzen (2014c).

12 Hager et al. (2007).

13 von Oertzen (2014a).

14 von Oertzen (2018b).
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Kunene River, as well as the solar and wind resources, all of which are not permanently
available to generate electricity.'

2 Energy-related Regional and International Developments
2.1 Energy Security

Energy is the foundation of many of the most important economic activities and is a
prerequisite for national development. Energy consumption data gathered over the past
decades show that a steady increase of energy supplies is needed to sustain growing
populations and secure lifestyles. This realisation implies that energy security is essen-
tial and of critical importance to all nations.'®

The International Energy Agency (IEA) defines energy security as “the uninter-
rupted availability of energy sources at an affordable price”.!” The IEA further states
that energy security has long-term implications that relate to “timely investments to
supply energy in line with economic developments and environmental needs. On the
other hand, short-term energy security focuses on the ability of the energy system to
react promptly to sudden changes in the supply-demand balance”.'®

Energy security plays an important role at the crossroads of national security, eco-
nomic security and environmental security. For this reason, energy security is high on
the agenda of most national and international actors and entities and is considered to
be one of the principal means to overcome poverty and establish a more sustainable
economic future for all.

The need for energy security and the near-continuous growth of energy over the
past decades is associated with a variety of manifestations and impacts. Increasingly,
there is consensus on the negative impacts associated with an ever-expanding energy
industry. The negative impacts associated with the exploitation and degradation of
ecosystem services, especially those derived from the land, water and air, and the en-
ergy sector’s growing footprint on the global environment, is a major international
challenge. Indeed, the scale, scope and use of finite resources associated with the en-
ergy industry are increasingly affecting the availability of arable land, potable water,
and fresh air, and their long-term productive potentials. Of particular concern is the
unfettered consumption of fossil fuels and its multitude of negative environmental im-
pacts, including those associated with global particulate and gaseous emissions, the
degradation of land, displacement of people and many others.

15  von Oertzen (2015).

16  See Ruppel / Althusmann (2016).

17  International Energy Agency, see http://www.iea.org/topics/energysecurity/, accessed 22 Au-
gust 2020.

18  Ibid.
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2.2 Energy and Climate Change

In light of the adverse impacts on the environment brought about by the energy indus-
try, including energy-related carbon dioxide, methane and particulate emissions from
the use of fossil fuels, it is broadly acknowledged that future energy supplies must be
substantially decarbonised. Indeed, the international debate about climate change now
places the fundamental link between establishing clean energy supplies and economic
development into centre-stage.'®

There is broad consensus that climate change is one of the most significant chal-
lenges of the 21 century. Climate change poses risks to man-made and natural sys-
tems, imposing pressure on ecosystems and ecosystem services that all life depends
on.?® The risks and impacts associated with climate change can be reduced in parts by
advancing adaptation and mitigation measures.

Energy technologies play a particularly important role in mitigating climate change.
Greenhouse gas (GHG) emissions resulting from the provision of energy services are
significantly contributing to the steady increase of atmospheric GHG concentrations.
Indeed, global anthropogenic GHG emissions are significantly attributable to the use
of fossil fuels. Options for lowering GHG emissions from the use of energy, while
continuing to satisfy the global demand for energy, include the deployment of energy
efficiency measures and technologies, switching from fossil fuelled energy systems to
clean energy systems, by carbon capture and storage and the use of low-GHG emitting
energy supplies powered by renewable energies. The nexus between climate change
and energy security has been a focus of Intergovernmental Panel on Climate Change
(IPCC), suggesting that?!

most climate policies intersect with other societal goals, either positively or negatively, creating
the possibility of ‘co-benefits’ or ‘adverse side-effects’. Since the publication of AR4 a substan-
tial literature has emerged looking at how countries that engage in mitigation also address other
goals, such as local environmental protection or energy security, as a ‘co-benefit” and conversely.
This multi-objective perspective is important because it helps to identify areas where political,
administrative, stakeholder, and other support for policies that advance multiple goals will be
robust. Moreover, in many societies the presence of multiple objectives may make it easier for
governments to sustain the political support needed for mitigation. Measuring the net effect on
social welfare requires examining the interaction between climate policies and pre-existing other
policies.

The driving forces towards the formulation and enactment of climate policy are not
singularly based on the concern about climate change. This can be seen from the efforts
of many governments that address the issue of climate change in the context of other
national objectives, such as the alleviation of poverty, national development and the
achievement of energy security. A common strategy for countries wanting to reduce

19 Ruppel (2011b).
20 Adger et al. (2014:760).
21  Stocker et al. (2013).
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their dependence on fossil fuels is to bolster their climate-related efforts by promoting
renewable energy supply systems and the uptake of energy efficiency technologies. In
Namibia too, an overview of how this effort could be structured has been the topic of
intense debate.?

Most international actors recognise that the deployment of renewable energies is an
important means to mitigate the impacts of climate change.?* While fossil fuels remain
the principal ingredient used by the global economy’s engine today,?* renewable en-
ergy systems are increasingly recognised to be the guarantors to future-proof energy
supplies while also limiting global climate change. Of note are renewable energy sup-
ply systems utilising wind power, solar energy, hydropower, geothermal energy, bio-
mass and wave energy, all of which can contribute to mitigate climate change.

The IPCC’s views on the deployment of renewable energy supplies include the fol-
lowing:?

On a global basis, it is estimated that renewable energies (RE) accounted for 12.9% of the total
492 EJ of primary energy supply in 2008. The largest RE contributor was biomass (10.2%), with
the majority (roughly 60%) of the biomass fuel used in traditional cooking and heating applica-
tions in developing countries but with rapidly increasing use of modern biomass as well. Hydro-
power represented 2.3%, whereas other RE sources accounted for 0.4%. In 2008, RE contributed
approximately 19% of global electricity supply (16% hydropower, 3% other RE), biofuels con-
tributed 2% of global road transport fuel supply, and traditional biomass (17%), modern biomass
(8%), solar thermal and geothermal energy (2%) together fuelled 27% of the total global demand
for heat. The contribution of RE to primary energy supply varies substantially by country and
region. Scenarios of future low greenhouse gas futures consider RE and RE in combination with
nuclear, and coal and natural gas with carbon capture and storage.

While the RE share of global energy consumption is still relatively small, deployment of RE has
been increasing rapidly in recent years. Of the approximately 300 GW of new electricity gener-
ating capacity added globally over the two-year period from 2008 to 2009, 140 GW came from
RE additions. Collectively, developing countries hosted 53% of global RE power generation ca-
pacity in 2009. Under most conditions, increasing the share of RE in the energy mix will require
policies to stimulate changes in the energy system. Government policy, the declining cost of
many RE technologies, changes in the prices of fossil fuels and other factors have supported the
continuing increase in the use of RE. These developments suggest the possibility that RE could
play a much more prominent role in both developed and developing countries over the coming
decades.

22 von Oertzen (2014b); von Oertzen (2015).

23 UNFCCC (2014); Former Executive Secretary of the UNFCCC, Christiana Figueres, on the
occasion of the Investor Summit on Climate Risk in January 2014, urging investors to consider
green investments.

24 REN21 (2020).

25 IPCC (2011:9).
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2.3 International Regulatory Framework

Energy security is critical to keep economies competitive, to enhance sustainable de-
velopment, to power national development and reduce poverty. In light of these im-
peratives it is surprising to note that a global energy security system does not exist.
This is likely a reflection of many of the disjoint international efforts on a variety of
topics, including sustainable development, environmental protection, trade, invest-
ment and many others. The global energy governance regime is fragmented, and many
of its intrinsic components are separately and individually managed, often in a dis-
jointed manner. Many instances of inter-state cooperation interrelate and create a nor-
mative patchwork of practices, with adverse implications for the global energy econ-
omy and associated energy security. Often, this is directly attributable to the singular
pursuit of national interests, as well as the plurality of institutions and agreements.?

Many international organisations are operating in the energy arena, including the
International Energy Agency (IEA), the Organization of the Petroleum Exporting
Countries (OPEC), the Gas Exporting Countries Forum (GECF), the International
Energy Forum (IEF), the World Trade Organization (WTO), and the International Re-
newable Energy Agency (IRENA).

A large number of international agreements promote the accelerated deployment
and uptake of renewable energy supplies that form an important ingredient of design-
ing a sustainable energy framework for the future. Among them are the Sustainable
Development Goals (SDGs) and the United Nations Sustainable Energy for All Initia-
tive. The latter aims to ensure universal access to modern energy services (over one
billion people worldwide lack access to electricity), to double energy efficiency (global
energy-related carbon dioxide emissions could rise 20% by 2035; equipment mainte-
nance, thermostat settings, and upgrades to reduce emissions by up to 50%), and to
double the renewable energy share in the overall global energy mix by 2030 (global
energy demand will grow up to 33% from 2010 to 2035).%’

Relevant legal instruments include the UN Charter, setting out a foundation for in-
ternational agreements of relevance to energy-related matters by providing, for exam-
ple, for the preservation of sovereignty over domestic matters, including the manage-
ment of natural resources and especially of energy-related resources.?® In addition,
there are many other international agreements, such as the Energy Charter Treaty (i.e.
a multilateral framework for energy cooperation)® and the legal regime put forward
by the World Trade Organisation.>

26 Ibid.

27  Sustainable Energy for All; see http://www.se4all.org, accessed 25 August 2020.

28  See http://www.energycharter.org/, accessed 25 August 2020.

29  See https://www.energycharter.org/process/energy-charter-treaty-1994/energy-charter-treaty/,
accessed 20 August 2020.

30 Bougette et al. (2014).
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The United Nations Framework Convention on Climate Change (UNFCCC) aims to
prevent dangerous human interference with the world’s climate system, thus working
at the coalface between climate change and energy.’! The UNFCCC, as adopted in
1992, recognises that for developing countries to progress towards sustainable social
and economic development,*
their energy consumption will need to grow taking into account the possibilities for achieving
greater energy efficiency and for controlling greenhouse gas emissions in general, including
through the application of new technologies on terms which make such an application economi-
cally and socially beneficial.
Within the framework of the Kyoto Protocol, the enhancement of energy efficiency
has been stipulated as a means for countries to achieve tangible limitations and a steady
reduction of national GHG emissions. Amongst others, this highlights the need for
further research, promotion, development and the increased use of renewable ener-
gies.3* Today, many of the activities advanced by the UNFCCC are intimately related
to renewable energies and the upscaling of the deployment of renewable energy and
energy efficient technologies to address climate change mitigation.>*

In this context it is of importance to mention the global SDGs that were adopted by
193 United Nations members in September 2015. Goal 7 of the seventeen individual
SDGs addresses the topic of energy. The pronouncement of Goal 7 states: “Ensure
access to affordable, reliable, sustainable, and modern energy for all”, and proposing
the following energy-related targets:>’

7.1 By 2030, ensure universal access to affordable, reliable and modern energy services
7.2 By 2030, increase substantially the share of renewable energy in the global energy mix
7.3 By 2030, double the global rate of improvement in energy efficiency

7.a By 2030, enhance international cooperation to facilitate access to clean energy research and
technology, including renewable energy, energy efficiency and advanced and cleaner fos-
sil-fuel technology, and promote investment in energy infrastructure and clean energy tech-
nology

7.b By 2030, expand infrastructure and upgrade technology for supplying modern and sustain-
able energy services for all in developing countries, in particular least developed countries,
small island developing States, and land-locked developing countries, in accordance with
their respective programmes of support.

31  United Nations Framework Convention on Climate Change; see https://unfccc.int/process-and-
meetings/the-convention/what-is-the-united-nations-framework-convention-on-climate-
change, accessed 20 August 2020.

32 Preamble of the UNFCCC.

33 Kyoto Protocol, Article 2; see https://unfccc.int/kyoto_protocol, accessed 20 August 2020.

34 IPCC; https://www.ipcc.ch/reports/, accessed 20 August 2020.

35  See https://www.un.org/sustainabledevelopment/energy/, accessed 20 August 2020.
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2.4  Regional Regulatory Framework — the SADC Region

The Southern African Development Community (SADC) recognises that energy-re-
lated challenges cannot be resolved by national government alone and require a re-
gional emphasis as well. Regional integration is a key driver to further expand oppor-
tunities for renewable energies as well as energy efficient technologies.

The SADC region’s main energy-related challenges include:*®

e  32% of rural areas in the region have access to energy;

e some 50% of the region’s residents have access to electricity;

e clectricity shortages continue to strain the region, and power projects in-
tended to address these shortages lag behind their implementation deadlines,
often due to a lack of funding;

e the migration to cost reflective tariffs is slow;

e an absence of regulatory frameworks required to attract international invest-
ments and promote financing in the energy sector;

e coal-fired electricity provides some 62% of the total electricity requirement
in Southern Africa, thereby being a contributing factor to global warming;

e Infrastructure development efforts remain weak, and foreign commitments
continue to inhibit the use of the region’s considerable fossil fuel resources;
and

e pricing and infrastructure hurdles such as grid connections, manufacturing,
and quality testing impede development of the region’s renewable energy po-
tential.

Adverse environmental and health impacts due to the continued use of fossil fuels are
widespread. On the other hand, the region is abundantly endowed with renewable en-
ergy resources, but these are not yet a major contributor to the total electricity needs,
except for hydropower that accounts for about one-fifth of the SADC’s total energy
generation.’’

The African Development Bank suggests that the SADC region has the potential to
become a “gold mine” for renewable energy, due to abundant solar and wind re-
sources.*® However, the presence of a resource does not imply that it is put to use, and
to date, many challenges remain:’

e  High upfront costs of most renewable energy systems;

36  Southern African Development Community; see https://www.sadc.int/themes/infrastructure/,
accessed 25 August 2020.

37 Ibid.

38 Ngwawi (2015).

39  See http://www.sadc.int/themes/infrastructure/en/hydropower/, accessed 25 August 2020.
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e high percentage of imported renewable energy equipment, implying that

these technologies remain critically exposed to the whims of foreign currency

fluctuations;

limited local manufacturing capacity for renewable energy technologies exist;

limited capacity to connect intermittent renewable energy projects to the grid,

lack of appropriate renewable energy testing facilities and limited standards;

research, development, and the production of renewable energy technologies

do not yet benefit from targeted localisation strategies;

e guidelines for assessing the impacts and benefits of incentives targeting re-
newable energy projects remain absent;

e the procurement of renewable energy systems remains largely non-standard-
ised; and

e reliable data on the uptake and use of renewable energy technologies is
scarce, further inhibiting progress and fact-based decision-making.

SADC has emphasised the need to enhance energy security, amongst others by devel-
oping and implementing targeted renewable energy policies based on the SADC’s le-
gal and institutional frameworks. Generally, the implementation of energy-related pol-
icies has been slow. However, some advances have been made, particularly in the elec-
tricity sector. To date, nine member states are interconnected to the Southern African
Power Pool, thereby contributing to the gradual establishment of a more competitive
common market for electricity across the region.*’ In addition, SADC has established
the Regional Electricity Regulatory Association of Southern Africa that aims to further
harmonise the region’s electricity-related policies and regulatory frameworks.*!

2.4.1  Regional Indicative Strategic Development Plan

The SADC Regional Indicative Strategic Development Plan (RISDP) was originally
adopted in 2003, setting infrastructure development targets (including for energy) for
the period from 2004 to 2018. RISDP envisaged six energy related targets, including
that 70% of rural communities within southern Africa should have access to modern
forms of energy supplies by 2018.4

Between 2014 and 2015, a task force comprising the SADC Secretariat, all member
states and key stakeholders developed and finalised the Revised RISDP 2015-2020
and its Implementation Framework and Indicative Costs. In 2015, the SADC Summit

40  Southern African Power Pool; see http://www.sapp.co.zw, accessed 25 August 2020.

41 Regional Electricity Regulatory Association of Southern Africa; see http://icer-regula-
tors.net/icer-members/regional-electricty-regulators-association-of-southern-africa/, accessed
22 August 2020.

42 SADC (2003:68).
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approved the Revised RISDP and Implementation Framework for the period between
2015 and 2020.%3

2.4.2  Regional Energy Access Strategy and Action Plan

In 2010, the Regional Energy Access Strategy and Action Plan (REASAP)* was ap-
proved, setting goals for improving access to modern forms of energy. The REASAP
envisages the development of a Renewable Energy and Action Plan (RESAP), sug-
gesting a number of targets for renewable energy for the period 2020-2030, including
for 175 MW of biomass power and 500 MW of solar power by 2020.*° In mid-2020 it
must be noted that these targets were not met.

The SADC Renewable Energy Strategy and Action Plan 2015 to 2020 (RESAP I)
aimed to encourage the region to achieve a renewable energy mix of at least 32% by
2020, which should rise to 35% by 2030.4 It is noted that the targets fell short of those
that select SADC countries had set for themselves. In 2015, the establishment of the
SADC Centre for Renewable Energy and Energy Efficiency (SACREEE) was ap-
proved by SADC energy ministers, and the Centre has since been operationalised with
Namibia being the host country.

2.4.3  SADC Energy Sector Plan

In 2012, the Energy Sector Plan*’ was developed as part of the SADC Regional Infra-
structure Development Master Plan (RIDMP). The RIDMP aims to lay down regional
infrastructure requirements and conditions to facilitate the realisation of key infrastruc-
ture developments in the energy, water, transport, tourism, meteorology and telecom-
munications sectors by 2027. The RIDMP proposes that “additional capacity beyond
2027 should be based on a combination of hydro, wind and solar. Apart from hydro-
power, SADC estimates that the major renewable energy capacity addition will be
from wind energy, followed by solar PV, CSP and biomass.”*

43 See http://www.gov.za/speeches/34th-meeting-sadc-energy-ministers-24-jul-2015-0000, ac-
cessed 21 August 2020.

44 See http://www.sadc.int/files/5713/5791/7436/EUEI_PDF_SADC_Regional_Energy_Access_
Strategy Mar 2010_EN.pdf, accessed 25 August 2020.

45 REN21 (2020).

46  See https://www.sadc.int/themes/infrastructure/, accessed 25 August 2020.

47  See http://www.sadc.int/files/5413/5293/3528/Regional_Infrastructure_Development_Master
Plan_Energy_Sector_Plan.pdf, accessed 25 August 2020.

48  REN21 (2020).
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2.5  Support Mechanisms for the Deployment of Renewable Energies

Many countries have established support mechanisms for the further development of
their renewable energy resources. However, a common characteristic is that their suc-
cess remains critically dependent on the political will to implement these, and the sus-
tained commitment to provide tangible support to such endeavours.*

A variety of approaches are used to support the deployment and use of renewable
energy systems. Amongst others, the following main support mechanisms are currently
favoured:

e Targeted legislation and associated regulatory support mechanisms;

e support funding, tariffs and tax incentives. Financial support to renewables
may include capital grants, subsidies for preferential purchase prices, targeted
low-interest loans and others. Tariff mechanisms include preferential feed-in
tariffs,>® premiums on electricity prices and tariff-related premiums applied
as part of the bidding process;

e power purchase agreements with supporting clauses for renewables;

e capacity-driven approaches, including bidding processes and quota sys-
tems;’!

e reserving specific market shares for renewables by declaring (voluntary or
mandatory) renewable energy targets;

e removing subsidies from non-renewable fuels, payments by polluters and the
institution of emission caps; as well as

e various indirect support measures, including research funding, training and
others.

A selection of these support measures is further elaborated below.

2.5.1  Targeted Legislation and Regulatory Support

Legislation and regulatory effort are required to ensure that relevant renewable energy
support mechanisms are in place. These must be developed with due care and necessi-
tate a special focus to ensure that measures do not undermine the viability of electricity
supply industry actors while ensuring that end-user electricity prices are not adversely
affected.

49 Lidemann (2012:315).
50 UNEP (2012:14).
51 Ibid:10.
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252 Feed-in Tariffs

Feed-in tariffs are a common support mechanism used in many developing countries.*?
They are a tariff-based incentive that obliges entities to procure electricity at a fixed
purchase price for a fixed term.>* These tariffs are usually based on the specific cost of
supply, thereby taking the technology used to generate the supplies into account and
may also include components such as technology-related incentives and consumer in-
centives.>*

Feed-in tariffs are used to set the price at which electricity exporters sell their out-
puts. A criticism of such tariffs is that the fixed price level is not determined by market
forces but is essentially established and guaranteed by law. This constitutes a deliber-
ate interference with the market and may lead to the promotion of supply systems that
would possibly not be competitive. Despite such reservations, feed-in tariffs are con-
sidered to be a reasonably efficient and effective support mechanism to promote the
uptake and development of renewable energy supply systems.>> This is particularly
evident where tariffs are underpinned by a legal framework that speaks to ensuring
that investments are incentivised, and that investment certainty is guaranteed.

Feed-in tariffs have the advantage that they create certainty from the perspective of
investors, by allowing a guaranteed payment for electricity from renewable sources
that are fed into the grid. Certainty promotes investments and enhances the appetite to
consider generation projects. Economists often argue that feed-in tariff are the most
efficient and effective support scheme to incentivise investments, including in renew-
able energy technologies. This is manifested by the number of countries that use feed-
in tariffs, particularly driving investments in global wind and photovoltaic capacity.>®

Namibia’s Renewable Energy Feed-in Tariff has seen the operationalisation of 13
photovoltaic and one wind power project with a capacity of 5 MW each. Feed-in tariffs
are technology-specific, i.e. different for electricity generated by solar, wind and bio-
mass.”’

2.5.3  Power Purchase Agreements
Power Purchase Agreements (PPAs) are used to codify the agreement between the

party offering a supply and the party taking supplies. Amongst others, PPAs specify
the price of electricity, price escalations, minimum and maximum capacity to be added

52 Ruppel / Ruppel-Schlichting (2015:90).

53 Bjork et al. (2011:36).

54 TIbid:28.

55 See https://www.eurosolar.de/en/, accessed 21 August 2020.
56  Etango (2013:21).

57  Ngatjiheue (2015b).
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to the grid and many other details. Often, PPAs include targeted incentive designs,
such as time-of-use feed-in tariffs as set (or agreed to) by the regulatory authority.
PPAs may also define the framework of agreements between parties using procure-
ment mechanisms other than direct negotiations or competitive bidding. In such cases,
the regulator approves the framework contract and issues standard model agreements
for use by the parties.”® A common challenge of PPAs is that power producers may —
in time — be faced by changing market conditions while having to remain bound by the
contract conditions as stipulated in the PPA.> Utilities may find themselves in the
same situation: for example, tariff escalations that are tied to the consumer price index
may no longer be considered realistic in the medium or long term, resulting in exces-
sive year-on-year tariff escalations.

2.5.4  Capacity-driven Approaches

Capacity-driven approaches depend on the establishment and operation of an electric-
ity market and include bidding processes and tradable quotas.®® These approaches aim
to oblige electricity suppliers to provide a given quantity of electrical energy generated
by renewable energy systems.

2.54.1  Competitive Bidding

Competitive renewable energy bidding entails auctions amongst electricity producers
using renewable energy supply systems. These auctions imply the supply of a specified
quota of electrical energy generated from renewable energy power systems, with the
provider of the lowest asking price being the contract recipient. For example, the Eu-
ropean Commission Guidelines present auctions as a standard procedure used to allo-
cate and support renewable energy systems when receiving state support funding for
environmental protection and energy.®!

Competitive bidding has established a good record of delivering electricity from
renewable energy systems to the grid, noting that such bidding is often accompanied
by intense competition to achieve the lowest prices. Challenges associated with com-
petitive bidding include that not all projects that are selected will eventually be imple-
mented, as the rate of project realisation is almost always below the initial target. For
participants in competitive bids, the associated risks are higher than is the case in open

58 Bjork et al. (2011:42).
59  Roedern (2012:2).

60 Liidemann (2012).

61 EC (2014).

479



https://doi.org/10.5771/9783748933564-467
https://www.nomos-elibrary.de/agb

D. von Oertzen

feed-in schemes, because a proposed project may not be selected, and bidders may
incur costs or face penalties when they are unable to implement a project that has been
selected. Also, a sufficient number of bidders must participate, otherwise an auction
will not produce a competitive result. In addition, auctions may incentivise market
players to game the system, which may result in driving up costs. This is especially
true for market players that can exercise some market power, which is of particular
relevance for large market players that are better established and hold a more favour-
able position than their smaller competitors.®?

2.5.42  Tradable Quotas

In tradable quota approaches, a given percentage of energy is generated from renewa-
ble energy supply systems. Quotas are usually set by government and allocated to se-
lect operators. Operators decide whether or not to fulfil a given quota or whether to
trade the quota by paying another entity to supply the allocated amount of energy.®
The rationale of the tradable quota approach is that the cost of supply (by way of a
renewable energy supply system) is kept low, which in turn minimises the price of
electricity that is paid by end-users. However, tradable quota systems have been criti-
cised for mainly favouring the deployment of least-cost supply options rather than a
mix of supply options required to achieve maximally resilient energy supplies.

3 Energy-related Laws and Policies in Namibia

This section provides a brief overview to Namibia’s main energy-related laws and pol-
icies.

3.1  The Petroleum Products and Energy Act (1990)

The Petroleum Products and Energy Act No. 13 of 1990, and its various subsequent
amendments,® regulate the country’s downstream petroleum industry. The Act states
that the Minister of Mines and Energy may make regulations relating to the conducting
of business in respect of petroleum products application of health, hygiene, safety and
environmental standards.®® In 1991, regulations relating to the purchase, sale, supply,

62 De Vos/Klessman (2014).

63  Ringel (2006:8).

64  see https://bit.ly/3xzV7Sx, accessed 20 June 2021.

65  Section 2A(b)(ii) of the Petroleum Products and Energy Act.
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acquisition, storage, transportation, recovery and re-refinement of used mineral oil
were published.®® Amongst others, the Regulations prohibit the disposal, contamina-
tion, usage and possession, storage and transportation in certain containers, of used
mineral oil without the necessary authorisation.®’

3.2 The Petroleum Exploration and Production Act (1991)

The Petroleum Exploration and Production Act No. 2 of 1991 regulates the country’s
upstream petroleum industry. The Act provides for the reconnaissance, exploration,
production, disposal of, and the exercise of control over, petroleum and provides for
matters incidental thereto.®®

3.2.1  License Application

An application for a reconnaissance or exploration licence, or the renewal of such a
licence, must set out an estimate of the effect which the proposed operations may have
on the environment.*®® Applications for production licences require an estimation of the
likely impact that the production operations will have on the environment, and must
also set out how the applicant intends to control or limit the potential effect of the
production operations on the environment.”

Upon receipt of an application for, or the renewal or transfer of, petroleum licences,
the Minister may require the applicant to carry out or cause to be carried out such
environmental impact studies as may be specified in such notice and to furnish the
Minister, within such period as may be specified in the notice, with such proposals, by
way of alteration to or in addition to proposals set out in the application, as may be so
specified.”! The same also applies to applications for the approval for the granting,
cession or assignment of interest in a petroleum licence, or an application to be joined
as a joint holder of the licence.

66  General Notice 112 in Government Gazette 281 of 21 October 1991.

67  Ibid: Regulation 3.

68  Section 1 of the Act defines petroleum as “any liquid or solid hydrocarbon or combustible gas
existing in a natural condition in the earth's crust and includes any such liquid or solid hydro-
carbon or combustible gas which has in any manner been returned to such natural condition, but
shall not include coal, bituminous shales or other stratified deposits from which oil can be ob-
tained by destructive distillation, or gas arising from marsh or other surface deposits.”

69  Sections 24(1)(c)(iii), 25(1)(c)(iii), 32(1)(c)(iii) and 33(1)(c)(iii) of the Petroleum Exploration
and Production Act.

70  Ibid: Section 46(2)(i)(vii).

71  Ibid: Section 12(2)(b).
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The Minister may refuse to grant an application for a petroleum licence, for example
if the application indicates that the operations to be undertaken will have adverse ef-
fects on the environment. An applicant is only required to estimate impacts on the
environment, even if they are substantial, and the legislation makes provision that a
licence may still be granted.

The Act regulates the obligations of holders of petroleum licences in respect of the
environment in some detail. The Minister of Mines and Energy may, having due regard
to good practices, give directions to the holder of a licence in respect of the prevention
of the spillage of substances (including water and drilling fluid) extracted from a well
drilled for purposes or in connection with reconnaissance operations, exploration op-
erations or production operations, or substances used in relation to the drilling of such
awell.”?

3.2.2  Environmental Obligations

The Act imposes various obligations relating to the environment on the holder of ex-
ploration and production licences. Such a holder has an obligation to carry out explo-
ration and production operations in the exploration or production area in accordance
with good oilfield practices.”® The holder must also control the flow and prevent the
waste, escape or spilling in the exploration area of petroleum, water or any gas.”* Fur-
ther, the holder must prevent the waste or spilling in the exploration or production area
of substance (including water and drilling fluid) extracted from a well drilled for pur-
poses of or in connection with exploration or production operations or used in relation
to the drilling of such a well.”> The holder must prevent damage to petroleum-bearing
strata in any area outside the exploration area’® and prevent petroleum reservoirs in the
exploration and production area or water sources from being connected with each
other.”’

The holder of an exploration or production licence must prevent water or any other
substance entering any petroleum reservoir through the wells in the exploration area,
except if required by, and in accordance with, good oilfield practices.”® The holder
must also prevent the pollution of any aquifer, estuary, harbour, lake, reservoir, river,

72 Ibid: Section 21(1)(d).
73 Ibid: Section 38(1)(a).
74 Ibid: Section 38(2)(a).
75  Ibid: Section 38(2)(b).
76 Ibid: Section 38(2)(c).
77  Ibid: Section 38(2)(d).
78  Ibid: Section 38(2)(e).
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spring, stream, borehole and all other areas of water by the spilling of petroleum, drill-
ing fluid, chemical additive, any gas or any waste product or effluent.”®

Prior to the drilling of any well, the holder must furnish the Petroleum Commis-
sioner with a report containing particulars of the technique to be employed, an estimate
of the time to be taken, the material to be used and the safety measures to be employed
in the drilling of such well.®° The holder may not flare any combustible gas, except for
purposes of testing such gas, or for operational reasons, or with the approval of the
Minister and in accordance with such terms and conditions as may be determined by
the Minister.®! Finally, a holder may not abandon, close or plug a well without the
approval of the Minister.?

The Minister may, in consultation with the Minister of Fisheries and Marine Re-
sources and the Minister of Environment, Forestry and Tourism, exempt holders of
exploration or production licences from above provisions.®* The Minister may deter-
mine the period for which and the conditions subject to which the exemption is
granted.3

When in the course of production operations carried out under a production licence
any petroleum or other substances are spilled or any pollution is caused, the holder of
such production licence must report it to the Minister of Mines and Energy. This must
be done as soon as possible, and the holder must take, at its own costs, all such steps
as may be necessary in accordance with good oilfield practices or otherwise as may be
necessary to remedy it.® If the holder fails to do so, the Minister may order the holder
to take such necessary steps to remedy the spilling, pollution or damage or loss. This
must be done by means of written notice addressed to the holder. If the holder fails to
comply with the directions of the Minister, the Minister may cause the necessary steps
to be taken to remedy such spilling, pollution or damage or loss. All costs incurred by
the Minister must be recovered from the holder by the Minister through a competent
court.3¢

3.2.3  Environmental Impact Assessment

If the Minister has reason to believe that any works or installations erected by the
company or any operations carried out by the company are endangering or may

79  Ibid: Section 38(2)(f).
80  Ibid: Section 38(2)(g).
81  Ibid: Section 38(2)(h).
82  Ibid: Section 38(2)(1).
83  Ibid: Section 38(2A)(a).
84  Ibid: Section 38(2A)(a).
85  Ibid: Section 71(1).

86  Ibid: Section 71(2).
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endanger persons or any property of any other person or is causing pollution or is
harming wildlife or the environment to a degree which the Minister deems unaccepta-
ble, the Minister may require the company to take reasonable remedial measures within
such reasonable period as may be determined by the Minister and to take reasonable
and appropriate steps to repair any damage to the environment. If deemed necessary,
the Minister may require the company to discontinue or amend operations.

The company must cause a person or persons, approved by the Minister on account
of their special knowledge of environmental matters, to carry out two environmental
impact assessment studies. These studies must be carried out to determine the prevail-
ing situation relating to the environment, human beings, wildlife or marine life in the
licence area and in the adjoining or neighbouring areas at the time of the studies.?’

3.24  Health and Safety

In 1999, regulations relating to the health, safety and welfare of persons employed,
and protection of other persons, property, the environment and natural resources in, at
or in the vicinity of exploration and production areas (‘Petroleum Regulations’) were
published.?® These Regulations were made by the Minister of Mines and Energy, act-
ing in consultation with the Minister of Fisheries and Marine Resources and the Min-
ister of Environment, Forestry and Tourism. The Petroleum Regulations regulate, inter
alia, electricity, fires and explosions, transport (including transport of hazardous sub-
stances), subsea operations, emergency preparedness (including pollution by spilling
of petroleum) and safety zones.

If the Minister has reason to believe that any works or installations erected by the
company or any operations carried out by the company are endangering or may endan-
ger persons or any property of any other person, the Minister may require the company
to take reasonable remedial measures within such reasonable period as may be deter-
mined by the Minister. The Minister may furthermore require the holder to take rea-
sonable and appropriate steps to repair any damage to the environment. This also ap-
plies in respect of any works, installations or operations which the Minister has reason
to believe is causing pollution or is harming wildlife or the environment. If the Minister
deems it necessary, he or she may require the company to discontinue petroleum op-
erations in whole or in part until the company has taken such remedial measures or has
repaired any damage.

87  Clause 11.7(a) of the Model Petroleum Agreement.
88  GN 190 of GG 2188 of 23 September 1999.
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3.2.5  Closure, Decommissioning and Rehabilitation

Closure, decommissioning, and rehabilitation are dealt with primarily under the Petro-
leum Act and the petroleum agreement. An application for a production licence must,
apart from what has been stated above, contain a proposed programme of production
operations and of the processing of petroleum in question. This program must include
separate decommissioning plans® in respect of the production area and any area out-
side such production area where activities in connection with the production operations
in such production area are being carried out. More specifically, it must set out to the
satisfaction of the Minister (acting in consultation with the Minister of Environment,
Forestry and Tourism, the Minister of Fisheries and Marine Resources and the Minister
of Finance), the measures proposed to be taken after cessation of such production op-
erations to remove or otherwise deal with all installations, equipment, pipelines and
other facilities, whether on-shore or off-shore, erected or used for purposes of such
operations and to rehabilitate land disturbed by way of such operations.*

The holder of a production licence must review, and if necessary, revise the decom-
missioning plan. This must be done one year before the estimated date on which 50%
of the estimated recoverable reserves of petroleum in the production area would have
been produced. The Minister may, in consultation with the Minister of Environment,
Forestry and Tourism, the Minister of Fisheries and Marine Resources and the Minister
of Finance, approve the reviewed or revised decommissioning plan or refer it back to
the holder of the production licence concerned to make such amendments as the Min-
ister may deem necessary.’!

Other than the general provisions in the Petroleum Act, it is also a term and condi-
tion of an exploration licence that the holder thereof remove from the exploration area,
or otherwise deal with, as directed by the Minister in consultation with the Minister of
Environment, Forestry and Tourism, the Minister of Fisheries and Marine Resources
and the Minister of Finance, all installations, equipment, pipelines and other facilities,
whether on-shore or off-shore, not used or intended to be used in connection with such
exploration operations.®?> The same condition is not listed for the holder of a production
licence.

89  The Model Petroleum Agreement defines ‘decommissioning plan’ as “the package of measures
proposed by the Company pursuant to s.46(2)(viA) of the Petroleum Act to be taken after ces-
sation of production operations to remove or otherwise deal with all installations, equipment,
pipelines and other facilities, whether on shore or off shore, erected or used for purposes of such
operations and to rehabilitate land disturbed by way of such operations, reviewed pursuant to
s.68A(1) and either approved or revised by the Minister pursuant to s.68A(2) or 68A(3) of the
Petroleum Act”. See Clause 1.1(n) of the Model Petroleum Agreement.

90  Section 42(2)(i)(vi) of the Petroleum Exploration and Production Act.

91 Ibid: Section 68A(2).

92 Ibid: Section 38(1)(d).
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3.2.6  Petroleum Agreement between the Parties

The Act also requires that, before an exploration licence is issued, an applicant must
enter into a Petroleum Agreement with the state.”> A Model Petroleum Agreement was
first published in 1998 and has since been updated several times.”* The Petroleum
Agreement is entered into between the applicant and the Minister of Mines and Energy.
While the aforementioned Agreement provides a framework for a typical Petroleum
Agreement that is entered into by the parties, the terms of each Petroleum Agreement
depend on negotiations between the parties.

Clause 11 of the Model Petroleum Agreement deals with environmental protection.
In terms of this clause, the company must conduct its petroleum operations in a manner
likely to conserve the natural resources of Namibia and protect the environment.®> The
company must employ the best available techniques in accordance with good oilfield
practices’® for the prevention of environmental damage®’ to which its petroleum oper-
ations might contribute and for the minimisation of the effect of such operations on
adjoining or neighbouring lands.’® The company must also implement the proposals
contained in its development plan regarding the prevention of pollution, the treatment
of wastes, the safeguarding of natural resources and the progressive reclamation and
rehabilitation of lands disturbed by petroleum operations.””

The company undertakes, for purposes of the Model Petroleum Agreement, to take
all reasonable, necessary and adequate steps in accordance with good oilfield practices
to minimise environmental damage to the licence area and adjoining or neighbouring
lands.'% If the company fails to comply with this provision, or contravenes any law on
the prevention of environmental damage, and such failure or contravention results in
environmental damage, the company must take all necessary and reasonable measures
to remedy such failure or contravention and the effects thereof.!®! These measures and
methods must be determined in timely consultation with the Minister upon the com-
mencement of petroleum operations or whenever there is a significant change in the
scope or method of carrying out petroleum operations. Also, the company must notify
the Minister in writing of the nature of the measures and methods finally determined

93  Ibid: Section 13.

94 See GRN (2007c).

95  Ibid: Clause 11.2(a).

96  ‘Good oilfield practices’ means “any practices which are generally applied by persons involved
in the exploration or production of petroleum in other countries of the world as good, safe,
efficient and necessary in the carrying out of exploration operations or production operations”,
see Clause 1 of the Model Petroleum Agreement and Section 1 of the Petroleum Act.

97  ‘Environmental damage’ includes “any damage or injury to, or destruction of, soil or water or
any plant or animal life, whether in the sea or in any other water or on, in or under land.”

98  Clause 11.2(b) of the Petroleum Model Agreement.

99  Ibid: Clause 11.2(c).

100 Ibid: Clause 11.3.

101 Ibid: Clause 11.4.
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by the company and must cause such measures and methods to be reviewed from time
to time in view of prevailing circumstances.!%?

Environmental impact studies are to be carried out in order to establish what the
effect will be on the environment in consequence of the petroleum operations to be
made under the Model Petroleum Agreement.!® The procedure applicable to environ-
mental impact studies, including the phases in which these are to be carried out, are
described in the Model Petroleum Agreement.'%

Furthermore, the company’s obligations in respect of the environment in every
phase of its operations are determined in the Model Petroleum Agreement, including
the company’s duty to report to the Minister of Mines and Energy at various stages of
its operations and the company’s duty to establish a trust fund for purpose of decom-
missioning.'® The company must also ensure that

e petroleum operations are carried out in an environmentally acceptable and
safe manner consistent with good oilfield practices and that such operations
are properly monitored;

e the pertinent completed environmental impact assessment studies are made
available to its employees and contractors to develop adequate awareness of
the measures and methods of environmental protection to be used as part of
the operations;'% and

e any agreement entered into between the company and its contractors relating
to its petroleum operations shall include the terms set out in the Model Petro-
leum Agreement and any established measures and methods for the imple-
mentation of the company’s obligations in relation to the environment under
the Model Petroleum Agreement.'?’

3.3  The White Paper on Energy Policy (1998)

In May 1998, the Ministry of Mines and Energy’s Energy Policy Committee released
the White Paper on Energy Policy of Namibia.!® The Policy’s principal goals are ef-
fective governance; security of supply; social upliftment; investment and growth; eco-
nomic competitiveness and efficiency; and sustainability. The Policy comprises of four
parts, namely: Part 1 describes the broader context in which the Policy was developed;
Part 2 focuses on the country’s energy demand, with special emphasis on the needs of

102 1Ibid: Clause 11.6.

103 Ibid: Clause 11.7(b).

104 1Ibid: Clause 11.8 to clause 11.10.
105 1Ibid: Clause 11.12 to Clause 11.17.
106 GRN (1995b).

107 1Ibid: Clause 11.11.

108 GRN (1998a).
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urban, rural and peri-urban households; Part 3 spells out the policies relating to the
supply of energy, and Part 4 deals with cross-cutting issues. In 2017, Cabinet promul-
gated the National Energy Policy,'*® which replaces the White Paper on Energy Policy.

34  The Atomic Energy and Radiation Protection Act (2005)

The Atomic Energy and Radiation Protection Act No. 5 of 2005 was passed by Parlia-
ment in May 2005.''° The Act came into operation on 16 January 2012 and is intended
to

provide for adequate protection of the environment and of people in current and future genera-
tions against harmful effects of radiation by controlling and regulating the production, pro-
cessing, handling, use, holding, storage, transport and disposal of radiation sources and radioac-
tive materials, and controlling and regulating prescribed non-ionising radiation sources.
The Act also establishes the Atomic Energy Board as well as the National Radiation
Protection Authority. In 2012, the Radiation Protection and Waste Disposal Regula-
tions were released, thereby guiding the National Radiation Protection Authority,
which is headed by the Director-General, and operates under the Ministry of Health
and Social Services.!!!

In 2009, the Atomic Energy Board, as envisaged in the Act, was established, and
today serves as national advisory body on all matters relating to radiation protection.
As the secretariat to the Board, the National Radiation Protection Authority —amongst
others — informs the Board about the extent of radiation exposure in the country; in-
spects any radiation source or nuclear material to assess radiation safety conditions;
and to establish and maintain a register of radioactive materials in Namibia.

Licences are generally required for the possession, import and disposal of radiation
sources or nuclear material, and every radiation source must be registered. The appli-
cation process for such licencing follows a prescribed procedure. As part of the appli-
cation process, an applicant must include the results of all assessments, including en-
vironmental impact assessments, and studies that have been carried out in respect of
the practice concerned, as well as reports of those assessments and studies when the
application is for disposal of radioactive waste or storage of radioactive sources for
long periods. Before issuing a licence, the Director-General must consider the need to
protect the environment and to conserve natural resources.

109 See Section 8 in this Chapter below for further details.

110 See Introduction to the Atomic Energy and Radiation Protection Act at http://ex-
twprlegs1.fao.org/docs/pdf/nam78312.pdf, accessed 2 July 2020.

111 See http://www.mhss.gov.na/atomic, accessed 2 July 2020.
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Licence holders have several duties regarding the environment.!'?> A holder must, for
example, keep records and compile reports relating to radiation protection or radiation
safety standards required to be observed under the Act. A holder must also prepare in
consultation with the Board, radiation safety rules and within a practice or for the use,
handling, storage, transportation, or disposal of radiation sources or nuclear material
produced or prepared by the licence holder. Also, a licence holder is primarily respon-
sible for the safety and security of radiation sources and nuclear materials. The Act
authorises the Director-General to take immediate action to discontinue activities if he
or she is satisfied that the holder is not complying with any condition of an authorisa-
tion, and where immediate action is required to prevent irreversible damage to animal
or plant life or the environment. If the holder fails to do so, the Director-General may
take the necessary steps at the cost of the holder.

The Act makes it an offence for any person to intentionally or negligently operate,
store, transport, dispose of or abandon any radiation source in such a manner that any
human being may be subject to a dangerous amount of radiation or that a substantial
amount of radiation or radioactive material may be released into the environment. On
conviction, a person may be liable to a maximum fine of N$ 200,000 or to imprison-
ment for a maximum period of ten years or both such fine and imprisonment.

3.5  The SADC Protocol on Energy (2006)

The Southern African Development Community (SADC) Protocol on Energy of
2006'"3 states, as one of its general principles, that member states must ensure that the
development and use of energy is environmentally sound.!'* Various guidelines for
cooperation between member states are set forth in an annexure to the Protocol, em-
phasising the sustainable development of energy. However, despite the more than two
decades that the Protocol has been in place, very little has been achieved in giving
effect to the Protocol’s objectives. The Protocol entered into force in April 1996, pri-
marily to develop a coordinated approach towards the development of energy and en-
ergy pooling, to ensure security and reliability of energy supply and the minimisation
of costs. According to the general principles, SADC member states are encouraged
to:!'1’

112 Sections 29(2), 30, 31 and 32 of the Atomic Energy and Radiation Protection Act. Section 30
obliges a licensee to appoint a Radiation Safety Officer. Section 31 obliges a licensee to provide
notice of intended termination of operations, while Section 32 obliges a licensee to give notice
of accidents.

113 SADC (2006).

114 Ibid: Article 2(8).

115 Ibid: Article 2.
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10.

Use energy to support economic growth and development, alleviation of poverty and the
improvement of the standard and quality of life throughout the Region.

Use energy to promote collective self-reliance among member states.

Ensure that the development and use of energy takes cognisance of the gender realities of
the Region.

Encourage the development and transfer of science and technology related to energy
through the promotion of research and development and the evolution and use of compara-
ble methods and standards.

Fully accept the responsibility to share the costs associated with institutional mechanisms
created for the effective implementation of this Protocol.

Settle all disputes peacefully, amicably and in accordance with procedures set forth here-
under in Article 12.

Promote and encourage the direct participation of citizens and communities in the devel-
opment and use of energy.

Ensure that the development and use of energy is environmentally sound.

Create a conducive environment for the private sector to participate fully in energy devel-
opment in the Region.

Ensure that sectoral and sub-sectoral regional energy policies and programmes shall be in
harmony with the overall policies and programmes of SADC and with the strategies and
programmes of other SADC sectors.

The Protocol includes a set of objectives for the energy cooperation within SADC: !¢

1.

Strive to harmonise national and regional energy policies, strategies and programmes on
matters of common interest based on equity, balance and mutual benefit.

Co-operate in the development of energy and energy pooling to ensure security and relia-
bility of energy supply and the minimisation of costs.

Co-operate in the development and utilisation of energy in the Region in the following sub-
sectors: wood fuel, petroleum and natural gas, electricity, coal, new and renewable energy
sources, energy efficiency and conservation and other cross-cutting themes of interest to
Member States.

Strive to ensure the provision of reliable, continued and sustainable energy services in the
most efficient and cost-effective manner.

Promote joint development of human resources and organisational capacity building in the
energy sector.

Co-operate in the research, development, adaptation, dissemination and transfer of low-cost
energy technologies.

Strive to achieve standardisation in appropriate energy development and application includ-
ing the use of common methods and other techniques.

Annex 1 of the Protocol sets forth guidelines for cooperation for promoting renewable
energy production and use.!'” Substantive provisions are made with regard to specific
subsectors, including electricity, wood fuel, renewable energy and energy efficiency.
Strategies include developing financing mechanisms, enhancing tax regimes, reducing

116 1Ibid: Article 3.
117 1Ibid: Article 3; and Article 10.
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the energy intensity in industry, and involving utilities in energy efficiency schemes.
However, while the Protocol and its Annex provide a guide for programming, they do
not specify implementation mechanisms, nor do they set quantitative targets or estab-
lish how achievements are to be monitored.''®

3.6

The Draft Gas Bill (2001)

The Ministry of Mines and Energy drafted the Gas Bill of 2001'"° to

promote the establishment of a gas transportation and distribution network in Namibia for the
purposes of domestic supply and for export; to establish a framework of licensing for the gas
industry and a national gas regulator to monitor the performance of licence conditions and pro-
mote reliability of service; to ensure safety, efficiency and environmental responsibility in the
transportation and distribution of natural gas; to facilitate investment in pipeline infrastructure
by private, public, municipal and mixed owned enterprises; to promote a competitive market in
gas in the long term, and to stimulate cross-border trade in gas between Namibia and its neigh-
bours.

The Bill recognises the importance of environmental protection in that it states that:'?

(M

@

3)

All infrastructure facilities established and operated in connection with a gas supply net-
work shall operate in accordance with the applicable laws with respect to the protection of
the environment.

No pipeline infrastructure shall be laid without an environmental impact assessment first
taking place and the results assessed, in accordance with the Environmental Management
Act 1998, the Pollution Control and Waste Management Act and the Parks and Wildlife
Management Act, where appropriate, including the Petroleum (Exploration and Produc-
tion) Act, 1991: Regulations relating to the health, safety and welfare of persons employed,
and protection of other persons, property, the environment and natural resources, in at or in
the vicinity of exploration and production areas.

Provision shall be made for the proper restoration of the operating environment to its natural
condition, with plans for pipeline decommissioning being submitted according to the envi-
ronmental laws and the appropriate regulations.

The Energy Bill envisages that the to-be-established Energy Regulatory Authority will
also be the regulator of the gas sector.'?! Once this Bill is finalised and enacted, the
newly created Energy Regulator will be responsible to make recommendations to the
Minister of Mines and Energy, to inter alia,

grant licences for gas transportation, storage, distribution and marketing;
monitor and approve of gas transportation, storage and distribution tariffs and
charges;

approve tariffs and charges to gas distributors and customers who do not have
choice of suppliers;

118
119
120
121

REN21 (2020).
GRN (2001g).
Ibid: Section 38.
GRN (2018b).
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e  assist the Minister of Mines and Energy in the preparation of gas supply reg-
ulations;

e  monitor the operation of the gas system; and

e settle disputes at the request of a licensee or any interested party.

As the Draft Bill dates back to June 2001, it seems unlikely that it is yet to be promul-
gated.

3.7 Vision 2030 (2004)

Namibia’s national development goals and ambitions are guided by Vision 2030,'?? as
adopted in 2004. Vision 2030 foresees the provision of secure and affordable energy
to the country’s developing economy and its people; it provides the overall long-term
development goals for the country; and it subscribes to the principle of sustainable
development. Specifically, for the year 2030, Vision 2030 envisages “a prosperous and
industrialised Namibia, developed by her human resources, enjoying peace, harmony
and political stability.”!?

Relating to energy, Vision 2030 envisages Namibia to be “largely self-sufficient
with reliable and competitively priced energy, meeting industry demands, plus some
export of energy.”!?* Relating to access to electricity, Vision 2030 states that all
schools are to be provided with “electricity where the necessary infrastructure will be
supplied by 2006.”!25

3.8  The Electricity Act (2007)

The Electricity Act No. 4 of 2007 provides for the establishment of the Electricity
Control Board, and details the Board’s roles and responsibilities, and the conditions
and requirements for licenced activities taking place in the country’s electricity sector.
Electricity may only be generated, transmitted, traded or distributed in compliance
with the requirements of any other law, in particular those relating to health, safety and
the environment.'26

When considering an application for the issue, renewal or amendment of a licence,
the Electricity Control Board in making its recommendations to the Minister of Mines
and Energy, must give due consideration to matters or activities that may adversely

122 GRN (2004a).

123 Ibid: 38.

124 Ibid: 86.

125 Ibid: 91.

126 Section 18(4)(b) of the Electricity Act.
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affect, or result in damage to the environment.'?’ To this end, the Minister of Mines
and Energy may request an applicant to submit an environmental impact assessment
indicating the extent of any potential damage to or pollution of the environment, as
well as the steps proposed to be taken by the applicant to prevent or minimise such
damage or pollution, and to restore the environment generally and in terms of existing
environmental legislation.'?®

All installations for the provision of electricity, including any alterations or exten-
sions thereto, and all other electricity practices and activities by licensees, customers
and other persons, must be conducted with due compliance with the requirements of
applicable laws, in particular laws relating to health, safety and environmental stand-
ards.'®

The Act establishes the Electricity Control Board as a juristic person, as the elec-
tricity sector’s regulatory authority, with the following responsibilities:

e  Control and regulate the provisions, use and consumption of electricity;

e oversee the functioning and development of the electricity industry and secu-
rity of supply;

e ensure the efficient provision of electricity;

e ensure a competitive environment in the country’s electricity industry with
such restrictions as may be necessary for the security of supply and public
interest; and

e promote private sector investments in the electricity industry.

The Act stipulates that the above activities are to be undertaken in accordance with
Government policy. The Act lays the foundation for the licensing of electricity-related
activities, including for the generation, trading, transmission, supply, distribution, im-
port and export of electricity which necessitate separate licences. Exemptions apply
when using plant with a capacity of less than 500 kilovolt-ampere (kVA), as a standby
supply for own use, or the distribution of electricity for own use (if the demand is less
than 500 kVA).

Of critical importance are the Electricity Control Board’s responsibilities vis-a-vis
recommending the issue, transfer, amendment, renewal, suspension and cancellation
of licences, and the approval of the conditions on which electricity may be provided
by licensees, for consideration and the ultimate approval/rejection by the Minister of
Mines and Energy.

The Electricity Control Board, with prior approval of the Minister of Mines and
Energy, may also develop rules/codes relating to the establishment, operation and ad-
ministration of the electricity market, as well as those of licensed entities and otherwise
affected persons. These include, amongst others, safety and grid codes, system security

127 1Ibid: Section 21(1).
128 Ibid: Section 21(2)(a).
129 Ibid: Section 33(1)(a).
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and network connection rules and those governing the pricing and metering of elec-
tricity. The Electricity Control Board is funded through the ‘ECB Levy’, which is im-
posed on every kWh of electrical energy “provided or consumed at any point in Na-
mibia or upon any licensee.”

The Electricity Act is expected to be repealed once the Namibia Energy Regulatory
Authority Act!* is promulgated.

3.9  National Connection Charge Policy (2014)

The National Connection Charge Policy of 2014!3! establishes a standardised approach
to dealing with power network connections and connection charges for customers and
generators. The Policy provides guidance to network licensees on the development of
connection agreements and aims to ensure the integration of the licensees’ regulated
revenue requirements and connection agreements.

The Policy rests on the principles of equality, efficiency and simplicity. Its objec-
tives include identifying relevant parties to whom the Policy applies; establishing con-
nection charge principles; describing how new connections or upgrades to existing
supply arrangements are to be made; identifying the costs that are to be recovered via
connection charges; formulating a standard methodology for determining connection
charges; and defining a governance structure to deal with network connection matters.

4 Nuclear Fuel Cycle Policy (2014)

The Nuclear Fuel Cycle Policy of 2014!32 expresses the Government’s aspiration to
investigate the multiple potential benefits associated with the conversion and use of
the country’s uranium resources. The Policy covers the complete nuclear fuel cycle,
from the exploration of uranium resources, mining, ore processing, mine closure and
rehabilitation, conversion, enrichment, fuel fabrication, nuclear power generation, ra-
dioactive waste and spent fuel management. Activities associated with these separate
value chain elements include transportation, handling, possession, transfers, storage,
import and export of nuclear or radioactive materials, as well as the temporary cessa-
tion of activities and the decommissioning of facilities used in the nuclear fuel cycle,
all of which are associated with considerable changes to the natural environment.

130 See Section 12 in this Chapter below for further details.
131 GRN (2014).
132 GRN (2014g).

494



https://doi.org/10.5771/9783748933564-467
https://www.nomos-elibrary.de/agb

Energy Law and Policy in Namibia
5 Net Metering Rules (2016)

The Net Metering Rules'3* were developed under the Electricity Act of 2007,'** and
promulgated in 2016. The Rules aim to

e foster the generation of additional power for grid feed-in to reduce investment
requirements of licensees and Independent Power Producers;

e allow end-users to reduce their electricity imports from distribution networks
by way of self-generation and to provide for electricity exports to distribution
networks (up to the level of imports from the network); and

e promote sustainable renewable energy sources, small scale investments,
value addition and electricity market development, and contribute to reduce
unemployment.

The Rules stipulate that all distribution licensees must offer net metering to customer-
generators, subject to applicable laws, regulations, and rules. It is noted that all renew-
able energy technologies are, in principle, eligible for net metering. In addition, all
distribution customers are allowed to install net metered facilities, subject to the pro-
visions of the Electricity Act of 2007 and the various rules, regulations, and stipula-
tions under the Act. Net metered consumers are not required to obtain a generation
licence, and the generation capacities of net metered facilities are limited by the rating
of the electricity connection when converted to kVA, and they must be less than or
equal to 500 kVA. Distribution licensees must connect net metered consumers on a
first-come first-serve basis until network-specific limits are reached. Licensees must
provide electricity services at rates and charges identical to those of similar end-users.
No monetary compensation is paid for electrical energy fed into a distribution network.
Instead, electricity exports are credited at the distributor’s avoided electrical energy
cost and are used to offset future electricity imports by the net metered customer.

The Rules enable grid-connected electricity users to legally feed electrical energy
into the distribution grid. In this way, prosumers (end-users who are both producers
and consumers of electricity) can inject excess electrical energy into the grid and draw
from the grid when own supplies are insufficient. This enables electricity end-users to
generate some of their own electricity requirements, using their own generation plant,
for example a roof-mounted solar photovoltaic generator, and use grid supplies when
self-supply capacities are insufficient.

133 ECB (2016).
134 See Section 3.8 in this Chapter above.

495



https://doi.org/10.5771/9783748933564-467
https://www.nomos-elibrary.de/agb

D. von Oertzen
6  Fifth National Development Plan (2017)

Namibia’s Fifth National Development Plan (NDP 5)'* is the country’s national de-
velopment plan for the period 2017/18 to 2021/22. The topic of energy is introduced
under the header “expansion and modernisation of physical infrastructure” and focuses
on electricity-related aspects only. The Plan envisages that by 2022, Namibia has a
sustainable mix of locally generated energy capacity of 755 MW to support household
and industry development.

Regarding Namibia’s electrification rate, the NDP 5 suggests that national electri-
fication is to be increased from the baseline value of 34% in 2015 to 50% by 2021/22.
It is noted that this goal will be unattainable, given the limited amount of funds made
available for electrification efforts and the slow pace of implementation. The NDP 5
identifies four distinct electricity-related strategies, namely

e expand bulk transmission and distribution infrastructure;

e harness indigenous resources for generating energy;

e promote the entrance of Independent Power Producers; and

e reform the current power market structure;
all of which have contributed to further development in the country’s electricity sector
since.

7  Harambee Prosperity Plan (2016)

The Harambee Prosperity Plan'3¢ is an action plan towards prosperity for all. The Plan
aims to accelerate development in clearly defined priority areas, thereby complement-
ing the 5-yearly National Development Plans. Relating to electricity, the Plan sets the
following goals:
e Increase local electricity generating capacity from 400 MW to 600 MW;
e provide electricity to all schools and health facilities by 2020; and
e increase the rural electrification rate from 34% in 2015 to 50% by 2020.
The Plan identifies the following electricity-related strategies:
e Update the White Paper on Energy Policy (1998) and finalise the National
Integrated Resource Plan before 2016;
e review the single buyer model by the end of 2016;
e increase emphasis on renewable energy solutions;
e promote short-term diesel generation project;
e continue the rural electrification drive during the Harambee period to increase
the rural electrification rate from 34% in 2015 to 50% by 2020;

135 GRN (2017a).
136  GRN (2016a).
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e ensure that all schools and health facilities will be electrified in the Harambee
period;

e  benefit from a 300 MW standby arrangement with Eskom;

e promote electricity savings and offer energy audits to industry and house-
holds; and

e focus on long-term electricity security of supply, including by concluding
feasibility studies on Kudu and the Baynes hydropower project, which were
envisaged to be finalised by March 2017.

8  National Energy Policy (2017)

The National Energy Policy of 2017'37 defines Government’s strategic intent relating
to the energy industry. The Policy recognises the pivotal role that energy plays in na-
tional development and its essential roles as driver and lubricant of continued socio-
economic upliftment, in line with the country’s international climate-related commit-
ments, including the Intended Nationally Determined Contributions to the United Na-
tions Framework Convention on Climate Change.'®

The Policy emphasises the critical role that the discovery, development and benefi-
cial use of Namibia’s plentiful indigenous energy resources play. The Policy identifies
the following national energy subsectors: the formalised electricity, upstream oil and
gas and downstream liquid fuels subsectors and the less formalised downstream gas
and thermal energy subsectors. The Policy recognises that the country’s energy sector
is dominated by liquid fossil fuels, accounting for some 58% of all energy consumed
in Namibia in 2014, while the use of electricity and biomass accounted for some 20%
of the country’s total energy use each, with the remainder in the form of coal and liquid
petroleum gas.

The Policy quantifies the growth of the country’s energy consumption in the decade
prior to its compilation: the energy sector as a whole grew by some 3% per annum,
while electricity consumption increased by an average annual rate of some 4.1% dur-
ing the same period. In contrast, the economy grew by an average of 5.5% per annum
prior to 2017.

As an expression of the Government’s energy-related intent, the Policy is to “ensure
the development of Namibia’s natural capital and its sustainable use for the benefit of
the country’s social, economic and environmental wellbeing.” The Policy’s principal
goals, in relation to all forms of energy, are to a) ensure the security of all relevant
energy supplies to the country; b) create cost-effective, affordable, reliable and equi-
table access to energy for all Namibians; c¢) promote the efficient use of all forms of

137 GRN (2017b).
138 GRN (2015b).
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energy; and d) incentivise the discovery, development and productive use of diverse
energy resources.
In relation to the electricity sector, the Policy’s main objectives are to:

e Enhance security of supply through effective and economic use of locally
available energy resources while also leveraging regional opportunities;

e develop the transmission infrastructure so that capability and coverage are
improved, growing demand can be met, and regional trade of electricity is
enhanced;

e assure the continued economic viability and cost effectiveness of the distri-
bution grid and its associated sector;

e support economically efficient levels of imports and exports of electricity,
and to maximise the opportunities offered by regional protocols and organi-
sations;

e consistently apply fair and transparent regulation to provide a firm, predicta-
ble and transparent regulatory framework for the country’s electricity sector;

e align the Namibian electricity market model to best serve prevailing needs;

e apply demand side and energy efficiency measures systematically and con-
sistently throughout the country’s electricity supply chain; and to

e prepare for the integration of energy storage technologies into the electricity
system.

9  National Renewable Energy Policy (2017)

The National Renewable Energy Policy of 2017'% is the Government’s guide to the
development of the country’s renewable energy sector. Central to the Policy is the
intent to scale up the use and contributions derived from local renewable energy
sources, noting that Namibia’s greenhouse gas mitigation actions are — amongst others
— dependant on the future of the country’s energy industry.'*

Amongst others, the Policy is to “enable access to modern, clean, environmentally
sustainable, and affordable energy services for all Namibian inhabitants”, to meet Na-
mibia’s “short-term and long-term national development goals, and to assist Namibi-
ans climb the development ladder, empowered by access to energy at levels that facil-
itate engagement in productive activity.” The Policy puts forward the following goals:

e Enhance energy security by leveraging renewable resources;

e optimise the renewable energy contribution to the country’s electricity mix;

e increase access to affordable energy services for income generation and pov-
erty reduction;

139 GRN (2017d).
140 von Oertzen (2008).
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e  ensure transparency of regulatory mechanisms and governance;

e promote grid-connected and off-grid renewable energy development;

e prioritise renewable energy development beyond the electricity sector;

e pursue climate-resilient energy sector development through renewable en-
ergy; and

e accelerate the development and deployment of energy storage to facilitate re-
newable energy expansion; and

e cnsure that renewable energies support the country’s accelerated industrial
growth and competitiveness.

The Policy applies to on- and off-grid energy supplies in urban and rural areas, recog-
nising:

e The renewable energy procurement mechanism that differentiates electricity
supply systems by their generating capacity, and the application of the Net
Metering Rules for installations with a capacity that is less or equal to
500 kVA;

o the Renewable Energy Feed-in Tariff (REFIT) for electricity supplies with a
generating capacity above 500 kVA and smaller than 5 MW, including from
solar photovoltaic, wind, biomass and concentrating solar power plant; as
well as

e the competitive auctions for electricity projects that have a capacity of more
than 5 MW.

The Policy stipulates that projects resulting in grid-connected assets are to be governed
by the provisions of the National Independent Power Producer Policy,'*! while off-
grid projects are to be undertaken based on the framework introduced in the Policy.
The Policy also suggests that the modified single buyer market framework is to “enable
off-grid solutions”, while updates of the National Integrated Resource Plan are to “in-

clude guidance on off-grid solutions”.'*?

10 National Independent Power Producer Policy (2018)

The National Independent Power Producer Policy of 2018!* expresses Government’s
intent and commitment to broaden private-sector participation in the electricity sector.
The Policy builds on an initial Independent Power Producer market framework that
was developed in the early 2000’s, aiming at investments in new electricity generation
capacity.'*

141 See Section 10 in this Chapter below.

142 GRN (2016b).

143 GRN (20184d).

144 See https://bit.ly/3GSyhKS5, accessed 15 February 2022.
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The Policy’s departure point is the realisation that even modest economic growth ne-
cessitates significant additional electricity-related investments. The National Inte-
grated Resource Plan of 2016 quantified these investment requirements to be in the
range between N$ 90 and 97 billion in the period 2016 to 2035, which are needed to
meet the future demand for electrical energy.'*’ Investments of such an order of mag-
nitude in a single sector of the economy can evidently not be funded by the Govern-
ment alone. This implies that private investors are the Policy’s intended target group
for investments in both the grid-connected and off-grid electricity markets.
The Policy includes the following overarching policy themes:
e Creating an enabling environment for Independent Power Producer deploy-
ment;
e developing a market framework for the introduction of competition in the
Namibian electricity supply industry;
e streamlining the process and requirements for entry of Independent Power
Producers;
e ensuring financial viability and sustainability of the Independent Power Pro-
ducers; and
e ensuring equitable energy resource use and efficient and sustainable power
sector development.
Of note is the pronouncement made in policy statement 1, namely that:

All Independent Power Producers shall be afforded equal access to the Namibian power genera-
tion market under a clear policy framework and a market structure and shall operate under the
same fair and transparent rules and regulations.
The Policy distinguishes and classifies Independent Power Producer projects into
small-scale projects (less than 5 MW); medium-sized undertakings (greater 5 MW and
up to 100 MW), and large projects having a generation capacity exceeding 100 MW.

11 Draft Electricity Bill (2018)

In mid-2020, the Draft Electricity Bill of 2018'¢ was close to being finalised. The Bill
is the draft version of the to-be-promulgated new Electricity Act, and is the result of
the Ministry of Mines and Energy’s desire to split the current Electricity Act No. 4 of
2007 into two separate parts, namely an updated Electricity Act to replace the erstwhile
Electricity Act of 2007;'*” and the Namibia Energy Regulatory Authority Act, which
is to define the basis of the to-be-established national energy regulatory authority.'*

145 GRN (2016b).
146 GRN (2018e).
147 See Section 3.8 in this Chapter above.
148 See Section 12 in this Chapter below.
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The Bill is the draft version of an updated and yet to-be-promulgated Electricity Act.
It also confirms and strengthens the role of the regulatory authority by

e cstablishing a national regulatory framework for the country’s electricity in-
dustry;

e cstablishing a licensing system for the generation, transmission, distribution,
supply, trading, storage, import and export of electricity as well as requiring
licences for system operators and market operators (including the issue, re-
newal, transfer, amendment, cancellation and suspension of licences);

e providing for the powers and obligations of licensees; and

e regulating tariffs and providing for incidental matters.

The Bill also stipulates that the Minister of Mines and Energy, in consultation with the
regulatory authority, is to ensure the preparation and implementation of the National
Integrated Resource Plan that expresses the Government’s long-term ambition in terms
of the optimal resource mix to be used to ensure that the electricity supply is efficient,
cost-effective and secure.'*

Also, the Bill states that the Minister of the Ministry of Mines and Energy may, in
accordance with the National Energy Policy, the National Renewable Energy Policy
and the National Integrated Resource Plan, determine the manner and procedures in
which new capacity, including ancillary services, are to be sourced and allocated to
entities such as the state-owned power utility NamPower and Independent Power Pro-
ducers.

The Bill stipulates that authorising licences are required to generate, transmit, dis-
tribute and supply electricity, for trading, storage, import and export of electricity, and
the market operator.

Separate licences are required for each of the above activities, however excluding

e clectricity generation where a connection to the transmission or distribution
system is not available, and where the plant has an installed capacity of less
than or equal to 500 kVA or such higher or lower installed capacity as may
be notified by the regulator, and the electricity is exclusively used for own
consumption or by others occupying residential accommodation on the same
premises;

e standby supplies for own use provided the plant is not connected to the trans-
mission/distribution system;

e clectricity generation from renewable energy sources where such plant is con-
nected to a distribution system and has an installed capacity of less than or
equal to 500 kVA or such higher or lower installed capacity as notified by the
regulator in the Gazette;

149 GRN (2016b).
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e for low-voltage distribution and supply by a person in residential accommo-
dation;

e certain high-density residential housing developments; and

e by those controlling certain types of shopping centres, industrial develop-
ments or business complexes;

e or when exempted by the regulatory authority.

Importantly, the additions to the Bill relate to the following specific circumstances

o the transfer of assets and liabilities between licensees in the event of changes
of a licensee or through restructuring;

e local government charges on the sale of electricity, i.e. surcharges;

e clectricity support levies; and

e ministerial oversight of critical decisions that are to be taken by the regulator.

12 Draft Namibia Energy Regulatory Authority Bill (2018)

In mid-2020, the Draft Namibia Energy Regulatory Authority Bill of 2018'%° was al-
most complete and is the draft version of the to-be-promulgated Namibia Energy Reg-
ulatory Authority Act. The Bill’s main purpose is the establishment of the Namibia
Energy Regulatory Authority. This to-be-established entity is to be the regulatory au-
thority for the country’s energy sector. The Bill describes the regulator’s functions and
duties, and makes provision for related incidental matters. It extends the Electricity
Control Board’s current mandate and authority to beyond the electricity sector, to in-
clude downstream gas and petroleum, including pipelines and storage facilities, renew-
able energies and energy efficiency.
The Bill envisages the to-be-established regulatory functions to include

e cxercising regulatory supervision over the energy sectors;

e administering licencing, regulating tariffs and other charges;

e promoting energy sources and access to energy;

e enforcing compliance with the Act and its stipulations;

e promoting the efficient functioning and development of the sector and secu-

rity of supply, including the making of rules;
e  promoting private sector investments; and
e advising the Minister on any matter relating to energy and carrying out such
investigations as may be necessary.

In addition to defining the authority’s constitution, mandate, function and related ad-
ministrative matters, the Bill also includes the following important aspects:

e It authorises the to-be-established Authority to impose a regulatory levy;

150 GRN (2018f).
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e it details an enforcement regime that includes directives, enforceable under-
takings and administrative penalties;

e it provides the basis for the establishment of an energy tribunal; and

e itendows the to-be-established Authority with effective powers to initiate and
execute investigations.

13 Draft Off-Grid Electrification Policy (2019)

The departure point of the Draft Off-Grid Electrification Policy of 2019'°! is the real-
isation that, since Namibia’s Independence in 1990, most efforts to increase access to
electricity have focused on the expansion of the existing electricity distribution grid.
However, despite the considerable efforts to enhance access to electricity, more than
half of the country’s households remain without access to electrical energy. While
most larger localities have access to grid electricity, those areas that remain without
access to modern electricity services are characterised by low population densities and
often low energy consumption rates. These aspects reduce the cost effectiveness of
grid expansions, and thereby render the provision of new grid services unattractive to
electricity distribution companies.

Yet, numerous contemporary off-grid electrification methods offer opportunities to
provide access to electricity services in areas where it is not economically justifiable
to extend the grid. This is the Off-Grid Electrification Policy’s trigger point: it spells
out the Government’s intent, direction, and undertakings regarding the adoption of off-
grid electricity access options which are to be undertaken as part of ongoing national
electrification efforts. Specifically, the Policy spells out that Government will adopt
minimum standards for the supply of modern electricity services. Only if these mini-
mum standards are met will households and institutions be considered to have access
to electricity

e for domestic users, this minimum standard provides for lighting, the use of
small appliance and the ability to operate a small refrigerator; and
e for schools, clinics and Government offices not connected to the grid, a min-
imum off-grid electricity service standard ensures that basic entity-relevant
services can be provided.
The Policy envisions to contribute to the creation of universal access to electricity ser-
vices throughout Namibia. It is to create enabling conditions for existing and new elec-
tricity service providers to enhance access to electricity by providing off-grid electri-
fication services to end-users. The Policy’s main goals are to

151 GRN (2019a).
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e promote off-grid access to electricity as an important and economically effi-
cient method to complement efforts to provide access to grid electricity;

e create cost-effective, affordable, reliable and equitable access to electricity
for all Namibians; and

e create an environment that enables and facilitates private sector participation
in future electrification endeavours.

The Policy is built on seven main pillars, i.e.:

e Foundational aspects regarding the provision of off-grid electricity services;

e identifying the key enabling conditions and mechanism;

e pronouncing itself on off-grid electrification businesses and business models;

e recognising funding, incentives and investor-friendly conditions as key re-
quirements to initiate off-grid electrification efforts in the country;

e addressing the institutional, governance and ownership considerations of off-
grid electrification;

e spelling out the principles underpinning tariffs, cost recovery and subsidies
for off-grid electrification; and

e recognising that grid encroachment and the compatibility of grid and off-grid
systems are of importance in future national electrification efforts.

14  Draft Smart Grid Policy (2019)

The Draft Smart Grid Policy of 2019'3? is based on the rationale that Namibia has
significant potentials to further increase the generation of electricity, especially from
its world-class solar and wind resources. However, both these resources are intermit-
tent in nature, which implies that challenges may arise when further scaling up their
integration into the national power system. Integration can be achieved by smartening
and modernising the grid, which (amongst others) will also increase its capacity to
absorb additional intermittent generators, both at utility scale as well as at the scale of
individual electricity consumers.

The Policy spells out the Government’s intent, direction and undertakings regarding
the promotion and facilitation of smartening the national grid. It envisions the grid to
better support local, decentralised generation and the use of storage options, regional
integration and to retain electricity end-users by offering efficient, cost-effective and
reliable grid services. The Policy’s main goals are to

e provide an enabling framework for smart grid activities;
e develop new value propositions for grid users;

152 GRN (2019b).
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e improve the management, control, communication and reporting capabilities
of the national grid; and

e ensure that smart grid investments minimise the cost of grid services and en-
sure its continued viability.

The Policy is constructed around six main themes, focusing on

e smart grid planning, prioritisation and coordination;

e funding, pilot projects, research and resource allocation to promote the smart
grid;

e cnabling smart grid communication while ensuring data and cyber-security
for the grid;

e the empowerment of grid users to ensure that the benefits are shared as widely
as possible;

e smart grid asset ownership, licensing and operation; and

e the regulatory treatment of the smart grid and its applications.

15 Draft National Electrification Policy (2020)

In mid-2020, a first draft version of the National Electrification Policy'> has been
compiled and is being discussed with stakeholders. The Policy renews the Government
of Namibia’s commitment to actively lead, support and promote the country’s contin-
ued electrification.'>*

To date, having access to electricity is understood to mean being provided with grid
or grid-equivalent services. However, in view of the rapid emergence of off-grid power
supply options, a focus on grid-delivered electricity services is no longer considered
adequate, noting that a large variety of grid-independent power supply options exist
that may provide access to electricity.!>

The Policy is centred around a set of key Government ambitions, namely that

e clectrification approaches providing services in urban and rural areas are har-
monised;

e the Government commits to actively lead, support, and promote national elec-
trification;

e electrification efforts are tangible, specific, and guided by realism, and align
with national development ambitions, goals and priorities; and

e Dbroadening access to electricity services by innovative funding and delivery.

153 At the time of writing, the National Electrification Policy is being developed. This implies that
the content of this subsection is subject to additions and amendments as the Draft Policy is
discussed with stakeholders.

154 GRN (2020).

155 von Oertzen (2019).
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The Policy recognises that continued electrification efforts must follow a principle-
centred approach, underpinned by holistic planning, funding and implementation. It
furthermore emphasises the importance of such efforts being important for Namibia to
achieve national developmental objectives, and be appropriate, fit-for-purpose and
meet minimum service standards at lowest life cycle cost. The Policy recognises that
cost recovery plays a vital role in determining the best possible electrification funding
option, and supporting low-income consumers as well as productive uses of electricity.
It also states that cross-subsidisation must be economically justified, and be prioritised
to ensure that the economic benefit associated with electrification is maximised.
The Policy objectives are to

506

affirm the Government’s commitment to create universal access to electricity;
support existing and new role players to enhance access to electricity for all;
establish a development-focused planning and prioritisation framework for
all national electrification efforts that minimises costs while reaching the
maximum number of end-users in the shortest possible time;

support the development of a responsive institutional framework to imple-
ment programmes and projects through which universal access to electricity
can be achieved;

strengthen the regulatory framework for electrification undertakings by de-
veloping and implementing legal and institutional changes for the implemen-
tation of light-handed, cost-effective and principle-centred regulations, li-
censing, tariffs and standards;

align national development objectives with tariff structures, incentives, and
subsidies;

ensure socially acceptable electricity service tariffs and charges that balance
the upfront and on-going costs of providing services with the end-users’ abil-
ity to pay;

create new opportunities to optimise service delivery through a multi-stake-
holder approach to the provision of electrification services, including increas-
ing the involvement of the private sector;

support the widening of existing and new funding approaches for electrifica-
tion;

foster long-term investment certainty, predictability and sector-wide growth,
underpinned by needs, aspirations, capabilities and local resource endow-
ments;

facilitate and support existing and new business models to enhance electrifi-
cation;

ensure technology neutrality in all electrification programmes and projects;
and
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e ensure that existing and new electrification initiatives are effectively commu-
nicated, follow transparency of process, and are readily and speedily imple-
mented.

The Draft Policy contains eleven principal themes, framed as a policy statement on the
commitment to electrification; institutional anchoring and private sector participation;
electrification planning and prioritisation; funding; tariffs, charges and subsidies; min-
imum standards; off-grid electrification; customer awareness, communication and ex-
pectation management; capacity development; data collection and reporting; and other
essential matters.

The Policy was expected to be finalised during 2021 and its implementation to be
enabled by a National Electrification Funding Portfolio, developed in parallel with the
Policy. !>

156 GRN (2020d).
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