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D1 ENERGY TYPES, SOURCES AND DISTRIBUTION

D1.1 POLICY AND INSTITUTIONAL FRAMEWORK
D1.1.1 Namibia’s Energy Policy

The Ministry of Mines and Energy is responsible for energy policy formulation and
oversees its implementation, facilitating energy supply to relevant sections of the
economy by way of the statutes it has to administer. Namibia’'s White Paper on
Energy Policy was officially released in May 1998. The policy goals, as listed below,
serve as a framework for the energy policies in the White Paper. These policy goals
are aimed at sustainable energy supply, as enshrined in the Ministry’s mission

statement.

Energy policy goals

“Effective energy sector governance
Effective governance systems will be in place to provide stable policy, and legislative

and regulatory frameworks for the energy sector.

Security of supply
Namibia will achieve security of energy supply through an appropriate diversity of
economically competitive and reliable sources, with emphasis on the development of

Namibian resources.

Social upliftment

Households and communities will have access to appropriate, affordable energy

supplies.

Investment and growth

The Namibian energy sector will expand through local and foreign fixed investment,

resulting in economic benefits for the country. Particular attention will be given to

black economic empowerment.
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Economic competitiveness and efficiency
The energy sector will be economically efficient and will contribute to Namibia’s

economic competitiveness.

Sustainability

The Namibian energy sector will move towards the sustainabie use of natural
resources for energy production and consumption. Government recognises that in
certain contexts some of these goals may be contradictory, and that certain trade-offs
may therefore have to be agreed to in terms of policy implementation. The detailed
policies for the various supply, demand and cross-cutting sectors represent
government’s current thinking on the best means to achieve these goals and overcome

any contradictions.”

The White Paper contains a set of comprehensive and integrated policies to guide the
sustainable development of the energy sector. The policies are organized into three
main groups, namely energy demand, energy supply and cross-cutting issues.
Guidelines and recommendations for their implementation accompany all policy
statements: these are summarised in Appendix D1. The implementation of energy
policies is meant to be supportive of the first National Development Plan (NDP1) with

its four main goals of

revived and sustained economic growth;

employment creation;

reduced inequalities; and

eradication of poverty.

As with other government policies that have an impact on infrastructure development,
the energy policy lacks integrated co-ordination of cross-sectoral infrastructure
planning.  Although forestry planning features in the White Paper, there is no
reference, for example, to the Water Supply and Sanitation Sector Policy or the Roads
Master Plan. Network services (like roads and electricity) tend to promote strip

development in rural areas which has far-reaching environmental conseguences.
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D1.9.2 Downstream Petroleum Sector Governance

The energy section focuses on the downstream petroleum sector, while the upstream

petroleum sector (exploration) is considered in detail in the mining section (C).

The Petroleum Products and Energy Act, 1990 (Act 13 of 1990 - amended 1994 and
7999) governs Namibia’s downstream liquid fuels industry. This Act makes provision
for the regulation of petroleum products, and for the establishment of the National
Energy Council and the National Energy Fund. There is no reference in this Act to
environmental or health and safety matters. However, the Act is in the process of
being amended again to include, inter alia, regulations on application of health,
hygiene, safety and environmental standards and requirements, cleaning up of
petroleum product spills, leaks and other accidents or incidents, and insurance and
recovery of costs in respect thereof. The new amendment stipulates conditions for
provisions of licenses and certificates, prohibitions, duties, specifications, standards

and safety and environmental issues.

The following are some of the notable regulations that are of particular relevance to

the SOER:

» In the decision to grant a license the Minister must take into account the suitability
of storage facilities proposed to be used with regard to safety, health, security,
hazardous substances, environment and town planning requirements.

» Upon abandonment of relevant premises, the license holders restore premises
where petroleum activities were conducted to its natural state.

» Containers used in connection with storage or conveyance of a petroleum product
must be suitable and safe for such storage and conveyance.

No person may use a container in which petroleum product was stored as a water

A%

trough or for other purpose which may have a negative impact on the environment
or safety or health of any person or animal.

> Every person must, in storing, possessing, handling, conveying, using or disposing
of any petroleum products take precautions and exercise such care as is reasonable
in the circumstances in order to avoid endangering the safety or health of any

person and to prevent risk of significant environmental harm.
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Y

In case of a major petroleum spill (more than 200 litres) license holders must inform
the Minister as well as clean the spill in accordance with good petroleum industry
practices.

» The license holder must with regard to the storing, possessing, handling,
conveying, using or disposing of petroleum products at all times take adequate

precautions to prevent the outbreak of a fire.

Y

The Minister can refer an issue or amendment where such an amendment may
have an impact on the environment to the Ministry of Environment and Tourism for

its written recommendation.

The amendment bill is expected to be tabled in Parliament soon, and, once

promulgated, the regulations will become applicable.

The Fuel Resellers Rationalisation Plan (RATPLAN) for Namibia is an agreement
between the oil companies and the government relating to the allocation and
management of service stations, and to market shares among these downstream
marketers/wholesalers. The RATPLAN effectively limits competition, but at the same
time it enables supply of petroleum fuels to remote areas. This agreement is being
replaced by a set of government regulations, with the aim of leveling the playing field
without prescribing how the market should be supplied. According to the Ministry of
Mines and Energy, these regulations will take adequate cognisance of environmental

concerns related to liquid fuel dispensing outlets.

Efforts are currently underway to deregulate the liquid fuels sector to achieve
economic efficiency. In February 1999, the National Energy Council has set up a
National Deregulation Task Force (NDTF) to investigate the possibility of relaxing
control on market entry and fuel prices, such that the industry begins to rely on market
forces, commensurate with a reduction of government involvement in the sector. The
NDTF has recommended in May 1998 that a gradual process of re-regulation be
implemented over a 3-5 year timeframe, at the end of which the necessary conditions
for a competitive market, as set out in the White Paper on Energy Policy, are
envisaged to have been achieved. .Some of the issues addressed under re-regulation
include a transparent setting of prices by government in consuitation with the oil

industry but allowing limited competition. While there is no elaboration on what
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limited competition entails, it can be assumed that prices are bound to keep on
increasing to meet the increasing government financial commitments. This hence
limits access to petroleum products, hindering switching from traditional woodfuel to
the locally cleaner petroleum fuels. Under re-regulation the NDTF recommends
increase in government’s role in areas of health, safety, environment and standards
and to continue to actively encourage high labour intensity at retail level. This is
favorable in that it ensures protection or safeguarding of the physical and social
environments. The NDTF notes that in developing countries de-regulation usually
causes prices to go up. In addition, rationalization of the number of outlets {under de-
regulation) could result in closure of a large proportion of the unprofitable operations.
In this case the rural areas are the hardest hit. As stated heretofore, this would have

negative environmental implications.

D1.1.2.1 Provisions for environmental impact mitigation: Qil spills

In terms of the Merchant Shipping Act of 1991 the Directorate of Maritime Affairs in
the Ministry of Works Transport and Communication is responsible for cleaning up
major offshore ail spills. In 1993 the Government Action Control Group (GACG) was
established to effectively respond to any emergency on an offshore installation and in
cases of oil pollution caused by shipping. The GACG is a specialist emergency unit

falling under the Emergency Management Unit (EMU) of the Government.

In future the National Response Team (NRT) that is being established as part of the
National Oil Spill Contingency Plan (NOSCP) will be responsible for combating oil
spills. The NOSCP deals with the broad aspects of oil pollution combating, whether
from crude oil or refined products. The NOSCP falls under the auspices of the
Directorate of Maritime Affairs. However, proper linkages with the Ministry of Mines
and Energy, which is still controlling the downstream petroleum sector, need to be

established within the NOSCP structures.

Regulations to be promulgated under the Petroleum Products and Energy Amendment

Act, 1999 address petroleum product spills, leaks and other accidents or incidents.
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D1.1.3

Electricity Sector Governance

To date the electricity sector has been governed by South African electricity acts.

New electricity legislation for Namibia has recently been drafted and is expected to be

enacted during the current year. The new Electricity Act will include a regulatory

framework for electricity pricing and tariffs, which until now has not existed. The Act

furthermore makes provision for the establishment of an Electricity Board that will be

responsible for regulating the electricity industry and protecting customers.

Regulations to supplement the new Electricity Act are being drafted. These regulations

are planned to be divided in five parts, namely

Definitions

Administrative regulations

Regulations on electricity pricing policies, principles and tariffs
Technical regulations '

Other items

Options for improving electricity sector efficiency through the restructuring of the

electricity supply industry are currently being considered by the Ministry of Mines and

Energy in consuitation with stakeholders.

D1.1.4

Environmental Impact Assessment Policy

The White Paper on Energy Policy has put in place a general environmental policy that

requires that environmental impact assessments be carried out in accordance with the

government’'s environmental policies. This policy states that

“Government will, in accordance with Namibia’s Environmental

Assessment Policy and the Environmental Management Act, require and

enforce the undertaking of Environmental Impact Assessments for all

major energy-related projects, policies and programmes having potential

impact on the natural environment and on human health and safety.”
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The White Paper further promotes the principle of environmental costing during project

evaluations, as contained in the following policy statement:

“Government will base decisions regarding new energy projects on
principles and procedures for environmental and socio-economic
assessment, mitigation and compensation which take account of the

environmental and social costs of the projects.”

The environmental impact of woodland depletion through woodfuel use is addressed in

the White Paper with policy statements on

* Investigation into the status and use of biomass

e [nvestigation into charcoal production and/or wood transport to areas of
need

* Promotion of fuel-efficient cooking technologies in rural areas

e Integrated and co-ordinated rural de'velopment interventions

* Integration of woodfuel needs into Directorate of Forestry policies and

practice

Woodfuel substitution and the use of renewable energy technologies in remote rural

areas are promoted in the White Paper through a number of policy statements,

D1.1.5 Household Health And Safety

Mitigation of hazards due to household energy use is addressed in the White Paper on
Energy Policy. The extent of such hazards has not been determined in detail, but it is
suspected that pollution levels experienced by households regularly burning fuels such
as wood and paraffin are higher than world health standards would allow (White

Paper, 1998). The policy formulated in this respect reads as follows:

“As a basis for potential corrective policy, government will assess the

extent to which the health and sarety of rural and urban household
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dwellers is being affected by the use of wood, candles and paraffin

within their homes.”

D1.2 ELECTRICITY GENERATION, TRANSMISSION AND DISTRIBUTION
D1.2.1 Namibia’s Electricity Supply Industry

Namibia’s annual electricity consumption in 1998 was 1,904GWh, with a peak load of
326MW. Demand growth was on average 5.9% per annum over the last three years
while energy growth was on average 2.2% per annum over the same period. Net
imports of electricity from ESKOM in South Africa currently account for over 50% of
the requirements, with the remainder being supplied mainly by Namibia’s Ruacana
hydro-electric power station. Namibia is a member of the Southern Africa Power Pool
(SAPP).

Namibia‘s bulk supplier of electricity, NamPower, is a vertically integrated power utility
that is 100% government-owned and accountable to the Ministry of Mines and
Energy. In addition to its core responsibility for electricity generation and transmission,
NamPower is to a large extent also involved in distribution, supplying bulk electricity to
municipalities, mines, large agricultural and industrial consumers, the Ministry of
Regional and Local Government and Housing, Northern Electricity and commercial

farmers.

The Ministry of Regional and Local Government and Housing (MRLGH) is the
electricity supply authority outside municipal and town council areas. MRLGH is
responsible for management, operation, maintenance and extension of the rural and
peri-urban electricity networks. Municipalities and town councils are responsible for
this same service in their areas of responsibility. Northern Electricity, a private
electricity distribution company, is responsible for electricity supply in the densely

populated northern regions of the country, by virtue of a contract with the
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government. The company is relieving the Ministry of Regional and Local Government

and Housing of its power supply responsibilities in those regions.

In the diamond mining town of Oranjemund, the mining company NamDeb is the

electricity supply authority.
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D1.2.2 Electricity Generation

At present, Namibia’s total power generation capacity amounts to some 400MW,
which includes a large number of small diesel generating units throughout the country
(mainly on commercial farms). Local electricity generation accounts for about 30-
50% of the total consumption. In 1997 electricity imports accounted for nearly 70%

of the total consufnption.

The power plants with details on energy carrier, capacity, location and commissioning

dates are listed in Table D1.

Table D1: Power plant details
POWER LOCATION PLANT ENERGY CAPACITY | COMMISSIONING EXPECTED
PLANT TYPE CARRIER YEAR REMAINING LIFE
Ruacana Kunene River Hydro Water 3x80 MW 1978 30-50 years
Van Eck Windhoek Thermal | Coal 4x30 MW 1972 10-20 years
Paratus Walvis Bay Thermal | Diesel 24 MW 1975 10 years
Katima Mulilo | Katima Mulilo | Thermal | Diesel 3 MW 1980 ?

In addition, the country’s power supply capacity includes a 200MW 220kV double
circuit interconnector with the ESKOM system in South Africa. Another
interconnector rated at 400MW and operating at 400kV level is presently being

constructed.

The Van Eck, Paratus and Katima Mulilo power stations are only used as a back-up
source because of their high operating costs resulting from high fuel costs. Imported
coal from South Africa costed on average N$257.53 per ton in 1998, the bulk of

which is for transport.

Pi.2.2.1

The demand for electricity has been growing at an average rate of 2.3% per annum

Prospective future generation expansion

since Independence, and it is forecast to increase at about 4% per annum in the
medium-term future (JICA, 1998). Under this scenario, demand will exceed supply
by year 2000. In view of this imminent shortfall, the government in conjunction with

NamPower is investing in additional power supply capacity. To improve security of
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electricity supply, the government aims for Namibia to be able to supply 100% of

peak power demand and at least 75% of energy demand from internal sources by the
year 2010.

Being a run-of-the-river power plant, power generation at Ruacana is dependent on
rainfall in Angola and firm generating capacity is considerably reduced due to a lack
of upstream river flow regulation, and particularly due to problems with the Gove
Dam in Angola. Development prospects for hydropower are significant. A fourth
80MW unit could be added to Ruacana at relatively low cost. There is also the
possibility of developing hydropower sites downstream of Ruacana in the vicinity of
the Epupa Falls (250 - 500MW), or a smaller plant on the Okavango River near Popa
Falls {15MW),

400k V interconnector

NamPower is in the process of constructing a new 400kV power line from the South
African ESKOM system via Kokerboom substation in southern Namibia to Auas
substation near Windhoek. While NamPower is considering various alternatives to
increase its generation capacity, the link with the South African network needs to be
upgraded to augment the existing 220kV interconnector which is operating close to
design capacity. The upgrade will also enable potential future power exports to take

place. The new interconnector is expected to be completed by May 2000.

Exploitation of the Kudu Gas field

Feasibility studies on the exploitation of the Kudu gas field off Namibia’s southern
coast indicated that the gas field has proven recoverable and probable reserves of
more than 240 billion cubic meters which would be sufficient to run a 1,000MW
combined cycle gas turbine plant for at least 200 years. The recent drilling of the

Kudu-5 well confirmed significant additional reserves.

The development of a 750MW combine cycle gas turbine (CCGT) plant at

Oranjemund is initially being considered, with possible capacity increase to 1500MW.
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The plant will be connected to the Namibian electricity grid at Kokerboom substation

by a 400kV power line.

The November 1997 Memorandum of Understanding between joint venture partners
NamPower, Shell Exploration and Production Namibia, ESKOM and National Power of
the UK to develop the 750MW plant lapsed on 1 January 1999, effectively
terminating the project in its present form. Negotiations are presently underway
between the four parties to investigate options and opportunities consequent upon

developments in the southern African region.

Hydro-power generation on the lower Kunene River

The feasibility study on the proposed Epupa/Baines hydro-electric scheme has been
finalised during 1998. The social impact of the scheme on the indigenous Himba
people, as well as the impact of the dam on the environment, are still controversial
obstacles that remain to be overcome. However, Government appears to be
committed to the construction of the scheme which will require a substantial

investment and long lead-time.

Exploitation of wind resources

A feasibility study on the establishment of wind parks along Namibia’s coastline has
recently been undertaken. Indications of that study are that the wind resource at
Llderitz on Namibia’s southern coast is sufficient to justify the establishment of a
wind park. As an initial step, a wind park rated between 10MW and 20MW is being

considered. If constructed this will be the first wind park in southern Africa.

D1,2.3 Power Transmission

Power transmission is the responsibility of NamPower. The transmission network
comprises some 14,500 km of power lines, ranging in voltage level from 330kV to

22kV. Figure 1 shows the power transmission system in Namibia. The system is

ENERGY ENVIRONMENT Page D19 of 96



