
Annexure B

ANNEXURE B

RESPONSE TO BW KUDU SUBMISSION

B1. Introduction and Context

BW Kudu submitted a written submission to the Electricity Control Board prior to NamPower's

presentation at the public hearing on the proposed National Aggregator Model. The submission

is framed primarily as a set of clarification questions relating to the nature of NamPower’'s

proposed role, the commercial and contractual structure of aggregation arrangements, and the

interaction between aggregation and large-scale firm gas-to-power generation projects.

NamPowernotes that BW Kudu’s submissionin principle objects on three groundsaslisted in

Annexure B3.5 below.

B2. Summary of NamPower’s Responseto the BW Kudu Submission

BWKseeksclarification as to whether the proposed Aggregation Modelis intended to apply

exclusively to the Nathaniel Maxuilili Power Project (NMPP)or whetherit establishes a mandatory

precedentforall future dispatchable powerprojects.

NamPowerclarifies that the Aggregation Model wasinitiated in response to a specific

Governmentdirective to explore aggregation arrangementsin relation to NMPP. With relevance

to national security of supply and constrained export capability, the proposal submitted to the

ECBwastherefore a requestin principle however, project-specific in origin.

Anyreferenceto a “National Aggregator”reflects the functional nature of aggregation as a system

and marketservice, and not an automatic or mandatory application to all dispatchable generation

projects. NamPower does not propose that aggregation be imposed as a default market

requirement. Any future application would remain subject to ECB approval, assessed on a case-

by-case basis, and implemented only where aggregation is demonstrably required to address

system, transmission, or market constraints.

B3. Detailed Response to BW Kudu Submission

B3.1 National Aggregator Role

“BWKnotesthat although the presentations provided in support ofNamPower’s proposal

present the proposal exclusively by reference to the NMPP — the slides carry the NUPP

logo — yet it appears from the introduction ofa newly invented‘role’ of ‘National Aggregator

that NamPoweris actually proposing this modelfor all dispatchable generators.”

NamPowerclarifies that the Aggregation Model wasinitiated pursuant to a specific

Government directive to explore aggregation arrangements in relation to the Nathaniel

Maxuilili Power Project (NMPP). The use of NMPP-branded material reflects the project-
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specific origin of the concept and does not imply automatic or blanket application to all

dispatchable generators. This document should not have been published publicly.

The reference to a “National Aggregator” describes a functional role required to perform

aggregation within the Namibian system context and doesnotin itself create a mandatory

or universally applicable market structure. Any extension beyond NMPP would be

assessed on a case-by-case basis, and implemented only wherejustified.

B3.2 Project-Specific or Sets a Mandatory Precedent

“BWKtherefore suggests that thefirst issue to be clarified by the ECB is whetherthis

proposal is an application in regard to specific commercially negotiated trading

arrangements with the NMPPalone, or whetherit will establish a mandatory precedentfor

all future dispatchable powerprojects.”

NamPowerconfirms that the proposal submitted to the ECB describes to a specific

aggregation arrangement associated with NMPP, however will form the basis for

NamPower to become the National Aggregator. It does not establish a mandatory

precedentforall future dispatchable powerprojects.

Any future aggregation arrangement would require separate consideration, including an

assessment of system need, transmission constraints, and market impact. The

Aggregation Model doesnotalter the default MSB framework nor impose aggregation as

a market requirement.

B3.3 Adequacy of Consultation

‘If the latter, BWK believes a more extensive andinclusive public consultation processis

required, whereby viable alternative market models used elsewhere in SAPP could be

evaluated and compared.”

NamPowernotes that the Aggregation Model has been developedfollowing:

e Formal engagement with Government and the Ministry of Industries, Mines and

Energy;

e Multiple engagements with the ECB; and

e Review by an independent consultant appointed by the ECB, on which NamPower

provided detailed comments.

It is our understanding that the public hearing process forms part of this consultation.

NamPower remains supportive of further engagement under the ECB’s guidance but

submits that the current proposal represents a pragmatic response to existing system

constraints, rather than a comprehensive market redesign.
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B3.4 Risk of Re-Establishing a Single Buyer for Dispatchable Exports

“It would be disappointing therefore, if the current proposal is to apply to all new

dispatchable powerprojects, as new projects would then be faced with a structure that

results in the effective re-establishmentof a single buyer for dispatchable exports.”

NamPowerreiterates that the Aggregation Model does not re-establish a single-buyer

framework. Participation in aggregation as a service is voluntary and contractual, not

compulsory. However, NamPower maintains that the role of National Aggregator should

be reserved asaninstitutional function.

Independent Power Producers retain ownership of generation assets and the ability to

pursue alternative commercial arrangements, subject to licensing and regulatory

compliance.

B3.5 Principal Objections to the Aggregation Model

“Instead of engaging in a process of consultation over the optimal way to develop the

Namibian market... the introduction of a dispatchable generator is being used to develop

an approach that may be sub-optimal without proper consideration of the alternatives.”

NamPower submits that the Aggregation Model was developed precisely to address

current system limitations, including limited transmission capacity, increasing renewable

penetration, and the absence of firm dispatchable generation and specifically for the

Namibian electricity supply industry.

The modelis not proposed as an exclusive marketdesign but as a targeted solution within

the existing regulatory framework. Market evolution remains subject to ECB-led

processes.In addition, NamPowerformally records that alternative markets fundamentally

differs in its objectives and setup and disregarded in NamPower’s duediligence to peruse

anyfurther.

“The proposal would result in the inequitable treatment of market participants other than

NamPower and NMPP.”

NamPowerclarifies that aggregation does not confer exclusive or preferential treatment.

Aggregated projects remain subject to the same technical requirements, balancing

obligations, and transmission constraints as other MSBparticipants.

Aggregationis intended to enable structured optimisation where system constraints exist,

not to disadvantage other market participants. This is to ensure that capacity ofall cross-

border supplies are not locked up,but its usage maximised.
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“The proposalappliedto all dispatchable projects would represent an unfair appropriation

of commercial benefits of dispatchable generation by NamPowerat the expenseofthe

project developers.”

NamPowerconfirms that any commercial benefits arising under aggregation are explicitly

defined contractually and subject to regulatory oversight. Developers retain commercial

agency and are not compelled to enter aggregation arrangements.

No commercial benefits are appropriated by regulation; they arise only through negotiated

agreements andrisk allocations.

B3.6 Namibia’s Current Balancing Framework Compared to Regional Practice

“The MSB modelthat applies within Namibia requires balancing each point of supply

separately... Namibia is out-of-step with developments elsewherein the region.”

NamPowernotes the comment and assessed that it may not be relevant to the current

process and proposalto act as the national aggregator.

B3.7 Reference to Mandatory Net Balancing in Zambia

“In Zambia... the balancing requirements... effectively make [net balancing] obligatory.”

NamPoweracknowledgesdiffering regional market designs. However, market evolution

in Namibia must occur within the domestic legal and regulatory framework.

B3.8 Separation of System and Market Operator Functions in Other Jurisdictions

“The Zambian design entails a clear separation between the commercial business of

trading in powerandthe service providerrole of system and market operator...”

Although the commentis noted, it may not be relevant to Namibia as the intent, function,

legislation and governing policies and its objectives between the countries may notbefully

aligned.

B3.9 Allegation of Potential Abuse of System Operator Position)

“This proposal therefore appears to represent precisely the sort of abuse of position that

otherjurisdictions are seeking to eliminate.”

NamPowerrespectfully disagrees. The Aggregation Model does not grant discretionary

dispatch authority nor preferential access to system services. All activities remain subject

to established operational rules.
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B3.10 Allocation of Market and Credit Risk Under the Aggregation Model

B3.11

“Underthis arrangement the power developer faces both the marketrisk and the financial

risk, while NamPower gains commercial benefits...”

NamPowerclarifies that risk allocation under aggregation is defined contractually, not

imposed by regulation. Developers retain the ability to negotiate terms, security

arrangements, andpricing structures, or to decline participation. The principles as outlined

in NamPower’s presentation remains.

Potential Restrictions on IPP Participation in SAPP Intra-Day Markets

“Control of dispatch for export could also result in NamPowerbeing able to trade an IPP’s

powerin the SAPPintra-day market while preventing the IPP from doing the same.”

No, dispatch under aggregation is executed in accordance with agreed schedules and

system requirements. The Aggregation Model doesnot prohibit IPPs from participating in

SAPP markets outside of agreed contractual arrangements.

B3.12 Assertion of Higher Dispatch Ranking Within SAPP

B3.14

“NamPowerstates that it has a ‘higher dispatch rank within SAPP... How and why does

NamPowerhavegreaterpriority over dispatch and transmission capacity?”

NamPowerclarifies that dispatch outcomes are determined by the natureoffirm contracts,

technical availability, and SAPP governance framework. Noartificial dispatch priority is

asserted through aggregation. NamPower doesnotunilaterally claim greater priority, or

reserved transmission capacity allocation, which are defined and allocated through a

formal transmission connection process, a not merely an institutional preference.

Use of Any Dispatch or Transmission Advantagefor a Single Project

“Why any such advantages be used to the benefit of NMPPinsteadof... all IPPs?”

No. Any aggregation arrangementis assessed on a project-specific basis and reserved

for firm power projects. NamPower does not preclude similar arrangements for other

projects where justified, however the initiation of the aggregation model has been

facilitated by NMPP.Dueto thelimited export available, the transmission capacity will not

be forfeited to NMPP, as the current only formal applicant, but rather used to in

aggregation with NamPower’s surplus energy and all NamPowerimports (for security of

supply) shall still take priority. It should also be noted that VREis not considered within
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this proposal. NamPowerhas not been engagedorinformed of otherfirm powerprojects

interested to be aggregated.

B3.15 Priority of Transmission Access for Domestic Supply Obligations

“Anypriority of access... should be to enable [NamPower] to fulfil its role as supplier to the

regulated domestic market.”

NamPoweragrees. Domestic supply obligations remain paramount. Aggregation does not

compromise domestic supply security and is designed to optimise surplus and export

capability without prejudice to local demand andthe full cost recovery of such security of

supply arrangements through export.

B3.16 Opportunity Cost to Renewable IPPs from Aggregated Export Access

‘It is not possible to compare the commercial benefit accruing to NMPP... with the

opportunity loss to renewable IPPs.”

NamPowernotes that aggregation does not restrict renewable IPPs from pursuing export

opportunities subject to regulatory compliance and transmission availability. However, and

subject to the current moratorium and transfer constraints, there are no existing

opportunities available to qualify and quantify any perceived opportunity cost. The

commentis thus noted, however in NamPower’s view not stated in context.

B3.17 Importance of Tailored Generation Profiles for Dispatchable IPPs

“A key componentof the value proposition that a dispatchable generator brings... is its

ability to providetailored profiles.”

NamPower acknowledges this and notes that aggregation preserves this value through

contractual scheduling arrangements agreed with generators.

B3.18 Impact of Aggregation on Commercial Optimisation of Dispatchable Generation

“The interposing of NamPower... negatively impacts commercial benefits rightly due to a

dispatchable generator.”

NamPowerreiterates that aggregation does not imposeunilateral dispatch rights. Dispatch

under aggregation follows agreed contractual schedules and system security

requirements and to ensure optimisation.
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B3.19 Impact of Mandatory Dispatch Control on Behind-the-Meter Development Options

“Obligatory dispatch control by NamPower... would take that development option away

from developers.”

Aggregation is not obligatory. Developers retain the option to pursue behind-the-meter

solutions or alternative commercial structures, subject to regulatory approval.

B3.20 Competition Law and Requirement for Competition Authority Approval

“Such a development would need to be sanctioned by the Namibian Competition

Commission.”

NamPowerrespectfully disagrees with this remark. NamPowerwantsto restate on record,

that Namibia’s electricity market is not fully liberalized and that we are operating in a

modified single buyer market as contemplated by the Modified Single Buyer (MSB) Market

Design and MSB Rules. NamPower, as the nationalutility is already operating as an

“aggregator” under the modified single buyer role, howeverlimited to its own and existing

portfolio, which can be optimised with third-party firm exports within Namibia, and whichis

not related to the 30% openedfor the market within Namibia. This remains a commercial

facilitation and should be perceived in any uncompetitive nature following the issuance of

the respective licencing regime. It should be further categorically stated that exports are

not currently operated in any competitive regime between NamPowerand the export

market as NamPowerstill hold the full reservation of transmission capacity, even under

the MSB Market Rules.

B3.21 Preferencefor Direct Bilateral Commercial Negotiation Over a National Aggregator Role

“BWKwould suggest that a more equitable approach could beto rely on direct commercial

negotiation and not through anartificial ‘national’ role created by the regulator.”

NamPower submits that aggregation complements, rather than replaces, bilateral

commercial negotiation where system constraints exist. It is proposed as a regulated

market service, not an artificial or imposed role onall firm power projects, as suggested.


