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Executive summary

The Updated Namibian Electricity Supply Industry (ESI) Performance Management Framework (PMF) has been
developed by the Electricity Control Board (ECB) to drive a secure, efficient, sustainable, and accessible power
sector in Namibia. This comprehensive framework aligns industry performance with national strategic objectives
and establishes precise mechanisms for monitoring, evaluation, and continuous improvement. By establishing
robust performance indicators, benchmarks, and accountability measures, the PMF facilitates both data-driven
regulatory decision-making and the integration of incentive-based regulation, ultimately ensuring that Namibian
electricity services meet consumer needs while fostering long-term sector resilience.

At the heart of the PMF are strategic objectives that focus on strengthening energy security, reducing electricity
imports, enhancing operational efficiency and decreasing corresponding costs, promoting affordability, increasing
access to electricity, and expanding the contribution of renewable energy. These goals are crucial in addressing
persistent challenges, including maintaining cost reflectivity, supply-demand imbalances, a heavy reliance on
imported electricity, ageing infrastructure, and limited rural electrification. The framework also aims to modernise
market structures through initiatives including market liberalisation and the implementation of the Modified Single
Buyer (MSB) model, which encourages private sector investment and competition.

The PMF is designed as a structured, data-driven approach that enables the ECB to define service and supply
standards, monitor performance across key areas, and enforce compliance. It focuses on five primary Key
Performance Areas (KPAs): Licensing and Regulatory Compliance, Financial Sustainability, Supply Quality and
Reliability, Customer and Stakeholder Satisfaction, and Sustainable Sector and Socioeconomic Development. For
each KPA, a suite of Key Performance Indicators (KPIs) has been selected and categorised into tracking,
benchmarking, and contextual indicators. These measures ensure that operational efficiency, regulatory adherence,
service quality, and environmental sustainability are all evaluated against both historical data and industry best
practices.

A series of well-defined processes underpin the annual PMF cycle. In the initial phase, comprehensive training
programmes and system setups ensure that licensees’ designated Regulatory and PM (Performance Management)
Analysts are equipped to collect, validate, and submit accurate data immediately as the new operating year
commences. Data is then collected and submitted within prescribed timelines, aligned with financial reporting
cycles, and subsequently evaluated through both individual and sector-wide assessments. These evaluations
culminate in the publication of performance reports that are discussed at national workshops, ensuring transparency
and facilitating industry-wide improvements. Mid-year assessments and continuous performance reviews further
reinforce the framework’s adaptability and commitment to ongoing optimisation.

Licensee responsibilities under the PMF are bifurcated into internal and external activities. Internally, licensees
must embed the PMF within their operational processes, secure executive-level commitment, designate dedicated
Regulatory and PM Analysts, and invest in robust monitoring and reporting systems. Licensees are required to
allocate resources for capacity building, implement best practices, and continuously refine their performance
strategies through regular self-assessments. Externally, licensees must comply with all data submission
requirements, actively participate in regulatory workshops and feedback sessions, and fully cooperate with periodic
audits to ensure transparency and accountability.

The ECB’s role is equally critical, as it is tasked with establishing and maintaining the PMF through a dynamic
regulatory process. This involves regular updates of PMF guidelines and benchmarks, rigorous data collection and
validation, as well as continuous capacity building and stakeholder engagement. The ECB also directly manages
licensee performance by conducting audits, setting customised performance targets, and integrating performance
outcomes into tariff reviews, license renewals, and incentive schemes. The PMF will support the introduction of an
incentive-based model driven by solid foundational data. The first step is to ensure robust operational processes and
foundational data, on which incentive models and regulations can then be introduced. This dual approach of
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maintaining a forward-looking performance management process while directly overseeing licensee performance
underpins the effectiveness of the regulatory framework.

In support of the PMF, the Regulatory Accounting and Financial Reporting Guidelines (RAGs) have been
introduced across three volumes. These guidelines standardise financial reporting through the adoption of a Uniform
System of Accounts, transparent cost allocation methodologies, and clearly defined reporting requirements. The
implementation and roadmap to full compliance with these guidelines must be agreed on an individual basis by each
licensee with ECB. The RAGs facilitate accurate tariff setting, fair cost recovery, and improved financial
management by ensuring that regulated and unregulated activities are reported distinctly and consistently across the
industry.

The PMF also incorporates a robust benchmarking process. An Excel-based Performance Evaluation Model,
supplemented by comparative data from international, regional, and peer sources, provides the analytical foundation
for setting performance benchmarks and targets. This systematic approach ensures that performance standards are
evidence-based, realistic yet challenging, and directly integrated into regulatory decisions. Through expert reviews
and continuous data analysis, the benchmarking process drives effective regulation by linking performance
outcomes to financial rewards and penalties, thereby encouraging operational excellence and constant improvement.
The Performance Evaluation Model will be made available to licensees to facilitate a continuous self-evaluation
process, ensuring strong alignment with sector objectives and annual review processes in collaboration with the
ECB.

A structured three-year implementation roadmap has been developed to guide the rollout of the PMF. In Year 1, the
focus is on establishing the updated framework, piloting data collection systems, and setting up initial reporting
mechanisms. Year 2 involves optimising these processes based on pilot feedback and integrating incentive
mechanisms. By Year 3, comprehensive reviews and studies are commissioned to update benchmarks, refine
incentive structures, and fully automate regulatory processes, ensuring that the PMF remains adaptive and future-
fit.

Risk management is a cornerstone of the PMF. Robust controls, standardised data validation, dedicated IT systems,
and continuous training are all integral to mitigating risks such as data inconsistencies, technological challenges,
and resource limitations. These measures ensure that the framework not only delivers reliable performance
evaluations but also adapts to external regulatory, economic, and market shifts, thereby safeguarding the integrity
and sustainability of Namibia’s electricity supply industry.

In summary, the Updated Namibian ESI PMF represents a transformative approach to regulatory oversight. It aligns
industry performance with national strategic objectives, fosters a culture of continuous improvement, and supports
the evolution of a more efficient, sustainable, and customer-centric electricity sector. By embedding rigorous
performance monitoring, data-driven decision-making, and incentive-based regulation into its core, the PMF lays a
robust foundation for the long-term success of Namibia’s power industry, ultimately benefiting consumers,
investors, and the broader Namibian economy.
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1 Introduction

1.1 Electricity Supply Industry (ESI) Strategic Objectives

The Electricity Control Board (ECB) is committed to ensuring a secure, efficient, sustainable, and accessible
electricity supply industry (ESI) in Namibia. To achieve this, the Performance Management Framework (PMF)
serves as a critical mechanism for monitoring, evaluating, and aligning industry performance with national strategic
objectives. The industry’s key goals are summarised as follows:

1)

2)

3)

4)

5)

6)

7)

8)

Strengthening Energy Security: Reduce dependency on electricity imports by increasing domestic
generation capacity, particularly through renewable energy sources, ensuring a stable and self-sufficient
power supply.

Reducing Electricity Imports: Progressively reduce reliance on external power sources by enhancing
domestic generation capabilities, mitigating risks linked to power purchase agreement (PPA) expirations,
and securing long-term energy supply stability.

Enhancing Efficiency: Improve the efficiency of electricity generation, transmission, and distribution by
reducing operational costs and technical losses, modernising infrastructure, and integrating smart grid
technologies.

Enhancing Affordability: Ensure a balance between cost recovery and affordability by implementing
tariff restructuring, sector subsidies for vulnerable consumers, and leveraging cost-effective renewable
energy solutions.

Increasing Access: Achieve universal electricity access by 2040 through the expansion of both on-grid
and off-grid solutions, including decentralised and mini-grid systems to enhance electrification within rural
and underserved areas.

Expanding Renewable Energy: Achieve a 70% renewable energy contribution to the total generation mix
by 2030, increasing solar, wind, and biomass energy production to improve sustainability and reduce
carbon emissions.

Market Liberalisation: Implement the Modified Single Buyer (MSB) market model to foster increased
competition, encourage private sector investment, and enhance market efficiency.

Promoting Sustainability: Integrate sustainability initiatives such as demand-side management
programmes, energy efficiency regulations, and environmental conservation policies to create a long-term,
resilient electricity sector.

The PMF plays a fundamental role in aligning industry performance with these strategic objectives by establishing
clear performance indicators, benchmarks, and accountability measures. The framework facilitates:

1)
2)
3)

4)

Performance Monitoring & Evaluation: Enables regular assessment of key performance indicators
(KPIs) related to energy security, efficiency, affordability, access, and sustainability.

Data-Driven Decision Making: Informs policy adjustments, regulatory interventions, and investment
priorities to address emerging challenges.

Ensuring Regulatory Compliance: Ensures licensees (generators, transmitters, distributors, and traders)
comply with national energy policies and performance standards.

Enhancing Market Transparency & Accountability: Establishes a structured approach to performance
reporting, enhancing transparency in electricity market operations and ensuring accountability among
stakeholders.

10
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ESI Sector Challenges

The ECB’s PMF aims to address key challenges related to energy security, sustainability, and sector resilience
within the industry. Key challenges addressed within the PMF include:

1)

2)

3)

4)

5)

6)

1.3

Supply-Demand Imbalance: Namibia’s domestic electricity supply remains insufficient to meet growing
demand, generating less than half of its consumption needs. While NamPower operates key generation
facilities, including the Ruacana Hydroelectric Power Station (330 MW), these rarely achieve full capacity.
With peak demand exceeding 600 MW and projected growth of 5-10% per annum, the PMF prioritises
mechanisms to enhance local generation capacity, optimise energy efficiency, and strengthen energy
security.

Growing Role of IPPs: The growing role of IPPs has contributed approximately 230 MW to the national
grid, supporting supply diversification. The PMF actively promotes the liberalisation of the electricity
market by encouraging independent power production and can potentially encourage energy trading under
a willing-buyer, willing-seller model, fostering competition and private-sector investment in generation
and supply.

High Import Dependency: Namibia currently imports around 62% of its electricity from mainly South
Africa, Zambia, and Zimbabwe, exposing the country to external supply vulnerabilities. The PMF promotes
increased domestic generation, primarily through renewable energy, which is anticipated to account for
70% of the total energy mix by 2030.

Ageing Infrastructure and Decreasing Local Generation: Ageing power infrastructure and the
constraints of hydropower facilities contribute to declining national generation capacity and increased
reliance on imports. The PMF emphasises the need for infrastructure modernisation, investment in grid
resilience, and the integration of alternative energy sources to support long-term sector stability.

High Electricity Prices: While cost-reflective tariffs are critical for ensuring the financial sustainability
of the electricity sector, they pose affordability challenges for consumers. The PMF addresses pricing
challenges by balancing cost recovery with affordability considerations and promotes efficiency measures
to manage costs.

Limited Rural Electrification: With only 20-30% of Namibia’s rural communities having access to
electricity, expanding electrification remains a national priority. The PMF incorporates decentralised and
off-grid solutions and encourages investment in rural energy programmes to enhance access and socio-
economic development.

ECB’s Mandate to Regulate Licensees and the Electricity Supply Industry’s
(ESI) Performance

The ECB was established under the Electricity Act No. 4 of 2007 and plays a central role in regulating the
performance of licensees and the broader ESI. Performance management lies at the core of the ECB’s mandate,
with Section 3 of the Act empowering the regulator to ensure the efficient development and functioning of the
industry. This includes setting expectations for operational performance, enforcing quality and service standards,
and intervening where necessary through rulemaking, compliance orders, or license reviews. Through its authority

to issue codes (for example, grid and market rules) and binding performance guidelines, the ECB ensures that
licensees operate in line with evolving technical, financial, and service delivery benchmarks.

The Electricity Act further institutionalises performance oversight through multiple supporting clauses:

11
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Section 27 enables the ECB to approve or revise tariffs, using cost efficiency and performance trends as

justification, linking licensee remuneration directly to operational discipline.

e  Section 44 specifically mandates the ECB to define and enforce quality of supply and service standards,
establishing a legal basis for performance measurement and benchmarking.

e Section 37 grants inspection and reporting rights, ensuring licensees submit accurate, timely performance
data for evaluation. Additionally, licensing conditions across generation, distribution, transmission, and
import activities require ongoing submission of operational information to support performance
monitoring.

e If performance obligations are unmet, Sections 29 and 32 allow for license suspension or reallocation of

service areas.

These provisions, combined, enable the ECB to manage, assess, and improve the performance of Namibia’s
electricity sector.

1.4 PMF Purpose and Focus Areas

1.4.1 PMF Purpose

The PMF is a structured and data-driven approach that enables the ECB to define supply and service standards,
monitor industry performance, and enhance the operational, technical, and financial efficiency of Namibia’s ESI
licensees, including generators, transmitters, distributors, and traders. The PMF focuses on:

1. Aligning the ESI industry with national energy goals: Ensures the ESI meets Namibia’s strategic
objectives, including enhancing energy security, increasing renewable energy adoption, promoting
affordability, and achieving universal electrification.

2. Defining Key Performance Areas (KPAs) and Indicators (KPIs): Establishes clear and measurable
performance metrics that will be tracked and assessed to enhance efficiency, service delivery, and industry
competitiveness.

3. Setting Performance Benchmarks and Integrating Best Practices: Introduces global and regional best
practices in KPI selection, data collection, and reporting to optimise Namibia’s ESI performance, focusing
on modernisation, market liberalisation, and infrastructure development.

4. Establishing Data Collection and Reporting Mechanisms: Implements a standardised reporting
framework for ESI licensees to ensure data-driven decision-making, transparency, and accountability.

5. Enhancing Monitoring and Enforcement Procedures: Strengthens compliance through enhanced
performance tracking and regulatory enforcement.

6. Supports Incentive-based Regulation: Supports an incentive-based regulatory approach that incorporates
incentives for high-performing licensees, penalties for non-compliance to drive continuous improvement
and sector sustainability.

1.4.2 PMF Focus Areas

The PMF’s focus consists of five Key Performance Areas (KPAs) essential for measuring and enhancing the ESI’s
performance. KPAs are built into a composite that ensures the industry operates within legal and regulatory
parameters, maintains economic efficiency, delivers high-quality services, and fosters long-term sustainability.

12
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# ‘ KPAs Rationale
| Licensing & Regulatory Ensure all licensees operate lawfully and adhere to regulatory
Compliance requirements, standards, and conditions set by the ECB.
Financial Sustainability, Efficiency, Ensure 11c¢nse§s glr.lve operational costs down while maintaining
2 . the financial viability of the ESI and protecting consumers from
and Economic Performance L .
unjustified price increases.
. o Assure a consistent, reliable, and safe electricity supply that
: smglly Quelilsy & NGl iy meets performance and safety standards.
Customer & Stakeholder P.romote hlgh-quz.il.lty service de}lvery., prompt resolution of
4 . . disputes, and positive relationships with customers and
Satisfaction
stakeholders
. Encourage licensees to invest in long-term infrastructure,
Sustainable sector and . .
5 . . integrate renewable energy sources, enhance energy efficiency,
socioeconomic development . . N
and uphold environmental and social responsibilities.
Table 1: Summary of PMF Focus Areas
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The annual cycle for the PMF is summarised as follows:

yo
M12
jun

yl
M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 M12
jul aug sep oct nov dec jan feb mar apr may jun

y2

M1 M2 M12 M1 M2 M3 M4
jul aug sep oct nov dec jan

ECB

Provide Training for PMF submission for: y1 half-yearly & y0 full-year
ECB finalizes licensees PMF assessment for y0 + y1 half-yearly

PMF workgroup national workshop fory0 assessment + y1 half-yearly
ECB agrees PMF contract with Nampower for y2

ECB assessment for nampower tariff adjustment fory2 basedon y0 +y1
half-yearly

bulk tariff announcement fory2

ECB evaluation of y2 tariff adjustment for Dx

ECB agrees PMF contract with Dx for y2

Dx tariff announcements for y2

ECB executes PMF compliance audits and one-on-one licensee training

Licensees

Participate in training for PMF submission for: y1 half-yearly & y0 full-year
All Licensees submit performance data fory0

All Licensees submit half-yearly performance data foryear 1

Nampower apply for Tariff adjustment for y2

Dx apply for tariff adjustment fory2

All Licensees submit half-yearly performance data foryear 2

All Licensees submit performance data foryl

Table 2: PMF Annual Cycle

14
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1.5.1 Annual PMF Cycle Review

The PMF’s annual cycle consists of:

1) Training and System Setup

a.

The ECB trains licensees' designated Regulatory and Performance Management (RPM) Analysts.
This training is conducted during the last two months of the previous operating year (Months 11
and 12 of year 0).

The training equips RPM Analysts with the necessary skills to collect and submit data for PM
assessments.

This phase ensures that data collection can commence immediately after the operating year rolls
over (Year 0 transitions into Year 1).

2) Data Collection and Submission

a.

d.

At the start of the new operating year, the ECB requests that licensees submit data for PM
evaluation.

Data submission occurs within the first two months and aligns with licensees' financial statement
releases.

Licensees without audited annual financial statements must submit verified management
accounts.

Municipalities must provide electricity business ringfenced accounts for financial assessments.

3) Performance Evaluation and Reporting

a.

After data collection, the following two months will be used to conduct individual licensee and
sector-wide performance assessments.

During this period, summary PM assessment reports are shared within the ECB and across
licensees for review and feedback.

After incorporating feedback, the ECB consolidates the reports into a sector (individual and
industry-focused) performance report.

The sector report will be published and made available to the public. The report will be presented
at a conference where successes and development areas are discussed.

4) Mid-Year Assessment and Training

a.

d.
e.

Six months into the new operating year, the ECB rolls out a second training session for RPM
Analysts to ensure continuity in data collection and submission.

Following training, ECB calls for mid-year data collection covering the first six months of the
new year.

The mid-year data is assessed over a month and benchmarked against predefined performance
standards.

An interim report is compiled and reviewed internally by the ECB and externally by licensees.
The interim report is published and publicly discussed at a conference.

5) Continuous Cycle and Future Evaluations

a.

The PM assessment cycle is renewed during the final two months of each operating year. This
process begins with a comprehensive review of the Performance Management Framework (PMF),
incorporating necessary adjustments to Key Performance Areas (KPAs), Key Performance
Indicators (KPIs), standards, and benchmarks. These refinements are informed by the prior year's
and interim PM results, ensuring that the framework remains aligned with sector goals and
objectives, as well as recent ESI outcomes.
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b. Where necessary, additional internal and external training initiatives will be implemented to
enhance data quality and build further capacity. These efforts aim to strengthen the collection,
analysis, and interpretation of future PM data.

c. Following training and capacity-building efforts, preparations for the upcoming operating year’s
PM cycle will commence, ensuring a seamless transition and continuous improvement in
performance evaluation processes.

1.6 Licensee and ECB Responsibilities

For the effective rollout of the PMF, the priority responsibilities of the Licensee and ECB are summarised within
this section.

1.6.1 Licensee PMF Responsibilities

Licensees must adopt a comprehensive approach to performance management that encompasses both internal
organisational processes and proactive engagement with the ECB. Internally, licensees are required to integrate the
PMF into their operations and continually enhance their performance. Externally, they must actively participate in
regulatory audits, consultations, and reporting to ensure transparency and compliance.

Internal Organisational Activities:

1.

PMF Buy-in and Adherence: Licensees should actively integrate the PMF into their operations, ensuring
alignment with established performance standards, benchmarks, and sector objectives. This involves
adopting best practices for performance measurement and reporting, as well as securing executive-level
commitment.

Designation of a Regulatory and PM Analyst: Each licensee must appoint a dedicated RPM Analyst
responsible for overseeing the collection, validation, and timely submission of performance management
data.

Capacity Building and Training: Licensees are to invest in the continuous development of their RPM
Analysts by providing regular training on data collection methodologies, PM reporting requirements, and
regulatory compliance. Participation in ECB-led training initiatives is crucial for maintaining skilled RPM
staff across all licensees.

Investment in Monitoring and Reporting Systems: To ensure accurate and efficient performance
monitoring, licensees should implement robust data tracking and reporting systems capable of collecting,
storing, and analysing PM metrics. Over time, investments should focus on automation and enhancing data
integrity.

Cost Allocation in Line with Guidelines: Financial resources must be allocated appropriately to cover
PM activities, including investments in monitoring infrastructure, training, and compliance functions,
following regulatory guidelines.

Establishing Strategies and Operational Interventions for Performance Optimisation: Licensees
must develop and implement strategic and operational interventions to enhance performance in line with
PMF objectives. This includes setting internal performance targets, identifying key areas for improvement,
and addressing operational inefficiencies.

Commitment to Continuous Improvement: Licensees are expected to conduct regular self-assessments,
benchmark against industry best practices, and adopt new methodologies to optimise their performance
continually.

External Engagement with the Regulator:

1.

Compliance with Data Submission Requirements: Licensees must adhere to all PM data submission
deadlines and regulatory reporting obligations as stipulated in their licensing agreements. This includes
providing complete, accurate, and timely reports in prescribed formats.
Participation in Regulatory Workshops and Feedback Sessions: Licensees should actively engage in
workshops, consultative meetings, and performance feedback sessions organised by the ECB to discuss
performance trends, clarify reporting requirements, and contribute to sector-wide improvements.

16
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3. Participation in PMF Audits: Full cooperation with periodic PMF audits is required, including granting
access to relevant performance data, responding to audit queries, and implementing corrective measures
based on audit findings to ensure continuous compliance and performance improvement.

1.6.2 ECB PMF Responsibilities

To ensure robust performance management within Namibia’s ESI, the ECB’s responsibilities are divided into two
key areas:

A. Maintaining an effective, forward-looking performance management process, and
B. Establishing a transparent, consistent approach to managing, evaluating, and improving licensee
performance.

A. Ensuring an Effective Performance Management Process
This area focuses on establishing and maintaining a dynamic, adaptable, and transparent performance management
framework. Key activities under this responsibility include:

1. Development and Maintenance of the PMF
o Establish, update, and review PMF guidelines, standards, and benchmarks to ensure alignment
with evolving sector objectives and policy developments.
2. Development of shared PMF infrastructure
o Invest in infrastructure to support the effective implementation of the PMF.
3. Data Collection, Reporting, and Compliance
o Define and implement precise data collection and reporting requirements; monitor submission
deadlines; and ensure accuracy and integrity in reported performance data.
4. Capacity Building and Stakeholder Engagement
o Provide targeted training, technical support, and knowledge-sharing platforms through workshops
and consultative sessions to promote sector collaboration.
5. Continuous Improvement of the PMF
o Regularly refine the PMF based on performance assessments, audit findings, and stakeholder
feedback to ensure its effectiveness and relevance in relation to best practices.
6. Financial and Accounting Simplifications
o Approve and promote streamlined accounting procedures that reduce administrative burdens while
ensuring transparency and compliance with financial reporting requirements.

B. Ensuring Effective Licensee Performance Management
This responsibility is dedicated to directly managing and enhancing the performance of licensees through targeted
oversight, evaluation, and enforcement. Key activities include:
1. Performance Monitoring and Evaluation
o Continuously assess licensee performance against defined KPAs, KPIs and benchmarks, ensuring
transparency, consistency, and alignment with efficiency, service quality, and reliability
standards.
2. Audits and Compliance Reviews
o Conduct regular audits to verify data accuracy, identify regulatory breaches, and enforce
necessary corrective actions.
3. Regulatory Enforcement and Compliance Measures
o Systematically enforce PMF standards through compliance assessments, corrective actions, and
penalties while providing ongoing regulatory guidance.
4. Setting Licensee Specific Performance Targets
o Establish customised performance targets that consider operational realities and broader sector
objectives; monitor progress and adjust targets as needed.
5. Incentives and Performance-Based Adjustments
o Implement incentive schemes that reward licensees through financial rewards, regulatory
flexibility, or public recognition for exceeding performance expectations.
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Semi-annual and Annual Licensee Evaluations

o

Conduct structured evaluations on an initially annual and eventually a semi-annual basis to
determine performance outcomes, administer appropriate incentives or penalties, and inform
refinements to the ECB’s ESI industry regulatory strategy. The semi-annual evaluation will focus
on assessing the progress of licensees to identify potential problem areas, but will not be a
complete performance evaluation.
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2 KPI overview

2.1 ESI PMF KPIs

The selection of the PMF's Key Performance Indicators (KPIs) related to the Key Performance Areas (KPAs) is
directed by industry standards. This alignment, in terms of adopting standard measures, also enables them to be
tracked and benchmarked against relevant local, regional, and international ESI counterparts.

PMF KPIs are categorised into Tracking, Benchmarking, and Contextual indicators based on their function:

1) Tracking-KPIs measure ongoing performance and trends over time. These indicators provide insights into
operational efficiency, regulatory compliance, service quality, and sector development.

2) Benchmarking-KPIs provide comparative performance assessments against industry standards or
predefined targets. These indicators facilitate cross-sector performance evaluation and support regulatory
decision-making.

3) Contextual-KPIs capture essential background information about the operational environment by
accounting for external factors, such as market conditions, regulatory changes, socio-economic trends, and
infrastructure limitations, that influence performance outcomes. Integrating these indicators enhances the
understanding of performance data and supports more effective regulatory strategies.

2.2 KPI Selection Rationale

The selection of PMF KPIs should prioritise a strategic balance between relevance, impact, and adaptability. To
drive meaningful performance assessment, the PMF should focus on a concise set of high-impact KPIs that are
directly aligned with the ESI’s strategic priorities. Given the dynamic nature of the industry, the PMF must remain
flexible, allowing for the adjustment of KPAs and KPIs in response to evolving priorities and emerging challenges.

This adaptability is underpinned by a robust and structured KPI data collection process, ensuring a reliable evidence
base for both current and future indicator selection. By systematically capturing relevant data, the PMF can
continuously refine its focus, ensuring that KPIs remain reflective of industry outcomes and impact, ultimately
driving informed decision-making and sustained performance improvement.

2.3 KPAs and KPIs selected

PMF KPIs selected for the first year of implementation are summarised in Table 3. Where the selected KPI cannot
be implemented immediately due to measurement constraints, such as a lack of measurement equipment, alternative
measures will be used in the interim.

Inclusion Rationale

Tariff Review Indicate whether a tariff review application,
L . Track X X X X including the AFS, has been submitted to the
application submitted .
regulator on time.
. Measures the percentage of compliance-
Compliance-related .
Regulatory . Track X X X X related reports submitted to the regulator on
R reports submitted .
Compliance time.
Ensures compliance with regulatory and safety
Electrical audit and standards by verifying the condition and
. . Track X X X X . o
inspection performance of assets; helps identify risks and
corrective actions.
%% Connection Reﬂects_ service _dell_very speed for new
Customer & . connections, which is critical for customer
Installations . . .
Stakeholder . . Track X X X satisfaction and economic development.
. . Exceeding Time . . .
Satisfaction Tareot Tracks the delay in service delivery and
g identifies bottlenecks.
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Dx Dx

Tx Large Small Inclusion Rationale

. Highlights serious or unresolved disputes that
(Clompllits eealasd] reach the regulator, indicating significant
to the ECB per 1000 Track X X 1 the reg N 18 S1gn1t
service issues or dissatisfaction; indicates
customers . ; . :
service quality and customer satisfaction.
Key measures of customer service quality
. include shorter resolution times, which
Complaints . . .
. . Track X X improve customer satisfaction, and reduced
Resolution Time . .
response times, both of which enhance
customer satisfaction and service quality.
% Connection Ensurt?s the timely provision of cost o
. quotations to potential customers, which is
Quotations X . X
. . Track X X crucial for service efficiency and transparency.
Exceeding Time . . . .
Tracks service efficiency and identifies any
Target
delays.
Active Users on Tracks customer adoption of digital platforms,
digital channels per Track X X indicating accessibility, convenience, and
month efficiency of service delivery.
Measures the extent of interaction with
Customer customers across channels, reflecting the
Track X X SO . o .
Engagement utility’s responsiveness and ability to build
trust.
Provides an overall measure of customer
Customer Track . . perception of service quality, reliability, and
Satisfaction Index value; a key indicator of customer trust and
loyalty.
Operating Cost of
Electricity per MWh Focuses purely on controllable costs; crucial
L Benchmark X X X . 2
(Excl. Depreciation, for cost transparency and tariff decisions
Excl. Finance Cost)
The key to cash flow stability is that poor
. collection leads to liquidity crises. The
Customer Bill . . L .
. Benchmark X X effectiveness of bill collection is crucial to
Collection Rate . .
ensure adequate cash flow and its effective
management.
Reflects how quickly receivables are
converted into cash, which is essential for
maintaining liquidity. The Average Debt
Average Debt Benchmark < < Collection Period represents the average
Collection Period number of days between the bill's issue date
and the date payment is received. Managing
the number of days will be crucial for
. . effective cash flow management.
Financial o -
Sustainabilit Evaluates profitability relative to total assets,
Efficienc &y, Return on Assets Benchmark . . X assessing the effectiveness of asset utilisation
Economiz (RoA) in generating returns; crucial for investment
Performance and sustainability
Debt to Equit Benchmark . . X Assesses debt vs. equity structure; important
quity for creditworthiness and financial stability
A core liquidity measure ensures that licensees
Liquidity - Current can meet their short-term obligations, thereby
Raciio y Benchmark X X X providing utilities with sufficient cash flow to
sustain daily operations and prevent financial
distress.
Tracks profitability at a gross level for the
Gross Profit Margin Benchmark X X X }ml.]ty’ Serving as a top-level m'd]cato.r that
indicates profitability and efficiency in
managing production costs.
Ensures licensees can meet interest and
principal payments from cash flow; the DSCR
Debt Service Cover Benchmark < < < is a measure oft.he (;ash flow avallable to pay
current debt obligations. Lenders will assess a
borrower's DSCR before making finance
available or extending payment terms.
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Dx
Small

Inclusion Rationale

System losses represent a significant cost
Total Energy factor and loss of revenue for a utility. Even
(Network) Losses - Benchmark X X X marginal improvements in system losses can
Total system contribute to increased revenue and the
utility's profitability.
Tracks efficiency and cost-effectiveness of
Coal usage X coal consumption in generation; excessive use
signals inefficiency and higher emissions.
Monitors reliance on diesel, often a costly and
Diesel usage X carbon-intensive fuel; promotes cost control
and environmental responsibility.
Key reliability metric at the transmission
level; measures the sum of system minutes
System Minutes Lost lost due to interruptions of less than 1 minute
<}1/ minute Benchmark X X on the transmission network. Tracking this
KPI helps in understanding the reliability of
the transmission network and reducing
downtime through strategic maintenance.
Measures total time a unit is available after
both planned and unplanned outages; ensuring
Energy Availability Track . a high EAF means fewer energy shortages,
Factor (EAF) better grid stability, and optimal utilisation of
generation assets.; major generator reliability
KPIL
Shows how often unplanned downtime occurs,
Unplanned directly affecting supply stability; reducing
Capability Loss Track X UCLF ensures that power plants operate
Factor (UCLF) optimally, minimising disruptions and revenue
losses.
Measures the average annual outage duration
SAIDI (System per customer, a key reliability benchmark.
Average I}r/1 terruntion | Benchmark < . Ensuring a lower SAIDI improves service
Dura ti%) o In dex)p reliability, reduces economic losses for
businesses, and enhances customer
satisfaction.
Suppl It tracks the average number of outages each
Ql:f;ll)it);r & SAIFI (System customer experiences, which is essential for
Reliability Average Interruption | Benchmark X X e ly=aisenies iapplaiion, 4 Uowe: SAIE
gy k) indicates a more reliable grid, resulting in
reduced inconvenience for both residential and
industrial customers.
High fault repair times can indicate resource
shortages or inefficiencies within the system.
Fault repair time Track X X X Furthermore, they measure the utility's
performance and service quality from the
customer's perspective.

. . Reflects ongoing investments toward
g}ﬁsg;ﬁ;ﬁfiﬁl{f’ Track . . . maintaining and upgrading networks; indicates
modernisation whether infrastructure keeps pace with

demand and reliability needs.
Measures the ability to maintain voltage
Voltage regulation Track X X X within acceptable limits, ensuring service
quality and protecting customer equipment.
Voltage Unbalance Indicates the degree of imbalance between
(VUF% Track X X X phases; important for preventing equipment
damage and maintaining power quality.
Tracks distortion in specific frequency
Individual Harmonics | Track < < < components, critical for maintaining power
quality and preventing equipment
malfunctions.
Total Harmonics Provides an overall indicator of distortion in
Distortion Track X X X the network; excessive levels can damage
equipment and reduce efficiency.
Sustainable Renewable Energy Track . Encourages a shift toward sustainable energy
Sector & Penetration and reduces carbon emissions.
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Dx

Dx
Small

Inclusion Rationale

Socio-
economic
Development

Investment in

Large

Measures modernisation and refurbishment

Network Asset Track X X X spend relative to un-depreciated regulated
Sustainability asset base.
Average Selling Price Ensuring affordal?le electricity pricing
S Benchmark X X X supports economic development and prevents
of Electricity
energy poverty.
Measures the percentage of customers eligible
NST Adoption Track X X for the National Subsidy Tariff (NST) who
adopted it
% Households . -
Electrified vs Track X X :"racks progress toward universal electricity
Planned €eess.
Promotes workplace safety in response to
Fatalities Track X X X X work-related deaths occurring in the electricity
sector.
. . Promotes workplace safety, focusing on the
Loss Time Injury S Lo
Track X X X X rate of work-related injuries resulting in lost
Frequency

time per million hours worked.

Table 3: KPAs and KPIs selected per licensee type

Additional details, including definitions, units, calculations, and measurement methods, for the PMF KPIs are
provided in Section 10.2.
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3 PMF Support of Incentive-Based Regulation

3.1.1

How the PMF supports IBR

The PMF contributes to the implementation of Incentive-Based Regulation (IBR). IBR is a regulatory framework
designed to align the financial and operational performance of ESI licensees with national policy objectives. By
incorporating financial incentives and penalties for licensee and sector performance, IBR encourages efficiency,
service quality, affordability, energy security, and environmental sustainability. Unlike traditional cost-reflective
regulation, which focuses primarily on cost recovery, IBR promotes performance-driven outcomes that benefit both
consumers and the electricity sector.

The PMF supports IBR by providing a structured mechanism for monitoring, evaluating, and continuously
improving licensee performance through the following:

1))

2)

3)

Performance Measurement and Benchmarking — The PMF establishes processes and tools to measure
licensee performance against predefined benchmarks and performance standards systematically. These
assessments are conducted through structured, formalised, semi-annual review processes in collaboration
with licensees, ensuring transparency and accountability.

Data-Driven Tariff Determination and Incentive Mechanisms — By capturing and analysing relevant
performance data, the PMF provides an evidence base for tariff determination and IBR. This ensures that
regulatory decisions are objective, data-driven, and aligned with industry performance trends.

Historical Performance Tracking and Continuous Improvement — The PMF serves to establish a
historical database for tracking licensee performance over time, facilitating trend analysis and
benchmarking. This longitudinal perspective, which involves observing and studying the same individuals
or groups over an extended period, enables the ECB and licensees to track changes and developments,
identify areas for improvement, refine incentive structures, and adjust regulatory approaches dynamically.
Through a collaborative and iterative process, the PMF ensures IBR mechanisms remain responsive to
industry developments and evolving policy priorities.

3.2 Performance Scoring Methodology

3.2.1

Purpose

The Performance Score is designed to provide a standardized measure of how well a licensee meets each Key
Performance Indicator (KPI). It ensures transparency and fairness by converting actual results against the set target
into a numeric score that can be aggregated and compared across all licensees.

3.2.2

Core Principles

Target-Based Scoring

a. Each KPI has a target (L8) that represents the expected performance.

b. Meeting the target results in a performance score of 1.0.
Minimum Threshold (Lower Bound)

a. Each KPI has a minimum % of target required to start scoring (Y8).

b. Ifactual performance falls below this threshold, the licensee receives a score of 0.
Linear Interpolation
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a. Between the minimum threshold and the target, scores are calculated using linear interpolation.
b. This ensures that performance improves proportionally as actual performance approaches the
target.
4. Exceeding the Target (Upper Bound)
a. For high-performing licensees who exceed the target, scores can increase up to a maximum upper
bound (X8).
b. This provides recognition for outstanding performance, with a maximum score of 1.2 (i.e., 20%
above target).
5. Directionality of KPIs
a. Higher-is-better KPIs: Higher actual values than the target indicate better performance.
b. Lower-is-better KPIs: Lower actual values than the target indicate better performance.
c. The scoring formula automatically adjusts based on the KPI direction.
6. Special Case: Zero Target
a. For KPIs where the target is zero, e.g., zero incidents, zero days delay, or zero fatalities:
i. Achieving the target (actual = 0) results in a performance score of 1.
ii. Exceeding the target is not applicable.
iii. Falling short of the minimum threshold results in a score of 0.

3.2.3 Performance Scoring Formula
Let:

o Target (L) = the expected KPI value

e Actual (M) = the achieved KPI value

e Lower Bound (Y) = minimum % of target required to start scoring

e Upper Bound (X) = maximum performance score achievable (capped at 1.2)
e Direction (O) = “Yes” for higher-is-better, “No” for lower-is-better

Scoring logic:

1. Target=0
a. Ifactual meets target — score = 1
b. If actual below minimum threshold — score =0
2. Target > 0, Higher-Is-Better
a. Actual < (Target x Lower Bound) — score =0
b. Lower Bound < Actual < Target — linear interpolation 0 — 1
c. Target < Actual < Upper Bound — linear interpolation 1 — X
3. Target >0, Lower-Is-Better
a. Actual > (Target + Lower Bound) — score =0
b. Target < Actual < Lower Bound — linear interpolation 0 — 1
c. Actual < Target — linear interpolation 1 — X
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3.2.4 Worked Example
KPI: Tariff Review Application Submitted

e  Metric: Days deviation from submission deadline

e Direction: Lower is better (earlier or on-time submission)
e Target: 0 days

e Lower Bound: 50% of target (for illustration)

e Upper Bound: 1.2 (max score)

Actual Explanation Performance Score
Performance
0 days (on time) | Met target 1.0
1.0 (max cap applies only when exceeding target in %

-2 days (early) Better than target of target)

Below target, above minimum
threshold

3 days (late) Below minimum threshold 0

1 day (late) Linear interpolation, e.g., 0.8
y p g

Notes:

e Even for “lower-is-better” KPIs, a score of 1 is awarded when the target is achieved or exceeded (e.g., zero
incidents or zero delay).

e Maximum score of 1.2 is possible for KPIs where exceeding the target represents measurable
improvement.

3.2.5 Summary
The Performance Score framework ensures:

o Fair and consistent measurement across all licensees
e Recognition of outstanding performance through upper bounds
e C(Clear guidance for licensees to understand how their efforts translate into scores

By following this methodology, all licensees can easily estimate their performance and track
improvements over time.
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4 Regulatory Accounting and Financial Reporting

4.1 Introduction

The ECB plays a pivotal role in regulating Namibia’s electricity supply industry. To discharge this role effectively,
the ECB requires comprehensive and precise data from regulated entities on aspects such as market demand,
competition, service quality and availability, financial health, and, crucially, tariff setting that aligns with public
interest. Gathering consistent and accurate financial data is essential for achieving transparency, equity, and
efficiency in regulatory decision-making.

The ECB has introduced the Regulatory Accounting and Financial Reporting Guidelines (RAGs) to streamline the
collection of financial data and ensure uniform reporting. These guidelines outline the instructions for recording
and systematically submitting financial information to the ECB, emphasising the unique needs of economic
regulation. Because regulatory financial data may differ from statutory financial statements, the RAGs also establish
standards for accounting separation, ensuring that entities with both regulated and unregulated activities report their
financial information accurately and distinctly. This standardised method ensures all licensees record and submit
data uniformly, enabling consistent comparison by the ECB.

The ECB recognises the challenge licensees face with ring-fencing. To address this, licensees who present valid
limitations on their ability to present ring-fenced data will be required to submit management accounts that have
undergone a reasonable assurance audit, which will be allowed on a case-by-case basis. Additionally, licensees will
be required to execute the Cost Allocation Manual (CAM) process, previously approved by the ECB.

To achieve this, the ECB intends to introduce a Uniform System of Accounts (USoA), which requires licensees to
develop a Cost Allocation Manual (CAM). Recognising Namibia’s current regulatory accounting and reporting
maturity, compliance with these new frameworks will be phased over time; however, the ECB expects licensees to
begin using these requirements immediately as essential guidelines for cost allocation and reporting.

Collectively, the RAGs form a cornerstone of the ECB’s broader PMF. The PMF enables the ECB to monitor
licensees' performance, helping to maintain a fair, stable, and sustainable electricity market. The following sections
summarise the content and objectives of the three RAG volumes and explain how licensees are expected to apply
them within their operations.

By implementing the Volume 1 principles for regulatory accounting, applying the Volume 2 cost allocation
methodologies, and adhering to the Volume 3 Accounting Standardisation, licensees not only fulfil their statutory
obligations but also gain valuable insights that foster improved financial management and enhance stakeholder
confidence. In this way, the RAGs promote transparency, efficiency, and sustainability, ultimately benefiting the
Namibian electricity industry and its consumers.

4.2 Overview of the Three RAG Volumes

The ECB’s Regulatory Accounting and Financial Reporting Guidelines are presented in three volumes:
1.  Volume 1 — General Guidance for All Licensees
2. Volume 2 — Cost Allocation Manual (CAM) Guidance for All Licensees
3. Volume 3 — Financial Information and Accounting Standardisation (Uniform System of Accounts)

These documents provide comprehensive reporting guidance that underpins the ECB’s performance-based approach
to regulating the Namibian electricity supply industry.
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4.2.1 Volume 1 - General Guidance for All Licensees

Volume 1 lays the groundwork by detailing the ECB’s legislative mandate and the overarching regulatory
functions that guide the development of these reporting standards. Key elements include:

e ECB Mandate and Regulatory Accounting: Explains the rationale for requiring regulated entities to
submit robust financial information.

o Legislative Mandate to Prescribe Reporting Requirements: Establishes the legal framework allowing
the ECB to demand financial data and the authority that underpins these guidelines.

e Purpose and Applicability: Clarifies that the Regulatory Accounting Guide (RAG) applies to all
licensees, ensuring consistency in data collection.

e Reporting Guidance: Outlines the accounting standards, basis of preparation, and reporting
conventions, including the use of accrual-based reporting and the Namibian Dollar as the reporting
currency.

e Regulatory Accounting Separation: This section emphasises how licensees must separate financial data
for regulated and unregulated operations, including the criteria for separation classification and the rules
that govern such separation.

e Asset Valuation and Capitalisation Policies: This section describes the Regulatory Asset Base (RAB)
concepts, revaluation methods, depreciation practices, treatment of Construction Work in Progress
(CWIP), and guidelines for calculating the Weighted Average Cost of Capital (WACC).

e Related Parties and Transfer Pricing: This section provides definitions, valuation principles, and
disclosure requirements for transactions involving related parties, ensuring that costs and revenues from
affiliated transactions are transparent and fairly represented.

e Compliance Assurance and Disclaimer: This section outlines the ECB’s expectations for accurate
reporting and stipulates the consequences of non-compliance, as well as the limitations of the guidance
provided.

Volume 1 serves as the primary reference for all licensees, providing the conceptual framework that ensures
consistency and comparability for financial statements submitted to the ECB. By adhering to the guidance in
Volume 1, licensees lay a solid foundation for aligning their financial systems with regulatory expectations.

4.2.2 Volume 2 — Cost Allocation Manual (CAM) Guidance for All Licensees

Volume 2 introduces a Cost Allocation Manual (CAM) framework vital for licensees with regulated and
unregulated activities or multiple lines of business. At this stage, the ECB expects licensees to adopt the CAM as
their principal guide for fair and transparent cost allocation, even though full compliance will be developed over
time. Its primary focus is ensuring shared costs are allocated transparently and fairly. Key points include:

e Objective and Purpose: Explains why cost allocation is critical in a regulatory environment, highlighting
the need for accuracy and clarity in attributing costs to the correct business segment or service.

e Scope and Applicability: All licensees with regulated operations must maintain a documented and
auditable cost allocation process.
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e Fundamental Principles of Cost Allocation: This section details guiding principles including Cost
Causation, Consistency, Transparency, Non-Discrimination, Materiality, and Prudence. These principles
ensure that costs are allocated based on how they are incurred, and that the method remains logical, fair,
and comprehensively documented.

e Cost Allocation Methodologies: These describe direct allocation for costs clearly attributable to one
service or department and indirect allocation for shared or overhead costs, which may require specific
allocation bases (for example, headcount, usage, revenue proportions) to distribute costs among different
segments.

e Policies and Procedures: This section stipulates internal controls, record retention, documentation
standards, and the need for staff training on cost allocation processes.

e Reporting and Disclosure: This section outlines the required reporting format, emphasising the disclosure
of the methodologies and bases used for allocating costs and confidentiality considerations.

e Audit and Compliance: Clarifies the role of external and internal audits, regulatory oversight, and
potential repercussions for non-compliance.

e Updating and Maintaining the CAM: This section provides guidance on how and when the CAM can
be revised, who has the authority to make such changes and the approval process.

By following the guidance in the Cost Allocation Manual, Volume 2, licensees ensure that the costs of regulated
activities are neither overstated nor understated. This clarity is crucial for determining fair tariffs and enables the
ECB to evaluate licensees' financial health and performance accurately.

4.2.3 Volume 3 - Financial Information and Accounting Standardisation (Uniform System
of Accounts)

Volume 3 presents a Uniform System of Accounts (USoA)—the standard chart of accounts tailored to the
Namibian electricity supply industry. Due to the current maturity of the industry, the USoA will initially serve as a
reference document, with compliance and rigorous application phased in over time. Nonetheless, licensees are
expected to use this framework to guide their reporting efforts immediately. Key aspects include:

e Purpose and Benefits: Explains the importance of a uniform chart of accounts to foster transparency,
comparability, and accountability across all licensed operators.

¢ Gradual Implementation: This acknowledges the industry's current maturity level and notes that the
USoA will initially serve as a reference document, with full implementation phased in over time.

e Account Definitions and Classifications: This section provides standardised balance sheet and income
statement account groupings, along with detailed instructions for classifying, reporting, and treating assets,
liabilities, revenues, and expenses. Examples include codes for non-current assets, production plants,
transmission plants, and electricity sales.

e Enhanced Financial Management: This section emphasises how a common framework helps licensees
track costs, revenues, and performance more accurately while reducing ambiguity in financial reporting.

e Regulatory Oversight and Benchmarking: This section emphasises how consistent data compilation
enables the ECB to compare performance across licensees, establish equitable tariffs, and develop
evidence-based policies for a sustainable electricity market.
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Through Volume 3, licensees gain a clear blueprint for structuring their accounts. This robust framework
streamlines internal record-keeping, enhances audit readiness, and underpins reliable regulatory reporting.

4.3

Integration into the Performance Management Framework

The RAGs are integral to the ECB’s PMF, which ensures that licensees deliver reliable, cost-effective electricity
services while maintaining financial and operational viability. By embedding the RAGs into the broader
performance oversight structure, the ECB can:

1.

Monitor Licensee Health and Stability: Consistent, standardised financial reports enable the ECB to
track licensees’ financial status, ensuring solvency and enabling timely interventions if risks arise.

Assess Service Quality and Efficiency: Combining financial data with operational performance indicators
(for example, system reliability and customer satisfaction) helps the ECB evaluate whether licensees
deliver value for money.

Facilitate Tariff Setting and Approvals: Accurate cost allocation and separation enable fair and
evidence-based tariff determinations, ensuring that customers are not overcharged and that licensees
recover their efficient costs.

Encourage Continuous Improvement: Transparent reporting highlights areas of inefficiency, prompting
licensees to optimise operations and reduce costs without compromising service quality.

4.4 Use of the RAGs by Licensees

To comply with the ECB’s regulatory requirements and support the PMF, all licensees must:

1.

Familiarise themselves with each RAG Volume

o Volume 1 ensures a broad understanding of accounting, reporting, and separation requirements.
o Volume 2 provides explicit guidance on attributing costs to the correct business segment,
preventing cross-subsidisation.
o Volume 3 offers standard account classifications and templates for consistent data submission.
Adopt Internal Processes and Controls

o Update accounting policies, cost allocation procedures, and documentation standards to align
with the RAGs.
o Maintain separate ledgers or accounting systems where necessary for regulated and unregulated
activities.
o Implement necessary training for accounting and regulatory compliance teams.
Submit Reports Regularly and Accurately

o Prepare financial statements and cost allocation schedules in accordance with the timelines and
formats specified by the RAGs.
o Use the Uniform System of Accounts (Volume 3) to structure and label financial data
consistently.
o Provide detailed disclosures on methodologies, assumptions, and cost drivers.
Undergo Audits and Compliance Checks

o Cooperate with internal and external auditors to confirm adherence to the RAGs.

o Address any identified deficiencies promptly, maintaining open communication with the ECB.

o Keep comprehensive records for specified retention periods, facilitating future reviews.
Engage in Continuous Improvement
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o Monitor evolving best practices in accounting and cost allocation.

o Periodically review and update internal manuals and processes as guided by the ECB’s RAG
amendments.

o Seek clarification from the ECB on any complex or unclear reporting requirements to maintain
accuracy and consistency.

Licensees contribute to a transparent, data-driven regulatory environment by following the regulatory accounting
guidelines. They also benefit from more explicit tariff-setting processes, evidence-based policy decisions, and a
level playing field for all market participants.
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5 Data Collection, Management and Reporting

5.1 Contextual view

The conceptual data collection and reporting process for the PMF is described and illustrated in Figure 1.

Licensees Completes Data £C8 Data Processing and _—
Collection Worbook nga
ar;d p-’ace?/}:% the £08 Harmonsation, process is executed Bowet( Dashboards & Reports Consumers
Sharepoint site and loads the data to ECB provides insights to the users
Datastore w .
_—inl @
’ E:) EE " Dashboards -
ad— ) L r l =
—
Licensees Snsggomt ﬂ
Data Prgcessmg ECB Datastore Powerbi . .
Harmonisation
Reports Licensees

Figure 1: ECB Performance Management Data Collection and Dissemination Process

e Licensees complete their ORM- FR as per the agreed timetable (semi-annually) and upload them to the
ECB SharePoint Site in their designated folder or site construct

e  Authorised ECB staff to collect the completed ORM-FR and perform data processing and harmonisation
activities before loading into the ECB Datastore

e  Authorised ECB staff to perform the data analysis and execute the publication process

e Power BI Dashboards are then used to provision the upstream Dashboards and Reports to the ECB and
Licensee Data Consumers

5.2 Data Collection & Key Data Requirements

5.2.1 Foundation of Reliable Data

e Reliable, consistent, complete and accurate data is essential for effective benchmarking.

e Inconsistent or incomplete data undermines the entire process.
5.2.2 Key Data Requirements

The PMF and key supporting data are hinged across the following Performance Areas, which are further detailed
in the Appendices section (KPI List and definitions, formulas):

Compliance

Customer & Stakeholder Satisfaction,

Financial Sustainability, Efficiency & Economic Performance
Supply Quality & Reliability

Sustainable Sector & Socioeconomic Development.

kv =

5.3 Data Sources & Data Validation

31



ELECTRICITY CONTROL BOARD

5.3.1 Sources of Data

e Licensee Reporting
o Licensees submit periodic reports using standardised templates (ORM) with integrated Data
Matrix sheets), which reduces discrepancies.
e  Surveys and Audits
o Independent surveys gather objective consumer feedback and technical indicators.
o Third-party audits verify data accuracy and consistency.

5.3.2 Data Validation and Quality Assurance

Principles around, for example, Large Distributor Audited Financials and Independent Reasonable Assurance

e Consistency Checks
o Cross-reference related data (for example, energy sales vs. revenue) to catch discrepancies.
e Completeness Checks
o  Ensure all critical data points are provided to avoid skewed results.
e Accuracy Verification
o Utilise random audits or spot checks, including on-site verification, to ensure data integrity.
e Timeliness
o Regular, up-to-date data submissions ensure that benchmarking reflects current operational
realities.
e Validity
o Data Validation is to be aligned with the Licensee Types (i.e., larger licensees should provide
Audited Financials, while smaller licensees should provide Independent Reasonable Assurance)
as per the agreement with the ECB.

5.4 Standardizing Data Collection & Ensuring Data Security

Effective regulation depends on the reliability, consistency, and protection of the data submitted by licensees.
Standardising data collection ensures that all entities report using the same definitions, formats, and timeframes,
thereby improving comparability and reducing ambiguity. At the same time, robust data security measures are
essential to safeguard sensitive commercial information while maintaining transparency in regulatory reporting.
Together, these practices create a trusted framework that supports evidence-based decision-making, efficient
oversight, and stakeholder confidence.

5.4.1 Standardising Data Collection

e Standardised Reporting Templates
o A well-structured, standardised template (ORM-FR with included Data Matrix) clarifies units of
measurement, data definitions, and reporting frequency.
o Ensure consistency in reporting items such as CAPEX, OPEX and reliability metrics.
e Defining Reporting Frequency
o Establish fixed intervals (semi-annually) that align with regulatory cycles.

e Setting Common Definitions and Boundaries
o Clearly define cost categories and performance metrics to ensure comparability across licensees
leveraging the Licensee Types as aligned with the ECB PMF and standardised data collection
templates.
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Introducing Automated Reporting Systems
o Automation reduces manual errors and speeds up data verification.
o Facilitates direct uploads to secure platforms with preliminary checks.

Ensuring Confidentiality and Data Security

Confidentiality Agreements
o Establish agreements that outline data usage, sharing protocols, and the consequences of
mishandling.
Secure Data Storage
o Utilise encrypted databases and restrict user access.
o Regularly update cybersecurity protocols to counter emerging threats.
Transparency Balancing
o Maintain transparency by publishing aggregated or anonymised results.
o Protect commercially sensitive data while still informing policy debates.
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6 Benchmarking and target setting

6.1 Introduction to Benchmarking

Benchmarking is a powerful regulatory tool that drives efficiency, affordability, and reliability for Namibia’s ESI.
The ECB can identify best practices and promote continuous improvement by comparing licensees' performance to
standardised indicators. Benchmarking underpins the broader PMF, ensuring licensees measure operational and
financial outcomes against clear standards and peer performance. Benchmarking’s purpose is to achieve desired
industry outcomes. A fundamental aim of the benchmarking process is to meet the following regulatory objectives:

e Achieve cost efficiency, which translates to reduced but cost-reflective tariffs for the consumer
e  Achieve high-quality service

e Drive the sector forward with strategic objectives, including universal access and sustainability
o Contribute to tariff setting through quantified performance benchmarking

6.2 Benchmarking contributes towards achieving regulatory objectives

Benchmarking is a crucial tool for advancing regulatory objectives within Namibia’s ESI. It drives the market to
establish performance standards, assesses licensee performance against these standards, and rewards the
achievement of tangible targets. Over time, benchmarking incentivises licensees to adopt best practices that
improve operations, reduce costs, and enhance consumer services. Key contributions include:

1. Facilitating Incentive-Based Regulation:
Benchmarking provides a credible performance standard by comparing licensee performance to selected
target groups or peers. This foundation supports the implementation of incentive-based regulation,
ensuring that financial rewards and penalties are tied to measurable outcomes.

2. Calibrating Performance Targets:
It enables the tailoring of performance targets to the diverse nature of licensees in Namibia, such as those
that are big versus small, or rural versus urban. This calibration process, influenced by government
policies such as expanding electrification, promoting socio-economic development, and meeting
environmental commitments, ensures fair comparisons. Licensees operating in challenging terrains or
lower-income areas are evaluated within their specific contexts.

3. Integrating Multifaceted Performance Metrics:
Given the multifaceted nature of the ESI, benchmarking combines cost-based metrics (for example,
operating expenditure per kWh), service-based metrics (for example, outage frequency and complaint
resolution), and sustainability factors (for example, renewable energy share and carbon footprint). This
holistic approach ensures that consumer affordability and system reliability are considered together,
avoiding trade-offs that might undermine essential aspects of national development.

6.3 Overview of the Benchmarking Process

To ensure objective and transparent performance evaluation across Namibia’s ESI, the ECB adopted a systematic
approach to developing its benchmarking process. This methodical strategy began with identifying priority key
performance areas and indicators aligned with regulatory objectives. An Excel-based model was then developed to
facilitate direct comparisons of licensee performance. By gathering comparative data from industry peers and
international benchmarks, the ECB established a robust reference framework. Subsequent benchmark setting, which
referenced median performance, regional standards, and historical data, provided a solid basis for evaluation.
Finally, clearly defined performance standards were established for each key area to ensure consistency and
reliability in assessments. These steps are briefly discussed in this section.
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6.3.1 Selected KPAs & associated KPIs

To effectively guide and evaluate performance across the sector, the ECB focuses on five Key Performance
Areas (KPAs). However, these could change in the future. The benchmarking process will always closely
align with these objectives. These should be reviewed and updated annually. A formalisation of any changes
must be communicated with licensees before the new performance year.

6.3.2 Building an Excel-Based Benchmarking Model

The Excel-based Benchmarking Model includes:

Development of a Comparative Model: An Excel-based benchmarking model was developed to
assess performance across all licensees systematically. By consolidating input data into one central
platform, the ECB ensures that evaluations are transparent and easily replicable. this will allow for
comparisions between licensees, against standards, and against benchmarks (where these have been
selected). There will be two versions of this tool: i) a simplified excel version, ii) a fully automated
powerBI version (do be delivered as part of phase 2)

Comparison of the following groups: International standards, African utilities, SADC utilities and
Namibian peer-to-peer comparison

6.3.3 Collecting Comparative Data

Comprehensive Data Sources: Data collection extends to multiple channels, including industry
peers, international bodies, regulatory publications, and annual utility disclosures. This diverse
information base underpins robust, real-world performance metrics for meaningful analysis. The tool
makes use of the following sources:

o World Bank benchmarking as part of the UPBEAT benchmarking platform. This is updated
yearly.

o Data from licensee operations is collected semi-annually using the ORM sheets. These forms
collect standard financial information using established reporting formats, such as balance
sheets and income statements. Additional operational information is collected related to
commercial information, customer service information, and technical performance of power
generation and the grid

Ensuring Relevant Comparisons: Aggregating data from various regions and market contexts allows
balanced comparisons. The ECB’s benchmarking approach accommodates different licensee sizes and
service areas by reflecting a broad range of operating conditions. Context-specific benchmarks were
established by ensuring that a realistic peer group was established for Namibian licensees. The
following principles were applied:

o All Generation companies

o All Transmission companies

o All Distribution companies.
Ensuring standardised data: To quantify benchmarks, standards and assess performance, the ECB
collects technical, financial, and operational data using the standardised ORM forms. Data submission
is expected to be semi-annual. The ORM forms are standardised in terms of definitions, units and
reporting templates to ensure that all licensees’ submissions are consistent, making “like-for-like”
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comparisons possible. The ORM forms have been developed in a systems-compatible manner to allow
future integration into centralised databases and analytics tools.

6.3.4 Setting Benchmarks and Performance Targets

This section details how the ECB translates benchmarking insights into actionable performance
standards and targets for licensees. It explains the process of deriving benchmark-based targets using

global best practices and historical performance data, integrating these standards into regulatory
decisions such as tariff reviews and license renewals, and employing a robust analytical and expert

review framework to ensure the targets are both realistic and aspirational.

Benchmark-Derived Targets

Benchmarking results guide the ECB in setting performance standards. Where global or
regional best practices are available, these form initial targets. Historical internal performance
serves as a baseline for defining realistic yet challenging goals when no external reference
exists. By grounding standards in evidence-based benchmarks, the ECB promotes continual
licensee improvement.

Integration into Regulatory Decisions

Performance standards tied to benchmarking inform critical processes such as tariff reviews,
license renewals, and incentive schemes. Licensees demonstrating strong performance or
consistent upward trends may be eligible for rewards, while underperformers may face
corrective measures. This alignment ensures that KPI outcomes have a direct and tangible effect
on each licensee’s regulatory environment.

Analytical Foundation: Benchmarks are determined through careful analysis of the median
performance of identified peer groups listed above (International, Africa and SADC). In the
absence of these benchmarks, ECB quality standards are used, or best practices recommended by
Utility experts.

Expert Review and Aspiration: In addition to statistical methods, expert judgment informs the
final benchmarks. This ensures that the set targets remain realistic and aspirational, encouraging
licensees to improve their operations and customer service continually.

6.3.5 Defining Performance Standards for Each KPI

Translating Benchmarks into Targets: Performance standards are shaped by a combination of
benchmark data and individual licensee performance histories. These targets provide measurable
goals, highlighting areas requiring focused attention and investment.

Performance standards are set either by:
o Selecting the mean performance of the benchmarked peer group
o Performing a Licensee peer-to-peer comparison based on historical data to establish the
Performance standards, whereby either:
1. The best performer is selected, or
il. The average is the performance target for the entire peer group.
o  Where suitable benchmarks were not available, performance standards were set using
the Namibian Service Quality Standards and Technical Standards.
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6.4 Overview of the ECB Benchmarking Tool

The ECB Benchmarking Tool is a comprehensive platform designed to enhance performance evaluation across
Namibia’s ESI. Figure 2 illustrates the tool’s key components, detailing the diverse actors involved and their
interactions, the range of information sources integrated into the system, and the robust functionalities available
for data analysis and reporting. This integrated approach supports transparent, data-driven decision-making,
aligning performance metrics with regulatory objectives while fostering continuous improvement across the
sector. This tool will be made available for the licensee to view their own performance against established
benchmarks and their own performance standards, and will be integrated into the ORM. There will be an initial
excel version with basic functionality. There will be a subsequent improved automated version, online, built
on Power BI, which will be delivered as part of phase 2.

ECB PMF Tool
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Figure 2: Overview of Benchmarking Tool
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7 Feedback Mechanisms and Enforcement Mechanisms

7.1 Enforcement Mechanisms

Enforcement mechanisms are critical for ensuring PMF compliance. The following guidelines outline the PMF’s
enforcement measures:

7.1.1 Licensee PM Audits

1) Audit Frequency:

a. Mid-year audit: Evaluates the first six months of performance.

b. Full-year audit: Assesses performance over the entire twelve-month period.

c. The ECB or an independent auditor conducts audits.

2) Audit Process:

a. Audits to take place on-site at the licensee’s facilities.

b. A designated Regulatory and PM Analyst to collect required performance data, resolve data
inconsistencies, and identify gaps before submitting to the ECB either via the SharePoint (short-
term) or via the data submission portal (long-term).

c. Depending on licensee size, audits will require 5 to 15 days to be completed.

d. To ensure deadlines are met, licensees must prepare PM data in advance.

3) Compliance Requirement:
a. Performance audits must be completed 2-3 months before tariff reviews.
b. Failure to submit audit data results in licensee tariff review suspension.

7.1.2 Continuous Performance Monitoring

1) Monitoring frequency:

a. For priority KPIs and over the longer-term (3+ years), semi-annual reviews to be conducted to
ensure compliance with set performance standards and timely resolution of non-compliance
issues.

b. In the medium to long term, the adoption of automated monitoring systems (SCADA, smart
metering, smart grids) is encouraged to improve data collection and submission.

c. Licensees without automation must continue to submit manual reports within one week after the
end of each month for the ECB-specified priority monthly monitored KPIs.

2) Dedicated Regulatory and PM Analysts:

a. All licensees must appoint a dedicated Regulatory and PM Analyst responsible for audit and

monthly data collection and submission purposes.

7.1.3 Financial Compliance and Reporting

1) Submission of Audited Financial Statements (AFS):
a. Audited licensees must submit AFS-related PM data within 30 days of release.
b. AFS must comply with IFRS/IPSAS or regulatory accounting standards.
2) Submission of Management Accounts (For Non-Audited Licensees):
a. Licensees without AFS must submit verified management accounts for financial PM evaluation.
3) Financial Ringfencing (Municipal Licensees):
a. Municipal electricity revenues must be separately accounted for to prevent cross-subsidisation
and performance assessment.
4) Non-Compliance Measures:
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a. Suspension from Tariff Reviews — Non-compliant licensees are to be excluded from tariff
assessments.

b. Fines and Administrative Fees — Late submission of financial PM data incurs penalties

License Renewal Conditions — Renewals may be contingent on compliance.

d. Quarterly Reporting Obligations — Persistent offenders must submit financial reports quarterly
until they achieve full compliance.

e

7.2 Feedback Mechanisms: Reporting & Transparency

7.2.1 PM Reports Publication

1) Process:

a. To improve transparency and stakeholder engagement, PM assessments to be consolidated into a
semi-annual reporting framework summarised as follows:

i. Interim PM Review Report: Provides an industry-wide performance overview for the
first six months of the financial year and published within 3 months after interim
performance audit and assessments are concluded.

ii. Full-Year Performance Management Review Report: Evaluates both industry and
licensee performance against established standards and objectives and published within
three months of completing annual performance audits and assessments.

iii. National Workshops: There will be two National Workshops where the results of the
Interim and the Full-year reports will be discussed.

2) Engagement & Review Process:

a. Pre-Publication Discussions: Before finalising reports, one-on-one sessions will be conducted
with each licensee to discuss findings, gather additional insights, and foster buy-in on the review
and reporting process.

b. Report Compilation: The final reports (interim and full-year) will feature both an industry-wide
performance review and individual licensee evaluations benchmarked against set standards.

c. Public Access & Awareness:

i. Reports to be uploaded to the ECB website for public access and download.

ii. A press release and report summary to be disseminated across media platforms to
maximise reach among stakeholders.

d. Stakeholder Engagement:

i. Report summaries to be presented to licensees and relevant stakeholders at industry
events and workshops.

3) Long-Term Impact

a. The mandatory publication of ESI PM reports twice a year will enhance sector transparency and
accountability, aligning with national policy objectives and fostering improved regulatory
oversight.
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8 Plan and Roadmap

This section outlines the steps and strategies for effectively implementing and continuously improving the
Performance Management Framework (PMF). It addresses licensee data submission, periodic reviews, phased
implementation, challenge mitigation, ongoing enhancements, and the maintenance of the benchmarking tool.

8.1 Licensee Data Submission & Reporting

This section ensures that all licensees adhere to established data submission protocols, supporting reliable
performance assessments.

e  Timely Submission:
All licensees are required to collect and submit data according to the timelines established by the ECB.
e Data Accuracy:
Completing the “ORM data sheets” fully and accurately is vital for producing trustworthy performance
assessments.
e Training and guidelines:
The ECB provides comprehensive training and clear guidelines to streamline the submission process,
reducing confusion and minimising errors.

8.2 Periodic Reviews & Updates

This section details how the PMF is continuously evaluated and updated to remain responsive to technological
advancements and policy changes.

e Dynamic Model:
The PMF model is continually refined through pilot testing and stakeholder feedback, ensuring it adapts
to new technologies and evolving policies.

e KPI Adjustments:
Regular reviews lead to refinements in KPIs, definitions, and weighting, keeping the framework aligned
with emerging sector trends.

8.3 Phased Implementation

This section outlines a gradual approach to introducing benchmarks, particularly for technical KPIs in a maturing
market.

Purpose and context.

The Regulator recognises that, in a maturing electricity market, benchmarks published in other jurisdictions may
not be directly transferable to Namibian operating conditions. To ensure comparability, proportionality and
continuous improvement across all areas of licensee performance, the Regulator will introduce benchmarks on a
progressive basis. This policy applies to all benchmark categories, including but not limited to technical
(reliability and power quality), customer service, health and safety, environmental performance, commercial and
financial indicators, asset management, governance, and information security.

Scope and definitions.

Benchmarks include reference ranges, minimum standards and performance targets for Key Performance

Indicators (KPIs) prescribed in this Framework. KPI measurement parameters—definitions, boundaries, sampling
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windows, aggregation rules, inclusion/exclusion criteria and compliance percentiles—are set out in the applicable
annexes.

Phased approach.

Benchmarks will be phased in as follows:

Phase 1 — Observation and baseline establishment.

For a period specified by the Regulator, all licensees shall measure and report the prescribed KPIs in accordance
with this Framework. No binding thresholds apply during this phase. Licensees shall adopt a “comply or explain”
approach for material deviations from good practice. They shall submit data quality statements and remediation
plans (including metering, systems and process upgrades where required).

Phase 2 — Indicative reference ranges.

Following the observation period, the Regulator shall publish non-binding reference ranges for each KPI, derived
from the national baseline, relevant standards and codes, and regional/international comparators (adjusted for
local topology, climate and demand characteristics). Licensees performing outside the reference range shall file
targeted improvement plans with milestones and costed actions.

Phase 3 — Binding benchmarks and glide path.

Once data are demonstrably reliable and comparable across licensees, the Regulator shall set binding minimum
standards and targets, including a time-bound glide path towards efficient practice. Incentive and/or penalty
arrangements may be introduced at this stage, with allowances for objectively justified circumstances and force-
majeure events, subject to audit.

Phase 4 — Incentive scheme calibration (where applicable).
Where incentive regulation is applied, the Regulator may calibrate symmetrical rewards and penalties, caps and
collars, dead-bands and lag mechanisms to ensure predictability and protect customers from undue volatility.

Measurement and assurance.

All KPI measurements shall follow the methodologies specified in this Framework and its annexes, including
rules on exclusions, confidence levels, accuracy classes and coverage thresholds. Licensees shall maintain
auditable data retention and change-control records. The Regulator may direct independent verification or audit
and may require corrective action where data quality is inadequate.

Reporting and transparency.

Licensees shall report performance at the intervals and in the formats prescribed. The Regulator may publish
comparative information, league tables and sector summaries, and may convene periodic performance reviews
with licensees and stakeholders.

Review and revision.

Benchmarks, reference ranges and associated methodologies shall be reviewed at least annually, or sooner when
material system changes occur, and may be recalibrated to reflect proven improvements in performance,
technology adoption, customer expectations and evolving market conditions.

Applicability and commencement.
This policy applies to all licensees and takes effect from the date specified by the Regulator. Where this clause
conflicts with existing guidance, this clause prevails to the extent of the inconsistency
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8.4 Challenges & Mitigation Measures

This section identifies potential challenges in data collection and confidentiality and outlines strategies to mitigate
these issues

e Data Gaps & Heterogeneity:

o Issue: Variations in licensee size, terrain, and customer mix can lead to data gaps and quality
inconsistencies.

o Mitigation: The use of standard templates, normalisation techniques, and routine checks.
Collaborate with licensees to improve data collection processes. ORM-FR submission is
mandatory for tariff reviews, and “empty” data points are excluded from median calculations to
avoid skewed benchmarks.

o Confidentiality & Stakeholder Trust:

o Issue: Ensuring the confidentiality of commercially sensitive data.

o Mitigation: Robust confidentiality protocols are in place. Sensitive data is accessible only to the
ECB, while other data is made public to promote competition and transparency.

8.5 Continuous Improvement and Outlook

This section outlines the commitment to continually refining the benchmarking framework to ensure its long-term
relevance and effectiveness.

e Iterative Refinement:
The benchmarking framework will be continuously updated to remain relevant as market conditions,
regulatory goals, and technologies evolve. The ECB may introduce new KPIs or refine existing ones
(e.g., to track smart grid adoption or further encourage renewable energy).

¢ Long-Term Benefits:
Systematic benchmarking raises accountability, promotes affordability, and enhances reliability. By
aligning daily utility operations with national objectives, the framework supports expanded access, cost
containment, and environmental stewardship, thereby driving a more sustainable and high-performing
electricity sector.

8.6 Using and Maintaining the ORM and Benchmarking Tool

Licensees will have continuous access to the benchmarking tool, ensuring it remains an integral part of their
operational and strategic processes.

e Access and Utilisation:
Licensees will have access to the ORM and associated tools, enabling them to simulate their performance
against established standards as part of their regular operational processes via the performance evaluation
sheet. The benchmarking tool will be available in two formats: i) an Excel version that allows for simple
comparison, and ii) an automated comparison and analytics tool available via Power BI as part of Phase
2. These various interactive tools are intended to drive continuous improvement and facilitate productive
discussions during the annual PMF review process.

e Periodic Review:
Every three years, benchmarks should be reviewed to incorporate recent data and update the model with
new benchmarks as it evolves.

¢ Tool Evolution:
The tool is planned to be migrated from an Excel-based model to a dedicated database and analytics
platform, enhancing functionality and user experience.
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Implementation roadmap and continuous Improvement

A structured and phased approach to implementing the Performance Management Framework (PMF) ensures that
licensees and the Electricity Control Board (ECB) progressively develop the necessary capacities, processes, and
systems. The following roadmap outlines a three-year journey towards full implementation, continuous
improvement, and eventual integration of incentive-based regulation into Namibia’s electricity supply industry.

8.7.1

Setup Governance & Capacitate the ECB

Establishing a dedicated and well-prepared team within the ECB is the first step in ensuring effective regulatory
oversight and performance management.

8.7.2

Structure Team: Define clear roles, responsibilities, and reporting lines for PMF implementation,
assembling a multidisciplinary unit that includes regulatory, financial, and technical experts.

Establish objectives: Establish annual objectives for the PMF director and track progress through regular
Executive Committee (Exco) feedback.

Communicate: Communicate to Licensees the ECB PMF enforcement governance and include the
application of enforcement steps in section 7 of this report.

Resources: Allocate sufficient budget and technological tools to support data collection, analysis, and
stakeholder engagement activities.

Training: Develop and deliver targeted training programmes, enabling staff to acquire the skills and
knowledge required to guide licensees, interpret key performance data, and apply regulatory best practices.

Capacitate Licensees

In parallel with internal capacity building at the ECB, it is essential to empower licensees to implement the PMF
requirements effectively. This includes:

8.7.3

Funding for Required Resources: Incorporate allowances for technological systems, staffing, and
expertise into future tariff submissions. This funding should be available for spending in Year 2 (if
permitted in Year 1), thereby ensuring licensees have the financial means to make the necessary
investments in systems, tools, and equipment to comply.

Appoint Regulatory Liaison and PM Analyst: Formalise roles dedicated to liaising with the ECB,
collecting performance data, and coordinating internal reporting processes.

Training: Facilitate workshops and targeted capacity-building sessions on regulatory obligations, data
reporting standards, and continuous improvement methodologies. These should be submitted at least twice
a year, prior to each half-yearly submission.

Roadshows: Conduct a roadshow of one-on-one sessions with licensees to help them understand the new
tools and processes.

Processes

Transparent, well-defined processes provide the backbone of effective performance management and regulatory
compliance.

Definition and Integration: Align PMF processes with existing operational and managerial systems,
ensuring a seamless fit with organisational structures.

Setup: Formalise process documents relating to the PMF flow of information, responsibilities, and
timelines for data submission.

Licensee engagements: Meet with Licensees to define (i) licensee-specific performance standards for the
year and (ii) Accounting standards (cost allocation & reporting).
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Implement Data Collection and Reporting (Pilot): Conduct a pilot phase to test systems, refine data
capture methods, and familiarise teams with reporting cycles before full-scale roll-out.

Implementing accounting guidelines: ECB to assist each licensee in defining their own CAM and USOA
for implementation. This implementation plan must outline a 3-year roadmap in line with the licensee's
maturity level.

Developing Standard Operating Procedures (SOPs): ECB to develop clear SOPs for the
implementation and sustained application of the PMF

Data and Systems

Robust data management and digital systems form the PMF's core infrastructure, underpinning informed decision-
making and effective oversight.

8.7.5

Data Collection Schedule: Establish a regular timetable for data submission to the ECB, indicating the
specific KPIs, formats, and deadlines, considering the semi-annual submissions.

Weighting of KPIs: Determine the relative importance of each KPI and define scoring mechanisms for a
balanced evaluation of licensee performance.

Data Assurance Process: Implement standardised checks and validation procedures to ensure the
accuracy and reliability of information submitted by licensees.

SharePoint Setup: Create a collaborative online platform for secure storage, retrieval, and management
of performance data and supporting documentation.

Power BI Tool System Testing and Implementation (Future): Plan to introduce advanced data analytics
and visualisation software to enhance transparency and real-time monitoring capabilities.

Data Migration: Migrate historical data onto the platform. To observe performance trends and permit
improved analytics, licensees should standardise and migrate historical performance data.

Data Portal Setup (Future): Explore the feasibility of an integrated portal that consolidates performance
data, enabling licensees and stakeholders to access relevant metrics efficiently.

Incentive-Based Regulation

Embedding incentives into the regulatory framework encourages licensees to meet or exceed performance
benchmarks, benefitting end-users and the sector. For this to be effectively implemented, it should be done on the
back of good performance data; as such, a period of at least 1 year should be allowed to ensure the PMF is
functioning correctly.

8.7.6

Develop the Incentive-Based Regulation: Define the principles, criteria, and performance thresholds that
trigger incentives or penalties.

Obtain Approval: Present the proposed incentive scheme to relevant authorities or policymakers for
formal endorsement.

Design and implement Incentive-Based Regulation: Finalise the design and translate approved
incentives into operational mechanisms, ensuring licensees understand the rules and implications for
performance results. The implementation should occur one year after the PMF has been given a chance to
stabilise operationally. It is recommended that in the first year, a simulation is done to demonstrate the
impact of IBR working in conjunction with the PMF

Historical Information: Ensure ECB builds historical information to enable IBR implementation.

Reporting and Publishing

Transparent reporting processes and open communication of results drive accountability and foster ongoing
improvements across the sector.

Phased Implementation of Regulatory Accounting and Financial Reporting Guidelines: Issue the
Regulations and publish accurate reporting requirements, timelines, and standards as part of the broader
regulatory framework.
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Benchmarking and Performance Standards:
o Review Performance Standards (Annually): Evaluate and adjust KPIs and thresholds to reflect
evolving market conditions and best practices.
o Procure Study to Update Benchmarks (Year 3): Use external expertise to refine benchmarks
and maintain alignment with global or regional trends.
Initial Reporting
o PMF Impact for Licensees: Conduct a simulated reporting exercise in Year 1, enabling licensees
to assess how the PMF affects their operations and decision-making.
o Reassessment of Weightings (Annually): Revisit KPI weightings to maintain relevance and
alignment with strategic objectives.
o KPI Realignment with National Objectives (Annually): Ensure that performance indicators
support Namibia’s broader economic and social development goals.
End-State Reporting (Year 2 Onwards): Move towards comprehensive, integrated reporting systems
that facilitate advanced analytics, external benchmarking, and more dynamic regulatory responses.

Stakeholder Engagement

Continuous dialogue and collaboration with industry participants, consumers, and governmental bodies are
fundamental for an effective and inclusive PMF. This requires:

8.7.8

PMF Working Groups

o  Workshops to Build Capacity: Host regular sessions where stakeholders can discuss challenges,
share experiences, and jointly refine methodologies.

o National PMF Work Groups (Semi-Annually): Provide forums for broader sectoral input,
ensuring that the PMF adapts to changing conditions. These should include an annual review and
reflection on the previous year's results, as well as a performance comparison, to drive consensus
and operational actions within the peer group.

Individual Licensee Engagements: Maintain ongoing communication with each licensee to discuss
performance results, address operational challenges, and provide tailored support as needed.

Three-Year Implementation Roadmap

The PMF roll-out follows a structured timeline with specific objectives for each phase:

Year 1: Set-Up, Pilot, and Initial Reporting: Launch the PMF, establish teams (ECB and Licensees),
operationalise processes, conduct pilot reporting, and gather feedback to refine systems. Motivate tariff
allowance for necessary PMF investments (e.g., enabling SAIDI/SAIFI measurement and systems).
Implement essential systems, including the Portal and Analytics.

Year 2: Optimise: Implement improvements identified during the pilot phase, integrate additional tools,
and enhance capacity where required. Licensees are permitted to make investments based on tariff
allowances from year 1.

Year 3: Review: Commission studies to update benchmarks, assess the efficacy of incentive-based
measures, and make necessary policy or procedural adjustments.

The figure below sets out the roadmap for implementing the PMF.
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PMF Roadmap

Year 2 Year 3 Year 4
Setup & Transition Optimize Review Operate
Activities « Institute ECB PMF and licensee teams * Refine KPls, SOPs * Oversee and guide licensee * Focus on processes
= Allocate budget for ECB team activities + Run PMF with incentive scheme, investments made with incentives = which were difficult to
= Establish CAM and USoA for all licensees simulate half-yearly & award * Adjust KPAs and KPIs in-line with implement due to
* Create SOP for ECB and licensees incentive EoY Namibian market maturity & financial constraints
= Train licensees (group sessions & individual) * Some licensees invest in operational = financial constraints through gradual
* Pilot PMF and provide simulated score technology for SAIDI & SAIFI evolution
= Hold national workgroups linked to half-  + Embed & improve PMF tools (Power * Commission study to
yearly cycles (review & buy-in) Bl + Portal) update benchmarks
« Communicate enforcement * Licensees to create SOPs to and performance
mechanisms, dates & Incentives in Year 2 institutionalize PMF processes standards
* Design and approve performance scoring and handle dependency on single
criteria for PMF person
» Roll out shared infrastructure: PowerB| * Capacitate more people within

analytics, portal, shared systems (customer  licensee to ensure continuity
service, technical performance for SAIDI &
SAIFI, cost allocation & regulatory account
generation Tool for small entities)
= Operationalize manual processes for
alternative to technical KPIs (SAIDI/SAIFI)
= Secure additional funding to assist licensees
« Licensee helpdesk for on-going support

Outcomes T . T
* PMF theme: Cost visibility & reduction * PMF theme: Cost visibility & * PMF adjusted * Updated benchmarks &
= Operating model in-place (structure, reduction, Quality of Supply « Incentives are invested performance standards
processes, governance, * PMF official scoring + incentives in
* Buy-in to PMF place

* Licensees are more robust

Figure 3: PMF Implementation Roadmap
8.7.9 Managing Implementation Risks

The successful implementation of the PMF hinges on a proactive approach to risk management. Recognising that
the integrity of performance evaluations and regulatory decisions can be compromised by issues ranging from data
inconsistencies and resource limitations to technological and stakeholder challenges, it is essential to address these
risks systematically. The potential impacts, whether through delays, inaccuracies, or reduced stakeholder
confidence, underscore the need for robust mitigation measures. These include enhanced training and data
validation, effective project planning, targeted capacity building, phased technology adoption, and rigorous security
protocols, among others.

Additionally, evolving external factors, including regulatory shifts, economic volatility, and changes in market
dynamics, necessitate continuous monitoring and the development of adaptive strategies. By establishing a
framework that integrates risk management practices, the PMF not only safeguards its operational integrity but also
enhances overall transparency and accountability. Effective risk management is a mandatory element of the PMF.

As such, the regulator shall ensure that robust controls are in place to maintain data integrity, allocate sufficient

resources, and ensure the successful execution of the overall framework. Specifically, the regulator shall:

e Structure and staff for implementing the PMF and allocate adequate resources to develop the required
system for achieving the desired outcome

e Enforce standardised data validation checks and conduct regular audits to confirm that submitted
performance data is accurate and complete.

e  Establish clear roles and reporting lines, secure long-term funding (including through tariff allowances),
and maintain strict timelines by assigning dedicated teams to monitor progress and resolve bottlenecks.

e Mandate the use of modern IT systems, enforce cybersecurity protocols such as multi-factor authentication
and encryption, and plan for ongoing technological upgrades and support.
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Monitor regulatory changes and economic factors to ensure the framework remains adaptable through
regular KPI reviews and contingency planning.

Provide comprehensive documentation, templates, and a dedicated helpdesk to clarify guidelines and
support effective communication with all stakeholders.

Concurrently, licensees shall actively engage in these processes by:

Participating in scheduled training sessions, one-on-one meetings, and workshops to gain a comprehensive
understanding of data collection protocols and reporting requirements.

Utilising the approved tools and validating data before submission, ensuring that all performance metrics
are both timely and accurate.

Complying with the established standards for data integrity and maintaining detailed records of data
sources, methodologies, and any necessary adjustments.

Collaborating in stakeholder forums and working groups to share insights and feedback, thereby
contributing to a transparent and continuously improving regulatory environment.

Adapting promptly to any changes in guidelines or market conditions and ensuring that their internal
processes align with the PMF’s evolving requirements.

For a detailed breakdown of each identified risk, its potential impact, and the corresponding mitigation measures,
please refer to the Appendix.
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1 Appendices

1.1 KPI Master list

Priority Key Performance . General standard-setting Gx Standard
outcome Indicator (KPI) Assessment Calculation reference}o be considered for ) )
selected KPIs Gx Tx
1 Regulatory All Effective Tariff Review Days Track Number of days between the ECB Tariff Review Requirement
Compliance Regulation application deviatio expected submission date and the 0 0 0
submitted n actual submission date
2 Regulatory All Effective Compliance- % Track (Number of compliance-related Namibian regulatory reporting
Compliance Regulation related reports reports submitted on time / Total requirements 100 100 100
submitted compliance-related reports required)
x 100
3 Regulatory All Effective Electrical audit % Track Number of compliance items listed / | ECB Electricity Audit and
Compliance Regulation and inspection Total number of compliance items Inspection Manual, May 2022. 80 80 80
per Appendix 1,2 and 3
4 Customer & Tx & Connections Connection % Track Average of measured performance as | Measure against the QoS
Stakeholder Dx Installations determined in the ORM Standard, observe performance
Satisfaction over time, and set improvement N/A 100 75
targets or thresholds based on
historical data.
5 Customer & Tx & Issue Complaints % Track Average of measured performance as | Measure against the QoS
Stakeholder Dx Resolution Resolution determined in the ORM Standard, observe performance
Satisfaction over time, and set improvement N/A | 100 75
targets or thresholds based on
historical data.
6 Customer & Tx & Quotations Connection % Track Average of measured performance as | Measure against the QoS
Stakeholder Dx Quotations determined in the ORM Standard, observe performance
Satisfaction over time, and set improvement N/A 100 75
targets or thresholds based on
historical data.
7 Customer & Tx & Issue Valid Complaints Per 1000 | Track (Number of valid escalated Track and compare year-on-
Stakeholder Dx Resolution escalated to ECB complaints / Total customers) x year; set internal goals to reduce | N/A | 0.02 0.02
Satisfaction 1000 escalations.
8 Customer & Dx Satisfaction Active Users on % Track (Average number of unique Monitor trends over time to set
Stakeholder digital channels customers logging in per month + progressive adoption targets;
Satisfaction per month Total registered customers) x 100 align with ECB customer- NA | NA 30
engagement expectations.
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Gx Standard

OP:;;(C):;;; Eﬁ;:;:;?{g;ﬁce Unit Assessment Calculation reference to be considered for
selected KPIs Gx Tx
9 Customer & Dx Satisfaction Customer % Track Campaign Reach = Total Set minimum annual
Stakeholder Engagement reached/Total target customers x 100 | engagement thresholds; track
Satisfaction Engagement 1mprovements year-on-year N/A N/A 30
using ECB customer-awareness
requirements and sector best
practice.
10 Customer & Tx & Satisfaction Customer % Track > All response scores for all Measure against Namibian QoS
Stakeholder Dx Satisfaction Index questions / (Number of questions X Standard; track year-on-year;
Satisfaction Number of respondents) based on a apply regulatory and internal N/A | 80 80
S-point scale targets to improve service
quality and responsiveness
11 Financial All Efficiency Operating Cost of | NAD/M | Benchmark Operating Cost of Electricity per Compare across licensees or vs.
Sustainability, Electricity per Wh MWh = (Total operating cost - industry norms; set cost-
Efficiency, and MWh Depreciation-Finance Cost)/MWh efficiency targets (e.g., best 270 50 900
Economic Sold quartile).
Performance
12 Financial Tx & Efficiency Customer Bill % Benchmark Collection Rate = (Revenue- Establish a minimum acceptable
Sustainability, Dx Collection Rate Impairment of Debt threshold (e.g., >95%) and
Efficiency, and +Recoveries)/Revenue x100 compare licensees against that 100 99 99
Economic target and peer performance.
Performance
13 | Financial Tx & Efficiency Average Debt Days Benchmark Average Debt Collection Period = Set target (e.g., <30 days) based
Sustainability, Dx Collection Period (Amount Owed by Trade on standard financial practices
Efficiency, and Debtors/Annual Credit Sales) x 365 and peer performance. 30 30 50
Economic
Performance
14 | Financial All Financial Return on Assets % Benchmark (Net income / Total assets) x 100 ECB calculated benchmark -
Sustainability, Sustainability WACC nominal before tax
Efficiency, and 12.3 12.3 14.1
Economic
Performance
15 Financial All Financial Debt to Equity % Benchmark Total debt / Total equity x 100 Align with typical capital-
Sustainability, Sustainability structure norms (e.g., <100%);
Efficiency, and monitor licensee leverage. ECB 100 100 100
Economic norm = 1
Performance
16 Financial All Financial Current Ratio Ratio Benchmark Current assets (NAD) / Current Use common financial
Sustainability, Sustainability liabilities (NAD) thresholds (e.g., >1.2) to ensure
Efficiency, and adequate short-term liquidity. 1.00 | 1.00 1.00
Economic
Performance
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Gx Standard

OP:;;(C):;;; Eﬁ;:;:;?{g;ﬁce Unit Assessment Calculation reference to be considered for
selected KPIs Gx Tx
17 Financial All Financial Gross Profit % Benchmark ((Revenue - Cost of goods sold) / Track over time; compare to
Sustainability, Sustainability Margin Revenue) x 100 sector norms to gauge
Efficiency, and profitability and efficiency. 35 35 40
Economic
Performance
18 Financial All Financial Debt Service Ratio Benchmark DSCR = (Net Operating Income + Often set at >1.2 or higher;
Sustainability, Sustainability Cover Ratio depreciation +interest)/Annual Debt ensures sufficient cash flow to
Efficiency, and Obligation (i.e. finance cost + service debt obligations. 1.8 1.8 1.8
Economic principal payments)
Performance
19 Financial Tx Financial Transmission % Benchmark System Losses = ((Total MWh Set a loss-reduction target (e.g.,
Sustainability, Sustainability Energy Losses measured at the Power Station Yard <10%); compare licensees to
Efficiency, and Outgoing Feeder + Total MWh best practice or technical
Economic Measured at Import point - Total constraints.
Performance MWh Measured at Export Point) -
Total MWh at Dx Take-off N/A | 3% N/A
Points)/Total MWh Measured at the
Power Station Yard Outgoing Feeder
+ Total MWh Measured at Import
Point - Total MWh Measured at
Export Point)) x 100
20 | Financial Dx Financial Distribution % Benchmark System Losses = ((Total MWh Set a loss-reduction target (e.g.,
sustainability, Sustainability Energy Losses measured at Tx infeed points + Total | <10%); compare licensees to
Efficiency, and MWh Measured at other Import best practice or technical
Economic point - Total MWh Measured at constraints.
Performance Export Point) - Total MWh
Sold)/Total MWh Measured at the N/A | NA 1
Tx infeed points + Total MWh
Measured at other Import Point -
Total MWh Measured at Export
Point)) x 100
21 Financial Gx Financial Coal usage Tonnes/ Track (Total tonnes of coal consumed / Track and compare year-on-
sustainability, Sustainability MWh Total electricity generated (MWh) year; set internal goals to
Efficiency, and from coal) increase efficiency 650 N/A N/A
Economic
Performance
22 Financial Gx Financial Diesel usage Litres Track (Total litres of diesel consumed / Track and compare year-on-
sustainability, Sustainability /MWh Total electricity generated (MWh) year; set internal goals to
Efficiency, and from diesel) increase efficiency 270 N/A N/A
Economic
Performance
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General standard-setting

Gx Standard

OP:;;(C):;;; ﬁ?;ii;?{g;ﬁce Unit Assessment Calculation reference to be considered for
selected KPIs Gx Tx
23 Supply Quality Tx Fault System Minutes Minutes | Benchmark (Total lost energy (MWh) / System Align with reliability standards
& Reliability resolution Lost <1 minute peak demand (MW)) x 60 by setting a threshold for the
maximum allowed system
minutes lost per year. N/A | 32 N/A
24 Supply Quality Gx Adequacy of Energy % Track EAF=100% Generation Available Compare actual vs. design
& Reliability supply Availability Factor Capacity-% Unplanned Capability availability; no fixed standard
Loss Factor (UCLF)-% Planned but can set internal reliability
Capability Loss Factor (PCLF) -% targets. 64 N/A N/A
Other Capability Loss Factor
(OCLF)
25 Supply Quality | Gx Adequacy of Unplanned % Track UCLF = (Unavailable energy of the Focus on reducing unplanned
& Reliability supply Capability Loss units that are out on unplanned outages; track year-on-year
Factor outages over a period (MWh) / Total | improvements. 23 N/A N/A
net installed capacity of all units
over the same period (MWh)) x 100
26 Supply Quality Tx Fault SAIDI - Tx Hours Benchmark SAIDI (System Average Interruption | Compared to reliability
& Reliability resolution Duration Index) =}’ (Total outage standards (e.g., <10 hours/year)
duration (minutes) x Number of or best-in-class peers. N/A | 0.63 N/A
customers affected) / Total number
of customers served
27 Supply Quality | Dx Fault SAIDI - Dx Hours Benchmark SAIDI (System Average Interruption | Compared to reliability
& Reliability resolution Duration Index) =’ (Total outage standards (e.g., <10 hours/year)
duration (minutes) x Number of or best-in-class peers. N/A | N/A 36.2
customers affected) / Total number
of customers served
28 Supply Quality | Tx Fault SAIFI - Tx Index Benchmark SAIFI = (System Average Compared to reliability
& Reliability resolution Interruption Frequency Index) standards (e.g., <2
> Customers interrupted over rolling interruptions/year) or best-in- N/A | 0.21 N/A
12 months / Total number of class peers.
customers served
29 Supply Quality | Dx Fault SAIFI - Dx Index Benchmark SAIFI = (System Average Compared to reliability
& Reliability resolution Interruption Frequency Index) standards (e.g., <2
> Customers interrupted over rolling interruptions/year) or best-in- N/A | N/A 11.8
12 months / Total number of class peers.
customers served
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Gx Standard

OP:;;(C):;;; Eﬁ;:;:;?{g;ﬁce Unit Assessment Calculation reference to be considered for
selected KPIs Gx Tx
30 Supply Quality Tx & Power Quality | Voltage # Track Total yearly count of incidents ECB QoS Standard Nov 2019
& Reliability Dx Regulation defined in the Quality of Supply
standard that fall outside the N/A | 22 62
prescribed performance standards.
31 Supply Quality Tx & Power Quality | Voltage # Track Total yearly count of incidents ECB QoS Standard Nov 2019
& Reliability Dx Unbalance (VUF) defined in the Quality of Supply
standard that fall outside the NA | 22 62
prescribed performance standards.
32 Supply Quality Tx & Power Quality | Individual # Track Total yearly count of incidents ECB QoS Standard Nov 2019
& Reliability Dx Harmonics defined in the Quality of Supply
standard that fall outside the N/A 22 62
prescribed performance standards.
33 Supply Quality Tx & Power Quality | Total Harmonic # Track Total yearly count of incidents ECB QoS Standard Nov 2019
& Reliability Dx Distortion (THD) defined in the Quality of Supply
standard that fall outside the NA | 22 62
prescribed performance standards.
34 | Sustainable Gx Environmental | Renewable Energy | % Track (Renewable energy generated Compare actual penetration to
sector and Sustainability Penetration (MWh) / Total energy generated policy targets (e.g., 30% by N/A N/A
socioeconomic (MWh)) x 100 2030), but there is no strict
development universal standard.
35 Sustainable Tx & Fault Investment in % Track (Total grid strengthening, Track % of capex spent on
sector and Dx resolution Network Asset refurbishment and modernisation modernisation; future targets can
socioeconomic Sustainability spending / un-depreciated weighted be set for system upgrades. N/A | 2 2
development [based on life expectancy] RAB) x
100
36 Sustainable Tx & National Average NAD Benchmark Total revenue from electricity sales Compare the cost of electricity
sector and Dx Industry Electricity Selling (NAD) / Total energy sold (kWh) to a peer group NA | N/A 379
socioeconomic Indicators Price ’
development
37 Sustainable Dx Energy NST adoption % Track (Number of customers on NST / Namibian National Tariff Policy
sectpr and ; affordability Number of eligible customers) x 100 NA | NA 60
socioeconomic
development
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Priority
outcome

Key Performance
Indicator (KPI)

Unit

Assessment

Calculation

General standard-setting
reference to be considered for
selected KPIs

Gx Standard

Tx

38 Sustainable Dx Universal Households % Track (New household connections / Compare actual connections vs.
sector and access Electrified vs Planned household connections) x annual plan; supports universal
. . N/A | N/A 100
socioeconomic Planned 100 access goals.
development
39 Sustainable All National Fatalities # Track Total number of fatalities per year Aim for zero fatalities; no
sector and Industry universal numeric target beyond
. . . L . 0 0 0
socioeconomic Indicators total elimination of accidents.
development
40 Sustainable All National Loss Time Injury Ratio Track (Lost time injuries x 1,000,000) / No universal numeric standard
sector and Industry Frequency Total hours worked exists; instead, injuries are
. . . - 023 | 0.23 0.23
socioeconomic Indicators measured by lost time per
development million hours worked.
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1.2 Governance and Regulatory Framework

The following regulatory instruments guide the PMF:

1)

2)

3)
4)
5)

6)
7)

Legislation: Electricity Bill (2019), Electricity Act (2007), Namibia Energy Regulatory
Authority Bill (2019), Electricity Act (2007).

Policies: National Electrification Policy (2021), Smart Grid Policy (2019), Oft-grid
Electrification Policy (2019), Independent Power Producer Policy (2018), Renewable Energy
Policy (2017), National Energy Policy (2017).

Plans: National Development Plan 6 (2025), National Integrated Resource Plan (2021),
National Development Plan 5 (2017), National Integrated Resource Plan (2017).
Frameworks: Modified Single Buyer (MSB) Wheeling Framework (2020), MSB Balancing
Framework (2020), MSB Model Market Framework (2019).

Standards: Quality of Supply and Service Standards (2021).

Mechanisms: Electrification Support Mechanisms (2016).

Guidelines: Southern African Power Pool Modified Single Buyer Access Guide (2023), RERA
Benchmarking Report (2018).

1.3 Risks Table and Recommended Mitigations

Potential Impact Recommended Mitigation

Data Integrity Erroneous, incomplete, or Enhanced Training: Provide regular
inconsistent data can workshops and guidance documents to ensure
compromise the accuracy of staff at both the ECB and licensees understand

performance evaluations and | data collection and validation protocols.

regulatory decisions. ) i
Set up a calendar of one-on-one sessions with

licensees, which precede the official
submission deadline.

Offer tools like Power BI, which allows
Licensees to visualise their data & extract
value from the tool.

Standardised Data Validation Checks:
Implement automated or semi-automated
checks in spreadsheets and databases to flag
anomalies and outliers.

Periodic Audits: Conduct scheduled and
surprise audits to confirm data accuracy.
Robust Documentation: Require each
licensee to maintain detailed records of data
sources, methodologies, and any adjustments
made.




Risk

ELECTRICITY CONTROL BOARD

Potential Impact

Recommended Mitigation

Data submission & Integrity should be a
prerequisite to initiating tariff determination.

Resource
Constraints

Insufficient human, financial,
or technological resources can
delay implementation and
undermine the effectiveness of
performance monitoring.

Updated Organisational Structure: Clarify
roles, responsibilities, and reporting lines to
optimise staff utilisation.

Funding Through Tariffs: Secure long-term
funding by incorporating resource
requirements into tariff structures, such as:

o Make tariff allowance for this

e Find mechanisms to put in place
investments that are shared costs

e ECB find alternative funds
(development partners to assist
with investments)

Targeted Capacity Building: Leverage
external partnerships or professional bodies for
technical and regulatory competencies.

Phased Roll-Out: Stagger complex system
deployments to align with budget and staffing
availability.

Stakeholder
Resistance

A lack of buy-in from
licensees, consumers, or other
industry actors may result in
non-compliance, disputes, or
slowed reforms.

Open Communication Channels: Engage
stakeholders in regular forums, workshops,
and consultations.

Transparent Policy-Making: Publish clear
guidelines, decision rationales, and
performance results.

Collaboration and Involvement: Involve
licensees and consumer representatives in
working groups. The focus of these
discussions should be to review annual
performance as a group and allow them to
extract value from comparison data and
benchmarks for their businesses.

Flexible Approaches: Allow for reasonable
adjustments in timelines or reporting formats,
maintaining fairness and responsiveness.

Technological
Constraints

Limited or outdated IT
systems can hinder data
collection, storage, and
analysis, leading to inefficient

Infrastructure Upgrades: Encourage or
mandate software and hardware investments
(e.g., SharePoint, Power BI, secure data
portals).

System Testing and Phased Adoption: Pilot
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Risk Potential Impact Recommended Mitigation
processes and potential new technologies with selected licensees
inaccuracies. before broader implementation.
Ongoing IT Support: Provide technical
assistance, helpdesks, or partner with solution
providers.
Future Enhancements: Plan for a dedicated
data portal to streamline data gathering and
reporting.
Implementation | Delays in executing each ECB to assign dedicated execution capacity
Delays phase of the Performance to the ECB PMF team. We recommend a

Management Framework
could erode stakeholder
confidence and reduce the
framework’s overall
effectiveness.

team lead with a team of 2.

Clear Project Plan: Develop a detailed
schedule with milestones, responsibilities, and
deadlines.

Regular Progress Reviews: Hold frequent
meetings to identify and resolve bottlenecks
carly.

Adequate Contingency Planning: Allocate
buffer time and resources for unforeseen
challenges (e.g., staff turnover).

Timely Communication: Inform all relevant
parties promptly of any adjustments to
schedules or resources.

Security and
Privacy

Confidential performance
data, if leaked or accessed
without authorisation, can
undermine trust and expose
licensees to legal and
reputational risks.

Access Controls: Restrict data handling to
authorised personnel, use multi-factor
authentication.

Encryption and Secure Storage: Encrypt
sensitive information and back up data
regularly to prevent loss or corruption.
Regular Security Audits: Engage
cybersecurity specialists to test and review
system resilience.

Robust Backup Protocols: Ensure routine
backups for data recovery and continuity.

Regulatory or
Policy Changes

Changes in legislation or
policy direction can disrupt
planned activities, requiring
significant alterations in the
reporting framework or KPI
priorities.

Policy Monitoring: Assign staff to track
national legislation, government
announcements, and industry trends.
Adaptive Framework: Design the PMF to be
flexible, accommodating evolving
requirements.

Stakeholder Briefings: Communicate
anticipated changes to licensees early to
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Potential Impact

Recommended Mitigation

reduce confusion.

Collaborative Revisions: Involve relevant
parties in updating benchmarks and reporting
guidelines.

Economic or

Fluctuating economic

Regular KPI Review: Adjust performance

in Guidelines

inconsistencies in the
regulatory framework can lead
to misinterpretation, reduced
compliance, and inconsistent
reporting.

Market Volatility | conditions (e.g., inflation, targets to account for external factors beyond
exchange rates) and changing | licensee control.
market dynamics (e.g., energy | Financial Stress Testing: Encourage scenario
demand, supply chain modelling to build operational and financial
disruptions) may affect resilience.
targets. Contingency Funds: Consider reserve funds
or tariff mechanisms for unexpected cost
pressures.
Ongoing Dialogue: Maintain communication
with licensees on market developments and
emerging challenges.
Insufficient A shortfall in qualified Training and Development: Offer continuous
Skilled technical or regulatory staff professional development, mentorship
Personnel may lead to data inaccuracies | schemes, and certifications.
and hinder timely reporting. Succession Planning: Identify and prepare
successors for critical roles to minimise
disruption.
Strategic Recruitment: Target specialised
talent (e.g., short-term contracts, part-time
consultants) to fill gaps.
Professional Partnerships: Collaborate with
professional bodies to secure accreditation and
enhance capacity-building.
Lack of Clarity Ambiguities or Comprehensive Documentation: Provide in-

depth guidelines, templates, and explanatory
notes with examples.

Licensee Helpdesk: Establish a central
contact point for immediate clarifications.
Periodic Updates: Review and refresh
guidance materials annually, incorporating
feedback from pilot phases.

Interactive Sessions: Conduct workshops or
Q&A sessions to address common challenges
and promote best practices.

Table 4: PMF-related risks
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1.4 Additional clarification items

1.4.1 Grid strengthening, refurbishment, and modernisation

Definition: Percentage of modernisation and refurbishment spend relative to un-depreciated regulated
asset base.

Formula: Total grid strengthening, refurbishment and modernisation spending / Undepreciated
weighted [based on life expectancy] RAB x 100

The KPI for "Grid strengthening, refurbishment, and modernisation" is designed to provide a holistic
view of how effectively a utility invests in and manages its grid infrastructure. By incorporating capital
expenditure and the regulated asset base (RAB) data, the KPI captures the financial commitment and the
operational execution of refurbishment activities. Below is a detailed contextualisation of this KPI
against the key aspects of refurbishment:

e Pre-emptive Restoration and Repair: This aspect involves pre-emptively repairing worn-out
or degraded components, such as transformers, switchgear, and circuit breakers. The goal is to
restore these assets to optimal working conditions through actions such as cleaning,
reconditioning insulation, and replacing failed parts.

e  Modernisation and Upgrading: Modernisation involves updating older components to align
with current industry standards. This can include installing digital monitoring systems,
automation technologies, and other upgrades to enhance performance and safety.

o Cost-Effective Lifecycle Management: Refurbishment is a strategic approach that extends
asset life without requiring complete replacement, thereby conserving capital and resources. It
addresses the balance between capital expenditure and long-term operational efficiency.

¢  Quality and Safety Improvements: Beyond restoring functionality, refurbishment projects
often target improvements in quality and safety. Thorough inspections, testing, and compliance
upgrades ensure that refurbished components meet modern reliability and safety standards

Therefore, this KPI serves as a critical tool for utilities, enabling licensees to track and assess
refurbishment efforts in terms of immediate operational outcomes and long-term strategic objectives.

1.4.2 Operating Cost Definition

Definition of Operating Cost for an Electricity Generation Company

Operating costs for an electricity generation company refer to all recurring expenses directly associated
with electricity production, excluding capital investments, fuel, depreciation, bad debt, foreign exchange
gains and losses, and financing costs. These costs are necessary to run, maintain, and manage the
generation assets, ensure compliance with regulations, and support business operations.

Definition of Operating Cost for an Electricity Transmission Company
Operating cost for an electricity transmission company refers to all recurring expenses incurred in the
operation, maintenance, and management of high-voltage transmission infrastructure, which transports
electricity from generating plants to distribution networks or large industrial consumers. These costs
exclude capital expenditures (CAPEX), depreciation, bad debt, foreign exchange gains and losses, and
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financing costs. They are essential to ensure system reliability, safety, regulatory compliance, and
service quality.

Definition of Operating Cost for an Electricity Distribution Company

Operating cost refers to all the recurring expenses incurred by an electricity distribution company (EDC)
to deliver electricity from the transmission system to end-users reliably and safely. These costs exclude
capital expenditures (CAPEX), depreciation, bad debt, foreign exchange gains and losses, and financing
costs.
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