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ELECTRICITY CONTROL BOARD

Formation Process
The formation process of a RED is depicted in the

following illustration:
RED ESTABLISHMENT ROAD MAP

INFORMATION ON REGIONAL ELECTRICITY DISTRIBUTORS (REDSs)

3. DETAILED RED MODEL

Article 3 of 6, compiled by the Electricity Control Board (ECB) to clear misconceptions about REDs &

related electricity matters.

Cepecizted Rz plcement

Vil

Skareholder Deprecided

Replacernert

Vaue (M)
Arzris 4 28 597,19 15% 4808 000 174 1.7%
Emigo AC 445 240 00 D2% 1363 281 DA% 0.3%
Henties B2 17 207 355,99 GB3% 8072000 28% A5
Karibib 311907932 1.1% 5095000 18% 1.4%
MNP oier HMTE1094 | 120% 21 188 276 Ta 10.1%
Ol 524 351 63 18% 5354000 18% 1A%
Swafooyii A0 E33 14440 | 321 TI5A7 440 | 250% 28.5%
Uis G75070 40 D2% 1444 200 DA% 4%
Ushms 2 60 226 65 094 4751180 1.7% 15%
kzieis Bap 12145304575 | 428% 16260316 | SGA% 49 9%
Tzl 232 509140 | 100% 2O 27T 203 1008 100,0%

The shareholders of CENORED are Otjiwarongo,
Grootfontein, Tsumeb, Outjo, Otjozondjupa Region,
Kunene Region, Khorixas, Okakarara, Otavi, Kamanjab
and NamPower. The directors of CENORED are: Ms F
Namene (Chairperson), Mr S Haulofu, Ms S Naanda, Mr
M Uxamb, Mr A Benjamin, Mr D J Hugo & Mr J A Urib.
The Shareholders ofng@ertral RED will be Windhoek,

®
TIME
End state:

5 financlally viable

and operating REDs
Y
The Technical ' Committee consists of ftee 3
representatives of the RED shareholders. The~Technical

Committee deliberates orh, technical and administrative
matters and makes recommendations to the $hareholders
Committee, which consists ofipolicy representativés from
the shareholders.

The Shareholders Committee is the high ision

making authority during “and i, after regi &-..

operationalisation of the RED as & company. When-the

RED is established the Shareholders, Con e{/olves BHESEIEES lonse | Lioense [~ Supply Business
into the Shareholders of thé, RED “gompany and theommu./

Technical Committee is replaced with a Board of i :,—

Directors and the RED Management & staf. EREDRmed st ! GEHTRATVED

The Electricity Supply Industry(ESI) Steerihg Commitjeg="

consists of high-level administrative representgtives from oo ) Lr . ot

the Ministry of Mines & Energy (MM&j~Miaistry of 'ﬁ_:,- e

Regional & Local Governmeént, Housing: "_{a

Development (MRLGHRD), NamPower & e

(since 2006 established REDSs: have e

incorporated into this committee).

clarifying policy issues.
Determination of Shareholding

(and Southern Africa). Shareholding
agreed upon between NORED’s
illustrated in the following diagram:

Nored Electricity (Pty) Ltd
Shareholding Structure

1% 33% 33%
o LAEC RCEC
L N::red Nan%:‘fwer Local Authorities Regional Councils
ORI, Electricity Electricity
Trust Company Company
Opuwr; Kunene
Outapi Omusati
Ongwediva Oshana
Ondangwa Oshlkoto
Equal + Eenhana Ohangwena
Rundu Kavango
Katima Mulilo Capri]
Helao Nafidi v
Cshakati Equal
The directors of NORED are: Mr S Kayone

(Chairperson), Ms BR Hans (Deputy Chairperson), Mr
BW Mwaningange, Mr W OJ Jetschko, Mr El Negonga,
Mr LS Negonga & Ms HT Udjombala.

Shareholding in all other REDs is based 50% on the
market value® of the shareholder’s assets and 50% on the
electricity unit sales of the shareholder. As an example of
this methodology the following table illustrates the
shareholding in Erongo RED.

Based on their shareholding, the shareholders elected the
following directors for Erongo RED’s Board of Directors:
Mr G Koseb (Vice-Chairperson — currently acting), Mr M
Haingura, Mr T Kaimbi, Ms O Netta, Mr T Gurirab, Mr R
Horsthemke, Mr W van Rooyen & Mr D Klazen.

' The market value is calculated using the “depreciated

replacement value” method.

E]%/Ialtahoehe, Tse ﬂer@
. CEMORER

Witvlei, Gobabis, Okahangdja, Ojozondjupa Region,
homas Region, Omaheke Regton-& MNagPower.
e, Shareholders- of Southern RED (SORED) “wit-1e

Stamprigt, Mariental, Keetmanshoop, Karasbufgs
uderitz,™Rehobath, Hardap Region, Karas Regi

Gibeon, Go
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ARy RED’S core business structure_is best illustrated
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Manager:

Manager: Manager:

Commercial Services
"RETAIL Business"

Technical Services

Finance,
Administration & IT "WIRES Business"

SUPPORT Functions

Theﬂve buw are based on

international best practices for distributors. For each
RED, staff previously employed by the various
shareholders when they were running the electricity
business, will fill most of the positions. Due to a general
shortage of skills in Namibia some of the positions are
difficult to fill.

CORE BUSINESS Functions

Corporate Governance

The RED has to be a locally incorporated company
registered with the Registrar of Companies. It therefore
has to be governed in terms of the Companies Act. The
effective corporate governance of any company has three
distinct role players (shareholders, board of directors,
management & staff), which have to operate
independently from each other to ensure the success of
the RED company. This is illustrated as follows:

X OO KK K0 K 30K K0 K ok 0k ok ok ok ok ok ok, ok ok ok ok ok ok ok ok, ok, ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok, ok xok ok, ok, ok ok, ok ok ok, ok ok ok ok, ok ok ok ok ok ok o

Shareholders
Agreement
Articles of Appointmentof
RED Incorporation Directors
TC

Registration
of Company

RED
scC

Appointmentof License
CEO Application to ECB

Preparations for
Start-Up

= wx

omOm
4 oo

Shareholders: The shareholders are the proportionate and

joint owners of the RED. Each shareholder has the right
to be represented in shareholder meetings. Primary role is
to share in profit of the company through dividends
payout at the end of the financial period. Shareholders
have to appoint a board of directors to, on its behalf, run
the affairs of the company. Shareholders contribute to
start-up _capital proportionally according to tht

shareholdm .
Board of Direttors (BoD).Are dibifited by shareholde
to oversee the affairs-of the'Gomparty, to provide strategic

executive and have fiddciary duties towal s@le orgg'a{y.
In order to minimize expenses, the BoD is imited to 5-8
members, broadly appointed by the sharehol
their shareholding. Nomination of Directo
based on their expertise (technical, financial, legal,
business).

Management: Are responsible for the day-to-day
operations of the company. Management should not serve
as members of the board of directors. The board of
directors should appoint the Chief Executive Officer. The
chief executive officer in consultation with the board of
directors should appoint the rest of the executive
management team. Appoint of all other staff members is
the responsibility of management.

Commercial \B/%Eﬂﬁ?/a

The initial boundaries of the REDs have been chosen
through pre-feasibility studies to ensure that each RED is
commercially viable on its own. Subsequently the
boundaries were refined based on detailed business plans,
which included full feasibility analyses. As an example,
the income statement over 10 years for Southern RED is
depicted in the following graph:

4— Gross Profit (N$)
Operating Profit before Surcharges (N$)
—=&— Operating Profit (N$)

— —Net Profit (N$)

10§ T i

N$ Millions

(20)

Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7
Year 8
Year 9
Year 10

The following should be noted:

v Southern RED becomes profitable after 3 years;
amongst all REDs break-even occurs between 3-5
years.

v' REDs would be profitable right from the start in the
absence of Local Authority (LA) Surcharges.

v' The illustration is applicable to all REDs except
NORED, where LA Surcharges do not form such a
large component due to electricity supply not having
been conducted by LAs in NORED historically.

Article 4 next week will give more details on the prevalent
electricity price regulation methodologies being applied
by the ECB.
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