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STRATEGIC CASE STUDY

Strategic Case

NOTES TO CANDIDATES

)} Answers to be prepared as on 2 March 2021 by Blessings Matachi, Policy
Accountant in the Policy Development Unit of the Ministry of Energy.

i) All calculations and diagrams provided in source materials should be assumed
to be arithmetically correct.

EXAM QUESTIONS

The Minister for Energy has requested a report from the Policy

Development Unit, which reviews the governance arrangements of the
1 Nyala Electricity Commissioning and Supply Organisation (NECSO) and 60%
assesses how the issue of excess electricity demand should be managed.

The Minister for Energy has asked the Policy Development Unit for a

briefing paper, which assesses future demand for electricity in Nyala and
2 evaluates options for commissioning additional electricity supply capacity | 40%
as part of the “Towards Electricity for All” (TEFA) strategy.




Country of Nyala

Nyala is one of 54 countries that form the continent of Alkebula. It has an annual dry
season from July to November, and a rainy season from December to June, though in
recent years this pattern has been impacted by climate change. It has more than 300 days
of sunshine per year. Nyala spans 112 000 km?. Lake Nyala makes up a quarter of its
area and forms part of the border with the much larger countries, in terms of population
and land mass, of Kudu and Sable. Those two countries together surround Nyala
completely, so Nyala has no coastline. The Zikomo river flows from Lake Nyala for over
250 kilometres to Kudu, bisecting Nyala into two discrete regions, North and South. Nyala
is a former colony of the Alysia empire, and has been independent since 1965. One of the
legacies of Alysian colonisation is that Nyala’s main language is English. Its currency is the
Nyalan pound (£).

Although Nyala is one of the world’s least developed countries, average annual household
income has been increasing, and, in recent years, a middle class, primarily comprising
administrative professionals and owners of small to medium enterprises, has begun to
emerge. Nyala, however, faces major challenges in developing the economy, improving
education and healthcare, responding to high levels of youth unemployment and becoming
financially independent of aid from other countries. There are many barriers to capital
investment in Nyala, which successive governments have failed to address, including high
costs of, and poor infrastructure for, power, water, and telecommunications. Due to the
advent of the internet, Nyala avoided the need to develop an infrastructure for landline
telephones and moved directly into the mobile phone era. There is internet network
coverage, through mobile phone masts, for 85% of Nyala’s area; it is, however, unreliable
and less easy to access in remote, rural areas. Newspapers and radio still provide the main
source of news for people, and it is not uncommon to see public information notices posted
on walls and trees. The state-owned broadcasting company has limited production
capacity, but it delivers television and radio news and some entertainment services.

Nyala is a parliamentary democracy with a president as head of government and state,
and there is an independent judiciary. Elections to the national parliament occur every five
years, with the leader of the majority party becoming president. Each of the North and
South regions elects 100 members of parliament, but this equal split does not take account
of demographic changes since independence. Local councils administer some public
services, including planning, roads maintenance, refuse collection and disposal as well as
basic education. Councils are elected by citizens within the local area, with tribal elders
taking a leading role at that level.

Population of Nyala

At independence, the population of Nyala was 5 500 000; despite the severity of the living
conditions of most Nyalans, the population had increased to 18 000 000 in the 2019
census, and, at that point, was predicted to grow by 3.25% per year to reach almost
25 000 000 by the 2029 census. However, the Health of the World Committee, a
specialised agency responsible for global public health, has been reassessing population
growth forecasts in light of the impact of the COVID-19 pandemic that affected the world
from early 2020. The virus spread slowly to Nyala, and there were major difficulties in
recording its precise impact. The Nyalan government chose to implement temporary
lockdown measures as applied in many countries; the overwhelming majority of the
population supported this approach in spite of the increased hardship that resulted,
especially in the most deprived areas of Nyala as many people were unable to access work.
Official statistics on mortality rates due to COVID-19 are not available; it appears,
however, that mortality rates in 2020 were significantly higher than usual in Nyala.

In Nyala, in comparison to most other countries, there is low life expectancy and high
infant mortality rates. There is a high prevalence of ilinesses such as HIV/AIDS, malaria,
polio and diphtheria due to poorly resourced vaccination programmes.


https://en.wikipedia.org/wiki/Life_expectancy
https://en.wikipedia.org/wiki/Infant_mortality
https://en.wikipedia.org/wiki/HIV/AIDS

At the 2019 census, the population of Nyala was distributed as follows:

Region Population
North - Urban 2 725 000
North - Rural 6 300 000
South - Urban 1 900 000
South - Rural 7 075 000

The capital of Nyala is Nicator is in the North, and is Nyala’s largest city where 2 500 000
people live in its wider conurbation. The second largest city, Pytilia, is in the South with
1 750 000 inhabitants in its immediate surrounding area. The two other sizeable
conurbations in Nyala are Miombo (in the North) with 225 000 people and Akalat (in the
South) with 150 000. The rest of the population lives in small villages and remote rural
areas away from these conurbations.

Nyala has a diverse population of native peoples and descendants of the original settlers
from Alysia. In addition to English, several indigenous languages are spoken. There are
four main ethnic tribes, loosely affiliated to each region: Greenbul with a tribal stronghold
in the North; Shrike in the South; Warbler and Chatt, which are much smaller tribes
originating from the North East and South West respectively. Tribal divisions have not led
to sectarian violence of the sort suffered elsewhere in the world, and the concept of a
Nyalan nationality is widely understood. However, some tribal discords remain, particularly
as most professional, senior management and clerical government posts are held by
members of the Greenbul tribe, which is widely recognised as the most powerful and
influential in Nyalan society.

Nearly 75% of the Nyalan population lives in rural areas, the majority of whom live in
poverty, just about able to satisfy basic food and accommodation needs, and with irregular
access to safe water supply. People living in rural areas tend to rise with the sun (at about
5am) and go to bed as it sets at about 9pm; accordingly, there is very little by way of a
night time economy in these rural areas. This is not only due to the lack of infrastructure
such as street lighting and public transport, but also people do not generally have money
to spend on leisure pursuits.

Nyala has recently experienced high levels of inward migration, with 10% of the population
moving from rural to urban areas in Nyala in the last five years, including a significant
volume of inward migration to the capital from the rural South. It is estimated that a
further 20% of the population will migrate to conurbations in Nyala over the next ten
years.

Nyala history

Since gaining independence there have been a number of significant events that have
impacted upon Nyala.

By 1977 - Nicator had been developed as the new capital city when the national legislature
moved from the old colonial capital of Pytilia; this modern city offered new job
opportunities in administrative and professional roles, attracting significant inward
migration. The city was designed to showcase independent Nyala to the world with first
class infrastructure and facilities.

1983 to 1984 - Severe drought and failed food crops resulted in a two-year famine across
Nyala and neighbouring countries, causing the death of 350 000 people in Nyala alone.


https://en.wikipedia.org/wiki/Native_people

1997 to 1999 — A civil war in Kudu saw 700 000 refugees crossing the border into Nyala.
They were housed in refugee camps with basic amenities and were never given any official
citizenship status or right to remain in Nyala. The majority returned to Kudu when
hostilities ceased there in 1999.

2000 to 2004 — An HIV/AIDS epidemic swept across Alkebula, killing 500 000 Nyalans
during this period. In recovering from this crisis, the make-up of the country began to
change and become skewed towards a younger age group.

2008 — Nyala’s economy was affected by the international banking crisis which resulted in
a severe decline in exports, many companies being bankrupted and major jobs losses.

2020 — the long-term consequences of the COVID-19 pandemic are not yet clear. All
public health resources were redirected towards addressing the pandemic and existing
vaccination programmes have been badly affected. Maternity services in rural areas have
been reduced, leading to concerns about a possible increase in infant mortality.

Nyalan economy

Nyala’s economy is based primarily on agriculture; maize is grown widely for domestic
consumption, while tea, coffee and tobacco crops account for 90% of its export revenues.

The Nyalan government depends heavily on foreign aid to meet development needs,
although the aid offered has decreased in real terms since 2008 due to the international
banking crisis, which led to governments of many high-income nations reducing their
international aid budgets. The Nyalan government now has concerns that the impact of
the COVID-19 pandemic on the world economy will result in a further reduction in the
amount that donor countries have available for foreign aid. In addition, following many
high-profile corruption scandals within Nyalan government, major donors are more
reluctant to provide grants to Nyala and there has been a shift by donors to provide aid in
kind through expertise rather than cash. Although Nyala is one of the most politically
stable countries in Alkebula, donor concerns about good governance in Nyala remain.

Nyala was only important to the Alysian empire due to its strategic geographical location
linking one part of its empire to another. Unlike many other former colonies, no natural
resources had been discovered at that time to be exploited in Nyala and therefore it did
not benefit from the development of extensive rail and road infrastructure. Some
investment went into developing the tobacco and tea plantations and, although these are
still a major export, their markets are not significant enough to support major
infrastructure investment in Nyala.

In 2020, deposits of cobalt were discovered in the remote and pristine Miombo mountains
in the north east of Nyala. No detailed exploration has yet taken place, however, the
extensive demand for cobalt worldwide and its use in mobile and electronic technology
may have a significant impact on the Nyalan economy.

Further key features of the Nyalan economy are:

e a large number of the population depend on subsistence farming; wages are
generally low and many people rely on piece work; for example, tea picking and
harvesting tobacco, which is dependent on the success of the crop and prevailing
weather conditions

¢ those in paid employment are often supporting extended families, with one wage
often needing to feed more than ten people, which leaves limited excess cash for
savings, investment or leisure pursuits

e in recent years, there has been a growing middle class with demands for higher
living standards, mainly based in the cities and working in growing sectors such as
finance, technology, call centres and for non-government organisations (NGOSs).


https://en.wikipedia.org/wiki/Economic_development

Consequences of climate change

One of the consequences of population growth in Nyala has been increased deforestation
due to greater demand for arable land and failure to enforce protection of forests. In
addition, poverty, particularly in rural areas, has led to further deforestation as trees are
cut down to use as fuel for fires to cook on. This is exacerbated by the lack of alternative
fuel sources in the country as Nyala has no natural coal or currently available natural gas.

Nyala’s climate is hot in the low-lying areas in the south of the country and temperate in
the northern highlands, with the altitude moderating what would otherwise be an
equatorial climate. The rainy season has historically occurred from December to June, but
this is beginning to be impacted by climate change. Since 2014, for example, the rains
have come later, beginning in January and finishing in May. This has adversely affected
both the growing season and water levels in Lake Nyala.

Tourism in Nyala

Prior to the impact of COVID-19 in 2020, tourism was a growing industry in Nyala, focusing
on safari experiences and visiting Lake Nyala. COVID-19-related international travel bans
to and from Nyala have now been lifted and its tourism industry is trying to recover.
However, it faces fierce competition from larger and globally acclaimed game parks in
Kudu and Sable and has historically suffered from limited investment in Nyala’s own game
parks. The growing awareness of climate change has, though, benefited the Nyalan
tourism industry with more emphasis being placed on small scale provision which is seen
as being more environmentally friendly by the growing numbers of people interested in
eco-tourism.

Since 2015, the game park charity Alkebula Safari has worked in partnership with the
Nyalan government to take over the management of the country’s national parks. It has
invested heavily in security, training of rangers and restocking the parks with iconic
animals that had been on the verge of extinction due to hunting and poaching. This has
resulted in visitor numbers increasing by 5% annually to 2019 inclusive. Their biggest and
most successful endeavour was to transform the Majesty Park, which lies in the West of
Nyala bordering Kudu and has the Zikomo river running through it as its northernmost
boundary. This park is now seen as the “jewel in the crown” of the Nyalan tourist offer and
has been presented with an international conservation award from the global
environmental charity Green Dividend.

Lake Nyala is home to a species of fish, the Nyalan Shickel, which is not found anywhere
else in the world. The Lake is, therefore, an attractive site for divers and environmentalists.
Until recently, the Lake had been overfished to a level where there was a threat to the
future of the Shickel. In response, in 2017, the Nyala government banned industrial fishing
fleets, leaving fish to be caught only by the line and pole technique. In addition, the Lake
has been designated a marine conservation area, which means that there are quotas for
the number of fish that can be caught and any development must meet strict
environmental standards overseen by the three governments within whose territories Lake
Nyala lies. For example, tourist facilities that are developed have to be carbon neutral and
any damming or alterations to the Lake’s boundary must be agreed at a governmental
level. Wind farms have so far not been developed on the Lake due to risk to bird life from
the turbine blades, underwater noise associated with the installation process and the
potential to alter the behaviour of fish and birds. No formal agreement, however, exists
between Kudu, Sable or Nyala to prohibit wind farms being developed.

Nyala General Election 2020

From 2000 to 2020, Nyala was governed by President Eland of the Congress Party of Nyala
(CPN). Its stronghold is in the North of Nyala and the President and most of his elected
government and political advisers and senior civil servants were members of the Greenbul
tribe. The CPN has traditionally been well organised, running effective election campaigns
and maximising turnout by its traditional supporters, which led to its past electoral



successes. In the December 2020 election this hegemony was challenged by the rise of
Saul Bikoko, the charismatic young leader of the Nyalan Republican Party (NRP), which
has a stronghold in the Shrike dominated South of the country. Mr Bikoko formed a
coalition between the NRP and the smaller Nyalan Nationalist Party (NNP), promising to
distribute high profile cabinet posts evenly in the event of winning the election.

During the 2020 election, the NRP argued that there was a culture of complacency and
corruption in government and industry. Stemming from serious deficiencies in Nyala’s
infrastructure, including poor roads, regular power cuts and high mortality rates, the NRP’s
manifesto, “Nyala as a World Force”, was built on four pillars:

e Transport
e Electricity
e Health

e Education

The NRP promised to underpin the delivery of its manifesto with good governance, a strong
sustained commitment to anti-corruption and the development of a thriving economy with
the creation of many jobs in response to the high level of unemployment. Mr Bikoko’s
populist message and powerful personality captured the public imagination, especially
appealing to young voters.

The CPN party during its tenure had promoted the message that anyone in Nyala can be
an entrepreneur. This resulted in a proliferation of very small, often one person,
businesses, such as hairdressers, snack food outlets, car mechanics and tailors. This has
filled the gaps which would, in higher income nations, often be managed through larger
scale corporate organisations. One of the implications of this trend has been a growth in
the need for a consistent supply of electricity. In recent years, in Nyala, there have been
many unplanned electricity power cuts, and, most recently, these lasted for much of the
2020 dry season. While for some the power cuts have become an inevitable feature of
Nyalan life, these small businesses feel particularly cheated as they argue that they
followed government policy in setting up their businesses. Many larger businesses are
somewhat protected from power cuts by having their own generators, but smaller
businesses typically cannot afford to buy and operate their own diesel generators. This
has caused economic hardship for many people and resulted in public outrage and unrest
against President Eland and his party and further undermined his position.

The 2020 election was determined by international observers to be a fair contest with a
properly managed electoral process. The NRP/NNP coalition was elected and the new
government, led by President Bikoko, came into power on 1 January 2021; its first action
was to agree strategies to drive the four pillars of the manifesto. President Bikoko is an
advocate of nudge theory and has been quoted as saying that he prefers positive
reinforcement for behaviour where possible, as opposed to legislation or coercion. He
believes that policies should encourage people to make decisions that are in their own
broad self-interest. One of his first moves was the establishment of the Behavioural
Influence Unit at the centre of government to advance this thinking across government
bodies. In addition, the new president issued an edict to all ministers that government and
all public sector organisations in Nyala must be reformed so as to follow recognised
international good practice governance principles applicable to public bodies, citing the
Good Governance in the Public Sector framework published by CIPFA and the International
Federation of Accountants as the benchmark.

History of electricity in Nyala

Nearly 95% of Nyala’s electricity supply is provided by hydropower from a cascaded group
of three identical interconnected hydroelectric power plants on the Zikomo river. Each
plant uses the direct flow of the river to power a turbine which has blades at one end and
electro magnets at the other which create electricity as the blades are moved by the water
flow. This method of production is such that unless a separate, physical storage facility,
such as a battery, is added to the back end of the system the electricity has to be used
immediately or it is lost.



As part of the independence agreement with Nyala, the Alysian government committed to
maintaining the one hydroelectric power generator which was completed in 1964, and
building two further generators, over the next 30 years. These were seen, at the time, as
beacons of modernity; the second and third generators began producing electricity in
January 1984 and January 1997 respectively. The capacity of each generator is to produce
100 megawatts (Mw) of power in a 24-hour period. This daily capacity of 300 Mw was
calculated to meet the needs of the population in 1997, which at the time of independence
was forecast to be 10 000 000.

Demographic changes have resulted in some increased usage of electricity from some
consumers during the night time to cater for their use of domestic appliances, such as
computers and air conditioning units. The lack of much by way of a night time economy,
particularly in rural parts of Nyala, means, however, that the majority of the electricity
produced between 9pm and 5am goes unused.

As night time electricity usage is limited, any minor maintenance work on the generators
is usually scheduled to take place during the night so as to minimise the impact on
electricity capacity at peak demand time during the day. There is a schedule of planned
maintenance in place but it is not implemented consistently.

The table below shows the population levels and usage of electricity between 1969 and
2019. Analysis of this data shows that the correlation coefficient (r), which measures the
linear relationship between usage of electricity and population growth, was 0.934.

Census Year Population Usage
(millions) x (Mw/day) y

1969 6.00 42.25
1974 6.60 52.00
1979 7.20 61.75
1984 7.00 74.75
1989 8.10 87.75
1994 8.90 126.75
1999 10.50 139.75
2004 9.90 146.25
2009 10.50 130.00
2014 12.00 162.50
2019 18.00 208.00

As the population expands and the hydroelectric generators age and need more regular
repair and maintenance, the generators have more downtime. The original assumption
was that the generators would have a useful life of 50 years each. This became a key
issue throughout the tenure of successive CPN governments and there were accusations
of incompetence made during the recent election as the government had no plans to
replace the generators. Further resentment built up within the population as some
businesses and householders felt they were forced into procuring their own diesel
generators, incurring extensive costs.

In recent years, some NGOs have operated projects designed to increase access to
electricity for the poorest 15% of Nyalan citizens, who currently cannot access the central
electricity generating system, without putting pressure on the central generating system.



These small scale, mostly solar power projects, are funded by the NGOs and people pay
nothing for the electricity that is generated. In neighbouring Sable, by contrast, a similar
scheme has been successfully developed on a commercial basis, whereby generation and
consumption are monitored, and individuals pay a unit price for the electricity. The price
includes an element to pay back the cost of the initial installation over a number of years.

Nyala Electricity Commissioning and Supply Organisation (NECSO)

Following independence in 1965, a political culture evolved in Nyala that did not trust
private enterprise, especially multinational companies which successive presidents
referred to as ‘agents of foreign government’. This has meant that many major industries
in Nyala, including telecommunications, transport and electricity generation, have
remained nationalised and not open to outside competition.

Electricity in Nyala is produced and delivered by the Nyala Electricity Commissioning and
Supply Organisation (NECSO). It is state-owned and is entirely in control of generation,
transmission and distribution of electric power in Nyala. NECSO has an arms’ length
relationship with the Nyalan government’s Ministry of Energy, and has had a mission
statement since 2000, which is:

To generate, transmit, distribute and supply consistent and economical
electricity to all of our customers and to extend the benefits of a sustainable
electricity service to all Nyalans.

At the time of the 2020 election, NECSO had a board of twelve politically appointed
members, nine of whom, including the chair, were from the Greenbul tribe; they came
from a variety of backgrounds and were civic, industrial and political leaders. NECSO
employs 3 000 staff; these include electrical engineers working on the power plants,
people who work in NECSQO’s network of shops in the conurbations, call centre operators
and cable laying labourers. Very little use is made of external contractors for any aspects
of NECSO’s work. Staff turnover has been consistently very low for many years for all
groups of NECSO's staff. As is generally the case throughout Nyala, NECSO staff are not
members of a trade union.

All of NECSO’s customers, domestic and business, are charged the same price per unit for
all electricity consumed. Electricity prices have risen consistently throughout the past 20
years in Nyala, in most years in excess of both general inflation rates and average wage
rates. In addition, the Nyalan government provides an annual grant to NECSO. This is
approved by the legislature as part of its scrutiny of the annual Finance Act. However, in
many years, it has been necessary for the legislature to subsequently approve a
supplementary grant for NECSO following requests by NECSO for more funding.

During the last five years, Nyala has suffered from increasing numbers, and longer periods,
of power cuts. Some of these cuts were planned by NECSO and widely known about in
advance, although there was a lack of clarity publicised on the rationale for these planned
cuts. However, an increasing proportion of the cuts have been unplanned and unexpected.
NECSO'’s performance, in particular its inability to deliver a consistent supply of electricity,
became a major issue in the 2020 election campaign when the country was subjected to
a series of unplanned and unannounced power cuts on most days.

Mr Bikoko was able to very successfully use the fact that these power cuts were taking
place during NRP election campaign rallies as examples of the incumbent government’s
incompetence and willingness to misuse a national asset for its own political ends. On
many occasions during the election campaign, Mr Bikoko said that NECSO was not fit for
purpose, claiming that no one knew how much government subsidy it received, criticising
the regular price rises, and claiming that NECSO had not invested in maintaining good
relationships with its customers. He argued that in having no operational plan for the
power cuts, no goals and objectives and no financial plan it had been unable to determine
the appropriate actions it needed to take.


https://en.wikipedia.org/wiki/State-owned

In addition, during the election campaign, Mr Bikoko regularly accused NECSO officials and
its board of corruption, suggesting that government subsidies intended for the purchase
of additional electricity supply were being misappropriated. He cited the lifestyle of board
members as evidence of this, stating that many of them had large second homes at Lake
Nyala which should be beyond the reach of decent, honest public servants.

Mr Bikoko also often praised many front-line NECSO staff who had tried to raise issues
about senior management behaviours. These issues led him to assert that should he
become president there would be a major review of NECSO and its place in Nyalan society.

The previous Nyala government had commissioned a review of NECSO from the Bank of
the World, an intergovernmental partnership providing sources of funding and knowledge
for developing countries. A summary of the report, which was delayed due to the COVID-
19 pandemic and has only recently been received, is attached at Appendix 1.

“Towards Electricity for All”

The new NRP/NNP coalition government recognises that by having electricity as one of its
four pillars, a key factor in developing Nyala and significantly reducing poverty will be to
enable citizens to have reliable access to electricity. The major problem facing the
government is that the current supply of electricity is finite and wasteful in that the
majority of the electricity generated at night is not accessed, whereas at other times
demand already outstrips supply, an issue that worsens as the population continues to
grow. Most citizens and institutions in Nyala feel they are being held back by the lack of
availability of electricity.

On 2 January 2021, Mr Bikoko installed Mr Victor Likado as Minister for Energy. Mr Likado
is a member of the NNP in Miombo, a Warbler tribal leader and was key to facilitating the
coalition government arrangements.

There is a political imperative to effectively manage electricity in the short term and to
increase both the range and capacity in the longer term. In line with its manifesto, the
new coalition government has recently approved its high level “Towards Electricity for All”
(TEFA) strategy with the following overarching vision:

To deliver reliable electricity to all Nyalans by 2029
The strategy document outlines that delivery must be achieved by:

1. Working in partnership, where possible, with other governments, cutting edge
industries and NGOs

2. Ensuring the generation of the cleanest electricity possible for Nyala.

The TEFA strategy has been broadly welcomed by all political parties and civic
organisations including Nyala’s tribal leaders. There is, however, concern about how, when
and whether the government is capable of delivering the outcomes promised.

Since the publication of TEFA, President Bikoko and Mr Likado have been approached by
a number of parties interested in working with the government to supply electricity in
Nyala. Already, though, a growing tension is becoming apparent within the coalition
government; President Bikoko’s NRP party seems to be more concerned about growing
the economy, some would say at any cost, while the NNP, which is proud of its ‘green’
credentials, sees itself as a guardian of the environment and rural communities.

The TEFA document did not specify the ways in which the strategic aims would be
achieved. However, it does refer to a number of potential options that could form part of
the strategy and which therefore seem to merit further analysis.
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Strategic Options for implementing TEFA

Kudu - sale of excess electricity capacity

The Kudu government has offered to sell to Nyala some of its excess coal-fired electricity
production capacity, amounting to 50 Mw per day at a charge of £165 per Mw over a 10-
year contract. The project, which would take 12 months to complete, would involve laying
a cable from Kudu to one of the hydropower plants on the Zikomo river for distribution.
The cost of laying the cable would be capitalised and is included in the proposed charge.
This proposal had been made to the previous Nyalan administration; however, it was
rejected by them following a Kudu-led venture to explore the Kudu section of Lake Nyala
for natural gas. This strained political relationships between Nyala and Kudu due to
perceived security issues for Nyala, as well as the adverse impact on the environment and
the Nyalan tourism industry. In addition, at that stage, Kudu were demanding a contract
that could only be renegotiated after a 10-year period. The Kudu government is now
amenable to a break clause after seven years with a possible three-year extension.

Storm Industries — lithium-ion batteries

Mr Likado has been briefed on the use of lithium-ion batteries that store electricity for use
at a later date. This would be particularly useful as the unused electricity produced at night
by the hydroelectric generators could then be used at another time. The largest producer
of these batteries, Storm Industries, located in Alysia, is in an almost monopolistic position
for supplying such batteries worldwide. This is relatively new technology and the life of a
lithium-ion battery is unclear. Most industry commentators suggest the best estimate is
10 years, though Storm Industries claim that it is nearer to 15 years.

EnCo — nuclear power station development

President Bikoko has been contacted by a major, multinational energy company, EnCo,
which sees Nyala as a way into the wider Alkebulan market. EnCo is a significant developer
and owner of coal-fired and nuclear power stations around the world and it proposes the
development of a nuclear power station in Nyala. It is understood that EnCo would want
to include in the design a prototype nuclear waste system, whereby waste from other
plants around the world could be safely recycled, reused and disposed of in Nyala.

There have been many investigations by journalists, trying to highlight EnCo’s
environmental and safety record and its alleged failure to abide by international standards
in these areas; to date, however, none of these investigations has successfully uncovered
any wrongdoings. According to the campaign group Green Dividend, though, this is
because EnCo has bought the silence of corrupt government officials in various countries.

Nuclear power had fallen from favour as an energy source due to safety concerns following
a major leak of nuclear waste at a power plant in an industrialised country in 1980.
However, with the rise in awareness globally of the impact of fossil fuels on climate change,
interest in its use as a power supply source is growing once more.

Thayka government partnership

The country of Thayka has become a global superpower in the last 40 years, rivalling the
position of other significant, longer-established world players. The Thayka government
has a well-established record of partnering with the governments of many Alkebulan
countries to develop a wide range of infrastructure projects. The model used by Thayka
for the construction work involves it supplying the materials and labour from Thayka in
return for favourable trade terms for Thayka. These projects have involved the
construction of highways, ports, and renewable and non-renewable energy power plants
in many Alkebulan countries. One such example has been the construction of a combined
solar and wind farm in the north of Alkebula producing 600 Mw per day of electricity, which
has revolutionised the delivery of electricity, in exchange for trade deals that exempt
Thayka exports from any import tariffs in the country concerned.

11



Nyala has resisted a partnership with Thayka to date, as the outgoing government believed
that such a relationship would, in effect, be a different form of colonisation. However, a
recent trade delegation from Thayka was warmly received by President Bikoko, and the
president is soon to make a state visit to Thayka. President Bikoko is known to be keen
to discuss the involvement of the Thayka government in adding infrastructure capacity to
the Nyalan electricity generating system.

The Thayka government is confident that its engineers could complete the task of replacing
and adding capacity to the hydroelectric generating system on the Zikomo river. This
would involve construction of four generators with each capable of producing 125 Mw of
electricity daily. This would be a 16-year programme: replacing one of the current three
generators every four years and adding an additional generator in the final phase, although
the current industry standard for building and installing a generator is seven years. These
new generators are expected to have a useful life of 50 years and would be handed to
NECSO for day-to-day operations. The generators will also be more technologically
advanced than the present system with inbuilt lithium-ion storage batteries. No
assessment has been made of the likely area where the one new hydropower generator
would be installed.

Ministry of Energy review of NECSO

On appointment as Minister for Energy, Mr Likado stated his agreement with the views
expressed by Mr Bikoko during the election campaign about NECSO’s performance. Mr
Likado also expressed his concerns about NECSO’s ability to deliver TEFA. During the
election he had openly criticised NECSO for being a large, unwieldy, bureaucratic
organisation that did not respond to changing public needs in a timely manner. This lack
of confidence in NECSO has influenced his decision to establish the Policy Development
Unit within the Ministry of Energy working directly to him. The unit is staffed by special
advisers with no previous history of working for NECSO who, in addition to having political
backing, are experts in particular fields. The unit is headed by Brian Zigowa.

The Minister insisted, upon taking up his post, that the chair of NECSO’s board and its
Chief Executive Officer (CEO) should be immediately removed from their posts because of
their failure during the 2020 dry season to deal effectively with the significant power
shortages. In addition, Mr Likado asserted that the CEO had failed to ensure the consistent
delivery of electricity, which should be NECSO’s primary purpose, and the chair of the
board had failed to take responsibility for this failure. He also described NECSO as having
unclear boundaries of responsibility, lacking clarity between the roles of senior executives
and non-executive board members.

Mr Likado immediately installed his trusted adviser, Dr Pius Gama, as NECSO’s new chair
of the board in early January 2021. Dr Gama, a member of the Warbler tribe, had
previously been chief operating officer for a multinational media and publishing
organisation and is a well-respected and trusted figure in Nyala. The new CEO of NECSO,
Patience Chigamba, who took up post in late January 2021, was approached directly by
Dr Gama for the role. Patience was born in Nyala and is a member of the Chatt tribe,
however, her formal education, including university, was in Alysia, where she gained a
first-class degree in economics before working for a multinational consultancy specialising
in the energy sector. Having worked successfully abroad she is keen to work for the people
of Nyala and contribute towards a better future for the country.

Although the rest of NECSO'’s senior managers and board members have remained in post,
they are worried for their jobs due to the change in political leadership and the action
already taken by the Minister. Mr Likado has also given further warning that unless NECSO
begins to perform much better he will radically restructure the board and senior
management positions and replace people with his appointees.

The Minister recognises that there are no easy or quick solutions to the shortage of
electricity in Nyala. Whilst sympathising with businesses and householders who have been
critical of NESCO, he has been very clear with the public that ongoing power cuts will be
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necessary for the foreseeable future. The ministry is drawing up a set of criteria which
would be considered within any programme of power cuts. NECSO’s initial proposal to the
Minister is for the programme of planned power cuts to divide the cuts equally across the
regions, while recognising that this would not differentiate between high users, such as
industry and business, and low users. The Minister is not sure that this proposal is the
best way forward and has asked the Policy Development Unit to assess the likely impact
of the proposed programme of cuts on urban and rural areas, on business and the
economy, and on the health and wellbeing of people.

The Minister has vowed that the process for deciding any future programme of cuts would
be more transparent and that the associated decisions would be communicated much more
effectively than in the past by the board of NECSO, with individual citizens, as well as
institutions, engaged and informed. He also said he believed there was a need for a
properly constructed communications strategy which could be supported by the
government and promoted through the media.

Mr Likado has also commented that NECSO’s website, which was designed by a temporary
intern in 2017 and has been maintained by a part time administrator since then, is not fit
for purpose. Further, he has stated that the coalition government intends to operate a
much stricter financial regime with no supplementary budgets being considered, approved
or allowed for NECSO.

Mr Likado has asked NECSO’s new chair and CEO to work closely with the Ministry’s Policy
Development Unit in future. Soon after their appointment, Dr Gama and Ms Chigamba
recognised the importance of a widespread staff consultation project in NECSO, in part to
signal a new approach within the organisation, but also to obtain staff views about a wide
range of issues. In addition, staff have been very unsettled by the swift recent changes of
senior management and by a number of articles in the press that have been critical about
NECSO, an example being attached as Appendix 2. The engagement project planned by
Dr Gama and Ms Chigamba is hoped to provide reassurance to staff about the future
direction of NECSO. Consequently, during February 2021, they have scheduled five focus
group sessions, each with ten staff from various levels of the organisation. These are to
be supplemented by four large staff forums, and 20 one to one interviews with a random
cross section of the NECSO workforce.

The candidate
The candidate is Blessings Matachi, who is a recently qualified accountant, and is a Policy

Accountant in the Ministry of Energy’s new Policy Development Unit reporting to its Head
Brian Zigowa. An accounting technician, Awali Nandoli, reports to Blessings.
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Bank of the World summary report APPENDIX 1

NECSO — Public Expenditure Accountability review

Funding and Performance Management

In addition to income from charges for electricity supplied to customers, NECSO receives
an annual grant from the Ministry of Energy. NECSO has no formal performance indicators
agreed with the Ministry except that it is expected to manage expenditure in line with its
annual grant and make an annual 5% return on assets having taken account of the annual
grant. No documentary evidence was found either of an annual review of NECSO’s
performance by the Ministry, or of NECSO’s board formally reviewing NECSO’s
performance other than its financial performance. In the second half of each of the last
three years, the Ministry has provided supplementary grant funding to NECSO following
requests from NECSO for further funding. There was no evidence of there being any
performance expectations tied to this supplementary funding.

Despite price rises in excess of inflation for many years, NECSO has not achieved its annual
rate of return target in any year. NECSO'’s pricing policy is crude, with the same per unit
charge for all users at all times. No evidence was found that pricing policy was aligned to
NECSO'’s mission statement or that NECSO'’s board had reviewed the policy in recent years.

Strategy

There is no plan apparent for investment in increased electricity supply capacity, including
no apparent financial strategy in place to finance such investment plans.

There is no evidence that the NECSO board is actively involved in strategic planning and
decision-making.

NECSO'’s documented operating plans focus mainly on expenditure management processes
and controls and maintenance plans for power plants.

There are no documented performance indicators other than financial measures, such as
performance against budget and customer debt levels, reports on which are provided to
the board. There is no evidence of NECSO benchmarking its services against other
organisations.

Reporting and audit

NECSO produces an annual report. It is published in hard copy form and copies are
supplied to the legislature’s library. It is not available on NECSO’s website. The annual
report lists board members and senior NECSO staff, and includes NECSO’s annual financial
statements, which are stated as being prepared in accordance with international
accounting standards. The reports contain a lot of dense operational detail about electricity
generation and photographs of activities such as repairs to generators and NECSO’s
involvement in community initiatives. The reports contain limited performance information
and little clarity on future plans. There is no evidence of an annual governance statement
being produced.

The annual report omits reference to the audit work and opinion of the Supreme Audit
Institution of Nyala (SAIN). It is noted from communications to the Ministry and the
legislature, that the SAIN has, in each of the past three years, disclaimed an audit opinion
on NECSO'’s financial statements. SAIN has concluded that it has been unable to obtain
sufficient appropriate audit evidence on which to base an opinion.

NECSO has an internal audit function, but there is no evidence of it having reported since
a review of procurement in 2019 and there is no evidence of an active Audit Committee.
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Extract from Nyalan Times —30 January 2021 APPENDIX 2

Shining a light on NECSO

Following NECSO'’s disastrous programme of power cuts during the last dry season and
Minister Likado’s claims that he was going to clean up NECSO, shocking new revelations
have emerged about how it behaves towards its staff and customers.

We have spoken to a former operative in the NECSO customer services centre, a member
of the Chatt tribe, who was recently dismissed after unsubstantiated reports from her
manager that she was consistently late and displayed an inappropriate attitude to
customers. The operative, who preferred to remain anonymous, said that she was
dismissed without going through a proper disciplinary process.

She told us that having to care for her sick mother occasionally made her late, but she
denies that her attitude towards customers was poor. She also said that neither issue was
ever raised with her in the 18 months she worked at NECSO. She referred to being
constantly intimidated by her manager (a member of the Greenbul tribe) who frequently
said she could be replaced at any time. She had felt unable to raise concerns about her
manager’s behaviour, not knowing where or how to report it, as well as being afraid that
she would be dismissed. Other NECSO staff have told us about similar experiences, but
none were prepared to be interviewed formally, saying that they feared intimidation or
losing their job if they did so.

The former NECSO employee also feels that her experience is evidence that lower level
staff are dismissed for minor misdemeanours, contrasting that with the lack of action when
there are allegations about senior managers transgressing regulations. She referred to
board members attending all-expenses-paid international conferences across the world
several times a year when they should be focusing on the needs of the Nyalan people and
appreciating hard working members of staff like her.

We have also spoken to people who have contacted the customer services centre. They
say that while the staff are usually polite and try to help, ultimately many complaints about
service provision are referred to other departments and it can take months to remedy
even a minor fault if it is resolved at all.

This seems symptomatic of a widespread scepticism about NECSOQO’s fithess for purpose
amongst the population. One small business owner said: “As a monopoly they know we
cannot go anywhere else, so they do what they want, at ever increasing prices, which
outstrip my profits. They told me that | should buy my own generator during the last
disastrous period of power cuts. | am a small business owner; | cannot afford to absorb
costs like that”. A source close to the Ministry of Energy confirmed Mr Likado’s statement
that power cuts will be needed once again this year, but added that detailed planning for
the cuts programme had yet to start. It seems from the indicative programme that there
will be little change from previous years of chaos and powerlessness. The bulk of the
population and small businesses can expect many hours without electricity for the
foreseeable future.

Most NECSO staff we spoke to expressed great pride that all power produced by NECSO is
currently hydroelectric, due to it arguably being one of the cleanest sources of power.
However, there was widespread frustration that this good news story is overshadowed by
the failings of management and leadership throughout the organisation.

Nobody from NECSO or the Ministry of Energy was available for comment. Minister
Likado is keen to laud his recent appointments of Dr Gama and Ms Chigamba; their lack
of visibility on this issue is, to say the least, very disappointing.
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The Minister for Energy has requested a report, which reviews the governance
arrangements of the Nyala Electricity Commissioning and Supply Organisation (NECSO)
and assesses how the issue of excess electricity demand should be managed. The report
should cover:

Marks

)} With reference to the international framework for Good 25
Governance in the Public Sector published by CIPFA and the
International Federation of Accountants, critically assess the
degree to which NECSO meets good governance principles, stating
any further information that would be useful to have in order to
provide a more complete assessment.

1)) Discuss the advantages and disadvantages of the policy 13
interventions proposed by the Behavioural Influence Unit (BIU) to
manage demand for electricity.

iii) Briefly appraise NECSO'’s existing pricing policy and discuss 12
whether a differential pricing policy should be implemented by
NECSO as part of a demand management strategy.

iv) Formulate the elements that would need to be included in an 10
effective stakeholder communication and engagement strategy for
further electricity rationing.

60
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Governance review — staff feedback

EMAIL

Date: 1 March 2021

To: Policy Accountant — Blessings Matachi

From: Head of Policy Development Unit — Brian Zigowa
Subject: Governance review of NECSO — staff feedback
Blessings,

Dr Gama and Ms Chigamba have concluded their staff consultation sessions. They were
impressed with attendance levels and engagement - for example, over 400 staff attended
each staff forum. Their main findings are summarised below.

Recruitment

Most staff understood the appointments process for lower graded posts; there was a
general feeling that the process they had undergone was fair. But there was a general
perception that certain tribal groups are favoured for promotion opportunities.

However, many staff perceived that this process was not applied at higher graded posts.
Lower graded staff regularly observed that there were never any advertisements for higher
graded posts in Nyala newspapers and they sensed that senior appointments were usually
made to friends and former colleagues of existing senior managers.

Performance management

Overall, most staff were proud to work for NECSO and expressed their loyalty to the
organisation.

There was widespread disquiet that NECSO does not have a formal staff performance
appraisal system or management development programme and staff are not regularly
supervised. Many lower graded staff were unhappy that resources are invested in senior
manager events at the Lake and feel neglected regarding their own development.

It was generally stated that staff acquire a lot of knowledge as they usually work for NECSO
for many years, but they do not feel the organisation benefits from this as they are not
regularly appraised.

There was extensive criticism regarding communication between management and staff
being sporadic and unstructured, with no system of regular team briefings.

Some staff were aware that NECSO maintains a risk register, but few were aware of its
contents and there was a widespread view that managers do not refer to it during their
operational decision making.

Regards

Brian
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Governance review — board effectiveness

EMAIL

Date: 1 March 2021

To: Policy Accountant — Blessings Matachi

From: Head of Policy Development Unit — Brian Zigowa
Subject: Governance review of NECSO — board effectiveness
Blessings,

Dr Gama and Ms Chigamba have also reviewed the operation of NECSO’s board. Their
main findings are below.

Many meetings of the board and senior managers take place at conference centres at large
expense. Many two-hour meetings were held at weekends with all those present claiming
a travel and subsistence allowance, despite being taken to the venue in company transport
and having accommodation and food paid for by NECSO.

The minutes from these meetings are insubstantial. Most agenda items focus typically on
NECSO'’s finances and progress with maintenance work. The minutes do not reflect
whether proper consideration was given to each agenda item, and do not provide evidence
that people are held to account if assigned actions were not carried out. There was no
evidence that any conflicts of interest were registered and assessed.

NECSO has a risk register which is on the agenda of each board and senior management
meeting, however, it is noticeable that the impact of electricity cuts for a sustained period
does not feature on it.

Its only committee, the Audit Committee, has not met for the past twelve months and
there is no evidence that it discussed the last internal audit report on procurement audit
in 2019. The Audit Committee chair continues to claim an annual responsibility allowance.

Based on their experience at other public bodies, Dr Gama and Ms Chigamba suggest that
the level of expenses paid by NECSO is high and the expenses policy for NECSO is
generous, though there was no evidence that any claims made by members of the board
or senior management contravened the policy. There is no code of conduct in place that
board members are required to sign up to.

There is no evidence that any formal consultation took place with stakeholders last year
before implementing a programme of power cuts. The lack of a formal complaints
procedure also makes it difficult for the company to gather feedback from customers.

It is evident that the poor handling of the previous power cuts and the lack of
communication/engagement has meant that relationships and stakeholder networks which
could have been used as vehicles for better communication have not been developed by
the board or senior management.

Regards

Brian
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Behavioural Influence Unit views

EMAIL

Date: 1 March 2021

To: Policy Accountant — Blessings Matachi

From: Head of Policy Development Unit — Brian Zigowa
Subject: Managing Demand — views of the BIU
Blessings,

Here are the BIU’s ideas on how to influence people to use less of the electricity generated
by NECSO’s central generating system:

1. A public information campaign by NECSO designed to persuade people to
switch off appliances when not in use, using a slogan such as “Switch Off, Save
the Economy, Protect Nyala”. Similar campaigns, with similar slogans, have
been effectively used by governments, for example in relation to behaviours
desired of the public during the recent COVID-19 pandemic.

2. Offer people and businesses an alternative electricity supply option so that they
are not dependent on electricity generated by NECSO. The BIU suggests a
government backed loan scheme whereby individuals can purchase solar
panels to fit to their homes. A similar scheme is producing good results in Sable
and, on a much smaller scale, NGOs already offer a similar product in Nyala.
An equivalent scheme can be promoted to companies, but focused on diesel
generators rather than solar panels.

Also, if there is a programme of power cuts, the BIU suggests a measure to assist with
demand management. Under President Bikoko’s vision of Nyala as a world force, people
could be asked to make patriotic sacrifices. There could, for example, be a request that
communities volunteer to have their power cut for longer than absolutely necessary to
conserve general availability, thereby increasing the resource to be diverted towards
manufacturing and building the economy. These communities would then be rewarded by
being prioritised for additional access to extra electricity capacity as it becomes available.

Regards

Brian
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The Minister for Energy has asked for a briefing paper, which assesses future demand for
electricity in Nyala and evaluates options for commissioning additional electricity supply
capacity as part of the “Towards Electricity for All (TEFA)” strategy, to include:

Marks

)} In light of the need to forecast the demand for electricity by 2029, 6
interpret, and evaluate the implications of, the correlation calculated
for usage of electricity and population levels between 1969 and 2019.

1)) Based on the Health of the World Committee’s (HOWC) revised 10
population growth projections, apply linear regression analysis to
forecast the daily usage of electricity in Nyala in 2029, and discuss the
reliability of the forecast and other factors that should be taken into
account in the forecasting process.

iii) In advance of a more detailed evaluation at a later date, provide an 24
initial assessment of the options put forward by the Head of the Policy
Development Unit for delivering TEFA in terms of:

a) Annual cost per megawatt (Mw)

b) Environmental impact

c) Political considerations

d) Ability to meet demand

e) Any other factors relevant to gauging the strategic fit of the
options and delivering TEFA.

40
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Forecasting electricity demand

EMAIL

Date: 1 March 2021

To: Policy Accountant — Blessings Matachi
From: Accounting Technician — Awali Nandoli
Subject: Forecasting demand for electricity
Blessings,

I am very sorry to leave some of my work incomplete; | have to return to my village as
my father has been taken seriously ill. |1 set out below where | have got to with regard to
analysing future demand for electricity:

1. Based on the data collected on electricity usage and its statistical relationship with
population levels from 1969-2019, | started to look at whether we could use linear
regression analysis to forecast electricity demand. | calculated the regression
coefficients a and b to be -24.68 and 14.36 respectively, but | didn’t have time to
take this further.

2. We were assuming population would grow by 3.25% per year to just under 25m in

2029. We now know that the HOWC has revised its forecast to an annual growth
rate of 2% for that period, but | haven’t had time to assess the implications of this.

Regards

Awali
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Electricity supply future options
EMAIL

Date: 1 March 2021

To: Policy Accountant — Blessings Matachi

From: Head of Policy Development Unit — Brian Zigowa
Subject: Strategic options for future electricity supply

Blessings,

Your briefing paper should focus on the four options below, as these are the ones for which
we have a reasonable amount of information:

e Kudu: supply of surplus electricity capacity

e EnCo: development of nuclear power station

e Storm Industries: lithium-ion batteries

¢ Thayka: replacing and adding to the existing hydroelectric generators

I have further information on some of these options.
EnCo proposals

EnCo is offering to develop a nuclear power station in Nyala producing 500 Mw a day at
an estimated capital cost of £1 250m. It is estimated that it would take 15 years to
complete and would have a life of 60 years.

As the work is highly specialised, EnCo expect to use its own staff for much of the
construction, although there would be some extra employment opportunities in peripheral
works such as highways construction. EnCo also want to maintain operational control of
the power station at an annual charge of £4m, and require a seat on the NECSO board.

EnCo wants to site the power station near the border with Kudu, to provide easy access
to the major port, given the need to transport parts to the project. The site being looked
at will encroach on the Majesty national park. The road links to Kudu in this area are
currently little more than dirt tracks, but the company would include the development of
a highway link to Kudu as part of its planning proposals.

Storm Industries
We have received more details about the Storm proposals:

e It would only be feasible to install five batteries at each of the three current
hydroelectric plants, with each battery conserving six Mw of electricity per day. The
batteries could be procured and shipped to Nyala within nine months and
installation and testing would take a further month.

e As the company is already making inroads into Alkebula markets, there is no room
for negotiation on price and the present retail price is £990 000 per battery.

You should be aware that it has come to light Storm Industries is a subsidiary of a large
multinational corporation that is being investigated in its own country for the use of child
labour in the production of lithium. As well as this raising significant health and safety
and safeguarding issues, it is alleged that some of the practices for extracting the minerals
for use in the batteries are having a serious negative impact on the local environment.

I will also forward an email from the Minister about the President’s recent visit to Thayka.

Regards

Brian
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Thayka option — further information

EMAIL
Date 1 March 2021

To: Policy Accountant — Blessings Matachi
From: Head of Policy Development Unit — Brian Zigowa

Subject: President’s visit to Thayka

Date: 26 February 2021

To: Head of Policy Development Unit — Brian Zigowa
From: Minister of Energy — Victor Likado

Subject: President’s visit to Thayka

Dear Mr Zigowa

Following the highly successful recent visit of President Bikoko to Thayka, he requires that
serious consideration is given to allowing Thayka to undertake the major programme of
recommissioning and extending the hydropower electricity system on the Zikomo river.

It is proposed to site the new generator where the Zikomo river rises from The Lake. This
is a major breeding ground for the Nyalan Shickels and we know that Green Dividend
would be unhappy about any measures that would disturb their breeding ground. Green
Dividend has a track record of taking direct action and may cause significant disruption to
any building project that risks depleting the Shickel stock. While bringing some jobs
(dependent upon Thayka’s employment policies of their own staff), the immediate villages
in the vicinity would have to be relocated.

In return, the Thayka government have stated that they want to make a deal with the
Nyalan government giving exclusive rights to the Thayka government for the exploitation
of the cobalt deposits recently found in the Miombo mountain range. The Ministry of
Finance has made an initial estimate that the government would forgo tax revenue of
£25m per year, over the 50-year lifespan of the generators, if exclusive rights are granted
to the Thayka government.

Regards

Victor
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