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which constitutes the largest share (28.4 percent) in the CPI
basket.

Namibia’s external balance recorded a deficit, as the
current account deficit widened because of larger
imports which put pressure on reserves, but reserves
remain sufficient to support the fixed currency peg.
The capital and financial account, nonetheless, recorded an
increased surplus, primarily due to large net capital inflows
from other long-term investments, albeit not enough to
offset the deteriorated current account deficit. The increased
import payments caused the level of reserves to decline to
N$13.5 billion at the end of December 2014, from N$15.7
billion in the previous year. It is, however, notable that the
overall reserves remained more than sufficient to support
the fixed exchange rate peg and to meet the international
obligations.

In 2014, the Bank tightened its monetary policy
stance to stem strong credit growth, particularly
to households, used largely to finance the imports.
Private sector credit rose by 15.9 percent in the year under
review, reflecting strong demand from both businesses
and households. The Bank’s Monetary Policy Committee
(MPC) was particularly concerned about the rapid increase
in instalment credit for households which continued to
finance imports, especially of non-productive luxury goods.
In this regard, the MPC raised its repo rate by 50 basis
points to 6.0 percent during 2014. Tightening monetary
policy was necessary to reduce undue pressure on the
international reserves of the country. Moreover, the Bank
also recommended targeted interventions to the relevant
authorities, which might still take some time before
implemented, due to the legislative changes that will be
required.

On the fiscal front, the Central Government
outstanding debt as a percentage of GDP, moderated,
thus debt continued to be sustainable. Namibia’s total
debt as a percentage of GDP moderated to 22.9 percent at
the end of 2014, as the economy is estimated to have grown
faster than it accumulated debt. | am therefore pleased to
report that the country’s debt to GDP ratio remained well
within the set debt ceiling of 35 percent.

Although the global economy experienced another
tough year, the financial performance of the Bank
improved, in comparison with that in the previous
financial year. This is mainly as a result of the revaluation
gains from the depreciation of the local currency against

major currencies, in which the Bank’s investment portfolio
is held (“safe haven” instruments such as US and German
government bonds). This was complemented by the
prudent management of the Bank’s operational expenditure
and adjustment in its investment strategies. The Bank
expects to declare dividends amounting to N$ 158.1 million
to the State for the 2014 financial year.

As a way of facilitating trade between Namibia and
Angola, the Bank of Namibia and the Banco Nacional
de Angola signed a currency conversion agreement
during 2014. The main objective of the agreement is to
stimulate trade between the two countries. This agreement
will allow citizens and travellers of the two countries to
exchange Namibia Dollars and Angolan Kwanzas for trading
purposes. This conversion agreement will initially only be
applicable to the border towns of Santa Clara (Angola) and
Oshikango (Namibia).

I am pleased to report that Namibia’s financial system,
in particular the banking sector, remained sound. The
banking industry posted strong quality capital holdings,
high profitability, low levels of non-performing loans and
satisfactory levels of liquid assets. The banking industry
reported capital and liquidity levels that are well in excess
of the minimum prescribed limits, which provide reasonable
assurance with respect to its financial health.

In the quest to promote financial inclusion, the Bank
introduced regulations on Credit Bureaus to ensure
uniform standards. The regulations were drafted in terms
of the Bank of Namibia Act, 1997 (Act no. 15 of 1997) to
regulate and supervise the operations of credit bureaus in
Namibia. Credit bureaus play a vital role in availing credit
related information that can promote access to financial
services especially for individuals and small and medium
enterprises. The regulations compel lending institutions
to provide borrower credit information to registered credit
bureaus in an effort to address the challenges of accessing
finance by SMEs.

Reform measures to facilitate access to banking,
including regulations on fees and charges of banking
services were introduced during 2014. This initiative
will make sure that bank fees and charges in Namibia are
transparent, which could make banking services more
affordable, especially to individuals and SMEs. As a starting
point, standards for cash deposit fees were developed by the
Bank and in consultation with the industry, gazetted during
2014. These standards requires all banking institutions to



apply zero rated cash deposit fees on individual and SMEs.
All banking institutions in Namibia are expected to comply
with these gazetted standards by 31 March 2015.

To strengthen anti-money laundering, combatting of
financing of terrorism and proliferation preventative
measures, inclusive of reporting suspicious
transactions and suspicious activities pertaining
thereto, a law was passed. Namibia passed the
Prevention and Combatting of Terrorism and Proliferation
Activities Act, 2014 (No. 4 of 2014) with consequential
amendments to the Financial Intelligence Act, 2012 (No. 13
of 2012), during 2014. The legislative developments caused
Namibia to be amongst the first countries in the world that
have legislated proliferation financing. This will enable
Namibia to be fully compliant with its obligations under
applicable UN Conventions, Security Council Resolutions,
Protocols and international standards and best practices
on “Anti-Money Laundering, Combatting the Financing
of Terrorism and Combatting Proliferation Financing.” In
2014, the Bank also had to ensure that Namibia’s Anti-
Terrorism laws were reviewed in totality to address strategic
deficiencies identified by the United Nations and the
intergovernmental Financial Action Task Force.

The international credit rating agencies continued to
have confidence in the management of the economy
and governance of the country. This follows the
affirmation of the Namibian investment credit rating grade
by both Moody’s Investors Service and Fitch Rating. The
good name of Namibia internationally is also reflected
in good credit quality of sovereign issues, as indicated
by the narrowing cost of borrowing in the international
capital markets. In this regard, the spread between the
Namibian Eurobond and the equivalent US Dollar bond
reduced significantly during 2014. Also in the reporting
year, the Namibian Government continued its commitment
to develop the Namibian financial markets in line with the
Financial Sector Strategy and setting benchmarks for other
issuers. As a result, new long dated bonds were introduced,
extending the yield curve to over 25 years, making it one of
the longest on the continent.

As a way of promoting good Corporate Governance,
the Bank established an Information Technology (IT)
Strategy and Steering Committee. Various business
systems were assessed for feasibility by this Committee
during the year under review. The Bank continued to make
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strides to improve the IT Infrastructure and the availability of
IT Systems for internal staff, as well as external stakeholders
in the financial industry. The Bank’s IT Master Plan reached
its midpoint in 2014, an evidence that the Bank is on track
to achieve key objectives by 2016, in line with the overall
Strategic Plan.

We continued to invest in human capacity-building.
During the period under review, the Bank granted a
combination of bursaries and study loans to staff members,
in addition to training staff in various disciplines. Additionally,
a number of employees were provided with technical and
soft skills training interventions. The Bank also awarded
bursaries to Namibian school leavers, of which 75 percent
were female, in the fields of IT, Accounting, Economics,
Finance and Banking, to study at recognized institutions
within the SADC region. In addition, under the PhD
programme, one candidate completed his Doctorate
degree in Economics.

In 2014, the Bank continued to produce a number
of publications, to keep the public informed about
economic and financial developments as well as key
policy decisions and other important issues. These
publications include amongst others; the Bank’s Quarterly
Bulletins, the Financial Stability Report, Economic Outlook
Reports and the Annual Report.

The achievements noted in this report would not have
been feasible without the invaluable contributions
of staff members and the Board of the Bank of
Namibia, as well as our stakeholders. | wholeheartedly
acknowledge the commitment and dedication of staff
members towards their work and their endeavour to
deliver excellent service to the Bank. My gratitude goes
to the Board of the Bank of Namibia who has tirelessly
given strategic direction and oversight towards attaining
the objectives of the Bank. | also recognize the support of
stakeholders who equally contributed a great deal towards
realising the strategic goals of the Bank in 2014.

Ipumbu Shiimi
Governor
27 March 2015
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Our Vision

Our Values

Our vision is to be a centre of excellence;

a professional and credible institution;
working in the public interest and supporting
the achievement of the national economic

development goals.

To support economic growth and development in
Namibia, we act as fiscal advisor and banker to
Government;

Promote price stability;

Manage reserves and currency;

Ensure sound financial systems and conduct

economic research.

We value high performance impact and
excellence.

We uphold open communication, diversity,
integrity and teamwork.

We care for each other’s well-being.
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Bank of Namibia - Management Structure

(As at 31 December 2014)

Governor

Ipumbu Shiimi
Deputy Governor Director of Information Deputy Director: Business Deputy Director: IT Infrastructure
Ebson Uanguta Technology Systems Peter Nghinyotwa
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Deputy Director: HR Admin &

Director of Human Resources Recruitment

Deputy Director: 0D & Training

»
Lea Namoloh Shirene Bampton Henny van Rensburg
Director of Banking Services Deputy Dir gg%n(;urrency & Deputy D/‘rgeecrtv%'fgrotectlon Oshakati Branch Manager
E . P,
Sam Shivute Sencia Rukata Bryan Eiseh Phillip Ndjendja
. Deputy Director: Macro Models  Deputy Director: Policy Research Deputy Director: Statistics &
E D'Frlzfgtreo,f\‘ 2:3:::;“ & Financial Stability & International Affairs Publications
Lelly Usiku Abed lyambo {Vacant}
. L Deputy Director: Investments &
E Director %ftﬁlsn;lé((:;:el Markets Domestic Markets
Dantagos Jimmy
Director of Finance & Deputy Director: Financial Deputy Director: General
Administration Administration Services
Kuruvilla Mathew John Amakali Saara Shivute
Assistant Governor &
=== Head of Financial Stability
{Vacant}
Director of Banking Deputy Director: Analysis & Deputy Director: Policy & Deputy Director: Banking Groups
. B Supervision Examinations Regulations & Special Institutions
Romeo Nel {Vacant} Urbans Karumendu Ancois Plaatje
Director of Payment and Deputy Director: NISS Operations ~ Deputy Director: Oversight Policy
Settlement Systems & Projects & Research
Barbara Gowaseb Brian Geikhoibeh Sergio de Sousa

Technical Advisor to the

E Governor
Emile van Zyl
Research Advisor to the
E Governor
Meshack Tjirongo
Director of Strategic Comm. & Deputy Director: Financial Sector
E Financial Sector Development Development
Ndangi Katoma Emma Haiyambo
Director of Financial Deputy Director: Investigations Deputy Director: Legal, Policy &
- Intelligence Centre = & Analysis Enforcement
Leonie Dunn Gerrit Eiman Zenobia Barry
Deputy Director: Compliance Depurty Dir g(c”t,%/Exch Hilgs
Shaun van Rooi Sylvia Shikongo
Head: Risk Management &
E Assurance
Magreth Tjongarero

Head: Legal Services & Contract
Management
Tulonga Nakamhela



Members of the Board (as at 31 becember 2014)
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Ipumbu Shiimi
Governor and Chairperson of the Board since 26 March 2010
Current term ends 31 December 2016

(Chairperson of the Board)

Adv Charmaine van der Westhuizen
Member since 30 May 2012 / Current term ends 1 February 2019
(Member of the Remuneration Committee and member of the Audit Committee)

Mr Veston Malango

Member since 1 April 2008

Current term ends 31 March 2018
(Chairperson of the Remuneration Committee)

Ms Ericah Shafudah
Member (ex officio) since 3 April 2010
(Permanent Secretary: Finance)



Ebson Uanguta
Deputy Governor and Member of the Board since 1 January 2012
Current term ends 31 December 2016

Dr Omu Kakujaha-Matundu
Member since 1 November 2008 /Current term ends 1 February 2019
(Member of the Remuneration Committee and member of the Audit Committee)

Tuyakula Haipinge

Member since 18 July 2014

Current term ends 31 December 2018

(Member of Remuneration Committee and member of the Audit Committee)

Ally Angula

Member since 1 February 2014
Current term ends 1 February 2019
(Chairperson of the Audit Committee)
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The Bank’s Senior Management Team

Ipumbu Shiimi Ebson Uanguta
Governor Deputy Governor

Meshack Tjirongo Emile van Zyl
Research Advisor Technical Advisor
to the Governor to the Governor
Florette Nakusera Samuel Shivute
Director: Research Director: Banking Services
Ndangi Katoma Leonie Dunn
Director: Strategic Director: Financial
Communications & Financial Intelligence Centre

Sector Development
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Titus Ndove Lea Namoloh
Director: Financial Director: Human
Markets Resources
Romeo Nel Magreth Tjongarero
Director: Banking Head: Risk Management
Supervision & Assurance
Barbara Gowaseb Kuruvilla Mathew
Director: Payment & Director: Finance &
Settlement Systems Administration

Marsorry Ickua
Director: Information
Technology
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OBJECTIVES AND ACCOUNTABILITY OF THE BANK

The Bank of Namibia is the central bank of the
Republic of Namibia, created under Article 128(1)
of the Namibian Constitution. The Constitution
mandates the Bank to serve as the State’s principal to
control money supply, the currency and the institutions
of finance. The objectives of the Bank as defined in the
Bank of Namibia Act are, inter-alia, as follows:

e To promote and maintain a sound monetary, credit
and financial system in Namibia and sustain the
liquidity, solvency, and functioning of that system;

e To promote and maintain internal and external
monetary stability, and an efficient payments
mechanism;

e To foster monetary, credit, and financial conditions
conducive to the orderly, balanced, and sustained
economic development of Namibia;

e To serve as the Government’s banker, financial
advisor and fiscal agent; and

e To assist in the attainment of national economic
goals;

In addition, the Bank also fulfils other key functions as

defined in other acts, including:

e The Banking institutions Act, 1998 (Act no.2 of
1998) as amended, which empowers the Bank to
supervise banking institutions;

e Payment System Management Act 18 of 2003,
which provides for the management, administration,

CORPORATE CHARTER

operation, regulation, oversight and supervision
of payment, clearing and settlement systems in
Namibia; and to provides for incidental matters; and
e Financial Intelligence Act, 13 of 2012, which
provides for the combatting of money laundering
and financing of terrorism activities. It also provides
for the establishment of the Anti-Money Laundering
and Combatting of the Financing of Terrorism
Council, and for its functions and the registration of
accountable and reporting institutions.

In line with section 3(b) of the Bank of Namibia Act,
the Bank performs its functions independently
subject to its obligations to the shareholder.
The relationship between the Government, as a
shareholder, and the Bank is broadly defined in the
Act. The Bank’s specific obligations are, clearly defined
in a Memorandum of Understanding (MOU) entered
into between the Ministry of Finance and the Bank.
The Memorandum covers the terms and conditions
of banking services rendered to Government, public
debt management arrangements, and the nature and
frequency of consultations. The Minister of Finance
and the Governor of the Bank of Namibia hold regular
consultations on relevant matters.

Apart from its statutory mandate, the Bank’s
actions and the way it carries out its mandate
are guided by its Mission and Vision Statement
as detailed in its Corporate Charter. The Bank’s
“VISION” portrays the desired or intended future state
of the Bank in terms of its fundamental objective
and strategic direction. The “MISSION” defines the
fundamental purpose of the Bank, describing why it
exists and why it is important to achieve the Vision. The
Bank’s “VALUES” essentially express the beliefs that are
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shared among the stakeholders of the Bank. The values
drive the Bank’s culture and priorities, and articulate
the code of conduct that the Bank uses in getting all
its resources mobilised in pursuit of its vision. All the
Bank’s stakeholders are expected to assimilate and
identify these required standards and principles toward
ethical behaviour and excellence. The Charter strives
to promote a sense of shared expectations among all
levels and generations of employees toward ethical
behaviour and excellence.
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BANK OF NAMIBIA’S CORPORATE CHARTER

OUR VISION

OUR MISSION

Our Vision is to be a centre of excellence — a professional and credible institution — working in the public
interest and supporting the achievement of the national economic development goals.

e Promote price stability;

e Manage reserves and currency;

e  Ensure sound financial systems; and
e Conduct economic research.

OUR VALUES

To support economic growth and development in Namibia, we:
e Act as fiscal advisor and banker to Government;

e \We care for each other’s well-being.

e \We value high-performance impact and excellence;
¢ We uphold open communication, diversity, integrity and teamwork; and

STRATEGIC OBJECTIVES

The Bank’s strategic objectives are linked to
its functional priorities. Eight principal objectives
were derived from the mission and vision, and reflect
the Bank’s desire to meet its statutory mandate. The
strategic objectives essentially refer to what the Bank
is aspiring to achieve. The eight (8) strategic objectives
are:

—

Safeguard and enhance financial stability;

)
2) Promote price stability;
3) Manage reserves prudently;
4) Provision of currency, government debt issuance

and banking services;

5) Promote a positive reputation;

6) Promote financial sector development;

7) Optimise organisational efficiency and cost-
effectiveness; and

8) Enhance contribution
economic growth.

towards  sustainable

Measureable strategies are designed, with clear
outcomes to achieve the strategic objectives. To
ensure a successful implementation of the strategic

plan, the strategic objectives have been transformed
into areas of concentration with clear measurable
targets. As such, twice a year, the Directors of the
various Departments report progress in their areas of
concentration and the achievement of their targets.
On an annual basis, the entire plan is reviewed and
refreshed. Therefore, it is important not only to design
strategies that can be engaged in pursuit of the
objectives, but also to clearly describe the strategic
outcomes that would reveal whether or not the objective
has been achieved.

To promote ownership of the strategic plan and to
attain performance excellence, the strategic plan
is rolled out Bank-wide through its performance
management system. Individual performance goals
are crafted for each employee, and performance
progress is evaluated by means of performance
appraisals. The section titled “The Year in Review” in
this Report, explains the activities and progress under
each of the eight (8) strategic objectives during the
review period.
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ACCOUNTABILITY

The Bank aspires to good governance practices
and accountability to the public. It is of paramount
importance that the Bank must always maintain
accountability to the public at large by adhering to
good corporate governance principles. The Bank’s
legislation, its corporate charter and its strategic plan,
are some of the tools that guide the Bank to live up
to these ambitions of good governance. The Bank also
strives to be transparent by putting in place a concrete
communication strategy that is able to openly and
clearly communicating about why and how the Bank is
doing what it does. Below are some of the expectations
of good governance that the Bank aspires to observe:

THE GOVERNOR

e To be responsible, respected, trustworthy and
credible;

e To be accountable to its shareholders and the
Namibian people;

e To demonstrate an exceptionally high degree of
integrity;

e To ensure that its actions and policies are efficient,
effective, and transparent;

e To maintain professionalism and excellence in the
delivery of its services; and

e To be flexible and forward-looking in its approach,
but to avoid undue risks.

The Governor serves the Bank of Namibia as the
Chief Executive Officer and is accountable to the
Board for the management of the Bank and for the
implementation of its policies. The Governor also
represents the Bank in its relations and transactions
with the Government and other institutions. In most
other matters, comprehensive and Board- approved

delegations of power are in place to guide the decision-
making powers of the Governor and his delegates. The
Governor is appointed by the President for a five-year
term. The Act sets specific criteria for the appointment,
reappointment and dismissal of a Governor.

THE BOARD OF THE BANK OF NAMIBIA

The Board is responsible for the policy,
internal control, risk management, and general
administration of the Bank. Board Members, in
addition to having the typical fiduciary duties, are also
charged with many high-level responsibilities directly
related to the policies and operations of the central bank,
including approving the licensing of banking institutions
and ensuring the adequacy of international reserves.
Among other things, the Board is also responsible for
approving the Bank’s financial statements and annual
budgets, promoting effective corporate governance
practices, and monitoring internal control and risk
management frameworks.

The Board of the Bank of Namibia, is appointed

by the President of the Republic of Namibia,
and consists of Executive and Non-executive
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Members. The Governor (Chairperson) and the Deputy
Governor are Executive Members of the Board, while
the Permanent Secretary of the Ministry of Finance is
an ex officio member, one staff member from the Public
Service, and four other persons constitute the Non-
executive Members. The Assistant Governor (once
the vacancy is filled) also attends Board Meetings in an
advisory capacity. Board Members who served during
the year under review are portrayed on page 10 of this
report.

The Board meets regularly - at least four times a
year - with the main purpose of overseeing and
monitoring the Bank’s finances, operations and
policies. During 2014, four ordinary Board meetings
were held. Table A.1 below sets out the frequency and
attendance of Board meetings.



Table A.1: Frequency and attendance of Board meetings during 2014
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Board member 24/02/2014
Mr | Shiimi v
Mr Ebson Uanguta v
Ms E Shafudah v
Ms S Ausiku v
Ms A Angula v
Adv. Charmaine van der Westhuizen v
Ms T Haipinge =
Mr V Malango v
Dr O Kakujaha-Matundu 4

** Denotes that Board member term has expired.

- Denotes that Board member was not a member yet.

The Board’s Committees, namely the Audit
Committee and the Remuneration Committee, had
several meetings during the period under review.
The Audit Committee is responsible for evaluating
the adequacy and efficiency of the Bank’s corporate
governance practices, including its internal control
systems, risk control measures, accounting standards,
information systems, and auditing processes. Three
non-executive Board Members currently serve as
Members of this Committee, whose meetings are also
attended by the Bank’s Head of Risk Management
and Assurance, the external auditor, and relevant staff
members. The Deputy Governor and the Assistant
Governor are not members of the Audit Committee, but
do attend the meetings by invitation.

In general, the Audit Committee is responsible to
consider all audit plans and scope of the external

26/05/2014 18/08/2014 17/11/2014
v v v
v v v
X v v
X X X
v X v
- v X
v v v
v X v

and internal audits, to ensure that the coordination
of the audit effort is optimised. The Committee must
also introduce measures to enhance the credibility and
objectivity of financial statements and reports prepared
with reference to the affairs of the Bank and to enhance
the Bank’s corporate governance, with emphasis on the
principles of accountability and transparency, including
adequate disclosure of information to the public.

The Remuneration Committee is responsible
for overseeing and coordinating the Bank’s
remuneration function and for ensuring that
remuneration is fair and equitable, in order to
attract and retain quality staff and Board Members.
This Committee also comprises of three Non-executive
Board Members. Table A.2 sets out the frequency and
attendance of Audit and Remuneration Committee
meetings.

Table A.2: Frequency and attendance of Committee meetings during 2014

Audit Committee 20/02/2014
Ms A Angula (Chair) v
Ms S Ausiku v
Adv. Van der Westhuizen v
Ms T Haipinge -
Dr O Kakujaha-Matundu v

** Denotes that Board member term has expired.

- Denotes that Board member was not a member yet.

22/05/2014 14/08/2014 13/11/2014
v X v
v v X
_ v X
X X v
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Remuneration Committee
Mr V Malango (Chair)
Adv. Van der Westhuizen

Dr O Kakujaha-Matundu

MANAGEMENT STRUCTURE

07/08/2014 06/11/2014
v v
v
v v

The Bank’s senior management team consists of
the Governor, the Deputy Governor, the Assistant
Governor, Technical Advisors to the Governor, and
the Directors of the Bank’s various Departments,
as outlined on page 12 of this Report. The positions
of Governor and Deputy Governor are required by law.
To ensure that the Bank implement its policies effectively,
various committees have been created, including the
Monetary Policy Committee, Investment Committee,
Financial System Stability Committee and Management
Committee.

The Bank’s Monetary Policy Committee
(MPC) membership consists of the Governor
(Chair), Deputy Governor, Assistant Governor,
Advisors to the Governor, the Director of
Strategic Communications and Financial Sector
Development, the Director of Financial Markets,
and the Director of Research. The MPC meets every
second month to deliberate on an appropriate monetary
policy stance to be implemented by the Bank over
the next two months. The monetary policy decision is
communicated to the public through a media statement,
delivered at a media conference. Decision making by
the MPC is by consensus.

The Investment Committee (IC) consists of the
Governor, Deputy Governor, Assistant Governor,
Advisors to the Governor, the Director of
Strategic Communications and Financial Sector
Development, the Director of Financial Markets,
the Director of Research, and the Director of

REPORTING OBLIGATIONS

Finance and Administration. The Committee is
responsible for reviewing the level and adequacy of
Namibia’s foreign exchange reserves. While the Board
approves the International Reserves Management
Policy, the IC does review the investment guidelines for
final approval by the Governor. The IC is also expected
to ensure that investments comply with the approved

policy.

The Management Committee (MC) is composed
of the Governor, Deputy Governor, Assistant
Governor, Advisors to the Governor, all Directors,
and the Head of Risk Management and Assurance.
The Governor chairs the Management Committee.
The Committee is responsible for reviewing Bank-
wide policies dealing with financial, human resources,
operational and risk management. The Governor is,
however, responsible for the final approval of these
policies. The MC meets every second week.

The Financial System Stability Committee (FSSC)
is an inter-agency committee between the Bank,
Namibia Financial Institutions Supervisory
Authority (NAMFISA) and Ministry of Finance as
an observer. This committee is currently chaired by
the Deputy Governor and the chairpersonship is rotated
with the Assistant Chief Executive Officer (Supervision)
of NAMFISA. The committee is composed of
representatives from both institutions. The FSSC meets
on a quarterly basis to assess the potential risks to the
financial system as a whole and discuss appropriate
policy measures.

The Bank of Namibia Act requires the Bank to
submit various reports to the Minister of Finance.
A copy of this Annual Report is required by law, to be
submitted to the Minister of Finance within three months
after the end of each financial year. The Minister, in turn,
is required to table the Annual Report to the National
Assembly within 30 days after having received it. The
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Report must contain the Bank’s annual accounts, as
certified by external auditors, information about the
Bank’s operations and affairs, and information about the
state of the economy. Apart from the Annual Report, the
Bank submits a monthly balance sheet to the Minister,
to be published in the Government Gazette.
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COMMUNICATION AND STAKEHOLDER RELATIONS

During the period under review, the Bank
strategically managed its relationship with internal
and external stakeholder groups by executing
numerous stakeholder engagements through
various channels of communication. One such
communication channel is the Bank’s corporate website
which is used to disseminate general information, such

as the functions and operations of the Bank, laws
and regulations, economic statistics, publications and
research papers among others. Other channels of
communication include regular media briefings, media
releases/placements, as well as timely responses to
various enquiries from stakeholders.

Photo: Bank of Namibia Board Stakeholder Lunch Engagement: Left Front: Adv. Charmaine van der
Westhuizen, Board Member; Hon. Saara Kuugongelwa-Amadhila, Minister of Finance; Ms Estelle Tjipuka,
NAMFISA Board Chairperson. Left Back: Mr Phillip Shiimi, NAMFISA Chief Executive Officer, Mr lpoumbu
Shiimi, Governor; Mr Ebson Uanguta, Deputy Governor, Dr Omu Kakujaha-Matundu, Board Member; Mr

Veston Malango, Board Member; Mr Martin Inkumbi, Development Bank of Namibia Chief Executive Officer

Building meaningful working relationships with
all stakeholders both from the private and public
sector remained a high priority for the Bank during
the year under review. These engagements are vital
because when stakeholders understand the mandate
of the Bank, and the Bank understands the needs of
the stakeholders, the Bank will be better positioned
to achieve its objectives. To that end, regular media
conferences and other consultative meetings supported
the Bank’s corporate communication strategy. During
such engagements, the Bank shared information on
the economic outlook and discussed with stakeholders
their views on issues of common economic interest
within the mandate of the Bank.

During the reporting period, the Bank held the following

external engagements, among others:

e On 24 January 2014, the Bank hosted a highly
stimulating and thought provoking round-table
discussion under the theme “Opportunities to
respond to the needs of the people while building
a new competitive edge in Namibia”. The highly
acclaimed author, teacher, activist and entreprenedur,
Prof Gunter Pauli facilitated the discussion. Policy
makers, representatives from public and private
sectors, business people and entrepreneurs
attended the event.

19




Bank of Namibia Annual Report 2014

20

Photo: Professor Gunter Pauli

The Bank of Namibia in collaboration with Prudential
Portfolio Managers (Namibia) (Pty) Ltd hosted a
discussion around the book “Start-up Nation — The
story of Israel's Economic Miracle” by Dan Senor
and Saul Singer on 12 February 2014. Mr Ben
Bertolini from Prudential made a very insightful

presentation in this regard, followed by a discussion
from invited stakeholders. The session was meant
to explore the question on how Namibia can also
become a “Start-up Nation” in terms of creating
entrepreneurship in Namibia and what lessons
could be learned from lIsrael’s example.

Photo: Mr Ben Bertolini, Managing Director of Prudential Portfolio Managers (Namibia) (Pty) Ltd

The Bank held its Annual Economic Round-table
Forum in Windhoek, on 8 July 2014, under the
theme “Viability of a Credit Guarantee Scheme in
Namibia”. Various market players attended this
forum which was aimed at enabling participants
to share views and expectations with regard to the
viability of setting up a credit guarantee scheme in

Namibia. In conducting a forum such as this, the
Bank seeks to gauge market views on these issues.

The Bank hosted its Annual Symposium on 25
September 2014, under the theme “Financing
of infrastructure for sustainable development
in Namibia”. This 16th Symposium was organised



to address key issues pertaining to infrastructure
development which plays a critical role in the promotion
of economic growth. About 200 people attended the
event which comprised of representatives from both the
public and private sector including role players such as
academics, researchers, media and policy makers. From
the evaluation of the event, stakeholders expressed that
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they were highly satisfied with the event and found it
relevant to the development needs and interest of
Namibia. They further made useful suggestions for
future events. Outcomes, recommendations and other
details pertaining to the symposium are covered under
the theme chapter in this report.

Photo: Main Speakers and presenters at the Annual Symposium 2014: From left: Governor
Ipumbu Shiimi (Bank of Namibia); Dr Emelly Mutambatsere (African Development Bank),
Mr Leevi Hungamo (National Planning Commission); Ms Florette Nakusera (Bank of Namibia),
Dr Jeff Delmon (World Bank) and Dr Bernie Zaaruka (Bank of Namibia).

Furthermore, the Bank promotes an effective and
favourable working relationship with its internal
stakeholders, by ensuring access to and the
dissemination of corporate information via the
Bank’s intranet, four monthly internal newsletters,
electronic corporate email system and regular
staff meetings.

The following are some of the internal engagements that

took place during the year under review:

e Progress Reviews on a semester basis continued
to take place during which the Senior Management
Team of the Bank gives feedback to the rest of
the Bank’s employees regarding progress on the
respective departmental strategies. These enable
employees to participate and be constantly aware
of the Bank’s strategic direction and are allowed to
make contributions regarding matters of concern.

e The Governor also held half yearly general
staff meetings, where employees are given an
opportunity to openly air their concerns.

e The Employee Liaison Forum continued to provide
constructive input regarding policy matters and
strengthening communication channels within the
Bank. A new Forum Committee was elected during
the year under review to serve for the next two
years.

e The Bank continued with staff briefing
meetings where the Monetary Policy decision is
communicated to all staff members through a
presentation. This provided an opportunity for staff
members to engage in a discussion on matters
pertaining to monetary policy.

During 2014, the Bank continued to produce
statutory publications as well as publications
covering general information about the Bank with
the aim of broadening public understanding of
the Bank’s functions and operations. The following
publications were issued during the reporting period
and are available on the Bank’s website:

21




Bank of Namibia Annual Report 2014

22

The Quarterly Bulletin serves as a prime source
of information on economic and financial
developments in Namibia on a quarterly basis.
It contains a full set of data covering the real sector,
monetary and financial developments, public
finance, and the balance of payments. The Monetary
Policy Review, which was a separate publication in
the past, is now included in the Quarterly Bulletin.
The Review is aimed at providing an understanding
of the monetary policy and the factors that were
taken into consideration by the MPC in arriving at a
monetary policy decision.

The Financial Stability Report provides an
assessment of the financial conditions in
Namibia. This entails highlighting the potential risks
to financial stability emanating from developments

in the national and international environment as well
as appropriate action that should be taken where
there are concerns.

The Economic Outlook Report was released
in August and an Economic Outlook Update
in December 2014. These reports highlighted the
global, regional and domestic economic growth
prospects and outlook as well as domestic sectoral
forecasts.

The 2013 Annual Report was released in March
2014. This Report not only covered the operations
and affairs of the Bank during the 2013 financial
year, but provided information on the Bank’s annual
financial statements, as well as macroeconomic
information and an analysis of the state of the
economy for the period concerned.



The Bank’s activities are premised on eight
strategic objectives that guide the operations of
the Bank over a five year period. These strategic
objectives are directly connected to the Bank’s functional
priorities, its mission and its vision, as well as to
developments in the internal and external environment.
In pursuit of its five-year strategic objectives, the Bank
has determined appropriate strategies for each such
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objective. In this section, for the sake of presentation
and clarity, each of the eight strategic objectives are
first highlighted, followed by the agreed initiatives and
strategies to accomplish these, as well as the strategic
outcomes that could indicate the success or failure of
these strategies. This is followed by key actions and
activities undertaken during the course of the year.

STRATEGIC OBJECTIVE 1: SAFEGUARD AND ENHANCE

FINANCIAL STABILITY

Initiatives and strategies

e Deter illegal financial schemes;
e  Supervise and regulate banking institutions;
e |icencing;

e Introduce financial sector safety net.

Strategic outcomes

e Early warning indicators in place.

e A tested crises resolution framework is in place.

e Ensure efficient, safe and effective payment and settlement systems;

e Assist in effective mitigation of national money-laundering and terrorism-financing risks;
e Enhance the assessment of financial sector stability;

e Develop the ability to handle crises in the financial system; and

e Al known and detected schemes declared illegal within three months of their identification.

e Qualified entities are issued with provisional licences within three months.

e 95% compliance with regulations and standards.

e 100% of all suspicious transaction reports (STRs), suspicious activity reports (SARs), and request for
information (RFls) identified as “high risks” processed within 90 days.

e |dentify and act on the vulnerabilities in the financial system in advance.

e Small depositors are protected in case of a bank failure.

Financial Stability Assessment and Surveillance

The Bank publishes a regular Financial Stability
Report, aimed at assessing the stability and
resilience of the financial system. Such assessments
include identifying the main risks to the financial system
resulting from the external macroeconomic environment,
trends in household and corporate debt, and trends
in the financial soundness indicators of the domestic
banking as well as non-banking financial institutions.
Risks to the national payment and settlement system
are also reviewed.

The latest Financial Stability Report for March 2014
underscored the continued stability of commercial
banking institutions in Namibia, though some
structural balance sheet risks still
Overall the banking sector remains liquid, profitable
and adequately capitalised. The large portion of their
assets, however, continues to be highly concentrated
in long-term mortgage loans. The banking sector also
continues to remain compliant with regulatory liquidity
requirements, an indicator that commercial banking

remain.
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institutions are able to withstand a shock to the banking
system. The impact on the local banking sector from the
uncertain global financial conditions remained limited,
owing to the sector’s insulation to afflicted international
financial markets.

The report further highlighted that household debt
as a share of disposable income increased, thus

PAYMENT SYSTEMS OVERSIGHT

The Bank oversees the domestic payment systems
in line with the Payment System Management
Act (Act 18 of 2003), as amended. Payment
systems are a vital part of the financial infrastructure
of a country. In Namibia, payment system oversight is
one of the key functions of the Bank in line with the
Payment System Management Act (Act 18 of 2003),
as amended. In terms of this Act, the Bank has the
powers to oversee the National Payment System (NPS),
the operations of the Payment Association of Namibia
(PAN), system participants, system operators, payment
instrument issuers and service providers. The rationale
for overseeing the NPS is to: 1) promote the smooth
functioning of payment systems and 2) protect the
financial system from possible systemic effects which
may occur when one or more participants in the NPS
incur credit, liquidity or operational problems.

The Bank continued to carry out its mandate to
oversee the NPS through on-site and off-site
activities to ensure the safe, secure, efficient
and cost-effective operations of the NPS. These
activities confirmed the stability of the Namibia Interbank
Settlement System (NISS) in terms of its ability to
enable time-critical payments to be processed without
major disruptions. The availability of the Namibian
retail payments systems, namely the Electronic Funds
Transfer (EFT) System, the Cheque Processing System
(CPS), and the Card Switching System (NAMSWITCH),
also remained high in 2014.

The Bank amended the Payment and Settlements
System Risk-Based Oversight Policy Framework
during the first quarter of 2014. Since the
implementation of the risk-based oversight framework
in 2009 there have been significant changes and
developments necessitating its review. The framework
was updated to include clear guidelines and rules,
which are critical for effective oversight. The framework
additionally highlights the Bank as an important player
within the National Payment System (NPS) to prevent
possible market failures and promote efficiency in
payment and settlement systems.
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warranting strong monitoring, while corporate
debt levels as a share of GDP are higher than years
back. The rise in the household indebtedness ratio
is largely attributed to a faster increase in bank credit
to households relative to the growth in households’
disposable income. Corporate debt levels as a share
of GDP are higher than years back, though recently
declined marginally.

Ensuring the smooth functioning of payment
systems and preserving financial stability
while promoting the efficiency of payment
methods and systems, is among the Bank’s
primary responsibilities. Information of the costs
of the provision of payment services is critical to the
Bank in terms of ascertaining the efficiency of the
national payments systems. Accurate and up-to-date
information about the relative costs of the provision of
payment services would help the Bank in attaining its
objective of cost-effectiveness. To that effect, the Bank,
after industry consultations, has developed a payment
services costing framework for the collection of costs
of payment services. The framework will be used by
the industry to determine costs of selected payment
services from January 2015, and is expected to be
completed by the third quarter of 2015.

Significant progress has been made with the
migration of payment cards and terminals from
magnetic strip to the more secure global standard
for credit and debit payment cards based on
chip-based card technology. The new Europay,
MasterCard and Visa (EMV) standard covers the
processing of credit and debit card payments using a
card that contains a microprocessor chip at a payment
terminal. During 2014, the migration of Point of Sale
(POS) and Automated Teller Machine (ATM) devices to
EMV platform has been completed, while the issuing of
chip and PIN, EMV-compliant payment cards has been
re-scheduled for completion by 30 September 2015.

During 2014, the Bank issued the revised
Determination on Standards for Basic Bank
Account and Cash Deposit Fees. This allows cash
deposits free of charge for all individual accounts; and
businesses with an annual turnover of N$1,000,000 or
less, effective from 31 March 2015. Additionally, the
Determination provides minimum standards with which
a Basic Bank Account must comply.



The Bank continued to participate in the joint
oversight function of SIRESS, a regional system
catering for cross-border settlement and time
critical or high value payments between SADC
countries, in cooperation with various other
regional central banks. The relationship between the

SETTLEMENT SERVICES
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Bank of Namibia and the aforementioned cooperating
central banks is laid down in a bilateral Memorandum of
Understanding (MoU), which highlights the cooperative
oversight arrangement in place in order to provide
a mechanism for mutual assistance between the
participating central banks.

As a banker to commercial banks, the Bank

continues to provide real-time, inter-bank
settlement services to Namibian banking
institutions through the Namibia Interbank

Settlement System (NISS). Values originating from
the retail payment systems (electronic funds transfer,
cheque, and card) operated by Namclear, are also
settled through NISS. During 2014, NISS availability
was high, at 99.7 percent, and was broadly in line
with those reported for large values and retail payment
systems in other countries. High priority was given to
ensure uninterrupted availability of NISS operations.

In 2014, the total value settled through NISS
increased significantly when compared to the

Table A.3: NISS transaction values and volumes

previous financial year. The total value settled through
NISS was N$611.7 billion, of which approximately 61
percent emanated from real-time (typically high value)
transactions, and 39 percent from retail payment
transactions. The total number of transactions settled
during 2014 was 52,658, which is, on average, 175
transactions per settlement day. The total volume
settled in NISS increased by 7 percent from 2013.
The value of interbank and retail payment transactions
increased by 22 percent and 14 percent, respectively.
The total value settled in NISS increased by 18 percent,
due to the significant increase in the value of real-time
transactions. The total settlement value for the retail
payment system (EFT, Cheque, and Card) operated by
Namclear was N$241.2 billion (Table A.3).

Number of Total number

Year settlement Value settled (N$ billion) for settlement

days transactions

Total value Real-time Retail payment
settled transactions' transactions

2010 301 443.9 306.5 137.4 50 100
2011 302 454 1 295.1 158.9 50 315
2012 300 480.1 300.5 179.6 49 453
2013 301 516 304 212 49 049
2014 301 611.7 370.4 241.2 52 658

The Bank provided sufficient collateralized liquidity
to the participants in NISS through overnight and
intra day Repo facilities. The value of overnight
credit extended in 2014 increased by 17.8 percent to
N$468.8 million from 2013. Apart from the overnight
repo facilities, the Bank provides interest-free intraday
credit to the participants. As real-time payments are
made throughout the day, this facility is a valuable
avenue for participants to fund intra-day commitments
to one another.

Transcations captured for settlement directly in NISS

The usage of the 7-day repo facility picked up
during 2014. Despite the higher liquidity balances
observed in the Namibian banking industry during 2014,
a total amount of N$564.4 million was utilized on the
7-day Repo lending facility. The transactions occurred
during the months of July and December and were
mainly due to the concentration of cash balances with
a few banks in the industry as well as the seasonality of
revenue payments to the state account, leaving some
banks with lower liquidity balances. The 7-day repo
facility was not utilised during 2013.
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During 2014, cheque volumes and values
processed by Namclear continued to decrease.
The number of cheques processed during the period
under review was 1.8 million with a total value of N$28.1
bilion. The value of cheques processed decreased
by 8 percent in 2014 compared to 2013 (Table A.4).
This continuing downward trend in volume and value
is mostly due to the inefficient nature of cheques as a
payment instrument when compared to cards and EFT.

EFT transactions processed by Namclear
increased in 2014. Namclear processed 15 million
EFT transactions to the combined value of N$270.4
billion in 2014, which is a 7.3 percent and 16.4 percent
increase in volume and value, respectively, from 2013.

Table A.4: Namclear transaction values and volumes

The increased EFT usage reflects efficiency and security
of this method of payment as compared to instruments
such as cheques.

The card payment stream (NamSwitch) reflected
a significant increase in volumes and values.
Namclear processed 5.8 million card transactions to
the total value of N$11 billion in 2014. The volumes
and values switched through NamSwitch increased
by 13.5 percent and 20.9 percent respectively, when
compared to 2013 (Table A.4). The increase in volumes
and values can be partly attributed to domestic debit
card transactions being routed through NamSwitch that
were previously routed internationally.

Cheque transactions EFT transactions Card transactions Total value
Year cleared
Value (N$ Volume Value (N$ Volume Value (N$ Volume Value (N$
million) (‘000) million) (“‘000) million) (‘000) million)
2010 46 739 3088 84 296 8982 2163 5575 133 198
2011 30 832 2 687 112 800 9 661 3020 6 887 146 652
2012 30782 2 268 147 062 12 239 4 529 9 781 182 373
20183 30 544 2128 178 248 14 067 4813 9703 213 605
2014 28 129 1822 207 428 15085 5818 11 017 241 375
Annual percentage Change
2010 -39.02 -17.01 33.68 13.55 220.92 124.44 -5.12
2011 -34.03 -12.99 33.81 7.56 39.62 23.53 10.10
2012 -0.16 -156.59 30.37 26.68 49.97 42.02 24.36
2013 -0.77 -6.17 21.21 14.94 6.27 -0.80 17.18
2014 -7.91 -14.38 16.37 7.24 20.88 13.54 13.00

Overall, the total value of retail payments cleared
through Namclear increased significantly from
2013 to 2014. This is due to an increase in the usage
of card and EFT transactions. This in turn shows a

significant move towards electronic payments being
processed in the NPS underlining that they are safer
and more efficient than paper based instruments.

COMBATTING MONEY LAUNDERING, FINANCING OF
TERRORISM AND PROLIFERATION FUNDING

Namibia introduced the Financial Intelligence
Act, 2012 (Act No. 13 of 2012), and the
Prevention and Combatting of Terrorism and
Proliferation Activities Act 2014 (Act No. 4 of 2014)
(PACOTAPAA) to combat Money Laundering,
Terrorism, Proliferation and the financing thereof.
Money laundering, terrorism financing and proliferation
financing crimes have become a global challenge.
Such crimes affect Namibia and its financial system.
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The Bank of Namibia operations are also vulnerable
to these crimes albeit to a minimal extent compared
with the exposure experienced by commercial banks
that deal with the general public. Therefore there was
a need for the country to develop and adopt a sound
Anti-Money Laundering, Combatting the Financing of
Terrorism and Proliferation policy framework which will
be used to combat financial and related crimes. The
purpose of this policy is to enhance the country and




the Bank’s compliance with anti-money laundering,
Combatting Financing of Terrorism and Combatting
Proliteration Financing laws and regulations, to assist
law enforcement in combatting illegal money laundering,
Terrorist Financing and Proliferation Financing and
to minimize the risk of the Bank’s resources and the
country’s financial system being used for improper
purposes.

The Financial Intelligence Centre (FIC) acts as
technical advisor to the Anti-money Laundering
and Combatting the Financing of Terrorism
Proliferation Council. The Council is Namibia’s
main coordinating body on policy matters regarding
Anti-Money Laundering, Combatting the Financing
of Terrorism and Combatting Proliferation Financing.
In 2014 the Council recommended the repeal and
replacement of the Prevention of Terrorist Activities
Act, 2012 (Act No. 12 of 2012) and its complementing
regulations in order to fully comply with international
standards and concerns that were raised by the
Financial Action Task Force (FATF)? where Namibia
was under targeted review. The new PACOTAPAA and
complementing regulations were passed and came
into operation on 1 July 2014 and 16 September
2014 respectively. The PACOTAPAA also amended the
Financial Intelligence Act, 2012 (Act No. 13 of 2012) to
include matters of proliferation financing, resulting in
Namibia being removed in February 2015 from the FATF
public statement as a country with strategic deficiencies
in its national AML/CFT regime.

The FIC performs a range of Supervision,
Compliance Monitoring and Enforcement activities

Table A.5: Compliance Assessments

Compliance assessments 2013- On-site
Banking 6
Non Banking 10
Designated Non-Financial

Businesses and Professions 3
(DNFBPs)

Total 19

Source: FIC
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aimed at ensuring that all accountable and
reporting institutions comply with the provisions
of the Financial Intelligence Act, 2012 as amended
(FIA). During the year under review compliance
assessments (inspections) were conducted across
all regulated sectors as depicted in table A.5 below.
The FIC also conducted FIA training and awareness
sessions based on the identified needs, aimed at
assisting the regulated entities to understand their legal
obligations and to design and implement the required
preventive measures. A total of 9 training sessions on
the FIA were conducted during the year under review
compared to 28 in 2013. The FIC issued a total of
30 circulars during 2014 compared to 6 in 2013. The
main purpose of these circulars is to alert accountable
and reporting institutions on developments pertaining
money laundering, terrorist financing and proliferation
risks and to assist in the compliance with the FIA.

Lastly, the FIC performs Legal, Policy and
Enforcement activities to ensure that observed
non-compliance issues are addressed timely and
adequately. The regulations to the FIA 2012 were
finalized during 2014, Gazetted and became operational
on 28 January 2015. No enforcement action was
undertaken during the year under review compared to
the one enforcement action during 2013. A key objective
of enhancing the compliance behaviour of the regulated
institutions is to ensure that suspicious or unusual
activities relating to money laundering, terrorist financing
and/or proliferation financing is reported to the FIC in a
timely manner with adequate supporting documentation
to assist in the production of useful financial intelligence.

2013- Off-site 2014- On-site 2014- Off-site
6 8 9

14 6 6

1 6 7

21 20 22

The Financial Action Task Force is an international standard setting body as far as combatting money laundering, financing of terrorism

and financing of proliferation of weapons of mass destruction is concerned. All United Nations (UN) member states are obliged to comply

with UN Conventions and Security Council Resolutions pertaining the combatting of money laundering, financing of terrorism and the
financing of proliferation of weapons of mass destruction and as such the FATF is recognised by the United Nations as the implementing
arm as far as these obligations are concerned.
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FINANCIAL INVESTIGATIONS AND ANALYSES

The FIC is responsible for receiving suspicious
transaction and suspicious activity reports, as
well as requests for information submitted by
law enforcement agencies and foreign financial
intelligence units. The FIC analyses these reports and
requests and, where appropriate, disseminate relevant
information to domestic law enforcement agencies and
foreign financial intelligence units for further action.
The total number of suspicious transaction reports

decreased considerably between 2013 and 2014. This
decrease can be attributed to various factors such as
measures put in place to increase the quality of both
suspicious transaction and suspicious activity reports,
compliance training, compliance inspections, industry-
specific guidance and feedback provided to institutions
on the quality of such reports to the FIC. Table A.6 below
sets out the number of reports received per source.

Table A.6: Suspicious transaction and suspicious activity reports per annum, and per reporting source

January - December 2013 January - December 2014
Source of report Number of Share of total Number of Share of total

reports (%) reports (%)
Internally generated 6 1.4 4 1.3
Members of public 4 0.9 13 4.2
Financial service providers 300 70.9 268 87.0
Asset managers 2 0.5 3 1.0
Supervisory authorities 4 0.9 1 0.3
Legal practitioners 6 1.4 4 1.3
Government ministries 1 0.2 1 0.3
Accounting firms - - - -
Money remitters 78 18.4 7 2.3
Insurance companies 17 4.0 2 0.6
Motor vehicle dealers 2 0.5 3 1.0
Casino/gambling houses 1 0.2 1 0.3
Law Enforcement Agencies 2 0.5 1 0.3
Total 423 100% 308 100%

More requests for information were submitted to
the FIC during 2014 than in 2013. Table A.7 below sets
out the number requests for information received per
source. FIC facilitated training in financial investigation
in anti-money laundering, combatting the financing
of terrorism and proliferation in 2014. The training
targeted all the law enforcement agencies, whereby 613
officers were trained in effective investigation of money
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laundering, financing of terrorism, and proliferation
financing. Law enforcement agencies are expected to
make increasing use of the FIC to request and exchange
information that can supplement their investigations. In
June 2014, the FIC became a member of the Egmont
Group of Intelligence Units. The Egmont Group offers
access to yet another source of financial asset and
investigative information held in foreign jurisdictions.



Table A.7: Request for Information Received per source

January - December 2013 January - December 2014
Source of request Number of Share of total Number of Share of total

request (%) request (%)
Local Law Enforcement Agencies 31 88.6 35 92.1
Supervisory Bodies 1 2.9 - -
GRN Ministries 2 5.7 - -
Foreign Financial Intelligence Units 1 2 3 7.9
Total 35 100% 38 100%

During 2014, reports were disseminated to other
agencies for further investigation on suspected
money laundering, terrorist financing, proliferation
financing and other activities. A total of 170
Spontaneous Disclosures (SDs)® and 56 Responses to
Request for Information (RRFIs)* were disseminated to
local Law-Enforcement Agencies (LEAs) and Foreign
Financial intelligence Units for further investigation of
suspected activities of Money Laundering (ML), Terrorist
Financing, and Proliferation Financing (PF) in Namibia.
The aim of these reports was to facilitate the seizing,
freezing and confiscation of suspected proceeds of
crime within Namibia and in foreign jurisdictions. The
said SDs and responses to requests for Information
identified potential proceeds of crime amounting to
N$329.0 million. However the identified potential
proceeds of crime are still subject to investigations by
Law Enforement Agencies.

Possible offences identified during analyses
of the reports received were, among others,
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corruption, fraud, tax evasion, contravention of
exchange control regulations, rhino poaching,
theft, diamond smuggling, illegal scams and
illegal casino gambling. A number of FIC reports and
interventions contributed to the preservation and/or
forfeiture of proceeds of crime in terms of the Prevention
of Organised Crime Act, 2004 (Act No. 29 of 2004) as
amended.

Furthermore the FIC issued a total of nine (9)
intervention® orders during 2014 restricting a total
of N$8.7 million suspected proceeds of crime
allowing for further enquiries to determine the
legitimacy of the funds and where appropriate
enable law enforcement agencies to initiate court
applications. The FIC contributed to successful
preservation applications in at least four High Court
cases involving N$2.3 milion potential proceeds of
crime during 2014. See Table A.8 below for detail.

Table A.8: Investigation outcomes following FIC Analyses:

Description
Total funds preserved in High Court

Tax Assessment Raised

January - December 2014
Amount Involved

N$ 2.3 Million

N$ 69.3 Million

These are intelligence reports that the FIC shares with law enforcement agencies as a result of proactive analysis conducted.

These are FIC responses to requests emanating from law enforcement agencies and Foreign Financial Intelligence Units to supplement

their investigations.

Intervention by FIC, per section 42 of the Financial Intelligence Act 2012, Act 13 of 2014
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STRATEGIC OBJECTIVE 2: PROMOTE PRICE STABILITY

Initiatives and strategies

Strategic outcomes

monetary policy decision.

e  Ensure reliability of economic data to support economic policy; and
e Pursue monetary policy in accordance with Monetary Policy Framework.

e Monetary and financial data provided when it is available, as well as market information to support

e Maintain headline inflation below 10 percent without compromising economic growth.

The primary objective of monetary policy in
Namibia is to protect and sustain the currency peg
arrangement in order to support price stability,
sustainable economic growth and financial
stability in the country. This objective is articulated
in the Bank of Namibia Act, 1997. Price stability is
achieved when changes in the general price level do
not influence economic decision-making processes.
Namibia continued to achieve the monetary policy

objective, through the peg between the Namibia Dollar
and the Rand. As per the strategic outcome, inflation
has not only been in single digits but has been trending
downwards from a high of 6.1 percent in May and June
2014 to 4.6 percent in December 2014. The realised
low inflation rate did not affect the efficient allocation of
resources in the economy nor compromise economic
growth.

MONETARY POLICY STANCE DURING 2014

The Bank of Namibia kept interest rates relatively
low in 2014, to support the domestic economy
amid an environment of low inflation. The domestic
economy remained relatively resilient supported mainly
by construction activities, especially in the mining sectors.
Inflation levels were relatively low and as stated earlier
declined from a high of 6.1 percent in June 2014 to 4.6
percent in December 2014. At its June 2014 meeting,
the MPC increased the Repo rate by 0.25 percentage
points to 5.75 percent after it had remained unchanged
for 22 months since August 2012. The Repo rate was
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increased further by the same margin to 6.0 percent
in August 2014. The upward increases in both June
and August 2014 were triggered by concerns about
the widening trade deficit, which was partially financed
by instalment credit; thus putting increased pressure
on international reserves. The stock of international
reserves declined by 13.9 percent to N$13.5 billion in
2014, but remained sufficient to maintain the currency
peg and meet short-term international obligations of the
country.
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STRATEGIC OBJECTIVE 3: MANAGE RESERVES

PRUDENTLY

Initiatives and strategies

Strategic outcomes

e Returns in line with agreed benchmarks.

e Prudent management of foreign reserves in accordance with Investment Policy;
e Manage liquidity in banking system proactively to support reserves; and
e Administer exchange control in accordance with relevant law.

e 100 percent compliance with reserve adequacy threshold as stated in the Market Intervention Framework.
e Al known and detected illegal cash movements are dealt within a period of 3 months.

Among its key strategic objectives, the Bank is
responsible for the prudent management of the
country’s foreign exchange reserves. The foreign
exchange reserves are held to back the Namibian
currency in circulation, which is required to maintain the
peg to the South African Rand and to ensure that the
country meets its international financial obligations. In
satisfying the level of prudence required in managing
foreign reserves, the Bank must ensure that the

investment objectives of safety, capital preservation
and liquidity are met at all times. This is achieved by
determining an optimal combination of assets and
currencies that the Bank must hold over a given
investment horizon. This combination or mixture of
assets is an outcome of the annual Strategic Asset
Allocation (SAA) exercise of the Bank.

FOREIGN EXCHANGE RESERVE DEVELOPMENTS DURING 2014

The pressure on the foreign exchange reserves
continued andincreased fromthe previous financial
year causing the level of reserves to decline during
2014. As at 31 December 2014, the level of reserves
was recorded at NAD13.5 billion. This represents a 13.9
percent decline compared to the NAD15.7 billion level
recorded on the 31 December 2013. The decline in
foreign reserves was mainly driven by the rising import
bill mainly relating to the construction activities in the
mining sector. The import of luxury goods, government
payments as well as commercial bank transfers also
contributed to the decline in foreign exchange reserves
during 2014. Rand notes repatriated to South Africa,
compensation for the circulation of the South African
Rand in Namibia, SACU receipts and the depreciation
of the Namibia Dollar helped to ease the pressure on
foreign reserves during 2014.

Despite the decline in foreign reserves during
2014, the level of foreign reserves is considered
adequate. At the level of NAD13.5 billion, the foreign
reserves are above the level required to cover short-
term external debt obligations due within a year or
currency in circulation plus a buffer equal to three times
average of monthly commercial bank outflows. In terms
of import coverage, however, foreign reserves adequacy
has deteriorated materially below the international
benchmark of 12 weeks, driven by rising imports. The
import coverage ratio has declined from 9.2 weeks as
at 31 December 2013 to 7.6 weeks as at 31 December
2014, (Figure A.1). The deterioration in import coverage
ratio is considered transitory and expected to improve
once most of the infrastructural projects are completed.
This phenomenon is expected to payoff as current
investments taking place in the country are projected to
increase productive capacity, which will boost exports
in the long term.
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Figure A.1: Official foreign exchange reserve stock and import cover
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As has been the case in recent years, foreign
reserves were managed under difficult and
challenging market conditions during 2014.
The uncertainty surrounding the withdrawal of the
quantitative easing program in the U.S., the poor
economic performance of the Euro Area and rising
geopolitical risks led to volatility in capital markets during
2014. Despite this uncertainty, capital markets, including
industrialised countries government bonds, ended the
year on a positive note. Against this background, all
foreign reserve portfolios generated positive returns for
the 12 months under review.

In line with the asset/liability approach, the EUR,
USD and the ZAR currencies continue to make

===|mport cover by weeks (RHS)

up a significant portion of the Bank’s foreign
reserves. As at 31 December 2014, the USD and ZAR
accounted for 55.9 percent and 29.0 percent of foreign
reserves, respectively. As at the 31 December 2013,
the USD and ZAR accounted for 42.6 percent and 43.7
percent of reserves, respectively. The weight of the EUR
increased from 10.7 percent in 2013 to 11.5 percent in
2014. The increase in the weights of both the USD and
EUR reserves during 2014 mainly reflects weakness in
the NAD relative to these currencies. The Bank also held
a small percentage of reserves in currencies such as
British Pounds Sterling (GBP) and Japanese Yen (JPY)
(See Figure A.2 below).

Figure A. 2: Currency mix of foreign exchange reserves as at 31 December 2014
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ADMINISTRATION OF EXCHANGE CONTROL

During 2014, the Bank oversaw the approval of two wide. In addition, seven of these ADLAs operate money
new applicants as Authorised Dealers with Limited transfer services in partnership with international money
Authority (ADLA) to operate bureaux de change remittance operators.

in Namibia in terms of the Exchange Control

Regulations. The total ADLAs in Namibia are currently The following table lists all approved ADLAs
9 with a number of them having branches country- currently operating in Namibia.

Table A.9: Approved Authorised Dealers with Limited Authority currently operating in Namibia
Name of ADLA

Casa De Cambio Forex (Pty) Ltd

Interchange Money Exchange Namibia (Pty) Ltd
Magnet Bureau de Change (Pty) Ltd

Namibia Bureau de Change (Pty) Ltd
Novacambios Namibia (Pty) Ltd

Oshikango Bureau de Change (Pty) Ltd

Real Transfer Bureau de Change (Pty) Ltd
Rockhard Bureau de Change(Pty) Ltd

United Bureau de Change (Pty) Ltd

During the year under review, the Bank continued that the Exchange Controls remain harmonised within
to fulfil its obligations in terms of the Multilateral CMA and in line with the collective objective of gradual
Agreements through the CMA quarterly Exchange liberalisation of the remaining exchange controls.
Control Technical meetings. These meetings ensure
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STRATEGIC OBJECTIVE 4: PROVISION OF CURRENCY,
GOVERNMENT DEBT ISSUANCE AND BANKING

SERVICES

Initiatives and strategies

e [ssue and manage government securities;

Strategic outcomes

million notes.

e Provide effective and efficient provision of Banking services;

e Provide effective lending facilities to the banking institutions; and
e Provide sufficient quality and quantity of currency.

e Currency supplied to commercial banks as per demand at all times.

e 100% of GRN payments and deposits correctly effected and recorded within the agreed timeline.

e Meet 100% of banking institutions’ borrowing needs.

e Funds raised for Government in line with the approved borrowing plan.

e Counterfeit is detected, and counterfeit in circulation does not exceed the threshold of ten pieces per one

CURRENCY OPERATIONS

Currency management and issuance is one of the
strategic functions of the Bank. The Bank is the
only institution within the country tasked to arrange for
the printing of banknotes and the minting of coins. The
Bank is further required to ensure that sufficient quantity
and good quality currency are in circulation and hence
all unfit, soiled and mutilated currency are returned by
the commercial banks to the Bank for destruction.

In 2014, the Bank recorded an increase in net
issuance across all denominations. The highest
increase was observed on the N$200 banknote followed
by the N$50 and N$20 banknotes. Although the
N$200 banknote recorded the highest increase of 28.2
percent in 2014, it remains significantly lower than the
growth of 83 percent recorded in 2013. The aforesaid
slowdown in 2014 was attributed to the strategies
implemented by the Bank that mandated commercial
banks to re-calibrate their Automated Teller Machines
(ATMs) to dispense a fairly balanced distribution of all
denominations in the market.

The Bank withessed a growth in the total currency
in circulation in comparison to the previous
financial year. The total volume of banknotes in
circulation as recorded for the year increased to 50.2
million pieces from 42.5 million pieces the previous year.
The number of coins also increased from 422.9 million
pieces to 473.3 million pieces over the corresponding
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period (Figure A.3 and Table A.9), of which the highest
increase was noted on the 5¢ and 10c coins.

The growth rate in the currency in circulation
slowed during 2014. The annual growth in the value of
currency in circulation was 21.9 percent as compared to
22.7 percent in 2013. At the end of 2014, total currency
in circulation stood at N$4.1 billion in comparison to
N$3.4 billion end of 2013. Banknotes constituted the
main component of this amount, with a share of 95.2
percent, while coins represented 4.8 percent. This
represents an increase of 22.6 percent in pieces of
banknotes and 9.3 percent in pieces of coins put into
circulation. As in 2013, the N$100 note still remained the
most widely circulated banknote of which an increase of
16.8 percent was recorded during 2014.

The Bank continues to ensure that there is quality
cash in circulation. In 2014, the Bank issued a total
of N$2.2 billion new banknotes, which was lower than
the N$2.8 billion issued in 2013. In 2014, an increase
was noted in the total volume of banknotes withdrawn
from circulation. A total of 38.7 million banknote pieces
were withdrawn from circulation in 2014 as compared
to 32.2 million pieces in 2013, reflecting an increase of
16.8 percent. The improved cash management strategy
introduced by the Bank in April 2013 attributed to the
number of pieces withdrawn from circulation, given the
improved currency recycling standards.



Figure A.3: Growth in currency in circulation
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Table A.9: Composition of currency in circulation at 31 December 2014

2013
Denomination Value Volume
(N$ million) (million)
5c coin 8.2 164.2
10c coin 13.4 134.2
50c coin 12.2 24.3
N$1 coin 89.3 89.3
N$5 coin 48.6 9.7
N$10 coin 12.1 1.2
TOTAL - COINS 183.8 422.9
N$10 notes 108.3 10.3
N$20 notes 133.9 6.7
N$50 notes 2731 5.5
N$100 notes 1292.8 12.9
N$200 notes 1415.2 7.1
TOTAL-NOTES 3218.3 42.5
GRAND TOTAL 3 402.1 465.4
In accordance with the Bilateral Monetary

Agreement with South Africa, the Bank is required
to repatriate South African Rand banknotes that
are deposited at the Bank to the South African
Reserve Bank. The Rand currency that enters the
country does not circulate widely in Namibia, as it is
quickly absorbed by banking institutions and then
deposited at the Bank, upon which it is repatriated to
the South African Reserve Bank. The commercial banks
repatriate South African coins on behalf of the Bank to

2014
Change in value
Value Volume g(%)
(N$ million) (million)

9.3 185.2 13.0
15.2 151.7 13.2
13.4 26.7 9.5
97.8
52.7 10.5 8.4
12.7 1.3 4.9

201.0 473.3 9.3
108.0 10.8 4.5
164.0 8.2 22.5
349.6 7.0 28.0
1510.2 151 16.8
1813.7 9.1 28.2
3945.6 50.2 22.6
4 146.6 523.4 21.9

the South African Reserve Bank. A significant reduction
was noted in the total amount of South African Rand
banknotes repatriated to the South African Reserve
Bank during 2014. An amount of R975 million was
repatriated in 2014, in comparison to R1.8 billion in
2013. The ratio of South African Rand to the Namibia
Dollar banknotes circulating in Namibia has recorded a
significant decrease from about 75 percent in 2010 to
22 percent in 2014. The decrease in rand banknotes
was largely recorded in the Northern part of Namibia.
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One of the historic milestones for the Bank during
2014 was the signing of the Currency Conversion
Agreement on 22 September 2014 between the
Bank and the Banco Nacional de Angola. The said
Agreement will allow the conversion of the two national
currencies of the Republic of Angola and the Republic
of Namibia in the two countries respectively. The

main objective of the Agreement is to stimulate trade
between Namibia and Angola and the two central banks
anticipate the full implementation of the said Agreement
during 2015.

Rand repatriation and the Namibia Dollar in
circulation are presented in Table A.11.

Table A.10: Rand repatriation versus Namibia Dollar in circulation

Value of Rand repatriation NS$ in Circulation
Calendar Year Rand (million) Cha(:i::n‘g’"ue N$ (million) (g:'r?:';ﬁ;
2010 1425.0 18.8 1909.3 12.0
2011 1125.0 (21.1) 2398.2 25.6
2012 1650.0 46.7 27733 15.6
2013 1.800.0 9.1 34021 22.7
2014 975.0 (45.8) 4 146.6 21.9

For the period ending 31 December 2014, the
Bank recorded a reduction in the total number of
counterfeits detected. The total number of counterfeit
Namibia Dollar banknotes detected reduced from 383
pieces from the previous year to 343 pieces in 2014
(Table A.11). During the period under review, the ratio of
counterfeits per million of banknotes in circulation of the
N$10 banknote remained at zero whilst for the N$20 the
ratio had increased to one in a million pieces. However,
for the N$50 and N$100 banknotes, the counterfeit
ratio per million have reduced during the same reporting
period. The high-value banknotes are the most targeted
with the N$200 banknotes counterfeits being the most
prevalent and hence accounting for 48.4 percent of all
counterfeits received by the Bank. In its pursuit to combat
counterfeiting of the banknotes, the Bank consistently
embarked upon various intervention measures to curb
and lessen counterfeits in collaboration with various
law enforcement agencies and stakeholders. A total
of 1 895 persons from the different law enforcement
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agencies and commercial banks were trained in 2014.
Losses to stakeholders who encountered incidences of
counterfeit were minimal. The ratio of counterfeits per
million of all Namibia Dollar banknotes denominations is
7 pieces, well below the international benchmark of 70
banknotes per million. It is also worth noting that the 7
pieces fall below the Bank’s own threshold of 10 pieces
per 1 million banknotes, thus achieving the strategic
outcome.

An increase in the counterfeits detected on the
new series issued in 2012 was observed during the
period under review. The Bank witnessed an increase
in the new series of 249 pieces compared to 84 pieces
of the old series. Given the analysis carried out on the
counterfeits, it has transpired that the quality of the
counterfeits was still poor and hence was detected by
the respective institutions and individuals at the first
point of entry (Table A.11 and A.12).
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Table A.11: Counterfeit Namibia Dollar banknotes

Number of counterfeit banknotes Counterfeits per Counterfeits per
L detected single denomination single denomination
Denomination i . - .
per million notes in per million notes in
2010 | 2011 | 2012 | 2013 | 2014 2013 2014
N$10 2 0 4 3 1 0 0
N$20 5 3 2 3 8 0 1
N$50 49 80 57 40 28 7 4
N$100 33 119 258 125 140 10 9
N$200 7 9 62 212 166 30 18
TOTAL 96 211 383 383 343
Total
Counterfeits
per million 4 6 10 9 7
notes for all
denominations
Table A.12: Counterfeit Namibia Dollar banknotes (per banknote series)

Notes N$10 | N$20 | N$50 | N$100 | N$200 Total Pieces Total Value (N$)
New Series 1 8 21 80 149 249 39 020
Old Series 0 0 7 60 17 84 9750
TOTAL 1 8 28 140 166 343 48 770

BANKING SERVICES

As part of its mandate, the Bank continues to
provide banking services to the Government and
commercial banks. All domestic transfers exceeding
N$5 million are affected through the Namibia Interbank
Settlement System (NISS), to ensure timely and
irrevocable payments. During the period of 2014, the
volume of government transactions in respect of local
transfers processed by the Bank from Government
increased by 17.2 percent from 750 to 879 (Table
A.13). The volume of NISS payments effected to the

Government by the commercials banks increased from
1864 to 2 082 which equates to a 11.7 percent growth.

During the review period, the Bank continued
to ensure that all foreign obligations of the
Government were honoured timeously. The quantity
of foreign transfers from Government increased from
1 959 in 2013 to 2 453 in 2014, which reflects a 20
percent growth (Table A.13).

Table A.13: Foreign and Local Transfers by Government

Calendar year Foreign Transfers (Volume) Local Transfers (Volume)

2010 1118 1717
2011 1311 1175
2012 1531 768
2013 1959 750
2014 2 453 879

37




Bank of Namibia Annual Report 2014

Since the implementation of the EFT system in
2010, a significant reduction was noted in the
number of Government cheques processed.
In 2014, however, there was a slight increase of 1
percent in the total number of Government cheques
processed. The total number of Government cheques

Table A.14: Government Cheques Processed

processed increased from 229 157 in 2013 to 231
705 in 2014. Enhanced usage of the EFT system to
process payments is expected in the future, which will
in turn cause a reduction in the number of Government
cheques processed by the Bank (Table A.15).

Calendar year Volume Change (% decrease)/% increase
2010 691 080.0 (0.5)
2011 433 751.0 (37.2)
2012 271 519.0 (37.4)
2013 229157.0 (15.6)
2014 231 705.0 1.1

ISSUANCE OF GOVERNMENT DEBT

The Namibian Government introduced two new
domestic bonds from the Borrowing Plan for the
2014/15 fiscal year to extend the Government
securities yield curve. The funding strategy is aligned
to the Sovereign Debt Management Strategy where
close to 80 percent of the deficit financing requirements
will be raised from the domestic markets. As part of the
2014/15 budget deficit funding strategy, the Namibian
Government listed two long-term bonds, namely the
GC37 and GC40. The GC37, with a coupon of 9.50
percent, was first issued on 15 July 2014 and is set to
mature on 15 July 2037. The 9.80 percent GC40 was
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also introduced on 15 July 2014 and its maturity date is
on 15 October 2040. The GC37 is benchmarked against
the South African R2037 due on 31 January 2037, while
the GC40 is benchmarked to the R214 maturing on 28
February 2041.

The introduction of the two bonds extended the
Government securities yield curve from 21 years
to 26 years. By increasing long term issuances, the
Government aims to support the market by providing
increased flexibility in duration positioning, as well as
offering a more complete yield curve.
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STRATEGIC OBJECTIVE 5: PROMOTE A POSITIVE

REPUTATION

Initiatives and strategies

e Enhance corporate image

Strategic outcomes

time, according to systematic media analyses.

e More than 80 percent satisfaction response rate of 60 percent express satisfaction with the Bank.
e The tone with which reference is made to the Bank in the media is positive more than 50 percent of the

CORPORATE IMAGE

The Bank continues to function and operate as an
independent institution with a positive image and
good stakeholder relationships. During the period
under review, the Bank realised its strategic outcome
by recording positive media coverage and high

PUBLIC EDUCATION

stakeholder satisfaction based on systematic evaluation
and feedback mechanism in place, informed by various
engagement strategies and activities to build trust and
confidence with all stakeholders.

The Bank supports public education to foster
greater awareness and understanding of its role in
the economy. In line with the Bank’s Public Education
Programme, the Bank educated various stakeholders
about its function and the role and matters pertaining to
its operational activities. One of such annual event is the
economic reporting workshop for the media which was
undertaken on 23 - 24 June 2014. Media practitioners

contribute greatly to the dissemination of information
and help to educate the public on various issues. This
workshop was therefore aimed at sharing information
and equipping journalists with a good understanding of
economic and financial concepts necessary to improve
their understanding of economics, the economy and the
reporting thereof.

CORPORATE SOCIAL INVESTMENT AND RESPONSIBILITY

During 2014, the Bank continued to invest in the
upliftment of Namibian communities focusing in
the area of education and information technology.
In support of the Government’s efforts of promoting
computer literacy in Namibian schools, the Bank of
Namibia continued to honour its five-year commitment
to support Hans Daniel Namuhuya Senior Secondary
School (Oshikoto Region) and P K De Villiers Secondary
School (Karas Region) with a computer laboratory
project. The Bank continued to provide a human
development programme at Hans Daniel Namuhuya
Senior Secondary School and provided maintenance of
equipment at both schools.

The Bank further supported other community
activities in the form of donations and

sponsorships. A total amount of N$220 000 was spent
in 2014 in donations and sponsorship. The institutions
that were selected to benefit from these donations/
sponsorships demonstrated potential in contributing to
the attainment of Namibia’s developmental, economic
and social empowerment goals. They included the
Namibia Business Innovation Centre (NBIC), University
of Namibia’s Student Economic and Accounting
Societies, and the Polytechnic of Namibia’s Student
Economic and Accounting Societies. Limited support
was also given to community charities. In addition to the
corporate donations and sponsorships, staff members
of the Bank made generous donations to various needy
community initiatives such as the Haphata Care Centre,
a community based initiative taking care of mentally
challenged people.
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Photo: BoN supporting innovation: From left to right: NBIC Director, Ms Dorothea Westhofen
- Kunz; Ms Angelica Bergmann, NBIC Innovation Manager and Mr Ndangi Katoma, Director of
Strategic Communications and Financial Sector Development, Bank of Namibia.
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STRATEGIC OBJECTIVE 6: PROMOTE FINANCIAL

SECTOR DEVELOPMENT

Initiatives and strategies

e Promote financial sector development

Strategic outcomes

action plan.

e Namibia Financial Sector Strategy (NFSS) implementation coordinated in line with agreed implementation

FINANCIAL SECTOR DEVELOPMENT

Since the launch of the Namibia Financial Sector
Strategy (NFSS) in 2012, the Bank of Namibia and
other relevant stakeholders have implemented a
number of projects geared towards the promotion
of the Strategy. In 2014, the Bank, as the Secretariat
of the NFSS, continued to play a critical role in the
implementation of the overall Strategy, thus working
toward realising its strategic outcome. This was
done through the direct implementation of projects
identified in the Strategy that falls within the mandate
of the Bank, participating in the projects implemented
by other stakeholders and coordinating the overall
implementation of the Strategy. These roles are outlined
below.

As part of its secretariat duties, the Bank
organised and hosted Financial Inclusion Council
Advisory Body (FICAB) meetings. The main purpose
of the FICAB is to discuss issues pertaining to financial
inclusion and identify pertinent issues to be included
in the Secretariat report for the consideration of the
Financial Inclusion Council. The main items which
formed part of the agenda include the risk-financing
facility/venture capital study; study on the viability of
establishing a credit guarantee scheme, monitoring and
evaluation system for the NFSS; investigation on how
best to coordinate existing government funds aimed
at assisting small entrepreneurs and the poor credit
bureau regulations; and the revision of the 1997 SME
policy. Below is an outline of the details and status of
these projects and activities.

The NFSS recognises that SMEs face a number
of challenges in regard to accessing finance. In
order to address this challenge, the NFSS provides that
studies be undertaken to investigate ways in which this
constraint can be addressed. In 2013, the Financial

Inclusion Council approved the recommendation to
regulate credit bureaus in Namibia based on a study
undertaken by the Bank of Namibia which highlighted the
significant role that credit bureaus play in availing credit
related information that can ensure access to finance
for individuals and SMEs. Following this approval, Credit
Bureau Regulations were drafted in terms of the Bank of
Namibia Act, 1997 (Act No. 15 of 1997) and Gazetted
in July 2014 to regulate the operations of credit bureaus
in Namibia.

The Bank of Namibia further undertook a study
to assess the viability of establishing a credit
guarantee scheme in Namibia. The study concluded
that there is a need to establish a credit guarantee
scheme (CGS) as it would assist SMEs, who lack or
have inadequate collateral to access finance. However,
in recognition of the moral hazard normally associated
with CGSs, the study made a number of operational
and governance design rules to administer the scheme.
The draft report was shared with various stakeholders
from the Government and financial institutions, who
showed interest in the establishment of such a facility. A
Working Group/Committee has since been established
and is reviewing and making final proposals to address
the issues raised by stakeholders. It is envisaged that
the report will be finalised early 2015.

The Bank formed part of a Steering Committee
established to oversee a study, commissioned
by the Development Bank of Namibia and carried
out by an expert. It assessed the need and viability
of establishing a risk-financing facility/venture capital in
order to increase financing options for start-up projects
in Namibia. The study was undertaken in two phases,
with the first phase assessing the feasibility of such
a risk facility and determined the need to proceed to
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phase two and design an appropriate facility. The
second phase proposed that three facilities (a Challenge
Fund, a Venture Capital Fund with Catalytic First Loss
Capital (CFLC) and a Credit Guarantee Scheme) be
established to cater for debt and equity financing as well
as improving skills among SMEs. Work on the details
of these facilities (which now together forms the ‘SME
Financing Strategy’) has been on-going, undertaken at
a working-group level for each facility, with membership
from relevant institutions in the country; and overseen
by a Steering Committee comprising of members from
the BoN, DBN, GlZ, Ministry of Finance and Ministry of
Trade and Industry. A final proposal is expected to be
made within the first half of 2015.

Also during this review period, the Bank
commissioned a study, as directed by the Financial
Inclusion Council, to investigate how best to
coordinate existing government funds aimed
at assisting small entrepreneurs and the poor.
The main objective of the study is to do a review of
various existing Government funds/programs/schemes
administered by different Government ministries, offices
and agencies to determine how they could be better
coordinated to ensure the achievement of the intended
objectives. The study which is being carried out by an
expert is envisaged to be completed in February 2015.
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The Bank further participated in a project aimed
at reviewing the 1997 SME policy as part of a
Technical Committee Chaired by the Ministry of
Trade and Industry. To date, a revised draft policy
has been drafted and discussed at a workshop.
The document is still being reviewed by a Technical
Committee.

One of the outcomes of the NFSS is that appropriate
safety nets shall be put in place to protect
depositors. During the period under review, a team
from the Bank undertook a desk study and study tour
to Malaysia to investigate and determine the feasibility
and format of an appropriate deposit insurance and
resolution scheme for Namibia. The study was finalised
and will be shared with all stakeholders in 2015.

Subsequent to the approval of the Monitoring and
Evaluation (M&E) System by the Financial Inclusion
Council Advisory Body in November 2013 to track
the progress of the implementation of the NFSS,
the Bank, working with implementing agencies,
has populated the framework with indicators and
targets for 2015. Accordingly, most of the indicators
were identified and targets set for 2015. Those still
outstanding have been due to unavailability of data
and relevant institutions have undertaken to collect the
necessary data going forward.
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STRATEGIC OBJECTIVE 7: OPTIMISE ORGANISATIONAL
EFFICIENCY AND COST-EFFECTIVENESS

Initiatives and strategies

e Manage risk effectively;

e Ensure that the Bank can function in case of disasters (business continuity);

e Enhance a high performance-driven culture which is living the values of the Bank

e Enhance strategic talent management;

* Manage the Bank’s financial affairs in a prudent manner;

e Ensure functionality, security and availability of facilities, other assets and infrastructure that support the
Bank’s operations in an environment-friendly manner;

e Provide relevant, secure, dependable and efficient IT technology to improve business operations; and

e Employ efficient procurement practices.

Strategic outcomes

e All gaps identified and mitigating strategies for medium and high risks implemented within the agreed time
frame.

e Atested Crisis Management Plan in place.

e 100 percent Goal Achievement by the Organization, Staff members living the values of the Bank and 90
percent of the critical talent of the Bank retained.

e Unqualified Annual Financial Statements in compliance with BoN Act and International Financial Reporting
Standards.

e 97 percent availability and functionality of facilities, other assets and infrastructure that supports its

operations in an environment-friendly manner.

3.5 Maturity.

e The Bank’s security system is 100 percent functional.
e |nitiatives have been taken to reduce the Bank’s carbon footprint.
e 99,99 percent availability of IT systems and level of security that should be achieved is defined at Level

e Procurement practises that result in cost savings and reduction in procurement cycle time are in place.

RISK MANAGEMENT AND ASSURANCE

As an integral part of good governance the
Internal Audit function has continued to provide
independent and objective assurance on the
adequacy and effectiveness of the control, risk
management and governance processes of the
Bank. Sufficient audit coverage was achieved through
the implementation of the risk-based audit plan. In this
regard, certain key matters affecting the Bank have
been raised during the year and appropriate corrective
actions were recommended. Management has agreed
to implement the recommended action.

The tracking and accountability for corrective
actions on issues raised during audits has been
prioritized with quarterly reporting of the Bank-
wide cure rate to the Audit Committee. Overall, the
audit function has provided an opinion and reasonable
assurance that the system of internal controls and risk

management are adequate and operated effectively
to reduce the degree of risk taken by the Bank to an
acceptable level. Five planned audits were, however,
moved to 2015 due to resource constraints.

Implementation of projects under the Bank’s
Business Continuity Management (BCM)
Programme is ongoing. During the year, the BCM
policy, business impact and threat analyses and
recovery strategies have been revised. Following the
revision of all critical Business Continuity Plans and
continuity strategies, a bank-wide crisis simulation is
planned for early 2015. Critical systems have already
been successfully tested. In order to cater for the
simultaneous operation of all critical systems from
the Disaster Recovery (DR) site, the acquisition and
installation of increased IT storage and disk capacity
has been completed during 2014.
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The Bank’s management continues to monitor
its top strategic and operational risks and it’s
identified response strategies. The reporting of risk

incidents and near-misses has improved significantly
and lessons learnt from these incidents are being
incorporated through improved management controls.

STAFFING AND HUMAN RESOURCES DEVELOPMENTS

STAFFING

The Bank achieved significant milestones in 2014
by ensuring that it had adequate human capacity
and staff complement in the right positions willing
and able to contribute to the mandate of the Bank.

The staff complement as at 31 December 2014

than the approved establishment of 326 positions,
which was due to vacancies resulting from retirements,
promotions, and resignations during the year (Table
A.15). In addition, the Bank took a strategic decision
not to automatically fill vacant positions but only where
there was a real critical need and hence a number of the

was 291 employees. This is 35 staff members less positions remained vacant.

Table A.15: Number of staff as at 31 December 2014

Staff Category 2010 2011 2012 2013 2014

General Staff 274 274 278 271 257

Management (excl. Executive Management 29 30 34 33 32

Executive Management 3 3 3 3 2

Total Employed 306 307 315 307 291
EMPLOYMENT EQUITY

The Bank continued to comply with and fulfil
the requirements of the Affirmative Action
(Employment) Act, (Act. No 29 of 1998). In this
regard, the Bank had ensured that all its policies
and practices are aligned to the affirmative action
requirements and guidelines. The Bank had consistently
followed through the employment equity plan, which it
had set for itself over the three year period, which runs
from 2013 — 2015. The Bank met and in some instances
exceeded its employment equity targets and was
awarded a certificate for this by the Affirmative Action
and Employment Equity Commission.

Table A.16: Employment Equity data (2010-2014)

Workforce 2010

Male 162
Female 148
Racially disadvantaged 296
Racially advantaged 9
Persons with disabilities 2
Non-Namibians 3
TOTAL 310*

*These figures include temporary staff, which is not reflected in Table A 16.
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The current total workforce profile at the end
of December 2014 stood at 291 permanent
employees, summarized as follows (Table A.16):

e Ninety-eight percent of the Bank’s employees are
representative of the designated groups. The
total female representation was 52.0 percent,
whilst female representation at management level
improved to 43.75 percent from 42.0 percent in
2013.

e A total number of twelve new employees were
recruited of which 50.0 percent were female
employees. Two of these new female employees
were appointed at management level.

2011 2012 2013 2014
156 161 163 140
151 154 154 151
293 301 297 282
4
3 4 4 5
1 1 0
307 315 307 291




CAPACITY DEVELOPMENT
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The Bank continued to invest in capacity building
of its employees to enable them to accomplish
the Bank’s mandate as articulated in its strategic
plan. In 2014, a total number of 114 employees were
trained in various disciplines. In addition, a number of
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employees were provided with technical and soft skills
training interventions. The need for soft skills training
was identified from the staffs’ performance appraisal
as well as by the developmental needs identified and
proposed by their supervisors/managers.

.
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Deputy Governor, Mr Ebson Uanguta and Director of Human Resources, Ms Lea Namoloh with
the 10 bursary recipients

The Bank continued to invest in education by
granting bursaries or loans to Namibian learners
and deserving staff members who consistently met
their performance goals to pursue undergraduate
degrees in areas relevant to the operations of the
Bank. For the period under review, 9 staff bursaries
were renewed and 65 study loans were granted to
staff members of the Bank. The Bank also awarded 10
bursaries to Namibian school leavers in the fields of [T,

Accounting, Economics, Finance and Banking, to study
at recognized institutions within the SADC region. In
respect of the latter bursaries, 75 percent are female
beneficiaries. In addition, the Bank sponsors PhD
candidates to pursue studies at recognized universities
of their choice. One such candidate was awarded his
Doctorate in Economics during the year under review.
The total number of bursaries sponsored by the Bank at
the time of this report is 29 (Table A.17).

Table A.17: Number of Namibian students being sponsored by the Bank under its bursary scheme

Field of study

Accounting / Finance

Economics

Computer Science/IT

Education: Mathematics and Science

Total

Number of students

29
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The Graduate Accelerated Programme (GAP),
which was introduced in 2011, continued to
progress well in 2014. The purpose of the programme
is to provide graduates in the areas of Economics,
Finance and Banking the opportunity to gain relevant
work experience in various aspects of central banking
over a period of 18 months. The programme is designed
to stimulate interest and innovation in finance and
banking and related areas, and to facilitate paradigm
shifts with all participants toward excellence. For
the first intake, the candidates have all successfully
completed the programme with three of them ending
up permanently employed by the Bank. The year 2014
saw another intake of 4 candidates of which one has

WORKPLACE CULTURE

secured permanent employment and the other three
continue to rotate amongst the various departments.

In 2014, the Bank also provided various in-house
training courses in supervision, advanced policy
development, writing skills and the role of central
banks. The technical training covered all mission critical
areas relevant to the operations of the Bank. The in-
house training aims to develop staff’'s competencies in
general management and creating awareness on the
role of the Central Bank. Technical courses are meant to
improve the staff’s technical competencies and thereby
bridge performance gaps.

The Bank continued to motivate its staff through
vision-building interventions with a view to develop
and strengthen the Bank’s vision of being a centre
of excellence. Through this intervention, the Bank
fosters a culture of diversity by focusing on interpersonal
and inter-group communication, as well as relationship-
building activities to inculcate the Bank’s culture in the
workplace. The vision-building sessions are aimed at
inculcating the values of the Bank and ensuring that all
staff members are well conversant with the Bank’s vision
and mission. This initiative was further strengthened by
various teambuilding intervention sessions for the various
departments of the Bank, and coaching and development
support for the leadership cadre.

DO MORE WITH LESS

An appropriately designed Wellness Programme is
an important component in any organisation and
the Bank is no exception. During 2014, the Bank’s
wellness program has notably impacted the employees’
mental and emotional well-being through awareness and
knowledge sessions such as work and life balance as
well as individual consultations. The Bank also improved
the Employees’ Value Proposition with the introduction of
flexi-time which allows staff extended lunch hours or later
starting times to address their personal needs. The Bank
also continues to recognize high performers by awarding
special awards and bonuses.

The Bank continues to embark on a “Do More
with Less” project, which intends to maximise
operational efficiency and cost effectiveness
based on best practices to achieve the mandate of
the Bank. The initiative involves the review of the Bank’s
various business processes, review of the enabling/
supporting operations (financial, technological, human
capital) and how they are interlinked with one another.
The business processes of the various departments
are reviewed, mapped, re-engineered and developed
with the view to enhance efficiency and ensure value-
addition on all levels of operation. The project also
involves an analysis of skills, competencies and utility of
human resources for improved workforce planning and
talent management. The project commenced in 2013
and it is envisaged to continue until 2016.

The primary objective of the IT function at the
Bank is to ensure operational efficiency and cost
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effectiveness and as such, several initiatives
were realized during the course of the year under
review. Among the initiatives realized for 2014 includes
the introduction of highly cost-effective electronic
Board and Meeting packs to speed up document
dissemination and reduce the carbon footprint through
less paper usage. A Project Management solution was
also introduced at no additional cost as part of new
functionality of an existing system in use at the Bank
to automate planning and execution of projects. The
most significant initiative for the year came as result
of the revision of three or the Bank’s largest service
level agreements. The associated renegotiations with
industry partners have significantly reduced the cost of
providing infrastructure services, without compromising
quality. The Bank has therefore done much better in the
area of IT Operational Efficiency and Cost Effectiveness
in relation to other financial years and continues to meet
this strategic outcome.



FINANCIAL MANAGEMENT
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An examination of the Bank’s liabilities gives a
good indication of the sources of funds with which

it sustains its operations. These funds are reflected
in Table A.18.

Table A. 18: Composition of monthly average liabilities of the Bank of Namibia

Financial year 2010
N$ million

Capital and reserves 1211
Currency in circulation 1688
Government deposits 5106
Bank deposits 1433
Other 3476
Total 12914
Percentage composition

Capital and reserves 9.4
Currency in circulation 138.1
Government deposits 39.5
Bank deposits 11.1
Other 26.9
Total 100.0

The sources of Bank funds decreased from N$17.1
billion in 2013 to N$16.6 billion in 2014. One of
the main contributing factors to this decrease can be
attributed to the decrease in Government Deposits.
Government Deposits decreased from N$6.9 billion
in 2013 to N$3.6 billion in 2014. As a percentage of
liabilities, average Government Deposits decreased
from 40.8 percent to 21.4 percent, a significant 19
percent decrease that can be attributed mainly to an
increase in Government spending during 2014.

2011 2012 2013 2014
1389 1798 3165 4018
2010 2332 2 864 3 385
4 669 7 328 6975 3 556
1698 1790 1950 2513
2 346 1804 2134 3155

12 112 15 052 17 088 16 627
11.5 11.9 18.5 241
16.6 15.5 16.8 20.4
38.5 48.7 40.8 21.4
14.0 11.9 1.4 151
19.4 12.0 12.5 19.0

100.0 100.0 100.0 100.0

Table A.19 presents a few major categories of the
Bank’s assets. As a central bank, it is typical that the
bulk of the Bank’s assets consist of foreign investments.
Since 2010, the share of foreign investments as a
percentage of total assets has remained relatively
constant. The value of foreign investments decreased
from N$16.3 billion in 2013 to N$15.5 billion in 2014 due
to higher Government expenditure with the resultant
decline in Bank’s foreign reserves.

Table A. 19: Composition of Bank assets per monthly average

Financial year 2010
N$ million

Foreign investments 12 313
Loans and advances 72
Fixed assets 173
Other assets 356
Total 12914
Percentage composition

Foreign investments 95.3
Loans and advances 0.6
Fixed assets 1.3
Other assets 2.8
Total 100.0

2011 2012 2013 2014
11 526 14 334 16 253 15 487
61 42 48 82
207 247 311 306
318 429 476 380
12 112 15 052 17 088 16 255
956.2 95.2 95.1 95.3
0.5 0.3 0.3 0.5
1.7 1.6 1.8 1.9
2.6 2.9 2.8 2.3
100.0 100.0 100.0 100.0
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As outlined in Table A.20, the Bank’s total income
in 2014 showed a marked improvement when
compared to the 2013 financial year. Interest
earnings showed only a marginal improvement, however

Table A. 20: Sources of Bank income

market valuation gains on our investment portfolios
would be considered one of the primary reasons for the
good performance.

Income component 2012
N$ million Percent

Interest received 255.8 79.4
less: Interest paid (104.9) (32.6)
Net interest earned 150.9 46.9
Net realised gain/(loss) (89.9) (12.2)
Rand seigniorage 190.2 59.1
Other income 20.2 6.3
Total income 322.0 100.0
Annual % change n/a (11.8)

2013 2014

N$ million Percent N$ million Percent
345.5 96.3 366.2 60.8
(91.4) (25.5) (124.6) (20.7)
2541 70.9 241.6 40.1
(148.5) (41.4) 102.2 17.0
214.6 59.8 217.6 36.1
38.4 10.7 41.2 6.8
358.6 100.0 602.6 100.0
n/a 11.4 n/a 68.0

Since the Bank maintains strict control over
all expenditure and works within the budget
constraints approved by the Board, it is possible to
contain the annual rise in operating expenses (see
Table A.21). As expected, staff costs remain the Bank’s
largest expenditure item followed by other operating
expenses. Staff costs increased from N$163.9 million
in 2013 to N$168.5 million in 2014. Annual increment

awarded to all staff is the main reason for this increase.
There is a slight decrease in Other Operating costs
from N$79 million in 2013 to N$73 million in 2014,
due to once off costs incurred in 2013 but not in 2014.
However, it is to be noted that Other Operating costs
have maintained a relatively steady ratio in relation to
total operating expenses for all the concerned years as
depicted in table A.21.

Table A. 21: Composition of the Bank’s operating costs

2012
Cost component
N$ million Percent

Staff costs 142.9 53.3
Currency expenses 421 15.7
Depreciation charges 18.9 7.0

th ti
Other operating 644 240
expenses
Total ti

ot operating 268.3 100.0
expenses
Annual % change n/a 13.7
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2013 2014
N$ million Percent N$ million Percent
163.9 54.4 168.5 54.2
42.7 14.2 44.4 14.3
15.7 5.2 18.4 5.9
79 26.2 79.5 25.6
301.3 100.0 310.8 100.0
n/a 12.3 n/a 3.2




FACILITIES MANAGEMENT
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Facilities management which is an interdisciplinary
field devoted to the coordination of all business-
support services, is of strategic importance to the
Bank. The Bank’s facility-maintenance function can be
defined as the integration and alignment of the non-core
services required to operate and maintain the Bank to
fully support its core objectives. The facility maintenance
function includes infrastructure development, general
repairs and maintenance, fire safety, utility services and
business continuity.

In 2014 the Bank continued to enhance and
maintain its physical infrastructure by focusing on
three projects. The first of these was the continuation
of Phase 4 of the project to address the building’s
heaving basement floor. The project involved renovating
and doing remedial work in the note sorting area, in
order to make the environment conducive and safer for
staff members. As a green initiative, LED (energy saving)
lights were also installed as a cost saving mechanism.

Newly renovated Note Sorting Area & Project Team. Mr David Kambinda (BoN), Mr Peter
Roland (Buhrmann & Partners), Mr Kuruvilla Mathew (BoN), Ms Saara Shivute (BoN), Mr
Daniel Stephanus (BoN), Mr Ockie Oosthuizen (OJ Construction), Mr Johan Raubenheimer (OJ
Construction) and Mr Carel Fouche (Buhr & Fouche)

During the year under review, the Bank also had
another capital project namely the Air-conditiong.
This project commenced in February 2014 and involved
upgrading the air-conditioning system at the Head
Office. This 12-months project was necessitated

because of the problems that were experienced due to
malfunctioning of our existing air-conditioning system,
which ultimately affected the productivity levels of staff
members. The upgrade of air conditioning system
project is scheduled to be completed by February 2015.
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Air Handling Unit Plant and Air-Supply Fan

Site Meeting with Mr William Hudson (BoN), Ms Saara Shivute (BoN), Mr Willem Steenkamp
(Seasonaire) and Mr Abner Nanguti (Seasonaire) hard at work

The third project involved the provision of 12 additional bays. The project commenced on 18
additional parking area for staff. An area at the Bank’s November 2014 and was completed on 04 December
Training Centre was prepared in order to accommodate 2014.

Construction of Shade-net Poles
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Newly Constructed Shade-net Parking Bays

Parking Bay - Project Team

INFORMATION TECHNOLOGY

In its continued drive towards operational
excellence, the Bank of Namibia improved IT
Governance compliance through the Control
Objectives for Information and Related Technology
(COBIT), the leading framework for the governance
of enterprise IT. The Bank achieved this improvement
by enhancing various processes and strengthening the
governance of IT through formal structures. During 2014,
the key focus was on structural Governance, Project
Management and basic Quality Management that will
continue in 2015. In the area of structural governance,
the Bank established the IT Strategy and Steering
Committee in the first quarter of 2014. The committee
was established with five permanent members
consisting of members from the Bank’s management,
the Director of IT as advisor and chaired by the Deputy
Governor to help drive the technological agenda for the
Bank. The committee, along with Board members and
the Bank’s management team received training on IT
Governance to better understand their respective roles,
the discipline of technology governance and how to
best execute their functions on behalf of the Bank.

During the course of the year, the committee met
three times and adopted and approved various
submissions. Amongst others, the committee
approved its terms of reference (ToR), its membership
as appointed by the Governor and its place in the
governance and reporting structures of the Bank.
Various solutions were also approved through these
structures that include an upgrade to the National
Payment System (NISS), a feasibility study to acquire
a Plant Maintenance solution, transforming the Bank’s

end user computing platform to include Virtual Desktops
and an approval to conduct a feasibility study and
possible replacement of the Electronic Funds Transfer
(EFT) system at the Bank.

The Bank’s IT infrastructure availability across
all critical business systems improved. As an
area that contributes directly to the strategic outcome
of “Maximising Operational Efficiency and Cost
Effectiveness”, IT availability was strong and effective
during the year under review. The IT infrastructure
recorded a combined availability of 94 percent across alll
critical business systems and underlying infrastructure
recorded in the official Early Warning System. This is
a slight decrease from 2013 and is attributed primarily
to a particular database that was incorrectly configured
for reporting purposes, but remained available to serve
stakeholders. The IT Data Centre also received a
much-needed revamp. Since the Bank adopted virtual
technology in 2007, there remained an excess amount
of servers and networking cables. This additional
equipment and all excess networking cables were
removed which allowed much better flow of cool air-
conditioned air to keep the facility cool without the
blockages in the raised floor. The facility received
energy efficient lights and new Uninterruptible Power
Supply (UPS) equipment to ensure optimal efficiency in
energy use. Unnecessary server and networking racks
were also removed, now fully enabling this very modern,
world-class facility to meet the expected standards of
the Bank. All critical and operational business systems
rely on a stable and highly available IT infrastructure to
enable the Bank to achieve its other objectives. With
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downtime being kept to a minimum, the Bank remains
largely on target to meet this strategic outcome and
continues to identify and rectify areas that require
improvement.

Due to the highly pervasive nature of Information
Technology, IT Risk Management remained a
top priority and the activities of 2014 were no
exception. Auditing firms PricewaterhouseCoopers
and Deloitte and Touche subjected the IT function to
two external audits, while the Internal Audit function
conducted four of the planned six internal audits.
These risk and audit assessments focused on areas
that include IT Availability, IT Asset Management,
Database Management, IT Security and the SAP
Enterprise Resource Planning solution. In addition to
the formal assessments, the Bank also concentrated
on addressing [T-associated weaknesses identified in
2013. These weaknesses were aimed at addressing
Data Replication to the new Disaster Recovery facility
as well as rectifying corporate backups that were not
completely operational. Furthermore, the capacity of
server computing power and the adequacy of enterprise
storage were also addressed during the course of
the year under review. Finally, information security
was a top priority on the Bank’s risk log and various
measures were put in place to increase the Bank’s IT
Security posture, which remains an on-going process
for improvement. Based on the Bank’s IT Governance
framework, the Bank’s overall COBIT maturity rating
increased from 2.05 to 2.25, while a target of 3.5 has
been set for 2016. This increase was attributed to
initiatives such as improved security awareness to staff,

52

improved security management of information such as
e-mail and file encryption and data loss prevention and
the management of mobile devices.

Dependable IT Business Systems were introduced
in the various functions of the Bank to improve
business processes and reduce risks. During the
reporting year, two business systems, namely, the
Straight Through Processing (STP), and the Research
Database System were completed.

The Bank’s Strategic Plan is complemented by an
IT Master Plan to manage the high-level strategic
direction of the IT function to assist in achieving its
Strategic Objectives. The progress of the IT Master
plan is very good, having completed the third of five
years of the plan ending in 2016. While not all identified
initiatives can be executed due to the changing nature
of technology specific needs, the Bank has done very
well over the past three years to leverage technology
optimally. The Master Plan consists of approximately 69
Activities, across 7 Strategic Themes of which 29 have
been successfully completed over the past 3 years.
This represents a 42 percent execution rate across
the identified disciplines, with a few activities shelved
due to budgetary reasons or a change in requirements
towards the Bank’s revised strategic objectives. Various
initiatives are currently in Feasibility Study status for
consideration by the newly established IT Strategy &
Steering Committee and the Bank of Namibia Board. In
conclusion, the Bank’s IT function and activities remain
on target in terms of the Bank’s objective to provide
relevant, secure, dependable and available IT solutions.
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STRATEGIC OBJECTIVE 8: ENHANCE CONTRIBUTION
TOWARDS SUSTAINABLE ECONOMIC GROWTH

Initiatives and strategies

e Deliver and assist with implementation of relevant and quality policy advice;
e Deliver innovative and quality research output; and

e Promote regional integration

Strategic outcome

e The Bank of Namibia operates as a leading research centre whose advice is accepted and implemented.
e The Bank’s SADC Regional Integration Agenda is implemented.

As part of its statutory mandate, the Bank is
required to provide policy advice to Government.
In this regard, the Bank conducts economic and
financial research as well as other research of strategic

POLICY RESEARCH AND ADVICE

In accordance with the Bank of Namibia Act,
the Bank renders advice to the Government. In
particular, the Bank furnishes reports to the Minister of
Finance on economic, financial or any other matter that
the Minister may refer to the Bank for investigation or
advice. Furthermore, the Bank may provide reports to
the Minister of Finance on matters that could prevent
the Bank from achieving its objectives or hinder the
performance of its functions.

In 2014, the Bank continued to fulfil its role as an
advisor to the Government by providing policy
advice on fiscal and other economic issues. In
this regard, the Bank carried out a number of research
projects and activities, as summarised below:

A study titled “Financing Infrastructure for
Sustainable Development in Namibia” was carried
out. The paper, which was also presented at the Bank’s
16th Annual Symposium held on the 25 September
2014 under the Theme ‘Infrastructure Financing for a
Sustainable Development in Namibia’, was informed
by the current need of infrastructure investment in
the country and the realisation of the significance of
infrastructure investment in promoting economic growth
as outlined in the Fourth National Development Plan
(NDP4). The paper concluded that Namibia needs a
large amount of both public and private investment to
curb the infrastructure deficit in the country. The total
infrastructure funding requirement for Namibia was

importance. The main aim of the research undertaken
by the Bank is largely to inform specific policy direction
and actions.

estimated at N$224 billion. However, it is projected that
SOEs can only manage to raise N$74 billion through a
combination of user fee charges, Government subsidies
and borrowing. This leaves a net funding gap of about
N$150 billion. There is, therefore, a need to establish
additional sources of funding to complement the
traditional approaches.

The Establishment of the Revenue Agency for
Namibia: The Bank’s staff formed part of the Task
Team, which investigated the appropriate model
for the Revenue Agency for Namibia. The team
under the leadership of the Minister of Finance has
been drafting and fine-tuning the Policy Framework
outlining the appropriate model for the Revenue Agency
for Namibia for Cabinet’s approval. Going forward, the
Bank will continue to provide the necessary support and
advice, with regard to the transitional and administrative
arrangements required in setting up the Revenue Agency,
including the drafting of legislation, where necessary.

In addition, the Bank has undertaken several other
studies for its stakeholders and participated in
various projects with Government ministries,
offices and agencies. Among the work produced
include (i) a study on Containing the Wage bill: strategies
and policy options; and (i) Fiscal Position note:
Preserving fiscal space and enhancing efficiency. These
studies were discussed with the relevant line ministries.

53



Bank of Namibia Annual Report 2014

INTERNATIONAL FINANCIAL COOPERATION

The Bank of Namibia regularly engages and
collaborates with international and regional
stakeholders as part of its day to day activities.
Among the international stakeholders, the Bank
collaborates with the International Monetary Fund (IMF),
the World Bank Group and other central banks on
various economic and financial issues. Within the African
continent, the Bank is a member of the Association
of African Central Banks (AACB) and participated in
numerous activities of this Association. At the regional

front, the Bank continues to participate in the activities of
the Southern African Development Community (SADC)
through the Committee of Central Bank Governors in
SADC. These activities are geared toward economic
and financial integration in SADC. Similarly, the Bank
participates in activities of the Common Monetary
Area (CMA), and the Southern African Customs Union
(SACU), respectively. These co-operation arrangements
are elaborated below:

The World Bank Group (WBG) and the International Monetary Fund

(IMF)

A delegation led by the Vice President and Chief
Operating Officer of the Multilateral Investment
Guarantee Agency (MIGA), a member of the World
Bank Group, visited the Bank in May 2014. The
purpose of the visit was to sensitise Namibia about the
MIGA guarantees and the Host Country Agreements on
the Legal Protection for Guaranteed Foreign Investment
(LPA) and on the use of Local Currency Agreement
(LCA) which Namibia needs to sign in order to be able to
benefit from MIGA projects. MIGA provides political risk
insurance against currency inconvertibility and transfer
restrictions, expropriation, war, terrorism and civil
disturbances, breach of contract, and non-honouring of
financial obligations.

The World Bank also assisted the Bank in several
activities related to payment and settlement
systems. Experts from the World Bank visited the
Bank during 2014 and assisted with the establishment
of an appropriate Central Securities Depository (CSD)
for Namibia. The experts also reviewed the Payments
Legal Framework and the Oversight Framework. The
World Bank carried out a remittances review and further
collaboration activities are expected in 2015.

Furthermore, the Bank participated in the Annual
Meetings of the IMF and the World Bank in
Washington DC, USA, in October 2014. The Annual
Meetings of the IMF and WBG, each year brings together
central bankers, ministers of finance and development,
private sector executives and academics to discuss
issues of global concern. The topics and issues that
were very relevant to Namibia, included amongst others:

6 The G20 - or Group of 20 - is an international forum for the

governments and central bank governors from 20 major economies.
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challenges of job-rich and inclusive growth; building
shared prosperity in an unequal world; making extractive
industries” wealth work for the poor; and transforming
world trade through value chain development. The
meetings also offered an opportunity for the Bank of
Namibia to meet with other central banks, in particular
the Bank of Portugal and the Sveriges Riksbank, where
issues of mutual interest such as financial stability were
discussed.

The Bank benefited from capacity building
cooperation with the Bank of Namibia in 2014. In
this regard, an IMF mission visited Namibia during April
and May of 2014 and provided technical assistance in
the area of monetary statistics. The IMF Mission worked
closely with the Research, Finance and Administration,
and the Financial Markets Departments. The Mission
made recommendations for improving the methodology
for compiling monetary statistics in compliance with the
IMF’s Monetary and Financial Statistics Manual 2000.

The Bank of Namibia participated in the G20¢
Central Bank Communications Round-table,
hosted by the South African Reserve Bank (SARB)
in Pretoria, South Africa, in March 2014. The
meeting brought together 24 delegates representing
heads of communication from various central banks.
A number of Round Table meetings have taken place
to date among G20 countries. Previously, SARB has
been the only African central bank attending this Round
Table. Since SARB was hosting in 2014, it, however,
extended an invitation to central banks of Namibia,
Botswana, Mozambique and Lesotho. At the meeting,




central bank communication practitioners shared
experiences and lessons on key topics ranging from
the specific communication approaches in central
banks, experience on the introduction/launch of the
new currency, central bank interaction with the media,
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transition at the top and strategies for managing
changes at senior level, amongst others. For monetary
policy and financial stability in particular, communication
is considered a policy tool.

BILATERAL COOPERATION WITH OTHER CENTRAL BANKS

As mentioned earlier herein, the Bank of Namibia
and Banco Nacional De Angola signed a Currency
Conversion Agreement in 2014. The agreement
provides for Namibians and Angolans to exchange local
currencies at banks and authorised dealers at Oshikango

in Namibia and Santa Clara in Angola. The agreement
is aimed at minimising exchange rate conversion costs
and to promote trade between the two countries. The
agreement, which was signed during September 2014,
will become effective during the first half of 2015.

Governor of the Bank of Namibia, Mr lpumbu Shiimi and the former Governor of Banco Nacional
de Angola, Dr Jose de Lima Massano signing the Currency Conversion Agreement between the
Bank of Namibia and Banco Nacional de Angola on 22 September 2014 in Santa Clara, Angola.

The Bank also collaborated with Denmarks
Nationalbank and the Deutche Gesellschaft
Internationale Zusammenarbeit (GlZ) in the area
of cost of payments services in Namibia. Experts
from the Kingdom of Denmark’s central bank visited and
spent two months at the Bank and assisted with the
development of a costing framework, which will enable
the Bank to better understand the costs of payment
services in Namibia. GIZ funded and assisted in the
selection of a consultant that will help to develop a
framework that will be used to compare fees and charges
across banks. This will enable greater transparency.

Regionally, the Bank also collaborated with
the Bank of Zambia in the area of Payment and

Association of African Central Banks

Settlement Systems. In this regard, the Bank hosted
a delegation from the Bank of Zambia during 2014.
The visit was intended to offer peer learning and an
understanding of Namibia’s Payments Environment and
the role of the Bank of Namibia.

The Bank cooperated with the Sveriges Riksbank
on the monetary policy and macro-economic
modelling. The Bank’s staff took part in the technical
assistance visit to Sveriges Riksbank in Sweden as part
of the staff exchange arrangement between the two
institutions. This particular visit focused on the monetary
policy processes and refining the Bank’s inflation
forecasting model.

The Governor of the Bank of Namibia was appointed
as the new Chair of the AACB Southern African Sub
Region effective January 2015. This position was

previously held by the Governor of the Bank of Lesotho.
In this new role, the Governor and the Bank of Namibia
will take responsibility to coordinate progress on the
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African Monetary Cooperation Programme (AMCP) of
the Southern Africa AACB Sub Regional Bureau. The
AMCP is a programme of the AACB that is aimed at the
harmonisation of the monetary, financial and payments
policies and to enhance monetary cooperation among

African countries. The Bank of Namibia will also
represent the Southern Africa AACB Sub Region at the
AACB Bureau meetings that precede the AACB General
Annual meetings.

COMMITTEE OF CENTRAL BANK GOVERNORS IN SADC

The Bank of Namibia continues to participate
in activities of the Committee of Central Bank
Governors (CCBG) in SADC. In this connection, the
Bank staff participated in two CCBG meetings as well as
in a CCBG Strategic meeting held in March, August and
December 2014, in Namibia, Zambia and South Africa,
respectively. During these meetings, the Governors
discussed economic and financial developments and
the region’s progress towards economic integration. The
CCBG Strategic meeting, which was held in December
2014, provided an opportunity for the Central Bank
Governors to strategise how the CCBG can make an
impact on regional integration during the next five years
taking into account the milestones and targets set in
the SADC’s Regional Indicative Strategic Development
Plan (RISDP) 2015 — 2020. The remaining five years of

Common Monetary Area (CMA)

As in the past years, the Bank continued to partake
in the meetings of the CMA during 2014. In this
respect, the Bank participated in the CMA Governors’
meetings held in May, August and November 2014,

Southern African Customs Union (SACU)

The Bank continued to participate in the Southern
African Customs Union (SACU) activities during
2014. The Bank provided technical support and advice
to the Ministry of Finance on issues related to the

RISDP has been realigned to focus on consolidating the
SADC Free Trade Agreement (FTA), with emphasis on
industrialisation and market integration.

The Bank hosted the CCBG’s Subcommittee for ICT
annual meeting in February at the Swakopmund
Hotel and Entertainment Centre. The event was
hosted for only the second time by Namibia in the last
12 years and was a resounding success. Among the
initiatives that progressed well from this regional body
were improvements in IT Governance, collaboration
in developing regional communication infrastructure
between the central banks, Business Continuity
Planning for regional systems and adoption of platforms
that can be shared across all 15 central banks.

in South Africa, Zambia and Swaziland, respectively.
At these meetings, the Governors discussed and
exchanged views on economic developments in their
respective countries.

revenue-sharing arrangement. This was undertaken by
way of the Bank’s participation in the task team on the
review of the revenue-sharing arrangement, as well as
during the meetings of the SACU Commission.

Macroeconomic and Financial Management Institute of Eastern and Southern

Africa (MEFMI)

MEFMI provided technical assistance to the Bank
in the area of the Balance of Payment Statistics
during 2014. The assistance was meant to enable the
Bank to migrate from the Balance of Payment Manual
5th edition (BPM5) to Balance of Payment Manual 6th
edition (BPM6). MEFMI assisted the Bank with BPM6
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concepts and their application in data compilation, data
sources and customisation of the Capital Monitoring
System (CMS) and skills needed to participate in the
IMF’s Coordinated Direct Investment Survey (CDIS) and
Coordinated Portfolio Investment Survey (CPIS).
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THEME CHAPTER

FINANCING INFRASTRUCTURE FOR SUSTAINABLE

DEVELOPMENT IN NAMIBIA

INTRODUCTION

On 25 September 2014, the Bank of Namibia
held its 16th annual symposium under
the theme: “Infrastructure Financing for
Sustainable Development in Namibia”. The
selection of the theme was informed by the existing
need of infrastructure investment in the country
and the acknowledgement of the significance of
infrastructure investment in promoting economic
growth.

Investment in infrastructure has numerous

benefits. Investment in infrastructure helps
create employment, enhance trade flows, spur
economic productivity and overall, enhance

economic competitiveness. Thus, an expansion of
infrastructure will enable the country to reap from the

benefits associated with infrastructure investment
and provides capacity to increase production and
econ