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ERONGO RED 
ANNUAL REPORT 2018
Electricity has become an integral part of our everyday 
lives to the point that we cannot imagine life without 
it. Its ubiquity is such that we rarely think about its 
availability; we simply enjoy its benefits.

Electricity is used to cook our food, heat and cool 
our homes, clean our clothes, heat our water and 
keep our lights burning. It puts the world at our 
fingertips and connects us with our loved ones. It 
powers computers, TVs, smart phones and a host of 
other technologies that are transforming the way we 
interact within our world.

Electricity powers not only businesses and industries 
that sustain our economy, but also schools, hospitals 
and other vital institutions that develop and care for 
the members of our local neighbourhood.  

That is why Erongo RED is committed to distributing 
and supplying affordable and reliable electricity to all 
in the Erongo Region.

Vision
Our vision is to provide electricity to all by 2020. 

Mission
Our mission is to distribute and supply affordable, 
reliable and accessible electricity in the Erongo 
Region. 

Values
Our values are integrity, commitment, empowerment, 
accountability, customer focus and teamwork.
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2017/2018 
HIGHLIGHTS

CONTINUED GROWTH
For the second consecutive year, Erongo RED’s revenue exceeded the N$1 billion 
mark. Company revenue increased by 18 percent from N$1,187,418,456 in the 
previous reporting year to N$1,406,087,474 in the current financial year. 

SUBSIDISING TARIFFS
Erongo RED subsidised tariffs of pensioners and low-income customers to the 
amount of N$25,553,772, benefiting 19,576 customers, of whom 5,667 are 
registered as pensioners.

RURAL ELECTRIFICATION
During the reporting period, 48 houses/homes in rural areas were 
connected to the grid. 

FEMALES IN WORKFORCE
Erongo RED continues to promote the empowerment of women in the workplace. 
Currently, 34 percent of our management team is female, while 36 percent of our total 
workforce is female.

KILOWATT-HOUR SALES
Erongo RED’s kilowatt-hour (kW) unit sales increased from 457,458,406 units sold in 
the previous financial year to 481,261,285 units, representing a 5 percent increase. 

N$1.4 BILLION

5,667 PENSIONERS

48 HOMES

36%

5% INCREASE

TRAINING AND ORGANISATIONAL DEVELOPMENT
Erongo RED invested N$5 million in training and organisational 
development initiatives during the reporting period.

N$5 MILLION

25

28,518

N$729,867

682 HOMES

STAKEHOLDER MEETINGS
Erongo RED values all of its stakeholders and held over 25 stakeholder 
engagement meetings in 2017/2018. 

PRE-PAID METERS
Erongo RED subsidised the installation of pre-paid meters with connections 
of up to 40 amperes for pensioners and up to 30 amperes for low-income  
customers. To date 28,518 pre-paid meters have been installed.

CORPORATE SOCIAL RESPONSIBILITY
During the period under review, Erongo RED spent over N$729,867 on 
corporate social responsibility initiatives.

PERI-URBAN ELECTRIFICATION
During the period under review, Erongo RED connected 682 homes in 
the informal settlements in Omaruru, Swakopmund and Walvis Bay to the 
electricity network.
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60%

What We Do

Erongo RED supplies electricity to the Erongo Region, 
enabling residents in both urban and rural areas to enjoy 
improved quality of life. Additionally, businesses are able to 
expand and create employment and bulk consumers to gain 
greater access to the electricity infrastructure necessary 
to thrive. Together, these factors create an environment 
conducive to attracting investment to the region. 

Our Main Activities

Our main activities can be summarised as follows:
• Distribute and supply electricity to customers 

(residents, government institutions and businesses) 
in the Erongo Region.

• Maintain the electrical grid in the Erongo Region.
• Expand the electrical grid through investment to 

accommodate future electrical demand.
• Explore cost effective and efficient new sources of 

energy such as renewable energy solutions.

Overview of our Customer Base 

Erongo RED serves about 39,191 active customers, 
of which 89 percent are residential. As at June 2018, 
49.7 percent of electricity consumption by residential 
customers is measured with conventional meters and 
50.3 percent is distributed via pre-paid meters.

Approximately 65 percent of Erongo RED’s revenue 
is generated from business activities and high-volume 
customers. Four (4) percent of revenue comes from 
institutional customers, while the remaining 31 percent 
comes from residential customers.

These figures stand in stark contrast to the number of 
customers in each category: 89 percent of our residential 
customers generate 31 percent of the revenue and 10 
percent of our customers (businesses and bulk) generate 
66 percent of the revenue.

Together, Walvis Bay and Swakopmund account for the 
majority of Erongo RED’s revenue – 85 percent – as the 
majority of our customers are located in these towns. 
Sixty (60) percent of Erongo RED’s revenue is derived 
from consumers in Walvis Bay, where 41 percent of our 
customers are located and 56.8 percent of all energy is 
consumed. 

Another 25 percent of revenue is generated in 
Swakopmund from 35 percent of the total number of 
customers. The remaining 15 percent of revenue is 
derived from the remaining 24 percent of customers in 
other towns, villages and localities.

Revenue 2017/2018

Revenue by Customer Catergory

Revenue per Town

ABOUT ERONGO RED

About Us

Erongo Regional Electricity Distributor Company (Pty) 
Ltd, known by its abridged name as Erongo RED, was 
established in 2005 with a mandate to distribute and 
supply electricity to consumers throughout the Erongo 
region, as well as connect as many new users to the 
network as possible, in accordance with government’s 
2030 development goals.
 
The company was formed by merging a number of 
electricity suppliers and distributors in the region, 
namely the Arandis Town Council, Henties Bay 
Municipality, Karibib Municipality, Municipality of Walvis 
Bay, Omaruru Municipality, Swakopmund Municipality, 
Usakos Municipality, Uis Village Council as well as 

the Erongo Regional Council and Namibia Power 
Corporation (Pty) Ltd (NamPower) as the regional 
and national distributor of electricity. The aforesaid 
institutions are shareholders of Erongo RED. 

Since becoming operational in 2005, Erongo RED 
has concentrated on the development of the company 
towards self-sufficiency and to streamline operating 
functions and processes. Erongo RED now sells 
electricity at a price which reflects the actual cost of 
distribution and has widely established itself in the 
region. The company is focused on the refinement of 
the business extending access to electricity, improving 
customer service and further developing sustainable 
operations.

Business Single Phase (3%)

Business Three Phase (12%)

Domestic (15%)

Institutional (4%)

Large Power Users (50%)

Pensioners (3%)

Pre-paid (13%)

3%

13% 12%

3% 15%

50%

8%

25%

1%
2%

1%
2%

1%

4%

Walvis Bay (60%)

EX-NamPower (8%)

Swakopmund (25%)

Arandis (1%)

Henties Bay (2%)

Omaruru (2%)

Karibib (1%)

Usakos (1%)

Uis (0%)

ERC (0%)

ABOUT 
ERONGO RED
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OVERVIEW OF OUR INDUSTRY 

OVERVIEW OF 
ELECTRICITY 

SUPPLY INDUSTRY 

Electricity is an important catalyst for the economic 
growth and development of Namibia. Erongo RED 
currently purchases about 98 percent of the electricity 
it distributes from NamPower, based on the single-
buyer model. 

Like most countries in the SADC Region, Namibia 
under-produces domestic electricity.

Namibia has a total installed electricity generation 
capacity of 561 megawatts (MW), while its peak 
demand for the 2017/2018 financial year was 654 MW.

Namibia’s national power utility, NamPower, imports 
as much as 60 percent of its energy requirement from 
Zimbabwe, Zambia and South Africa on a day-ahead-
market (DAM) basis.  

As the exclusive buyer of electricity, NamPower effectively 
generates electricity from its own plants, namely 
Ruacana, Van Eck and Paratus. NamPower then re-
sells the electricity to transmission customers like mines, 
Regional Electricity Distributors (REDs), and a number of 
municipalities and water pumping schemes.

Key Industry Players

The governance structure pertaining to electricity 
generation, supply and distribution in Namibia is as 
follows:

Ministry of Mines and Energy – the Policy 
Maker

The Ministry of Mines and Energy is the government 
ministry that originates and determines all policies 
applicable to the supply and distribution of electricity 
in Namibia.

Electricity Control Board – the Regulatory 
Authority

At national level, the Electricity Control Board (ECB) 
is the regulatory authority that oversees electricity 
supply throughout Namibia. The ECB was created in 
2000 through the promulgation of the Electricity Act, 
2000 (Act No. 2 of 2000), which was later replaced by 
the Electricity Act, 2007 (Act No. 4 of 2007). Its core 
mandate is to exercise control over the electricity supply 
industry, carrying primary responsibility for regulating 
generation, transmission, distribution, supply, import 
and export. The ECB does this by setting tariffs and 
issuing licences. 

The ECB’s role in the Namibian electricity supply 
industry is to increase economic competitiveness 
and efficiency, improve access to electricity, increase 
security of supply, promote investment and growth, 

ensure sustainability, alleviate resource constraints 
and ensure appropriate governance.

Namibia Power Corporation  (Pty) Ltd (NamPower)

The heart of NamPower’s business is the generation, 
transmission and trading of electricity. It does this on a 
regional level within the Southern African Power Pool 
(SAPP) the largest multilateral energy platform on the 
continent and on a national level in Namibia. It supplies 
bulk electricity to Regional Electricity Distributors 
(REDs), mines, farms and local authorities in Namibia 
where REDs are not operational.    

The Regional Electricity Distributors (REDs)

Regional Electricity Distributors (REDs) were created to 
distribute electricity in regional areas, thus consolidating 
the Namibian electricity distribution industry. This 
Government initiative was motivated by the policy 
drivers embodied in the 1998 White Paper on energy 
policy, which concluded that five regional distributors 
would function more effectively to control economies 
of scale, create uniformity of standards and tariffs, and 
effectively improve capacity and customer interaction. 
The scheme ultimately led to greater efficiency of 
delivery than would have been possible under a central 
body operating countrywide.

Our Shareholders

Erongo RED’s shareholders are the municipalities of 
Walvis Bay, Swakopmund, Henties Bay, Omaruru, and 
Karibib, the Town Councils of Usakos and Arandis, 
the village council of Uis as well as Erongo Regional 
Council and NamPower.

SHAREHOLDERS % Share
Municipality of Walvis Bay 49.87%
Swakopmund Municipality 28.49%
Namibia Power Corporation (Pty) Ltd 10.14%
Henties Bay Municipality 4.63%
Omaruru Municipality 1.84%
Arandis Town Council 1.66%
Karibib Municipality 1.44%
Usakos Town Council 1.26%
Uis Village Council 0.35%
Erongo Regional Council 0.32%

8
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OUR VALUED CUSTOMERS

OUR VALUED 
CUSTOMERS

Our customers are the reason we exist. All our efforts 
and activities are aimed at delivering the best customer 
service possible. We set the bar high for ourselves 
and strive every day to improve on yesterday.

Residential Households

One of the primary responsibilities of any government 
and its agencies is to meet the basic needs of its citizens. 
Erongo RED distributes electricity to customers on the 
grid and is committed to connecting a growing number 
of households, thereby improving the lives of more and 
more Namibians in the Erongo Region.

Convenience  

To ensure that our customers continue to enjoy a 
beneficial experience through accessible electricity, 
Erongo RED has established a number of initiatives.
Chief among these is the Call Centre, which customers 
can contact when they require assistance.

The company is also busy with the conversion of 
its electricity meters to smart meters that can be 
monitored remotely. This improvement will make 
meter monitoring easier, less disruptive and more 
convenient than it has been in the past.

Access to electricity

The effects of the global economic downturn are still 
felt in Namibia, making cost and expenditure control a 
crucial concern to the majority of Namibians. 

Erongo RED made a strategic decision for the 
benefit and convenience of its consumers, rolling 
out the installation of free pre-paid electricity meters 
to pensioners and low-income segments in our 
community. Customers are now free to choose the 
pre-paid option, allowing them to closely monitor their 
electricity usage and control their expenditure.

Erongo RED subsidises the installation of pre-paid 
meters with connections of up to 30 amperes, subject 
to the kind of erven being serviced. This has made the 
pre-paid option popular among customers with 28,518 
pre-paid meters installed to date. The free installation 
of pre-paid meters was offered only to pensioners and 
customers on debt-management programmes during 
the 2017/2018 financial year. 

During the period under review, a total of 28 third-party 
prepayment vending points were operational in various 
towns and settlements in the Erongo Region. As a result, 
customers were able to purchase pre-paid electricity 24 
hours a day, seven days a week at these vending points.

Plans are underway to make the purchase of pre-paid 

electricity accessible via mobile communication, as 
well as through the Erongo RED website.

Tariffs  

Given the difficult economic climate, the price of 
electricity is of utmost importance to consumers. What 
differentiates Erongo RED from other distributors is 
the fact that the company has decided to absorb part 
of the annual tariff increases.

In our endeavour to provide affordable electricity to 
households, domestic consumers can select either 
pre-paid or conventional connections. 

Network Upgrades

Crucial to the success and long-term viability of 
any industry or business is not only the access to 
electricity, but also the reliability of the supply.

The Government’s Harambee Prosperity Plan (HPP) 
has identified the Erongo Region as a focal area for 
driving Namibia’s economic growth, both through 
industries such as uranium mining and national 
infrastructure development projects like the harbour 
expansion in Walvis Bay. A dependable supply of 
electricity is paramount for such development, as well 
as essential from a foreign investment perspective. 

Additionally, the influx of people seeking employment 
within the mining industry has put critical pressure on 
the electricity network in the region, which in some 
areas (such as Kuisebmond in Walvis Bay) is already 
running close to capacity. In response, Erongo RED 
has been steadily upgrading the network since 2013.

Since the Namibian Constitution tasks municipalities 
and local authorities throughout the Erongo Region 
with meeting the basic needs of residents, being 
able to rely on service-delivery partners such as 
Erongo RED makes fulfilling their civic responsibility 
significantly easier.  

Erongo RED’s ongoing efficient and reliable supply 
of electricity as well as its systematic expansion of 
the network to connect more households makes the 
company an important agent of positive change in the 
Erongo Region. As such, Erongo RED is improving 
people’s lives in a significant way. Furthermore, this 
efficient and reliable electricity supply attracts and 
makes investment feasible, thereby stimulating the 
economy in the region and facilitating the creation of 
new employment opportunities.

10
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Vulnerable Community Members

Pursuing its goal to make access to electricity 
attainable to as many people as possible, Erongo RED 
offers vulnerable members of the community, such as 
pensioners and low-income families a subsidised tariff.

In the period under review, the company subsidised 
tariffs to pensioners and pre-paid customers using 
less than 30 amperes to the amount of N$25.5 million. 
The programme benefited 19,576 customers, of whom 
5,667 are registered as pensioners. This resulted in 
close to a four-fold increase in subsidies compared 
with six years ago.

Increase in Subsidised Tariffs since 2012/2013

Value of Subsidised Tariffs per Category

OUR VALUED 
CUSTOMERS

Of that amount, pensioners paying by conventional 
method (monthly accounts) benefited to the amount 
of N$16,442,015, pensioners paying by pre-paid 
method to the amount of N$1,835,145 and pre-paid 
customers consuming up to 30 amperes to the amount 
of N$7,276,611.

Furthermore, Erongo RED has installed 11,639 free 
pre-paid meters, which encouraged low-income 
earners and low-consuming customers to convert 
from conventional electricity to pre-paid. This measure 
enabled customers to benefit from the subsidised and 
pensioner tariffs.

Since Erongo RED started with the pre-paid conversion 
project six years ago, a total of 28,518 customers are 
on pre-paid electricity.

During these past  six years, the company subsidised 
the installation of free pre-paid meters. Beginning 
from the next financial year, free installation of meters 
under 30 amperes will be offered only to pensioners 
registered with the company.  

Electrification Projects

Despite the fact that the Erongo Region currently 
has the highest rate of electrification in Namibia (81 
percent according to the 2010 census), the 2010 Rural 
Electricity Distribution Master Plan (REDMP) found 
that only around 16 percent of rural households in the 
region have access to grid electricity. This means that 
6,500 rural households were without electricity at the 
time of the census. 

This disparity, makes it crucial for Erongo RED to do 
its part in improving the status of rural electrification in 
the region.

In support of the Government’s rural electrification 
programme, Erongo RED has electrified over 700 
houses in rural and peri-urban areas in the Erongo 
Region.

Rural electrification

During the period under review, 48 houses were 
electrified under the “Power to the People” project. 
The project aims to bring electricity services to areas 
previously without electricity. The Environmental 
Impact Assessment (EIA) study for Upukos and 
Topnaar was completed during the reporting period 
and these communities will be considered during the 
next reporting period.

Peri-urban electrification 

Under the peri-urban electrification project, Erongo RED 
electrified 682 homes in Walvis Bay,  Swakopmund and 
Omaruru.
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OUR BOARD OF 
DIRECTORS

In compliance with the Shareholders Agreement, 
Erongo RED is guided and governed by a Board of 
Directors. Currently, the Erongo RED Board has seven 
non-executive directors and an alternate director for 
each director. During the period under review Mr. 
Junias (one of the Director) tendered his resignation 
from the Board. The Chief Executive Officer serves as 
an Ex-officio member on the Board.

The Board and Erongo RED endorse and accept 
the implementation of good corporate governance 
principles as they are currently applicable to the 
company. The Board, in collaboration with its sub-
committees, strives to act as a conscientious custodian 
of corporate governance at Erongo RED, ensuring 
that the company is a responsible corporate citizen.

Mr. TN Nambala 
Chairperson

Mr. M Skini
Member

Mr. L //Garoeb 
Member

Ms. YZN Nambahu
Member

Mr. EM Wetha 
Member

Ms. HM Gebhardt
Member

Mr. FA Hartzenberg
Member

Mr. F Mbango
Ex-Officio Member 
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INTRODUCING OUR EXECUTIVE MANAGEMENT TEAM 
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OUR EXECUTIVE 
MANAGEMENT TEAM 

Erongo RED is managed by a group of dedicated 
professionals, who are determined to steer the company 
into a successful future for the benefit of the customers 
it serves and the people it employs.

The Erongo Region with its rapidly expanding mining, 
logistics, fishing, tourism and related industries has 
become a key driver of the Namibian economy. As a 
dynamic and efficient commercialised distributor of 
electricity, Erongo RED has firmly established itself as 
a vital enabler of Namibia’s future.

Mr. F Mbango
Chief Executive Officer

Mr. F Vries
Executive Manager: 

Finance and Administration

Mr. N Niemand
Executive Manager: Network 
Operations and Maintenance

Mr. C Tjizo
Executive Manager: 

Supply Business

Mr. R Ouseb
Executive Manager: 
Network Engineering
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CHAIRPERSON’S 
REVIEW

When reflecting on the past financial year, the word 
that comes to mind is growth: Growth in Erongo RED’s 
operational capacity, in the scope of the company’s 
operations, and in its sphere of influence within the 
region. Throughout the years, we have continued to 
focus on performing at a superlative level, thereby 
ensuring that growth has become an organisational 
constant.

After last year’s landmark achievement of passing 
the N$1 billion threshold in revenue, this year was 
equally successful, with company revenue reaching 
N$1.4 billion. With our customer-centric approach and 
the desire to ensure that our shareholders receive 
the best possible returns, the Board and Executive 
Management of Erongo RED came to a mutual 
realisation that the most prominent theme for the year 
under review was financial discipline.

Powering a growing region has been a challenge that 
Erongo RED has met consistently and successfully. 
With numerous capital projects completed in the year 
under review and more scheduled for completion 
within the coming years, we are confident that our 
growth and ability to supply power will keep pace with 
the region’s growth and rising electricity demand.

During the period under review, the Board approved 
capital commitments for bulk upgrade applications 
to NamPower amounting to N$452,031,475 at year-
end of which N$392,246,692 had been paid or 
accrued for at 30 June 2018. The total number of 
projects approved by the Board at the beginning of 
the reporting period stood at 53, with the company 
completing 16% by the end of the reporting period. 
The majority of pending projects is dependent on 
different partnering organisations and regulatory 
standards, which are only obtained after a specific time 
period within the lifespan of a project’s establishment. 

A major focus in terms of capital projects remains the 
need to diversify the power sources that feed into 
the Erongo RED grid. The photovoltaic Solar Power 
Plant at Arandis is one such project that allows us 
to focus on the future in our bid to make increased 
use of renewable energy sources. Harnessing the 
power of the sun and wind, which are in abundance 
in the Erongo Region, as well as identifying ways of 
capturing wave energy, are all top priorities for the 
Board, and by extension the company. 

The Erongo Region’s projected growth extends into 
the Atlantic Ocean, with the expansion of Namport 
and new oil storage facilities in and around the area. 
These major national projects see Erongo RED 
exploring and evaluating ways in which the company 
will supply sufficient reliable power to sustain these 
and other new developments. 

With a growing industry comes a growing population. 
Our residential customers are as important to us as 
our commercial customers and play a major role in 
our revenue streams and remain our priority. With 
each electrified household in urban, peri-urban and 
rural areas, our sphere of influence stretches from 
the largest corporates and companies to the smallest 
home in the Erongo Region. 

On behalf of the Board, I would like to conclude by 
expressing my sincere gratitude to our line Minister 
at the Ministry of Mines and Energy, Honourable Tom 
Alweendo, the CEO of the Electricity Control Board, 
Ms. Foibe Namene, and the Managing Director of 
NamPower, Mr. Simson Haulofu. Their continued 
guidance and commitment to Erongo RED and the 
industry as a whole has been invaluable. 

Similarly, I would like to offer a special word of 
appreciation to our shareholders for their confidence 
and support.

Finally, the Board would like to wholeheartedly thank 
our Chief Executive Officer, Mr. Fessor Mbango and 
his team, for skillfully steering the ship during the 
reporting period. Erongo RED’s successes are a 
result of their unwavering dedication and hard work. 
Together, we face the future with excitement and 
anticipation.

Mr. Tobias Nambala
Chairperson of the Board of Directors

24



26 27

CHIEF EXECUTIVE OFFICER’S REPORT

26 27



28 29

CHIEF EXECUTIVE 
OFFICER’S REPORT

Building on the successes of the previous reporting 
period, I am pleased to be able to report that 
2017/2018 was once again a year of progress and 
improved performance for Erongo RED, with revenue 
of over N$1.4 billion. However, this achievement was 
countered by a high cost of sales, which nonetheless 
remained lower than total revenue.

Erongo RED relied on loans from the Development 
Bank of Namibia (DBN) and other sources of funding to 
finance projects, yet remained in the fortunate position 
of being able to service those loans adequately and 
on time. The Finance and Administration Business 
Unit placed renewed emphasis on exercising financial 
discipline and making every single dollar stretch as far 
as possible.

Growth and expansion have always been at the 
core of Erongo RED’s vision. As the region grows 
both in population and industry, our role as a service 
provider has not only grown, but also diversified to 
include many different clients. With numerous capital 
projects currently underway, our asset base has 
widened significantly, allowing us to make substantial 
improvements to the network in a bid to streamline 
service delivery to our customers. 

Our Network Operations and Maintenance Business 
Unit has also streamlined processes and procedures 
to ensure that the Erongo RED network continues to 
operate reliably and above capacity. The employment 
of new technologies has drastically reduced the time it 
takes to restore power during an unscheduled power 
outage and has significantly improved our ability to 
foresee possible interruptions in power supply.
 
Tariffs and subsidies

Due to the current economic climate, coupled with the 
ever-rising cost of doing business in such a climate, 
the year under review was the last year in which 
electricity subsidies were offered across the board. 

The initial intention of subsidies was to reduce costs 
for vulnerable and low-income groups. However, we 
soon observed individuals taking advantage of the 
system by moving to lower amperage in order to 
benefit from subsidies, despite the fact that they did 
not require a subsidy. Subsequently, Erongo RED 
resolved to reduce the amperage for beneficiaries 
from 30 amperes to 20 amperes, with the latter being 
the amperage at which most originally intended 
beneficiaries of said subsidies operate.

Despite this decision, our electricity tariffs remain 
competitive, as Erongo RED continues to largely absorb 
the annual electricity tariff increase as determined 
by the Electricity Control Board and imposed by the 
national power utility, NamPower. During the reporting 

period, we once again kept our tariff increase below 
the threshold set by regulators and paid for the deficit 
in order to keep tariffs as affordable as possible for our 
residential and business customers.

Our customers, our driving force

Guided by the Erongo RED Customer Service Charter, 
communication and interaction with our customers 
has risen steadily. The Public Relations and Marketing 
Section and the Supply Business Unit have effectively 
facilitated an increase in the frequency of stakeholder 
engagement initiatives and projects during the reporting 
period.

In addition to the Call Centre, an increase in face-
to-face interaction with our customers has made it 
easier for the public to relate to us as a trusted service 
provider. By continuously striving to address complaints 
in a timely manner and in line with set guidelines, we 
have evolved into a highly customer - centric company 
that advances the needs of those we serve. Customer 
queries increased from 28,569 in the previous financial 
year to 35,092 in the year under review, of which 98 
percent were resolved prior to the due date and the 
remaining 2 percent after the due date.

Human capital development

The Human Capital and Corporate Services Division 
significantly lowered the average number of vacancies 
at Erongo RED at any given time from approximately 
20 vacant posts in 2016/2017 to approximately 10 
vacant posts in 2017/2018. Positions were filled 
within reasonably short period with adequately skilled 
individuals, thereby allowing the company to operate 
seamlessly and contributing to the bottom line. 

Supporting the communities in which we 
operate

Erongo RED believes it has considerable social 
responsibility within the community it serves. The 
company has continued to fulfil its accountability 
in this area through sponsorships for education, 
community development, environmental protection, 
as well as health and social welfare. Priority is given 
to endeavours launched in the Erongo Region.

During the year under review, over 79 initiatives were 
supported through sponsorships to the tune of over 
N$729 867. Most of these sponsorships were in support 
of community development, education and training.

In keeping with Erongo RED’s focus on compliance 
and to ensure that its interventions are appropriate, 
the company is reviewing its Corporate Social 
Responsibility Policy. 

Empowering Youth

Erongo RED is determined to make a difference in the 
lives of the Namibian youth by awarding bursaries to 
hardworking and dedicated students. Since 2012, the 
company has sponsored six full bursaries for students 
from various regions who studied finance, electrical 
engineering and law. 

In the year under review, the company awarded 
bursaries to two students studying electrical 
engineering. Additionally, three students (two female 
and one male) participated in the Graduate Training 
Programme, an initiative that seeks to develop 
skills needed to competitively enter the workforce. 
A mentorship programme was also established to 
accompany and guide participants of the Graduate 
Training Programme in their chosen career.

Moreover, Erongo RED granted ten apprenticeships 
to students from various vocational training centres, 
offering them the opportunity to gain practical skills 
through job attachment programmes. The students 
were assigned to Erongo RED’s qualified engineers 
and compensated during their job attachment. This 
initiative creates a pool of competent employees by 
training possible candidates for future permanent 
employment.

Conclusion

In conclusion, I would like to thank our Board of 
Directors for their sound corporate leadership and 
direction, as well as our shareholders for placing their 
trust in me and my team. 

I would also like to express my heartfelt gratitude to our 
dedicated workforce, which embodies Erongo RED’s 
corporate spirit and culture, while providing an essential 
service to our customers. I applaud their hard work and 
commitment throughout the year and I am proud to be 
associated with each and every one of them.

Finally, I would like to acknowledge and thank our 
customers for their continued partnership with 
Erongo RED. None of our efforts and work would be 
meaningful without their support. We are proud to be 
allied with the Erongo Region, which we call home, 
and look forward to another successful year ahead.

Mr. Fessor Mbango
Chief Executive Officer
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“Safeguarding Erongo RED’s financial performance and 
commitments lies at the core of the role of the Finance and 
Administration Business Unit. Through exercising financial 
discipline and streamlining our procurement process, we can 
construct a stable financial platform that allows for projects to be 
undertaken and business to run smoothly.”

Freddie Vries
Executive Manager: Finance & Administration
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Financial Performance

Finance & Administration
The Finance and Administration Business Unit is 
responsible for financial administration and reporting 
systems, stores and procurement, financial risk 
management, fleet control and asset administration, 
financing and loan administration, as well as working 
capital management. These functions are carried out by 
three departments under this business unit:

• Financial Administration
• Credit and Risk Management
• Procurement and Supply Chain Management and 

Stores

From a fiscal perspective, the company’s obligations 
and responsibilities shape the conduct of Erongo RED’s 
business. These obligations must be met in the context 
of the company’s relationship with NamPower, the 
national electricity generator. NamPower’s legislated 
objective dictates that Erongo RED connects as 
many people as possible in the Erongo Region to the 
electricity grid.

Financial Overview

The company achieved a net profit for the year 30 
June 2018 of N$94 million (2016/17: Restated N$126 
million). However, the topline revenues include non cash 
donated assets income before tax of N$126 million for 
the 2018 financial year and N$68.9 million for the 2017 
year end.

Compared to the prior year, the 8% tariff increase 
coupled with growth in consumption resulted in a 14% 
increase in electricity sales. This increase was offset by 
a 16% increase in primary energy costs. 

The company recorded gross profits of N$356 million, 
which was an increase of 21% compared to the previous 
financial year (2016/17: Restated N$295 million).

The operating profit for the year before net finance costs 
was N$172 million (2016/17: Restated N$115 million) 
for the company.

Revenue and Profit margins continue to be under 
pressure due to the impact of the increases in the energy 
purchase price from NamPower and subsidisation of 
some customer groups.

Sales and revenue

The company revenue for the year was N$1.4 billion 
(2016/17: Restated N$1.2 billion) which represents 
a 17% increase from prior year. Included in revenue 
is donated assets of N$126 million (2016/17: 
Restated N$69 million) received from developers and 
municipalities which arose from a change in recognition 
criteria of these donated assets from customers. The 
recognition criteria changed the classification from 
deferred revenue to revenue. Donated assets were 
incorrectly included in deferred revenue instead of 
revenue in previous financial years. The financial 
statements have been restated to correct the error. 
Emphasis is however placed on the fact that the 
donated assets are non-cash transactions and thus do 
not involve cash inflow to the company.

The sale of electricity for the year of N$1.27 billion being 
electricity sales and network contributions per note 16 
of Annual Financial Statements, represents an increase 
of 14% compared to the previous year (2016/17: N$1.1 
billion).

Primary electricity costs

The cost of sales for the year amounted to N$1.049 
billion (2016/17: Restated N$893 million), an 18% 
increase. The primary energy costs increased by 16% 
from N$735 million to N$850 million in the current year. 
The percentage increase in primary costs is higher than 
the 14% increase in sales of electricity due to a higher 
percentage increase of 16% in the energy purchase 
price from NamPower and the subsidisation of electricity 
tariffs to certain customer groups. Solar power was 
purchased for the first time in the current financial year 
which also contributed to the higher increase in primary 
energy costs.

Cost management

In its drive to contain costs the company migrated from 
a full maintenance lease for its vehicles to purchasing 
and managing its own fleet. This is expected to bring 
about cost savings in the future. 

The company incurred operating costs of N$188 million 
(2016/17: Restated N$181 million) this represents a 4% 
increase. Operating costs continued to be a focal area, 
and will require continuous scrutiny and discipline to 
ensure sustained benefits going forward.

Liquidity risk management

The company has adopted internal policies and 
procedures to manage and monitor customer accounts 
as well as related customer debt. The company has a 
debt management strategy in place aimed at recovering 

debt from continuously defaulting domestic customers. 
This arrangement allows disconnected customers to 
convert from post-paid to prepaid electricity services. A 
portion of the prepaid electricity purchased is allocated 
to the outstanding debt.

Outstanding debts amounting to N$1.7 million have 
been ring-fenced under debt management. A total of 15 
accounts representing an amount of N$101,349 have 
been converted to debt management while N$304,110 
has been collected during the year.

Trade and other receivables at year end stood at 
N$252 million, representing a 9% increase from the 
prior year. Contributing factors for the increase includes 
the current economic downturn which negatively 
impacted the government and business customers 
within the region. The trade receivable balance is 
stated after taking into account impairment loss of 
account balances deemed to be likely irrecoverable. 
The determination of the impairment loss is guided 
by the Bad Debt Provision Policy. The average day-
sales-outstanding (DSO), excluding VAT receivables 
are 53 days being debtors calculated using electricity 
sales and trade and other receivables less VAT, which 
is in line with the prior year.

The short term financial liabilities exceeds the financial 
assets by N$67.5 million, resulting in a liquidity shortfall. 
However, management believe that the available funding 
sources such as operational cash flows, undrawn 
overdraft facilities to the amount of N$31 million as well 
as an undrawn loan of N$150 million concluded with 
DBN earmarked for the Swakopmund bulk upgrade 
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give sufficient room to cover this liquidity shortfall and to 
stabilize the cash position of the company. Refer to note 
29 on page 96 for additional information.

Financial Position

The company’s financial position has strengthened as 
total assets increased to N$1.8 billion (2016/17: N$1.6 
billion). Property, plant and equipment increased by 
N$173 million. This was mainly attributable to donated 
assets, acquisition of office, computer equipment, motor 
vehicles and refurbishment of the Head Office Building. 
However, the net cash available decreased significantly 
mainly because of the acquisition of property, plant and 
equipment and funding a portion of the Swakopmund 
Bulk Upgrade from operational cash. 
 
The company’s balance sheet has a gearing of 29% at 
30 June 2018, presented as a ratio of gross interest-
bearing debt to equity (2016/17: 35%). The Company 
obtained a loan of N$150 million from the Development 
Bank of Namibia at 30 June 2018. However, no 
drawdowns were effected at year end. 

Cash flow

Cash generated by operations decreased to N$21 
million (2016/17: N$41 million). This is due to an 
increase in negative working capital movements of 
N$68 million versus the negative movement of N$27 
million in 2016/17. Upfront payments of N$73,743,750 
were made to NamPower for the bulk upgrades.

Investing activities were partly from cash generated 
in the current year and through instalment sale 
agreements. Additional Finance leases were raised to 
fund the acquisition of vehicles. 

Funding

A loan of N$150 million was concluded with DBN 
earmarked for the Swakopmund bulk upgrade.
The facility was undrawn as at 30 June 2018. 

In addition, the Company negotiated overdraft facilities 
of up to N$56 million, of which N$32 million was undrawn 
at 30 June 2018.

The operational cash and the above-mentioned facilities 
are expected to support the increasing trading business, 
and to ease pressure on working capital. Additional 
strategies will be put in place to contain costs.

Capital investments 

The company invested N$222 million in property, 
plant and equipment during 2017/18 vs N$175 million 
during 2016/17. This was mainly to fund capital projects 

and to acquire office equipment, refurbishment of the 
Head Office Building and 40 new fleet of vehicles as 
replacement of the ageing fleet.

Preferential procurement

For the period under review, payments to suppliers 
of goods and services totalled N$172 million, of 
which N$63 million was spent on Black Economic 
Empowerment (BEE) suppliers.

Total BEE procurement expenditure of N$63 million 
equates to 36% of the spending for the period under 
review.

20%
1%

40%

3%

33%

3%

Risk management

The Board has oversight of the management of risks 
and opportunities in Erongo RED. The Audit and Risk 
Committee assists the Board in carrying out its risk 
management responsibilities. Business Units, through 
risk champions are responsible for identifying and 
managing all risks allocated to them. 

All risks, including emerging risks, are reported at 
Executive level as well as Board level through the 
Audit and Risk Committee on a quarterly basis. The 
risks are tracked and maintained through a company 
risk register. Risk management forms part of the 
company’s strategic objectives, adding value through 
risk optimisation by identifying risks and opportunities. 
Our risk management process has not changed 
significantly in the past year.

Risk tolerance and risk appetite

We understand and proactively manage risks within 
set risk appetite and risk tolerance levels. We define 
risk appetite as the amount and type of risk that we are 
willing to take in order to meet our strategic objectives. 
We define risk tolerance as the amount of uncertainty 
that we are prepared to accept and cope with. We use 
a risk structure which comprises three risk categories, 
strategic, financial and operational to categorise our 
risks.

BEE (33%)

BEE/SME (3%)

General (0%)

International (3%)

National (20%)

Regional (1%)

Small & Medium Ent. (40%)
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0.22 MW

98%

102 MW

9.8 MW

2%

Karibib and Omaruru Street Lighting

During the reporting period, the project with perhaps 
the most significant positive impact on consumers was 
the erection of street lighting in Karibib and Omaruru. 
The nine-month project valued at N$1.24 million was 
completed in April 2018.

Omaruru 22/11KV Substation Upgrade

The upgrade of the Omaruru substation to 5 MVA 
stood at 85 percent at the end of the reporting 
period, with completion scheduled for August 2018. 
As at the end of the reporting period, the 22/11 kV 
circuit breakers had been installed, with installation 
of additional junction boxes as well as control and 
signal cables to take place in the next financial year. 
The Board approved a budget of N$6.8 million for the 
project, but current estimated costs upon completion 
are significantly lower, standing at N$6.6 million. 

Extension of SCADA at Substation Level

The SCADA (Supervisory Control and Data Acquisition) 
tool restores the power supply when faults occur and 
maintains desired operating conditions. By implementing 
this system, Erongo RED has significantly improved the 
reliability of supply by reducing the duration of power 
outages, coordinating operations and ensuring safe 
operations. 

During the reporting period, the SCADA system was 
further developed and implemented at substations 
throughout the Erongo Region. At the end of the 
reporting period, the extension and addition of new 
substations was 70 percent complete. With a total 
budget of N$12 million, six out of nine substations 
have been tested, commissioned and signed off to 
date, with auto reclosers to be tested and signed off 
by the end of August 2018. 

Training on the operation and maintenance of these 
substations will commence in the next reporting 
period, shortly after completion of the project.

Our commitment to renewable energy

Although Erongo RED currently receives the bulk of its 
electricity from NamPower, the company is committed to 
making increased use of renewable energy sources in 
order to provide energy far into the future and to preserve 
the Namibian environment for generations to come. 

To date, Erongo RED has a total installed renewable 
energy capacity of 10.02 MW. This includes 9.8 MW 
(98 percent) of solar photovoltaic (PV) installations 
and a wind generator with a capacity of 0.22 MW (2 
percent). 

Erongo RED Energy Mix

Total Share of Renewable Energy 
Connected to Erongo RED’s Grid

Of the 9.8 MW capacity of solar photovoltaic (PV) 
installations, 6.8 MW (69 percent) are generated 
from 178 rooftop installations and 3 MW (31 percent) 
from the Arandis Solar Power Plant, which was 
commissioned in 2017.

“Each project we undertake after Board approval, focuses on 
providing essential services to our customers. It is vital to have a 
long-term view and to gauge how the population and industry is 
growing, and subsequently to design and implement projects that 
focus on meeting demand as it grows.”

Rudolf Ouseb
Executive Manager: Network Engineering

Network Engineering
The Network Engineering Business Unit is responsible 
for project initiation and implementation, with specific 
focus on electrical planning and design. It also oversees 
Information Communication and Technology (ICT). The 
business unit evaluates the feasibility and practicality of 
every project that Erongo RED undertakes against the 
standards and goals set by the Board and Executive 
Management at the beginning of a financial year.

Energy suppliers and distributors in Namibia operate 
in an extremely challenging environment, albeit one 
that offers exciting opportunities. Three global trends 
impact electricity industries around the world, namely: 
ensuring supply in the face of ever-increasing demand, 
battling the effects of climate change, and meeting the 
challenge of massive global urbanisation.

In addition to these challenges, Erongo RED, like the 
other Electricity Distributors in Namibia, must come to 
terms with aging infrastructure, rapidly growing local 
economies, communities not yet connected to the grid, 
and the provision of affordable electricity in the face of 
escalating costs of electricity generation and distribution.

Therefore, the timely planning of upgrades and the 
expansion of the company’s distribution network are 
essential to ensure that supply matches demand. 
Planning, designing, managing and commissioning 
most of Erongo RED’s network expansion projects lie 
in the hands of its engineers, men and women with 
formidable skills in their fields of expertise. 

During the period under review, the Board approved capital 
commitments for bulk upgrade applications to NamPower 
amounting to N$452,031,475 at year-end of which 
N$392,246,692 had been paid or accrued for at 30 June 
2018. The implementation of projects in the latter category 

depended on cash flow. The project portfolio currently 
consists of 53 projects, several spanning a number of 
years. Eight projects were completed during the reporting 
year, including the upgrade of CCTV cameras and access 
control at all Erongo RED sites, as well as the installation 
of street lighting in Karibib and Omaruru, among others.

Key projects

Infrastructure expansion and updating remains a high 
priority at Erongo RED. Currently, the demand for 
electricity exceeds the supply in all regions of Namibia. 
In addition, the aging infrastructure in many regions can 
no longer supply requirements in a reliable manner. 

Due to the increased volume of commercial and 
large scale industrial activity in the Erongo Region, 
the company invested in network upgrades in Walvis 
Bay, Swakopmund, Arandis, Karibib, Okombahe and 
Omaruru in recent years. Upgrades were essential to 
secure electricity supply to the region and to support 
economic development.

During the reporting period, the upgrade of 
Swakopmund from a capacity of 30 MVA to 60 MVA 
valued at N$193.8 million took centre stage among a 
variety of other projects aimed at increasing Erongo 
RED’s service delivery. 

CCTV Cameras and Access Control

The upgrade and installation of adequate surveillance 
and access control equipment was a priority during 
the financial year under review. By June 2018, CCTV 
cameras had been installed and access control upgraded 
at all Erongo RED sites. The project was completed at 
half the approved cost of N$1.5 million, thereby saving 
money in the short term, while also safeguarding against 
future losses due to theft and vandalism.

NamPower (102 MW)

Solar (9.8 MW)

Wind (0.22 MW)

Solar (PV) 98%

Wind 2%
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Breakdown of Solar Photovoltaic (PV) 
Installations

Erongo RED has a total of 178 solar rooftop installations 
on the grid, which amounts to 6.8 MW installed capacity.

Renewable energy impact study and pending 
solar applications

In 2017, Erongo RED embarked on two renewable 
energy impact studies to determine the impact of 
PV plants and rooftops on the grid, and to determine 
the acceptable level for renewable penetration into 
Erongo RED. These studies were completed and 
forwarded to the ECB for review and approval. The 
ECB will finalise the review and approval process 
during the next reporting period.

The approval of solar (rooftop) applications were 
temporarily put on hold until such time that the ECB 
provides the outcomes of its review and approval 
process.

In 2018, Erongo RED recorded a total of 32 solar 
applications, with a total capacity of 3,242 kW. 

69%

31%

Total number of solar applications per town

Total capacity of solar applications per town

Solar Rooftops 69%

Solar Arandis PV Plant 31%
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Network Operations & 
Maintenance 
The Network Operations and Maintenance Business 
Unit is responsible for upgrading and maintaining the 
Erongo RED distribution network in order to ensure 
reliable electricity supply. Additionally, the business 
unit oversees the upkeep and improvement of the 
company’s substations and equipment.
 
The electricity supply and distribution industry operates 
in a high-risk environment, which demands high levels 
of expertise and world-class operating systems. 
Because equipment and infrastructure development 
require large capital investment, the business is 
also high-risk from a cost perspective. Failure to 
meet delivery targets has significant implications for 
economic development and foreign investment.

Since electricity is an inherently dangerous commodity, 
there is also a high risk with regard to regulation and 
safety. Therefore, it is imperative that the safety of 
all installations is maintained at all times in order to 
prevent accidents. 

Evaluating performance

During the period under review, much emphasis was 
placed on individual performance reviews and the 
quality of work of each employee in the business unit. 
The quality of individual performance not only drives 
the overall performance of the business unit, but it 
also impacts the ability of Erongo RED as a whole to 
maintain high technical reliability.

Apart from internal audits and appraisals, the work 
and performance of the business unit can also be 
measured by the quality of the consumer experience.

Consumer interaction with the utility regarding the 
availability and/or use of electricity is highly dependent 
on how efficiently the business unit operates. Thus, 
the frequency of complaints as opposed to positive 
consumer interactions creates a standard by which to 
gauge and evaluate performance.

Maintenance of the network and managing 
faults

During 2017/2018, N$23 million was invested in 
maintenance and upgrades of the network, compared 
to an amount of N$22 million in the previous reporting 
period. This investment includes the cost of materials, 
equipment and service, but excludes the company’s 
internal labour component. 

At the beginning of every reporting period, a 
maintenance plan is drafted to identify and address 
the maintenance needs of Erongo RED’s network and 
infrastructure. During the 2017/2018 financial year, 
the company managed to execute 87 percent of the 
plan, which was a significant increase from the 73.7 
percent achieved in the previous financial year.

“Ensuring that the Erongo RED network works efficiently is 
the responsibility of the Network Operations and Maintenance 
Business Unit. By detecting faults before they occur and 
conducting pre-emptive repairs and maintenance using state-of-
the-art technology and standardised processes, we are able to 
provide reliable electricity services to our residential and business 
customers.”

Nico Niemand
Executive Manager: Network Operations & Maintenance

Maintenance activities completed per town against maintenance plan

One of the major focus areas during 2017/2018 was 
how quickly Erongo RED can restore power in the 
event of an outage. The company has been making 
steady progress in this regard since 2014/2015. When 
compared to the general supply restoration times as 
stipulated in the National Quality of Service Standard, 
Erongo RED performed well above the industry 

average in its ability to restore power. The objective 
remains to restore power as quickly as possible after 
an unplanned outage occurs. There is a positive trend 
to restore the largest part of the network within 1/3 of 
an hour.
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MEDIUM VOLTAGE RESTORATION TIMES AFTER FORCED INTERRUPTIONS 
July 2017 to June 2018

Performance expressed as hh:mm taken to restore supply
Percentage of Interruptions, 
Supply Restored

ECB Standard 
Urban (Hours/

Minutes)

ECB Standard 
Rural

Erongo RED
Actual Measured

Urban (Hours/
Minutes)

Erongo RED
Actual Measured

Rural (Hours/
Minutes)

30% (overall standard) 1:30 3:00 0:38 1:22
60% (overall standard) 3:30 7:00 2:20 4:29
90% (overall standard) 7:30 15:00 5:21 10:23
98% (overall standard) 12:00 24:00 9:39 19:04
100% (guaranteed standard) 24:00 48:00 17:30 1:59

Performance expressed as % better than the standard
30% (overall standard) n/a n/a 57,78% 54,44%
60% (overall standard) n/a n/a 33,33% 35,95%
90% (overall standard) n/a n/a 28,67% 30,78%
98% (overall standard) n/a n/a 19,58% 20,56%
100% (guaranteed standard) n/a n/a 27,08% 95,87%

Interrupted Power Supply Restored – 2017/2018
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Total Planned    Total Forced
Area 1     Area 2    Area 3

Area 1     Area 2    Area 3

MV Networks - Planned Outages
July 2017 - June 2018

MV Networks - Year To Date
Total Planned & Forced Outages
July 2017 - June 2018

MV Networks - Forced Outages
July 2017 - June 2018 Maintenance Activities

Completed against Maintenance Plan
July 2017 - June 2018

22
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Area 1 being Walvis Bay, Area 2 consisting of 
Swakopmund, Henties Bay and Arandis, and Area 3 
consisting of Omaruru, Uis, Karibib and Usakos.

Area 1 being Walvis Bay, Area 2 consisting of 
Swakopmund, Henties Bay and Arandis, and Area 3 
consisting of Omaruru, Uis, Karibib and Usakos.
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“Our customers remain our top priority. Thus, ensuring that we 
provide the best possible service is our primary responsibility. 
Through proper billing, record taking, administration and tariff 
determination, we aim to ensure that Erongo RED remains a 
company that cares and provides professional service, while 
at the same time protecting against technical and commercial 
losses that negatively impact revenue.”

Claude Tjizo
Executive Manager: Supply Business

Power outages

For the year under review, there was a total of 156 
planned power outages and a total of 423 forced power 
outages. The figure below indicates the total planned 
and forced power outages per area, with Area 1 
being Walvis Bay, Area 2 consisting of Swakopmund, 
Henties Bay and Arandis, and Area 3 consisting of 
Omaruru, Uis, Karibib and Usakos.

Key projects

Driven by effectiveness, efficiency and continuous 
improvement as the core focus of the business unit, 
the capital and operating projects undertaken during 
the reporting period concentrated on the rehabilitation 
and in some cases, the direct replacement of 
infrastructure that had reached the end of its lifespan. 
As part of the High-mast Replacement Programme 
launched during the previous reporting period, 10 
high-masts were replaced in high-risk areas within 
Walvis Bay valued at N$2.2 million. The low voltage 
kiosk replacement and maintenance is still underway 
and will continue in the next reporting period.

In order to effectively accomplish what it was established 
to do, Erongo RED strives to utilise the latest technologies. 
Therefore, technological advancement and change are 
at the forefront of Erongo RED’s project initiation and 
management. Replacing older equipment with more 

modern and ‘intelligent’ equipment and plants through 
the PAC (Protection, Automation and Control) project 
continued during the reporting period. The introduction 
of devices that allow for the identification of faults 
earlier on a line, such as Passive Fault Indicators, 
will enable the company to address such issues more 
efficiently and to reduce the frequency and duration of 
unscheduled power interruptions.

Due to the continual increase in the number of devices 
that require adaptation to the new digital migration, 
the project will continue into the next reporting period. 
This project was initially intended to run for five years 
with an annual review.

Supply Business
The Supply Business Unit ensures that Erongo RED’s 
systems are efficient and robust. While it is essential 
to have a well-maintained and adequate distribution 
network to ensure reliable supply of electricity to 
customers, it is equally important to manage the 
supply accurately and effectively. Accurate procedures 
to meter, bill and receive payment for electricity 
consumption lie at the heart of Erongo RED’s business.

Billing customers for usage

Essential to the sustainability of any business, is the 
execution of administrative interventions in a timely 
and accurate fashion, resulting in accurate billing as 
well as the proper monitoring of revenue inflow.

Customers must be metered accurately, bills must be 
issued expediently and customer payments must be 
monitored in order to fulfil the commercial activities of 
Erongo RED.

Erongo RED currently recovers 98 percent of the total 
amount billed. Critical to achieving this rate of return 
is the effectiveness of the Call Centre, which operates 
during working hours on weekdays and allows for 
the quick resolution of queries. Every call conducted 
by the Call Centre is monitored for quality control 
purposes. 

On call for our customers

Erongo RED’s commitment to fostering dialogue with 
its customers led to the establishment of the Call 
Centre in 2012. The Call Centre handles incoming and 
outgoing calls from/to clients, as well as client emails, 
faxes, letters and SMSes. It is also responsible for 
queries and service applications from the company 
website and service desk system. 

The Call Centre operates during normal working hours: 
Monday to Friday from 08:00 to 17:00. Customer calls to 
the toll free number and the landline falling outside these 
hours are transferred to the standby numbers. During 
planned outages scheduled over weekends, Call Centre 
agents work additional hours to assist customers. 

Our highly competent Call Centre agents are trained to 
deal with customer queries and resolve issues within 
set time lines. If necessary, problems are referred to 
other staff members or departments. In the year under 
review, the Call Centre was staffed by six agents and 
one team leader. On average, each agent handled 487 
calls per month, of which 80 percent were resolved on 
the first attempt, without the agent needing to refer the 
customer to another staff member or department. This 
measure indicates that our agents have a high level of 
knowledge and confidence regarding the services and 
products that Erongo RED provides.

In the year under review, a total of 35,092 calls were 
logged, of which 98 percent were resolved prior to the 
due date. The 2 percent of cases that were resolved 
after the due date were cases referred to other 
departments, for further action.
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2%

98%

The Call Centre logged a variety of queries during 
the period under review, with 50 percent of the calls 
logged being customers requesting their outstanding 
balance due.

Future outlook

Investing in the latest technology as well as our 
customer service function will enable the Erongo RED 
Call Centre to create more value for its customers, 
shareholders and the industry at large. On the other 
hand, a reluctance to invest for fear of future returns 
will cripple the Call Centre’s performance.

During the period under review, the Call Centre staff 
performance was excellent, especially in light of the 
limited resources. Our agents pride themselves on 
their ability to provide accurate information during 
customer interactions and are reasonably content 
with their ability to resolve customer matters during 
the first contact. 

As agents strive to improve Call Centre operations 
and achieve the set targets to increase customer 
satisfaction, strategies to advance communication 
and drive agents’ performance and development are 
being explored. 

Technology remains a challenge. A Call Centre lacking 
modern and highly efficient technology will always be 
limited in its ability to serve customers.

Feeding into the grid

By the end of June 2018, 178 customers fed back into 
the grid from their own solar-generated systems. The 
value of the electricity fed back into the grid during the 
reporting period was N$2.3 million. The total kilowatt 
hours imported came to approximately 1,910,470 
kWh, which is less than 1 percent of the total units 
consumed during the year under review. These 
customers are registered so that their consumption 
patterns can be quantified and they can be reimbursed 
for their contribution.

Non-technical losses

Non-technical losses are losses that occur due to 
incorrect meter readings, inaccurate customer details 
stored on the system, or illegal tampering with meters. 
Any of the foregoing makes it difficult to recover 
outstanding monies. Mitigating these factors is an 
ongoing process, and revenue protection measures 
have been put in place to ensure that such losses 
are kept to a minimum. One such measure was the 
formalisation of a policy that makes remotely-readable 
automated meters available. Secondary meters at the 
substations, which provide back-up information in 
case queries arise regarding customer consumption 
patterns.

Pre-paid meters are checked and customer details 
are verified on an ongoing basis. GPS technology 
will be employed in townships where erf numbers 
are not available. This will ensure that consumers in 
townships will be traceable and metered.

It is a challenge to balance customer interests and 
convenience with running a company on sound 
business principles that safeguard its interests. By 
employing ‘smart’ technology, Erongo RED has found 
a way to do both. While the company places much focus 
on its customers interests, its commitment to robust 
systems for streamlining its processes has meant 
that revenue-protection measures are functioning 
well. The effectiveness of these measures has been 
proven by our average losses of just 7 percent, which 
is within the accepted industry standard of 10 percent.

Call Resolution Summary for the 2017/2018 Financial Year

Calls resolved prior to due date 98%

Calls resolved after due date 2%

Calls Logged by Category during the 2017/2018 Financial Year 
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The Call Centre receives 
approximately 236 calls each 
working day, of which 80 percent 
are resolved before the call is 
terminated.

Six Call Centre staff members 
are available for 8 hours each 
day to resolve customer queries.

To date, N$51,000 has been 
invested in training Call Centre 
staff to serve customer interests 
effectively and efficiently.
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Ensuring quality customer service

The major focus during the year under review was 
strict adherence to the Customer Service Charter, 
which highlights how to best serve consumers and 
handle customer complaints. The Customer Service 
Charter is modelled after industry best practices 
and regulatory guidelines that seek to protect the 
consumer. Its establishment and maintenance bears 
witness to the company’s commitment to offering its 
customers the best possible service.

Tariffs

Erongo RED is committed to bringing electricity to 
the end-user at an affordable rate and is fully aware 
of the impact that electricity tariff increases have 
on residential and business customers. Hence, the 
company has implemented measures to cushion the 
impact of tariff increases for pensioners and the low-
income segments of the community. However, due to 
national electricity price increases that occur annually, 
the company is forced to adjust its tariffs in order to 
remain sustainable.

When determining the tariffs for the 2017/2018 financial 
year, the company considered various factors. These 
included the impact of the NamPower price increase, 
the impact on end-users, envisaged capital projects, 
electrification projects, the replacement of parts of 
the aging infrastructure and servicing of loans. On 
1 July 2017, an average tariff increase of 8 percent 
came into effect after the ECB granted NamPower 
an 8 percent average weighted tariff increase for the 
period July 2017 to June 2018. The 8 percent average 
increase was the weighted average of different tariff 
categories applied to different groups of consumers 
in the region. This meant that the actual impact on 
consumers varied between 8 percent and 13 percent, 
depending on the size of connection and consumption 
of individual customers. 

Safeguarding against losses

The Supply Business Unit focused largely on revenue 
protection and safeguarding against any potential 
losses during the 2017/2018 financial year. This 
included implementing effective energy management 
policies which are binding for all staff members. 

Metering

Technology employed by Erongo RED ensures that 
electricity supplied through the grid is continuously 
measured at various points. This is done to ensure 
that the amount of electricity fed into the grid is 
accounted for and billed. During the reporting period, 
the continued development of advanced metering 
infrastructure and smart metering allowed for some 
recouping of funds. This allowed the company to give 
greater focus to non-metering losses. 

Meter tampering continued to be closely monitored in 
order to prevent fraud and losses. In addition, regular 
metering audits helped the company to identify where 
more costs could be saved, without compromising the 
quality of power supply. 

Automatic meter reading increases the accuracy 
of meter readings, while reducing overhead costs.
During the previous reporting period, conversion or 
installation of automatic meter reading equipment for 
bulk customers and farmers who utilise three-phase 
connections was carried out. This initiative continued 
during the reporting period, with 1,107 customers 
currently on automatic meter reading. 

The quality of supply and service implementation 
remain important to ensure that Erongo RED meters 
comply with ECB requirements and standards, while 
at the same time maintaining the company’s high 
standards. 
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Business Strategy & 
Performance Management 
System 
The Business Strategy and Performance Management 
System Division is responsible for keeping Erongo 
RED’s business plan updated, evaluating the 
company’s performance and determining if set targets 
are achieved. Furthermore, the division analyses 
business processes and the culture change process, 
as well as how these help Erongo RED to function 
effectively.

The policies and procedures that the Business 
Strategy and PMS developed, i.e the Performance 
Management System and the Employee Recognition 
Policy, are filtered down to every other business unit 
and department to allow for a standardised approach 
to doing business, as well as to create a cohesive 
company that provides quality service to the customer.

An ethos of excellence

Upon its inception in 2005, Erongo RED found itself 
in a challenging position. The ECB encouraged the 
introduction of cost-reflective electricity tariffs, which 
differed vastly from the heavily subsidised tariffs that 
had previously been the norm. This created the false 
perception that the establishment of Erongo RED was 
the reason for the tariff increase.

To address this situation, the company drew up and 
implemented a strategic plan. It placed Erongo RED’s 
customers front-and-centre, establishing who they 
were and what they required from their distributor. The 
company then identified how it should fulfil its mandate 
and meet its goals while remaining customer-centric. 

The importance of a qualified and motivated workforce 
cannot be overemphasised. Thus, employee training 
and skills development measures were put in place. 

Regardless of the technology to be used, the people 
to be employed or the management of the company’s 
finances, the strategic plan also formalised that the 
pursuit of excellence would be at the heart of Erongo 
RED’s activities. This meant that all business units 
needed to commit to achieving compliance and to 
put measurable standards in place to be able to keep 
track of how closely achievements matched goals.

These efforts have paid off. Our corporate culture 
has accomplished a turn-around and embraced 
cooperation as a mode of operation in order to work 
towards a common goal. Erongo RED has become an 
employer of choice and the calibre of our workforce is 
impressive. In terms of service delivery, the company 
has also improved dramatically; now we receive letters 
from customers bearing witness to their satisfaction. 
Nonetheless, Erongo RED remains committed to 
continue working towards achieving excellence and to 
never stop evolving as a company.

Transforming our organisational culture

Beneath tangible and measurable outputs and 
outcomes lie values and beliefs – the components of a 
company’s culture that make a real difference between 
success and failure. In order to measure and map 
the underlying causal factors that promote or inhibit 
individual and company performance, Erongo RED 
adopted the culture transformation survey developed 
by Barrett, which provides tangible metrics to support 
the development of a values-driven organisation. 

Specifically, this survey enables Erongo RED to 
measure the level of cultural entropy, which is the 

“Keeping track of how a business is operating in relation to 
set targets and objectives is no small feat, especially if growth 
within the industry is constant. Thus, putting measures in place 
to adequately measure performance remains a priority, and with 
Erongo RED exceeding targets for the past three years, it is vital 
to maintain or even increase this momentum of growth, which 
stands to benefit all.”

Bennie Nangolo
Senior Manager: Business Strategy & Performance Management System

amount of energy that is consumed in an organisation 
doing unnecessary or unproductive work. Equally 
important, the survey measures the conflict, friction 
and frustration that employees encounter in their day-
to-day activities, thus preventing the organisation from 
operating at peak performance. 

The survey was conducted in 2012, 2015 and 2017 
respectively. Results in 2012 showed a high cultural 
entropy level of 35 percent, indicating employee 
disengagement. In 2015, the level of cultural entropy 
dropped markedly to 15 percent, and in 2017, the 
entropy level stood at 17 percent. These results 
indicate that the entropy level at Erongo RED is healthy 
and stable, and that most employees are engaged. 
Furthermore, the positive downward trend in the 
company’s corporate culture since 2012 reveals that 
the strategies for change management implemented 
at Erongo RED are yielding results. Going forward, 
management remains committed to addressing and 
resolving all outstanding matters of company culture 
to ensure that Erongo RED is the leading and most 
productive electricity distributor in Namibia.

Evaluating performance and ensuring 
accountability

In order to ensure that the company consistently meets 
its goals in an efficient and effective manner, Erongo 
RED adopted a performance management system 
three years ago. The pilot phase demonstrated that 
the system allows the company to identify the targets 
achieved and superseded by the company, as well as 
by individual staff members. During the period under 
review, only 282 staff members which represents 
99 percent of all staff submitted their performance 
agreements for evaluated. Staff performance was 
rated on a scale of 1 to 5. An overall rating score of 3.6 
was achieved in all Business Units, which indicates 
that 94.3 percent of staff members met or exceeded 
their targets.

Cultural Transformation Entropy: 
Survey Results
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Human Capital and Corporate 
Services 
At the heart of Erongo RED’s distinctive identity as a 
service provider in the Namibian corporate landscape 
is its human capital. Since its inception, Erongo RED 
has endeavoured to create a workforce that is skilled, 
engaged, diligent, proactive and professional. Erongo 
RED is committed to developing its employees as 
individuals, and to creating a working environment 
that is both stimulating and fulfilling.

Striving to be an employer of choice, Erongo RED 
provides a rewarding, long-term employment 
environment and benefits. Through the creation of 
employment opportunities, we believe that we can 
make a significant contribution to the Namibian society 
and economy. For this reason, it is important to the 
company that its workforce is engaged. Therefore, 
we implement initiatives that benefit the company, its 
employees and the community equally.

In addition, we aim to ensure a safe working environment 
and safe operations for our employees. This requires 
aggressive engagement and awareness initiatives 
in which employees take ownership of hazards and 
risks associated with their jobs. It also requires that 
employees operate equipment properly and safely.

The core activities of the Human Capital and Corporate 
Services Division revolve around four major areas:

• Human Resources (relating to management of all 
employee matters).

• Corporate Support (which includes all support 
services such as information services, record 
keeping and archiving, among others).

• Safety, Health, Environment and Wellness 

(ensuring compliance in all these areas).
• Building and Security (which includes the 

maintenance of buildings and substations, and 
security provision for our assets, workforce and 
customers).

“A company’s greatest asset is its human capital. How each 
individual who is part of the Erongo RED team interacts with the 
company directly correlates with how the company performs. 
Through training and performance management processes, we 
can build a corporate culture that allows for everyone to perform 
at their best, while creating lasting relationships that are mutually 
beneficial.”

Monia Tjongarero 
Senior Manager: Human Capital & Corporate Services

Inclusion and diversity

Erongo RED ascribes to a culture of inclusivity that 
honours the diversity of its people. Inclusivity also  
constitutes the cornerstone of our human capital 
foundation, accelerating development and retaining 
employees. Our workforce profile attests to the 
success of our human capital approach.

Additionally, the company promotes the empowerment 
of women in the workplace. During the reporting period, 
the staff complement shifted slightly to become more 
inclusive in terms of gender. These advancements 
have created a dynamic demographic within the 
company, which was largely male dominated in the 
past. Currently, 35 percent of our management team 
are females (this includes middle management, senior 
management and executive level), while 38 percent of 
our total workforce are females. 

During the period under review, Erongo RED once 
again received the affirmative action compliance 
certificate, bearing witness to the company’s 
observance of policies and regulations as enshrined 
in the Affirmative Action (Employment) Act, 1998 
(Act No. 29 of 1998). The table below summarises 
the affirmative action profile of our workforce. 
Furthermore, the company continually seeks to create 
platforms for growth and development for individuals 
from previously disadvantaged groups in order to 
create equal opportunities.

Staff turnover

We are proud of the fact that our staff turnover 
remains low in comparison to industry standards and 
that the period under review saw a further reduction in 
this area. The following cases of staff turnover were 
recorded in the reporting year:
• Number of resignations: 6 (compared to 10 in the 

2016/2017 financial year)
• Cases of normal retirement: 2
• Number of deaths: 1 

Vacancies 

For the period under review, the Human Capital 
department managed to lower the average number 
of vacant posts at any given time from approximately 
20 vacancies in 2016/2017 to approximately 10 
vacancies in 2017/2018. The turnaround time for 
filling vacancies also became shorter when compared 
to the previous year. 

Total Staff Complement
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TOTAL NUMBER OF STAFF AS AT 
END JUNE 2018

310
AA 
PROFILE

Number 
of staff 
as at 

30 June 
2018

Racially 
Disadvantaged 

Male (RDM)

Racially 
Disadvantage 
Female (RDF)

Racially 
Advantaged 
Male (RAM)

Racially 
Advantage 

Female 
(RAF)

Non 
Namibian       

Male

Non 
Namibian 
Female

Permanent 
staff

299 179 100 10 9 1 0

Fixed Term 
Contracts 
& Trainees

11 3 8 0 0 0 0

TOTAL 310 182 108 10 9 1 0
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Organisational development

We are committed to continual investment in 
the development of our employees capabilities 
and in creating platforms for growth. Business 
performance is elevated to higher levels through 
capacity development initiatives.  These in turn, drive 
performance excellence and form a basis for employee 
retention and advancement within the company.

During the reporting year, various initiatives were 
implemented to promote raising the standard of 
empowerment and development in our workforce.

A total amount of N$5 million was invested in training 
and organisational development initiatives during the 
reporting year.

Labour relations

Sound labour relations continued to be an important 
area of focus during the reporting period. We strive to 
maintain harmonious relations with our workforce and 
their representative union. About 67 percent of our 
employees are members of the Mine Workers Union 
of Namibia (MUN). 

Company/Union meetings continue to offer a valuable 
platform for open discussion regarding labour-related 
matters. This platform has raised important issues 
and explores alternative solutions of mutual benefit.

Erongo RED continues to enjoy a healthy disciplinary 
record, with the average number of disciplinary cases 
per annum dropping from five in 2016/2017 to two 
in 2017/2018. A culture of discipline is continuously 
cultivated within the company, supported by 
performance management system and sound 
disciplinary policies and procedures. The company 

provides disciplinary training interventions on a 
continual basis in order to create awareness and to 
provide direction concerning the effective handling of 
disciplinary issues.

Corporate support

The provision of regular and accurate information by 
the company to its stakeholders and customers is 
a vital regulatory requirement. Equally crucial is the 
precise archiving and record keeping of all business-
related information, including internal notices.

The vision of the Records Management Unit is to 
devise a comprehensive and standardised method 
of organising and finding information that is valid and 
founded on integrity, while at the same time ensuring 
confidentiality and availability across the company. 
In essence, this means compiling information that is 
required to perform business functions, finding that 
information easily, and trusting that it is accurate.

The company’s framework for comprehensive 
information governance, the specification of decision 
rights and an accountability framework to ensure 
appropriate behaviour in the valuation, creation, 
storage, use, archiving and deletion of information is 
currently under review.
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Training and Development 2017/2018

These include the processes, rules and policies, 
standards and metrics that ensure the effective and 
efficient use of information, enabling Erongo RED to 
achieve its goals in respect of information governance 
and in compliance with the Archives Act, 1992 (Act 
No. 12 of 1992). For example, the Act specifies the 
archiving of all notices to customers and the public. 
Before archiving, however, all items to be filed need 
to be identified through the allocation of a reference 
code.

The Human Capital and Corporate Services Division 
continues to embrace new ways of working with 
documents and records so as to develop a culture of 
respect for information and knowledge management. 
Erongo RED’s success is dependent on information 
and the way we convert our information to knowledge 
will define the competitiveness of our business in the 
future.

Safety, Health, Environment and 
Wellness (SHEW)

Erongo RED believes that safety and efficient 
production go hand in hand. Hence, we are committed 
to maintaining a SHEW management system and 
acknowledge a moral, legal and financial responsibility 
for the safeguarding and well being of all persons who 
may in any way be affected by the activities of Erongo 
RED.

During the previous reporting period, the first SHEW 
Committee was established in line with statutory 
requirements. The committee is comprised of safety 
representatives from different business units. The 
functions of the committee are to record all SHEW 
incidents, to carry out necessary inspections on 
compliance and identify hazards, and to mitigate and 
recommend SHEW matters to the management team. 

Streamlining this section was a high priority during the 
year under review, and we continue to strategically 
mitigate the current labour-intensive processes and 
under-staffing challenges that the division faces. The 
period under review continued to focus on SHEW 
change management initiatives across the company 
to ensure compliance and awareness. 

Building and Security

The management, maintenance and security of 
Erongo RED’s properties and buildings are crucial 
to the sustainability of our business. The Building 
and Security Section must ensure an open, safe, 
professional, efficiently run, and well-maintained 
physical (properties) environment that contributes 
towards Erongo RED’s objectives.

The section further ensures that Erongo RED facilities 
and properties are accessible to authorised personnel 
and that they are in compliance with all legislative 
security requirements and regulations. In doing so, 
clear rules and regulations for the maintenance and 
protection of our buildings and properties, as well as 
for security and access, are set.

With regard to security, G4S provides guarding and 
security services in Areas 1 and 2 (Walvis Bay and 
Swakopmund), while smaller, independent security 
companies are engaged in Area 3 (the rest of the 
Erongo Region). Security companies also monitor 
the substations, ensuring the safety of employees, 
equipment, and the public. During the period under 
review, CCTV systems at all properties and pay-points 
were upgraded and guards continued to be posted in 
high risk areas as well as human interaction points 
across the region.

The transfer of legal ownership of properties (including 
substations) in the Erongo RED portfolio, which 
came under company management when electricity 
distribution was devolved from local authorities, 
remains a key focal area for the Building and Security 
Section.
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CORPORATE GOVERNANCE 

Erongo RED has not yet adopted integrated reporting, 
as recommended in the context of NamCode. However, 
it does endorse and accept the implementation of the 
principles of good corporate governance, as far as 
currently applicable to Erongo RED. As such, the Board 
and its committees strive to ensure that the company 
acts as a focal point for, and is the custodian of, 
corporate governance by functioning as a responsible 
corporate citizen.

Governance structure

Erongo RED’s governance structure is as follows: 

Composition of the Board

The Shareholders Agreement makes provision for the 
appointment of eight non-executive directors and an 
alternate director for each director. In addition to these 
provisions, the Chief Executive Officer serves as a ex-
officio member of the Board.

The Shareholders Agreement does not stipulate the 
period of the directors’ term of office. In accordance 
with good corporate governance principles, the Board 
Charter makes provision for a three-year term of 
office. Directors are eligible for re-appointment at the 
expiration of that term, but a member may not hold 
office for more than two consecutive terms.Board of Directors

Audit and Risk 
Management Committee

Remuneration and 
Nomination Committee

Executive Committee

Stakeholder Engagement 
Committee

Directors as at 30 June 2018 Role
Mr. TN Nambala Chairperson, Non-Executive Director
Mr. L //Garoeb Vice-Chairperson, Non-Executive Director
Mr. F Mbango Chief Executive Officer, Ex-officio Member
Mr. M Skini Non-Executive Director
Mr. EM Wetha Non-Executive Director
Mr. FA Hartzenberg Non-Executive Director
Ms. HM Gebhardt Non-Executive Director
Ms. YZN Nambahu Non-Executive Director
Mr. R Junias Non-Executive Director (Resigned)
Ms. A Nkosi Alternate to Mr. TN Nambala, Non-Executive Director
Mr. F Risuro Alternate to Mr. L //Garoeb, Non-Executive Director
Mr. RS Ochs Alternate to Mr. M Skini, Non-Executive Director
Ms. R Hoabes Alternate to Mr. EM Wetha, Non-Executive Director
Ms. LN Joel Alternate to Mr. FA Hartzenberg, Non-Executive Director
Mr. J Haipinge Alternate to Ms. HM Gebhardt, Non-Executive Director
Ms. NA Johannes Alternate to Ms. YZN Nambahu, Non-Executive Director
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Composition of Board Committees as at 
30 June 2018

All Board Committees have Terms of Reference 
approved by the Board. 

Audit and Risk Management Committee

The Audit and Risk Management Committee serves 
the Board by monitoring an effective internal control 
and risk management system. It operates within the 
framework of principles of good corporate governance. 

The committee is further mandated to assist the Board 
as follows:

• Review the financial reporting process, internal 
control and functioning of the audit process

• Manage areas of risk relevant to the company’s 
operations

• Monitor compliance with laws and regulations, 
articles of association and its own code of 
business conduct

• Evaluate management’s success in creating a 
‘control culture’, which management accomplishes 
by communicating the importance of internal 
control and risk management and ensuring 
that all employees understand their roles and 
responsibilities

• Review the philosophy, strategies and policies 
pertaining to risk as proposed by management 

• Ensure compliance with these policies and the 
overall risk profile of the company

• Prepare a work plan outlining issues for 
deliberation by the committee in the subsequent 
calendar year, ensuring coverage of matters 
outlined in its Terms of Reference

In the performance of these duties, the committee 
maintains a close working relationship with the Board 
of Directors, the executive management team as well 
as the internal and external auditors.

Remuneration and Nomination Committee

The Remuneration and Nomination Committee serves 
as an independent body that recommends policies 
regarding the remuneration of directors, executives 
and company staff. The committee plays a pivotal 
role in the appointment of the Chief Executive Officer, 
Executive Managers and the Company Secretary.

The committee is further mandated to assist the Board 
as follows:

• Determine whether the company’s remuneration 
policy motivates employees with incentives to 
perform to the best of their ability and, in a fair and 
responsible manner, rewards them for individual 
contributions to the success of the company

• Recommend fees to be paid to each director 
(fees confirmed by the Board are submitted at the 
Annual General Meeting for approval)

• Recommend and review Human Capital and 
Performance Management System policies

• Oversee the development of an induction 
programme for new directors

• Mentor inexperienced directors through a 
mentorship programme

• Prepare a work plan outlining issues for 
deliberation by the committee in the subsequent 
calendar year, ensuring coverage of matters 
outlined in its Terms of Reference

Stakeholder Engagement Committee

The Stakeholder Engagement Committee’s primary 
role is to provide the Board with policy-level advice 
regarding stakeholder issues that might affect the 
company. 

The committee is further mandated to assist the Board 
as follows:
• Develop a stakeholder engagement plan
• Create a framework to provide feedback to 

shareholders
• Create a platform for dialogue with stakeholders
• Engage with local, regional and central 

governments to deal with stakeholder issues
• Prepare a work plan outlining issues for 

deliberation by the committee in the subsequent 
calendar year, ensuring coverage of matters 
outlined in its Terms of Reference

Composition of Board Committees as at 
30 June 2018

Audit and Risk Management Committee
Mr. FA Hartzenberg (Chairperson)
Mr. M Skini
Ms. YZN Nambahu

Remuneration and Nomination Committee
Mr. L //Garoeb (Chairperson)
Mr. EM Wetha
Ms. HM Gebhardt

Stakeholder Engagement Committee
Mr. EM Wetha (Chairperson)
Mr. L //Garoeb
Ms. HM Gebhardt

Attendance at Board Meetings

A record of attendance at Board meetings is provided 
in the table below. Directors also attend project board 
meetings, which are mandated to:

• Approve capital expenditure budgets and projects
• Receive and vet progress reports prepared for 

capital projects
• Award tenders exceeding N$5 million in accordance 

with the Erongo RED Procurement Policy

ATTENDANCE REGISTER OF BOARD AND COMMITTEE MEETINGS FOR THE YEAR ENDED 30 JUNE 2018
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TN Nambala Chairperson 4 / 4 4 / 4 Chairperson 4 / 4 1 / 1 * * * * * *
L //Garoeb Director 4 / 4 4 / 4 Director 4 / 4 1 / 1 * * Chair-

person
6 / 6 Member 2 / 2

FA Hartzenberg Director 1 / 4 1 / 4 Director 2 / 4 0 / 1 Chair-
person 

2 / 4 * * * *

EM Wetha Director 4 / 4 4 / 4 Director 4 / 4 1 / 1 * * Member 6 / 6 Chair-
person

2 / 2

M Skini Director 4 / 4 4 / 4 Director 4 / 4 1 / 1 Member 4 / 4 * * * *
H Gebhardt Director 4 / 4 4 / 4 Director 4 / 4 1 / 1 * * Member 6 / 6 Member 2 / 2
YZN Nambahu Director 3 / 4 3 / 4 Director 3 / 4 1 / 1 Member 2 / 4 * * * *
R Junias Director 1 / 4 1 / 4 Director 3 / 4 1 / 1 * 3 / 4 * * * *
NA Johannes 
(Alternate to Ms 
YZN Nambahu)

Alternate 
Director

3 / 4 3 / 4 Alternate 
Director

1 / 4 0 / 1 * 1 / 4 * * * *

A Nkosi (Alternate 
to Mr Nambala)

Alternate 
Director

* * Alternate 
Director

* * * * * * * *

LN Joel (Alternate 
to Mr Hartzenberg)

Alternate 
Director

3 / 4 3 / 4 Alternate 
Director

2 / 4 1 / 1 * * * * * *

F Risuro (Alternate 
to Mr //Garoeb)

Alternate 
Director

* * Alternate 
Director

* * * * * * * *

J Haipinge 
(Alternate to Ms 
Gebhardt)

Alternate 
Director

* * Alternate 
Director

* * * * * * * *

R //Hoabes 
(Alternate to Mr 
Wetha)

Alternate 
Director

* * Alternate 
Director

* * * * * * * *

RS Ochs 
(Alternate to Mr 
Skini)

Alternate 
Director

* * Alternate 
Director

* * * * * * * *

F Mbango Ex-officio 
Member

4 / 4 4 / 4 Ex-officio 
Member

4 / 4 1 / 1 * 3 / 4 * 5 / 6 * 1 / 2

* The individual is not a member of the board or sub-committee
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Development of Directors

The development of directors occurs in three stages 
namely induction, mentorship and training. The 
induction process familiarises new directors with the 
operations of Erongo RED and the industry in which it 
operates. A mentorship programme for newly appointed 
directors was developed and awaits Board approval.

The Board approved a directors development 
programme for the year under review. Training sessions 
were conducted in-house or by external service 
providers. To improve Board effectiveness, areas for 
further development were identified.

The table above shows number of training sessions that 
were conducted during the period under review.

Board Evaluation

PriceWaterHouseCoopers (PwC) conducted a Board 
evaluation during the period under review. This was done 
to assess the performance of the Board, its committees, 
individual directors, the Chief Executive Officer and the 
Company Secretary. The evaluation was presented to 
the shareholders at the Annual General Meeting.

The key focus areas of the Board evaluation includes 
assessing the following among others:

• The effectiveness of the Board with regard to 
composition, diversity of skills, conduct of meetings 
and administration, adequacy of management 
information and the quality of decision making, 
among others

• Board committee leadership, teamwork and 
management relations, meetings, roles and 
responsibilities

• Individual member leadership, commitment, 
participation, knowledge, skills, ethics and integrity

* - training interventions attended

Board of Directors Development Plan (DDP) 2017/2018

Name Corporate 
Governance

Executive 
Development 
Programme

Disciplinary 
Hearing

Public 
Speaking

Risk 
Assessment

Business 
Sustainability 
Management

Mr. TN Nambala * *
Mr. L //Garoeb Did not attend any training interventions during the year under review
Mr. FA Hartzenberg * *
Mr. EM Wetha *
Ms. YZN Nambahu *
Ms. H Gebhardt * *
Ms. N Johannes *
Mr. M Skini Did not attend any training interventions during the year under review
Ms. L Joel *

Conflict of Interest

Directors and employees are required to avoid 
situations in which their personal interests are or may be 
perceived to be, in conflict with Erongo RED’s interests. 
Directors and staff are required to disclose promptly any 
case in which such a conflict might arise. The Company 
Secretary should be advised in compliance with 
legislation and internal policies. Directors do not vote 
on matters wherein their personal interests or perceived 
interests are under deliberation. They are excused from 
meetings in which agenda items that discuss such 
interests are tabled.

Company Secretary

Until 1 May 2018, Ms. Thandi Paulette !Gaoses served 
as the Company Secretary/Legal Advisor. She played a 
vital role in the governance of the company, providing 
support and guidance in relevant matters. The position 
remained vacant for the remainder of the period 
under review. Ms.  Alta Smit was appointed as Acting 
Secretary for the remainder of the period under review. 
She was afforded access to the company’s resources 
in order to execute her duties effectively. In order to 
ensure her independence, she was not a member of 
the Board of Directors and was required to maintain an 
arm’s length relationship with the Board. All directors 
have unrestricted access to the Company Secretary.

Internal Audit

Until 1 May 2018, Ms. Karin Andima served Erongo 
RED in the capacity of Internal Auditor. Ms. Michelle 
Maartens was appointed as the new Internal Auditor. 
In the context of her function, she reported to the 
Audit and Risk Management Committee, while 
administratively she reported to the Chief Executive 
Officer. The internal audit function, which is fully 
endorsed in the company’s Internal Audit Charter, 
performs an independent appraisal activity with the full 
cooperation of the Board and management. Internal 
auditing assists the organisation to reach objectives 
by bringing a systematic and disciplined approach 
to evaluating and improving the effectiveness of the 
risk management, control and governance processes. 
The internal audit activity governs itself by adhering 
to guidance from the Institute of Internal Auditors, 
which includes the Definition of Internal Auditing, the 
Code of Ethics and the International Standards for 
the Professional Practice of Internal Auditing. The 
guidance is mandatory for the practice of internal 
auditing and is crucial to evaluating the effectiveness 
of the internal audit activity’s performance.

Annual General Meeting

Comprehensive information and facilities are available 
to shareholders to help them prepare for attendance 
at the Annual General Meeting. The AGM for the year 
under review was held in March 2019. The Chairman of 
the Board, chairpersons of committees and the external 
auditor were prepared to respond to potential questions 
from shareholders at the meeting. 

Financial Statements

The company directors monitor the preparation of and 
approve the Annual Financial Statements to ensure 
that they are a fair representation of Erongo RED’s 
financial position at the end of a financial year. The 
independent auditors, Deloitte & Touche, evaluate the 
Annual Financial Statements and express their opinion 
on the fair presentation of the company’s financial 
statements. The company bases its statements on 
relevant accounting policies, applied consistently and 
supported by reasonable judgements and estimates.

The Annual Financial Statements for the financial year 
2017/2018 were audited by Deloitte & Touche. Erongo 
RED affirms that the auditors observed the most 
stringent professional ethics and conducted the audit 
independent of influence from Erongo RED. The Audit 
and Risk Management Committee has confirmed the 
independence of the external auditors for the reporting 
period.
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DIRECTORS’ 
RESPONSIBILITIES 
AND APPROVAL Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

Directors’ Responsibilities and Approval

The Directors are required in terms of the Namibian 
Companies Act, No 28 of 2004 to maintain adequate 
accounting records and are responsible for the content 
and integrity of the annual financial statements and 
related financial information included in this report. It is 
their responsibility to ensure that the annual financial 
statements fairly present the state of affairs of the 
company as at the end of the financial year and the 
results of its operations and cash flows for the period 
then ended, in conformity with International Financial 
Reporting Standards. The external auditor is engaged 
to express an independent opinion on the annual 
financial statements.

The annual financial statements are prepared in 
accordance with International Financial Reporting 
Standards and are based upon appropriate accounting 
policies consistently applied and supported by 
reasonable and prudent judgements and estimates.

The Directors acknowledge that they are ultimately 
responsible for the system of internal financial control 
established by the company and place considerable 
importance on maintaining a strong control environment. 
To enable the directors to meet these responsibilities, 
the directors set standards for internal control aimed 
at reducing the risk of error or loss in a cost effective 
manner. The standards include the proper delegation 
of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate 
segregation of duties to ensure an acceptable level 
of risk. These controls are monitored throughout the 
company and all employees are required to maintain 
the highest ethical standards in ensuring the company’s 
business is conducted in a manner that in all reasonable 
circumstances is above reproach. The focus of 
risk management in the company is on identifying, 
assessing, managing and monitoring all known forms of 
risk across the company. While operating risk cannot be 
fully eliminated, the company endeavours to minimise 
it by ensuring that appropriate infrastructure, controls, 
systems and ethical behaviour are applied and managed 
within predetermined procedures and constraints.

The Directors are of the opinion, based on the 
information and explanations given by management, 
that the system of internal control provides reasonable 
assurance that the financial records may be relied on 
for the preparation of the annual financial statements. 
However, any system of internal financial control can 
provide only reasonable, and not absolute, assurance 
against material misstatement or loss.

The Directors have reviewed the company’s cash flow 
forecast for the year to 30 June 2019 and, in light of 
this review and the current financial position, they are 
satisfied that the company has access to adequate 
resources to continue in operational existence for the 
foreseeable future.

The external auditor is responsible for independently 
auditing and reporting on the company’s annual 
financial statements.

The annual financial statements have been examined 
by the company’s external auditor and their report is 
presented on pages 66 to 67.

The annual financial statements set out on pages 68 to 
104, which have been prepared on the going concern 
basis, were approved by the directors and were signed 
on their behalf by:

________________________
Director 

________________________    
Director

Walvis Bay
Date: 08 March 2019 
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INDEPENDENT AUDITOR’S REPORT 
TO THE SHAREHOLDERS OF ERONGO 
REGIONAL ELECTRICITY DISTRIBUTOR 
COMPANY (PROPRIETARY) LIMITED

Opinion

We have audited the financial statements of Erongo 
Regional Electricity Distributor Company (Proprietary) 
Limited (“the Company”) set out on pages 68 to 102, 
which comprise the directors’ report, the statement of 
financial position as at 30 June 2018, and the statement 
of profit or loss and other comprehensive income, the 
statement of changes in equity and the statement of 
cash flows for the year then ended, and the notes to the 
financial statements, including a summary of significant 
accounting policies.

In our opinion, the financial statements present fairly, 
in all material respects, the financial position of Erongo 
Regional Electricity Distributor Company (Proprietary) 
Limited as at 30 June 2018 and its financial performance 
and cash flows for the year then ended in accordance 
with International Financial Reporting Standards 
(IFRSs) and the requirements of the Companies Act of 
Namibia.

Basis for Opinion

We conducted our audit in accordance with International 
Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor’s 
Responsibilities for the audit of the Financial Statements 
section of our report. We are independent of the entity 
in accordance with the independence requirements 
applicable to performing audits of financial statements 
in Namibia which is consistent with the International 
Ethics Standards Board for Accountants Code of Ethics 
for Professional Accountants (Part A and B) (IESBA 
Code). We have fulfilled our other ethical responsibilities 
in accordance with the requirements applicable to 

performing audits in Namibia. We believe that the audit 
evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion.

Other Matter

The financial statements of the Company for the year 
ended 30 June 2017 were audited by another auditor 
who expressed an unmodified opinion on those 
statements on 23 November 2017.

Other Information

The Directors are responsible for the other information. 
The other information comprises the directors’ 
responsibilities and approval and the detailed income 
statement on pages 103 - 104. The other information 
does not include the financial statements and our 
auditor’s report thereon. Our opinion on the financial 
statements does not cover the other information and 
we do not express an audit opinion or any form of 
assurance conclusion thereon.

In connection with our audit of the financial statements, 
our responsibility is to read the other information and, 
in doing so, consider whether the other information is 
materially inconsistent with the financial statements 
or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. If, based on the 
work we have performed, we conclude that there is a 
material misstatement of this other information, we are 
required to report that fact. We have nothing to report 
in this regard.

Responsibilities of the Directors for the Financial 
Statements

The Directors are responsible for the preparation and fair 
presentation of the financial statements in accordance 
with International Financial Reporting Standards and 
the requirements of the Companies Act of Namibia, 

INDEPENDENT 
AUDITOR’S REPORT Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

INDEPENDENT 
AUDITOR’S REPORT Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

and for such internal control as the directors determine 
is necessary to enable the preparation of financial 
statements that are free from material misstatement, 
whether due to fraud or error. 

In preparing the financial statements, the directors 
are responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, 
matters related to going concern and using the going 
concern basis of accounting unless the directors either 
intend to liquidate the Company or to cease operations, 
or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the 
Financial Statements

Our objectives are to obtain reasonable assurance 
about whether the financial statements as a whole 
are free from material misstatement, whether due 
to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs will always detect a 
material misstatement when it exists. Misstatements can 
arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of 
users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise 
professional judgement and maintain professional 
scepticism throughout the audit. We also:

• Identify and assess the risks of material 
misstatement of the financial statements, whether 
due to fraud or error, design and perform audit 
procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate 
to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of 
internal control.

• Obtain an understanding of internal control relevant 
to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control.

• Evaluate the appropriateness of accounting policies 
used and the reasonableness of accounting 
estimates and related disclosures made by the 
directors.

• Conclude on the appropriateness of the directors’ 

use of the going concern basis of accounting and 
based on the audit evidence obtained, whether 
a material uncertainty exists related to events or 
conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, 
we are required to draw attention in our auditor’s 
report to the related disclosures in the financial 
statements or, if such disclosures are inadequate, 
to modify our opinion. Our conclusions are based 
on the audit evidence obtained up to the date of 
our auditor’s report. However, future events or 
conditions may cause the Company to cease to 
continue as a going concern.

• Evaluate the overall presentation, structure and 
content of the financial statements, including the 
disclosures, and whether the financial statements 
represent the underlying transactions and events in 
a manner that achieves fair presentation.

We communicate with the directors regarding, among 
other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant 
deficiencies in internal control that we identify during 
our audit.

We also provide the directors with a statement that 
we have complied with relevant ethical requirements 
regarding independence, and to communicate with 
them all relationships and other matters that may 
reasonably be thought to bear on our independence, 
and where applicable, related safeguards.

Deloitte & Touche
Registered Accountants and Auditors
Chartered Accountants (Namibia)
Per: AT Matenda
Partner
Walvis Bay
15 March 2019
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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of Erongo Regional Electricity Distributor Company 
(Proprietary) Limited 
 
 
Opinion  
 
We have audited the annual financial statements of Erongo Regional Electricity Distributor 
Company (Proprietary) Limited (“the Company”) set out on pages 7 to 46, which comprise 
the directors’ report, the statement of financial position as at 30 June 2018, and the 
statement of profit or loss and other comprehensive income, the statement of changes in 
equity and the statement of cash flows for the year then ended, and the notes to the 
financial statements, including a summary of significant accounting policies. 
 
In our opinion, the financial statements present fairly, in all material respects, the financial 
position of Erongo Regional Electricity Distributor Company (Proprietary) Limited as at  
30 June 2018 and its financial performance and cash flows for the year then ended in 
accordance with International Financial Reporting Standards (IFRSs) and the requirements 
of the Companies Act of Namibia. 
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities 
for the audit of the Financial Statements section of our report. We are independent of the 
entity in accordance with the independence requirements applicable to performing audits of 
financial statements in Namibia which is consistent with the International Ethics Standards 
Board for Accountants Code of Ethics for Professional Accountants (Part A and B) (IESBA 
Code). We have fulfilled our other ethical responsibilities in accordance with the 
requirements applicable to performing audits in Namibia. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our opinion. 
  
Other Matter  
 
The financial statements of the Company for the year ended 30 June 2017 were audited by 
another auditor who expressed an unmodified opinion on those statements on 23 November 
2017. 
 
Other Information 
 
The directors are responsible for the other information. The other information comprises the 
directors’ responsibilities and approval and the detailed income statement on pages 47 to 
48. The other information does not include the financial statements and our auditor’s report 
thereon. Our opinion on the financial statements does not cover the other information and 
we do not express an audit opinion or any form of assurance conclusion thereon.  
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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of Erongo Regional Electricity Distributor Company 
(Proprietary) Limited 
 
 
Opinion  
 
We have audited the annual financial statements of Erongo Regional Electricity Distributor 
Company (Proprietary) Limited (“the Company”) set out on pages 7 to 46, which comprise 
the directors’ report, the statement of financial position as at 30 June 2018, and the 
statement of profit or loss and other comprehensive income, the statement of changes in 
equity and the statement of cash flows for the year then ended, and the notes to the 
financial statements, including a summary of significant accounting policies. 
 
In our opinion, the financial statements present fairly, in all material respects, the financial 
position of Erongo Regional Electricity Distributor Company (Proprietary) Limited as at  
30 June 2018 and its financial performance and cash flows for the year then ended in 
accordance with International Financial Reporting Standards (IFRSs) and the requirements 
of the Companies Act of Namibia. 
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities 
for the audit of the Financial Statements section of our report. We are independent of the 
entity in accordance with the independence requirements applicable to performing audits of 
financial statements in Namibia which is consistent with the International Ethics Standards 
Board for Accountants Code of Ethics for Professional Accountants (Part A and B) (IESBA 
Code). We have fulfilled our other ethical responsibilities in accordance with the 
requirements applicable to performing audits in Namibia. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our opinion. 
  
Other Matter  
 
The financial statements of the Company for the year ended 30 June 2017 were audited by 
another auditor who expressed an unmodified opinion on those statements on 23 November 
2017. 
 
Other Information 
 
The directors are responsible for the other information. The other information comprises the 
directors’ responsibilities and approval and the detailed income statement on pages 47 to 
48. The other information does not include the financial statements and our auditor’s report 
thereon. Our opinion on the financial statements does not cover the other information and 
we do not express an audit opinion or any form of assurance conclusion thereon.  
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REGIONAL ELECTRICITY DISTRIBUTOR COMPANY (PROPRIETARY) LIMITED  
(continued)
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Directors’ Report

1. BUSINESS AND OPERATIONS

The company is primarily engaged in the distribution 
and supply of electricity to commercial and residential 
customers and other related activities in the Erongo 
Region and operates principally in Namibia.

Background
The Erongo Regional Electricity Distributor Company 
(Pty) Ltd (Erongo RED) was established to distribute 
electricity in the Erongo Region. The company was 
formed by merging a number of electricity suppliers 
and distributors including the distribution and supply 
operations of the Arandis Town Council, Erongo Regional 
Council, Henties Bay Municipality, Karibib Municipality, 
Municipality of Walvis Bay, Omaruru Municipality, 
Swakopmund Municipality, Usakos Municipality, Uis 
Village Council and Nambia Power Corporation (Pty) Ltd 
(NamPower) in the Erongo Region. All of these individual 
distributors are the shareholders of Erongo RED.

Within the context of the Government’s National 
Development Plan, the Ministry of Mines and Energy 
formulated a White Paper on Energy Policy in 1998 
which, amongst others, provides for the rationalisation 
of the electricity distribution industry through the 
formation of regional electricity distributors as a means 
of improving service delivery and efficiency within the 
electricity sector.

The supply and distribution licenses came into force on 
1 August 2005 and shall continue in operation from the 
date of commencement for a period of 25 years, unless 
cancelled or transferred sooner under section 30 of the 
Electricity Act. In terms of section 21(1) of the Electricity 
Act No 4 of 2007, these licenses may be renewed upon 
expiration of the periods.

Erongo RED operates in a regulated environment, 
which means that the Electricity Control Board (ECB) 
approves tariff applications by licensees on an annual 
basis. The ECB is tasked with ensuring that none of 
the licensees in Namibia make excessive profits (i.e. 
protecting the interests of the consumer), while also 
ensuring the long-term sustainability of the entity 
providing the service.

2. FINANCIAL RESULTS

Review of financial results and activities
The financial statements have been prepared in 
accordance with International Financial Reporting 
Standards and the requirements of the Namibian 
Companies Act, No 28 of 2004. The accounting policies 
have been applied consistently compared to the prior 
year.

The company recorded an amount of N$ 94,436,785 net 
profit for the year ended 30 June 2018. This represents 
a decrease of 25% from the net profit of the prior year 
of N$ 126,348,258. The profit before tax amounts to 
N$ 149,376,896 for the current year, which is an 
increase of 53% from prior year of N$ 97 565 577.

Company revenue increased by 18% from 
N$ 1,187,418,456 (restated) in the prior year to 
N$ 1,406,087,474 for the year ended 30 June 2018 . The 
revenue includes donated assets of N$ 126,076,786 
(2017: N$ 68,962,550) received from developers and 
municipalities during the year which are non cash items. 
The classification changed from deferred revenue to 
revenue. Donated assets were incorrectly included 
in deferred revenue instead of revenue in previous 
financial years. The financial statements have been 
restated to correct the error. Refer to note 33 for further 
details.

Net cash available to the company decreased 
significantly due to a combination of a decrease in 
net cash from operating activities and an increase in 
investing activities. Further details are provided in the 
Statement of Cash Flows and the notes thereto.

3. DIVIDENDS

No dividends have been declared or paid to shareholders 
during the 2018 financial year (2017: N$ Nil).

4. MANAGEMENT BY THIRD PARTY

Erongo RED has a service level agreement with 
Business Connexion (Pty) Ltd which includes rental 
of software and other system expertise services. 
Mr. Theuns van Zyl is our direct contact person from 
Business Connexion (Pty) Ltd. The services carried out 
by the third party are mainly support functions of the 
financial system used by the organization.

5. DIRECTORS

The directors in office at the date of this report are as 
follows:
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Directors Nationality Appointment Resignation
TN Nambala Namibian 08 November 2012

FA Hartzenberg Namibian 15 October 2012

L //Garoeb Namibian 01 April 2013

EM Wetha Namibian 12 June 2012

M Skini Namibian 03 January 2013

H Gebhardt Namibian 02 February 2016

YZN Nambahu Namibian 02 May 2016

R Junias Namibian 06 November 2012 19 September 2017
A Nkosi (Alternate to TN Nambala) Namibian 18 September 2014

LN Joel (Alternate to FA Hartzenberg) Namibian 08 November 2012

NA Johannes (Alternate to R Junias) Namibian 08 November 2012

F Risuro (Alternate to L //Garoeb) Namibian 17 November 2014

J Haipinge (Alternate to H Gebhardt) Namibian 16 November 2015

RS Ochs (Alternate to M Skini) Namibian 07 December 2015

R Hoabes (Alternate to E Wetha) Namibian 08 August 2016

6. REGISTERED OFFICE

91 Hage Geingob Street
P.O.Box 2925
Walvis Bay
Namibia

7. AUTHORISED AND ISSUED SHARE 
CAPITAL

There have been no changes to the authorised or 
issued share capital during the year under review.

8. EVENTS AFTER REPORTING PERIOD

No events occurred since year-end which have a 
material effect on the financial statements.

9. GOING CONCERN

The annual financial statements have been prepared 
on the basis of accounting policies applicable to a 
going concern. This basis presumes that funds will 
be available to finance future operations and that 
the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in 
the ordinary course of business.

10. SECRETARY

The acting Company secretary at 30 June 2018 is Miss 
Alta Smit.

At year end, Miss Alta Smit was appointed as acting 
company secretary and Mrs. T !Gaoses was deregistered 
on 01 May 2018. Subsequent to that Ms Kaulikalelwa 
Nghishitende has been appointed as the new Company 
secretary. A new CM 29 form was submitted to the office 
of the registrar and is in the process of being finalised.

Postal address:   P.O. Box 2925
   Walvis Bay
   Namibia

Business address:  91 Hage Geingob Street
   Walvis Bay
   Namibia

11. AUDITORS

Deloitte & Touche were appointed as auditors in the 
current financial year in accordance with section 278 
(1) of the Companies Act.

12. PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment during the financial 
year amounted to N$ 1,015,267,128 (2017: N$ 842 753 
363) (2016: N$ 701, 624, 579). The intangible assets 
during the year amounted to N$ 105,438,834 (2017: 
N$ 110,679,375) (2016: N$ Nil). Refer to notes 2 and 
3 respectively.

Directors’ Report  (continued)
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Statement of Financial Position as at 30 June 2018

  2018  2017  2016
   Restated *  Restated *
 Note(s)  N$  N$  N$
Assets
Non-Current Assets
Property, plant and equipment  2  1 015 267 128  842 753 363  701 624 579
Intangible assets  3  105 438 834  110 679 375  -
Prepayments  5  303 699 250  314 323 692  245 833 692
  1 424 405 212  1 267 756 430  947 458 271

Current Assets
Trade and other receivables  4  252 350 593  231 304 096  170 252 698
Prepayments  5  83 117 425  -  118 058 000
Cash and cash equivalents  6  54 942 881  111 407 751  104 380 194
Other financial assets  7  38 425  6 851 961  98 100 374
Current tax receivable  8  17 153 712  17 153 712  17 153 712
  407 603 036  366 717 520  507 944 978
Total Assets   1 832 008 248  1 634 473 950  1 455 403 249

Equity and Liabilities
Equity
Share capital  9  12 500 000  12 500 000  12 500 000
Reserves   489 339 127  473 044 927  452 323 552
Retained income   336 840 894  258 698 309  153 071 426
  838 680 021  744 243 236  617 894 978
Liabilities
Non-Current Liabilities
Other financial liabilities  10  204 039 654  230 709 023  254 148 565
Finance lease liabilities  11  9 729 274  3 668 596  1 651 337
Prepayments  5  205 874 257  227 613 387  227 613 387
Deferred income  12  53 413 344  55 467 705  57 522 063
Deferred tax  13  139 053 181  84 113 071  112 895 750
Post employement benefit obligation  14  11 225 000  7 376 000  6 500 000
  623 334 710  608 947 782  660 331 102
Current Liabilities
Other financial liabilities  10  26 616 572  21 573 986  16 254 258
Finance lease liabilities  11  4 265 456  1 620 884  1 455 822
Deferred income  12  2 054 360  2 054 360  2 054 360
Prepayments  5  21 739 130  -  -
Trade and other payables  15  291 157 480  256 033 702  157 412 729
Cash and cash equivalents  6  24 160 519  -  -
  369 993 517  281 282 932  177 177 169
Total Liabilities   993 328 227  890 230 714  837 508 271
Total Equity and Liabilities   1 832 008 248  1 634 473 950  1 455 403 249

STATEMENT OF 
FINANCIAL POSITION Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

STATEMENT OF PROFIT 
OR LOSS AND OTHER 
COMPREHENSIVE INCOME

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

Statement of Profit or Loss and Other Comprehensive Income

   2018  2017
    Restated *   
  Note(s)  N$  N$

Revenue   16  1 406 087 474  1 187 418 456
Cost of sales   18  (1 049 595 372)  (892 826 867)
Gross profit    356 492 102  294 591 589
Other operating income  17 3 344 839  1 239 707
Other operating expenses    (187 880 956)  (180 535 630)
Operating profit   19  171 955 985  115 295 666
Finance Income   20  6 652 028  11 514 516
Finance costs   21  (29 231 117)  (29 244 605)
Profit before taxation    149 376 896  97 565 577
Taxation   22  (54 940 111)  28 782 681
Profit for the year    94 436 785  126 348 258
Other comprehensive income    -  -
Total comprehensive income for the year    94 436 785  126 348 258
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STATEMENT OF 
CASH FLOWS Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

Statement of Cash Flows

   2018  2017
    Restated *   
  Note(s)  N$  N$

Cash flows from operating activities

Cash generated from operations   24  43 713 500  59 611 140
Interest income   20  6 652 028  11 514 516
Finance costs   21  (29 231 117)  (29 244 605)
Net cash from operating activities    21 134 411  41 881 051

Cash flows from investing activities

Purchase of property, plant and equipment   25  (86 094 758)  (102 466 714)
Sale of property, plant & equipment    119 101  -
Movement in prepayments   25  -  (4 365 000)
Movement in financial assets    6 813 536  91 248 413
Net cash to investing activities    (79 162 121)  (15 583 301)

Cash flows from financing activities

Movement in financial liabilities    (21 626 783)  (18 119 818)
Finance lease payments    (970 896)  (1 150 375)
Net cash to financing activities    (22 597 679)  (19 270 193)

Total cash movement for the year    (80 625 389)  7 027 557
Cash at the beginning of the year    111 407 751  104 380 194
Total cash and cash equivalents at end of the year  6  30 782 362  111 407 751
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1. Basis of preparation

The annual financial statements have been prepared 
in accordance with International Financial Reporting 
Standards (“IFRS”) and the Namibian Companies 
Act, No 28 of 2004. The annual financial statements 
have been prepared on the historical cost basis, 
except for accounting for financial assets at fair value 
through profit and loss, and incorporate the principal 
accounting policies set out below. The annual financial 
statements are presented in Namibia Dollar.

The company has consistently applied the accounting 
policies to all periods presented in these annual 
financial statements except for the application of 
International Financial Reporting Interpretations 
Committee (IFRIC18) to donated assets previously 
accounted for under IAS 20 and application of new or 
revised statements and interpretations implemented 
during the year. The nature and effect of new standards 
and interpretations are discussed in note 35.

1.1 Significant judgements and sources of 
estimation uncertainty

The preparation of the annual financial statements 
require management to make judgements, estimates 
and assumptions that affect the reported amounts 
of revenues, expenses, assets and liabilities, and 
the accompanying disclosures, and the disclosure 
of contingent liabilities at the date of the annual 
financial statements. Estimates and assumptions 
are continuously evaluated and are based on 
management’s experience and other factors, including 
expectations of future events that are believed to be 
reasonable under the circumstances. Uncertainty 
about these assumptions and estimates could result 
in outcomes that require a material adjustment to the 
carrying amount of assets or liabilities in future periods.

In particular, the company has identified the following 
areas where significant judgements, estimates and 
assumptions are required. These include:

(i) Judgements in applying the company’s accounting 
policies

Accounting for – Arandis Plant

The Power Purchase Agreement (“PPA”) between 
Erongo RED and OLC Arandis Solar Energy 
(Proprietary) Limited (“OLC Arandis”) was the first 
of its kind to be entered into by the former. The 
determination of the correct accounting treatment for 
the contract was complex and required management 
to make significant judgements around which IFRS 
is applicable to the PPA. The following literature was 
considered:

• IAS 38, Intangible assets;
• IAS 17, Leases;
• IFRIC 4, Determining whether an arrangement 

contains a lease;
• IFRS 16, Leases;
• IAS 39, Financial Instruments: Recognition and 

Measurement; and
• Technical guidance available on the accounting for 

PPAs.

The key judgement management considered was 
whether Erongo RED had control over the Arandis 
power plant or not i.e. whether substantially all the 
risks and rewards associated with ownership of the 
Arandis power plant transfer to the company or not.

Management have determined that the company does 
not have control over the Arandis power plant and thus 
substantially all the risks and rewards associated with 
ownership of the power plant do not transfer to the 
company.

As a result, management have accounted for the PPA 
as an executory contract i.e. recognise the cost of 
purchasing electricity from the PPA as cost of sales in 
the statement of comprehensive income.

Prepayments for Bulk Upgrades

The company recognizes prepayments relating to Bulk 
Upgrades as current or non-current assets depending 
on the expected completion date of the upgrade. 
These are capitalized as intangible assets once the 
upgrades are completed.

The company applied judgement in determining the 
classification of prepayments made to NamPower 
for the bulk upgrades. In carrying out this exercise, 
the expected completion date of the upgrades were 
taken into consideration. The company determined 
that these prepayments will be classified under current 
or non-current assets based on the expected time of 
completion of the upgrades. Upgrades expected to be 
completed within 12 months are classified as current 
and upgrades expected to be completed past 12 
months are classified as non- current.

Invoices received from NamPower for bulk upgrades 
outstanding at year end are accounted for as 
prepayments.

The company also receives income in advance from 
customers for network connections. The upfront 
payments and income received in advance are classified 
as either non-current or current based on the duration of 
the period in which they are expected to realise.

ACCOUNTING 
POLICIES Erongo Regional Electricity Distributor Company (Proprietary) Limited

(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

ACCOUNTING 
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Item Depreciation 
method

Average 
useful life

Buildings Straight line 25-50 years
Plant and 
machinery

Straight line 5-20 years

Motor vehicles Straight line 5-10 years
Office and 
computer 
equipment

Straight line 5-30 years

Distribution 
network assets

Straight line 5-50 years

(ii) Key sources of estimation uncertainty

The company makes estimates and assumptions 
concerning the future. The resulting accounting 
estimates will by definition seldom equal the related 
actual results. The following significant estimates and 
assumptions were made by the company.

Allowance for doubtful debts

The company assesses its trade receivables for 
impairment at each reporting date. In determining 
whether an impairment loss should be recorded in the 
profit or loss, the company makes certain judgements 
and assumptions as to whether there is observable 
data indicating an expected decrease in the estimated 
future cash flows from a financial asset.

Based on past experience, the company has little 
prospects of collecting debts outstanding over 90 
days that have had no payments recorded during 
the financial year. An allowance is raised on the total 
outstanding balance of such debtors.

For amounts due to the company, significant financial 
difficulties of the debtor,probability that the debtor 
will enter bankruptcy and default of payments are all 
considered indicators of impairment.

1.2 Property, plant and equipment

Property, plant and equipment are tangible assets 
which the company holds for its own use or for rental 
to others and which are expected to be used for more 
than one year.

An item of property, plant and equipment is recognised 
as an asset when it is probable that future economic 
benefits associated with the item will flow to the 
company, and the cost of the item can be measured 
reliably.

Property, plant and equipment is initially measured 
at cost. Cost includes all of the expenditure which is 
directly attributable to the acquisition or construction 
of the asset, including the capitalisation of borrowing 
costs on qualifying assets and adjustments in respect 
of hedge accounting, where appropriate.

Expenditure incurred subsequently for major services, 
additions to or replacements of parts of property, plant 
and equipment are capitalised if it is probable that future 
economic benefits associated with the expenditure will 
flow to the company and the cost can be measured 
reliably. Day to day servicing costs are included in profit 
or loss in the year in which they are incurred.

Property, plant and equipment is subsequently stated 

at cost less accumulated depreciation and any 
accumulated impairment losses.

Land and capital - work in progress are not depreciated. 
Property, plant and equipment are depreciated on the 
straight line basis over their expected useful lives to 
their estimated residual value.

The useful lives of items of property, plant and 
equipment have been assessed as follows:

Major spare parts and stand by equipment which are 
expected to be used for more than one period are 
included in the cost of property, plant and equipment. 
In addition, spare parts and stand by equipment which 
can only be used in connection with an item of property, 
plant and equipment are accounted for as property, 
plant and equipment.

The residual value, useful life and depreciation method 
of each asset are reviewed and adjusted if appropriate 
at the end of each reporting period. If the expectations 
differ from previous estimates, the change is accounted 
for as a change in accounting estimate.

Each part of an item of property, plant and equipment 
with a cost that is significant in relation to the total cost 
of the item is depreciated separately.

The depreciation charge for each year is recognised 
in profit or loss unless it is included in the carrying 
amount of another asset.

The gain or loss arising from the derecognition of 
an item of property, plant and equipment is included 
in profit or loss when the item is derecognised. The 
gain or loss arising from the derecognition of an item 
of property, plant and equipment is determined as 
the difference between the net disposal proceeds, if 
any and the carrying amount of the item. An asset’s 
carrying amount is written down immediately to its 
recoverable amount if the asset’s carrying amount is 
greater than estimated recoverable amount.

1.1 Significant judgements and sources of 
estimation uncertainty (continued)
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1.3 Intangible assets

An intangible asset is recognised when:
• it is probable that the expected future economic 

benefits that are attributable to the asset will flow to 
the entity; and

• the cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

Expenditure on research (or on the research phase of an 
internal project) is recognised as an expense when it is 
incurred.

An intangible asset arising from development (or from the 
development phase of an internal project) is recognised 
when:
• it is technically feasible to complete the asset so that it 

will be available for use or sale.
• there is an intention to complete and use or sell it.
• there is an ability to use or sell it.
• it will generate probable future economic benefits.
• there are available technical, financial and other 

resources to complete the development and to use or 
sell the asset.

• the expenditure attributable to the asset during its 
development can be measured reliably.

Intangible assets are carried at cost less any accumulated 
amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite 
useful life when, based on all relevant factors, there is 
no foreseeable limit to the period over which the asset is 
expected to generate net cash inflows. Amortisation is not 
provided for these intangible assets, but they are tested for 
impairment annually and whenever there is an indication 
that the asset may be impaired. For all other intangible 
assets amortisation is provided on a straight line basis over 
their useful life.

The amortisation period and the amortisation method for 
intangible assets are reviewed every period-end.

Reassessing the useful life of an intangible asset with 
a finite useful life after it was classified as indefinite is an 
indicator that the asset may be impaired. As a result the 
asset is tested for impairment and the remaining carrying 
amount is amortised over its useful life.

Internally generated brands, mastheads, publishing titles, 
customer lists and items similar in substance are not 
recognised as intangible assets.

Amortisation is provided to write down the intangible assets, 
on a straight line basis, to their residual values as follows:

Item    Useful life
Right-of-use   10 years

1.4 Financial instruments

Classification

The company classifies financial assets and financial 
liabilities into the following categories:
• Financial assets at fair value through profit or loss - 

designated
• Loans and receivables
• Available-for-sale financial assets
• Financial liabilities at fair value through profit or loss - 

designated
• Financial liabilities measured at amortised cost

Classification depends on the purpose for which the 
financial instruments were obtained / incurred and takes 
place at initial recognition. Classification is re-assessed on 
an annual basis, except for derivatives and financial assets 
designated as at fair value through profit or loss, which shall 
not be classified out of the fair value through profit or loss 
category.

Initial recognition and measurement

Financial instruments are recognised initially when the 
company becomes a party to the contractual provisions of 
the instruments.

For financial instruments which are not at fair value through 
profit or loss, transaction costs are included in the initial 
measurement of the instrument.

Transaction costs on financial instruments at fair value 
through profit or loss are recognised in profit or loss.

Subsequent measurement

Financial instruments at fair value through profit or loss are 
subsequently measured at fair value, with gains and losses 
arising from changes in fair value being included in profit or 
loss for the period.

Loans and receivables are subsequently measured at 
amortised cost, using the effective interest method, less 
accumulated impairment losses.

Available-for-sale financial assets are subsequently 
measured at fair value. This excludes equity investments for 
which a fair value is not determinable, which are measured 
at cost less accumulated impairment losses.

Financial liabilities at amortised cost are subsequently 
measured at amortised cost, using the effective interest 
method. 

Derecognition

Financial assets are derecognised when the rights to 
receive cash flows from the investments have expired or 
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have been transferred and the company has transferred 
substantially all risks and rewards of ownership.

Impairment of financial assets

At each reporting date, the company assesses all financial 
assets, other than those at fair value through profit or loss, 
to determine whether there is objective evidence that 
a financial asset or group of financial assets has been 
impaired.

For amounts due to the company, significant financial 
difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered 
indicators of impairment.

Impairment losses are recognised in profit or loss.

Impairment losses are reversed when an increase in 
the financial asset’s recoverable amount can be related 
objectively to an event occurring after the impairment 
was recognised, subject to the restriction that the carrying 
amount of the financial asset at the date that the impairment 
is reversed shall not exceed what the carrying amount 
would have been had the impairment not been recognised.

Reversals of impairment losses are recognised in profit or 
loss except for equity investments classified as available-
for-sale.

Impairment losses are also not subsequently reversed for 
available-for-sale equity investments which are held at cost 
because fair value was not determinable.

Where financial assets are impaired through use of an 
allowance account, the amount of the loss is recognised in 
profit or loss within operating expenses. When such assets 
are written off, the write off is made against the relevant 
allowance account. Subsequent recoveries of amounts 
previously written off are credited against operating 
expenses.

Loans to shareholders, directors, managers and 
employees

These financial assets are classified as loans and 
receivables.

Trade and other receivables

Trade receivables are measured at initial recognition at 
fair value, and are subsequently measured at amortised 
cost using the effective interest rate method. Appropriate 
allowances for estimated irrecoverable amounts are 
recognised in profit or loss when there is objective evidence 
that the asset is impaired. Significant financial difficulties of 
the debtor, probability that the debtor will enter bankruptcy 
or financial reorganisation, and default or delinquency in 
payments are considered indicators that the trade receivable 

is impaired. The allowance recognised is measured as the 
difference between the asset’s carrying amount and the 
present value of estimated future cash flows discounted at 
the effective interest rate computed at initial recognition.
Trade and other receivables are classified as loans and 
receivables.

Prepayments

The company made upfront payments to the supplier 
for the bulk upgrades of the network. The company also 
receives income in advance from customers for network 
connections. The upfront payments and income received 
in advance are classified as either non-current or current 
based on the duration of the period in which they are 
expected to realise.

Trade and other payables

Trade payables are initially measured at fair value, and 
are subsequently measured at amortised cost, using the 
effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and 
demand deposits, and other short-term highly liquid 
investments that are readily convertible to a known amount 
of cash and are subject to an insignificant risk of changes 
in value. These are initially and subsequently recorded at 
fair value.

Restricted cash is included in cash and cash equivalents.

Bank overdrafts are included within current liabilities on the 
statement of financial position.

1.5 Income Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent 
unpaid, recognised as a liability. If the amount already paid 
in respect of current and prior periods exceeds the amount 
due for those periods, the excess is recognised as an asset.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary 
differences, except to the extent that the deferred tax liability 
arises from the initial recognition of an asset or liability in 
a transaction which at the time of the transaction, affects 
neither accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible 
temporary differences to the extent that it is probable that 
taxable profit will be available against which the deductible 
temporary difference can be utilised. A deferred tax asset 
is not recognised when it arises from the initial recognition 
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of an asset or liability in a transaction at the time of the 
transaction, affects neither accounting profit nor taxable 
profit (tax loss).

Deferred tax assets and liabilities are measured at the tax 
rates that are expected to apply to the period when the 
asset is realised or the liability is settled, based on tax rates 
(and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period.

Income Tax expenses

Current tax and deferred taxes are recognised in the same 
component of total comprehensive income (i.e continuing 
operations, discounted operations, or other comprehensive 
income) or equity as the transaction or other event that 
resulted in the tax expense.

1.6 Leases

A lease is classified as a finance lease if it transfers 
substantially all the risks and rewards incidental to 
ownership. A lease is classified as an operating lease if 
it does not transfer substantially all the risks and rewards 
incidental to ownership.

Finance leases – lessee

Finance leases are recognised as assets and liabilities in 
the statement of financial position at amounts equal to the 
fair value of the leased property or, if lower, the present 
value of the minimum lease payments. The corresponding 
liability to the lessor is included in the statement of financial 
position as a finance lease obligation.

The discount rate used in calculating the present value of 
the minimum lease payments is the interest rate implicit in 
the lease.

The lease payments are apportioned between the finance 
charge and reduction of the outstanding liability.The finance 
charge is allocated to each period during the lease term 
so as to produce a constant periodic rate on the remaining 
balance of the liability.

Operating leases – lessee

Operating lease payments are recognised as an expense 
on a straight-line basis over the lease term. The difference 
between the amounts recognised as an expense and the 
contractual payments are recognised as an operating lease 
asset or liability. This liability or asset is not discounted.

1.7 Share capital and equity

An equity instrument is any contract that evidences a 
residual interest in the assets of an entity after deducting 
all of its liabilities.

1.8 Development reserve

At inception, the company’s shareholders provided start-up 
cash, infrastructure and other assets in return for a share of 
the N$12.5 million issued share capital. The excess of the 
assets transferred over the share capital provided created 
the development reserve.

1.9 Non-distributable reserve

The non-distributable reserve was created to set aside the 
amount included in the revenue requirement submitted 
for tariff approval to the Electricity Control Board so as to 
raise funds for NamPower portion of bulk upgrades initiated 
by the company. The amount approved annually as part 
of the tariff application to the ECB for specific upgrades is 
transferred to the reserve. Once a bulk upgrade has been 
completed and its associated right-of-use period begins, 
the portion of the reserve which relates to that upgrade is 
realized over the term that the intangible asset is amortised.

1.10 Land development reserve

In terms of the approved Electricity Infrastructure 
Development Policy, all profits realised on sale of land 
developments are transferred to the land development 
reserve for further infrastructure development in the region.

1.11 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable 
within 12 months after the service is rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary 
benefits such as medical care), are recognised in the period 
in which the service is rendered and are not discounted.

The expected cost of compensated absences is recognised 
as an expense as the employees render services that 
increase their entitlement or, in the case of non-accumulating 
absences, when the absence occurs.

The expected cost of profit sharing and bonus payments 
is recognised as an expense when there is a legal or 
constructive obligation to make such payments as a result 
of past performance.

1.12 Provisions and contingencies

Provisions are recognised when:

• the company has a present obligation as a result of a 
past event;

• it is probable that an outflow of resources embodying 
economic benefits will be required to settle the 
obligation; and

• a reliable estimate can be made of the obligation.
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The amount of a provision is the present value of the 
expenditure expected to be required to settle the obligation.

In accordance with the Namibia Labour Act, 2007, 
severance benefits are payable to an employee, if the 
employee is unfairly dismissed, dies while employed 
or resigns/retires on reaching the age of 65 years. The 
obligation for severance benefits to current employees 
is actuarially determined in respect of all its employees 
and is provided for in full. The cost of providing benefits 
is determined using the projected unit credit method, 
with actuarial valuations being carried out at the end 
of each reporting period. The movement for the year 
is recognised in profit or loss in the year in which it 
occurs.

1.13 Revenue

Revenue is recognised to the extent that it is probable that 
the economic benefits will flow to the company and the 
revenue can be reliably measured. Revenue is measured 
at the fair value of the consideration received, excluding 
discounts, rebates and other sales taxes or duty. The 
following specific recognition criteria must also be met 
before revenue is recognised:

Sales of goods

Sale of goods is recognised when the company has supplied 
the products to the customer, the customer has accepted 
the product and collectability of the related receivable is 
reasonably assured.

Service revenue

Electricity revenue is recognised when electricity is 
consumed by the customer.

Other services billed to customers including, late payment 
fees, reconnection fees, connection fees, meter testing, 
temporary connections, cable connections and special 
readings is recognised by reference to the stage of 
completion of the transaction at the end of the reporting 
period and is recognised in revenue.

Interest income

Revenue is recognised as interest accrues (using the 
effective interest method, that is, the rate that exactly 
discounts estimated future cash receipts through the 
expected life of the financial instrument to the net carrying 
amount of the financial asset).

Transfers from customers

Transfers from customers income relates to the fair value 
of the assets transferred to the company by the developers 
and or municipalities net of value added tax and other 
rebates. Such income is recognised as revenue when the 

risk and rewards of ownership of the individual components 
installed passes to the company.

Transfers from customers are recognised as revenue at the 
fair value of the asset transferred on the date of transfer.

1.14 Borrowing costs

Borrowing costs are recognised as an expense in the 
period in which they are incurred.

1.15 Dividend distribution

Dividend distributions to the company’s shareholders are 
recognised in the annual financial statements in the period 
in which the dividends are approved by the directors of the 
company.

1.16 Government grants (deferred revenue)

Government grants are recognised when there is 
reasonable assurance that:

• the company will comply with the conditions attaching 
to them; and

• the grants will be received.

Government grants are recognised as income over the 
periods necessary to match them with the related costs that 
they are intended to compensate.

A government grant that becomes receivable as 
compensation for expenses or losses already incurred or 
for the purpose of giving immediate financial support to the 
entity with no future related costs is recognised as income 
in the period in which it becomes receivable.

Government grants related to assets, including non-
monetary grants at fair value, are presented in the 
statement of financial position by setting up the grant as 
deferred income or by deducting the grant in arriving at the 
carrying amount of the asset.

Grants related to income are presented as a credit in the 
profit or loss (separately).

Repayment of a grant related to income is applied first 
against any un-amortised deferred credit set up in respect 
of the grant. To the extent that the repayment exceeds any 
such deferred credit, or where no deferred credit exists, the 
repayment is recognised immediately as an expense.

Repayment of a grant related to an asset is recorded by 
increasing the carrying amount of the asset or reducing the 
deferred income balance by the amount repayable. The 
cumulative additional depreciation that would have been 
recognised to date as an expense in the absence of the 
grant is recognised immediately as an expense.
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
Land and Buildings

Land and buildings consist of office buildings, substations, workshops and stores across the Erongo Region.

Pledged as security

The company’s obligations under the finance leases are secured over certain motor vehicles, plant & machinery and 
office & computer equipment with a net book value of N$ 62,314,753 (2017 : N$ 33,696,364) (2016: N$31,187,947). 

Included in Land and Buildings above is Portion 205 remainder of Erf 23B Walvis Bay Industrial Property and Erf 4900 
Swakopmund which serves as security for overdraft facilities as disclosed in note 6. Erf 657 Walvis Bay serves as security 
for the loan from the Development Bank of Namibia (DBN) as disclosed in note 10. A negative pledge over all assets has also 
been registered as security to the DBN. The DBN’s interest has been noted on assets financed under the loan agreement.

A register containing the information required by paragraph 22(3) of schedule 4 of the Companies Act is available for 
inspection at the registered office of the company in terms of section 120 of the Companies Act.

Erongo RED together with the local and regional authorities are sharing servitudes for services in terms of the local 
Authorities Act. A joint venture was signed and therefore all servitudes belonging to the authorities for services are also 
used by Erongo RED.

Included in Land and Buildings are substations of which the title deed registration in the name of the company has not 
been completed. The inclusion of these assets are based on the principle of reporting the transactions on substance and 
not legal form only.

3. Intangible assets   
   2018
  Cost  Accumulated Carrying
   amortisation value

Intangible assets   127 239 490  (21 800 656)  105 438 834
 
   2017
  Cost  Accumulated Carrying
   amortisation value

Intangible assets  118 058 000  (7 378 625)  110 679 375

   2016   
  Cost  Accumulated Carrying
   amortisation value

Intangible assets   -  -  -

Reconciliation of intangible assets - 2018
 Opening Additions  Amortisation  Total
 balance
Intangible assets  110 679 375 9 181 490  (14 422 031)  105 438 834

Reconciliation of intangible assets - 2017
 Opening Additions  Amortisation  Total
 balance
Intangible assets  -  118 058 000  (7 378 625)  110 679 375

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
Other information

The intangible asset relates to en exclusive right-of-use obtained for 10 years from NamPower of Walvis Bay Bulk 
Upgrade and Swakopmund 30 MVA upgrade. Amortisation is included in cost of sales in the statement of profit and loss 
and other comprehensive income.

4. Trade and other receivables

Trade receivables   198 901 142  179 195 334  145 518 733
Other receivables   3 691 864  1 004 431  236 002
Provision for doubtful debts   (15 034 426)  (18 726 860)  (13 405 543)
VAT   64 792 013  69 831 191  37 903 506
  252 350 593  231 304 096  170 252 698

Split between non-current and current portions

Current assets   252 350 593  231 304 096  170 252 698

Trade and other receivables pledged as security

Trade and other receivables were pledged as security for overdraft facilities of N$ 55,624,497 (2017: N$ 55,732,108) 
(2016: N$ 56,061,049) of the company as disclosed in note 6.

Fair value of trade and other receivables

The company charges interest at the prime lending rate plus 2% on overdue accounts. The carrying amounts of trade 
receivables approximate their fair value due to this interest charge and their short term maturity profile. Refer to note 32 
for fair value disclosure.

Trade and other receivables past due but not impaired

Trade and other receivables which are less than 3 months past due are not considered to be impaired. At 30 June 2018, 
N$ 42,446,803 (2017: N$ 27,697,387) (2016: N$ 15,270,236) were past due but not impaired.

The ageing of amounts past due but not impaired is as follows:

Between 30 and 60 days   8 798 902  7 012 476  4 822 564
Between 60 and 90 days   4 390 704  3 707 177  5 265 047
More than 90 days   29 257 197  16 977 734  5 182 625
  42 446 803  27 697 387  15 270 236

Trade and other receivables impaired

As at 30 June 2018, trade and other receivables of N$ 15,034,425 (2017:N$ 18,726,860) (2016:N$ 13,405,543) were 
past due and provided for.

The ageing of amounts past due and impaired are as follows:

Between 30 and 60 days   1 103 164  -  -
Between 60 and 90 days   415 646  -  -
More than 90 days   13 515 615  18 726 860  13 405 543
  15 034 425  18 726 860  13 405 543
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$

Reconciliation of provision for impairment of trade and other receivables

Opening balance   18 726 860  13 405 543  22 070 155
Net provision during the year   (3 692 435)  5 321 317  4 935 388
Bad debts written off during the year   -  (1 366 366)  (1 375 824)
Provision utilized during the year   -  1 366 366  (12 224 176)
  15 034 425  18 726 860  13 405 543

In determining the recoverability of trade receivables, the Company considers any change in the credit quality of the 
trade receivables from the date credit was initially granted up to the reporting date.

5. Prepayments

Prepayments are made to NamPower in respect of bulk upgrades. The upgrades are completed by NamPower on a 
cost-to project basis, whereby the amount prepaid towards the project will be set-off against the final cost of the upgrade.

Assets

Prepayments made to NamPower for bulk upgrades were classified as current assets in the prior year. These prepayments
are now reclassified as either current or non-current depending on the expected date of completion of the bulk upgrades.

Non-Current Assets
NamPower - Swakopmund & Sekel Duin   276 449 000  282 786 225  218 661 225
NamPower - Karibib & Ruby   27 250 250  31 537 467  27 172 467
  303 699 250  314 323 692  245 833 692

Swakopmund & Sekel Duin upgrades are expected to be completed by 01/06/2021 whilst Karibib & Ruby upgrades are 
expected to be completed by 01/06/2020.

Current Assets
NamPower - Walvis Bay   -  - 118 058 000
NamPower - Okombahe & Lithops   83 117 425  -  -
  83 117 425  -  118 058 000

Okombahe & Lithops upgrades are expected to be completed by 01/03/2019.

Liabilities

Prepayments from customers in respect of network contributions are received by the company for additional capacity 
required. In the prior year these prepayments were classified as current liabilities and these have been reclassified in 
the current year as both current and non-current depending on the expected date of completion of network upgrades.

Non- Current liabilities
Namibia Water Corporations Ltd (Namwater)   (205 874 257)  (227 613 387)  (227 613 387)

The Namwater network upgrade project is expected to be completed by 01/06/2021.

Current liabilities
Namibian Ports Authority (Namport)   (21 739 130)  -  -

The Namport network upgrade was subsequently completed on 02/08/2018.

For the key considerations and the classifiaction of the prepayments as current and non-current, refer to note 1.1.

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
6. Cash and cash equivalents

Cash and cash equivalents consist of:
Cash on hand   6 800  6 400  6 400
Bank balances   54 240 490  110 756 990  103 666 715
Cash in transit   695 591  644 361  707 079
Bank overdraft   (24 160 519)  -  -
  30 782 362  111 407 751  104 380 194

Current assets   54 942 881  111 407 751  104 380 194
Current liabilities   (24 160 519)  -  -
  30 782 362  111 407 751  104 380 194

Interest at the prime overdraft rate less 2% is charged on the company banking facility and interest of 4.0% - 5.8% is 
received on positive bank balances.

The company has access to an overdraft facility of N$ 55,000,000, (2017: N$ 55,000,000) (2016: N$ 55,000,000) 
an autocard facility of N$ 400,000 (2017: N$ 200,000) (2016: N$ 200,000) and a long term facility of N$ 224,497, 
(2017: N$ 532,108) (2016: N$ 861,049) totalling to N$ 55,624,497 (2017: N$ 55,732,108) (2016: N$ 56,061,049). 
The date of review of the facilities was 13 February 2018 and the next review date is 13 February 2019. At year-end 
the company had utilised the overdraft facility by N$ 24,160,519 (2017: N$ Nil) (2016: N$ Nil). The overdraft facility is 
secured together with the finance lease as per below.

The bank overdraft facility is secured as follows:

• 1st and 2nd Bond N$ 6,0 million over Portion 205 remainder of Erf 23 B Walvis Bay.
• 1st Bond N$ 3,525,000 over Erf 4900, Swakopmund
• Cession of book debts

Guarantees provided by First National Bank to NamPower amounted to N$ 11,000,000 at year end, which are in effect 
until cancelled.

The company has vehicle finance facilities with First National Bank of N$ 15 000,000 and with Standard Bank of an 
amount N$ 10,868,265.

Included in cash and cash equivalents are deposits in an escrow account totalling N$ 32 million (2017: N$ 21 million) 
(2016: N$ 10 million) associated with the DBN loans for the network upgrades. The company cannot utilise these funds 
without the express approval of DBN.

The company also has a Standard Bank account in collaboration with the Ministry of Mines and Energy (MME), with a 
balance of N$ 17,617,628 (2017: N$ 16,735,934) (2016: N$ 40,569,509) at year end. The account requires both Erongo 
RED and MME signatories to authorize any spending on the MME grant funded projects.

7. Other financial assets

At fair value (FV) through profit or loss - designated
FNB Namibian Unit Trusts Money Market Fund   38 425  6 851 961  98 100 374

Current assets
Designated as at FV through profit / (loss) (FV through income)  38 425  6 851 961  98 100 374

Fair value information

Fair values are determined annually at the reporting date. Refer to note 32 for the fair value information disclosure.
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
8. Current tax receivable

The current tax balance is made up as follows:
Opening balance   17 153 712  17 153 712  4 136 144
Provisional tax payments   -  -  13 017 568
  17 153 712  17 153 712  17 153 712

Balance of taxation receivable consist of:
Year of assessment - 2015   4 136 144  4 136 144  4 136 144
Year of assessment - 2016   13 017 568  13 017 568  13 017 568
  17 153 712  17 153 712  17 153 712

9. Share capital

Authorised
30,000,000 Ordinary shares of N$ 1 each   30 000 000  30 000 000  30 000 000

Issued
12,500,000 Ordinary shares of N$ 1 each   12 500 000  12 500 000  12 500 000

Unissued shares
17,500,000 Ordinary shares of N$ 1 each   17 500 000  17 500 000  17 500 000

Pursuant to the Shareholders Agreement, clause 4.1.4 (a) issuance of authorized shares require approval of 75% of 
shareholders entitled to vote.

10. Other financial liabilities

Held at amortised cost
Development Bank of Namibia  201 505 840  222 283 009  240 402 823

National Energy Fund  29 150 386  30 000 000  30 000 000

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$

  230 656 226  252 283 009  270 402 823

Non-current liabilities
At amortised cost   204 039 654  230 709 023  254 148 565

Current liabilities
At amortised cost   26 616 572  21 573 986  16 254 258
  230 656 226  252 283 009  270 402 823

11. Finance lease liabilities

Minimum lease payments due
- within one year   5 475 138  1 875 157  2 007 618
- in second to fifth year inclusive   9 616 953  4 339 105  1 450 017
  15 092 091  6 214 262  3 457 635
less: future finance charges   (1 097 361)  (924 782)  (350 476)
Present value of minimum lease payments   13 994 730  5 289 480  3 107 159

Present value of minimum lease payments due
- within one year   4 265 456  1 620 884  1 455 822
- in second to fifth year inclusive   9 729 274  3 668 596  1 651 337
  13 994 730  5 289 480  3 107 159

Non-current liabilities   9 729 274  3 668 596  1 651 337
Current liabilities   4 265 456  1 620 884  1 455 822
  13 994 730  5 289 480  3 107 159

The company has entered into finance leases for certain motor vehicles, equipment and stores .

Interest rates are linked to prime less 1% - 2% at the contract date. All leases have fixed repayments and with an effective 
interest rate of between 9.75% and 11.75% (2017 : 9.75% - 11.75%) (2016: 8.75% - 9.75%).

The company’s obligations under finance leases are secured over certain motor vehicles, plant and machinery and office 
and computer equipment with a net book value of N$ 62,314,753 (2017: N$ 33,696,365) (2016: N$ 31,187,948).

Monthly instalments for finance leases amount to N$ 446,542 (2017: N$ 184,737) (2016: N$ 157,239).

The finance lease over the building is secured together with the overdraft facility and other financial liabilities as disclosed 
in notes 2, 6 and 10.
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The loan carries interest at a variable rate linked to the 
prime lending rate plus 1% per annum and is repayable 
over a period of 10 years, including a 12 month grace period 
on the payment of the capital balance. Monthly installments 
amount to N$ 3,790,919 (2017: N$ 3,790,919) (2016: 
N$ 3,790,919). Repayment commenced on 01 September 
2015 with the final installment payable on 01 November 2024.

The loan is secured by:
• Negative pledge over assets (note 2)
• Cession of Escrow Account accruing to a balance of N$ 

50 million over a period of 5 years which commenced in 
2016; (note 6)

• First continuing covering mortgage bond of N$ 50 
million of Erf 657 Walvis Bay; (note 2)

• Cession of Fire Cover Policy over Erf 657 Walvis Bay; 
and

• Development Bank of Namibia’s interest to be noted on 
assets financed under the Suspensive Sale Agreement 
Facility.

The loan carries interest at a fixed rate of 2.5% per annum 
and is repayable over a period of 10 years, including a 24 
month grace period on the payment of the capital balance. 
Monthly installments amount to N$ 62,500 for the initial 24 
months and N$ 345,115 for the remaining period. Repayment 
commenced on 31 March 2018 with a final installment 
payable on 28 February 2026. The fair value of the loan 
at market related interest rates is considered to be N$ 
20,893,488 (2017: N$ 21,114,311) (2016: N$ 19,679,440). 
Refer to note 32 for further fair value disclosure.

10. Other financial liabilities (continued)
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
12. Deferred income

Grant received from Ministry of Mines and Energy   34 973 464  36 268 778  37 564 091
Land development   20 494 240  21 253 287  22 012 332
  55 467 704  57 522 065  59 576 423

Reconciliation of deferred revenue at year end:
Opening balance   57 522 064  59 576 425  -
Grants received during the year   -  -  61 630 783
Recognised in statement of comprehensive income  (2 054 360)  (2 054 360)  (2 054 360)
  55 467 704  57 522 065  59 576 423

Government grants are recognised as income over the periods necessary to match them with the related costs that 
they are intended to compensate. Grants received are released to profit and loss over a period of 30 years, which is the 
deemed useful lives of the assets acquired with the grants. 

The classification of donated assets from customers and municipalities that was previously recognised as defered income 
has been changed to revenue. These caused a significant change to deferred income. The financial statements have 
been restated to correct the prior period error on deferred income as disclosed in note 33.

Non-current liabilities   53 413 344  55 467 705  57 522 063
Current liabilities   2 054 360  2 054 360  2 054 360
  55 467 704  57 522 065  59 576 423

13. Deferred tax

Deferred tax liability
Accelerated capital allowances for income tax purposes  237 888 285  176 436 196  136 547 460
Post employment benefit obligation   (3 592 000)  (2 360 320)  (2 080 000)
Consumables   12 671 273  13 325 373  12 212 731
Customer deposits   (85 940 399)  (89 820 760) (83 439 933)
Supplier deposits   24 935 360  29 391 339  58 222 671
Provisions   (3 608 262)  (4 494 446)  (3 217 330)
Tax loss carried forward   (43 301 076)  (38 364 311)  (5 349 849)
Total deferred tax liability   139 053 181  84 113 071  112 895 750

Reconciliation of deferred tax liability
At beginning of year   84 113 071  112 895 750  74 274 851
Reduction due to rate change   -  -  (2 250 754)
Current temporary differences   54 940 111  (11 019 960)  18 314 788
Correction of prior period error (Note 33)   -  (17 762 719)  22 556 865
  139 053 181  84 113 071  112 895 750

Refer to note 33 for prior period errors adjusted for.

14. Post employment benefit obligation

14.1 Defined benefit plan

Benefits are provided for employees by a separate retirement fund to which the company contributes. The retirement 
fund is governed by the Namibian Pension Funds Act. The retirement fund is in the nature of a defined contribution plan 
where the retirement benefits are determined with reference to the employee’s contributions to the fund. All permanent 
employees contribute to the fund.

The total value of the contributions paid by the Company and Employees during the year was N$ 25,591,264 (2017: N$ 
22,520,195) (N$ 2016: N$ 19,783,482).

The latest pension fund actuarial valuation was carried out on 31 May 2015 and in the actuary’s opinion the fund was in 
a sound financial position. The next valuation will be finalized during May 2019.

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
14.2 Reconciliation of provision for severance pay

Opening balance   7 376 000  6 500 000  4 910 320
Current service cost   726 000  580 000  499 000
Benefit payments   (1 212 000)  (314 000) (310 492)
Interest charge   657 000  610 000 495 000
Actuarial losses   3 678 000  -  906 172
  11 225 000  7 376 000  6 500 000

An actuarial loss of N$ 3,678,000 (2017: N$ Nil) (2016: N$ 906,172) was recorded for the year.

The expected past service liability as at 30 June 2018 amounts to N$ 11,225,000. The number of expected employees 
remained relatively stable and the increase in severance pay benefit does not differ significantly from the assumed 7.2% 
over the year to 30 June 2018.

The actuarial valuation of the severance pay was carried out on 30 June 2018 and the next valuation is due 30 June 2020.

Provision for severance pay
In accordance with section 35(1) of the Namibia Labour Act, 2007, severance benefits are payable to an employee, if 
the employee is unfairly dismissed, dies while employed or resigns/retires on reaching the age of 65 years. The statutory 
termination benefits provided are classified as defined benefits and are determined based on one weeks’ salary/wages 
for each completed year of service.

Valuation method and assumptions
The actuarial valuation method used to value the liabilities is the projected unit credit method prescribed by IAS 19 
Employee Benefits. Future benefits valued are projected using specific actuarial assumptions and the liability for 
inservice members is accrued over the expected working lifetime.

The most significant assumptions used are a discount rate of 9.4% (2017: 9.2%) (2016: 9.2%), an inflation rate of 7.2% 
(2017: 7.9%) (2016: 7.9%) and a salary increase rate of 7.2% (2017: 7.9%) (2016:7.9%). The actuarial assumptions for 
retirement rates, promotional salary scale and withdrawal rates are based on actual data gathered from larger retirement 
funds, and the average salary weighted duration of the liability is calculated to be approximately 10 years. The membership 
profile has not changed significantly since 2017.

Risks
Risks related to severance pay liabilites include:
• Inflation risk;
• Liquidity risk;
• Salary inflation risk;
• Risks from adverse discount rate movements;
• Future changes in the fiscal policy/tax environment; and
• Risks relating to future changes in the regulation benefits.

Sensitivity analysis
The sensitivity is based on the liability as at 30 June 2018 and it sets out the valuation result to a 1% per annum increase 
and decrease in the salary increase assumption (i.e. either 8.2% (2017: 8.9%) (2016: 8.9%) per annum or 6.2% (2017: 
6.9%) (2016: 6.9%) per annum). Should the salary inflation rate increase 8.2% (2017: 8.9%) (2016: 8.9%), the expected 
accrued liability will be N$ 12,445,000 (2017: N$ 7,112,000) (2016: N$ 7,112,000). A decrease in salary inflation rate to 
6.2% (2017: 6.9%) (2016: 6.9%) would decrease the accrued liability to N$ 10,190,000 (2017: N$ 5,971,000) (2016: N$ 
5,971,000). All other assumptions are held constant when the sensitivity to the salary increase assumption is determined.

Key assumptions:
• A discount rate of 9.4% per annum (2017: 9.2%) (2016: 9.2%)
• A salary inflation rate of 7.2% per annum (2017: 7.9%) (2016: 7.9%)

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018
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  2018  2017 2016 
   Restated *  Restated *
   N$  N$  N$
15. Trade and other payables

Trade payables   121 227 259  119 675 476  18 126 494
Payroll accruals   33 768 548  25 685 538  18 947 800
Deposits from customers   42 693 733  36 928 938  33 142 403
Uncashed payments   93 467 940  73 743 750  87 196 032
  291 157 480  256 033 702  157 412 729

Fair value of trade and other payables

At 30 June 2018, the carrying amounts of trade and other payables approximate their fair values due to the short-term 
maturities of these liabilities. Refer to note 32 for fair value disclosures.

    2018 2017 
     Restated *
    N$  N$

16. Revenue

Network contributions and cost-estimates    20 139 537  8 745 934
Donated Assets    126 076 786  68 962 550
Electricity sales    1 251 104 050  1 103 297 014
Other regulated charges    6 712 741  4 358 598
Amortisation of deferred revenue    2 054 360  2 054 360 
   1 406 087 474  1 187 418 456

17. Other income

Insurance and scrapping proceeds    355 590  972 605
Kebu management fee    2 789 063  -
Sundry income    200 186  267 102 
   3 344 839  1 239 707
 
18. Cost of sales

Electricity purchases    837 600 317  735 184 938
Solar power purchases    12 601 864  -
Network and metering expenses    20 596 541  24 339 849
Employee costs    116 366 311  91 366 657
Building,security and general expenses    7 467 609  4 393 694
Depreciation    40 540 699  30 163 104
Amortisation    14 422 031  7 378 625
   1 049 595 372  892 826 867

Prior year cost of sales included depreciation relating to administration fixed assets, Local Authority surcharges and 
prepaid commissions which were reclassified to other operating expenses.

19. Operating profit (loss)

Operating profit for the year is stated after charging (crediting) the following, amongst others:

Leases

Operating lease charges
Contractual amounts    4 060 778  5 702 847

Erongo Regional Electricity Distributor Company (Proprietary) Limited
(Registration number 2004/074)
Annual Financial Statements for the year ended 30 June 2018

   2018  2017 
     Restated * 
    N$  N$ 
Employee costs

Employee costs    186 276 183  157 629 987

Post employment benefit obligation provision - Actuarial loss   3 678 000  -
Service cost and benefit payments    486 000  266 000
Total employee costs    190 440 183  157 895 987

Average number of persons employed during the year
Number of employees    310  312

Expenses by nature

Amortisation - included in cost of sales    14 422 031  7 378 625
Depreciation - included in cost of sales    40 540 699  30 163 104
Loss on sale of assets (included in cost of sales)    1 527 684  -
Operating Lease charges (building rentals included in cost of sales)   1 971 376  2 513 606
Actuarial loss    3 678 000  -
Auditors remuneration    836 505  671 475
Bad debts written off    -  1 366 336
Provision for bad debts    (3 692 435)  5 321 317
Consultancy    2 824 392  2 784 447
Depreciation    5 048 891  3 470 072
Directors remuneration    2 544 006  2 311 851
Local Authority Surcharges    58 303 679  55 684 141
Employee costs    186 762 183  157 895 987
Operating Lease charges    2 089 402  3 189 241
Inventory write down    2 097 551  -

20. Finance income

Interest revenue
From investments in financial assets:
Interest earned on outstanding customer accounts    2 770 853  1 889 290
Interest earned on positive bank balances    3 881 175  9 625 226
Total interest income    6 652 028  11 514 516

21. Finance costs

Bank overdraft    2 000 453  40 937
Trade and other payables    11 902  24 176
Post-employment benefit-interest charge    657 000  610 000
Interest-bearing borrowings    26 561 762  28 569 492
   29 231 117  29 244 605
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   2018  2017 
     Restated * 
    N$  N$ 
22. Taxation

Major components of the tax expense

Deferred
Originating and reversing temporary differences    54 940 111  (28 782 681)

Reconciliation of the tax expense

Reconciliation between accounting profit and tax expense.
Profit before tax    149 376 897  97 565 577

Tax at the applicable tax rate of 32% (2017: 32%)    47 800 607  31 220 985

Tax effect of adjustments on taxable income
Amortisation of intangible assets    4 615 050  2 361 160
Donations    233 557  249 389
Depreciation on donated assets    2 948 292  1 538 797
Deferred income on grant assets    (657 395)  (657 395)
Adjustment of prior year accelerated capital allowances   -  (63 495 617)
   54 940 111  (28 782 681)

No provision has been made for 2018 income tax as the company has no taxable income. The estimated tax loss 
available for set off against future taxable income is N$ 135,315,862 (2017:119,888,472).

23. Auditors remuneration

Audit fees    823 405  661 925
Secretarial fees    13 100  9 550
   836 505  671 475

24. Cash generated from operations

Profit before taxation    149 376 896  97 565 577
Adjustments for:
Depreciation    45 589 589  33 633 182
Loss on sale of assets    1 527 684  -
Donations received - transfers from customers    (126 076 786)  (68 962 550)
Inventory write-down    2 097 551  -
Interest income    (6 652 028)  (11 514 516)
Finance costs    29 231 117  29 244 605
Movements in provision for severance pay    3 849 000  876 000
Amortisation of deferred revenue    (2 054 360)  (2 054 360)
Amortisation of intangible asset    14 422 031  7 378 625
Changes in working capital:
Trade and other receivables    (21 046 497)  (61 051 399)
Trade and other payables   25  (46 550 697)  34 495 976
   43 713 500  59 611 140

The movement for prepayments in 2017 was reclassified from changes in working capital under cash flows from operating 
activities to cash flows from investing activities.
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   2018  2017 
     Restated * 
    N$  N$ 
25. Additional notes to the cash flow

The amounts below are reconciliations to amounts disclosed to the cash flow as a result of non-cash items in these account balances:

Purchase of property,plant and equipment
PPE additions    221 847 690  174 761 960
Distribution network (donated assets)    (126 076 786)  (68 962 550)
Carrying amounts of vehicles through finance lease   (9 676 146)  (3 332 696)
   86 094 758  102 466 714

Intangible assets
Intangible assets additions    9 181 490  118 058 000
Prepayments    (5 364 800)  (118 058 000)
Accrued top up on Swakopmund bulk upgrade    (3 816 690)    - 
   - -

Prepayments
Movement for the year    (72 492 983)  49 568 000
Capitalised to intangible assets    (5 364 800)  (118 058 000)
Prepayment accrual    77 857 783  64 125 000
   -  (4 365 000)

Trade and other payables
Movement for the year    (35 123 776)  (98 620 976)
Capitalised to intangible assets    3 816 690  -
Prepayment accrual    77 857 783  64 125 000
   46 550 697  (34 495 976)

Additions on vehicles financed through finance lease in prior year was classified as cash additions of property plant 
and  equipment. These additions were reclassified as non cash adjustment to property plant and equipment.

26. Tax paid

Balance at beginning of the year    17 153 712  17 153 712
Balance at end of the year    (17 153 712)  (17 153 712)
   -  -

27. Commitments

Authorised capital expenditure

Board-approved capital commitments for bulk upgrade applications to NamPower amounting to N$ 452,031,475 at year-
end (2017:N$ 561,941,475) (2016: N$ 363,891,692), of which N$ 392,246,692 had been paid or accrued for at 30 June 
2018. 

A further capital expenditure for ERF 4900 Swakopmund was approved during the year for a purchase price of N$ 7,800 000 to be 
financed with a loan through First National Bank. The loan agreement was signed before year end and no disbursement 
took place. The company also signed a loan agreement with the Developement Bank of Namibia to a value of 
N$ 150,000,000 for the Swakopmund upgrade but no disbursement had taken place as at 30 June 2018.
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   2018  2017 
     Restated * 
    N$  N$ 
Commitments due - Minimum lease payments due
- within one year    15 024 304  13 054 899
- in second to fifth year inclusive    65 891 150  56 560 017
- later than five years    518 891 129  534 870 903
   599 806 583  604 485 819
Commitments due - Minimum lease payments due
- Buildings    5 816 920  1 715 962
- Rental - machines    2 672 616  -
- Lease of vehicles    668 945  -
- Arandis Solar Plant - minimum purchases    590 648 102  602 769 857
   599 806 583  604 485 819

The company has committed to purchase electricity from OLC Arandis for a period of 25 years. The minimum contractual 
purchases for the remaining contractual period are as disclosed above.

28. Related parties

Related party balances

Related parties are the shareholders of Erongo RED and they are Arandis Town Council, Erongo Regional Council, 
Henties Bay Municipality, Karibib Municipality, Municipality of Walvis Bay, Omaruru Municipality, Swakopmund 
Municipality, Usakos Municipality,Uis Village Council and Nambia Power Corporation (Pty) Ltd (NamPower).

Amounts included in trade receivables relating to related parties
Arandis Town Council    772 877  555 827
Erongo Regional Council    1 541  -
Municipality of Henties Bay    457 288  4 113 743
Municipality of Karibib    47 084  77 061
Municipality of Omaruru    282 942  111 375
Municipality of Swakopmund    1 551 593  2 470 469
Uis Village Council    125 114  16 841
Municipality of Usakos    182 323  143 987
Municipality of Walvis Bay    1 606 719  1 230 884

Amounts included in trade payables relating to related parties
NamPower   97 905 128 88 846 221

Prepayments due to related parties
NamPower    89 611 450  68 490 000

Related party transactions

Purchases from related parties
NamPower    837 600 317  735 184 930
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     Restated * 
    N$  N$ 
Local authority surcharges paid to related parties
Arandis Town Council    785 743  826 413
Municipality of Henties Bay    2 365 724  2 365 724
Municipality of Karibib    969 747  874 415
Municipality of Omaruru    1 112 807  1 089 882
Municipality of Swakopmund    16 137 726  15 771 531
Uis Village Council    205 264  206 128
Municipality of Usakos    1 251 073  1 250 700
Municipality of Walvis Bay    35 475 595  33 299 346

Revenue and other income from related parties
Arandis Town Council    788 805  483 460
Erongo Regional Council    547 451  188 826
Municipality of Henties Bay    1 335 789  1 106 138
Municipality of Karibib    288 335  172 707
Municipality of Omaruru    1 679 325  874 222
Municipality of Swakopmund    14 508 533  12 648 384
Uis Village Council    180 864  119 134
Municipality of Usakos    627 023  538 823
Municipality of Walvis Bay    16 827 055  10 720 757

The purchases from related parties (NamPower) of the prior year are correctly reclassified to electricity purchases of 
N$ 735,184,930.

Compensation to directors and other key management
Directors’ remuneration    2 544 006  2 311 851
Key management    7 202 327  6 742 874
   9 746 333  9 054 725

The directors’ remuneration for the current year is made up as follows:
Retainer fee    728 425  813 539
Sitting fee    1 429 775  1 170 618
Subsistence and travelling allowance    385 806  327 694
   2 544 006  2 311 851

The directors sitting fees consist of fees on training, intervention Keetmanshoop Electricity Business Unit (KEBU), 
Ministry of Mines & Energy (MME), events, board retreat, public meeting, and Annual General Meetings and shareholders 
meetings.

Key management personnel are those persons having authority and responsibility for planning, directing and controlling 
the activities of the entity, directly or indirectly. Key management for 2017 was reclassified to only include the Chief 
Executive Officer and Executive Managers.

Key management of the company include:
F Mbango
R Ouseb
N Niemand
C Tjizo
FK Vries

29. Risk management

Capital risk management

The company’s objectives when managing capital are to safeguard the company’s ability to continue as a going concern 
in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital 
structure to reduce the cost of capital.
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Financial risk management

The company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest 
rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The company’s overall risk management program focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the company’s financial performance.

The financial risk management function is carried out by management.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of 
funding through an adequate amount of committed credit facilities and the ability to close out market positions. Due 
to the dynamic nature of the underlying business, company treasury maintains flexibility in funding by maintaining 
availability under committed credit lines.

The company’s liquidity and funding management process includes projected cash flows and considering the cash 
required by the company and improving the short-term liquidity, monitoring financial liquidity ratios, maintaining of 
funding sources with adequate back-up facilities, managing profile of debt maturities and maintaining liquidity and 
funding contingency plans.

The company’s liquidity is adequately addressed via various funding sources like, operational cash flows, undrawn 
overdraft facilities to the amount of N$ 31 Million as well as an undrawn loan of N$ 150 Million concluded with DBN 
earmarked for the Swakopmund bulk upgrade. Included in financial liabilities as detailed in below table, is an amount of 
N$ 213,768,928 long term financial liabilities making up 44% total financial liabilities. The remainder comprises of short 
term financial liabilities amounting to N$ 269,737,745. This exceeds financial assets by N$ 67,483,712. Management 
believe that the available funding sources give sufficient room to cover this liquidity shortfall and to stabilize the cash 
position of the company. Additional strategies will be put in place to contain costs.

The table below analyses the company’s financial liabilities into relevant maturity groupings based on the remaining 
period at the reporting date to the contractual maturity date. The amounts disclosed in the table are the contractual 
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is 
not significant.

At 30 June 2018  Less than 1 Between 1 Between 2 Over 5
 year and 2 years and 5 years years

Other financial liabilities  26 616 572  29 456 188  109 517 832  65 065 634
Finance lease liabilities  4 265 456  4 719 075  5 010 199  -
Trade and other payables  214 695 199  -  -  -
Cash and cash equivalents  24 160 519  -  -  -

At 30 June 2017  Less than 1 Between 1 Between 2 Over 5
 year and 2 years and 5 years years

Other financial liabilities  21 573 986  26 435 744  98 326 781  105 946 498
Finance lease liabilities  1 620 884  1 127 334  2 541 262  -
Trade and other payables  193 419 228  -  -  -

In prior year other financial liabilities and finance lease liabilities were classified as sum of borrowings, which are now 
split between finance lease liabilities and other financial liabilities.

Deposits from customers and payroll accruals were deducted from the 2017 trade and other payables balance.
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Interest rate risk

The Company’s interest rate risk arises mainly from long-term borrowings. Long-term borrowings are issued at fixed 
rates and variable rates and expose the company to cash flow interest rate risk.

Fixed rate instrument
Financial liabilities    29 150 387  30 000 000
Variable rate instrument
Financial liabilities    214 904 908  227 572 484

At 30 June 2018, if interest rates on borrowings had been 1% higher/lower with all other variables held constant, 
company post-tax profit for the year would have been N$ 2,149,049 (2017: N$2,275,725) lower/higher, mainly as a 
result of higher/lower interest expense on floating rate borrowings.

Credit risk

Credit risk consists mainly of cash and cash equivalents, and trade debtors. The company only deposits cash with major 
banks with high quality credit standing and limits exposure to any one counter-party.

Credit quality of financial assets:

(i) Cash at bank and short term deposits, excluding cash on hand
The credit quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor impaired can 
be assessed by reference to external credit ratings (if available) or historical information about counterparty default rates:

Financial instrument    2018 2017 
   N$ N$

First National Bank Namibia Limited - A1+    35 557 789  67 688 446
Bank Windhoek Limited - A1+    1 056 477  26 333 187
Standard Bank of Namibia Limited - A1+    17 626 224  16 735 357

The company only deposits cash with major banks with high quality credit standing and limits exposure to any one 
counterparty.

(ii) Financial assets at fair value
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external 
credit ratings (if available) or to historical information about counterparty default rates:

   2018 2017
   N$ N$

FNB Namibia Unit Trusts Money Market Fund    38 425  6 851 961

(iii) Trade receivables
   2018 2017
   N$ N$

Trade and other receivables    187 558 580  161 472 905
VAT was excluded from the 2017 trade and other receivables balance.

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on 
an ongoing basis. If customers are independently rated, these ratings are used.
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The company has well-established credit control procedures that monitor activity on customer accounts and allow for 
remedial action should the customer not comply with payment terms. These procedures include an internal collection 
process; follow up with customer telephonically or in person, negotiations of mutually acceptable payment arrangements 
and the issue of a notice of disconnection of supply and letters of demand. Non-payment will result in disconnection of 
supply and the customer’s account being closed. The legal collection process is pursued thereafter.

The decision to impair overdue amounts is assessed on the probability of recovery based on the customer’s credit risk 
profile.

Progress on the collection process is reviewed on a regular basis and if it is evident that the amount will not be recovered, 
it is recommended for write-off in terms of the company’s delegation of authority.

In addition, the following strategies mitigating potential write offs are currently in operation. These include:

• disconnections
• conversion to prepayment
• use of debt collectors
• payment arrangements
• focus on early identification and letters of demand

With respect to trade and other receivables that are neither past due but not impaired, there are no indications as at the 
reporting date that the debtors will not meet their payment obligations.

Interest is charged on all debts in arears.

Foreign exchange risk
The company does not operate in foreign currencies and is not exposed to foreign currency risk.

Commodity price risk
The company is not exposed to commodity price risk as the company has no financial assets linked to commodity prices.

30. Financial assets by category

The accounting policies for financial instruments have been applied to the line items below:

2018  Loans and Fair value Total
  receivables through profit
   or loss -
   designated

Other financial assets   -  38 425  38 425
Trade and other receivables   187 558 580  -  187 558 580
Cash and cash equivalents   54 942 881  -  54 942 881
  242 501 461  38 425  242 539 886

2017  Loans and Fair value Total
  receivables through profit
   or loss -
   designated

Other financial assets   -  6 851 961  6 851 961
Trade and other receivables   161 472 905  -  161 472 905
Cash and cash equivalents   111 407 751  -  111 407 751
  272 880 656  6 851 961  279 732 617
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    N$  N$ 

VAT was excluded from the 2017 trade and other receivables balance.

31. Financial liabilities by category

The accounting policies for financial instruments have been applied to the line items below:

2018   Financial Total
   liabilities at
   amortised
   cost

Finance lease liabilities    13 994 730  13 994 730
Other financial liabilities    230 656 226  230 656 226
Trade and other payables    214 695 198  214 695 198
Bank overdraft    24 160 519  24 160 519
   483 506 673  483 506 673

2017   Financial Total
   liabilities at
   amortised
   cost

Finance lease liabilities    5 289 480  5 289 480
Other financial liabilities    252 283 009  252 283 009
Trade and other payables    193 419 226  193 419 226
   450 991 715  450 991 715

Deposits from customers and payroll accruals were deducted from the 2017 trade and other payables balance.

For the mitigating strategies to the liquidity risk, refer to note 29.

32. Fair value information

Fair value hierarchy

The table below analyses assets and liabilities carried at fair value. The different levels are defined as follows:

Level 1: Quoted unadjusted prices in active markets for identical assets or liabilities that the company can access at 
measurement date.

Level 2: Inputs other than quoted prices included in level 1 that are observable for the asset or liability either directly or 
indirectly.

Level 3: Unobservable inputs for the asset or liability.

Levels of fair value measurements
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   2018  2017 
     Restated * 
    N$  N$ 
Level 1

Financial assets designated at fair value through profit (loss)
FNB Namibia Unit Trust Money Market Fund   7  38 425  6 851 961

The fair value of financial instruments traded in active markets is based on quoted market prices at the reporting date.

Level 3
Recurring fair value measurements

Assets   
Loans and receivables
Trade and other receivables   4  187 558 580  161 472 905
Cash and cash equivalents    54 942 881 111 407 751
Total    242 501 461  272 880 656

VAT was excluded from the 2017 trade and other receivables balance.

Liabilities
Development Bank of Namibia    201 505 840  222 283 009
National Energy Fund    29 150 387  30 000 000
Bank overdraft    24 160 519  -
Finance lease liabilities    13 994 730  5 289 480
Total financial liabilities at amortised cost    268 811 476  257 572 489
Trade and other payables   15  214 695 198  193 419 226
Total    483 506 674  450 991 715

The National Energy Fund loan is not carried at fair value. For fair value disclosures refer to note 10, other financial 
liabilities.

Deposits from customers and payroll accruals were deducted from the 2017 trade and other payables balance.

For the mitigating strategies to the liquidity risk, refer to note 29.

33. Prior period errors

Transfer from customers

The following adjustment was made in respect of accounting for transfers from customers. The Company correctly 
recognized assets transferred by customers as property, plant and equipment in accordance with IAS 16 (Property, 
Plant and Equipment). However the transfers from customers were deferred and recognised over the useful lives of 
the assets. The transfers from customers should have been immediately recognised in revenue when the assets were 
capitalized in line with the requirements of IAS 18 (Revenue) and IFRIC 18 (Transfers of Assets from Customers).

The transfers from customers are not taxable as they are of a capital nature and this treatment has been consistently 
applied by the company and has been accepted by the Receiver of Revenue. Therefore, there are no income tax 
consequences on the prior period error. Refer below for the deferred tax consequences.

Deferred Income tax liability

The following adjustment was made in respect to deferred tax. An error was made in accounting for accelerated capital 
allowances and the deferred tax effect on donated assets which resulted in an unreconciled difference on deferred tax.

The adjustments on deferred tax are non-cash therefore there is no effect on the statement of cash flows. The correction 
of the errors results in adjustments as follows in the 2016 and 2017 financial years.
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  2018  2017  2016
   Restated *  Restated *
   N$  N$  N$
The correction of the error results in adjustments as follows:

Statement of financial position
Deferred revenue liabilities - as previously reported   190 893 957  128 794 507
Prior period error    (133 371 892)  (69 218 084)
Deferred revenue liabilities - restated    57 522 065  59 576 423

Statement of financial position
Deferred income tax liability - as previously reported   101 875 790  90 338 885
Prior period error    (17 762 719)  22 556 865
Deferred income tax liability - restated    84 113 071  112 895 750

Statement of changes in equity
Retained earnings - as previously reported    (107 563 698)  (106 410 207)
Prior period error - deferred revenue    (133 371 892)  (69 218 084)
Prior period error - deferred tax    (17 762 719)  22 556 865
   (258 698 309)  (153 071 426)

The effect of the restatement on the 2017 statement of profit or loss and other comprehensive income is as follows: 

Statement of profit or loss and other comprehensive income
Profit before taxation - as previously reported    33 411 769  -
Prior period error - Revenue: donated assets    68 962 550  -
Revenue: amortisation already recognised in income statement   (4 808 740)  -
Restated profit before tax    97 565 579  -

Income tax as previously reported    11 536 903  -
Prior period error: Tax on donated assets    20 529 219  -
Unreconciled timming differences    (49 828 840)  -
Current year temporary differences (note 13)    (11 019 960)  -
Restated income tax expense    (28 782 678)  -

Restated after tax profit    126 348 257  -

The effect of the restatement on the 2017 statement cash flows is as follows:

Statement of cash flows cash generated from operations
Profit before taxation - as previously stated    33 411 769  -
Prior period error    64 153 810  -
Profit before taxation - restated    97 565 579   - 
 
34. Subsequent events

The Directors are not aware of any other matters or circumstances arising after the financial year end not otherwise 
dealt with in the financial statements which significantly affect the financial position of the company or the result of the 
operations.

35. New Standards and Interpretations

35.1 Standards and interpretations effective and adopted in the current year

In the current year, the company has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations:
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Standard/ Interpretation:    
 Effective date: 
 Years beginning on
 or after

• Amendments to IAS 7: Disclosure initiative     01 January 2017
• Amendments to IAS 12: Recognition of Deferred Tax Assets for Unrealised Losses  01 January 2017

The adoption of these standards and interpretations had no impact on the company.

35.2 Standards and interpretations not yet effective

The company has chosen not to early adopt the following standards and interpretations, which have been published and 
are mandatory for the company’s accounting periods beginning on or after 01 July 2018 or later periods:

Standard/ Interpretation:    
 Effective date:
 Years beginning on  
 or after

• Prepayment Features with Negative Compensation - Amendment to IFRS 9  01 January 2019
• Amendments to IAS 12 Income Taxes: Annual Improvements to IFRS 2015 - 2017 cycle  01 January 2019
• Amendments to IAS 23 Borrowing Costs: Annual Improvements to IFRS 2015 - 2017 cycle  01 January 2019
• IFRIC 23 Uncertainty over Income Tax Treatments    01 January 2019
• IFRS 16 Leases     01 January 2019
• IFRS 9 Financial Instruments     01 January 2018
• IFRS 15 Revenue from Contracts with Customers    01 January 2018
• Amendments to IFRS 1: Annual Improvements to IFRS 2014 - 2016 cycle  01 January 2018

The company is in the process of evaluating the detailed requirements of the standard to assess the impact on the 
financial statements.

36. Approval of annual financial statements

The financial statements were approved by the Board of Directors and authorised for issue on 08 March 2019.

The following supplementary information does not form part of the annual financial statements and is unaudited:

  Notes  2018  2017
     Restated *
     N$  N$

Revenue
Network contributions and cost-estimates   20,139,537 8,745,934
Transfers of assets from customers - Assets donated by customers  126,076,786 68,962,550
Electricity sales   1,251,104,050 1,103,297,014
Other regulated charges   6,712,741 4,358,598
Amortisation of deferred revenue   2,054,360 2,054,360 
   1,406,087,474 1,187,418,456

Cost of sales
Electricity purchases   (837,600,317) (735,184,938)
Solar power purchases   (12,601,864) -
Network and metering expenses   (20,596,541) (24,339,849)
Employee costs (Page 104)   (116,366,311) (91,366,657)
Building, security and general expenses   (7,467,609) (4,393,694)
Depreciation   (40,540,699) (30,163,104)
Amortisation   (14,422,031) (7,378,625) 
   (1,049,595,372) (892,826,867)

Gross Profit   356,492,102 294,591,589

Other operating income
Insurance and scrapping proceeds   355,590 972,605
Kebu management fee   2,789,063 -
Sundry income   200,186 267,102
   3,344,839 1,239,707

Other operating expenses (Page 104)   (187,880,956) (180,535,630)

Operating profit   171,955,985 115,295,666

Finance income
Interest earned on outstanding customer accounts   2,770,853 1,889,290
Interest earned on positive bank balances   3,881,175 9,625,226
   6,652,028 11,514,516
Finance costs
Bank overdraft   (2,000,453) (40,937)
Trade and other payables   (11,902) (24,176)
Post-employment benefit-interest charge   (657,000) (610,000)
Interest-bearing borrowings   (26,561,762) (28,569,492)
   (29,231,117) (29,244,605)

Profit before tax   149,376,896 97,565,577

Taxation   (54,940,111) 28,782,681
Profit for the year   94,436,785 126,348,258

Other comprehensive income   - -
   94,436,785 126,348,258
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The following supplementary information does not form part of the annual financial statements and is unaudited:

  Notes  2018  2017
     Restated *
     N$  N$

Other operating expenses (Page 103)

Actuarial Loss   (3,678,000) -
Advertising   (941,657) (971,005)
Audit fees   (823,405) (661,925)
Bad debts written off   - (1,366,336)
Bank charges   (1,725,701) (1,709,872)
Consultancy fees   (2,824,392) (2,784,447)
Consumables   (123,185) (120,249)
Depreciation   (5,048,892) (3,470,072)
Directors fees   (2,544,006) (2,311,851)
Employee costs   (70,395,872) (66,529,330)
Entertainment   (911,230) (541,955)
General expenses   (8,837,503) (4,538,765)
Insurance   (2,158,340) (1,895,638)
IT expenses   (1,632,465) (2,518,385)
IT software licences   (4,048,477) (3,450,218)
Legal fees   (128,418) (115,600)
Local authorities surcharge   (58,303,679) (55,684,141)
Marketing expenditure   (2,281,247) (1,793,473)
Meetings & corporate events   (1,226,100) (1,502,776)
National training authority levy   (1,780,855) (1,604,917)
Operating lease charges   (2,089,402) (3,189,241)
Prepaid sales commission   (7,021,879) (5,863,236)
Printing & stationary   (2,420,930) (2,194,506)
Protective clothing   (1,048,136) (1,075,181)
Provision for bad debts   3,692,435 (5,321,317)
Secretarial services   (13,100) (9,550)
Social responsibility   (729,867) (779,341)
Subscriptions   (103,426) (122,364)
Subsistence & travelling   (4,159,303) (3,654,155)
Telephones and communication   (1,332,678) (2,151,230)
Training   (3,241,247) (2,604,556)
   (187,880,956) (180,535,630)

Total Employee costs
Bonus pay provision   (298,662) (630,388)
Job attachment   (1,112,625) (1,086,148)
Leave pay provision   (3,518,770) (3,588,530)
Medical aid contribution   (18,643,296) (16,618,692)
Other employee costs   (291,198) (290,202)
Overtime payments   (6,140,573) (5,043,717)
Pension fund contribution   (18,928,657) (16,676,359)
Performance management bonus provision   (7,155,965) -
Post employment benefit obligation provision - Actuarial loss  (3,678,000) -
Post employment benefit obligation provision - Services Cost and benefits paid 486,000 (266,000)
Salaries & wages   (128,945,930) (111,865,949)
Stand-by allowances   (1,126,696) (1,012,712)
Temporary labour   (1,085,811) (817,290)
   (190,440,183) (157,895,987)

Employee costs consist of N$ 116,366,311 (2017: 91,366,657)(included in cost of sales), N$ 70, 395,872 (2017: 
N$ 66,529,329) and actuarial loss of N$ 3,678,000 (2017: N$ Nil) (included in other operating expenses).
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