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GLOSSARY OF TERMS

AALS	 	 	 	 Affirmative	Action	Loan	Scheme
AASD    Agri Advisory Services Division
AB    Agribank of Namibia
CEO	 	 	 	 Chief	Executive	Officer
CIC    Credit And Investment Committee (of the Board)
DBN    Development Bank of Namibia
ERFP     Emerging Retail Financing Product
EHP    Enhancement Packages (a subset of SAP)
ERM    Enterprise Risk Management
ERP    Enterprise Resource Planning
EXCO    Executive Committee
FID    Farmers’ Information Day
FRACC   Finance, Risk, Audit And Compliance Committee (of the Board)
FY    Fiscal Year/Financial Year
HRC    Human Resources Committee (of the Board)
ICT    Information and Communication Technology
KWRFU    Kavango West Regional Farmers Union 
MLR    Ministry of Land Reform
NCA    Northern Communal Areas
NNFU    Namibia National Farmers’ Union
PMS    Performance Management System
SADC    Southern African Development Community
SAP    Systems, Applications, Products (In Data Processing)
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1. ABOUT AGRIBANK

1.1. Mandate 

Agribank	 is	 a	 development	 finance	 institution	whose	mandate	 is	 to	 lend	money	 to	 individuals,	
business	entities	or	financial	 intermediaries	for	the	promotion	of	agriculture	and	related	activities.	
The Bank derives its mandate from the provisions of the Agricultural Bank of Namibia Act, No. 5 of 
2003.

1.2. Strategic Thrust

1.2.1. Vision 

To be the catalyst in transforming the agricultural sector where every Namibian enjoys a quality life. 

1.2.2. Mission 

To	promote	socio-economic	development	through	affordable	and	innovative	agricultural	financing	
solutions.

1.2.3. Values 

Our core values are: 

7

Striving for excellence in the way we serve our customers.

Accounting for and taking responsibility for the actions we take in pursuit 
of our mandate.

Striving to apply skills, competence and character, expected of highly 
trained professionals, in the conduct of our business and the execution 
of our mandate.

Striving towards equitable and fair treatment of all stakeholders.

Honesty and truthfulness in the conduct of our business.

Openness in all our dealings and to public scrutiny.

CUSTOMER SERVICE

ACCOUNTABILITY

PROFESSIONALISM

FAIRNESS

INTEGRITY

TRANSPARENCY
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2. CHAIRPERSON’S REPORT2. CHAIRPERSON’S REPORT
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2. CHAIRPERSON’S REPORT

2.1. Overview

This report covers the budget year from 1 April 
2017 to 31 March 2018. It will be my last report 
as Chairperson of the Board of Directors of the 
Agricultural Bank of Namibia. After 8 years of 
serving on the Board, I will be looking to expand 
my horizons in fresh endeavours. 

It is therefore with a sense of satisfaction that I 
write this report. Over the past years, I have 
been part of a team that committed itself to 
improving the Bank by re-aligning its strategy and 
operations	to	better	focus	on	the	fulfilment	of	its	
mandate. We have laid a solid foundation in this 
regard, and I look forward to seeing the results 
of our work through improved developmental 
impact because of the Bank’s contributions. 

The Board and Management have worked well 
together to steer the Bank through a low growth 
environment. In effect, the economy contracted 
by 0.8% in 2017, compared to a marginal growth 
of 0.6% in 2016.

The slowdown in economic activities was 
evident in the mining and public administration 
sectors. The lacklustre growth in the mining 
sector could be ascribed to a slow recovery in 
commodity prices (such as uranium); as well 
as to the fact that  zinc and gold miners are 
already operating near full capacity. On the 
other end, growth in public administration, 
which accounts for nearly half of the economy, 
has been negatively impacted by the on-going 
implementation	of	fiscal	consolidation	measures	
by the Government. 

Nonetheless, the agricultural sector registered 
notable growth, from 1.8% in 2016 to 12.7% in 
2017 – driven largely by the livestock sub-sector,  
which grew by 13.7% during 2017, compared to 
a slower growth of 4.2% in the prior year. Similarly, 

the crop farming subsector recorded higher 
growth of 11.4% in 2017, compared to a decline 
(-1.2%) in the preceding year.

Overall, the pleasing growth in the agricultural 
sector can largely be attributed to good rainfall 
received during the 2016/17 rainy season, 
leading to a bumper crop harvest and improved 
market conditions.

Specifically,	 the	 performance	 of	 the	 livestock	
sector	was	largely	influenced		by	external	factors,	
such as a favourable weaning season in South 
Africa as yellow maize (feed) prices continued 
to trend below long-term averages. 

This provided a boost to Namibian livestock 
producers, who leveraged the opportunities to 
market weaners to South Africa.

The Bank continued to operate in a very 
challenging environment. The arrears on the 
loan book, which have accumulated over 
many years, continued to constrain the Bank’s 
operating	 cash-flows,	 thus	 limiting	 its	 ability	 to	
grow and reach out to more customers in line 
with demand.

At	 the	 same	 time,	 financial	 transfers	 from	 the	
shareholder	have	significantly	reduced	over	the	
past three years.

Notwithstanding, the Bank has continued to 
grow its loan book and interest income, albeit 
at a slower pace. Because of the high level of 
arrears, provisions for losses on loan advances 
have had to increase substantially, leading to a 
reduced surplus for the year.

This outcome under-scores the need to 
accelerate the loan recovery efforts to secure 
the sustainability of the Bank.
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Whilst the Bank’s collections stance has not been 
welcomed by some clients, requiring clients to 
service their loans is the only path to sustainibility 
for the Bank and its stakeholders.  

The economic outlook remains subdued, with 
negative growth (-0.8%) forecast in 2018 whilst 
only marginal growth (0.6%) is expected in 2019 
(Bank of Namibia, 2018). Fiscal consolidation 
is expected to continue for at least the next 2 
years.

With changing global climatic patterns, rainfall 
over the next year remains unpredictable. Within 
this	constrained	environment,	the	Bank	must	find	
ways	of	becoming	future-fit	and	sustainable.	

2.2. Strategy

The Bank has completed 2 years out of its current 
5-year strategy, with notable success. The strategy 
remains focused on the Bank’s customers, 
its	 financial	 sustainability,	 its	 employees,	 its	
governance environment and contribution 
to the socio-economic transformation of the 
country. The Bank has extended its frontiers by 
reaching out to communal farmers through the 
launch of the salary-backed no-collateral loan 
product. This product has been well received by 
the market with pleasing uptake. Good progress 
has also been made in preparing for the launch 
of the Emerging Retail Financing Product (ERFP). 
The latter is a no-collateral loan product for
fulltime communal farmers.

By the end of the review period, preparations 
were on track for the launch of the ERFP in the 
new	financial	year.

Financial sustainability remained uppermost on 
the agenda of both the Board and Management. 
Constant efforts were made to grow the business 
despite the challenging economic environment, 
to manage expenses prudently and to focus on 
loan repayments.

A loan book funding strategy was approved by 
the Board and the Bank started diversifying its 
funding sources in line with this policy.

On the human resources front, the Bank made 
good progress in strengthening the executive 
and management teams and in implementing 
employee development programmes. The Bank 
continued to make positive strides in ensuring a 
clean governance environment.

In this regard, a special audit was commissioned 
to look into the lending value chain in order to 
address	control	issues	that	resulted	in	a	qualified	
audit	 for	 the	 financial	 year	 ended	 31	 March	
2017. I provide feedback on the outcome of this 
initiative elsewhere in my report.

The Bank pursued a robust stakeholder 
engagement strategy to ensure timely sharing 
of information with all stakeholders. The Board is 
pleased with achievements in this regard.

The Bank awarded bursaries to Namibians to 
study	 in	agriculture-related	fields.	Crucially,	 the	
work of the Agri Advisory Services Division (AASD) 
in providing training and mentorship services to 
emerging farmers gained momentum during the 
review period. 

More	than	ever,	I	am	confident	about	the	future	
of the Bank. Its strategic plan is clear with relevant 
focus areas and measurable initiatives. A mid-
term review is planned during the course of the 
2018/19	financial	year.	Such	a	review	might	result	
in appropriate adjustments to the plan in view of 
the ever-changing operating environment.

I	am	confident	that	the	Bank	will	achieve	a	better	
developmental impact as the implementation 
of its strategic plan advances. 
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2.3. Clean Audit Opinion

The Annual Financial Statements for the year 
ended	 31	 March	 2017	 were	 qualified	 by	 the	
external auditor on the basis of  inadequate 
data integrity related to collateral securities 
underlying loan advances. Following such 
qualification,	 the	 Bank	 took	 immediate	 steps	
to identify and rectify all data gaps related to 
collateral securities. I am accordingly pleased 
to report that the Annual Financial Statements 
presented in this report were signed off by the 
Bank’s	external	auditors	without	qualification.	

2.4. Acknowledgements

On behalf of the Board, I would like to express 
appreciation to our customers and stakeholders, 
particularly the shareholder, for their continued 
support. I also hereby express my gratitude to my 
co-Directors for their extra-ordinary commitment 
to the work of the Bank.

Through their dedication and wise inputs, they 
have	helped	the	Bank	to	fulfil	 its	mandate	 in	a	
challenging environment. The Board can look 
back on their three-year tenure with pride and 
satisfaction.

Under the Board’s guidance, a new strategic 
plan was crafted, executive management was 
strengthened, a performance management 
system was implemented, the governance 
and control environments have been cleaned 
up; and the Bank has earnestly embarked on a 
financial	sustainability	mission.	

The	 next	 Board	 can	 confidently	 focus	 on	
securing	the	financial	sustainability	of	the	Bank	
and enhance its developmental impact.

Lastly, but certainly not leastly, I wish to thank 
Management and all Bank employees for 
their focus on delivery.

The targets were high and the deliverables many, 
but the Board is pleased with the achievements 
so far. 

By continuing on this trajectory, you will certainly 
achieve more for the development of our 
country than you might have thought possible 
in the past. 

Stay well.

____________________
Terttu N T Uuyuni
CHAIRPERSON
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From left to right: Oiva Mahina, Terttu Uuyuni, Michael Iyambo, Dagmar Honsbein, Dr Michael HumavinduFrom left to right: Oiva Mahina, Terttu Uuyuni, Michael Iyambo, Dagmar Honsbein, Dr Michael Humavindu



ANNUAL REPORT   |   2018

13

3. BOARD OF DIRECTORS

3.1 Board Tenure, Directors’ Experience and
	 Qualifications

Chairperson
Terttu Uuyuni
(1 July 2015 – 31 August 2018)
 
Mrs Terttu Uuyuni is the Chairperson of the Board. 
She has over 13 years’ experience in commercial 
banking	 and	 bank	 supervision.	 A	 firm	 believer	
in personal growth and development through 
consultative leadership, Mrs Uuyuni is one of the 
longest serving members of the Board. 

In addition 

In addition to her role as Chairperson, Mrs 
Uuyuni also served on the Finance, Risk, Audit 
and Compliance Committee (FRACC) of the 
Board, and its predecessor, the Audit and Risk 
Committee.

Mrs Uuyuni served as Vice-Chairperson of the 
Board from July 2010 to February 2012, before 
her appointment as Chairperson of the Board. 
Her long tenure as Chairperson of the Board 
has ensured both the retention of institutional 
knowledge as well as the continuation of Board 
strategies.

Mrs Uuyuni holds a Bachelor of Commerce 
degree from the University of Namibia, a CAIB 
(Associate Diploma in Credit) from the Institute of 
Bankers of South Africa, and is currently pursuing 

MBA studies with the University of 
Nicosia.
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Vice Chairperson
Michael Iyambo
(1 July 2015 – 31 August 2018)

Mr Michael Iyambo is the Vice Chairperson of the Board. He is a knowledgeable and successful 
commercial farmer, with a focus on horticulture.  

Mr Iyambo’s successful farming business resulted in him receiving 
the following awards: Namibia Business Awards Award for 
Excellence (2011), Large Scale Horticulture Producer of the 
Year (2014) and Freshmark Supplier of the Year (2016) 
and his appointment as the Chairman of the National 
Horticultural Task Team and Vice Chairman 
of the Karst Area Horticultural Association 
and Vice Chairman of the Potatoes and 
Onions Producers Association.

Mr Iyambo was recently appointed 
as Chairperson of the Namibia 
Agronomic Board.

His knowledge about the 
industry, and sound business 
acumen, provide for optimum 
advice on credit analysis.
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Board Member
Oiva Mahina
(1 July 2015 – 31 August 2018)

Mr Oiva Mahina is a farmer and businessman 
based in Kavango West. His business interests are 
in	financial	services,	farming	and	the	hospitality	
industry. He currently holds the positions of Vice 
President of the Namibia National Farmers’ 
Union (NNFU) and of the Kavango West Regional 
Farmers Union (KWRFU). 

He previously served on the Board
of the Meat Corporation of 
Namibia (Meatco).

He also served as the Chairperson of the 
Kavango Farmers Union and the Kavango Local 
Business Association.

Mr Mahina brings with him a wealth of experience 
and knowledge about the challenges of 
communal and emerging farmers north of the 
veterinary cordon fence, which speaks directly 
to the service delivery aspirations of the Bank. He 
chairs the Human Resources Committee (HRC) 
of the Board.

Mr Mahina holds a Basic Education Teachers’ 
Diploma from the Rundu College of 

Education.

15
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Board Member
Dagmar Honsbein
(1 July 2015 – 31 August 2018)

Mrs Dagmar Honsbein has fundamental 
and practical insights in value chain 
management	 as	 well	 as	 financial	
systems and resources mobilisation for 
development.

She is equally comfortable in providing 
professional services at policy and 
grassroots levels. Her extensive knowledge 
in the productive sectors and innovation 
management are invaluable as the Bank 
gears itself to serve its clients and respond 
to their needs in an ever-changing 
agricultural environment.

She chairs the Finance, Risk, Audit and 
Compliance Committee (FRACC) of the 
Board.

Mrs Honsbein is a fellow in International 
Marketing from Reutlingen University in 
Germany and holds a Master’s degree 
in Chemical Engineering and Applied 
Sciences from Aston University, Birmingham, 
United Kingdom; as well as a BSc in 
Wood Engineering from the University of 
Stellenbosch, South Africa.

She	 is	 a	 Certified	 Expert	 in	 Microfinance,	
SME Finance and Climate and Renewable 
Energy Finance, as well as Financial and 
Managerial Accounting. 

16
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Board Member
Dr Michael Humavindu
(1 July 2015 – 31 August 2018)

Dr Michael Humavindu boasts a strong academic 
and professional background in economic 
research, industrialisation, SME development, 
economic advice, as well as modelling and 
policy analysis.

Dr Humavindu spent eight years in development 
finance	 at	 the	 Development	 Bank	 of	 Namibia	
(DBN),	 where	 he	 worked	 on	 project	 finance,	
deal structuring, credit assessments, and the 
design	of	policies	such	as	the	Microfinance	and	
Development Impact Framework.

Presently a Deputy Permanent Secretary in 
the Ministry of Industrialisation, Trade and 
SME Development, Dr Humavindu is optimally 
positioned to lead discussions and test the 
Bank’s	 policies	 against	 the	 fiscal	 space,	 policy	
trends and the country’s economic agenda.

He chairs the Credit and Investment Committee 
(CIC) of the Board.

Dr Humavindu holds a PhD in Economics from 
the University of Umeä, an MSc in Finance and 
Investments from the University of Durham, 
United Kingdom, an MA in Economics from the 
University of Stellenbosch, and a Postgraduate 
Diploma in Environmental Economics from the 
University of London, United Kingdom.

17
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4. CORPORATE GOVERNANCE STATEMENT

4.1. Determining Strategic Direction

The Bank acknowledges that virtuous corporate governance is fundamental in the execution of its 
mandate. The Board and its sub-committees are responsible for strategically directing the Bank by 
ensuring timely decision-making and that actions and resolutions of the Board and its Committees 
are based on robust value-based discussions. The Board approves the Bank’s strategy and exercises 
oversight over the implementation of that strategy.

4.2. Governance Framework and Board Structure

MINISTRY OF FINANCE

BOARD

MINISTRY OF PUBLIC
ENTERPRISES AND OTHER

STAKEHOLDERS

COMPANY
SECRETARY

FINANCE, RISK, AUDIT AND COMPLIANCE
COMMITTE (FRACC)

CREDIT AND INVESTMENT COMMITTE
(CIC)

HUMAN RESOURCE COMMITTE
(HRC)

4.2.1. Internal Governance Functions

To ensure robust risk management, compliance 
and best practice internal controls, the Bank has 
set	up	the	following	fully-fledged	functions:

. Internal Audit

. Risk Management, and

. Compliance

4.2.2. Internal Control Environment

Responsibility for the systems of operational and 
internal	financial	controls	rests	with	the	Board	and	
was delegated, during the review period, to the 
Finance, Risk, Audit and Compliance Committee 
(FRACC). The Bank’s governance principles on 
ethical behaviour, legislative compliance and 
sound accounting practices lay the foundation 
for its internal control processes.

Figure 1: Governance Framework and Board Structure
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Executive Management is accountable for 
determining the adequacy, extent and operation 
of control systems. The work of Internal Audit, Risk 
Management and Compliance is reported on a 
quarterly basis to the Board Finance, Risk, Audit 
and Compliance Committee.

In turn, that Committee reports back to the 
Board, also on a quarterly basis. Assurance 
on the internal control enviroment is provided 
through the annual review by external auditors 
at	 financial	 year-end.	 For	 the	 reporting	period,	
the	Bank	received	an	unqualified	audit.	

4.3. Board of Directors

The Board of Directors is accountable for setting 
the strategic direction of, as well as implementing 
an effective governance framework within, 
the Bank. This is necessary to safeguard the 
interests of the Bank and its stakeholders. The 
Board ensures that the Bank actively seeks to 
comply with applicable laws and regulations 
as well as its own policies and procedures. This 
is achieved through strict oversight by the three 
Board Committees, which are accountable to 
the Board.

The	Board	consists	of	five	non-executive	directors	
who are appointed by the shareholder based 
on	their	skills,	experience	and	expertise	 in	fields	
critical to the Bank’s performance. The role, 
functions and powers of the Board are derived 
from the Bank’s Establishment Act, applicable 
laws, regulations, the Board Charter, corporate 
governance best practices as well as approved 
policies. 

The Board’s main responsibilities are, inter-alia: 

. Setting the Bank’s strategy and overall 
direction in line with the shareholder’s 
mandate;

. Bringing independent, informed and 
effective judgment to bear on material 
decisions affecting the Bank; 

. Approval of annual business plans and 
budgets – inclusive of both operational 
and capital budgets;

. Ensuring that an effective governance 
framework is in place in the Bank; and

. The recruitment and termination of the 
services	of	the	Chief	Executive	Officer.

The Board meets quarterly or at any ad hoc times 
as circumstances require. Directors have access 
to any such information from the Bank or any 
senior employee of the Bank as they may need 
to exercise their independent judgment on the 
affairs of the Bank; and may seek independent 
advice individually or collectively on any matter 
concerning the Bank should they need to do so 
in	fulfillment	of	their	fiduciary	mandate.

4.3.1. Board Committees

To execute its mandate, the Board has set up 
Committees. In so doing, the Board recognises 
and accepts the principle that whilst certain 
powers can be delegated to Committees, 
ultimate accountability for delegated matters 
remains with the Board. Authority delegated 
by the Board accordingly always entails a 
requirement of reporting back to the full Board 
and the obligation on the Board to monitor and 
evaluate the performance of the Committees. 

19
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Outlined here-after are the three Committees, 
their oversight roles as well as members who 
serve on them:

a) The Finance, Risk, Audit and Compliance
     Committee (FRACC).

This Committee consists of three (3) non executive 
Directors and is chaired by Mrs Dagmar Honsbein. 
Other members of the Committee are Mrs Terttu 
Uuyuni and Dr Michael Humavindu.

The Committee exercises oversight in respect of:

. The Bank’s systems of internal controls in
	 the	areas	of	finance	and	accounting;
. Oversight over procurement policies and
 adherence to these;
. The Bank’s auditing, accounting and
	 financial	reporting	processes;
. Internal and external auditor obligations;
. Bank-wide risk management – which
 includes consideration and investigation
	 of	strategic,	financial	and	operational
	 risks	as	identified	by	management,
 internal and external auditors; and,
. Compliance of the Bank to applicable
 laws, regulations and policies.

b) The Human Resources Committee (HRC)

This Committee consists of three (3) non-
executive Directors and is chaired by Mr Oiva 
Mahina, with other members being Mr Michael 
Iyambo and Mrs Dagmar Honsbein. Its primary 
functions are:

. Establishment and review of an
 appropriate remuneration framework
 for Management and employees – in line
 with periodic market developments and
 the directives of the Ministry of Public
 Enterprises;
. Review of organisational and staff
 matters; as well as ensuring employee

 welfare; and, 
. Review and approval of annual salary
 increases.

c) The Credit and Investment Committee (CIC)

This Committee is comprised of three (3) non-
executive Directors and is chaired by Dr Michael 
Humavindu. Other members are Mr Michael 
Iyambo and Mr Oiva Mahina. The Committee’s 
primary functions are:

. Oversight over credit policy;

. Oversight over development impact of
 the Bank;
. Review and approval of loans with a
 monetary value of up to N$15 million;
. Review and recommendation, to the
 Board for approval, of loans with a
 monetary value in excess of N$15 million;
. Oversight over investment decisions of
 the Bank;
. Oversight over the assets and liability
 management function of the Bank;
. Ensuring the continuing relevance of the
 Bank’s loan products.

20
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4.3.2. Board and Committee Attendance

The	 following	 table	 reflects	 the	 attendance	 of	 the	 Board	 and	Committee	meetings	 during	 the	
review period. The Board had four special meetings during the review period. Board members do 
not receive sitting fees for special or additional meetings.

NAME OF 
DIRECTOR

Terttu Uuyuni

Michael

Iyambo

Michael

Humavindu

Oiva Mahina

Dagmar

Honsbein

Chairperson

Deputy

Chairperson

Member

Member

Member

8/8

8/8

6/8

7/8

8/8

Member

-

Member

-

Chairperson

5/5

4/5

5/5

-

Member

Chairperson

Member

-

9/9

9/9

7/9

-

Member

-

Chairperson

Member

BOARD MEETINGS
ATTENDED

FINANCE, RISK,
AUDIT AND
COMPLIANCE
COMMITTEE

MEETINGS
ATTENDED

MEETINGS
ATTENDED

4/4

4/4

3/4

MEETINGS
ATTENDED

CREDIT AND
INVESTMENT
COMMITTEE

HUMAN
RESOURCES
COMMITTEE

Table 1: Board and Committee Attendance

Table 2: Board Fees

Table 3: Board Fees per Director for the period: April 2017 – March 2018
* As a civil servant, Dr Michael Humavindu does not receive Board fees.

4.3.3. Board Training and Development

The Board and senior members of management attended a two day workshop on best practices 
in governance and risk management facilitated by Dr Joachim Bald from the Frankfurt School of 
Finance and Management in February 2018. Dr Bald is an international advisor and recognised 
expert in Treasury and Risk Management for emerging market banks. The training was held at the 
Bank’s	head	office	in	Windhoek.

Board Member      Retainer Fees   Sitting Fees   Total

Terttu Uuyuni

Michael Iyambo

Oiva Mahina

Dagmar Honsbein

*Dr Michael Humavindu

Total

107 213

117 847

131 552

131.552

N/A

488 164

48 737

45 062

51 800

55 728

N/A

201 327

155 950

162 909

183 352

187 280

N/A

689 491

21

2018 2017

Retainer Fees

Sitting Allowance

Total

488 164

201 327

689 491

459 070

290 175

749 245
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4.3.4. Company Secretarial

The role of the Company Secretary is to ensure 
the Board remains cognisant of its duties. In 
addition to guiding the Board on discharging its 
responsibilities, the Company Secretary keeps the 
Board abreast of relevant changes in legislation 
and governance best practices. The Company 
Secretary also oversees the induction of new 
Directors, as and when these are appointed,  
as well as coordinate initiatives for the on-going 
education of Directors. To enable the Board 
to function effectively, all Directors have full 
and timely access to information that may be 
relevant to the proper discharge of their duties. 
This includes information such as corporate 
announcements, stakeholder communication 
and other developments which may affect the 
Bank and its operations. All Directors have access 
to the services of the Company Secretary.

4.4. Communication with the Shareholder

The Bank ensures continuous and constructive 
communication with the shareholder primarily 
through the following fora:

. The Bank’s Annual Report. This should be
 prepared and submitted in a timely
 manner to the shareholder in line with
 statutory reporting requirements;
. Regular	briefings	with	the	shareholder	on
 matters affecting the Bank; and,
. The Annual General Meeting at which
 the shareholder is informed about: 
 - The strategy of the Bank
 - The performance of the Bank, and
	 -	Any	significant	matters	

4.5. Compliance

4.5.1. Code of Ethics 

The Bank operates on the basis of a sound 
culture	of	entrenched	values	that	are	reflected	
in the approved Code of Ethics. To ensure that 
these ethics are adhered to, all employees 
are made aware of the Code of Ethics during 
their induction. Furthermore, employees are 
also	 required	 to	complete	a	conflict	of	 interest	
declaration form, which should be updated 
regularly when changes occur. Employees are 
introduced to all new policies through policy-
awareness sessions. All policies are loaded onto 
the Bank’s intranet site for easy reference by 
employees.

4.5.2.	Conflict	of	Interest

In	 order	 for	 the	 Bank	 to	guard	against	 conflict	
of interest, the Company Secretary maintains a 
register of Directors and employees’ interests. 
In addition, the Directors and Management 
are required to declare all interests at the 
meetings they attend, which is recorded in 
writing, as required by legislation. At no time 
during the reporting period were any contracts 
of	 significance	 relative	 to	 the	 Bank’s	 business	
entered into with either a Director of the Bank 
or any member of the Executive Committee or 
any entities in which any Director or Executive of 
the	Bank	have	an	interest.	No	conflicts	of	interest	
were, thus, eminent during the review period.
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5. CHIEF EXECUTIVE OFFICER’S REVIEW5. CHIEF EXECUTIVE OFFICER’S REVIEW

Sakaria Nghikembua
Chief Executive Officer
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5.1. Introduction

This report highlights progress made in the 
implementation of our strategic plan and reviews 
pertinent aspects of the Bank’s operations. The 
review is embedded in the context of a stagnant 
economy and constrained liquidity for the Bank 
resulting from many years of inadequate loan 
repayments by clients on one hand; and high 
expectations for the Bank to contribute to the 
rapid transformation of the agricultural sector 
through inclusiveness, training and mentoring 
interventions and the infusion of more affordable 
financing	 into	 the	 economy	 to	 help	 boost	
productivity, create employment and reduce 
poverty, on the other hand.

I am pleased to report on the Bank’s operations 
for	the	financial	year	ended	31	March	2018.	We	
have laid a solid foundation for future growth  
of the business amidst a challenging operating 
environment.

5.2. Strategic Progress 

5.2.1 Key Actions

Key developments over the review period 
included:

. Introduction of the salary-backed no-
collateral loan product for communal 
farmers. Launched on 28 April 2017, this 
product has been well-received in the 
market with N$26 million having been 
disbursed	by	the	close	of	the	financial	year	

on 31 March 2018. We expect demand 
to	 increase	 in	 the	 new	 financial	 year	 as	
more customers become aware of the 
product. Not only has the product had a 
transformational impact in that it allowed 
the Bank to offer loans to previously 
excluded communal farmers but it also 
provided an opportunity for the Bank to 
grow its customer base.

. The Bank continued to gain an enhanced 
understanding of its customers through 
more	 refined	 research.	 The	 research	
division produced comprehensive 
monthly reports – focusing on the 
economy, climatic patterns, pertinent 
issues in agriculture and any emerging 
risks and opportunities. These reports are 
discussed at both Management and 
Board levels and appropriate decisions 
are taken in light of the ensuing insights. 

. The Bank continued with its arrear recovery 
initiative. As a result of this initiative, close 
to N$180 million was collected amongst 
the two main channels used by the Bank, 
namely the external debt collectors 
and the internal legal services division. 
Notwithstanding, the deep-rooted 
non-payment culture amongst clients, 
remains an area of focus as some clients 
continued to fall into arrears during the 
review period.

. Given its focus on employee development, 
the Bank implemented customer 
service, sales effectivess and leadership 
development interventions for various 
employee groups. This was in addition to 
study loans which the Bank availed to its 
employees to pursue tertiary education at 
institutions of higher learning. In the new 
financial	 year,	 employee	 training	 will	 be	
based on individual development plan 
outcomes. 

“The review is embedded 
in the context of a stagnant 
economy and constrained 
liquidity for the Bank ...”
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 There will also be leadership development
 for senior and executive management.

. The Bank implemented a special 
audit into the lending value chain. The 
objective of this audit was to understand 
and deal with issues related to collateral 
capturing and accuracy which resulted 
in	 an	 audit	 qualification	 in	 the	 2017	
financial	 year.	 Significant	 progress	 was	
made in understanding the nature and 
extent of the problem. The Bank updated 
its	 collateral	 records	 and	 verified	 the	
accuracy of the collateral records to 
the satisfaction of external auditors. A 
comprehensive action plan has been 
crafted to close out all issues emanating 
from the special audit.

. The Agri Advisory Services Division (AASD) 
celebrated	 its	 first	 year	 as	 an	 integral	
part of the Bank. A number of farmers 
benefitted	 from	 the	 division’s	 training	
and mentorship services. Details of their 
achievements are highlighted in this 
review.

. The Bank continued to implement its 
stakeholder engagement strategy – 
reaching out to the shareholder, clients, 
policy-makers, farmers’ unions, the media, 
employees and the employees’ trade 
union. The objective is to create on-going 
awareness of the Bank’s programmes 
and actions. We have received positive 
feedback on our endeavours.

. As part of its corporate social responsibility 
programme, the Bank awarded three 
bursaries to students studying at the 
University	of	Namibia.	Sponsored	fields	of	
study include veterinary medicine, as well 
as crop and animal sciences. 

5.2.2 Financial Highlights

Financial performance highlights during the 
review period are as follows:

. The loan book grew by 6% from N$2.61 
billion in 2017 to N$2.77 billion in 2018.

. Because most of the loan book growth 
only happened towards the end of 
the	 financial	 year,	 interest	 income	 on	
advances only grew by 3.7%, from N$167.5 
million in 2017 to N$173.7 milion in 2018.

. Provision for losses on advances increased 
by 165.6%, from a positive N$36.9 million in 
2017 to a negative N$24.2 million in 2018, 
as a result of continuing growth in arrears 
as well as implementation of a stricter 
provisions policy during the review period.
The Bank is fully compliant with the 
requirements of BID-2 and IFRS 9.

. Interest income on investments decreased 
by 26.5% from N$18.9 million in 2017 to 
N$13.9 million in 2018, as a result of lower 
investment balances held and reduced 
investment yields achieved. The pick-up 
in loan disbursements in the second half 
of	 the	 financial	 year	 had	 resulted	 in	 the	
lower investment balances for the year. 

. Other operating income rose by 13.4% 
from N$12.7 million in 2017 to N$14.4 million 
in 2018, driven largely by administration 
fee income on the Loan Guarantee Fund.

. General administrative expenses rose 
by 7.5% from N$121.4 million in 2017 to 
N$130.5 million in 2018. This rate compares 
favourably to an 11% increase between 
2016 and 2017; and an increase of 17% 
from 2015 to 2016. 
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The downward trend in the expense 
growth	rate	over	the	past	three	financial	
years had resulted from deliberate 
expense containment efforts.

. As a result of the slow growth in core interest 
income	 and	 the	 significant	 increase	 in	
provisions, operating surplus for the year 
decreased from a restated N$84.4 million 

in 2017 to N$26.9 million in 2018; whilst the 
overall surplus for the year decreased 
from a restated N$99 million in 2017 to 
N$29.8 million in 2018. The restatement 
was necessary as a result of the clean-
up done on the collateral securities data. 
Based	 on	 our	 financial	 performance	
for the review period, comparative key 
financial	ratios	are	as	follows:

Table 4: Key Financial Ratios

2018 2017

86.4%86.4%

3.73%1.05%

66.9%71.9%

8.94 times8.45 times
21%20%

5.94%5.69%

Loan advances (after provisions) as a percentage of total assests (%)

Return on Assests

Cost-to-Income

Liquidity
Arrears as a percentage of total advances (%)

Net Interest Margin (%)

Key Ratio

5.3. Benchmarking

As a member of the Association of African 
Development Banks and Finance Institutions, 
we rate ourselves in three core areas, namely: 
governance	 guidelines,	 financial	 prudential	

standards and operational guidelines. This rating 
system is designed to assist the Bank to achieve 
the highest levels in respect of governance, 
financial	 management	 and	 operational	
efficiencies.	 Our	 self-rating	 is	 reviewed	 by	 our	
external auditors.

KEY METRIC (%WEIGHT)

TOTAL SCORE (WEIGHTED)

Governance standards (40%)
Financial prudential standards (40%)
Operational standards (20%)

2017/18 SCORE 2016/17 SCORE DIRECTION OF CHANGE

41.4%
25.4%
11.5%
78.4%

38.5%
28.4%
10.4%
77.2%

Table 5: Development Financing Institutions Benchmarking
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Andre Botes
Executive: Sales

Ignatius Theodore
Chief Financial Officer
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1.34%
1.29% 1.24% 1.07% 0.44% 0.41% 0.13% 0.008% 0.006% 0.003%

Figure 2: Breakdown of Loans Disbursed

5.4. Sales and Credit

The Bank increased its disbursements by 17.9%, from N$304.0 million in 2017 to N$358.4 in 2018. Of this 
amount, farmland purchases constituted the biggest component, amounting to 38.1%, followed by 
large stock loans (18.4%) consolidation of debt (10.8%) and seasonal production loans (8.4%).

The percentage break-down of the loans disbursed during the review period is shown in Figure 2.
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The Bank introduced the no-collateral loan product in April 2017. By 31 March 2018, an amount 
of N$26 million (or just over 7% of total disbursements) has been disbursed in no-collateral loans 
throughout the country. The regional spread of the no-collateral loan book is shown in Table 6.

Figure 3: Regional Client Spread For No-Collateral Loans

Region

//Kharas
Erongo
Hardap
Kavango
Khomas
Kunene
Ohangwena
Omaheke
Omusati
Oshana
Oshikoto
Otjozondjupa
Zambezi
Total

6
3
7

25
4
7

29
35
16
27
18
8

43
228

707 100
520 000
822 564

2 768 441
399 100
704 435

2 462 854
3 948 884
1 130 921
2 635 293
2 180 814
1 167 494
6 574 468

26 022 368

Number of disbursed loans Value of disbursed loans (N$)

Table 6: Regional Spread of No-collateral Loans

The majority of the no-collateral loans were taken by clients in regions with substantial communal 
areas, as depicted in Figure 3.
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Furthermore, a total of 1760 loans were disbursed to clients residing in the commercialised farming 
areas of Khomas, Otjozondjupa, Omaheke, Oshikoto and Kunene. Complete details of these 
disbursements are shared in Table 7.

As part of its efforts to embed strategies to pro-
actively manage arrears, the Bank re-aligned 
its	 loan	 installments	 to	 the	 cash-flows	 of	 the	
financed	 activities.	 Furthermore,	 the	 credit	
division focused on completing the capturing 
of collateral securities on the SAP system; as 
well as verifying the accuracy of the captured 
collateral data.

With the change-over from the old BankMaster 
system to SAP in 2012, not all collateral was 
captured, and not all captured collateral data 
was	accurate,	resulting	in	an	audit	qualification	
in 2017.

It was thus necessary to embark on an exercise 
to ensure the completeness and accuracy of the 
collateral data. The Bank used the review period 
to strengthen its internal recoveries capacity 
in anticipation of the expiry of the contracts 
for external debt collectors appointed at the 
beginning of the 2017 calendar year. 

Towards	 this	 end,	 new	 recovery	 officers	 were	
appointed into vacant positions at various 
branches, whilst other employees involved in 
both pre-legal and legal collections were re-
oriented towards a new recoveries culture in 
the Bank. We expect this re-orientation to yield 
positive results in the coming years.

Region

//Kharas
Erongo
Hardap
Kavango
Khomas
Kunene
Not assigned
Ohangwena
Omaheke
Omusati
Oshana
Oshikoto
Otjozondjupa
Zambezi
Total

103
31

117
344
117
97
7

32
224
367
33
75

169
44

1,760

21,393,798
8,053,515

40,953,843
17,481,709
61,127,639
28,768,553
1,668,499
2,457,279

39,878,041
8,024,997
4,546,796

31,854,445
60,005,162
6,198,281

332,412,557

Number of disbursed loans Value of disbursed loans (N$)

Table 7: Regional Spread of Loan Disbursements (excluding no-collatoral loans)
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Table 8: Employment Breakdown, 2017/ 2018 Graph 1: Gender Employment Breakdown: Male and Female

5.5. Human Capital

The	Bank	closed	the	financial	year	on	31	March	2018	with	a	total	of	139	employees.	In	this	regard,	22	
employees joined the Bank whilst 7 employees resigned from the Bank in pursuit of new opportunities 
in the market during the review period. These movements are within benchmark thresholds. The 
breakdown of the employee base in the Bank at year-close is shown in Table 8.

Job Category

Executive
Management
Non-Management
Total

6
22
39
67

0
14
58
72

6
36
97

139

Male Female Total

58% 33%

9%

Non-Management

Management

Executive

Graph 1a: Gender Employment Breakdown; Male Graph 1b: Gender Employment Breakdown; Female

81%

0%

19%

As	in	the	previous	year,	the	Bank	continued	to	comply	with	the	requirements	of	the	Affirmative	Action	
Employment	Act	(Act	29	of	1998)	and	was	issued	with	a	compliance	certificate	by	the	Employment	
Equity Commission.

5.5.1. Organisational Development

The	 Bank	 focused	 on	 training	 and	 development	 interventions	 in	 areas	 that	 were	 identified	 as	
requiring attention, such as client service, sales effectiveness, risk management, team-building and 
leadership development.

Indicator FYE March 2018 FYE March 2017

Average Age
Staff Turn Over Rate
Average Tenure Service
Terminations
Staff Cost/ Total Cost Ratio
Absenteeism Rate
Total Number of Employees
Workforce Distribution: Male to Female

40 Years
5%

6 - 10 Years
7

58%
2.85%

139
48 - 52

40 Years
7%

6 - 10 Years
10

60%
3%

124
50 - 50

Table 9: Human Resources Ratios
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Details of employee participation in these courses are captured in Figure 4.

Client
Service

7280
70

60

50
40

30
20
10

0
Sales

Effectiveness
And Client

Service

Risk
Management

PMS Rating
Philosophy

Team
Building

Leadership
Development

42

23
31

11 13

Figure 4: Training Interventions

It is note-worthy that each employee has 
attended	at	least	one	intervention,	reflecting	a	
100% coverage. The Bank made an investment 
of N$1 million in employee training and 
development interventions during the review 
period.	 The	 Bank	 also	 finalised	 employee	
recognition and performance bonus schemes 
for	 implementation	 in	 the	 new	 financial	 year.	
An	 Employee	 Wellness	 Officer	 was	 employed	
during the review period, with the objective of 
enhancing employee welfare and well-being. 
A comprehensive employee wellness action 
plan was developed and its implementation 
has already started. We expect this role to yield 
positive results for employees in particular, and 
for the Bank in general, in coming years.

5.6. Marketing and Communications

5.6.1. Stakeholder Relationships

Stakeholders are key partners in our business. 
To strengthen and maintain stakeholder 
relationships, the Bank formalised its stakeholder 
engagement strategy and the media plan 
during the year under review.

To ensure a holistic and coordinated stakeholder 
engagement approach,  stakeholders were 
segmented	and	classified	on	 the	basis	 of	 their	
relationship with, and impact on, the Bank.
The engagement strategy employs multiple 
engagement methods, including one-on-one 
meetings, audience presentations, the media 
and	closed-forums	with	specific	stakeholders.
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Figure 5: Brand Visibility

The Bank regularly tracks its media exposure and brand visibility. It is pleasing to report that the 
Bank achieved ranking in the top 15 positively communicating brands in Namibia as reported by 
NaMedia.

The results of the brand visibility rating are shown in Figure 5.
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5.6.2. Corporate Social Investments 

Table 10: Regional Spread of Sponsorships, FY 2017/18

The Corporate Social Investments (CSI) 
programme is aimed at supporting initiatives 
that	are	sustainable	 in	the	long-run,	specifically	
those that conserve natural resources, advance 
communities and engage our employees whilst 
building our brand and enhancing relationships 
with our stakeholders.

During the review period, the Bank invested 
N$1 million in various social investment initiatives 
throughout the country.

The spread of such sponsorships is captured in 
Table 10.

The Bank will continue to enhance its brand 
visibility through stakeholder engagement, 
as well as publicity and targeted advertising 
initiatives to create brand and product 
awareness.

Amount (N$)Region

Erongo
Hardap
//Kharas
Kavango West
Kavango East
Khomas
Kunene
National
Ohangwena
Omaheke
Oshana
Otjozondjupa
Zambezi
Total 1,011,288

37,000
4,000

10,000
85,000
5,000

32,428
15,000

700,000
30,000
27,500
15,360
40,000
10,000
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Regan Mwazi
Executive: Marketing &

Customer Strategy

Ben Jacobs
Executive: ICT & Business 

Innovation
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Figure 6: Regional Spread of AASD’s Interventions

36

Table 11: AASD Training Events

Note: Aggregate gender percentages do not add up to 100% due to blank entries in attendance registers 
for some events.

5.7. Agri Advisory Services

The	Agri	Advisory	Services	Division	(AASD)	conducted	151	training	related	events,	benefiting	5,091	
farmers. Further details are given in Table 11.

Type of Event Number of
Events

Total
Participants

Male
Participants

Female
Participants

Agribank Male
Clients

Agribank Female
Clients

Farmer information days 44 2181 1355 93 56821
Evening/day lectures 66 1847 1076 192 108744
Short training courses 23 743 307 26 35417
Practical sessions 14 277 155 27 16122
Excursions 2 22 17 8 55
Staff lectures 2 21 17 6 210
TOTAL 151 5091 2921 (57%) 352 (12%) 222 (10%)2119 (42%)

The regional spread of the AASD’s interventions is shown in Figure 6.
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Stephanie De Klerk
Manager: Legal Services

Evast Kalumbu
Corporate Governance 

Officer

Kenneth Kasata
Risk Officer

Benjamin Coetzee
Manager: Internal Audit
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5.8. ICT and Business Innovation
A core building block of the Bank’s strategy is 
innovation. The Bank has strategically adopted 
a forward-looking approach and intends to 
use technology and innovation as competitive 
differentiators. In pursuit of this objective, 
the Bank created a position of Executive for 
Information and Communication Technology 
(ICT) and Business Innovation as part of its 5-year 
strategic	plan.	This	position	was	successfully	filled	
in March 2018. 

Whilst the ICT division has primarily focused on 
providing operatonal support to the business 
during the review period, its role would be to help 
the business compete through the appropriate 
use of technology by streamlining operations 
and making it easy for customers to do business 
with the Bank. 

5.9. Research and Product Development

During the review period, the division concluded 
feasibility work related to the establishment of a 
branch	office	in	Omaheke	region.	That	office	will	
be	opened	 in	 the	new	financial	year	starting	1	
April 2018. The division also developed a product 
development policy and framework, which 
were approved by the Board. All new products 
will be evaluated in line with the requirements 
of this framework. The division has continued 
to produce regular extensive research and 
advisory reports which are discussed at various 
Management and Board levels in the Bank; 
and serve as critical input into decision-making 
processes. 

5.10. Risk Management

This division continued to embed risk 
management practices by regularly reviewing, 
and reporting on, the top 10 enterprise-level risks 
at Executive Committee and Board levels.

The division rolled out the risk management 

framework to departmental levels. Whilst a good 
start has been made, more work needs to be 
done in the new year to ensure the embedding 
of a risk management culture throughout the 
business. The division developed a number of 
risk management-related policies which were 
approved by the Board and coordinated a 
risk management training workshop, under the 
auspices of the Board Finance, Risk, Audit and 
Compliance Committee, for the Board and 
senior managers in the Bank.

This workshop resulted in a comprehensive risk 
management action plan covering key areas of 
risk mitigation across the Bank’s operations. 

5.11. Internal Audit

This division re-aligned its plan to the Bank’s risk 
profile,	and	achieved	an	audit	completion	rate	
of 76% during the review period. It also oversaw 
the achievement of a 65% completion rate 
for follow-up audit items. The division started 
work on the development of a whistleblower 
policy, which is expected to be approved and 
implemented	in	the	new	financial	year.	

5.12. Legal Services

Key achievements for this division include:

. Arrear collections of N$66 million.

. Finalisation of 50% of all human resources
 litigation cases, with reference to cases
 that were open on 1 April 2017.

. Streamlining divisional processes to
 ensure timely escalation of legal cases to
 default judgement stage.
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Results of the latter initiative will become more 
evident	in	the	new	financial	year.
The division will intensify its legal collection 
efforts	 and	 will	 finalise	 the	 appointment	 of	 a	
reconstituted legal panel to assist the Bank in 
improving its legal collections over the next 
three years. 

5.13. Conclusion

This has been a year of consolidation. We 
have made good progress in implementing 
our strategic initiatives. We have strengthened 
the executive team. We have cleaned up 
operational	 deficiencies	 that	 resulted	 in	 the	
Bank	 receiving	 a	 qualified	 audit	 in	 2017	 and	
have developed a clear action plan to close 
all	 gaps	 identified	 in	 the	 special	 audit	 into	our	
lending value chain.

We have strengthened our internal collections 
capacity, which should assist in strengthening 
our liquidity position in future years. We have 
developed a loan book funding strategy to help 
the Bank diversify its funding sources over time. 
We have reached out to communal farmers 
through the launch of the no-collateral loan 
product; and have kick-started training and 
development plans for our employees.

The newly incorporated Agri Advisory Services 
division has made a good head-start in providing 
training and mentorship services to communal 
and emerging commercial farmers in different 
regions of the country.

We have maintained stakeholder engagement 
and	have	started	supporting	students	financially	
to	 study	 in	 agriculture-related	 fields	 at	 tertiary	
institutions in Namibia.

Yet we need to do more. We need to 
unequivocally	move	the	Bank	 into	a	financially	
sustainable	space.	We	need	to	find	and	support	
more agro-processing enterprises. We need 
to assist more emerging farmers gain skills 
and knowledge to improve their productivity, 
increase production, employ more people and 
contribute to economic expansion. I believe 
we are well-positioned to achieve all these 
outcomes and more.

I thank the shareholder, the Board, Management 
and all Bank employees for their commitment 
and support throughout the year. We have our 
work cut out for us!

_____________________
Sakaria Nghikembua
CHIEF EXECUTIVE OFFICER
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7.1 Introduction

The accounts of the Agricultural Bank of 
Namibia	for	the	financial	year	ended	31	March	
2018 are being reported on in accordance with 
the provisions set out in the Agricultural Bank of 
Namibia Act, 2003 (Act No. 5 of 2003).

The	 firm	 MAC	 &	 Associates	 of	 Windhoek	 has	
been appointed by the Auditor-General in terms 
of Section 26(2) of the State Finance Act, 1991, 
to audit the accounts of the Agricultural Bank of 
Namibia on his behalf and under his supervision.

Figures in the report are rounded to the nearest 
Namibia	 Dollar	 and	 deficits	 are	 indicated	 in	
(brackets). I certify that I have audited the 
accompanying	 financial	 statements	 of	 the	
Agricultural	 Bank	 of	 Namibia	 for	 the	 financial	
year	 ended	 31	 March	 2018.	 These	 financial	
statements comprise the following:

. Annexure A: Value Added Statement;

. Annexure B: Statement of Financial
 Position;
. Annexure C: Statement of Comprehensive
 Income;
. Annexure D: Statement of Changes in
 Equity;
. Annexure E: Statement of Cash Flows;
. Annexure F: Notes to the Annual Financial
 Statements.

The	 financial	 statements	 were	 submitted	 on	
time	by	 the	Accounting	Officer	 to	 the	Auditor-
General, in terms of Section 26 (1) of the State 
Owned Enterprises Governance Act, 2006.

7.2.	Management’s	responsibility	for	the	financial	
statements

Management is responsible for the preparation 
and	 fair	 presentation	 of	 these	 financial	
statements in accordance with Section 20 of the 
Agricultural Bank of Namibia Act, 2003 (Act No. 

5 of 2003) and relevant legislation, and for such 
internal control as Management determines 
is necessary to enable the preparation of 
financial	statements	that	are	free	from	material	
misstatement, whether due to fraud or error.

7.3. Auditor’s responsibility

My responsibility is to express an opinion on 
these	financial	 statements	based	on	 the	audit.	
I conducted the audit in accordance with 
International Standards on Auditing. These 
standards require that I comply with ethical 
requirements and plan and perform the audit 
to obtain reasonable assurance about whether 
the	financial	 statements	are	 free	 from	material	
misstatement.

Powers and duties

Section 25(1) (c) of the State Finance Act, 1991, 
provides that the Auditor-General should satisfy 
himself that:

(a)  All reasonable precautions have been
 taken to ensure that all monies due to the
 State are collected, and that the laws
 relating to the collection of such monies
 have been complied with;

(b)  All reasonable precautions have
 been taken to safeguard the receipt,
 custody and issue of, and accounting
 for, the State’s assets, such as stores,
 equipment, securities and movable
 goods; and,

(c)  The expenditure has taken place
 under proper authority and is supported
 by adequate vouchers or other proof.
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In addition, Section 26(1) (b)(iv) of the State 
Finance Act, 1991, empowers the Auditor-
General to investigate and report on the 
economy,	 efficiency	 and	 effectiveness	 of	 the	
use of the State’s resources.

An audit involves performing procedures to 
obtain audit evidence about the amounts 
and	disclosures	 in	 the	financial	 statements.	 The	
procedures selected depend on the auditor’s 
judgment, including the assessment of the 
risks	 of	 material	 misstatement	 of	 the	 financial	
statements, whether due to fraud or error. 
In making those risk assessments, the auditor 
considers internal controls relevant to the entity’s 
preparation	and	fair	presentation	of	the	financial	
statements 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 entity’s internal controls.

An audit also includes evaluating the 
appropriateness of accounting policies used 
and the reasonableness of accounting estimates 
made by Management, as well as evaluating the 
overall	presentation	of	the	financial	statements.

I believe that the audit evidence I have obtained 
is	 sufficient	and	appropriate	 to	provide	a	basis	
for the audit opinion.

7.4. Acknowledgement

The assistance and co-operation given by the 
staff of the Bank during the audit is appreciated.

7.5.	Key	audit	findings

7.5.1. Credit control

. Arrears remain high as at the reporting
 date to the amount of N$ 549 266 000
 (2017: N$ 548 528 000).
 During the same period, the loan book
 grew by 6% which is attributable

to new loans disbursed, interest charged
and net of recoveries collected. Arrears 
constitute 20% of the loan book (2017: 21%). The 
high level of arrears is currently putting pressure 
on	the	Bank’s	cash	flow	position;	and

. As at 31 March 2018, the Bank’s loans
 were under-secured by N$ 341 276 000
 (2017: N$ 318 207 000) accounting for 12%
 (2017: 12%) of the loan book. This exposes
 the Bank to the risk of losses in the event
 of debtors defaulting on payments.

Recommendations

. More effort should be put on debt
 collection;
. Register additional bonds and securities
 for loans that are under-secured; and
. For new loans, the Bank should consider
 registering bond amounts that are higher
 than the approved loan amounts.

Management comments

The Bank has now moved from a soft to a hard 
collections approach. This entails a number of 
pointed	actions,	specifically:

. The Recovery division has commenced
 with aggressive recovery actions on
 accounts that are older than 4 years.
 This action plan started on 16 July 2018.
 The initiative includes listing non
 responsive clients on credit bureaus and
 moving them to the legal collections
 stage much faster. Effective 23 August
 2018, non-respective clients will be listed
 on credit bureaus, whilst approval for
 legal action in respect of these clients will
 be sought by 31 August 2018. Thereafter,
 such actions will become routine in
 respect of clients falling into the non
 responsive category with arrears below
 the age of 4 years. 
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. The Sales department has commenced
 with weekly conference calls with
 branches to discuss collections at
 branch level. In addition, collection
 targets have been included in branch
 staff performance contracts. 

. The Recoveries division has commenced
 with monthly watch-list meetings to
 discuss actions taken by branches on
 each arrear account. Non-responsive
 accounts will quickly be moved
 to the legal collections department so
 that appropriate legal action can be
 taken much earlier in the collections
 process than used to be the case in the
 past.

. Branches have been tasked to identify
 arrear accounts where the Bank does not
	 have	sufficient	collateral	so	that	collateral
 properties can be re-valued by the Bank.
 In this regard, branches have been
 directed to start with the re-valuation of
 accounts with the highest collateral
 shortfalls. Where a collateralised property
	 does	not	provide	sufficient	cover	after	re
 valuation, the branch will request
 additional collateral from the client. 

. Re-evaluation of collateralised properties
 has been included in relevant employees’
 performance contracts.

. Management takes note of the comment
 to increase bond amounts for new loans
 and will implement the recommendation
	 during	the	new	financial	year.

7.5.2	Cash	flow	problems

The Bank raised a loan of N$ 100 000 000 and 
arranged an overdraft facility of N$ 70 000 000 
to	alleviate	cash	flow	problems.

The loan and the overdraft facility attract 
interest at rates linked to prime (currently 11.26% 
and 10.5% respectively). The facilities were 
partly	used	to	finance	new	loans	which	currently	
attract interest at 8.5%. This funding model is not 
ideal given that the marginal cost of capital is 
higher than the marginal return on client loans 
funded by the borrowed funds (there is a net 
decrease	in	financial	benefit).

Recommendations

. The Bank should consider sourcing
 cheaper loans especially from
	 development	finance	institutions;	and

. For new loans, the Bank should consider
 charging interest rates that match the
 marginal cost of capital.

Management comments

. Management is fully aware of the
 impact of borrowing at relatively high
 interest rates to lend at lower rates.
 Accordingly, the Bank only borrowed
 limited amounts from the open
 commercial market towards the end
 of 2017. Management agrees with the 
 auditor’s recommendations in this regard.

. The Bank Windhoek loan and overdraft
 facility were necessary for intermediate
	 cash	flow	needs	as	the	Bank	focused	on
 new business growth.

. The Bank uses the Weighted Average
 Cost of Capital (WACC) method to
 determine appropriate borrowing levels
 to ensure that the average interest rate
 charged by the Bank remains competitive
 against local commercial banks. The
 WACC after the Bank Windhoek
 borrowing was 6.97%, which was below
 the Bank’s average lending rate of 7.75%. 
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For the WACC calculation, the Bank uses its 
equity and assumes a return on equity pegged 
against	the	inflation	rate.

The Bank’s on-going objective is to 
continually source funds at affordable 
interest rates and its efforts are focused 
on locating potential lenders in this 
regard.

7.6. Audit opinion

The	 financial	 statements	 of	 the	
Agricultural Bank of Namibia for the 
financial	year	ended	31	March	2018	
have been audited in accordance 
with the provisions of Section 20(2) of 
the Agricultural Bank of Namibia Act, 
2003 (Act No. 5 of 2003).

In	my	opinion,	the	financial	statements	
fairly present, in all material respects, 
the	financial	position	of	the	Agricultural	
Bank of Namibia as at 31 March 2018 
and the results of its operations and 
cash	flows	for	the	year	then	ended,	in	
conformity with International Financial 
Reporting Standards and in the manner 
required by the Agricultural Bank of 
Namibia Act, 2003 (Act No. 5 of 2003).

WINDHOEK, July 2018    
JUNIAS ETUNA KANDJEKE
AUDITOR-GENERAL
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Approval

The Annual Financial Statements, set out on pages 49 to 83, have been compiled from the books 
of the Bank and to the best of our knowledge and belief, are correct.

Sakaria Nghikembua
Chief	Executive	Officer

The Annual Financial Statements, set out on pages 49 to 83, have been approved by the Board of 
the Agricultural Bank of Namibia and are signed on its behalf by:

Ignatius Theodore
Chief	Financial	Officer

Dagmar Honsbein
Chairperson of the 
Board Finance, Risk, 
Audit and Compliance 
Committee

Terttu Uuyuni
Chairperson of the Board
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Statutory Information

Directors:

The composition of the Board of Directors is as follows:

Chairperson of the Board:

Terttu Uuyuni      Re-appointed  1 July 2015

Non-Executive Directors

Oiva Mahina      Re-appointed  1 July 2015
Dagmar Honsbein     Appointed   1 July 2015
Michael Iyambo     Appointed   1 July 2015  
Dr Michael Humavindu    Appointed   1 July 2015

Registered	Office

Agricultural Bank of Namibia
10 Post Street Mall
Private Bag 13208
WINDHOEK
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Value added:

Value added is the wealth created by
the Agricultural Bank of Namibia through
the provision of loans to clients.

Interest And Non-interest Income       202 014  199 057
Decrease In Provision For Bad Debts      -    36 956
Interest Paid And Other Expenditure      (85 562)  (60 323)

Employee compensation
- Salaries, wages and other benefits

Distribution of wealth created by the Bank

2018   2017

N$’000  N$’000

Government
- Taxation

Retention for expansion of growth
- Retained income
- Depreciation and amortisation

Note.

Some of the prior year figures were restated.

AGRICULTURAL BANK OF NAMIBIA VALUE ADDED STATEMENT AS AT 31 MARCH 2018

2018 2018 2017 2017

N$ Proportion N$ Proportion

N$’000

116 452

65 765

16 881

33 806
29 786
4 020

58 018

14 893

102 779
99 010
3 760

56

15

29

100 175 690 100

% N$’000 %

33

8

59
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AGRICULTURAL BANK OF NAMIBIA STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2018

2018   2017Note

N$’000  N$’000

1 822 072  1 694 588

1 658 526  1 534 106
118 028  114 843

45 280  45 280
238   359

4
6
7
8

Assets
Non-current assets

Long-term portion of advances
Property, plant and equipment
Investment properties
Intangible assets

Total Assets

Total liabilities

Total capital, reserves and liabilities

       1 050   861
216 804  197 561
219 909  208 158
249 266  548 528

1 501   1 597

10
3
4
4
5

Current assets

Inventory
Cash and cash equivalents
Short-term portion of advances
Loan repayment in arrears
Other receivables

Capital and reserves
Capital
Reserves
Funds and grants

988 530  956 705
2 810 602  2 651 293

1 438 031
777 030

85 154

1 408 031
747 244

85 154

18
17
16

Capital, reserves and liabilities

2 300 215  2 240 429

Non-current liabilities
Deferred income
Loan guarantee fund
Long-term portion of borrowings
Post-retirement employee benefits

49 053
113 260
199 241

31 875

59 026
110 433
104 983

29 440

14
11
12
15.2

393 429 303 882
Current liabilities
Creditors and provisions
Current portion of borrowings
Special purpose funds

11 039
6 112

99 807

8 055
2 850

96 077

13
2
9

116 958
510 387

2 810 602

106 982
410 864

2 651 293
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AGRICULTURAL BANK OF NAMIBIA STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH
2018

Income

Interest income on advances

Interest expense

Net interest income before provision
For impairment on advances

19.1

19.2

173 699

(20 400)

167 512

(17 442)

Surplus on revaluation of land
and buildings

Actuarial gain

-

2 894

12 724

1 851

Bad debts and movement in
Provision for losses on advances

Impairment loss on cash and
Cash equivalent

4

3

(21 181)

-

36 956

(12 701)

N$’000 N$’000

153 299 150 070

NOTE 2018 2017

Net income from lending activities

Interest income on banks and
Fixed deposits

Other operating income

19.1

19.3

13 902

14 414

18 879

12 667

General administrative expenses 19.4 (130 542) (121 434)

129 118 174 325

Total income 157 434 205 871

Surplus for the year 26 892 84 437

Other comprehensive income

Surplus for the year 29 786 99 012
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AGRICULTURAL BANK OF NAMIBIA STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2018

Balances as at 1 April 2016 1 408 031 648 232 2 141 417

N$’000N$’000 N$’000

Capital Reserves

85 154

1 408 031 747 244 2 240 42985 154

Surplus for the year

Other comprehensive income

-

-

84 437

14 575

84 437

14 575

-

-

Contribution

Surplus for the year

Other comprehensive income

30 000

-

-

-

26 892

2 894

30 000

26 892

2 894

-

-

-

N$’000

Funds and Grants Total

1 438 031 777 030 2 300 21585 154
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AGRICULTURAL BANK OF NAMIBIA STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH

Cash flows from operating activities

Cash received from customers

Cash paid to financiers

Cash paid to employees and suppliers

Cash movement in operating liabilities/assets

Cash movement in advances

2

3

4

5

3

202 015

(20 400)

(145 803)

3 080

(136 909)

199 058

(17 442)

(89 138)

(10 399)

(221 940)

1 (98 017) (139 861)

N$’000 N$’000

Note 2018 2017

Cash flows from investing activities

Proceeds on disposal of property, plant and equipment

Acquisition of property and equipment

Acquisition of intangible assets

240

(7 084)

-

955

(12 434)

(567)

(6 844) (12 046)

Cash flows from financing activities

Government contribution received

Movement in special purpose funds

Movement in loan guarantee fund

Decrease in deferred income

Loan raised

Repayment of long-term borrowings

30 000

3 730

2 827

(9 973)

100 370

(2 850)

-

(23 812)

11 951

(10 215)

-

(2 609)

124 104 (24 685)

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year 197 561 374 153

19 243 (176 592)

Cash and cash equivalents at the end of the year 216 804 197 561
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AGRICULTURAL BANK OF NAMIBIA NOTES TO THE STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH
2018

1. Reconciliation of surplus for the year to cash flow from
    operating activities

Surplus for the year

Adjusted for non-cash items:

Revaluation surplus on land and buildings

Depreciation on property, plant and equipment

Amortisation of intangible assets

Profit on disposal of property, plant and equipment

Revaluation loss on investment properties

Post-retirement benefits

Movement in creditors

Movement in investors

Movement in trade receivables

Advances

Other

29 786

-

3 899

121

(240)

-

2 435

2 984

(189)

96

(136 909)

-

99 012

(12 724)

3 484

285

(955)

615

3 202

(10 466)

(375)

67

(224 940)

(66)

N$’000 N$’000

2018 2017

(98 017) (139 861)

2. Cash received from customers

Interest received on advances

Interest received on banks and fixed deposits

Other income received

173 699

13 902

14 414

167 512

18 879

12 667

96

2 984

67

(10 466)

202 015 199 058

3 080 (10 399)

3. Cash paid to financiers/ loan providers

Interest paid 20 400 17 442

4. Cash movement in operating liabilities/assets

Other receivables

Creditors and provisions

(151 800)

14 891

(179 533)

(42 407)

(136 909) (221 940)

5. Cash movement in advances

Movement in advances

Movement in provision for credit losses
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1. ACCOUNTING POLICIES

The principal accounting policies adopted in 
the	 preparation	 of	 these	 financial	 statements	
are set out below.

1.1 Basis of presentation

The	 annual	 financial	 statements	 have	 been	
prepared in accordance with International 
Financial Reporting Standards.

The	 annual	 financial	 statements	 are	 prepared	
on the historical cost basis except for the 
measurement	 of	 certain	 financial	 assets	 and	
liabilities at fair value as well as revaluation of 
land and buildings, and investment properties. 
They are presented in Namibia dollar.

The principal accounting policies adopted in the 
preparation	of	these	financial	statements	are	set	
out below and are consistent with the previous 
period, unless stated otherwise.

1.2	Significant	judgments

In	 preparing	 the	 financial	 statements,	
Management is required to make estimates 
and assumptions that affect the amounts 
represented	 in	 the	 financial	 statements	 and	
related disclosures. Use of available information 
and the application of judgments are inherent in 
the formation of estimates.

Actual results in the future could differ from these 
estimates	which	may	be	material	to	the	financial	
statements.	Significant	judgments	include:

. Advances, loans and receivables

The Bank assesses its advances, loans and 
receivables for impairment at each statement 
of	financial	position	date.

In determining whether an impairment loss should 
be recorded in the statement of comprehensive 
income, the Bank makes judgments as to 
whether there is observable data indicating a 
measurable decrease in the estimated future 
cash	flows	from	a	financial	asset.

. Fair value estimation

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

The	 fair	 value	 of	 financial	 instruments	 that	 are	
not traded in an active market is determined 
by using valuation techniques. The Bank uses a 
variety of methods and makes assumptions that 
are based on market conditions existing at each 
statement	of	financial	position	date.

The carrying value less impairment provision for 
financial	 assets	 and	 liabilities	 with	maturities	 of	
less than one year, are assumed to approximate 
their fair values.

The	fair	value	of	financial	liabilities	for	disclosure	
purposes is estimated by discounting the future 
contractual	 cash	 flows	 at	 the	 current	 market	
interest rate that is available to the Bank for 
similar	financial	instruments.

The Bank reviews and tests the carrying value of 
assets when events or changes in circumstances 
suggest that the carrying amount may not be 
recoverable. In addition, intangible assets are 
tested on an annual basis for impairment.

. Provisions

Provisions were raised and Management 
determined estimates based on the information 
available. Additional disclosure of these 
estimates of provisions is included in Note 13 – 
Creditors and Provisions.
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The provisions for post-retirement medical and 
severance	 benefits	 are	 based	 on	 actuarial	
valuation by independent actuaries. In 
determining the provision, assumptions are 
made regarding discount rates, mortality rates 
and	health	care	inflation	rates.

1.3 Property, plant and equipment

Property, plant and equipment are initially 
recorded at cost. Owner-occupied properties 
are carried at revaluation, determined by 
valuations conducted by external independent 
professional valuators, less provision for 
impairment.

Farms acquired are stated at the amount of 
debt outstanding at the date of repossession. 
Provision is made against amounts considered 
to be irrecoverable. All other property, plant and 
equipment are accounted for at cost.

Increases in the carrying amount arising on 
revaluation are credited to revaluation and 
other reserves. Decreases that offset previous 
increases on the same asset are charged against 
the revaluation reserve, and all other decreases 
are charged to the statement of comprehensive 
income. Where the carrying amount of an asset is 
greater than its estimated recoverable amount, 
it is written down immediately in the statement 
of comprehensive income to its recoverable 
amount.

All property, plant and equipment, other than 
land and owner occupied properties, are 
depreciated on a straight-line basis over their 
expected economic lives. The rates used to 
depreciate assets are as follows:

Motor vehicles    5 Years
Furniture	and	fittings		 	 	 5	Years
Computer	and	office	equipment	 	 4	Years
Leasehold assets    5 Years

Depreciation is not provided for on land as it is 
deemed	to	have	an	 indefinite	 life.	 The	 residual	
value and the useful life of each asset are 
reviewed	 at	 each	 financial	 period-end.	 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 shall be depreciated separately. 
Gains and losses on disposal of property, plant 
and equipment are determined by reference 
to their carrying amount and are taken into 
account	in	determining	operational	profit.

On disposal of revalued assets, amounts in 
revaluation and other reserves relating to that 
asset are transferred to retained earnings.

1.4 Leased assets

Property, plant and equipment acquired under 
finance	leases	are	capitalised	at	the	lower	of	fair	
value and present value of the minimum lease 
payments.

Capitalised leased assets are depreciated on 
a straight-line basis over the lower of the lease 
term or the useful life of the leased asset.

Finance costs are accrued and expensed 
annually, based on the effective rate of interest 
applied consistently to the remaining balance 
of the liability and are included in the related 
liability. This liability is reduced as and when 
payments are made in terms of the agreements.

Operating leases, mainly for the rental of 
premises	 and	 certain	 office	 equipment,	 are	
not capitalised and rentals are expensed on a 
straight-line basis over the lease term.
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1.5 Doubtful advances and provision for 
impairment

Advances are stated net of provisions. 
Provisions	are	made	against	 identified	doubtful	
advances based on regular evaluations that 
take cognisance of, inter alia, past experience, 
economic climate and the client’s overall risk 
profile.

When a loan is deemed uncollectable, it is 
written	 off	 against	 the	 specific	 provision	 if	 a	
provision has been made, otherwise the amount 
is charged to the statement of comprehensive 
income. Subsequent recoveries are likewise 
adjusted to the provision.

1.6 Properties in possession

Unsold properties in possession are stated at the 
lower of the net outstanding amount at date of 
acquisition and net realisable value.

1.7 Intangible assets

Computer software development cost

Generally, costs associated with developing 
computer software are recognised as expenses 
when incurred. However, costs that are clearly 
associated	with	an	identifiable	system,	which	will	
be controlled by the entity and have a probable 
benefit	 exceeding	 the	 cost	 beyond	 one	 year,	
are recognised as an asset. Computer software 
development costs recognised as assets are, from 
the date the asset is available for use, amortised 
in the statement of comprehensive income on 
a straight-line basis at rates appropriate to the 
expected useful lives of the assets.

Such assets are carried in the statement of 
financial	position	at	cost	 less	any	accumulated	
amortisation and impairment losses.

1.8 Provisions

Provisions are recognised when the Bank has a 
present legal or constructive obligation as a result 
of	past	events.	It	 is	probable	that	an	outflow	of	
resources	embodying	economic	benefits	will	be	
required to settle the obligation, and a reliable 
estimate of the amount can be made.

Employee entitlements to annual leave and 
long-service leave are recognised when they 
accrue to employees. A provision is made for 
the estimated liability for annual leave and long-
service leave as a result of services rendered 
by	employees	up	 to	 the	statement	of	financial	
position date.

1.9	Employee	benefits

1.9.1	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, 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.

1.9.2	Defined	contribution	plans

The	Bank	provides	defined	contribution	pension	
fund plans for employees. Payments to the 
pension fund are charged as an expense as 
incurred.

1.9.3	Defined	benefit	plans

The Bank provides post-retirement medical 
benefits	 by	 way	 of	 100%	 contribution	 of	
medical	aid.	Benefits	are	not	available	to	some	
employees. Payments to the post-retirement 
medical	 benefit	 plan	 are	 recognised	 as	 an	
expense when employees have rendered 
service entitling them to the contributions.
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The Bank’s net obligation in respect of post-
retirement	 medical	 benefits	 obligation	 is	
determined using the projected unit credit 
method with actuarial valuation being carried 
out at the end of each annual reporting period. 
Remeasurements, comprising actuarial gains 
and losses, the effect of changes in asset 
ceiling (if applicable) and return on plan assets 
(excluding	 interest),	 are	 reflected	 immediately	
on	the	statement	of	changes	in	financial	position	
with a charge or credit recognised in other 
comprehensive income in the period in which 
they occur.

Remeasurement recognised in other 
comprehensive	income	is	reflected	immediately	
in	retained	earnings	and	will	not	be	reclassified	
to	 profit	 and	 loss.	 Past	 service	 costs	 are	
recognised	 in	 the	profit	or	 loss	 in	 the	period	of	
plan amendment. Net interest is calculated by 
applying the discount rate at the beginning of 
the	period	to	the	net	defined	benefit	 liability	or	
asset.

Defined	benefit	costs	recognised	are	as	follows:

. Service cost (including current service
 cost, past service cost, as well as gains
 and losses on curtailments and
 settlements);
. Net interest expense or income; and,
. Remeasurements.

The	 post-retirement	medical	 benefit	 obligation	
recognised	in	the	statement	of	financial	position	
represents	 the	 deficit	 on	 the	 Bank’s	 defined	
benefit	plans.

Any surplus resulting from the calculation is 
limited to the present value of the economic 
benefits	available	in	the	form	of	refunds	from	the	
plan or reduction in future contributions to the 
plan.

A	 liability	 for	 termination	benefits	 is	 recognised	
at the earlier of when the Bank no longer offers 
the	 termination	 benefit	 and	 when	 the	 Bank	
recognises the restructuring costs.

1.10 Financial instruments

The	 Bank	 classifies	 its	 financial	 assets	 into	 the	
following	categories:	financial	assets	at	fair	value	
through	 profit	 and	 loss,	 loans	 and	 receivables,	
available-for-sale assets and held-to-maturity 
investments.	 Financial	 liabilities	are	classified	as	
financial	liabilities	at	fair	value	through	profit	and	
loss	 and	 financial	 liabilities	 at	 amortised	 cost.	
Classification	depends	on	the	purpose	for	which	
the	 financial	 instruments	 were	 obtained	 and	
takes place at initial recognition.

Initial recognition and measurement

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

The	Bank	classifies	financial	 instruments,	or	 their	
component parts, on initial recognition as a 
financial	 asset,	 a	 financial	 liability	 or	 an	 equity	
instrument in accordance with the substance of 
the contractual arrangement.

Financial instruments are measured initially at 
fair value, except for equity investments for 
which a fair value is not determinable, which are 
measured	at	cost	and	are	classified	as	available-
for-sale	financial	assets.

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

Held-to-maturity investments are subsequently 
measured at amortised cost, using the effective 
interest method, less accumulated impairment 
losses.

Available-for-sale,		 financial	 assets	 are	 subse-
quently 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. Gains and 
losses arising from changes in fair value are rec-
ognised directly in equity until the asset is dis-
posed of or determined to be impaired.

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

Impairment	of	financial	assets

At	 each	 statement	 of	 financial	 position	 date	
the	 Bank	 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.

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.

Financial	assets	at	fair	value	through	profit	or	loss

This	category	has	 two	 sub-categories:	 financial	
assets held for trading and those designated at 
fair	 value	 through	 profit	 and	 loss	 at	 inception.	
A	 financial	 asset	 is	 classified	 in	 this	 category	
if acquired principally for the purpose of 
selling in the short term or if so designated by 
Management.

Loans and receivables

Loans and receivables are non-derivative 
financial	 assets	 with	 fixed	 or	 determinable	
payments that are not quoted in an active 
market. Loan advances and loans to employees 
are	classified	as	loans	and	receivables.

Loan advances 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. Appropriate 
adjustments are made for securities held by the 
Bank	in	respect	of	identified	impaired	debtors.	
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The carrying amount of the asset is reduced 
through the use of an allowance account, 
and the amount of the loss is recognised in 
the statement of comprehensive income 
within operating expenses. When a trade 
receivable and/or advance is uncollectable, 
it is written off against the allowance account 
for trade receivables. Subsequent recoveries 
of amounts previously written off are credited 
against operating expenses in the statement of 
comprehensive income.

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 of 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 recorded at fair value 
and subsequently at amortised cost.

Bank overdrafts and borrowings

Bank overdrafts and borrowings are initially 
measured at fair value, and are subsequently 
measured at amortised cost, using the effective 
interest rate method. Any difference between 
the proceeds (net of transaction costs) and 
the settlement or redemption of borrowings is 
recognised over the term of the borrowings in 
accordance with the Bank’s accounting policy 
for borrowing costs.

1.11 Revenue recognition

Interest income is recognised at the effective 
rates	 of	 interest	 inherent	 in	 finance	 contracts	

and is brought into income in proportion to the 
balance outstanding on a time proportional 
method. Interest suspended is credited directly 
against the provision for credit losses. Revenue 
arising from the provision of services to clients is 
recognised on an accrual basis in the period in 
which the services are rendered.

1.12 Interest expenses recognition

Interest expenses are recognised in the statement 
of comprehensive income on an accrual basis. 
Interest due/accrued on doubtful accounts is 
recognised as income but is provided for under 
the provision for credit losses.

1.13 Reserve fund

The net surplus, after certain special provisions 
have been made, is credited to the Reserve Fund 
and	 applied	 to	make	 good	 any	 loss	 or	 deficit	
which may occur in any transaction of the Bank. 
Financial assets and liabilities are offset and the 
net	amount	reported	in	the	statement	of	financial	
position when there is a legally enforceable right 
to set off the recognised amounts and there is 
an intention to settle on a net basis or realise the 
asset and settle the liability simultaneously.

1.14 Contingencies and commitments

Transactions	 are	 classified	 as	 contingencies	
where the Bank’s obligations depend on 
uncertain	 future	 events.	 Items	 are	 classified	 as	
commitments where the Bank commits itself to 
future transactions or if the items will result in the 
acquisition of assets.
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1.15 Government grants

Government grants are recognised when there 
is reasonable assurance that:

. The Bank will comply with 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. Government grants related to 
income	are	presented	as	 a	 credit	 in	 the	profit	
or loss statement. Where a loan is received from 
the Government at below market interest or at 
no interest rate, the difference between the fair 
value of the loan and the amount received is 
recognised as a Government grant.

1.16 Investment properties

Investment properties are properties held to 
earn rentals and/or for capital appreciation 
(including property under construction for such 
purposes). Investment properties are measured 
initially at cost, including transaction costs. 
Subsequent to initial recognition, investment 
properties are measured at fair value. Gains and 
losses arising from changes in the fair value of 
investment	 properties	 are	 included	 in	 profit	 or	
loss in the period in which they arise.

An investment property is derecognised upon 
disposal or when the investment property is 
permanently withdrawn from use and no future 
economic	 benefits	 are	 expected	 from	 the	
disposal. Any gain or loss arising on derecognition 
of the property (calculated as the difference 
between the net disposal proceeds and the 
carrying amount of the asset) is included in 
profit	or	loss	in	the	period	in	which	the	property	is	
derecognised.

1.17 Inventory

Inventories are measured at the lower of cost 
and	 net	 realisable	 value	 on	 the	 first-in-first-
out basis. Net realisable value is the estimated 
selling price in the ordinary course of business 
less the estimated costs of completion and the 
estimated costs necessary to make the sale. 
The cost of inventories comprises of all costs of 
purchase and other costs incurred in bringing 
the inventories to their present location and 
condition.
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Impact on total comprehensive income for the year

Decrease in surplus for the year (39 293)

Impact on assets and equity as at 31 March 2017

Impact on assests

As at 31/03/2017 as
previously reported

Correction of a prior
period error

As at 31/03/2017
restated

N$’000

Total debtors

Provision for bad debts

2 614 208

(284 123)

N$’000

Impact on equity
Retained income 786 537 (39 293) 474 244

2 614 208

(323 416)

N$’000

2017

N$’000

2018

2 330 085 (39 293) 2 290 792

N$’000

-

(39 293)

2. Correction of a prior period error

The provision for doubtful debt for the prior 
year	was	qualified	owing	to	concerns	over	 the	
accuracy and completeness of the securities 
data on the SAP system. During the current 
financial	 year,	 the	Bank	updated	 the	 securities	
and recomputed the provision of doubtful debts 
as at 31 March 2017, taking into account the 
updated securities values.

The resulting difference was treated as a prior 
period error.

The correction has been applied retrospectively 
in accordance with IAS 8.

The effect of the restatement of the prior period 
financial	statements	is	reflected	below.
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3. Cash and cash equivalents

Cash on hand

Bank balances

Notice deposits

Provision for impairment

Included in the cash and cash equivalents is
N$ 25 402 000 invested with SME Bank which
has been on provisional liquidation since
11 July 2017. The estimated irrecoverable
portion was provided for.

32

(625)

230 098

32

12 582

197 648

229 505

(12 701)

210 262

(12 701)

216 804 197 561

2018          2017

N$’000  N$’000

4. Advancements

Total advances

Provision for credit losses on advances

Opening balance

Current provision:

- interest suspended

- provision for doubtful debts

- amounts written off

Total provision

2 766 008 2 614 208

323 416

-

24 181

(9 290)

338 307

365 823

459

(36 956)

(5 910)

323 416

Total advances after provision 2 427 701 2 290 792

Less: - short-term portion of advances

 - arrears

(219 909)

(549 266)

(208 158)

(548 528)

Other receivables

Accounts receivable and prepayments 1 501 1 597

1 501 1 597

Long-term portion of advances 1 658 526 1 534 106
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6. Property, plant and equipment

31 March 2018

Carrying value:
beginning of
the year - 102 072 4 948 2 173 236 5 414 114 843

Cost/ valuation
Accumulated
depreciation

383
(383)

102 072
-

11 295
(6 347)

5 653
(3 480)

6 091
(677)

127 202
12 359

Movement
during the
year - 6 730 (1 609) (751) 33 (1 218) 3 185

Additions
Depreciation
Adjustment/ 
disposals
   - Cost
   - Accumulated
     depreciation

-
-

-
-

6 730
-

-
-

-
(1 609)

(126)
126

174
(925)

(12)
12

-
(1 218)

665
(665)

7 804
(3 899)

501
(501)

End of year - 108 802 3 339 1 422 269 4 196 118 028

Cost/ valuation
Accumulated
depreciatioon

383
(383)

108 802
-

11 169
(7 830)

5 815
(4 393)

6 756
(2 560)

134 787
(16 759)

Leasehold Land &
buildings

Furniture
& fittings

Computers Other
Equipment

Motor
Vehicles

Total

N$’000 N$’000 N$’000 N$’000 N$’000 N$’000 N$’000
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6. Property, plant and equipment (continued)

31 March 2017

Carrying value:
beginning of
the year - 87 751 2 357 2 173 490 31 93 103

Cost/ valuation
Accumulated
depreciation

383
(383)

87 751
-

7 169
(4 812)

5 890
(3 416)

1 603
(1 113)

4 156
(4 125)

106 952
(13 849)

Movement
during the
year - 14 321 2 591 (301) (254) 5 383 21 740

Additions
Revaluations
Depreciation
   - Cost
   - Accumulated
     depreciation

-
-
-
-
-

1 631
12 690

-
-
-

4 126
-

(1580)
-

45

481
-

(883)
(718)

819

105
-

(313)
-

(46)

6 091
-

(708)
(4 156)

4 156

12 434
13 690
(3 484)
(4 874)

4 974

End of year - 102 072 4 948 2 173 236 5 414 114 843

Cost/ valuation
Accumulated
depreciation

383
(383)

102 072
-

11 295
(6 347)

5 653
(3 480)

1 708
(1 472)

6 091
(677)

127 202
12 359

Leasehold Land &
Buildings

Furniture
& Fittings

Computers Other
Equipment

Motor
Vehicles

Total

N$’000 N$’000 N$’000 N$’000 N$’000 N$’000 N$’000
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6.1 Property, plant and equipment (continued)

7. Investment properties

Freehold land and buildings comprise of the following properties,
which were independently valued by independent valuators.
The surplus and loss on revaluation has been credited and debited
respectively to revaluation reserves.

Erf 5479, Windhoek is registered in the name of Land and Land
Bou Bank of South West Africa (predecessor of Agricultural Bank
of Namibia).

Erf 5479 (Windhoek), Erf 995 (Otjiwarongo) and Erf 1235 (Rundu)
are encumbered as detailed in Note 12.2 of these financial
statements.

Description

2018 2017

N$’000 N$’000

Erf 5479, Windhoek
Erf 995, Otjiwarongo
Erf 870 and 871, Mariental
Erf 1235, Rundu
Erf 1591, Oshakati
Unit 4, Romemoer, Otjiwarongo
Erf 2195, Otjomuise Extension 4, Section 7, Raili Court
Erf 1968, Hochland Park
Erf 1588, Oshakati Extension 7
Subtotal

Additions to Erf 2195, Raili Court

88 565
4 650

170
5 580
1 814
1 293
1 434
1 258
3 986

108 750

52

108 802

88 565
4 650

170
5 580
1 814
1 293

-
-
-

102 072

-

102 072

Portion 38 of Farm Okatjirute No 155
Extension of Farm Okatjirute 155
Erf Prn 18, Witvlei
Erf Prn 34, Witvlei
Erf Prn 117, Witvlei
Erf Prn 203, Witvlei
Erf Prn 204, Witvlei
Erf Prn 292, Witvlei

34 265
4 900
780 

3 200
320
835
650
330

34 265
4 900

780
3 200

320
835
650
330

45 280 45 280
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7. Investment properties (continued)

The investment properties consist of farmland with improvements
measuring 11,9335 hectares, situated in the Omaheke region.

The fair value was determined by an independent sworn appraiser on
28 November 2016. The fair values of the rest of the investment
properties were determined by an independent sworn appraiser on
10 August 2016.

2018 2017

N$’000 N$’000

Reconciliation

Opening balance
Revaluation loss

45 280
-

45 280

45 895
(615)

45 280
8. Intangible assets

Software development costs

Opening carrying amount
Cost
Accumulated amortisation

Amortisation
Additions

Closing carrying amount
Cost
Accumulated amortisation

359
28 680

(28 321)

(121)
-

238
28 680

(28 442)

77
28 113

(28 036)

(285)
567

359
28 680

(28 321)
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9. Special purpose fund

Ministry of Lands and Resettlement (Post- Resettlement)
Staff Savings Scheme
Government Ministries, Agricultural Boards and Unions
Drought Relief Scheme Fund

The Bank acts as an agent for the Management of these
funds on behalf of the above third parties.

The loan guarantee fund attracts interest at the rate
equivalent to the average rate of inflation for each
respective year (5.1% and 7.0% for 2018 and 2017
financial years respectively).

72 898
465

23 675
2 769

71 480
371

21 457
2 769

96 07799 807

110 433113 260

10. Inventory

Consumables 1 050 861

11. Loan guarantee fund

Government scheme for drought relief
Post Settlement support to resettled farmers

20 731
92 529

20 731
89 702

Disclosed as follows:
Current portion
Long-term portion

107 833205 353

12. Long-term loans

Government loan
Bank Windhoek loan

104 983
100 370

107 833
-

107 833205 353

6 112
199 241

2 850
104 983

2018 2017

N$’000 N$’000
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12.1 Goverment loan

Government of the Republic of Namibia

The government of the Republic of Namibia settled the Bank’s
outstanding line of credit balances with the African
Development Bank. The total amount settled was N$ 218 139 076.
The loan attracts interest at 2% per annum and repayable over
21 years as follows:
- 21 equal annual installments of N$ 12 823 255.

The balance disclosed represents the fair value of
The loan as at 31 March 2018.

Less: current portion shown under current liabilities

The loan attracts interest at rates linked to prime (currently 11.26%)
and is payable in 19 semi-annual installments spread over 10 years.

The loan is secured as follows:. First covering mortgage bond for N$ 88 million
 over erf no. 5478, Windhoek.. First covering mortgage bond for N$ 5,58 million
 over erf no. 1235, Rundu.. First covering mortgage bond for N$ 4,65 million
 over erf no. 1235, Otjiwarongo.. Registered cession of fire insurance policy
 over the above-listed properties.. Registered cession over cash cover of N$ 100 million
 held at the Bank.

104 983

(3 113)

100 370
(2 999)
97 371

-
-
-

107 833

(2 850)
104 983101 870

12.2 Bank Windhoek loan

Bank Windhoek Limited
Less: current portion

2018 2017

N$’000 N$’000
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13. Creditors and provisions

Leave pay provision
Grants and bursaries
Creditors

The deferred income arose from the Government loan (referred to
in Note 12.1) attracting interest at 2% per annum, which is below
market rates. Interest-free loans and loans at below market interest
rates are recognised as a form of Government assistance. The
benefit is the difference between the initial carrying amount of
the loan, discounted at similar loan rates, and the actual proceeds
received from the Government. The interest rate used is 9.25% per
annum.

4 913
110

6 016
11 039

3 298
110

4 647
8 055

14. Deferred income

Deferred Income

59 026
(9 973)
49 053

69 241
(10 215)

59 026

49 053 59 026

2018 2017

N$’000 N$’000
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71

15. Employee benefits

15.1 Pension scheme

The majority of the employees are members of the Agricultural
Bank of Namibia pension fund, a defined contribution plan,
which has been registered in Namibia in accordance with the
requirements of the pension funds act. The fund is governed by
the pension funds act of 1956. The Agricultural Bank of Namibia
currently contributes 16% of basic salary to the fund whilst the
members contribute 7%.

Bank contribution
Employee contribution

15.2 Post-retirement employee benefits

The Bank made provision for the post-retirement medical benefit
obligation as well as the severance benefit obligation, payable
in terms of the namibian labour act. The balances of these two
provisions made for the year are as follows:

Present value of medical benefit obligation
Present value of severance benefit obligation

5 977
2 615
8 592

     

5 195
2 273
7 468

31 350
525

31 875

29 004
436

29 440

2018 2017

N$’000 N$’000

AGRICULTURAL BANK OF NAMIBIA ANNUAL FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 MARCH 2018



ANNUAL REPORT   |   2018

72

15. Employee benefits

15.2.1 Medical benefit obligation

The Bank contributes to the medical aid scheme for retired
employees. The liability in respect of future contributions to
the scheme in respect of members is valued annually.
The latest actuarial valuation for the post-retirement medical
benefit was carried out in April 2018. The valuation method
used was the projected unit credit method.

The estimated liability as at 31 March 2018 was N$ 31 350 000
(2017: N$ 29 004 000).

Present value of unfunded obligation

Reconciliation showing the movement of the present value
of unfunded obligation:

Balance at the beginning of the year
Current service costs
Interest expense

31 350 29 004

29 004
2 050
3 191

25 810
1 998
2 965

Re-measurements gains
Actuarial gain
Benefits paid

(2 262)
(633)

31 350

(1 211)
(558)

29 004

The principal assumptions used were:
Discount rate
Health care cost inflation

Average retirement age (in years)

9.9%
8.53%

60

10.72%
9.5%

60

2018 2017

N$’000 N$’000
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15.2.1 Medical benefit obligation (continued)

Amounts recognised in the statement of comprehensive
income are as follows:

Current service cost
Interest cost

Components of the defined benefit costs recognised in
profit or loss

Remeasurement of the defined benefit obligation

Actuarial gain
Components of defined benefit (income)/costs
recognised in other comprehensive income
Total

15.2.2 Severance Benefit Obligation

The latest actuarial valuation for the severance benefit
obligation was:

Present value of unfunded obligation

Reconciliation showing the movement of liability
reflected on the statement of financial position:

Balance at the beginning of the year
Current service costs
Interest expense

Remeasurements
Actuarial loss/(gain)

2 050
3 191

5 241

2 965
1 998

4 963

(2 895)
(2 895)

2 346

436
48
40

1
525

428
48
42

(82)
436

(1 769)
(1 769)

3 194

525 436

2018 2017

N$’000 N$’000
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16. Funds and grants

European fund account
Government scheme
Agribank - NACP contribution
Government tractor scheme

Reconciliation of reserves

11 528
36 102
34 561
2 963

85 154

1 408 031
30 000

1 438 031

1 408 031
-

1 408 031

1 438 031 1 438 031

747 244
26 892

-
2 894

777 030

648 232
84 437
12 724
1 851

747 244

11 528
36 102
34 561
2 963

85 154

17. Reserves

Reserve 786 537 761 244

2018 2017

N$’000 N$’000

Balance at the beginning of the year
Surplus for the year
Revaluation of land and buildings
Actuarial gain
Balance at the end of the year

Reconciliation of capital fund

Opening balance
Contribution during the year

18. Capital fund

Government contributions
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19.1 Income and expenditure

Interest income

Advances granted
Bank and money market
Investments

173 699

13 902
187 601

9 973
10 427
20 400

10 215
7 227

17 442

167 512

18 879
186 391

19.2 Interest expense

Government loan
Fund accounts and borrowings

323
9 973
4 118

14 414

337
10 215
2 115

12 667
                       

19.3 Other operating income

Rent received
Government grant released
Other income

2018 2017

N$’000 N$’000
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19.4 General administrative expenses

Auditor’s remuneration

Auditor’s remuneration 230

4 020

184

3 769

2018 2017

N$’000 N$’000

Depreciation and amortisation

Property, plant and equipment
Intangible assets

Directors fees
Insurance
Marketing
Maintenance of property and equipment
Professional fees
Rent paid

3 899
121

690
369

3 595
484

10 885
1 617

82 645

32 689
49 469

487

72 911

29 147
42 607
1 157

130 542 121 434

749
202

5 048
738

7 431
1 392

3 484
285

Staff cost

Salaries
Fringe benefits
Training

26 007

1 278
1 025

744
743

6 149
4 265
2 141
2 190

748
1 637
5 087

-

29 010

354
842
768
655

6 983
4 138
1 051
2 496

660
1 336
3 728
5 999

Other expenses

Bank charges
Legal fees
Security cost
Printing & stationery
Computer expenses
VAT apportionment expenses
Municipal costs
Travel
Vehicle costs
Telephone
General expenses
Farmer support project expenses
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20. Commitments

Authorised capital expenditure

2018 2017

N$’000 N$’000

Authorised

This committed capital expenditure relates to the acquisition of
property, plant and equipment and will be funded by both
borrowings and own funds.

48 436 11 385

21. Contingencies

21.1 A third party vs Agribank

A claim for damages has been instituted 
against Agribank by a third party citing 
grounds for loss of income by the third party. 
The third party is claiming an amount of N$ 59 
641 698 plus  interest calculated at 20% per 
annum from date of breach until date of 
payment. Agribank has defended this action 
and has instituted a counter claim against the 
third party. In its counter claim Agribank claims 
the eviction of the third party from the property 
of the Bank and payment by the third party for 
damages in the amount of N$ 3 million plus
N$ 250 000 per month from 1 July 2015 to date 
of judgment, plus interest at 20% per annum 
from date of breach until date of payment.

The case is currently under judicial case 
management within the High Court of Namibia. 

21.2 Agribank vs a third party

Agribank has instituted eviction proceedings 
against a third party on the grounds that the
third party’s possession, use and enjoyment of 
Agribank’s immovable property is illegal in 
the absence of payment of rental or pending 
transfer of ownership. The case is at an 
advanced stage of judicial case 
management within the High Court of 
Namibia.

22. Financial risk management

The Bank’s activities expose it to a variety of 
financial risks: market risk, credit risk and 
liquidity risk.

The Bank’s overall risk management program 
focuses on the unpredictability of financial 
markets and seeks to minimise potential 
adverse effects on the Bank’s financial 
performance. Risk management is carried 
out under policies approved by the Board. 
The Board provides written principles for 
overall risk management, as well as written 
policies covering specific areas, such as 
credit risk, and investment of excess liquidity.
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2018

Financial liabilities

Other liabilities
Trade payables

Less than 1 year

N$’000

105 919
11 039

Between 1 and 5 years

N$’000

206 626
-

More than 5 years

N$’000

137 750
-

22.1 Liquidity risk

Liquidity risk is the risk that an entity will 
encounter difficulty in meeting obligations 
associated with its financial liabilities. 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 
businesses, the Bank maintains flexibility in 
funding by maintaining availability under 
committed credit lines.

The Bank manages liquidity risk through an 
ongoing review of future commitments and 
credit facilities. Cash flow forecasts are 
prepared and adequately utilised, and in 
addition, borrowing facilities are monitored.

The table below analyses the Bank’s financial 
liabilities into relevant maturity groupings 
based on the remaining period at the 
statement of financial position 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.
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22. Financial risk management (continued)

22.1 Liquidity risk (continued)

Financial instruments by classification
Assets as per statement of financial position
2018

2017

Financial liabilities

Other liabilities
Trade payables

Less than 1 year

N$’000

98 927
8 055

Between 1 and 5 years

N$’000

157 014
-

More than 5 years

N$’000

87 842
-

Financial Assets

Advances
Bank balances
Other current assets

Interest rate

Fixed
Floating

Non-interest
bearing

Loans and 

receivables

N$’000

2 766 008
216 178

1 501

Fair value through profit & loss

N$’000

-
-

-

Total

N$’000

2 766 008
216 178

1 501

Financial instruments by classification

Assets as per statement of financial position

2017

Financial assests

Advances
Bank balances
Other current assets

Interest rate

Fixed Floating
Non-interest

Bearing

Loans and

receivables

N$’000
2 614 208

197 529
1 597

Fair value through profit & loss

N$’000
-
-
-

Total

N$’000
2 614 208

197 529
1 597

22.2 Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that future cash flows of a financial instrument will fluctuate
because of changes in market interest rate risks. Fair value interest rate risk is the risk that the 
value of the financial instrument will fluctuate because of changes in market interest rates.

As the Bank’s significant interest-bearing assets, are fixed rate advances, its income and 
operating cash flows are substantially independent of changes in market interest rates. The 
Bank’s interest rate risk arises mainly from its long-term borrowings. Borrowings issued at variable 
rates expose the Bank to cash flow interest rate risk. This risk is managed by maintaining an 
appropriate mix between fixed and floating interest rates.
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Liabilities as per statement of financial position

2018

Financial liabilities

Loan guarantee fund
Bank loan
Government loan
Special purpose funds
Post-retirement benefits
Trade creditors

Interest rate

Floating
Floating

Fixed
Fixed and floating

Floating
Non-interest-bearing

Other financial

liabilities at

amortised cost

N$’000

113 260
100 370
104 984
99 807
31 875
11 039

Fair value through

profit & loss

N$’000

-
-
-
-
-
-
 

Total

N$’000

113 260
100 370
104 984
99 807
31 875
11 039

22. Financial risk management (continued)

Liabilities as per statement of financial position (continued)

2017

Financial liabilities

Loan guarantee fund
Government Loan
Special purpose funds

Post-retirement benefits
Trade creditors

Interest rate

Floating
Fixed
Fixed

and floating
Floating

Non-interest
bearing

Other financial liabilities
at amortised cost

N$’000

110 433
107 833
96 077

29 440
8 055

Fair value through

profit & loss

N$’000

-
-
-

-
-

Total

N$’000

110 433
107 833
96 077

29 440
8 055
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As at 31 March 2018:

The tables above summarise the Bank’s exposure to interest rate risks.

Cash flow sensitivity analysis for interest-bearing instruments:

A change of 100 basis points in interest rates at the reporting date would have increased/ 
decreased profits by the amounts shown below. This analysis assumes that all other variables
remain constant. The analysis has been performed on the same basis for 2017.

 

Floating rate financial assets

Increase/(decrease) in profits

100 basis points increase

N$’000

216 178

216 178

100 basis points decrease

N$’000

2 162

2 162

22. Financial risk management (continued)

As at 31 March 2018:

 

Increase/(decrease) in profits
Increase/(decrease) in profits

100 basis points increase

N$’000

197 529
197 529

100 basis points decrease

N$’000

1 975
1 975
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22.3 Credit risk

Credit risk is the risk that the counterparties will 
not repay obligations on time and in full as
expected or contracted, resulting in a financial 
loss to the bank.

Policy and responsibility

The key components of the current general 
credit policy are the following:

. The primary role of the Bank is to provide
 finance to the agricultural sector;. In its mandate, the Bank seeks to satisfy
 the needs of its customer base while
 maintaining a sound credit portfolio;. The Bank insists upon a thorough
 assessment of the client’s financial
 position during the loan decision process,
 so as to lead to better-quality credit
 decisions which result in timeous loan
 repayments and reduce losses due to,
 for example, insolvency;. For the vast majority of the products,
 credits are granted on the basis of insight
 into the customer’s circumstances and
 of specific assessments that provide a
 context for such credits;. The facilities should match the
 customer’s creditworthiness, capital
 position or assets, and the customer
 should be able to substantiate his or her
 repayment ability, and;. The Bank may assume risks only within the
 limits of applicable legislation and other
 rules, including the rules on good
 practice for financial enterprises.

Approval process

When the Bank processes a credit application 
from a customer, the following minimum
information is needed:

. Comprehensive identity of the borrower;. Evidence of the borrower’s legal ability
 to borrow;

. Ability to repay including the timing and
 source of repayment and evidence of
 verification thereof;. Description of the terms of credit
 obligation;
. Assessment of major risks and key
 litigants;
. Credit checks;
. Overview of the facility and collateral;  
 and,
. Documentary evidence of review and
 approval process.

Risk classification

The Bank monitors the repayment record of its 
customers on an ongoing basis to ensure that
any deterioration in repayment record is 
detected as early as possible. Accounts will be
categorised as “normal” or “arrears”.

The purpose of the classification is to provide a
mechanism for the efficient and effective, 
reporting and evaluation of problem loans, 
and to allow them to be managed in such a 
way that the Bank’s risk is minimised.

Credit exposure

The Bank’s maximum credit exposure at 31 
March is as follows:

Credit exposure is calculated on the basis of 
selected items on and off the statement of
financial position (guarantees and loan com-
mitments excluded)
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Asset classes with no credit risk exposure:

Financial risk management (continued)

Advances
Bank balances
Other receivables

2 766 008
215 554

1 501
2 983 063

2 614 208
197 529

1 597
2 813 334

2018 2017

N$’000 N$’000

Asset classes with credit risk exposure:

Property, plant and equipment
Intangible assets
Cash on hand
Investment properties
Inventory

118 027
238
32

45 280
1 050

164 627

114 842
359
32

45 280
861

161 374

                

Collateral

The main types of collateral the Bank normally 
obtains include the following:
. Bonds over farmland, developed
 undeveloped municipal plots;
. Surety bonds;

Cession	of	fixed	deposits
. Cession of surrendering value of policies;
. Listed investments and unit trust
 investments and
. Suretyships.

Other	financial	assets

The	other	financial	assets	 include	cash	at	bank	
and other receivables. These assets are rated as
good.

Bank balances

The amounts are invested with reputable and 
regulated	financial	institutions.

Other receivables

Past trends indicate that payment has been 
received timeously and that the fair values post
year-end	fairly	reflect	the	amounts	received.

Concentration of credit risk

The concentration risk within the Bank consists 
mainly of:
. Exposure per agricultural sector
. Exposure per individual account holder

At the reporting date, credit risk exposure was 
not concentrated to a small number of individual
accounts, but was spread across entire loan 
book account holders.
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23. Standards and interpretations not yet effective (continued)

Standard or

interpretation

Title and details Effective date

IFRS 9,
Financial
Instruments

A finalised version of IFRS 9 has been issued which replaces
IAS 39 Financial Instruments: Recognition and Measurement.
The completed standard comprises guidance on
Classification and Measurement, Impairment Hedge
Accounting and Derecognition:

. IFRS 9 introduces a new approach to the classification
 of financial assets, which is driven by the business
 model in which the asset is held and their cash flow
 characteristics. A new business model was introduced
 which does allow certain financial assets to be
 categorised as “fair value through other
 comprehensive income” in certain circumstances.
 The requirements for financial liabilities are mostly
 carried forward unchanged from IAS 39. However,
 some changes were made to the fair value option for
 financial liabilities to address the issue of own credit risk.

. The new model introduces a single impairment model
 being applied to all financial instruments, as well as an
 “expected credit loss” model for the measurement of
 financial assets.

. IFRS 9 contains a new model for hedge accounting that
 aligns the accounting treatment with the risk
 management activities of an entity, in addition,
 enhanced disclosures will provide better information
 about risk management and the effect of hedge
 accounting on the financial statements.

IFRS 9 carries forward the derecognition requirements of
financial assets and liabilities from IAS 39.

1 January 2018

*IFRS 9 (2014)
supersedes any
previous versions
of IFRS 9, but
earlier versions
of IFRS 9 remain
available for
application if
the relevant
date of
application is
before
1 February 2015*
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23. Standards and interpretations not yet effective (continued)

Standard or

interpretation

Title and details Effective date

IFRS 9,
Financial
Instruments

Prepayment Features with Negative Compensation.
The narrow-scope amendment allows companies to
measure particular prepayable financial assets with
negative compensation at amortised cost or at fair value
through other comprehensive income if a specified
condition is met.

1 January 2019

IFRS 15,
Revenue
from
Contracts
from
Customers

. New standard that requires entities to recognise
 revenue to depict the transfer of promised goods or
 services to customers in an amount that reflects the
 consideration to which the entity expects to be
 entitled in exchange for those goods or services.
 This core principle is achieved through a five step
 methodology that is required to be applied to all
 contracts with customers.

. The new standard will also result in enhanced
 disclosures about revenue, provide guidance for
 transactions that were not previously addressed
 comprehensively and improve guidance for multiple-
 element arrangements.

1 January 2018

IAS 19,
Employee
Benefits

Plan Amendment, Curtailment or Settlement (Amendments
to IAS 19): The amendments require an entity to use the
updated assumptions from a remeasurement net defined
benefit liability or asset resulting from a plan amendment,
curtailment or settlement to determine current service cost
and net interest for the remainder of the reporting period
after the change to the plan.

1 January 2019

IAS 23,
Borrowing
Costs

Annual Improvements 2015 -2017 Cycle:
The amendments clarify that if any specific borrowing
remains outstanding after the related asset is ready for its
intended use or sale, that borrowing becomes part of the
funds that an entity borrows generally when calculating the
capitalisation rate on general borrowings.

1 January 2019
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23. STANDARDS AND INTERPRETATIONS NOT YET EFFECTIVE (CONTINUED)

Standard or

Interpretation

Title And

Details

Effective

Date

IFRS 16,
Leases

1 January 2019. IFRS 16 introduces a single lessee accounting model
 and requires a lessee to recognise assets and liabilities
 for all leases with a term of more than 12 months,
 unless the underlying asset is of low value. A lessee is
 required to recognise a right-of-use asset representing
 its right to use the underlying leased asset and a lease
 liability representing its obligation to make lease
 payments. A lessee measures right-of-use assets
 similarly to other non-financial assets (such as property,
 plant and equipment) and lease liabilities similarly to
 other financial liabilities. As a consequence, a lessee
 recognises depreciation of the right-of-use asset and
 interest on the lease liability, and also classifies cash
 repayments of the lease liability into a principal portion
 and an interest portion and presents them in the
 statement of cash flows.

. IFRS 16 contains expanded disclosure requirements for
 lessees.

. IFRS 16 substantially carries forward the lessor
 accounting requirements in IAS 17. Accordingly, a
 lessor continues to classify its leases as operating leases
 or finance leases, and to account for those two types
 of leases differently.

. IFRS 16 also requires enhanced disclosures to be
 provided by lessors that will improve information
 disclosed about a lessor’s risk exposure, particularly to
 residual value risk.

IAS 40,
Investment
Property

1 January 2018Transfers of Investment Property: Clarification of the
requirements on transfers to, or from, investment property.
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CONTACT DETAILS
WINDHOEK HEAD OFFICE

+264 61 207 4111
info@agribank.com.na

MIDLAND
+264 61 207 4202

midland@agribank.com.na

GOBABIS
+264 62 577 800

gobabis@agribank.com.na

KATIMA MULILO
+264 66 252 060

katima@agribank.com.na

MARIENTAL
+264 63 242 818

southern@agribank.com.na

OSHAKATI
+264 65 221 358

oshakati@agribank.com.na

OTJIWARONGO
+264 67 304 596

otjeroku@agribank.com.na

RUNDU
+264 66 255 645

kavango@agribank.com.na

www.agribank.com.na

Agricultural Bank of Namibia

@AgribankNamibia


