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1. Introduction

As the Regulator of the electricity industry, the Electricity Control Board must comply
with the statutory requirements in its enabling legislation, the Electricity Act No 4 of
2007, and other pertinent legislation. Compliance with statutory requirements will
address the inherent risk arising from non-compliance with legislation, and the
reputational risk the ECB may suffer if it does not comply with the applicable regulatory
frameworks. It is imperative that the regulator must be seen to comply with its statutory
obligations, and to lead by example. Otherwise, the ECB may lose legitimacy in the
eyes of the public, and especially the stakeholders in the ESI, the line Ministry and the
Government. The ECB will not be able to effectively enforce licensee compliance if the

Regulator itself is in breach of its compliance obligations.

The ECB’s compliance mandate has an external focus as well, as the Regulator has
to ensure that the industry is regulated appropriately, which requires adherence to the

regulatory framework by licensees.

Prior to the adoption of the Compliance Policy, the ECB 's compliance functions were
fragmented and uncoordinated, and spread over the various departments, depending
on the nature of the function. The Economic and Technical Regulation Departments
are responsible for compliance functions arising from the technical, economic and
licensing aspects of regulation, while the Finance and Administration Department is
responsible for the financial and reporting compliance matters arising from the
Electricity Act and the Public Enterprises Governance Act, Act 1 of 2019, which
includes both internal and external auditing. The Legal Department ensures that
compliance matters related to the company secretarial function and legislation are

given effect to.

The adoption of the Compliance Policy remedied the situation by giving the overall
responsibility for compliance to the Manager: Legal Department, which is responsible

. for ensuring and monitoring compliance in the ECB in a structured manner.
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2.

Compliance Policy for the ECB

2.1 Definitions

The following definitions are used in this Policy:

Statutory Risk - the risk inherent in non-compliance with applicable legislation,
standards, etc., which may result in fines, censure by Parliament, and other
forms of punitive action, such as non-approval of budgets or levies by the
Government.

Regulatory Risk — the risk arising from non-compliance with the applicable
regulatory framework, which may not only impact the business activities of the
ECB but also those of the licensees.

Reputational Risk — the risk that the ECB may suffer reputational damage and
lose legitimacy in the eyes of the public and the stakeholders of the ECB as a
result of non-compliance with the applicable statutory and regulatory
frameworks.

Compliance Function — the Legal Department of the ECB responsible for
compliance risk identification, assessment and evaluation, management and

monitoring and training.

2.2 The Obijectives of the Policy

The objectives of the Policy are to -

Give effect to the ECB'’s statutory obligations and to ensure financial and
operational sustainability;

Lower the risk of non-compliance with the letter and spirit of the laws which
impacts on the operations of the ECB;

Assess and quantify the potential costs and consequences of non-compliance;

Promptly detect and address instances of non-compliance by the ECB to

iz

minimise adverse consequences to the ECB; and



o Ensure that non-compliance with the regulatory framework by entities licensed
by the ECB are promptly detected and steps taken to address such instances

of non-compliance.

2.3 Statement of Intent

The ECB Board is responsible for the management of risk in the ECB, including the
risk of non-compliance. The Compliance Policy was drafted by Management and
approved by the Board to ensure that the ECB meets its compliance obligations as
identified by the ECB’s compliance risk universe.

2.4 Compliance Philosophy

The Compliance Policy provides the framework outlining the approach and activities
that the ECB intends to take to comply with the applicable pieces of legislation and

regulations.

The Policy aims to ensure that all internal ECB policies and procedures are aligned
with the Electricity Act, the PEG Act and relevant legislation and regulations issued
thereunder. The Policy also requires Management to put controls in place to prevent

the risks from arising, and to monitor compliance with the Policy on a regular basis.

Compliance is not only inward looking. The ECB as the regulator of the electricity
industry has a responsibility to “exercise control over and regulate the provision, use
and consumption of electricity in Namibia, oversee the efficient functioning and
development of the electricity industry and security of electricity provision and ensure
the efficient provision of electricity.”” Pursuant to this mandate, the ECB has
established a regulatory framework with technical and economic regulatory tools which
licensees must comply with. The ECB has also developed an ESI performance
framework in terms of which licensees must report to the ECB on supply — related
matters. The ECB’s compliance function must ensure that the ECB implements and

1section 3, Electricity Act No 4 of 2007 ' \“ﬂff



adheres to the rules that it has established for the industry in order to meet its

obligations under section 3 of the Electricity Act.

To ensure that compliance is not only the domain of the Compliance Function, the
Board requires Management to establish a whistle-blowing mechanism that will allow
any employee to provide information to the Compliance Function on compliance risks
or compliance failures. Management must ensure that whistle-blowers will be
protected in the organisation. Any victimisation of whistle-blowers will be a cause of
disciplinary action against the perpetrator. A whistle-blowing function has been

established under the Fraud Prevention Policy.

The internal audit function, which reports to the Board Finance Audit and Risk
Committee, will continue with its auditing activities to provide the necessary comfort to

the Board in respect of the management of risk.

The Compliance Policy is aligned with and feeds into the integrated Risk Management
Framework of the ECB, approved by the Board in May 2022.

2.5 Compliance Process

The compliance process entails the following steps:

o Contextualizing the compliance universe

e Identification of risks through monitoring the regulatory environment and
assessing the impact of new legislation and draft bills

e Analysing risks in terms of likelihood of their eventuating and the severity of the
impacts should they materialize,

e Risk evaluation at departmental and enterprise level

e Risk treatment by assessing controls put in place to address potential
compliance risks and to develop new control mechanisms

e Monitoring of compliance and reviewing the Compliance Policy on a regular
basis

e Ensuring that a compliance culture is cultivated in the ECB through appropriate

and regular communication

Gy



o Ensuring adequate training is provided and buy-in by staff and Management is

2.6

obtained.

Powers and Responsibilities of the Compliance Function

The Board hereby authorises the following powers and responsibilities for the

Compliance Function:

Unrestricted access to

o

The CEO, the Executive Committee (Senior Management), Management,
Employees, books and records, correspondence, and different business
units within the ECB;

Minutes of Board and Board Committee meetings;

Meetings of the Board and Board Committees;

Meetings of Executive Committee and Management;

Minutes of EXCO and Management meetings;

External and internal auditor's reports and Management's
correspondence pertaining thereto;

Information on licensees’ performance monitoring on compliance-related

matters, including inspection and audit reports.

The Compliance Function has the power and obligation to carry out any

compliance or due diligence investigation within the ECB which may be

necessary; and

Must develop a Compliance Risk Management Plan.

3. Compliance Risk Management Plan

The Compliance Risk Management Plan is focused on the -

®

identification of and updating the compliance risk universe,

identification of compliance risk;

assessing and evaluating both the impact and likelihood of non-compliance;

managing the risk by putting adequate controls in place to ensure that identified

compliance risks are adequately addressed,

monitoring compliance; ;



o reviewing the Policy to ensure that it remains relevant to changing
circumstances;

o cultivating a compliance culture to facilitate the implementation of the
Compliance Policy; and

e providing training and communication to all staff on the Policy.

3.1 Identification of Compliance Risk Universe

The compliance risk universe affecting the ECB comprises the legislation set out in
Table 1. The main pieces of legislation are the Electricity Act, the Public Enterprises
Governance Act (PEGA) and the Labour Act. The risk of non-compliance are mostly
criminal sanctions and reputational damage. The possibility of the ECB being closed
down as a result of non-compliance with the Electricity Act is remote. The likelihood of
non — approval of budgets or non-approval of an increase in the electricity levy which

is the main source of funding for the ECB are more realistic consequences.

Table 1: ECB Compliance Risk Universe

Primary legislation

Electricity Act 4 of 2007 Establishes ECB, sets out Contravention of Act, Low
powers, functions and criminal offence,
responsibilities, corporate reputational risk,
governance matters Loss of Government
support and financing
Public Enterprises Providing for the efficient Non-approval of budgets, Low
Governance Act 1 of governance of state-owned | reputational risk
2019 enterprises and
the monitoring of their
performance
Secondary Legislation
Labour Act 11 of 2007 Establishing a Liability of employer for Low
comprehensive labour action of employee,
law for all employers and manager or agent
employees; entrenching Reputational risk

fundamental labour rights
and protections, regulating
basic terms and conditions
of employment and
ensuring the health, safety
and welfare of employees




equivalent of King IIl)

practices, directors’ duties,
obligations and
responsibilities. Adopted by
the Board in 2021,

Affirmative Action Aimed at achieving equal Criminal offences created; | Low
(Employment) Act 29 of | opportunity in employment | reputational risk
1998 and to redress through
appropriate affirmative
action plans the conditions
of disadvantage in
employment experienced
by persons in designated
groups arising from past
discriminatory laws and
practices
Public Procurement Act Sets out procurement Reputational risk, criminal | Medium
15 of 2015 methods, procedures offences
Competition Act 2 of Regulating the relationship | Reputational risk Low
2003 between the Competition
Commission and the ECB
Income Tax Act 24 of Legislates income tax Reputational risk, Low
1981 penalties, criminal
offences
VAT Act 10 of 2000 Legislates VAT Reputational risk, Low
penalties, criminal
offences
Anti-Corruption Act 8 of | Providing for the Criminal sanctions; Medium — High
2003 prevention and punishment | reputational damage
of corruption, applicable to
public officers
Statistics Act 9 of 2011 Development of a Reputational damage, Low
framework for the criminal sanctions
compilation, production,
analysis and
dissemination of official and
other statistics
NamCode (Namibian Corporate governance best | Reputational risk Low

3.2 Identification of Compliance Risks, Likelihood and Consequences thereof

The Compliance Risk Management Plan, set out in Annexure 1, allocates
responsibility for the compliance risks identified in the Compliance Risk Universe, with
the addition of compliance risks emanating from subordinate legislation, Rules and
Codes. It also puts control measures in place to ensure that the identified risks are
addressed and managed by the ECB within indicative timeframes. The Risk

Management Plan identifies the impact of non-compliance, and the likelihood of it

happening.
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The scales used to rate the risks are the following:

Graph 1: Impact of non-compliance

The impact of non-compliance is rated on a scale from No Impact to Major. A major
non-compliance event could result in the ECB being dissolved (which is highly unlikely
due to the nature of the ECB mandate). What is more likely to happen is that the ECB
may lose support from the Government, or that the ECB is side-lined by the
Government in the development of policies or solicitation of advice, or that ministerial
support is lost resulting in non-approval of budgets or certain permissions or requests
not granted. The Minister may also replace the members of the Board in case of failure
by the Board to perform its functions or to give effect to the ECB mandate. A significant
risk to the ECB is reputational damage, as the regulator must be seen to be law-
abiding, independent, efficient, transparent and free from undue outside influence. Any
suggestion that the ECB is not complying with its legal obligations will result in

reputational damage.

Graph 2: Likelihood of risk of non-compliance occurring
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The likelihood of a compliance risk is categorized from there being a Remote
possibility of the event happening, to a status of Almost Certain that an event would
happen.

Graph 3 presents the Compliance Risk Rating Matrix. It is colour-coded to indicate
the severity of non-compliance in respect of relevant risks in conjunction with the
likelihood of it happening, with red being the most severe, and green the least severe

and lowest impact.

Graph 3: Compliance Risk Rating Matrix
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Non-compliance risks falling in the yellow - shaded and red areas should be reported
and followed up by EXCO, while the green shaded risks should be dealt with by the
Managers in the respective departments and action reports submitted to Management.

The colour coding is applied to the Compliance Risk Management Plan in Annexure
1.

3.3 Compliance Monitoring Plan

Compliance monitoring is based on the Compliance Risk Management Plan and is
aimed at ensuring adherence to the Compliance Risk Management Plan.

With the compliance monitoring program, the ECB will be able to:
» Continuously review and determine the ECB’s compliance with applicable laws,
regulations.
o Identify and address issues of non-compliance and manage the fallout of non-
compliance
« ldentify trends in non-compliance

» Target training to address non-compliance



. Review and evaluate compliance of the licensees with rules, codes, license

conditions and standards issued by the ECB.

Monitoring the implementation of the Risk Management Plan takes place through
testing whether the control measures put in place are being adhered to and whether

they are effective to prevent compliance risks from occurring.

‘An effective compliance function is based on the interaction between various
employees and actors in the ECB. The Compliance Function will not be in a position
on his/her own to ensure compliance and to implement and monitor the compliance
framework. It is therefore imperative that each employee knows his or her

responsibility regarding compliance.

In the absence of the employment of a dedicated compliance officer, the Policy
recommends that the responsibility of ensuring compliance with the Compliance Risk
Management Plan is allocated to the Manager: Legal Services and Corporate
Communications. The respective EXCO members assume responsibility for ensuring
compliance with the Policy for compliance risks emanating from their respective
departments.

The actors in the development of the Compliance Monitoring Plan and their
responsibilities regarding compliance are set out in Table 2.

Table 2: Compliance Responsibility of Role Players

Role Players b
Role players Function

Members of the | The Board is responsible for compliance, and for approving the Compliance

Board Policy. The Board considers the compliance reports and take appropriate action
where needed.

Board Finance The Compliance Function reports to the Committee. The Committee considers

Audit and Risk the reports and reports to the Board.

Committee

CEO The CEO is the direct supervisor of the Compliance Function
EXCO members assume responsibility for ensuring compliance with the

EXCO Compliance Risk Management Plan for compliance risks emanating from their
respective departments.

Management Responsibility to operationalize the compliance function lies with Management.
Compliance and compliance monitoring by Management are part of the

@44‘ 13



operational duties of Management. All compliance reports will be first submitted
to Management for consideration and appropriate action.

Compliance
Function

The Manager: Legal Services is the person responsible for the Compliance
Function, to implement the Compliance Policy to monitor compliance and report
to the structures set out in this table,

Legal Manager
and Board
Secretary

The Manager: Legal Services and Board Secretary are responsible for ensuring
that corporate governance and board compliance issues are addressed, and
control measures given effect to.

Internal auditor

Internal auditor performs audits in accordance with the approved audit plan and
will audit departments as well as the compliance department.

External auditor

The external auditor is responsible for auditing the financial statements of the
ECB and highlighting compliance with accepted accounting practices and the
relevant laws. The internal auditor and the Compliance Function will check
whether the external auditor is performing its functions.

Employees

Employees are expected to be familiar with the Compliance Policy and the
Compliance Framework, and to execute their functions in line with these
documents. Employees are to report instances of non —compliance and will be
protected from victimization.

3.3.1 Controls under the Compliance Monitoring Plan

The Compliance Monitoring Plan will be monitored through the controls put in place at

each strategic level, process, and activity, and through the control owners/ responsible

persons as set out in Table 3. These controls correspond to the Compliance Risk

Management Plan (Annexure 1).

Table 3: Compliance Monitoring Plan

Compliance Monitoring Plan to address Risks in Compliance Risk Management Plan

Activity Control Measure/s Responsible Monitoring Monitoring
Person instruments frequency
Licensing matters, 1.Licence application
recommendations to Minister, submitted
register of licences issued 2.Submission made to
g.oBaor:r d Manager: RSS Licenses issued Quarterly
recommendation to
Minister
1.Need for rule/ code
Technical regulatory matters, identified
including rules, codes, standards, 2.Rule / code drafted Managers: TR,
; Rules, and codes
records 3.Rule/ code submitted RSS \ Quarterly
for Board approval GM: ER Rublished
4.Promulgation of Rule
/ code
Investigations and inspections Reports drafted
Inspection schedule Manager: TR Reports Quarterly




Board matters, including minutes,
Board governance and performance

Minutes approved by
Board

Signed minutes,

: : . Board Secret arterl
agreements, conflicts of interest, Declarations oard secretary agreements Qu ¥
round robins Signed agreements
Performance agreements between | Signed performance ) Annually, or
Board Chair, . .
CEO and Board, EXCO and CEQ, agreements CEO. EXCO Signed as required
staff ! ! agreements by
Managers e
legislation
Tariff matters, inciuding Tariffs approved, Approved tariffs,
methodologles, records methodologies GM: ER methodologies Quarterly
developed published
Management accounts, books of 1.Management reports
, i ial ting, 2.Audited | .
account m'anma repo'r mg' .Audited annua Manager: Reports, audited
budget, business and financial financial statements , Monthly
. ) . Finance statements
plans, investment plan, internal and | 3. Business plan
external auditing Investment policy
income Tax Act, VAT Act Returns, deductions Returns Monthly
and payments Manager: ! payments,
Finance payments, yearly
deductions
returns
Annual report Approved annual GM: Finance Annual report Annuall
report and Admin published ¥
Employment issues, including 1. Records,
tion, SSC, I 2. Report
remuneration employees eports Records, reports Annual
Compensation Commission, HR 3. Registers kept Manager: HR .
. and registers update
records, Employment Services Act,
Health and safety,
Board remuneration Directives MPE GM: Finance Board resolution
. . Annually
and Admin on remuneration
Information requests from MPE, Submissions CEO Submissions, As and when
MME, other bodies reports received
Employees may not disclose Linduction —signed
information received in the 2.Code of Ethics ~ .
. . . Signed records of
performance of their functions signed ) i
g . induction, code of
3.Training — signed Manager: HR . . Annually
) i ethics, training
4, Confidentiality
attended
agreements for staff
members
Procurement matters Adherence to
Procurement Poiicy, bid
. Y Monthly
evaluation, Procurement - i -
' Administration of basis
procurement officer
. procurement through
committee MManager:
. ) process managemen
recommendations, Finance
t reports
approvals by
Accounting Officer '
Competition Act MOU with NACC .
Manager: LS Agreement signed Once off
Compliance with MOU
P CEO Implementation Continuous
Statistics Act MOU with NSA
Manager; LS Agreement signed Once off
CEQ implementation Continuous
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Anti-Corruption Act Reporting, monitoring Mafiagers HR Reporting Quartery
Archives Act File plan, record GM: Finance R " Quarterl
keeping, archiving and Admin eparing o v
IT Compliance Adherence to IT Policy, IT Specialist,
Disaster Recovery Plans GM: Finance Reporting Quarterly
and Admin

3.3.2 Monitoring Instruments and Methodology to be used

The methodology applied will depend on the type of the control. Possible
methodologies are:
i. Investigation and inspection reports
ii. Annual report and management reports
iii. Internal and external audits
iv. Reports, statements and records
v. Minutes of meetings
vi. Published rules, codes, standards
vii. Approved schedules of tariffs
viii. Record of declared interests

3.3.3 Reporting of Monitoring Outcomes

The Compliance Function will compile a quarterly compliance report after considering
the compliance reports from departments and following its own monitoring. Findings
will be reported to Management and the Board Finance Audit and Risk Committee.
Recommendations for improvement will be made, and the report will also contain
recommendations regarding action to be taken by the Board and/or Management to

correct non-compliance and to take disciplinary action where needed.

The Compliance Function will conduct audits to test the validity and veracity of reports

submitted to him or her by the departments.

Remedial action taken by the Compliance Function will be to enable the employees in
a department to undergo further training, or to assist the heads of department in setting

up systems that will help to facilitate compliance and monitoring. Plans so agreed upon

@‘ﬂ‘ 16



must be signed off by the Head of the Department and the Compliance Function, and

indicated as further control measures.

In the absence of the employment of a Compliance Officer, the Manager: Legal
Services and Corporate Communications will assume responsibility for the
implementation of the Compliance Policy, and for the drafting of quarterly compliance
reports. The General Managers: Technical Regulation and Economic Regulation, and
General Manager: Finance and Admin will report to the Compliance Function on the
compliance issues arising from their respective departments. These reports will be
submitted to EXCO and the Board Finance Audit and Risk Committee.

3.4 Training Strategy

Training pursuant to the Compliance Risk Management Plan must be aimed at
ensuring that the employees know and understand their obligations and
responsibilities in relation to compliance, compliance reporting and compliance
monitoring. Compliance training must therefore be done in consultation with the HR
Manager, who is responsible for ensuring that employees meet the requirements of

their job description, which includes compliance adherence and monitoring.

Training of employees will be based on whether the identified risk and the control
measure fall within the job description of the employee. For example, employees in
the Economic Regulation Department will receive training on tariff related compliance
risks, while Technical Regulation staff will receive training on technical audits,
investigations and training to ensure that standards, rules and codes are adhered to

by licensees as required.

3.5 Training Methodologies

Depending on the identified training need, training can take the form of -

e Dissemination of information and reading materials

e Workshops

e Seminars/ conferences Q
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e Discussion groups
e Lectures
e Role play or other forms of practical studies

e Quizzes or tests

The Compliance Function in consultation with the HR Manager must ensure that
appropriate training is done. The HR Manager must keep a record of trainings and the
means of assessment to report to the Board on training conducted. Compliance
training materials must be compiled by the Compliance Function.

4. Communication Strategy

The Compliance Function is responsible for ensuring that a conducive compliance
culture is created in the ECB. To achieve this, the Compliance Function will be required
to communicate regularly and effectively with the employees and the Board. The
Compliance Function will in consultation with Corporate Communications Department
draft a communication plan that will inform employees of the need for compliance, the
expectations from them under the Compliance Policy, and the proposed activities of
the Compliance Function. The Communication Strategy must also convey information
about deadlines, reports and trainings, and provide feedback of compliance monitoring

and audits.

The intranet and email will be used to communicate with employees, while brochures,

posters and flyers would be developed to provide visual aids and reminders to staff.

Staff meetings could be used to disseminate information or to make presentations to
employees. Presentations should also be made to the Board and Board Committees

by the Compliance Function.

5. Implementation of the Compliance Policy

The Board is responsible for compliance while Management, as the authority to whom
this responsibility is delegated by the Board, is accountable to the Board for its

implementation. Management is required to report to the Board Finance Audit and



Risk Committee on a quarterly basis, which in turn reports to the Board. The

Compliance Policy is applicable to all ECB employees and processes.

The CEO, supported by Management and all staff, is responsible for the

implementation of the Policy.

The Compliance Policy will be administered by the Manager: Legal Services and

Corporate Communication.

6. Review

This Policy must be reviewed every two years. Annexure 1 must be updated with new

legislation, subordinate legislation, rules and codes as and when they become

/@MN Date: | 67/ 07/ Biom

BOARD CHAIRPERSON
GOTTLIEB HINDA

applicable.

Signed:
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