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REPUBLIC OF NAMIBIA

TO THE HONOURABLE SPEAKER OF THE NATIONAL ASSEMBLY

I have the honour to submit herewith my report on the accounts of the Regional Council of the
Ohangwena region for the financial years ended 31 March 2015, 2016, 2017 and 2018 in terms of
Article 127(2) of the Namibian Constitution. The report is transmitted to the Honourable Minister
of Finance in terms of Section 27(1) of the State Finance Act, 1991 (Act 31 of 1991) to be laid
upon the Table of the National Assembly in terms of Section 27(4) of the Act.

WINDHOEK, June 2019 JUNIAS ETUNA KANDJEKE
AUDITOR-GENERAL
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REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF THE
OHANGWENA REGIONAL COUNCIL
FOR THE FINANCIAL YEARS ENDED 31 MARCH 2015, 2016, 2017 AND 2018

1. ADVERSE AUDIT OPINION

I have audited the financial statements of the Ohangwena Regional Council for the financial years
ended 31 March 2015, 2016, 2017 and 2018. These financial statements comprise the Statement of
Financial Position, Statement of Profit or Loss, Statement of Changes in Equity, Cash flow Statement,
Notes to the annual financial statements for the years then ended, and a summary of significant
accounting policies.

In my opinion, because of the significance of the matters discussed in the Basis for Adverse Audit
Opinion paragraph, the financial statements do not present fairly, in all material respects, the financial
position of Ohangwena Regional Council as at 31 March 2015, 2016, 2017 and 2018, its financial
performance and cash flows for the years then ended.

2. BASIS FOR ADVERSE AUDIT OPINION

I conducted my audit in accordance with International Standards for Supreme Audit Institutions. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of my report. T am independent of the entity in accordance
with the code of ethics for Supreme Audit Institutions together with the ethical requirements that are
relevant to my audit of the financial statements, and I have fulfilled my other ethical responsibilities in
accordance with these requirements and the code of ethics.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
opinion. An adverse audit opinion is being expressed due to the following:

Absence of acceptable Financial Reporting Framework in all the years under review.
Non-existence of cash flow statement in 2015;

e None inclusion of non-cash items (depreciations and bank charges) in the Cash flow Statements
2016 and 2017,

e Unexplained adjustment to retained income amounting to N$ 9 999 529 (2015), N$ 3 807 299
(2016) and N§ 5 816 182 (2017);

e Unexplained difference between the financial statements and Asset register amounting to
N§$ 2 958 425 (2015);

e Unexplained difference of N$ 267 961 (2015) on trade creditors between the financial statement
and the supplier detail ledger;

e Unexplained difference between general ledger and VIP final earning report amounting to
N§ 302 468 (2017);

e Unexplained difference on VAT receivables amounting to N$ 2 192 217 (2016),
N$ 3 511 334(2017) and N§$ 2 284 898 (2018);
Unrecorded Assets amounting to N$ 1 291 621(2015);
Unreconciled balance on suspense account amounting to N$ 1 211 833 (2015);
Overstatement of capital projects with N§ 626 248 (2015) and N$ 1 353 003 (2016) due to
processing transactions VAT inclusive;

e Understatement of trade debtors with N$ 336 761 (2016);
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e Understatements of general expenditure totaling to N$ 1 614 373 for the years under review due to
incorrect processing.

e Non-submission of supporting documents for capital projects and general expenses amounting to
N§$ 138 280 (2015), N$ 4 719 236 (2016), N$ 616 773(2017); and

e Non- submission of supporting documents for income from settlement areas, trade debtors and
other income amounting to N$ 12 813 829 (2015).

3. KEY AUDIT MATTERS

Key audit matters are those matters that, in my professional judgment, were of most significance in
my audit of the financial statements of the current period. These matters were addressed in the context
of my audit of the financial statements as a whole, and in forming my opinion thereon, and I do not
provide a separate opinion on these matters. I have nothing to report in this regard.

4. OTHER INFORMATION

Management is responsible for the other information. My opinion on the financial statements does not
cover the other information and, accordingly, I do not express any form of assurance conclusion
thereon. In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or my knowledge obtained in the audit or otherwise appears to be materially
misstated. I have nothing to report in this regard.

S. RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Section 39 of the Regional Council’s Act, 1992 and legislation, and for such internal
control as management determines it necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible of overseeing the entity’s financial reporting process.

6. AUDITOR’S RESPONSIBILITY FOR THE AUDIT OF THE FINANCIAL
STATEMENTS

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

As part of an audit in accordance with the International Standards for Supreme Audit Institutions, I
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exercise professional scepticism throughout the audit, I also;

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

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

Evaluate the appropriateness of accounting policies uses and the reasonableness of accounting
estimates and related disclosures made by management.

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

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

I communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that I identify during my audit.

I also provide those charged with governance with a statement that [ have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, I determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. I describe these matters in my report unless law or regulation
precludes public disclosure about the matter or, when, in extremely rare circumstances, |
determine that a matter should not be communicated in my report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.



7. REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

The accounts were submitted later than required by the Accounting Officer to the Auditor-General on
the 19 December 2018 in terms of Section 40 (1) of the Regional Councils Act, 1992 instead of three
(3) months after year end.
% \ l '
WINDHOEK, June 2019 JUNIAS ETUNA KANDJEKE
AUDITOR-GENERAL
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ANNEXURE E
OHANGWENA REGIONAL COUNCIL
NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEARS ENDED 31
MARCH 2015, 2016, 2017 AND 2018

1. ACCOUNTING POLICIES

Accounting convention

The annual financial statements for the Ohangwena Regional Council are prepared on the
historical cost convention; all transactions are recorded at the original monetary value and no
account is taken of the effect of changing prices.

Currency and foreign exchange

The financial statements are expressed in Namibia dollars. No transactions denominated in
foreign currencies were entered into during the period.

Accounting policies

The principal accounting policies followed by the Council and which are consistent in all
material respects with those applied in the previous years, except as otherwise indicated, are
summarized below:

1.1 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment (owned or leased) are stated at historical cost less accumulated
depreciation. Depreciation is calculated on a straight-line method to write off the cost of each
asset to its zero value over its estimated useful life. The following are expected useful
economic lives for fixed asset categories:

Buildings 50 Years
Vehicles 5 Years
Computer equipment 3 Years
Office equipment 3 Years
Furniture & fittings 5 Years
Machinery equipment 5 Years
Other assets 3 Years
Land No depreciation

Land is assumed to have an infinite economic life and is therefore not depreciated.
1.2. REVENUE

The Council derives revenue through rates, charges and fees in respect of property and
services rendered within settlement areas in addition to grants from the parent government
ministry and donations. The financial statements are prepared in line with the accruals
concept. Revenue is recognized in the financial statements at the time services are rendered.
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