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REPUBLIC OF NAMIBIA

TO THE HONOURABLE SPEAKER OF THE NATIONAL ASSEMBLY

[ have the honour to submit herewith my report on the accounts of the National Arts Council for
the financial years ended 31 March 2013 to 2017, in terms of Article 127(2) of the Namibian
Constitution. The report is transmitted through the Minister of Education, Arts and Culture in terms
of Section 17(1) of the National Arts Fund Act, 2005 (Act 1 of 2005) to be laid upon the Table of
the National Assembly by the Minister of Education, Arts and Culture in terms of Section 17(3)

(c) of the Act.
\
,

WINDHOEK, February 2021 JUNIAS ETUNA KANDJEKE
AUDITOR-GENERAL






REPORT OF THE AUDITOR - GENERAL
ON THE ACCOUNTS OF THE NATIONAL ARTS COUNCIL OF NAMIBIA
FOR THE FINANCIAL YEARS ENDED 31 MARCH 2013 TO 2017

1. ADVERSE AUDIT OPINION

I have audited the financial statements of the National Arts Council of Namibia for the financial
years ended 31 March 2013 to 2017. These financial statements comprise the statement of
financial position, statement of comprehensive income, statement of changes in equity, statement
of cash flow and notes to the annual financial statements for the years then ended and 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 the National Arts Council of Namibia and its financial performance and cash
flows for the years then ended.

2. BASIS FOR ADVERSE OF 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. I 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:

2.1 INCORRECT FINANCIAL REPORTING FRAMEWORK

Use of an inappropriate financial reporting framework in accordance with International Financial
Reporting Standard for Small and Medium-sized entities (NAC001) for the financial years ended
2013 to 2017.The financial statements do not conform to the used standards.

2.2 RISK MANAGEMENT POLICY

The Council does not have a risk management policy in place, thus it’s exposed to undetected risk
of fraud and errors,

2.3  DIFFERENCES BETWEEN THE GENERAL LEDGER AND FINANCIAL
STATEMENT

Differences of N$ 173 360 was noted between the general ledger and financial statements on
interest received in (2017).
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2.4 FIXED ASSET POLICY AND ASSETS REGISTER

The auditors observed that the Council does not have a fixed assets policy in place and the fixed
assef register is incomplete.

2.5 VARIANCE BETWEEN GENERAL LEDGER AND FINANCIAL STATEMENTS

The auditors noted variances between the general ledger and the financial statement for non-
current assets to the amount of N§ 239 936 (2015).

2.6 CARRYING AMOUNT AND NET BOOK VALUE

The auditors noted differences between the total carrying amount and net book value for property,
plant and equipment of N§ 67 783 in (2017), N$ 148 359, (2016) and N§ 121 963 (2015).

2,7 COST OF SALES

The auditors noted an unexplained differences between the general ledger and financial statements
on cost of sales of N§ 1 569 899 in (2017), N$ 77 089 in (2016), N$ 247 463 in (2015)
N$ 1 099 068 in (2014) and N$ 355 772 in (2013).

Variances between the trial balance and financial statements for cost of sales of N$ 90 620 in
(2017) and N$ 803 892 in (2015).

28 CANCELLED EXPENSES

During 2014, the Council processed cancelled cheques of N$ 500 000 and N$ 62 700 for ad-hoc
and bursary payments respectively however, no journal entries were provided to the auditors to
support the cancellations.

2.9 DIFFERENCES ON CASH AND CASH EQUIVALENTS

Differences were noted between the balances disclosed in the financial statements and trial
balances for cash and cash equivalent of N$ 635 224 in (2015), N§ 2 247 873 in (2014) and
N$ 424 056 in (2013).

Unreconciled_balances between the bank statements and the financial statements for cash and cash
equivalents resulted in differences of N§ 196 277 in (2017), N§ 163 680 in (2016) and
N$ 196 277 in (2015).
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210 STUDY LOANS RECEIVABLES

Study loans to the value of N§ 600 250 in (2015) and NS 605 500 in (2014) posted to trial balance
were not disclosed in the financial statements,

2.11  NON-SUBMISSION OF SUPPORTING DOCUMENTS FOR THE FOLLOWING:

* Government grants amounting to N$ 7067292 in (2017), N$ 4 183 360 in (2016),
N§ 7 000 000 (2014), and N$ 10 500 000 in (2013);

*  Grant and bursary payments vouchers amounting to N$ N$ 423 497 in (2018), N$ 414 849
(2015), N$ 2 477 850 in (2014) and N$ 2000 799 in (2013);

¢  Study loan receivables of N$ 600 250 in (2015) and N$ 605 500 in (2014);

e  Supplier detail ledger and age analysis amounting to N$ 256 762 in (2017), N$ 307 560 in
(2016) and N§ 286 435 in (2015); and

¢  General expenditure amounting to N$ 513 962 in (2017), N$ 119 985 in (2016)
N$ 515 057 in (2015) N$ 432 752 in (2014) and N§$ 975 665 in (2013).

3. OTHER INFORMATION

Management is responsible for the other information. My opinion on the financial statements does
not cover the other information and, accordingly, do not express any form of assurance conclusion
thereon. In connection with my audit of the financial statements, my responsibility is to tead 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.

4. 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 the international Financial Reporting Standards for Small and Medium-sized
entities, 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
OF 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 cither 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.
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5. 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 free from material misstatement, whether due to fraud or error and to issue a 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 exercise professional scepticism throughout the audit, I also;

o 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.

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

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

e 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 T 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.

e 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.
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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 I 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. 1 describe these matters in my report unless law or regulation
precludes public disclosure about the matter or, when, in extremely rare circumstances, I
determine that a matter should not be communicated in my report because the adverse
consequences of doing 50 would reasonably be expected to outweigh the public interest benefits
of such communication.

6.  REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
(COMPLIANCE)

The financial statements were submitted later than required by the Accounting Officer to the
Auditor-General on the 19 June 2019 in terms of Section 5 of National Arts Fund Act,
(Act 1 of 2005) instead of three months after the financial year end.

7. ACKNOWLEDGEMENT

The co-operation and assistance by the management and staff of National Arts Council during the
audit is appreciated.
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WINDHOEK, February 2021 JUNIAS ETUNA KANDJEKE
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The reports and statements set out below comprise the annual financial statements
presented to the Council:
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NATIONAL ARTS COUNCIL OF NAMIBIA
FINANCIAL STATEMENTS FOR THE PERIODS ENDED 31 MARCH
COUNCIL MEMBER’S REPORT

The members submit their report for the years ended 31 March 2013 to 2017. This repotts form
part of the audited financial statements.

Review of activities
1. Main business and operations

The operating results and state of affairs of the Council are fully set out in the attached annual
financial statements and do not in our opinion require any further comment.

2. Statement of responsibility

The members are responsible for the maintenance of adequate accounting records and the
preparation and integrity of the financial statements and related information. The auditors are
responsible to report on the fair presentation of the financial statements. The financial statements
have been prepared in accordance with the constitution of the council.

The members are also responsible for the Council’s system of internal control. These are designed
to provide reasonable, but not absolute, assurance as to the reliability of the financial statements,
and to adequately safeguard, verify and maintain accountability of assets, and to prevent and
detect misstatements and loss. Nothing has come to the attention of the Council members to
indicate that any material breakdown in the functioning of these controls, procedures and systems
has occurred during the year under review.

The financial statements have been prepared on the going concern basis, since the members have
every reason to believe that the Council has adequate resources in place to continue in operation
for the foreseeable future.

3. Events subsequent to year end

The Council is not aware of any matters or circumstances arising since the end of the financial
year. No material fact or circumstances has occurred between the accounting date and the date of
this report.

The annual financial statements set out and the supplementary schedule set out, which have been
prepared on the going concern basis, were approved by the members on 22 March 2017 and were
signed on its behalf.
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NATIONAL ARTS COUNCIL OF NAMIBA
STATEMENT OF CHANGES IN EQUITY AS AT 31 MARCH

ANNEXURE C

Balance 01 April 2011
Surplus for the year
Balance 31 March 2012

Balance 01 April 2012
Surplus for the year

Balance 31 March 2013

Balance 01 April 2013
Deficit for the year

Balance 31 March 2014

Balance 01 April 2014
Deficit for the year
Balance 31 March 2015

Balance 01 April 2015
Surplus for the year

Balance 31 March 2016

Balance 01 April 2016
Surplus for the year
Balance 31 March 2017

Accumulated
surplus

N§

666 591
2 729 643

3396 234

3396 234
3990 670

7 386 904

7 386 904
(480 204)

6 906 700

6 906 700
(2 859 679)

4 047 021

4047 021
3 623 204

7 670 225

7670 225
4 549 949

12220 174

11
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ANNEXURE E
NATIONAL ARTS COUNCIL OF NAMIBIA
NOTES TO THE FINANCIAL STATEMENTS FOR THE, YEARS ENDED 31 MARCH
2013 TO 2017

ACCOUNTING POLICIES

1. Basis of preparation and summary of significant accounting policies

The financial statements have been prepared on a going concern basis in accordance with the
International Financial Reporting Standard for Small and Medium-sized Entities, and the National
Arts Fund of Namibia Act, 2005. The financial statements have been prepared on the historical
cost basis, and incorporate the principal accounting policies set out below, They are presented in
Namibia dollar.

These accounting policies are consistent with the previous period.

1.1 Significant judgments and sources of estimation uncertainty.

Critical judgements in applying accounting policies

Management did not make critical judgments in the application of accounting policies, apart from
those involving estimations, which would significantly affect the annual financial statements.

Key sources of estimation uncertainly
Useful lives of property, plant and equipment

The Council reviews the estimated useful lives of property, plant and equipment when changing
circumstances indicate that they may have changed since the most recent reporting date.

Management makes estimated useful lives and residual values of property, plant and equipment
based on their experience with similar assets. The actual results may ultimately be different from
the estimated amounts,

Impairment testing
The Council reviews and test the carrying value of property, plant and equipment when events or
changes in circumstances suggest that the carrying amount may not be recoverable. When such
indicators exist, management determine the recoverable amount by performing value in use and
fair value calculations, These calculations require the use of estimates and assumptions. When it is
not possible to determine the generating unit to which the asset belongs.

1.2 Property, plant and equipment

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

13



: ANNEXURE E
NATIONAL ARTS COUNCIL OF NAMIBIA
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 MARCH
2013 TO 2017

Cost include costs incurred initially to acquire or construct an item of property, plant and
equipment and costs incurred subsequently to add to, replace part of, or service it. If a replacement
cost is recognised in the carrying amount of an item of property, plant and equipment, the carrying
amount of the replaced part is derecognised.

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

Property, plant and equipment is subsequently stated at cost less accumulated depreciation and
any accumulated impairment losses, except for land which is stated at cost less any accumulated
impairment losses.

Depreciation of an assets commences when the asset is available for use as intended by
management. Depreciation is charged to write the asset’s carrying amount over its estimated
useful life to its estimated residual value, using a method that best reflects the pattern in which the
asset’s economic benefits are consumed by the Council.

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

Item Depreciation method Average useful life
Furniture and fixtures Straight line 10 years
Motor vehicles Straight line 4 years
Office equipment Straight line 5 years
IT equipment Straight line 3 years

When indicators are present that the useful lives and residual values of items of property, plant
and equipment have changed since the most recent annual reporting date, they are reassessed. Any
changes are accounted for prospectively as a change in accounting estimate.

Impairment tests are performed on property, plant and equipment when there is an indicator that
they may be impaired. When the carrying amount of an item of property, plant and equipment is
assessed to be higher than the estimated recoverable amount an impairment loss is recognised
immediately in profit or loss to bring the carrying amount in line with the recoverable amount.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected form its continued use or disposal. Any gain or loss arising from
the derecognised of an item of property, plant and equipment, determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the item, is included in
profit or loss when the item is derecognised.

14



ANNEXURE E
NATIONAL ARTS COUNCIL OF NAMIBIA
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 MARCH
2013 TO 2017

1.3 Financial instruments
Initial measurement

Financial instruments are initially measured at the transaction price (including transaction costs
except in the initial measurement of financial assets and liabilities that are measured at fair value
through profit or loss) unless the arrangement constitutes, in effect, a financing transaction in
which case it is measured at the present value of the future payments discounted at a market rate
of interest for a similar debt instrument.

Financial instraments at amortisation cost

These include loans, trade receivables and trade payables. Those debt instruments which meet the
criterial in section 11.8(b) of the standard, are subsequently measured at amortised cost using the
effective interest method. Debt instruments which are classified as current assets or current
liabilities are measured at the undiscounted amount of the cash expected to be received or paid,
unless the arrangement effectively constitutes a financing transaction,

At each reporting date, the carrying amounts of assets held in this category are reviewed to
determine whether there is any objective evidence of impairment. If there is objective evidence,
the recoverable amount is lower, the carrying amount is reduced to its estimated recoverable
amount, and an impairment loss is recognised immediately in profit or loss.

1.4  Tax

Current tax assets and liabilities

No taxation is provided for as the Council is exempt for income tax.

1.5  Impairment of assets

The Council assesses at each reporting date whether there is any indication that property, plant
and equipment may be impaired.

It there is any such indication, the recoverable amount of any affected asset (or group of related assets)
is estimated and compared with its carrying amount. If the estimate recoverable amount is lower, the
carrying amount is reduced to its estimated recoverable amount, and an impairment loss is recognised
immediately in profit or loss.

1.6 Government grants

Grants that do not impose specified future performance conditions are recognised in income when
the grant proceeds are receivable,

15



ANNEXURE E
NATIONAL ARTS COUNCIL OF NAMIBIA
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 MARCH
2013 TO 2017

Grants that impose specified future performance conditions are recognised in income only when
the performance conditions are met. Grants are measured at the fair value of the asset received or
receivable,

1.7 Revenue

Revenue is recognised to the extent that the Council has transferred the significant risk and
rewards of ownership of goods to the buyer, or has rendered services under an agreement
provided the amount of revenue can be measured reliably and it is probable that economic benefits
associated with the transaction will flow to the Council. Revenue is measured at the fait value of
the consideration received or receivable, excluding sales taxes and discounts.

Revenue comprises of government grants received from Ministry of Basic Education, Sports and
Culture and interest received is recognised in profit or loss using the effective interest rate
method.

16
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