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01 September 2020 
 
Education Labour Relation Council 
261 West Avenue 
Centurion 
Gauteng 
0046 
 
Dear Sirs / Madams, 
 
REPORT TO MANAGEMENT OF THE EDUCATION LABOUR RELATIONS COUNCIL FOR THE YEAR ENDED 31 
MARCH 2020 
 
We are in the process of completing our audit of the Education Labour Relations Council for the financial year 
ended 31 March 2020. This report addresses matters which have come to our attention during the audit.   
 
The matters raised in this report are only those which have come to our attention and are relevant to our audit 
and we believe these issues need to be brought to your attention as the audit is in progress. Our report is not a 
comprehensive record of all the matters arising, and we cannot be held responsible for reporting all risks in the 
Organisation.  
 
This report is supplied on the basis that it is for the sole use of the parties to whom it is addressed and exclusively 
for the purposes set out herein.  No party other than those to whom it is addressed may rely upon this report for 
any purpose whatsoever. Copies may be made available to the addressees’ advisors provided that the report is to 
be used by them solely for the purposes stated herein and provided that they are made aware of the terms of this 
paragraph. It must not be made available or copied in whole or in part to any other party without our prior express 
written consent, which consent may be given or withheld at our absolute discretion. This limitation will obviously 
not apply to the provision of this report in compliance with any order of court, subpoena or other judicially 
enforceable directive. 
 
Scope of our service 
Our audit objective is to express an opinion on the fair presentation of the annual financial statements for the year 
ending 31st March 2020 in accordance with International Financial Reporting Standards for Small and Medium-
sized Entities (‘’IFRS for SME’s’’) and the requirements of the Labour Relations Act of South Africa. 
 
Our audit is designed to provide reasonable assurance of detecting errors and irregularities that are material to 
the financial statements.  However, there are inherent limitations in an audit.   
 
Thus, irregularities, if they exist, may not be detected.  Moreover, because of the characteristics of irregularities, 
including concealment through collusion or forgery, a properly designed and executed audit may not necessarily 
detect a significant irregularity.  
 
In seeking to achieve a cost-effective audit, we also consider your overall approach to controls in the Council and 
particularly the main information systems used by management for decision-making. In our experience these are 
the keys to effective control.  Naturally, our emphasis is on financial information. As part of our audit engagement 
we report to management any significant weaknesses in or our observations on, the internal control structure 
and other areas which come to our notice, and which we consider should be brought to your attention. 
 
Any known or estimated differences for an audit area are summarised on a summary of unadjusted differences 
(refer to Annexure A) and evaluated against the financial statement groupings to which they relate. The combined 
effect of the differences identified or estimated for all audit areas should be considered in the context of our 
judgement of what is material to the financial statements as a whole. 
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Audit approach 
 
Our audit approach is risk-based and purely substantive as such we continually attempt to identify and assess 
risks throughout the audit process. 
 
The principal objective of our audit procedures is to enable us to express our opinion on the fair presentation of 
the financial statements as a whole. An audit opinion is based on the concept of reasonable assurance.  
 
We consider controls primarily at the corporate level and in overall terms. We cannot in practice examine every 
operating activity or accounting procedure in the Company, nor can we substitute for management's 
responsibility to maintain adequate controls at all levels of the business.  Our work, therefore, cannot be expected 
to identify all weaknesses in your systems and procedures, which a special investigation directed at those systems 
and procedures might reveal. 
 
We conducted our audit in accordance with International Standards on Auditing.  Those standards require that 
we plan and perform our audit to obtain reasonable assurance that the financial statements are free of material 
misstatement. 
 
An audit includes: 

 examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
 assessing the accounting principles used and significant estimates made by management, and 
 Evaluating the overall classification of financial information in the financial statements. 

 
As our audit procedures rely on selective tests of the accounting records and only those controls we wish to place 
reliance upon, they may not necessarily disclose all weaknesses in the systems of internal control and accounting 
procedures which a more comprehensive examination may have revealed. 
 
Objective 
 
We consider it an important part of our audit service to contribute to our clients our experience of good 
management practice in those areas that we necessarily need to consider for our audit.  Our objective is to help 
management, over and above our duties. 
 
To this end we have identified areas where we believe that improvements could contribute to increased efficiency 
and better internal controls within the Education Labour Relations Council. 
 
We would like to thank the management and personnel of the Education Labour Relations Council for their 
continuous co-operation and hospitality during our audit, pending its conclusion. 
 
Findings 
 
A detailed management report has been discussed with management. We table this report under the following 
headings: 
 Management of performance information 
 Finance 
 Supply Chain Management 
 Information and communication Technology 
 
In order to assist management to meaningfully allocate resources to address the findings, we have categorized 
the findings using the following keys: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

4 
 

 
Classification 
 

Significant matter The finding is a result of non-compliance with laws and regulations, internal 
policies and requirements of the reporting framework; 
A misstatement that will have material impact in the financial statements; 

Areas of improvement The finding is a result of control deficiency or lack of control within the control 
environment. 

Housekeeping matters The finding has no impact but if not addressed in future might be significant. 
 
 
 
 
Risk rating on the findings 
 

High Misstatement on the financial statement is material or/and non-
compliance has financial impact: 
 The finding was reported previously; 
 The finding will happen frequently if control deficiency or 

weakness is not addressed. 
Medium Misstatement on the financial statement is immaterial or/and non-

compliance has no financial impact: 
 The finding was reported previously; 
 The finding will happen frequently if control deficiency/weakness is 

not addressed. 
Low This is an internal control issue, which requires improvement in the 

quality and/or efficiency of the internal policies. 
 
Conclusion 
 
The recommendations contained in this report are intended to assist the council to improve its accounting and 
internal control systems therefore they should not be viewed as criticisms.  

 
We take this opportunity to express our appreciation for the assistance and co-operation, which was and 
continues to be extended to us during our audit, and recognise that this is an important element in achieving our 
objective of an economical and effective audit. 
 
Yours faithfully 
 
 
 
________________________________________________ 
Nomathamsanqa Ashom 
Registered Auditor 
Ngubane & Company (JHB) Incorporated 
Chartered Accountants (S.A.) 
Registered Auditors 
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S T AT U S  O F  IM PLEM ENT A TI O N O F C O MM I T M E N T S  AN D RE C OM M EN D AT I O NS  

Below is our assessment of the progress in implementing the commitments made by the entity to address the 
prior findings. 
 

No. Finding Prior Year Commitment Status 
1.1.1 INDISTINCT APPLICATION OF THE 

PANELISTS FEE POLICY 
In terms of the Policy, Panelists are 
entitled to demand payment from 
the ELRC for complete claims which 
were submitted and not paid within 
30 days. However, the policy does 
not elaborate on a timeframe for 
submission of such demands and 
management have not made 
provision for possible demands 

As an area of improvement, management 
will consider revising the Fee Policy to 
include the timeframes that allows the 
Panelist to make demand for the penalty 
against the Council (to be in line with 4.3 
of the fee policy). 

Resolved 
The policy was revised on 
the 30th of October 2019. 
 
 

1.2.1 ESTIMATED USEFUL LIVES OF 
ASSETS 
During the audit of Fixed Assets, we 
noted that the useful lives of the 
assets exceed the useful life period as 
per the Asset Management Policy. On 
an annual basis, management 
performs a reassessment of the 
useful life of the assets based on the 
condition of the asset. From the 
annual reassessment report, it has 
been noted that the estimated useful 
life of the assets as per the policy is 
not prudent 

Management will assess the useful lives 
as recommended in the Asset 
Management Policy for each class of 
assets and consider amending the policy 

Partially resolved 
Management 
implemented the useful 
lives as per their policy. 
 
However, for classes such 
as furniture and fittings 
the asset management 
policy and the finance 
management policy do 
not agree to the 
accounting policy as 
indicated in the Annual 
financial statement. 

2.1 GAP IN DESCRIPTION OF THE 
REQUEST FOR QUOATION 
We noted the following gaps in the 
Standard Operating Procedures in 
relation to RFQ description when 
acquiring “Goods or services with 
transaction value of R10 000, but not 
exceeding R30 000 (including VAT)”:  
i. The SOP does not indicate that the 
RFQ must clearly state the Closing 
date for submissions from 
prospective bidders; and  
ii. The period for which the RFQ must 
be valid for after it is sent to 
prospective suppliers e.g. within 5 
days etc.  
 

The SCM Policy and SOP will be updated 
to link the minimum requirements within 
all thresholds and to provide validity 
scope for transactions below R500k. 

Resolved 

2.2 QUOTATIONS NOT EVALUATED IN 
TERMS OF THE PREFERENCE 
POINTS SYSTEM 
During the audit of supply chain, we 
noted that a quotation was not 
evaluated in terms of the preference 
points system. Only the pricing was 
considered in recommendation to 
award the supplier. The BBBEE 
contribution level was not 
considered as required by the SCM 
SOP 

The BBBEE level will be reflected on the 
calculation scoresheet even if all suppliers 
are non-compliant 

Resolved 
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No. Finding Prior Year Commitment Status 
2.3 CLOSING DATE ON COVER SHEET 

DIFFERENT FROM THE DETAILED 
SPECIFICATION DEADLINE 
Upon inspection of the RFQ (requests 
for quotations), we noted an 
inconsistency of the closing date in 
the cover sheet and in the 
documented quotation specifications 

Upload the standard RFQ Coversheet to 
the shared folder and communicate that 
to SCM officials. 

Resolved 

2.4 FIXED ASSET REGISTER (FAR) 
MAINTENANCE 
During the physical verification of 
assets, the assets listed below could 
not be verified at the location as per 
the Fixed Asset Register. The custody 
of assets as well as their movements 
is a cause for concern. The lack of 
control facilitates loss and theft. 

None Partially resolved 
 
Physical verification 
indicated that there were 
no exceptions. 
 
However, the 
completeness testing of 
the assets indicated that 
there are assets which are 
not tagged and there are 
tagged assets which are 
not in the FAR.  

3.1 RECOGNITION OF ARBITRATION 
CASES SCHEDULED WITHIN 45 
DAYS 

Cases where incorrectly recognised 
as within 45 days  

Case Management Officers to confirm the 
correctness and completeness of the 
information on received arbitration 
awards. The designed DMS App will be 
adapted to retrieve the reports 
automatically, as it will assist with the 
automatic calculation of number of days 

Not resolved 
Repeat finding 

3.2 EXPENSES RECORDED IN THE 
INCORRECT FINANCIAL PERIOD 

It was noted that there were expenses 
which were recorded in the incorrect 
period. 

The following action will be taken to 
improve the situation:  
 Management will ensure that purchase 
orders are created for all expenses where 
an amount can be predetermined.  
 Management will not adjust the 
2017/18 financial statements as the 
figures are not material.  
 Creditors cut off test will be more 
efficiently performed at year end to 
ensure that expenses are accounted and 
recorded in the correct accounting year  
 

Not resolved 
 
Unrecorded liabilities 
testing indicated an 
invoice which was not 
recorded, management 
indicated that the invoice 
was recorded the in the 
2020/21 financial year 

3.3 PURCHASE ORDER DATED AFTER 
THE INVOICE DATE 

During the audit, we noted that 
purchase orders were dated after the 
invoice was issued, the policy 
however has no provisions to address 
scenarios where the cost cannot be 
estimated for the services or goods 
received 

 
 More controls will be put in place to 
ensure that the Purchase Order is issued 
at the time the service provider is 
appointed.  
 The SOP will be reviewed and updated 
to be clear on process to handle 
transactions where a contract exists.  
 

Resolved 
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1.  M AN AG EM E NT  O F P ER F O RM A NC E IN F OR MA TI O N 

S IG NI FI CA NT  M A T T ERS  

NO N E  

A RE AS  O F I M PR OV EM EN T   

1.1 Performance indicator is not in line with the Council’s Objective 

Requirement 

Performance Management Policy 8.1 states the following: 

 Performance indicators must be specified to measure performance in relation to inputs, activities, outcomes, and 
impacts Defining a good performance indicator required a careful analysis of what must be measured. 

A good performance indicator should be: 

i. Reliable – The indicator must be accurate enough for its intended use and respond to changes in the 
level of performance. 

ii. Well-defined- The indicator must have a clear, unambiguous definition so that data will be collected 
consistently and is easy to understand and use. 

iii. Verifiable- It must be possible to validate the processes and systems that produce the indicator. 
iv. Cost-effective - The usefulness of the indicator must justify the cost of collecting the data 
v. Appropriate- The indicator must avoid unintended consequences and encourage service delivery 

improvements, and not provide managers with incentives to carry out activities simply to meet a 
particular target; and 

v. Relevant- The indicator must relate logically and directly to an aspect of the institutions mandate 
and the realization of strategic goals and objectives. 

Paragraph 9.6 states in part that performance standard should be selected according to the SMART criteria: 

i. Specific- The nature and required level of performance must be clearly identified 
ii. Measurable- The required performance can be measured. 
iii. Achievable- The target is realistic given existing capacity. 
iv. Relevant- The required performance is linked to the achievement of a goal. 
v. Timebound- The time period or deadline for delivery is specified. 

 

Audit finding 
During the audit of performance information, it was noted that the following indicator is not in line with the 
objective: 
 

Objective: 
 Research Programmes – Council to attend relevant education programmes 
(International Study visits/Conference/research) to gain best practices to improve 
the public education 

   
Indicator:  Administer resources allocated to approved programmes 

 
The current objective is for the Council to attend the educational programmes to obtain best practice. To achieve 
this objective, the Council has to administer the process for approval of the budget and resources for the 
educational trips. 
 
The indicator does not prompt management to implement the best practice knowledge obtained at the 
educational programmes which they attended. The indicator may be achieved solely by administering of the 
resources.  
 
However, part of the objectives of the Council as indicated in the ELRC Constitution Part A – paragraph 7.5 is to 
conduct research, analysis and survey education nationally and internationally, and to promote training and 
capacity building in education. The objective addresses this, however, the indicator is not aimed at ensuring that 
the objective is fulfilled.  
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Risk 
 
Risk Rating: Low 
 The Council’s objective is to conduct research and promote training in bettering the public education. This 

speaks to the objective, however the indicator does not urge or prompt delegates to achieve the target 
through implementing the knowledge they gained from these trips. 

 The Council can achieve the target solely by administering the resources. 
 
Root Cause 
Indicator not worded to align with the objective. 
 

Recommendation 
Management should consider altering the indicator measure to state:  
“Convene training and or discussions with parties on the implementation of best practice methodologies 
obtained from educational programmes.” 

Management Response 
We agree with the auditors' comments, and the following action will be taken to improve the situation. We will 
look into how an improvement can be made to the indicators. This improvement plan will be effected during the 
mid-year review of the Annual Performance Plan. 
 
Name: Frederick Moloisi 
Position: Senior Manager Collective Bargaining Services 
Date: 30 September 2020 
 

Auditor’s conclusion 
Management response noted, finding to be followed up in the next financial year audit to ensure it is resolved.  
 
 

HO U SE K EEP IN G MA T T E R S 

NO N E  
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2.  FI NA NC E  

S IG NI FI CA NT  M A T T ERS   
NONE 
  

A RE AS  O F I M PR OV EM EN T   
 

2.1 Classification of Liabilities 
 
Requirement 
 
Finance Administration Policy 11.2 states the following:  
The financial statements will be prepared in accordance with the International Financial Reporting Standards for 
Small and Medium Sized Entities (IFRS for SME’s) and the Labour Relations Act, 66 of 1995 as amended.  
 
Finance Administration Policy 19.3.2 Year end Procedure states the following:  
All transaction from journal entries, income and expense invoices, should be recorded in the relevant financial year 
by 15 May of the following financial year.  All invoices received after the 15 May, shall be recorded in the subsequent 
financial year depending on the materiality of the invoice.   
 
IFRS for SME 4.11.d also states the following:  
An entity shall disclose, either in the statement of financial position or in the notes, the following subclassifications of 
the line items presented - 
d. trade and other payables, showing separately amounts payable to trade suppliers, payable to related parties, 
deferred income and accruals. 
 
IFRS Foundation: Training Material for the IFRS for SMEs 
Module 21 – Provisions and Contingencies states that: 
Trade payables are liabilities to pay for goods or services that have been received or supplied and have been invoiced 
or formally agreed with the supplier.  
 
Accruals are liabilities to pay for goods or services that have been received but have not been paid or formally agreed 
with the supplier (they may also relate to amounts due to employees).  
 
Audit Finding  
 
Whilst testing trade and other payables, it was noted that the below listed transactions were classified as accruals 
in the accounting records yet the supporting documents (invoices) relating to the transactions were received by 
ELRC as at 31 March 2020. Thus, ELRC did not reclassify the transactions from the accruals account to accounts 
payable.  
 
In terms of the face of the financial statements, accruals and trade payables are both presented as current 
liabilities. However, in terms of the notes of the financial statements, which accompanies the financial statements, 
the accruals and payables should be recorded separately and should be presented in such manner as required by 
IFRS for SMEs. 
 
The incorrect classification, presentation and disclosure will result in the overstatement of accruals and the 
understatement of accounts payable.  
 
However, the incorrect classification of these transactions does not have any impact on the completeness of the 
total trade and other payables balance.  
 

Details per Accruals listing  
Date Code Supplier name Total  

2020/03/31 
 
JNL 

City of tshwane-862505191964 
( R53424.13- R658.72)        52 765,41   

2020/03/31 
 
JNL SOLOMON HOLMES TA2770-TA4779        27 970,34   

2020/03/31 

 
JNL 

SOLOMON HOLMES TA4760- TATA69        22 137,00   
2020/03/31  TELKOM- 185745        14 207,48   
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Details per Accruals listing  
JNL 

2020/03/31 

 
JNL 

Tshwane-150005563179(R41 489.81- R10 
044.91)        31 444,90   

2020/03/31 PORD011100 Avis        11 767,10   
2020/03/31 PORD008709 Globe flight          5 356,13   

2020/03/31 JNL BONO- ELRC 02/20        20 000,00   
2020/03/31 INV24292 Finware        10 120,00   
2020/03/31  IN11023-  Booysens Hotel         10 299,90   

2020/03/31  INV0003122  IOS         20 833,33   
 
Risk 
 
Risk rating: Medium 
 Overstatement of accruals and understatement of account payables.  

 
Root Cause 
 
Management oversight in clearing of the accruals account upon the receival of supporting documents (e.g. 
invoices) for the above listed transactions. Thus, this was an oversight by management. 
 
Recommendation 
 
Management should analyse the accruals account to determine whether support was received before or after 
year-end cut-off date as per the policy. If the supporting documents were received before year-end cut-off date, 
management should perform a reclassification exercise by debiting the accruals account and crediting the 
accounts payable account.  
 
Management response 
 
We note the auditors' finding. and the following action will be taken to improve the situation. Management will 
look at the Finance Administration Policy regarding the classification of liabilities and how they are processed on 
the financials. This will be done in line with IFRS for SME. 
 
Name: Unathi Ndobeni 
Designation: Chief Financial Officer 
Date of implementation: Immediately 
 
Auditor’s conclusion 
 
Management’s response has been noted. We will assess the indicator in the next financial period. 
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2.2 Accruals for Panelist 
 
Requirement 
 
Finance Administration Policy 11.2 states the following:  
The financial statements will be prepared in accordance with the International Financial Reporting Standards for 
Small and Medium Sized Entities (IFRS for SME’s) and the Labour Relations Act, 66 of 1995 as amended.  
 
Finance Administration Policy 19.3.2 Year end Procedure states the following:  
All transaction from journal entries, income and expense invoices, should be recorded in the relevant financial year 
by 15 May of the following financial year.  All invoices received after the 15 May, shall be recorded in the subsequent 
financial year depending on the materiality of the invoice.   
 
IFRS for SME 4.11.d also states the following:  
An entity shall disclose, either in the statement of financial position or in the notes, the following subclassifications of 
the line items presented - 
d. trade and other payables, showing separately amounts payable to trade suppliers, payable to related parties, 
deferred income and accruals. 
 
IFRS Foundation: Training Material for the IFRS for SMEs 
Module 21 – Provisions and Contingencies states that: 
Trade payables are liabilities to pay for goods or services that have been received or supplied and have been invoiced 
or formally agreed with the supplier.  
 
 
Audit Finding  
 
During the audit of Accrual Panelist, it was noted that there were items on the accruals listing which were not 
liabilities as at year end. The following open purchase orders were included in the accrual listing as at year end, 
however there were no services rendered on behalf of the Council as the hearings were cancelled. 
 
  

Order No 
Supplier 
Name Allocation/Project Date of hearing Full expense 

Penalty 
income Total Amount Hearing 

PORD009270 Nkosinathi 
Emmanuel 
Mkhize 

Rates – Arbitration 

23-24/10/2019         5 770,00        4 327,50             1 442,50   Cancelled  
PORD006980 Thabe 

Phalane 
Rates – Arbitration 

04-05/07/2019         6 450,00        4 837,50             1 612,50   Cancelled  
PORD007955 Van Der 

Merwe SW 
Rates – Arbitration 

26-27/08/2019         6 450,00        4 837,50             1 612,50   Cancelled  
 
The arbitration hearing for the above purchase orders were cancelled. However, as at year end the respective 
accrual, expense and penalty income were raised on these open purchase orders.  
 
Risk 
Risk rating: High 
Accrual: Panellist, expenses and penalty income may be misstated as the scheduled Arbitration hearing were 
cancelled.  

 
Root Cause 
The accrual was raised based on the open purchase orders as at 31 March 2020, which did not take into 
consideration the hearings which were cancelled. There was a control deficiency in the monitoring of the open 
orders report as DMS did not update the SCM department of the cancellation of the hearings.  
 
Recommendation 
Management should monitor the open purchase order report and ensure that accruals are not raised merely based 
on the open orders but on the services rendered by the prospective Panelist on behalf of the Council.  
 
Management response 
We accept the auditors’ finding. The following action is taken to improve the situation, the Open Orders Report is 
being monitored monthly and long outstanding invoices are followed up with relevant suppliers.  Each Senior 
Manager reports on open orders for their respective units.  This assists in identifying orders that are still open 
and should have been canceled. 
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Name: Unathi Ndobeni; Matlose Moela; Charles Mokoena 
Designation: Chief Financial Officer; Senior Manager DMS; Supply Chain Manager  
Date of implementation: Immediately  
 
Auditor’s conclusion 
Management response noted, the misstatement will be included in the schedule of uncorrected differences and a 
follow up will be performed in the next financial year to ensure the control was implemented and is effective. 
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2.3 Payments made after 30 Days 
 

Requirement 
 
ELRC has adopted National Treasury’s regulation best practice of paying invoices within 30 days from the date 
the invoice is received. 
 
Audit Finding  

During the audit of expenses, we noted that the following invoices were paid after 30 days from the date when 
the invoice was received: 

GL Details Date 
Received Date Paid 

Time 
period Date Reference Description Amount 

2019/10/23 NM10/10 
NATIONAL 
TREASURY-
SCC0034725 

20 166,33 2019/09/10 2019/10/24                            
44  

 

Risk 
Risk rating: Medium 
 
 
Root Cause 
Management oversight  
 
 
Recommendation 
Where suppliers are consistently paid late, it creates a bad reputation for the firm and can result in business 
disruptions. Therefore, management should monitor payment days and ensure that suppliers are paid on time. 
 
 
Management response 
We accept the auditors’ finding. The following action is taken to improve the situation, the implemented internal 
control of sharing the open orders report with Senior Managers for follow-up is assisting with the long 
outstanding transactions. A practice manual for late processing and payment of claims has been effected as a 
preventive control. 
 
Furthermore, management will look at the process of certification of valid invoices by different units. 
 
 
Name: Unathi Ndobeni and Charles Mokoena 
Designation: Chief Financial Officer and Supply Chain Manager 
Date of implementation:  Immediately  
 
 
Auditor’s conclusion 
Management response is noted, follow up will be performed in the next financial year to ensure the control was 
implemented and is effective. 
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2.4 Expense recorded in the incorrect financial year 

Requirement 
 
IFRS for SMEs 2.36 states the following: 
An entity should prepare its financial statements, except for cash flow information, using the accrual basis of 
accounting. On the accrual basis, items are recognized as assets, liabilities, equity, income or expenses when they 
satisfy the definitions and recognition criteria for those items. 
 
Audit Finding 
During the testing of Computer expenses, it was noted that the following expense accrued for the 2019/20 
financial year is not complete: 
 

Balance as per the GL R357 369,00 

Recalculated Computer expense R389 848,19 

Difference -R32 479,19 
 

Risk 
Risk rating: Medium 
 Operating expenses might be misstated 

 
 

Root Cause 
One invoice was excluded during a reconciliation of the general ledger against invoices, as a result this was an 
oversight by management.  
 
Recommendation 
Management should ensure that all transactions for the financial period are recorded in the financial period 
where they occur. Failure to do so will result in incorrect financial information being reported. 
 
Management response 
 
We accept the auditors’ finding. An adjustment journal will be processed in the financial statements. The following 
action is taken to improve the situation, we will review the cut-off procedures in place to prevent re-occurrence.  
 
Name: Unathi Ndobeni and Nthabiseng Shadung 
Designation: Chief Financial Officer and Finance Manager 
Date of implementation: Immediately  
 
Auditor’s conclusion 
Management response noted. The 2019/20 financial statements have been adjusted. 
Follow up will be performed in the next financial year to ensure the control was implemented and is effective. 
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2.5 Control deficiency on the monthly Levies Reconciliation 
  
Requirement 
An effective system of internal control will help prevent material misstatements, whether due to error or fraud, 
from occurring in a company’s financial statements. 
 
Finance Administration Policy 14.1.7 states the following: 
Income and receivables reconciliations must be reviewed by the Finance Manager within 10 working days after 
month end and they should be signed-off as proof of performing this function.  
 
Audit Finding 
During the control design and implementation of Revenue, it was noted that management performs monthly 
levies reconciliation for the provincial Department of Education and FETCs as a control measure. The 
reconciliation is based on the total levies received as per the bank statements and an estimated number of 
contributors is calculated from there. The estimated number of contributors is calculated using the following 
formula: 
 

Estimated number of contributors = Total levies received / Levy amount (R15.00) 
  
During the testing of Revenue, we noted that the estimated number of contributors on the following DBE monthly 
levies reconciliation were misstated:  
The month of  

- September 2019,  
- October 2019,  
- November 2019,  
- December 2019,  
- January 2020 and  
- February 2020 

 
From inspection of the reconciliation, we noted that management miscalculated the estimated number of 
contributors as they used a levy amount of R10.00 instead of R15.00.  
 
Although this specific exception does not have financial impact in the 2019/20 financial year, as the revenue 
balance is not affected, we noted that there was a control deficiency/weakness, if not addressed it might result in 
future quantitative misstatement.  
 
Risk 
Risk rating: Low 
Control deficiency in the review and approval of the reconciliations. 
 
Root Cause 
Incorrect estimated number of teachers on the reconciliation recorded as attention was more on the revenue 
amount (the money collected) 
 
Recommendation 
Even though there is no financial implication, management should still ensure that the controls around the 
reconciliations are adequate so at to address any potential errors that might arise. 
 
 
Management response 
 
We note the auditors’ finding. The error does not affect the total estimated number of educators as at the end of 
the financial year and the revenue amount disclosed on the financial statement. The estimated number of teachers 
on the reconciliations have been corrected accordingly. The following action is taken to improve the situation, 
management will ensure that the estimated number of teachers on the reconciliation is accurate. 
 
Name: Unathi Ndobeni and Nthabiseng Shadung 
Designation: Chief Financial Officer and Finance Manager 
Date of implementation: Immediately 
 
Auditor’s conclusion 
Management response noted. A Follow up will be performed in the next financial year to ensure the control was 
implemented and is effective. 
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H OU SE KE EP I N G MA T TER S  
NO N E  
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3.  S U PP L Y C H AI N  M AN AG E MEN T  

S IG NI FI CA NT  M A T T ERS   
NONE 
  

A RE AS  O F I M PROV EM EN T   
NONE 
 
HO U SE K EEP IN G MA T T E R S 

 
3.1 Assets not insured on a timely basis 
 

Requirement 

Asset Management Policy paragraph 8. (e) states the following:  
Each asset shall be insured within 5 days after accepting delivery. 
 

Audit finding 

During the audit of property, plant, and equipment, it was noted that the following are assets are not included in 
the insurance policy schedule. 

a. The following Intangible assets were insured after 5 days 
 

Details per the fixed asset register Details per Invoice 
  

Asset 
number 

Description Purchase 
date 

Date Supplier Description Amount Inc. VAT  Date 
Insured 

(effective 
date) 

Days 

X0166 
SHAREPOINT 

MANAGEMENT 
SYSTEM 

2019/08/
12 

2019/08/
13 

SoundIdea 
Digital 

SPMS- 
Sharepoint 

management 
system 

                   69 368,00  2019/09/
24 

42 

X0167 

SHAREPOINT 
INCIDENT 

MANAGEMENT 
- Forms 

2019/08/
12 

2019/08/
13 

SoundIdea 
Digital 

SPMS- 
Sharepoint 

management 
system- 
Incident 

Management - 
Forms 

                   28 704,00  2019/09/
24 42 

X0168 
APPLICATION - 

DISPUTES 
MANAGEMENT 

2019/07/
26 

2019/07/
26 

Intelligent 
Output 

systems 

Dispute 
Application 

Software 
             3 425 000,00  

                                   
2019/09/

24  
60 

  
ADOBE 

CREATIVE 
CLOUD 

2019/10/
04 

2019/09/
18 

Centurion 
Technolog
y Support 

Services 

Adobe 
Creative Colud 

for Teams 
                   18 285,00  2019/09/

30 12 

  
NETWORK 

MONITORING 
TOOL 

2020/03/
10 

2020/02/
03 

IPT 
Holdings 

Network 
monitoring 

tool 
                   55 115,95   Not 

insured   
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Risk 
 
Risk rating: Low 
 

Root Cause 

Delays in communication between the ELRC and the insurer. 

Recommendation 

Management to ensure that internal policies are complied with as to avoid any potential deviations from current 
polies.  

Management Response 

Management accepts the finding and have previously picked and discussed with Internal Audit. There was 
initially confusion on whether software was insurable and once that was clarified the items were insured.  

                  The assets were insured at full value as determined by the insurer. It must be noted that some project costs are 
labour related and system changers. Therefore, no insurable value. The other part of the tender relates to 
maintenance and hosting, which are expended over the life cycle of the contract. 

 The following action is taken to improve the situation, management has since reiterated the communication 
process within the SCM team when procuring assets to ensure delivery is recorded and insured timeously. The 
poor performance issues have been addressed during the performance assessment. 

The SCM Officer has been instructed to process additions immediately as the insurer is willing to process and 
cover assets based on the delivery note 

Name: Unathi Ndobeni and Charles Mokoena 
Designation: Chief Financial Officer and Supply Chain Manager 
Date of implementation: Immediately 
 

Auditor Conclusion 

Management response has been noted and follow up will be performed in the next financial. 
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A .  FO LL O W U P O F P RI O R R EP OR T TO  M A NA GEM E N T  

A follow up on findings identified during the year-end audit ending 31 March 2019, should be performed and 
the results should be presented as follows:  
 
A. Roll over findings  

 

These are findings that have reoccurred in the audit performed for the period ended 31 March 2020. 

No. Finding 
Index reference to current 
report item 

Page reference to current 
report item 

4. Roll-over Findings     

 

 

Dispute Management System Case 
Register Maintenance 

4.1 21 

  
Recognition of Conciliation cases 
scheduled within 30 days 4.1.1  21 

  

Recognition of Arbitration cases 
scheduled within 45 days 

4.1.2  23 

  Fixed asset register maintenance 4.2  25 
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4.1 ROLL OVER FINDINGS   
        
A . MAN AG EM E NT  O F P E RFORM A N CE I N FOR MA T IO N  

S IG NI FI CA NT  M A T T ERS   
 

4.1 Dispute Management System Case Register Maintenance 

Requirement 

Performance Information Management policy 12.2 states that management shall: 
- establish and maintain monitoring and evaluation systems especially collecting, capturing, verifying, and 

using data and information.  
- Validate/verify all reported outputs against the actual reported and planned, as well as ensuring that all 

source documents are available for performance audit.  
 

Audit finding 

During the audit of performance information, it was noted that the case register which management uses as a tool 
to determine the  scheduled cases which form part of the numerator (cases within) or the denominator (total 
cases) has the following control issues: 

- The register is not locked (protected) for editing – it is not password protected and can be edited by any 
person. 

- Review of the register – It was noted that there are 68 cases on the Conciliation register which were “in 
jurisdiction” but not scheduled for a hearing; management did not indicate the reason for not scheduling 
the case for conciliation. 
At inquiry it was indicated that there are various reasons including but not limited to the case being an 
inquiry, BCEA or the case being received during recess.  

This poses a risk of unauthorized changes being made to the register and management might not be able to assess 
the cases accordingly as the register is a tool used by management for assessment of the cases scheduled “within” 
or “not within”. 

The following exceptions were noted during the testing of the performance indicators: 

4.1.1 Recognition of Conciliation cases scheduled within 30 days 

In terms of the description of the performance indicator, 80% of cases are scheduled for Conciliation within 45 days 
after receipt of dispute referral. 
 

a. Cases reported as scheduled Within/ Not within 30 days: 

During the testing of the Conciliation case register, we noted that the following case number was classified as 
cases scheduled “within” 30 days, however through recalculation testing it was noted that the case was not 
scheduled within 30 days. 

CASE NO. DATE 
RECEIVED 

DATE 
CAPTURED  

DATE 
VERIFIED 

JURISDIC
TION 

DATE IN CON 
DATE 

Calculated 
number of 
days 

PSES221-
19/20 

05-Jun-19 05-Jun-19 05-Jun-19 In   10-Jul-19 35 

 

Similarly, it was noted that the case detailed below was scheduled for conciliation within 30 days. However, on 
the register the case was classified as “not within” 30 days. 

CASE NO. DATE RECEIVED DATE CAPTURED  DATE VERIFIED DATE IN CON DATE 

Days 

PSES285-19/20 05-Jul-19 05-Jul-19 05-Jul-19   02-Aug-19 28 
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Risk 
 
Risk rating: Medium 
Reported targets might be misstated and reported incorrectly as being achieved.  
 
Root cause 

 Manual calculation of the number of days taken to schedule the conciliation.  
 Failure by the current Case Management System (CMS) to automatically calculate days  

 

Recommendation 

Management should ensure that it uses formulas that will automatically calculate the number of days from the 
date of receipt of referral to the date of arbitration on the excel spreadsheet register instead of calculating the 
days manually. This spreadsheet should be protected to ensure that no unnecessary changes are made and 
improve its credibility.  
 

Management must review the spreadsheet for completeness to ensure all cases are recorded and categorized 
correctly. 

Management response 

We accept the auditors’ finding. Management has detected that the initial spreadsheets submitted for audit 
purposes were incorrect and the differences noted do not affect the targets met. The following action is taken to 
improve the situation, we will strengthen the managerial review control, that is, quality checking of all 
transactions by senior manager and introducing 2 review levels to enhance the timely detection of errors and 
effecting corrections upon discovery. 
 
Name: Matlose Moela 
Position: Senior Manager Dispute Management Services 
Date of implementation: Immediately 
 

Auditor’s conclusion 

The Council needs to find a permanent solution around the maintenance of the registers which requires 
minimum intervention to avoid reoccurring errors. 

Management response noted, finding to be followed up in the next financial year audit to ensure it is resolved.  
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4.1.2 Recognition of Arbitration cases scheduled within 45 days 

In terms of the description of the performance indicator, 80% of cases are scheduled for arbitration within 45 days 
after receipt of dispute referral. 
 

a. During the audit of performance indicators, we noted that there is a difference in the denominator and 
numerator which was reported in the annual report  

 As reported in the APR Auditor Calculation 

Numerator 383 297 

Denominator 510 396 

Achievement 75% 75% 

Achievement Not Achieved Not Achieved 

 

b. Cases reported as scheduled Within/ Not within 45 days: 

It was noted that the following arbitration case was incorrectly classified as within 

Details per register Details per evidence provided 

CASE NO DATE ARB RECEIVED ARB DATE 45 DAYS Date 
received 

Date of 
scheduled 

Number 
of days 

PSES1018-18/19 10-Jun-19 15-Jul-19 Within 2019/06/10 2019/09/02 
                           
84  

 

It was noted that the following inquiry sexual misconduct case was incorrectly classified as within  

Details per register Details per evidence provided 

CASE NO. 
DATE 
RECEIVED 

DATE 
CAPTURED  

DATE 
VERIFIED 

ARB 
DATE 

Date 
received 

Date of 
scheduled Days 

PSES99-
19/20 

02-May-19 03-May-19 03-May-19 29-May-
19 

2019/05/02 2019/07/23 82 

PSES133-
19/20 

13-May-19 13-May-19 13-May-19 21-Jun-
19 

2019/05/13 2019/07/19 67 

 

Risk 

Risk rating: Medium 
Reported targets might be misstated and reported incorrectly as being achieved 
 

Root cause 

The report was found to have included the Inquiry by Arbitrator which were then removed; however, the 
calculation of the arbitration request was not changed and corrected accordingly. 

Management Response: 
 
We accept the auditors’ finding. There was error in calculation of the arbitration requests. We also noted that after 
recalculation of the reported information the set target remained not achieve. The numbering has since been 
corrected accordingly. The following action is taken to improve the situation, we will strengthen the managerial 
review control, that is, quality checking of all transactions by senior manager and introducing 2 review levels to 
enhance the timely detection of errors and effecting corrections upon discovery. 
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Name: Matlose Moela 
Position: Senior Manager Dispute Management Services 
Date of implementation: Immediately  
 
 
Auditor’s conclusion 
Management comment is noted. Follow up will be performed in the coming year to ensure that this is corrected. 
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B . SUP P LY CH A IN  MA NA G EM EN T  

A RE AS  O F I M PROV EM EN T   
 

4.2 Fixed Asset Register Maintenance 

Requirement 
 
Asset Management Policy paragraph 6.3.1 states that with regard to acquisitions and disposals of assets: 

(a) Ensure that all assets are acquired in terms of the SCM Policy; 
(b) Ensure that a completed AMC forms is presented with the assets, before accepting an obsolete or 

damaged asset or transfer assets users; 
(c) Ensure that a record is kept of all obsolete, damaged and unused assets received from departments; 
(d) Compile a list of the items to be disposed in accordance with their guidelines; 
(e) Ensure that all obsolete or damaged assets are disposed of as per the requirements of the SCM Policy; 
(f) Ensure that adequate barcode is available at all time to exercise management and control; 
(h) Ensure that a complete asset verification of all inventory and asset items is performed annually 
(i) Ensure that all assets are safeguarded against loss/theft and that they are adequately insured; and 
(j) Ensure that location changes are made timeously, and location/room information are updated regularly. 

 
Paragraph 6.6 states in part that all the other departments with the organisation shall 
        f)  Ensure that, where applicable, all their movable assets are reflected on the FAR and DIR are barcoded to 
exercise control 
 

Audit finding 

a. Completeness of Assets 

During the completeness testing of assets, it was noted that the following assets did not have tag numbers : 

ELRC tag 
number Description 

Serial/Model 
number  Location  

 Condition of the 
asset  

No tag 
Mounted Samsung 
LCD TV   

Ground floor 
entrance Normal 

No tag  Three-seater couch  

Furniture, does not 
contain 
serial/model 
number 

Ground floor 
entrance Normal 

 

After the identification of assets without tag numbers, management conducted an exercise of issuing these assets with 
new tag numbers. The details of the new tag numbers are as follows: 
 
 

 
Old Tag 
Number 

New Tag 
Number  

Mounted Samsung TV ELRCG704 ELRCC04652 

Three-seater couch ELRCW02377 ELRCC04785 
 

 
The 2020/2021 fixed assets register will have to be updated to reflect the newly issued tag numbers.  
 

Risk 

Risk rating: Low 

 The fixed asset register may be incomplete. 
 Assets may be understated in the fixed asset register. 
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Recommendation 

Management should ensure that all assets are tagged and the tag numbers agree to what is recorded in the fixed 
asset register. 

Management response 

We note the auditor’s finding. The different tag numbers were an oversight from management, and this has since 
been corrected.  
 
Name: Unathi Ndobeni and Charles Mokoena 
Designation: Chief Financial Officer and Supply Chain Manager 
Date of implementation: Immediately 
 

Auditor Conclusion 

Management response has been noted and follow up will be performed in the next financial year to ensure the 
control was implemented and is effective. 
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5.  IN FO RM A T IO N  AN D  C O M M UN I CA T I ON  T ECH NO LO G Y 
 
5 .1  EX ECU T IV E SUM M AR Y 
 
5 .1 . 1 IN T RO DU CT I ON  A ND  O BJ E CT I VES  
 

As part of the 2019-20 Statutory Audit, Ngubane & Co. carried out an ICT Audit at Education Labour Relations 

Council (ELRC). The primary objective of this audit was to provide reasonable assurance to the financial auditors 

about the adequacy and effectiveness of the IT general controls surrounding the Pastel Evolution and Active 

Directory systems.  

The secondary objective of our review was to give management assurance on the adequacy and effectiveness of 

the general controls around the Information & Communication Technology environment, upon which the Pastel 

Evolution and Active Directory systems and processes are housed.   

 

5.1 . 2  S COP E  
 
The scope of this review was limited to the following areas: 

 IT Security Management; 

 Logical Access/User Access controls; 

 Information Technology Continuity; 

 Program Change Management; 

 Facilities and Environmental Controls;  

 Incident and Problem Management; 

 Third party Management; and 

 ICT Governance. 

In addition, the internal audit function of ELRC had also performed internally and functioned throughout the 
period under review. 
 

As part of our audit execution, we determined whether and to what extent we could rely on the work of internal 

audit, in relation to the afore-mentioned audit areas.  
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5.1 . 3  A UDIT  C O N CLU S ION /  O PI N I ON  
 
The table below sets out the detailed audit report rating criteria used to rate the internal control environment for 
the areas audited. 
Following our review on the adequacy and effectiveness of controls related to IT environment, our assessment is 
that the controls are Good in providing reasonable assurance that the organization’s objectives will be met. 

Report Rating 
opinion 

Control Description Overall 
Reporting 

Rating 

Good 
The system of internal controls is adequate and effective to provide 
reasonable assurance that business objectives will be met.  

 
X 

Satisfactory 

The system of internal controls is adequate and effective to provide 
reasonable assurance that business objectives will be met however, 
some control deficiencies were identified. These control deficiencies 
were mainly administrative in nature and can easily be rectified. 

 

Needs 
Improvements 
 

The system of internal control may be adequate but will not provide 
reasonable assurance that that risk areas are being properly managed 
and controlled. Significant weaknesses in control environment and/or 
instances of non-compliance with internal controls were identified and 
require management focus to rectify. 

 

Inadequate 

The system of internal controls is inadequate and ineffective to provide 
reasonable assurance that business objectives will be met. Majority of 
our findings are serious, material errors or instances of non-compliance 
with internal controls which were identified and require immediate 
management intervention to achieve business objectives. 

 

 
Management has managed to effectively maintain the operational and security controls for the ICT environment 
for the Council for the period under review. There were no identified shortcomings in the Council IT environment 
which needed to be remediated. Management should continue to manage and maintain to control activities 
surrounding the ICT environment of the Council to reduce exposure to risks for these processes to an acceptable 
level. 
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5.2  REM ARK S  
 
The Council’s ICT department has continued to demonstrate remarkable improvements as indicated below: 
 All ICT policies and procedures were reviewed and updated as an annual requisite; 
 User activities on the Council’s systems were being monitored and reviewed on a periodic basis; 
 The environmental controls around the server room were being maintained, and in addition a fire 

suppression system was installed; 
 System backups were consistently performed and stored offsite on a cloud facility; and 
 Incidents were managed and attended to using a helpdesk system. 
 Contracts concluded with external service providers were facilitated by adequate Service Level Agreements.  
 ICT governance policies, procedures and processes were in place and effected accordingly.  
 
The audit was also executed more efficiently due to the agreed upon audit approach of putting reliance on the 
work performed by the ELRC Internal Audit function during the period under review.  
  
In terms of the ELRC Internal Audit Work Plan for the FY2019/20 a review of the Information Communication 
Technology General Controls was conducted. The review focused on the design of systems and processes within 
the Information Communication Technology (ICT) unit. 
Internal Audit Reference: 07-2019/20 
 
5.3  HO U SE K EEP IN G IS SUES  
No housekeeping issues were noted for the period under review.  

 
5 .4  CON TR OL I MP R OV EM EN T OPP ORT U N IT IES  
No control improvements were noted for the period under review.  
 
5.5  OV ERA L L E FF EC T IV EN ES S  OF CO NT R O LS  

 

Following our review on the adequacy and effectiveness of controls implemented by management to address the 
associated IT General controls business risks, our assessment is that the process of internal controls is operating 
effectively to provide reasonable assurance that the risk areas are being properly managed and controlled. 
 
5.6  OV ERA L L M ANA GE M ENT  CO MM EN T  
 
The ELRC ICT management and the internal audit department recognises and wishes to express its appreciation 
to Ngubane and Co for their continued support to the Council throughout the audit for the 2019/20 financial year. 
We are pleased to acknowledge the prepared the prepared report as outlined above and intend to have a good 
working relationship going forward.  
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5.7  A UDIT  A PPR OA C H 
 
The audit approach used is risk focused and was based on the Control Objectives for Information Technology 
(COBIT) framework. COBIT 5 provides a framework for the proper execution of ICT assignments specifying key 
ICT and corporate governance principles and provides ICT service delivery options, with specific control 
objectives to be measured against a set of controls on the computer systems. The approach included discussion 
with the relevant stakeholders, the review and analysis of the relevant policies, procedures and legislation and 
tested controls on a sample basis. The audit team followed the approach outlined below: 

 Enquiry and discussion with the management; 
 Reviewing documentation and obtaining corroborating evidence as we considered necessary; 
 Observation of processes and inspection of ICT facilities; 
 Sample testing to support the key controls identified;  
 Reviewing the policies governing ICT against leading business practices; 
 Producing a draft audit report; 
 Sourcing management comments; and 
 Producing the final audit report. 

 
In our review of the ICT Control Environment we used COBIT 5 and ISO 27001/2- IT Control Environment and IT 
Security frameworks. 
 
Due professional care was exercised during the planning, execution and reporting of the results in respect of the audit. 
However, absolute assurance cannot be given that other non-compliance and irregularities do not exist, due to 
limited testing being performed based on our risk based audit approach methodology, which is predominantly 
focused on high risk and high impact areas. 

 


