
                              Internal Audit Services 

Ref: 02-19/20 (8) 

 

Internal Audit Memorandum 

 

To: Senior Manager, Collective Bargaining Services 

Cc: Manager, Free State Provincial Chamber 

  

From: Senior Manager, Internal Audit  

 

SUBJECT:          Collective Bargaining Services Provincial Chamber Audit Report 

 

We have completed an audit of the Free State Provincial Chamber. We reviewed information 

for the period April 1, 2019 – November 15, 2019.  

 

We conducted this audit in accordance with International Standards for the Professional 

Practice of Internal Auditing (ISPPIA). Those standards require that we plan and perform the 

audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings 

and conclusions based on our audit objectives. We believe that the evidence obtained 

provides a reasonable basis for our findings and conclusions based on our audit objectives.  

 

We extend our appreciation to the personnel of Free State Provincial Chamber for their 

assistance and cooperation during the audit.  

 

  

Yours sincerely  

Senior Manager, Internal Audit  

03 December 2019 
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Section A: Executive Summary 
 

1. Introduction  

 

1.1. The Free State Provincial Chamber audit was carried out as part of the 2019/20 Internal 

Audit Plan. The audit was carried out in November 2019.  
 

1.2. The audit was conducted to determine the level of compliance with laws and procedures 

governing the Collective Bargaining Services that ensures the achievement of 

performance objectives and the efficiency and effectiveness of operations at Provincial 

Chambers. 

 

1.3. The purpose of this report is to provide management with an audit opinion on our 

assessment of internal controls in place and the level of compliance with these controls.  

 

1.4. The Internal Audit Function provides independent and objective assurance and advisory 

services, designed to add value to and improve the ELRC’s operations. Using a 

systematic and disciplined approach, it helps the ELRC accomplish its objectives by 

evaluating and improving the effectiveness of processes for risk management, control 

and governance. 

 

2. Background 

 

2.1. The ELRC Constitution sets out the guiding purpose and principles of the Provincial 

Chambers. 

 

2.2. The Provincial Chambers deal with matters referred or delegated to that Chamber by 

the Council as well as matters that fall exclusive under its jurisdiction. 

 

2.3. Collective Bargaining Services work is focused primarily on contributing to the Council’s 

vision of a strengthened social contract between government, teacher unions and civil 

society that helps to create a conducive environment for improved quality in teaching 

and learning.  Such is done by promoting collective bargaining at provincial levels to 

ensure the development of effective policies for quality public education in a non-

disruptive environment for teaching and learning. 

 

2.4. To optimise its operations, the Collective Bargaining Services unit has put in place 

Committee Work Procedure manual aiming to achieve efficiency, quality output and 

uniformity performance to ensure achievement of operational targets. 

 

3. Objective and Scope  
 
3.1. The audit objective was to determine whether systems internal control in place are 

effective to ensure: 
 

• Compliance with laws and regulatory requirements, business policies and 

procedures; 

• Effective and efficient use of resources; 

• Safeguarding of assets; and 
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• Reliable and integrity of reporting information and records. 

 

3.2. The scope of the audit focused on: 
 

• The manner in which the Provincial Chamber is operating to ensure that all 

transactions are processed accurately, promptly and with appropriate authority, 

and compliance is maintained always.  

• System of internal control over activities surrounding the operations of the 

Provincial Chamber for the 01 April 2019 to 15 November 2019.  

 

3.3. The scope excluded events and processes leading to the development of the Year 
Planner, the procurement processes, human resources management and finance 
related activities. 
 

3.4. We utilized a risk-based audit approach from planning through testing for the period 01 

April 2019 to 15 November 2019.  

 

3.5. The following risks were considered: 
 

• Failure to comply with laws, regulations, policies, procedures, provisions, 

directives and financial reporting standards governing the ELRC. 

• Failure to meet Annual Performance Plan targets. 

• Parties appointment/ introduction of new people to take part in negotiations that 

lack experience. 

• Failure to keep accurate and up-to-date meeting minutes (ineffective minute 

taking). 

• Failure by Parties to efficiently conclude on matters of mutual interest. 

• Possible labour impasse. 

 

4. Methodology 

 
4.1. We obtained a complete understanding of the operations through document requests, 

interviews, observation and data analysis.   

 
4.2. To determine whether the Free State Provincial Chamber internal controls were 

effective, we: 
 

• Evaluated the effectiveness of compliance with the Committee Work Procedure 

by personnel. 

• Turnaround for attendance of meetings by parties as per the approved Year 

Planner 

• Evaluated the effectiveness of compliance with the ELRC Constitution by parties. 

 

5. Analysis of Results 

 
5.1. Findings cleared prior issuing of final audit report 

Finding Name Implemented Management Action Plan 

Gaps over the administration of planned 
meetings 
Internal Audit identified meetings that were 

planned as per the Year Planner, however, there 

is no evidence provided to Internal Audit as to 

Audit evidence to support that the meetings 

were postponed or cancelled were 

subsequently submitted to Internal Audit. 
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whether these meetings were cancelled, 

postponed, convened or whether the Year 

Planner was revised and these meeting were no 

longer included 

 
 

5.2. Negative findings 
 

Finding Name Control Rating 
Classification 

Management Response and Corrective Action Plan 

Meeting minutes are not always 
produced 
 

Ineffective Management accepts the finding. 
 

Corrective Action Plan 
The application of the Committee Work Procedures 
will be strictly enforced, in that, the minutes and/or 
reports will be produced for all convened special 
meetings, including Special STANCO, in line with the 
timeframes of the Committee Work Procedures. 
 

Assignment lists not always duly 
prepared 

Ineffective Assignment lists would be compiled where applicable, 

as not all meeting decisions require compilation and/or 

issuing of assignment list (it depends on how & what 

parties agreed upon).  
 

Corrective Action Plan 

Provincial Manager to compile assignment list where 
there are unambiguous actions emanating from 
meeting decisions and in line with CWP. 
 

Administrative duties over 
meeting minutes and reports not 
properly maintained 

Inadequate Provincial Manager did not anticipate delay while 

preparing minutes/reports, that is the reason a written 

motivation for delay was not submitted to the SM: 

CBS.  

 

Corrective Action Plan 

The Provincial Manager to motivate and submit 
reasons for anticipated delays to the Senior Manager 
as required in terms of CWP. 

 

5.3. Areas of improvement 

 

Opportunities for improvement are areas that are not necessarily wrong or not meeting 

the requirements of the standard. Unlike observations, opportunities for improvement 

are not accidents waiting to happen but rather these are practices that have been 

implemented poorly and either do not add value or consist of several non-value-added 

steps.  
 

No opportunity for improvement was identified during the audit. 
 

 

6. Audit Opinion 

 

6.1. Evaluation Opinion: Significant Assurance is awarded, there is generally sound 

internal control system, however, inconsistent application of some controls put the 

achievement of some objectives at some risk and some enhancements have been 

recommended.  
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6.2. We identified opportunities for management to strengthen some of its monitoring 

controls as well as some areas where new monitoring controls could be designed and 

implemented to ensure compliance with the ELRC Constitution and Committee Work 

Procedure guide and enhance the efficient use of resources.  

 

Please refer to the Section B of report for further detail of audit findings and 

recommendations. 

 

In order to assist management in using our reports we categorize our opinions according 

to our assessment of the controls in place and the level of compliance with these controls 
 

 Audit Opinion 

 Full 
assurance  

Full assurance that the system of internal control meets the 
organization’s objectives and controls are consistently applied.  

Significant 
assurance 

Significant assurance that there is a generally sound system of 
control designed to meet the organization’s objectives. However, 
some weaknesses in the design or inconsistent application of 
controls put the achievement of some objectives at some risk. 

 
 

Limited 
assurance 

Limited assurance as weaknesses in the design or inconsistent 
application of controls put the achievement of the organization’s 
objectives at risk in some of the areas reviewed. 

 No 
assurance 

No assurance can be given on the system of internal control as 
weaknesses in the design and/or operation of key control could 
result or have resulted in failure(s) to achieve the organization’s 
objectives in the area(s) reviewed. 

 

7. Acknowledgements 

 

We appreciate the assistance of the staff of Free State Provincial Chamber during the 

audit. 

 

8. Final Audit Report Distribution List 

 

Internal audit distributes the Final Audit Report to the following: 
 

• General Secretary; 

• Senior Managers; 

• Managers / Supervisors; and 

• Audit Committee. 
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1. Meeting minutes are not always produced 
 

Audit finding rating Control rating classification Risk rating Repeating finding 

 Ineffective High No 

 

Criteria 

 
The Committee Work Procedures, para. 6.2.1. requires that drafts minutes/reports to be 
presented to Chairperson of the meeting seven (7) working days after the meeting for 
checking. 
 
Clause 30.5.7. of the ELRC Constitution (Part A), requires that the Provincial Manager shall 
keep minutes of the proceedings at Provincial Chamber meetings in such a manner as 
decided by the General Secretary, and shall be forwarded by the Provincial Manager to all 
parties within a period of 14 days after a meeting. 

 
Observation 

 
The audit noted that a Special Standing Committee Meeting was convened on the 20th 
September 2019 for discussion of the Free State Provincial Chamber’s Quarterly Performance 
Report. This is evidenced by the Attendance Register duly signed off by members, however 
there is no evidence of the existence of the minutes of this meeting. 
 
Root Cause 

 

• Misapplication of the provisions of the Committee Work Procedures, as the Provincial 
Manager was in a view that since members accepted the report as is, there was no need 
to produce minutes. 
 

Risk/Consequence 
 

• If decisions of the meeting are not properly documented and approved in the subsequent 
meeting, therefore, it renders the decision null and void. 

• Noncompliance with the Committee Work Procedures and the ELRC Constitution. 
 

Recommendation(s) – Priority 1 

• The Provincial Manager should ensure that the minutes and reports for all meetings, 
including special meetings are produced in line with the provisions of the Committee 
Work Procedures and the Constitution.  

• Failure to do such should result in implementation of the Consequence Management 
Policy for non-compliance. 

• Senior Manager should also treat poor performance in line with Human Resources 
Performance Management Policy. 

• Senior Manager, Collective Bargaining Services should perform spot checks to confirm 
that provisions to Committee Work Procedures and the Constitutions are correctly and 
sufficiently applied, 
 

Management Response 

 

• Management accept the finding 
 

Corrective Action Plan 
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• The application of Committee Work Procedures will be strictly enforced, in that, the 
minutes and/or reports will be produced for all convened special meetings, including 
Special STANCO, in line with the timeframes of the Committee Work Procedures. 

 
Responsible Official 

Manager, Free State Provincial Chamber 
Senior Manager, Collective Bargaining Services 
 
Agreed Action Date 

 

Immediately – as and when a special meeting is convened, a minute/report will be produced. 

 

Auditor’s Conclusion 

 

Internal Audit notes management corrective action plan and will follow up in the next quarter. 
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2. Assignment lists always duly prepared 

 
Audit finding rating Control rating classification Risk rating Repeating finding 

 Ineffective Medium No 

 

Criteria 

 
The Committee Work Procedure requires that: 
 

6.1.1. By the seventh (7) working day after the meeting, an Assignment List must be prepared 
by the Provincial Manager on the actions that emanated from the meeting and 
submitted to the Chairperson of the meeting for signing. 
 

4.5.2. The Provincial Manager to send the Assignment List through email to the 
individual/parties requesting feedback in line with the meeting’s decisions eight (8) 
working days after the meeting. 

  
Observation 

 
2.1. We noted that meeting assignment lists are not always duly prepared, in that, some of 

the decisions requiring actioning are not recorded on the assignment list. The following 
is a list of meetings insufficient assignment lists: 
 

No. Meeting Name Decision No. Meeting Date 

1 MTEF Consultation Meeting 1(b) 23/08/2019 

2 Task Team:  2(b), 2(c) 15/05/2019 

3 Early Childhood Development 4(b) 03/09/3019 

4 STANCO 6, 7 05/08/2019 

 
2.2. The Assignment List for a Chamber meeting held on the 13th September 2019 was 

prepared on the 27th September 2019 by the Provincial Manager. This is 10 working 
days after the meeting date. 
 

2.3. Furthermore, a result of the above, the Assignment List was issued to the Chairperson 
of the meeting outside the required timeframes of 8 days after the meeting. identified 2 
instances where the Assignment Lists were prepared outside 7 working days after the 
meeting, as a result, they were issued late to the meeting Chairperson. See table 4 for 
details. 

 

2.4. The Assignment List for a Chamber meeting of the 7th June 2019 lacks evidence of 
signing the Chairperson. 

 
Root Cause 
a) Provincial Manager assumed decisions highlighted in 2.1 under observation did not require 

    issuing of assignment list as some of the decisions were considered as terms of reference 

    and thus, reports are supposed to be availed in above respective meetings. 

b) Delay in respect of 2.2 & 2.3 was not anticipated, hence written motivation is not available. 

c) Assignment list was issued but we could not retrieve the one signed by Chairperson     

 
Risk/Consequence 
 

• Non-compliance with the Committee Work Procedure. 

• Adverse impact on tracking of assigned tasks to monitor timely completion. 

• Performance cannot be measured, and inefficiencies can go undetected. 

• Poor performance might not be addressed and corrected timeously. 
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Recommendation(s) – Priority 1 

 

• Manager should compile the assignment list for all meetings in line with the Committee 

Work Procedure. This will enable him to lay out everything that needs to accomplish and 

plan and prioritize after meetings. Furthermore, the list will serve as an aiding tool to 

remember tasks and create a plan of action to accomplish them. 

• Senior Manager should enforce compliance with official guidelines and deal with poor 

performance in terms of the human resource procedure. 

• To minimize the risk of assignment lists not quality checked, management should 

consider amending the Committee Work Procedures to allocate duties of quality 

checking of operation documents to the Senior Manager. 

 

Management Response 

Assignment lists would be compiled where applicable, as not all meeting decisions require 

compilation and/or issuing of assignment list (it depends on how & what parties agreed upon).  
 

Corrective Action Plan 

 
Provincial Manager to compile assignment list where there are unambiguous actions 
emanating from meeting decisions and in line with CWP. 
 
Responsible Official 

Manager, Free State Provincial Chamber 
Senior Manager, Collective Bargaining Services 
 
Agreed Action Date 

Immediately, when there are actions emanating from meetings.  

 

Auditor’s Conclusion 

 

Internal Audit notes management corrective action plan and will follow up in the next quarter. 
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3. Administrative duties over meeting minutes and reports not properly 
maintained 
 

Audit finding rating Control rating classification Risk rating Repeating finding 

 Ineffective Medium Yes 

 

Criteria 

 
Section 6 of the Committee Work Procedure requires that: 
 

6.2.1. The draft minutes/report to be presented to the Chairperson of the meeting seven (7) 
working days after the meeting for checking. 
 

6.2.2. Managers should motivate within three working days to Senior Manager in writing, the 
reasons for anticipated delays, and document should be filed and made retrievable so 
that transactions can be verified should the need arise later. 

 

Observation 

 

3.1. The Declaration for Quality Checking of Draft Meeting Minutes and Reports (Annexure 
9) for at least six meeting minutes and reports was not duly completed. As a result, there 
is lack of evidence that meeting minutes and reports were quality checked by the 
residing chairperson. See table below for examples: 

 

No. Name of Meeting Meeting Date 

1 Chamber 07/06/2019 

2 Task Team: Early Childhood Development 03/09/2019 

3 MTEF Consulting Meeting 23/08/2019 

 
3.2. There is no evidence that the minutes and reports of the above meetings were 

dispatched (via email or other means) to the Chairperson for quality checking. 
 

3.3. We noted at least two instances of meeting minutes and reports prepared outside 7 
working days after the meeting, namely,  

 

No. Meeting Name Date of Meeting Date of Drafting 
Minute/Report 

Variance in 
working Days 

1 Rationalization Task Team 03/09/2019 16/09/2019 9 

2 Standing Committee 05/08/2019 16/08/2019 9 

3 Chamber Meeting 13/09/2019 04/10/2019 14 

 
3.4. Furthermore, there is no evidence of existence of a written motivation for the delay in 

the drafting and submission of the above-mentioned meeting minute and report to the 
Chairperson of the meeting. 

 
Root Cause 
a) Observation 3.1 (1, 5 and 6), manager issued declaration form with minutes, however, 
     unable to retrieve the one received and signed by the chairperson. 
b) Evidence has been submitted to IA (03/12/2019) with respect to items 2 & 4  
c) Item 3 evidence was already submitted via IARFI folder for STANCO meeting held on 05 
    Aug 2019 (NB: the one that was moved from 09/08/2019) 
d) Delay (Task team 03/09/19) was as a result of having multiple meetings on the same day  
    and during preparations for Mid-term review as well as chamber meeting. 
e) IA’s counting of days includes Public holiday (09/08/2019). Minutes of 05/08/19  
     were issued on 08th day not 9 as indicated under table 3.3. However, delay was also as  
     result of having 2 meetings on the same day.  
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Risk/Consequence 

• Non-compliance with the Committee Work Procedure. 

• The likelihood of meeting minutes containing errors is high due to them being adopted 
without quality checking.  

• If meeting minutes are not a true reflection of the actual proceedings, then its integrity 
might be under questionable and compromised, impacting negatively on the decisions 
taken in the meeting. 
 

Recommendation(s) – Priority 1 

• Management should consider amending the Committee Work Procedure to limit the 

quality reviewing of meeting minutes and reports to the Senior Manager (audio recorded 

meetings). The chairperson should ultimately be responsible for the approval and 

signature of the minutes and that minutes signed by the chairperson become prima facie 

evidence of proceedings at the meeting. 

• Minutes should record those attendees present, and whether any were not present for 

the whole meeting, together with apologies from members unable to attend. The list of 

members present should demonstrate that there was a quorum. 

 

Management Response 

Provincial Manager did not anticipate delay while preparing minutes/reports, that is the reason 

a written motivation for delay was not submitted to the SM: CBS.  

 

Corrective Action Plan 

 
The Provincial Manager to motivate and submit reasons for anticipated delays to the Senior 
Manager as required in terms of CWP. 

 
Responsible Official 

Manager, Free State Provincial Chamber 
Senior Manager, Collective Bargaining Services 
 
Agreed Action Date 

31 March 2020 

 

Auditor’s Conclusion 

 

Internal Audit notes management corrective action plan and will follow up in the next quarter. 
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Appendix 1 – Definitions of Ratings 

 

Recommendations 
 

We categorise our recommendations according to their level of priority 

Priority 1 Major issues for the attention of senior management 

Priority 2 Other recommendations for local management action 

Priority 3 Minor matters 

 

Control Rating 
 

The rating scale was used to rate the adequacy and the effectiveness of the controls tested: 

Control effectiveness rating classification 

Inadequate control Laid down accounting and internal control procedures were either inadequate or 
non-existent. This may indicate a residual risk exposure 

Ineffective control Employees were performing their duties ineffectively based on the results of tests 
performed, on a sample basis, for the period under review. This may indicate a lack 
of performance in order to achieve objectives. 

Room for improvement in 
control 

Employees were performing their duties however room for improvement was 
identified based on the results of tests performed, on a sample basis, for the period 
under review. This may indicate room for improvement of performance in order to 
achieve objectives. 

 

Audit Finding Rating 
 

The table below indicates the way individual findings were rated: 

Audit finding rating classification 

 Critical  
Pervasive weaknesses in control environment and/or instances of non-
compliance with internal controls 

 Significant  
Significant weakness in control environment and/or instances of non-
compliance with internal controls 

 Less Significant  
Isolated areas of weakness in control environment and/or instances of non-
compliance with internal controls identified 

 
Housekeeping  

No significant weaknesses in control environment or significant instances of 
non-compliance with internal controls identified 

 

Deficiency Risk Rating in Relation to Audit Finding 

Audit finding risk rating 

High risk As this is a high priority issue, immediately management attention is required. This is a 
serious internal control or risk management issue that if not mitigated, may, with a high 
degree of certainty, lead to: 

 Substantial losses, possibly in conjunction with other weaknesses in the control framework 
or the organisation or process being audited. 

 Serious violation of corporate strategies, policies, or values. 

 Serious reputation damage, such as negative publicity in national media. 

 Significant adverse regulatory impact, such as loss of operating licenses or material fines. 

Medium risk As this is a medium-priority issue, timely management attention is warranted. This is an 
internal control or risk management issue that could lead to: 

 Financial losses. 

 Loss of controls within the organisation or process being audited. 

 Reputation damage such as negative publicity in local or regional media. 

 Adverse regulatory impact, such public sanctions or immaterial fines. 

Low risk As this is a low priority issue, routine management attention is warranted. This is an internal 
control or risk management issue, the solution to which may lead to improvement in the 
quality and/or efficiency of the organisational entity or process being audited. Risks are 
limited. 

 


