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A personal message from Nomathamsanqa Ashom
Dear Members of the Audit and Risk Committee

We would like to ensure you as in the past, delivering exceptional quality in our 
audits remains a priority for us. A quality first approach never changes even as we 
aim to be more innovative in our audit approach. 

We remain committed to learning and growth as we strive to execute our role on this 
engagement at a higher standard of work ethic.

At Ngubane & Co. we believe in a no surprises approach, thus we are committed to 
an unhindered communication line between Ngubane & Co. audit team and ELRC; 
clear and understandable communication to eliminate any hesitation or expectation 
gaps in order to achieve the mutual goals set for the engagement.

Ngubane & Co. like any other company in South Africa, has had to respond to the 
COVID-19 pandemic. We have put in sufficient measures in place to ensure that our 
staff is kept safe during the outbreak and to also ensure business continuity.  The 
measures include safety equipment and resources to enable remote working. We 
will continue to monitor the developments in the country and commit to respond 
timeously and accordingly.

Finally, we thank the management of ELRC for their continued faith and support in 
Ngubane & Co. We look forward to more successful engagements in future.

Nomathamsanqa Ashom

Engagement Partner
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Executive Summary
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Risk Assessment

Our audit approach will focus on the identification and mitigation of 
areas of significant audit risk. We have identified the following significant 
risk and a focus area: 

Significant risks:

• Presumed risk of fraud in revenue recognition

• Management override of controls

Focus Area:

• Non-compliance with laws and regulations

• Non-compliance with SCM policies

• Performance information may not be available

• Valuation and completeness of accruals

• Completeness of trade payables

• Impact of COVID-19 on financial results

Purpose of audit strategy

This document sets out our audit strategy for the year ending 31 March 
2020. The audit strategy also provides the audit team, management and 
those charged with governance with an overview of the planned scope, 
timing and cost of the audit. 

The audit strategy should be considered in conjunction with the 
engagement letter.

Audit Objective

Our audit objective is to express an opinion on the fair presentation of the 

annual financial statements for the year ending 31 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.

We plan to perform a full audit scope on:

• Financial audit

• Performance information

• Compliance with laws and regulations

Substantive audit procedures will provide a substantial part of our audit 
procedures.



Executive Summary
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Fraud and related parties
Auditing standards require us to obtain reasonable assurance that the 
financial statements as a whole are free from material misstatements, 
whether caused by fraud or error, and perform procedures on related 
parties.

The audit procedures we have designed in relation to the risks of 
management override of controls and fraud in revenue recognition give 
us reasonable expectation of identifying any material misstatements in 
the financial statements from fraud. 

Timeline
The 2020 audit will commence on 1 June 2020.

The final Management Report will be distributed to the audit committee 
Members upon finalisation of the audit. 

The audit report for the annual financial statements will be issued after the 
finalisation of the audit and the approval by the ELRC Council.

Audit Fee

The final proposed audit fee for 2020 is R611 627 (excluding VAT and 
disbursements).  

Refer to page 20 Billing Arrangements for a detailed breakdown of the fee 
composition and proposed amount.

Materiality

The materiality for the 2019/20 financial year audit will be determined based on 
revenue, since the figure has been relatively constant over the years and has not 
been subject to any volatility.

The Preliminary Materiality:

Overall Materiality: R421 719

Performance Materiality: R337 375

Clearly Trivial: R12 652

We will communicate with those charged with governance uncorrected 
misstatements and the effect that they, individually or in aggregate, may have on 
the opinion in the auditor’s report, unless prohibited by law or regulation. 

Independence

We would like to affirm our independence to ELRC. 

During the period of 1 April 2019 to 31 March 2020, non-audit fees were earned 
from the agreed upon procedures for voting rights to the value of R68 020.

Gifts that were received at the 2019 AGM have been declared and were not 
found to be non-compliant. 

We continue to employ rigorous procedures across our firm to ensure our 
independence from the Council and to safeguard the quality of our audit. 



Executive Summary

Impact of COVID-19

We are actively monitoring the evolving circumstances related to COVID-19. Our offices remain 
closed and we have advised our team to continue to work remotely. We continue to closely follow 
our internal and ELRC’s directives regarding the necessary responsive actions. 

Furthermore, we appreciate the significant impact this might have on your people, your operations, 
performance information and financial results. The circumstances need to be properly assessed in 
our audit, including the need to rapidly assess evolving financial reporting, disclosures and control 
risk and adjust procedures accordingly. 

It is important to note that the scope of the audit is not discretionary, and we cannot temporarily 
reduce our audit efforts. We anticipate the lockdown to impact the numbers resulting in lower 
materiality levels and new or modified risks and controls which will increase the reliance on our IT 
department. 



Independence
In accordance with the ISAs, we are required to formally assess factors that can or may be perceived to impair our independence and objectivity 
as auditors. Maintaining an objective position is fundamental to us as your auditors.

The directors as well as staff members, must not only be, but also be seen to be objective at all times and in all respects in relation to professional 
services rendered.

In relation to the audit and other attest engagements, our independence, both real and perceived, is fundamental to third par ties, who should be 
assured at all times of the external auditors integrity and objectivity in the conduct of their work.

To ensure that the audit team remains independent, we confirm that:

Accordingly, our people adhere to strict regulatory, professional and firm independence rules, related to investments, business and personal 
relationships with clients and the duty to preserve the confidentiality of client information obtained in the course of our work.

Furthermore, the firm has clearly defined policies and procedures in place to ensure that the International Federation of Accountants’ (“IFAC”) 
Code and the Independent Regulatory Board for Auditors (“IRBA”) independence rules are followed.

Having considered the above and other relevant factors, in our professional judgement we are satisfied that we are independen t within the 
meaning of regulatory and professional requirements and the objectivity of the audit partners and audit staff is not impaired .
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All team members are required to 
sign annual independence 
declarations stating that they have 
no financial or personal interest in  
ELRC;

The firm has no business ventures 
with ELRC; 

The estimated audit fee is not 
significant when compared to the 
total fee revenue for our firm;

We have an established process 
which ensures that no non-audit 
services will be provided to ELRC  
under any circumstances; 

Consideration is given to any 
factor(s), which could impact upon, 
or be considered to impact upon, 
our independence.



Auditor’s Responsibility
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Financial statements

We have a statutory responsibility to report to the Council whether, in our 
opinion, the financial statements as a whole present fairly, in all material 
respects, the financial position, financial performance and cash flow 
information of the Council, in accordance with IFRS for SMEs.

We are required to comply with the duties imposed on us by the Auditing 
Profession Act (APA), 2005 and the Public Audit Act (PAA), 2004.

In arriving at our audit opinion, we shall inter alia consider the following 
matters, and report on any in respect of which we are not satisfied (where 
appropriate):

• whether adequate accounting records have been kept by the entity;

• whether the annual financial statements are in agreement with the 
accounting records and returns; and

• whether we have obtained all the information and explanations which we 
consider necessary for the purposes of our audit.

Our professional responsibilities also include considering whether other 
information in documents containing audited financial statements is consistent 
with those financial statements.

Misstatements 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 consolidated financial statements.

As part of an audit in accordance with the ISAs we exercise 
professional judgement and maintain professional skepticism
throughout our audit of the financial statements.

Compliance with Laws and Regulations

In terms of section 28(1)(b) of the PAA, the auditor's report must 
reflect an opinion or conclusion on the Council’s compliance with any 
applicable legislation relating to financial matters, financial 
management and other related matters. 

Until such time as the environment shows a state of readiness to 
provide reasonable assurance in the form of an audit conclusion in the 
auditor's report, the auditor's report only reflects material findings that 
come to the attention of the auditor under the Compliance with laws 
and regulations heading in the Report on other legal and regulatory 
requirements section of the auditor's report.

Our audit report will reflect material findings on non-compliance with 
relevant laws and regulations in respect of the following subject 
matters, as contained in the Labour Relations Act:

• Annual financial statements and

• Annual report



Responsibility of the Council
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Our audit will be conducted on the basis that the Council 
acknowledges and understand that they have responsibility: 

a) For the preparation and fair presentation of financial 
statements in accordance with International Financial 
Reporting Standards for Small Medium-sized Entities (“IFRS 
for SMEs”) and the requirements of Labour Relations Act;

b) For the preparation of the self-assessment report of the 
achievement of Council in attaining objectives set for the period 
under review that accurately, completely and reliably reports on 
actual achievements of indicators and targets;

c) For such internal control as the Council determine is necessary 
to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error; and

d) To provide us with

▪ Access to all information that the Council are aware that is 
relevant to the preparation of the financial statements such 
as records, documentation and other matters, including 
minutes of all management and Council’s meetings;

▪ Additional information that we may request from the Council for 
the purpose of the audit; and

▪ Unrestricted access to persons within the Council from whom we 
determine it necessary to obtain audit evidence.

e) You are responsible for ensuring that the Council complies with 

relevant legislation.

f) Additional responsibilities of the Council include, amongst others, the 

matters set out below:

▪ Disclosing known instances of non-compliance or suspected 
non-compliance with laws and regulations, of which the effects 
should be considered when preparing financial statements and 
the performance report;

▪ Disclosing all matters concerning any risk, allegations or 
instances of fraud; and

▪ Accounting for and disclosing related party relationships and 
transactions.

▪ You are responsible for tabling this letter at a meeting of the 
audit committee and for ensuring that the audit committee’s 
approval of the terms of engagement is minuted.
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The Education Labour Relations Council (ELRC) is a bargaining council 
that serves the public education sector nationally and provincially.

The primary business of the ELRC is to promote the maintenance of 
labour peace in the public education sector through:

The Council serves educators in the public education sector, specifically 
those employed in terms of the Employment of Educators Act 76 of 
1998.

The Parties to Council are the Employer Party and Trade Unions.

Employer

Representing the State as Employer is the collective made up of the 
provincial departments of education and coordinated by the Department 
of Basic Education.

Trade Unions

South African Democratic Teachers’ Union

CTU-ATU
Dispute Resolution 

and Prevention 
Services

Facilitation of negotiations 
between Trade unions and 

the Employer
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s In terms of sections 20(2) (b) and 28(1)(b) 
of the PAA, the auditor’s report must 
reflect an opinion or conclusion on the 
entity’s compliance with applicable 
legislation relating to financial matters, 
financial management and other related 
matters. 

Our audit report will reflect material 
findings on non-compliance with relevant 
laws and regulations in respect of the 
following subject matters, as contained 
in the Labour Relations Act:

The audit approach entails the following: 
a) Understanding and   testing   the   
internal   policies, procedures and   
controls   relating to   compliance with 
laws and regulations. 

b) Understanding and testing of systems 
and controls relevant to compliance.

The key legislation for the Council are:

Labour Relations Act (LRA) 66 of 1995, as 
amended



Audit Approach
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Information Technology 
General Controls (ITGCs)

ITGC contributes indirectly to the 
achievement of the financial statement 
assertions. Effective ITGCs ensures the 

continued and effective operation of   
application controls and automated 

control procedures which are 
dependent on computer processing.

Our review will specifically address the 
following main control areas: 

a. Maintenance of existing systems

b. Computer operations

c. Continuity of processing

d. Information security

Application controls review

Our application controls review will 
be limited to those ELRC 

applications which support 
significant financial statement line 
items and are therefore relevant to 

the audit of the financial 
statements. 

Application controls are procedures 
designed to ensure the integrity of 

the accounting records. We will 
focus on the application controls 
that directly support the control 

objectives of completeness, 
accuracy, validity and restricted 

access.

Computer Assisted Auditing 
Techniques (CAATS) 

In specific instances it may be 
necessary to perform CAATS 
procedures in order to obtain 

assurance over a specific control or 
system were we have identified 
specific instances where we can 

make use of CAATS.

Information Technology audit approach

The IT audit approach will be risk and controls based.

Our detailed audit approach will be impacted by the results of IT reviews of specific cycles. They include control 

over the design, implementation, security and use of computer programs, the security of data files. 



Audit Approach

Use of the work of internal audit

The internal audit function of ELRC is performed internally and functioned throughout the period under 
review.

As part of planning our audit, we will determine whether and to what extent we can rely on the work of 
internal audit. 

Our assessment will include: 

• Understanding the internal audit work plan and areas of risk these plans address; 

• Reviewing the results of the work performed and interpreting the extent to which this work mitigates 
our overall audit risk; 

• Considering the competence, objectivity and performance of the internal audit function, as well as 
other factors such as the materiality or related accounts and disclosures and the degree of 
judgement required to evaluate related controls and account balances; and

• Considering the technical competence of the internal auditors to determine whether the work of the 
internal auditors is likely to be adequate for purposes of the audit.

Work of internal audit will be considered in as far as it addressed our assurance objectives. Reliance 
on work of internal auditors will go a long way in guaranteeing efficiency and elimination of duplication 
of responsibilities.
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Internal control
Our risk assessment procedures will include obtaining an understanding of controls considered to be ‘relevant to the audit’. This 
involves evaluating the design of the controls and determining whether they have been implemented (“D & I”).  Our audit appro ach
consists of the following:

Design and perform 
a combination of 

substantive 
analytical 

procedures and tests 
of detail that are 

most responsive to 
the assessed risks

Carry out 'design 
and implementation' 

work on relevant 
controls

Identify risks and 
any controls that 

address those risks

Obtain and refresh 
our understanding of 

the entity and its 
environment 
including the 

identification of 
relevant controls

14



Regulatory requirements governing auditors

The Auditing Profession Act (APA)

Briefly, the APA requires that should the registered auditor uncover a reportable irregularity, he must immediately send a wr itten 
report to the Regulatory Board.  Within three days of advising the Regulatory Board, they must notify the members of the 
management board of the client and include a copy of  the  report,  and  thereafter  discuss  the  report  with  the  client allowing  
them  to  make representations in relation to the report. 

Financial Intelligence Centre Act, No 38 of 2001

In terms of section 29 of the Financial Intelligence Centre Act we are required by law to report to the Financial Intelligence Centre 
certain suspicious or unusual transactions, such as those which may involve money laundering, which have no apparent business or
lawful purpose, or which may be relevant to an investigation of evasion or attempted evasion of tax. 

Responding to Non-Compliance with Laws and Regulations (NOCLAR)

In accordance with the provisions of Section 10(1)(a) of the Auditing Profession Act, 2005 (Act 26 of 2005), the Independent 
Regulatory Board for Auditors (IRBA) hereby publishes amendments to the IRBA Code of Professional Conduct for Registered 
Auditors (IRBA Code) relating to  Non-compliance with laws and regulations. These amendments were effective as of 15 July 2017.
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Fraud

16

Our professional standards require us to always consider fraud during the performance of our audit procedures and to also com municate the risk of fraud to those 
charged with governance (i.e. the Audit and Risk Committee or the Board of Directors) in all our communications. 

There are three types of fraud, which can be defined as follows:

• Fraudulent Financial Reporting – An intentional act designed to deceive financial information users that results in a material misstatement in financial 
information;

• Misappropriation of Assets – Theft of Company’s assets where the effect causes a material misstatement in the financial information; and

• Fraud by Senior Management – Fraud of any magnitude by those having a significant role in financial reporting process.

Responses to fraud through inquires below:

Management

▪ Management's assessment of the risk that the financial 
statements may be materially misstated due to fraud including 
the nature, extent and frequency of such assessments.

▪Management's process for identifying and responding to the 
risks of fraud in the entity. 

▪Management's communication, if any, to those charged with 
governance regarding its processes for identifying and 
responding to the risks of fraud in the entity. 

▪Management's communication, if any, to employees 
regarding its views on business practices and ethical 
behaviour. 

▪Whether management has knowledge of any actual, 
suspected or alleged fraud affecting the entity. 

Those charged with Governance

▪ How those charged with governance exercise oversight of 
management's processes for identifying and responding to the 
risks of fraud in the entity and the internal control that 
management has established to mitigate these risks.

▪Whether those charged with governance have knowledge of 
any actual, suspected or alleged fraud affecting the entity. 
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High Risk

There is a presumed risk of fraud on revenue recognition C a a

The presumed risk of fraud in management override of controls – estimates and journals C a a a

Elevated Risk

Non-compliance with laws and regulations PD a a

Non-compliance with SCM policies O, PD a a

Performance information may not be available or accurate PD a a

Valuation of accruals listing V a a

Completeness of trade and other payables C a a a

The impact of COVID-19 on the financial results C a

Low Risk

Impairment assessment on assets V a a



Materiality

Overall 

R421 719

Performance

R337 375

Clearly trivial 

R12 652
Uncorrected misstatements

The auditor shall communicate with those charged with governance uncorrected 

misstatements and the effect that they, individually or in aggregate, may have on the 

opinion in the auditor’s report, unless prohibited by law or regulation. 

Materiality is an expression of the relative significance or importance of a particular matter in the context 

of financial statements  as a whole. In order to reduce audit risk to an acceptable level, we consider 

materiality when planning and performing the audit. We assess materiality by considering qualitative and 

quantitative factors and by exercising professional judgement.

Materiality will be based on revenue, since the figure has been relatively constant over the years and has 

not been subject to any volatility.

The following factors were also have considered in coming up with the materiality:

• We have gained better understanding of the entity and its operations, 

as this will be our fifth year auditing the Council.

• No significant issues were identified in the prior financial period.

• Management is competent

• No risk indicators were identified that will give us 

reasons to reduce materiality.



Timelines & Audit Fees

Timeline

The timing of our controls testing, and substantive audit 
procedures is designed to meet ELRC’s reporting timetable.  
We will work closely with management to organise and 
communicate the nature and timing of our audit requirements.

Present 
APM
21 May 
2020

Execution
Jun to 
July 2020

Report to 
Management
Aug 2020

Report to 
ARC
Aug 2020

Final Audit 
Report
Aug 2020

Audit Fees

The final proposed audit fee for 2020 is R611 627 (excluding VAT 
and disbursements) and will be billed as follows:

Activity Detailed Activities % billing

Planning • Understanding the entity and its internal control 

environment

• Materiality Considerations and Going Concern 

Considerations

• Discussions with Those Charged with Governance

• Risk Assessment Procedures

• Control Design and Implementation

• Audit Plan and Strategy

25%

Execution • Tests of Controls

• Substantive Analytical Procedures

• CAATs

• Substantive Tests of Detail

• Audit of Pre-determined Objectives

• Procurement and Contract Management

• Compliance with Laws and Regulations

50%

Completion • Report  to Management and Audit Report 

submission

25%

Travelling costs  and Bank confirmation costs will be charged based on the 
actual costs incurred.
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The audit will be broken down into two phases:

• Interim Audit: 1 June – 30 June 2020 

Planning 

Execution: Quarter 1 -3

• Final Audit: 1 July - 31 July 2020 

Execution: Quarter 4 

Completion
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Sibongile Ndlovu CA(SA) 
Audit Manger

Keabetswe Ruiters 
CA(SA)  

Support Partner

Nomathamsanqa Ashom 
CA(SA) RA 

Engagement Partner

The audit team consists of members, who have been selected to ensure that the appropriate 

competencies and capabilities are available to conduct the audit., who 
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Patrick Molefi

IT  Auditor

Brian Makume (CISA) 

Assistant Manager: IT

Naledi Mondlhane (ITC)

Assistant Manager

The audit team consists of members, who have been selected to ensure that the appropriate 

competencies and capabilities are available to conduct the audit., who 



Audit Team Contact Details

ho have been selected to ensure that the appropriate competencies and capabilities are available to 
conduct the audit.

Name Designation Qualifications and 

Experience

Email address Cellphone number

Nomathamsanqa Ashom Engagement Partner CA (SA), RA ashomn@ngubane.co.za 082 835 3426

Kea Ruiters Support Partner CA (SA) ruitersk@ngubane.co.za 066 230 0724

Sibongile Ndlovu Audit Manager CA (SA) ndlovus2@ngubane.co.za 076 285 9413

Naledi Mondlhane Assistant Audit Manager ITC mondlhanen@ngubane.co.za 084 557 3438

IT Auditors

Brian Makume Assistant Manager: IT CISA makumeb@ngubane.co.za 078 411 8566

Patrick Molefi IT Auditor Btech Internal Audit molefip@ngubane.co.za 060 381 1732
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Responsibility statement

This plan has been prepared for the audit committee, as a body, and we therefore accept responsibility to you alone for its c ontents.  We accept no 
duty, responsibility or liability to any other parties, since this report has not been prepared, and is not intended, for any other purpose.  It should not 
be made available to any other parties without our prior written consent.

Yours faithfully,

___________________

Ngubane & Company (JHB) Inc.

Nomathamsanqa Ashom

Director

Registered Auditor

21 May 2020
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Appendix contents

• COVID-19 workplan

• Engagement letter
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