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INTRODUCTION 

 

The follow-up on the Implementation of 2019/20 External Audit Recommendations and 

Management Action Plans – Progress Report was part of the approved Audit Plan for 

FY2020/21. 

 

The responsibility to resolve issues and manage agreed actions lies with management. 

Internal audit help to track the implementation of actions and periodically follow up to see that 

risks are being adequately managed. 

 

The International Standards require internal audit activities to monitor what is happening to 

the results of audit engagements, including ensure that actions have been implemented 

effectively or that management has accepted the risk of not acting.  

 

OBJECTIVE 

 

To confirm the status or progress made by management in implementing agreed corrective 

action plan of the 2019/20 external audit. 

 

SCOPE AND APPROACH 

 

The scope of the follow up work was limited to obtaining an update from management on what 

they have done to complete the agreed actions. All action plans are of high priority; therefore, 

the audit team undertook some work to verify the effectiveness of that action such as testing 

operating effectiveness. 

 

IMPLEMETATION STATUS OF AGREED ACTION PLANS AND RECOMMEDATIONS 

 

Of the 9 audit findings raised by external auditor, 2 are deemed as closed and 7 are open.  
 

Table 1 

Finding Status 

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

2.1. Classification of liabilities Open 

2.2. Accruals for Panellist Open 

2.3. Payments made after 30 days Open 

2.4. Expense recorded in the incorrect financial year Open 

2.5. Control deficiency on the monthly levies’ reconciliation Closed 

3.1. Assets not insured on a timely basis Open 

4.1. Dispute Management System Case Register maintenance Open 

4.2. Recognition of Arbitration cases scheduled within 45 days Open 

 

Although most findings remain open, efforts to implement the recommendations and action 

plans are in process.   

 

We should note that some action plans implementation dates was initially agreed as 

immediately; however, this was not achieved as planned, therefore the status of these is listed 

as partly implemented. We will continue to report these findings as open until year-end. See 

detailed progress made under table 2 below. 
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Deemed management action plan:  

• Implemented  -  where management provided sufficient and appropriate evidence to 

support all elements of the agreed action plan.  

• Partly Implemented - where some evidence was provided but not all elements of the 

agreed action plan were addressed. 

• Not Implemented - where evidence did not support meaningful movement towards 

implementation, where no evidence was provided, where implementation will take time 

and it is in process but there is nothing that can be measured. 
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Table 2: Detailed Progress Made 

Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

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

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. 

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 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. 

Senior Manager 
Collective 
Bargaining 
Services 
 
Agreed MAP 
Date: 
30/09/2020 
 
 

The performance 
indicator in question has 
since been removed in 
the 2020/21 Annual 
Performance Plan based 
on it requiring 
international travel. It was 
decided that due the 
Covid-19 pandemic and 
its restrictions on 
traveling that 
international trips will not 
be undertaken in the 
current financial year 
until further notice. 
 

Should the indicator be 
brought back to the APP 
in subsequent  financial 
year, then it will be 
structured in  a manner 
that it prompt 
management to 
implement the best 
practice knowledge 
obtained on relevant 
internal trips. 
 
NOT IMPLEMENTED 
BUT CLOSED 

Status is noted and 
have been satisfactory 
verified on the 2020/21 
APP. Therefore, 
indicator will be 
checked when drafting 
the next financial year 
APP to ensure that the 
objective is fulfilled. 
 
During the in-year 
review of the APP, 
management ensured 
that the indicators are 
aligned with strategic 
objectives. 
 
 
 
 

CLOSED 
 

2.1. Classification of liabilities 

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 

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 

Management will look at 
the Finance Administration 
Policy regarding the 
classification of liabilities 
and how they are 
processed on the 

Chief Financial 
Officer 
 
Agreed MAP 
Date: 
Immediately 

Management have taken 
EA’s comments into 
consideration and 
decided to implement the 
EA recommendations. As 

IA noted and 
satisfactory reviewed 
the reverse expense 
accruals journals. We 
have agreed with 
management that the 

OPEN 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

received by ELRC as at 31 March 
2020. Thus, ELRC did not reclassify 
the transactions from the accruals 
account to accounts payable. 
 
 

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. 

financials. This will be 
done in line with IFRS for 
SME. 
 
 

a result, we decided not 
to amend the Policy.  
 

We record the expense 
accruals at the end of 
each month based on the 
PO’s and known 
transaction. These are 
automatically reversed at 
the beginning of the 
following month when an 
invoice is received and 
immediately captured.    
 

Management 
recommends that we 
keep this matter open 
and review it on a 
monthly basis and only 
conclude on the finding 
after year end. 
 
IMPLEMENTED 

finding will remain open 
until year end to ensure 
continuous (monthly) 
monitoring and 
tracking. 
 

The audit team will 
check the quarterly 
financial statement to 
verify that the accruals 
and payables are  
recorded separately 
and presented in such 
manner as required by 
IFRS for SMEs. 
 
Internal monitoring of 
agreed action plans 
date: Quarterly 
 

2.2. Accruals for Panellist 

During the audit of Accrual Panellist, it 
was noted that there were items on the 
accruals listing which were not 
liabilities as at year end. The 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. 
 
The arbitration hearing for the 
purchase orders were cancelled. 
However, as at year end the respective 
accrual, expense and penalty income 
were raised on these open purchase 
orders. 

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 
Panellist on behalf of the 
Council. 

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 
cancelled. 
 
 

Chief Financial 
Officer, 
Senior Manager 
DMS, 
Supply Chain 
Manager 
 
Agreed MAP 
Date: 
Immediately 

Dispute Management 
Services 
Consistently approve 
order notes. CMO's 
weekly update the open 
orders and submit to the 
Senior Manager. The 
Senior Manager 
consolidates the open 
orders and share it with 
the Internal 
Auditor/SCM/Finance 
 
Finance 
Action was implemented 
and open order are being 
followed up and 

Open Purchase Orders 
are monitored 
continuously by Internal 
Audit and outcome 
reported accordingly. 
Yes, there is a 
significant 
improvement, and the 
issue will be kept open 
for monitoring purposes 
until year end. 
 
 

OPEN 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

discussed bi-monthly at 
Senior Management 
meetings. DMS has 
prepared a file of 
cancelled PO's which is 
yet to be reconciled with 
SCM records, these two 
reports will be reconciled 
and used to recommend 
for reversal of the 
uncleared opening 
balance for accruals. 
 
PARTLY 
IMPLEMENTED 
 
Revised MAP Date: 
28 February 2021 

2.3. Payments made after 30 days 

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

• National Treasury SCC0034725 
 
 

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. 

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. 

Chief Financial 
Officer, 
Supply Chain 
Manager 
 
Agreed MAP 
Date: 
Immediately 

Open orders are being 
followed up on weekly 
basis and reported bi -
monthly and the report is 
circulated to respective 
personnel to follow up on 
the open orders. 
 
PARTLY 
IMPLEMENTED 
 
Revised MAP Date: 
Ongoing 

Based on the 
Procurement 
Management Audit 
completed in 
November 2020, IA-
2021-08, Internal Audit 
noted instances 
relating to invoices and 
claims paid 
outside the 30-day 
period. 
 
Therefore, the finding 
remains open, and the 
audit team will follow 
up in the subsequent 
quarter for 
implementation of the 
management corrective 
action plan.   

OPEN 

2.4. Expense recorded in the incorrect financial year 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

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 amount:    R389 848,19 
Difference:                     R  32 479,19 
 
 

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. 

An adjustment journal will 
be processed in the 
financial statements. 
Management will review 
the cut-off procedures in 
place to prevent re-
occurrence. 
 
 

Chief Financial 
Officer, 
Finance 
Manager 
 
Agreed MAP 
Date: 
Immediately 

Management 
immediately corrected 
the financial statements 
during the audit. As part 
of our monthly cut-off 
procedures, 
management are 
recording expense 
accruals for the 
expenses that do not 
have PO’s in the correct 
financial period.  
Management 
recommends that we 
keep this matter open 
and review it on a 
monthly basis and only 
close the finding after the 
end of the financial year 
(July 2021). 
 
IMPLEMENTED 

IA noted and 
satisfactory reviewed 
the journals. We have 
agreed with 
management that the 
finding will remain open 
until year end reporting 
to ensure continuous 
(monthly) monitoring 
and tracking. 
 
Internal monitoring of 
agreed action plans 
date: Quarterly and at 
Year-End 
 
 

OPEN 

2.5. Control deficiency on the monthly levies’ reconciliation 

During the testing of revenue, we 
noted that the estimated number of 
contributors on the DBE monthly levies 
reconciliation were misstated. 
 
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 

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 will ensure 
that the estimated number 
of teachers on the 
reconciliation is accurate. 
 

Chief Financial 
Officer, 
Finance 
Manager 
 
Agreed MAP 
Date: 
Immediately 

Management 
immediately corrected 
the prior year levies 
reconciliations (during 
the audit).  
 

We have ensured that 
the correct estimates are 
made for number of 
educators on the levies 
reconciliations.  
 

The estimate for number 
of educators is calculated 
based on the amount 
received in the bank vs 
the levy per contributor of 
R15.  

We recalculated the 
July and August 2020 
estimated number of 
teachers and noted that 
it’s based on R15. 
Therefore, satisfactory 
verified. 

CLOSED 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

it might result in future quantitative 
misstatement. 
 
 

 

Levy Recons are 
attached as evidence. 
<Revised DBE Levy 
Recons FY2019-20>; 
<Basic Recon Aug 
2020> and <Basic 
Income Recon Jul 2020 
NS>   
 
IMPLEMENTED 

3.1. Assets not insured on a timely basis 

During the audit of property, plant, and 
equipment, it was noted that five 
intangible assets were insured after 5 
days. 
 

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

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. 

Chief Financial 
Officer, 
Supply Chain 
Manager 
 
Agreed MAP 
Date: 
Immediately 

The officials are informed 
on potential asset 
deliveries. Also, that 
clarity on insurable risks 
be obtain before the 
items are delivered if 
there's any doubt. 
 
NOT IMPLEMENTED 

IA raised findings on 
assets not insured 
within 5 days (Asset 
Management Audit 
Report), therefore 
finding remains open. 
 
Internal monitoring of 
agreed action plans 
date: As and when 
assets are bought 

OPEN 

4.1. Dispute Management System Case Register maintenance 

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 

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 

Management 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 

Senior Manager 
Dispute 
Management 
Services 
 
Agreed MAP 
Date: 
Immediately 

Case Management 
Officers submit their 
weekly reports to one 
appointed Officer who 
consolidates the report 
and submit to the Senior 
Manager for verification 
of the information, and 
where there is detection 

IA did not identify any 
issues relating to or 
resulting from the 
maintenance of the 
case register during the 
review of the quarterly 
performance 
information. However, 
we cannot ignore the 

OPEN 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

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”. 
 

During the testing of the Conciliation 
case register, we noted that a 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. 
 

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

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. 

corrections upon 
discovery. 
 
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. 

of errors, corrections are 
effected. The Senior 
Manager sought 
assistance from Finance 
Manager on automatic 
calculation of the cases 
on excel worksheet. 
 
PARTIALLY  
IMPLEMENTED 
 

fact that findings 
relating to the accuracy 
of reported cases 
numbers were 
previously raised and 
on a continuous basis, 
therefore, it will be 
premature to close the 
finding at this stage. 
We decided to keep the 
finding open for 
monitoring purposes to 
ensure that DMS 
maintain a clean and 
consistent review under 
this area or activity.  
 
Internal monitoring of 
agreed action plans 
date: Quarterly and at 
Year-End 

4.2. Recognition of Arbitration cases scheduled within 45 days 

During the audit of performance 
indicators, we noted that there is a 
difference in the denominator and 

Management should ensure that 
it uses formulas that will 
automatically calculate the 
number of days from the date of 

There was error in 
calculation of the 
arbitration requests. We 
also noted that after 

Senior Manager 
Dispute 
Management 
Services 

The arbitration requests 
are extracted from the 
DMS APP and the major 
processes are reflected. 

Management response 
is noted; however, it 
does not address the 
agreed action plans. 

OPEN 
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Finding Recommendation Agreed Actions Owner / 
Completion 
Date 

Progress Made / 
Deemed Action Plan 

Internal Audit 
Comment 

IA Status 

numerator which was reported in the 
annual report. 
 

Cases reported as scheduled Within/ 
Not within 45 days: 
- It was noted that arbitration case 

number PSES1018-18/19  was 
incorrectly classified as within. 

- It was noted that the inquiry sexual 
misconduct case PSES99-19/20 and 
PSES133-19/20 was incorrectly 
classified as within. 

 
 

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. 

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. 

 
Agreed MAP 
Date: 
Immediately 

Case Management 
System 
 
NOT IMPLEMENTED 
 

 
IA did not identify any 
issues relating to cases 
incorrectly classified as 
scheduled or not within 
45 days during the 
review of the quarterly 
performance 
information. However, 
we cannot ignore the 
fact that findings 
relating to the cases 
scheduled within 45 
days were previously 
raised and on a 
continuous basis, 
therefore, it will be 
premature to close the 
finding at this stage. 
We decided to keep the 
finding open for 
monitoring purposes to 
ensure that DMS 
maintain a clean and 
consistent review under 
this area or activity. 
 
Internal monitoring of 
agreed action plans 
date: Quarterly and at 
Year-End 
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