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INTRODUCTION 

 

1. 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. 

 

2. 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. 

 

3. 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 

 

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

plan of the 2019/20 external audit. 

 

SCOPE AND APPROACH 

 

5. 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 
 

6. Nine (9) audit findings were raised by external auditor, four (4) are deemed as closed and five 

(5) are open. 

 

7. The five (5) open findings are made up of: 
 

7.1. Management has implemented the corrective action plan and monitoring is continuously. 

Management recommended that the findings be kept open until the annual report 

(performance information and financial statements) is verified, that is, in May 2021. This 

affect findings 2.1, 2.2 and 2.4. 

 

7.2. Internal Audit reported on similar findings in the fourth quarter 2020/21, reference to 

Financial Internal Controls and Asset Management Follow-up internal audit reports. Hence 

findings 2.3 and 3.1 remains open. 
 

Table 1  

Finding Status 

Correctives Action Plan 
Resolved?  

Open or 
Closed 

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

No – indicator was 
removed from the APP 

Closed 

2.1. Classification of liabilities Yes Open 

2.2. Accruals for Panellist Work in progress Open 

2.3. Payments made after 30 days No Open 

2.4. Expense recorded in the incorrect financial year To be confirmed after the 
year-end reporting 

Open 

2.5. Control deficiency on the monthly levies’ 
reconciliation 

Yes Closed 

3.1. Assets not insured on a timely basis No Open 
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Finding Status 

Correctives Action Plan 
Resolved?  

Open or 
Closed 

4.1. Dispute Management System Case Register 
maintenance 

Yes Closed 

4.2. Recognition of Arbitration cases scheduled within 
45 days. 

Yes Closed 
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Table 2: Detailed Open Findings 

Finding Recommendation Agreed Actions Owner / 
Completion Date 

Progress Made / Deemed 
Action Plan 

Internal Audit Comment and 
Status 

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

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 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. 
 
 

Chief Financial 
Officer 
 
Agreed MAP 
Date: 
Immediately 
 
 

Management have taken EA’s 
comments into consideration and 
decided to implement the EA 
recommendations. As 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 monthly and only close 
the finding after the end of the 
financial year (July 2021).Accrual 
journal is attached for ease of 
reference and the invoice 
recording transaction is also 
attached. 

The audit team agree 
with management 
recommendation and 
a verification will be 
done in May 2021, 
draft annual financial 
statements. 
 

Open 

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 

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 
Cancelled order notes submitted 
to Finance- Review process is 
being conducted. 
 
Finance 
Action was implemented and 
open order are being followed up 
and discussed bi-monthly at 
Senior Management meetings. 
DMS has prepared a file of 
cancelled PO's which is not 
reconciled with FIN and SCM 

The audit team has 
noted the progress 
made by both 
Finance and DMS in 
clearing the accruals 
opening balance. 
Open Purchase 
Orders status is 
monitored and 
reported monthly . 
 

Open 
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Finding Recommendation Agreed Actions Owner / 
Completion Date 

Progress Made / Deemed 
Action Plan 

Internal Audit Comment and 
Status 

respective accrual, expense and 
penalty income were raised on these 
open purchase orders. 

 records, as not all the cancelled 
POs have supporting documents. 
These two reports will be 
reconciled and used to 
recommend for reversal of the 
uncleared opening balance for 
accruals.  

The 2020/21 accruals 
will be verified in May 
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 
and Personnel were issued with 
warning letters for failing to 
process on time. 

The matter at hand was resolved, 
however we still experience cases 
where the 30 days are exceeded, 
management follows up. 
 
 

The audit team 
reported on 
transactions paid 
outside 30 days - 
Financial Internal 
Controls Audit 
completed in March 
2021. 

Hence, finding 
remains open and a 
follow-up will be done 
at the end of June 
2021.   

Open 

2.4. Expense recorded in the incorrect financial year 

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 monthly and only close 
the finding after the end of the 
financial year (July 2021). 

The audit team agree 
with management 
recommendation and 
a verification will be 
done in May 2021, 
draft annual financial 
statements. 
The audit noted and 
satisfactory reviewed 
the journals.  
 
 
 

Open 

3.1. Assets not insured on a timely basis 
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Finding Recommendation Agreed Actions Owner / 
Completion Date 

Progress Made / Deemed 
Action Plan 

Internal Audit Comment and 
Status 

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 is any doubt. 
 

The audit team 
reported on 
transaction of 
procured assets not 
timely reported to the 
insurer for insurance 
purposes – Asset 
Management Follow-
up audit completed in 
February 2021. 

Hence, finding 
remains open and a 
follow-up will be done 
at the end of June 
2021.   

Open 
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