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INTRODUCTION

The Department constantly strives to improve its internal processes to ensure effectiveness and
efficiency of business processes. Measures have been put in place to popularise and address issues
such as the conflict of interest, code of conduct and the health safety environment. Below is an account

of processes followed to address these issues.

RISK MANAGEMENT

In line with the terms of reference, Risk Management Framework of National Treasury, directives
from Provincial Treasury and the risk management charter, the committee confirms that it has
executed its responsibilities as required, mainly the following:

. Reviewed the risk management policy, strategy and implementation plan and advised
accordingly.

e Reviewed the Department’s risk identification and assessment methodologies to obtain
reasonable assurance about the completeness of the risk register.

. Reviewed comprehensive risk registers informed by risk assessment process.

. Evaluated the effectiveness of the mitigating strategies to address emerging risks identified
by Internal Audit, AGSA, other relevant reports and inputs from management.

. Reviewed and acted on any material findings and recommendations by assurance
providers on the system of risk management and monitored that appropriate action is
instituted to address the identified weaknesses

. Provided proper and timely reports to the accounting officer on the state of the risk
management, together with aspects requiring improvement accompanied by the
committee’s recommendations to address such issues.

In order to remain focused and with the advice of the audit committee, the committee also
identified top 10 risks in the Department which will be subjected to constant monitoring by the
committee and management.

The committee also appointed risk champions in each programme to ensure ownership of risks
and to assist the risk management committee in the implementation and monitoring of the risk
management strategy.

The Risk Management Committee met on a quarterly basis and also when necessary to discuss
the emerging risks and relevant committee matters.

Risk management is treated as a priority by management. The presentation and discussion of the
risk reports remains a standing item in the Executive Management Team and Audit Committee
meetings.

The recommendations and resolutions of the committee were communicated to the Accounting
Officer on a quarterly basis and the committee is indeed supported by both management and the
Accounting Officer. The attendance of meetings is compulsory for all members of the committee.

The entire enterprise risk management process will be monitored, and modified on regular basis. In
this way, the system can react dynamically to changing conditions. As a result, the Risk
Management Unit has established a reporting method/tool so as to track progress made on
addressing risk identified. The Risk Management Unit follows up and verifies information submitted
quarterly by managers.
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FRAUD AND CORRUPTION

The departmental Fraud Prevention Plan, recognizes basic fraud prevention initiatives within the
department. The primary objectives of the plan are to;
e Provide guidelines in preventing, detecting and reporting fraudulent activities within the
department.
e Create an environment within the department where all employees and stakeholders
continuously behave ethically with or on behalf of the department.
e Encourage all employees and stakeholders to report suspicions of fraudulent activity without
fear of reprisals or recriminations.

Progress made in implementing the plan includes;

e Physical security, whereby access to assets, documentation or IT systems is continuously
monitored and controlled. All assets will be held securely and access to them restricted as
appropriate.

e Access to computer systems is an important area, which should be very tightly controlled not
only to prevent unauthorized access and use but also to protect the integrity of the data.

e The threat to computers can come from inside and outside department as computer hackers
may gain access in order to extract or corrupt information.

Organizing as a preventative measure involves the allocation responsibility to individuals or groups so
that they work together to achieve objectives in the most efficient manner. Major principles in
organizing relevant to fraud and corruption are;

o Clear definition of the responsibilities of individuals for resources allocated, activities,
objectives and targets. This includes defining levels of authority and is a preventive measure,
which sets a limit on the amounts which may be authorized by individual officers. To be
effective, checks need to be made to ensure the transactions have been properly authorized;

e Establishing clear reporting lines and the most effective spans of command allow adequate
supervision;

¢ Avoiding undue reliance on any one individual.

Through the Fraud Response Plan, the department seeks to put its fraud prevention strategy into
perspective and to enforce the commitment of the department to fair and open business practices and
to overall commitment to fraud and corruption free environment.

Fraud and Corruption Case Management System to be developed. Whistle Blowing Policy developed
Management Action training managers on identifying issues. Internal Audit, conducting numerous
audit checks per year.

In South Africa the Protected Disclosure Act (Act No 26 of 2000) protects employees in both public
and private sectors who disclose information of unlawful or corrupt, fraudulent conduct by their
employers of fellow employees from occupational detriment. Legislative imperatives for reporting
fraud and corruption Section 34 of the Prevention and Combating of Corrupt Activities Act of 2004
creates a duty on persons who hold a position of authority who knew or ought reasonably to have
known or suspected that any person has committed any offence in terms of the Act or theft, fraud,
extortion, forgery or uttering involving an amount of R100 000 or more to report to police. The Code of
Conduct for Public Service requires all employees of the Public Service to report fraud or corruption to
an appropriate authority.

After investigation of the detected fraud or corruption, a resolution in a form of disciplinary action,
improved controls, civil recovery, criminal prosecution or offering to other agencies must be taken.

| 82 |



5.

Annual Report for 2015-16
Vote 3: Department of Economic, Small Business Development, Tourism and Environmental Affairs

MINIMISING CONFLICT OF INTEREST

All bid committee members were required to declare their interest before sitting of meetings. All SCM
officials have signed a Code of Conduct.

CODE OF CONDUCT

The code of conduct is an instrument that is used in the Public Service to promote and maintain a high
standard of professional ethics and good governance. It serves as a guideline to all public servants in
various categories/ levels and control their relationships in various ways, namely:-

. The relationship with the legislature and the executive

The relationship with the public

The relationship among employees

The performance of duties

Personal conduct and private interest

Each employee in the department has been given a Code of Conduct which is written in the language
of their choice and all the newly appointed employees are given a copy of the code on the day they
assume duty. The code was also thoroughly explained to the newly appointed employees during their
induction. Furthermore, quarterly workshops were conducted on the code.

The above indicated actions contribute towards the understanding of the code by the employees in
terms of how to conduct themselves once they are employed in the Public Service. In cases the code
is violated, the necessary disciplinary actions are taken against the perpetrators.

HEALTH, SAFETY AND ENVIRONMENTAL ISSUES

According to the Occupational Health and Safety Act no 181 of 1993, Occupational health and Safety
aims “to provide for the health and safety of persons at work and for the health and safety of persons
in connection with the use of plant and machinery; the protection of persons other than persons at
work against hazards to health and safety arising out of or in connection with the activities of persons
at work; to establish an advisory council for occupational health and safety; and to provide for matters
connected therewith”.

The following are some of the examples of risks\hazards that have been identified and addressed
through this Act:

. Chemical hazards e.g. exposure to high or low temperature, high level of noise, such hazard
can affect your concentration or lead to a possibility to accidents.

° Physical hazards e.g. Gases, dust, high level of industrial chemicals that can poison your body,
affect lungs and the ability to breath.

. Biological hazards e.g. organisms can be passed from one person to the other or animal to a
person (people working in abattoirs with animals etc.

. Mechanical hazards e.g. moving parts or energy sources a broad range of machinery and
equipment are high source of danger (can cause cuts, crush injuries, amputations and
fractures).

. Ergonomic hazards e.g. working in cramp positions or spaces, poor lighting, poor seating, or
standing for long period (exposure to eye strain, backache, wrist strain and sore shoulders.

. Behavioural hazards e.g. non-compliance with standards, lack of skills, new tasks.
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A departmental Health and Safety Committee has been established. The members of the Committee
were trained on Occupational Health and Safety (OHS) Act and First Aid Level 1 and 2.The main
responsibility of the Committee members is to conduct health and safety inspections at their
respective workplaces. Their findings are reported to the Employee Health and Wellness unit who in

turn submit a report with recommendations to the Head of Department.

Health hazards that have been identified and not timeously attended to, have a negative impact on
the health and morale of the departmental employees. In order to minimise the risks, a certain amount
of the allocated budget has been set aside to correct the identified hazards. Health threatening

hazards are prioritised in accordance with the available budget.

PORTFOLIO COMMITTEES

Portfolio Committee Meetings took place on the following dates:

20 May 2015

24 June 2015

22 October 2015
25 February 2016
10 March 2016

The Portfolio Committee raised the following issues during the year under review:
Expenditure on catering and entertainment
Performance bonuses

Phillip Sanders Resort

Environmental Impact assessment authorization
Environmental compliance

Annual Expenditure

Supply Chain Management deficiencies
Revenue collection

Maluti-A-Phofung Special Economic Zone (SEZ)
Vrede Integrated Dairy Farm

SCOPA RESOLUTIONS

RESOL SUBJECT DETAILS RESPONSE BY THE | STATUS OF
UTION DEPARTMENT RESOLVE
NO.
Al staff in the following * Management Accounting Develop the Works Skills | The resolution
functional areas in provincial | (Planning and Development Plan for has been
departments be assessed 2015/16 based on the included in the
against the Competency Budgeting) relevant Competency Work Skills
Framework and relevant Framework Development
17/2014 Technical Competency * Revenue Management Plan
Dictionary to identify training
and development needs and | * Expenditure Management
to ensure that the Work Skills
Development Plan for * Asset Management
2015/16 are based on the

| 84 |




Annual Report for 2015-16
Vote 3: Department of Economic, Small Business Development, Tourism and Environmental Affairs

RESOL
UTION
NO.

SUBJECT

DETAILS

RESPONSE BY THE
DEPARTMENT

STATUS OF
RESOLVE

outcome of these
assessments:

(Movable & Immovable)
* Financial Accounting
* Supply Chain Management
Internal Control

* Enterprise Risk Management

Internal Audit

* The Competency Framework
and relevant

Technical Competency
Dictionary be used as part of
the future recruitment and
selection process.

Tabling of Annual Reports

when disputed

To ensure effective oversight
departments should ensure
that Annual Reports are tabled
by 30 September, unless there
was a delay in the audit.

Departments to confirm
that this resolution is
noted and will be
complied with.

Completed

2/2010

Capacity:

Ensure that the financial
section of the department is
sufficiently capacitated by
skilled officials to ensure that
financial functions are properly
executed.

Fill vacant posts in SCM
by end December 2013.

Post has been
filled

4/2013

Document Management:

The Portfolio Committee note
with great concern that the
department does not have an
effective document
management system which
resulted in misstatements on
the annual financial statement,
delays in the external audit
process and non- compliance
with laws and regulations.

The Portfolio Committee
resolved that the Accounting
Officer must develop and
approve a document
management policy and

Develop records
management policy and
appoint a records
manager to implement
the policy

The
department has
developed
document
management

policy
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RESOL
UTION
NO.

SUBJECT

DETAILS

RESPONSE BY THE
DEPARTMENT

STATUS OF
RESOLVE

procedure for implementation
which include adequate and
effective control measures to
ensure compliance. The
Accounting Officer, supported
by the CFO, must ensure
compliance with the
implementation of the
departmental policy and
measures in terms of Treasury
Regulations 2(1).

Management of Public

Entities:

The Portfolio Committee was
extremely concerned with the
ineffective management of
public entities under the
department's control.

The Portfolio Committee
resolved that the Accounting
Officer must take actions within
30 days of the tabling and
adoption of this resolution by
Legislature to address the
following deficiencies:

. Planning and performance
management

. Development and
management of Service Level
Agreement with entities. The
Accounting Officer should
obtain written assurance that
the entities implement
effective, efficient and
transparent financial and
internal control system. The
Service Level Agreement
should include conditions in
instances where the
requirements are not adhered
to. These conditions must be
monitored for compliance prior
to any transfer payments.

. Non-compliance with section

HOD is meeting with the
entities on the monthly
basis

Quarterly
review
meetings  are
held
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RESOL
UTION
NO.

SUBJECT

DETAILS

RESPONSE BY THE
DEPARTMENT

STATUS OF
RESOLVE

38(i)(j) of the PFMA and
Treasury Regulation 8.4
relating to transfer payments.

Under- Spending:

The Portfolio Committee noted
concern that the department
materially under-spent it's
budget by R8 659 000 in the
previous financial year and
indicated that this was as
result of vacant funded posts
not filled.

The Portfolio Committee
resolved that the Accounting
Officer must put measures and
controls in place to ensure that
the department does not
materially underspent in future.

The Accounting Officer must
inform the Portfolio Committee
of the planned controls and
target dates to fill the critical
posts within 30 days from the
date this resolution has been
tabled and adopted in the
Legislature. Quarterly
progress reports must be
submitted to this Committee.

The department has put
control measures in
place to ensure that
there is no
underspending

The control
measures has
been put in
place

Drivers of audit
outcomes:

The Portfolio Committee was
extremely concerned that the
AGSA assessment indicates
that intervention is still required
on all three audit dimensions,
namely leadership, financial
and performance objectives as
well as compliance with laws
and regulations relating to the
following fundamentals of
internal controls.

a) Leadership:

. Oversight responsibility

Training will be
conducted until 31

March 2014 and in future
only for new recruits.

New recruits will be
given copy of Code of
Conduct when they
assume their duties.

Officials will be informed
on the correct
procurement procedures

The resolution
is finalised
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RESOL
UTION
NO.

SUBJECT

DETAILS

RESPONSE BY THE
DEPARTMENT

STATUS OF
RESOLVE

regarding finance and
performance reporting and
compliance to internal controls.

Effective HR Management
to ensure adequate and
sufficiently skilled resources
are in place and performance
is monitored.

Development and
monitoring of implementation
of action plans to address the
internal control  deficiencies.

b) Financial and performance
management:

Proper record keeping in
timely manner to ensure that
complete, relevant and
accurate information is
accessible and available to
support reporting.

Design and implement
formal controls over IT
systems to ensure reliability of
systems and the availability,
accuracy and protection of
information.

c) Governance:

. Appropriate risk
management activities to
ensure that the regular risk
assessment including IT and
fraud, are conducted and that
risk strategy to address risks is
developed and monitored.

The Portfolio Committee
resolved that the Accounting
Officer must within 30 days
after the tabling and adoption

and be furnished with a
check list. Failure to
adhere will lead to
disciplinary action.

System users will use
the check list to ensure
that all the supporting
documents are attached
to prevent the
occurrence of irregular
expenditure.
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