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Part THREE - GOVERNANCE
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3.1 INTRODUCTION
The Department of Arts and Culture ongoing commitment to compliance with prescript such as Public Finance 

Management Act (PFMA) and Public Audit Act No 24 of 2005 demonstrates willingness to promote sound 

governance. 

3.2 RISK MANAGEMENT

a) Nature of risk management 

The Department of Arts and Culture has adopted to risk management as a governance requirement 

in order to address all factors that may hinder or prevent the Department of Arts and Culture from 

achieving all its goals and objectives.

The Accounting Officer has delegated responsibility for risk management policy matters to the Risk 

Management Committee. The oversight over the Risk Management Committee and its processes 

remains the responsibility of the Audit Committee.

b) Risk management strategies to identify risks and manage the risks 

Policy framework for the management of risks within all divisions of the Department of Arts and 

Culture considers:

•	Responsibility	for	promoting	awareness	of	risk	management;

•	Mechanisms	for	assessing	the	state	of	risk	management;

•	Responsibility	for	improving	risk	exposures;	and

•	Mechanisms	for	monitoring	and	reporting	the	state	of	risk	management.

The	Department	has	an	approved	Risk	Management	Strategy;	and	the	Accounting	Officer’s	statement	

on risk management which endorses the commitment of management and staff in applying internal 

control measures to mitigate operational risk exposures. 

c) Progress made in addressing risks identified 

In-year monitoring of all risks is continuous, and is aligned with integrated reporting against set 

performance	targets;	quarterly	expenditure	reports	and	the	Internal	Audit	reports.	The	following	areas	

were highlighted as successfully mitigated during the 2012/13 financial year:

•	 IT	Infrastructure	Risk	(Hardware,	networks,	software,	people	and	processes)

•	Contract	Commitment	(Management	of	accrual	and	commitments	leading	to	financial	disclosure)

•	Capacity	Risk		(Vacant	positions	at	executive	management;	and	operational	recruitment	and	staffing)

•	Elimination	of	duplicate	functions	through	centralisation		(payment	;	governance	and	procurement)

However a more robust approach toward mitigating the current strategic risk areas (listed below) is 

required:

•	 Policy	Development	and	Research:	up	skiling	and	capacitation	on	policy	coordination	within	the	

Department

•	 Alignment	of	risk	management	identification	with	predetermined	objectives

•	 Compliance	to	Health	and	Safety	addressing	of	environment	and	infrastructure	risk	exposures

•	 Creating	an	equilibrium	over	the	cost	of	compliance	and	core	business	commitments

•	 The	establishment	of	an	Artbank	inclusive	of	the	evaluation	of	the	heritage	assets	(visual	art	and	

craft work) amongst others.

3.3 FRAUD AND CORRUPTION  
The Department has an approved Fraud Prevention Policy inclusive of an investigation policy to treat all reported 

allegation. Fraud risk assessment outcomes were monitored throughout the financial year by monitoring 

management response plans. 

The identified shortcomings formed part of the Departmental Fraud Awareness Campaign. Fraud allegations 

are reported to the Public Service Commission and are followed internally by Internal Audit or co-sourced 

forensic auditors.

3.4 MINIMISING CONFLICT OF INTEREST
Processes implemented to minimise conflict of interest in supply chain management. 

•	 Supply	Chain	Management	system	of	the	institutions	must	comply	with	the	highest	ethical	standards	

in order to promote:

a. Mutual trust and respect, and 

b. An environment where business can be conducted with integrity and in a fair and reasonable 

manner.

The constitution provides for rights such as 

•	 Just	 administration	and	access	 to	 information	and	 requires	high	 standards	of	 ethics	within	public	

administration;

•	 The	establishment	and	 implementation	of	policies,	procedures,	 legislation,	practice	notes,	circulars	

and	the	implementation	of	sound	systems	of	control	and	accountability;	and	

•	 A	 supply	 chain	management	 employee	and	other	 employers	 involved	 in	 the	 supply	 chain	process	

must:

a)	 Recognise	and	disclose	any	conflict	of	interest	that	may	arise;

b)	 Treat	all	suppliers	and	potential	suppliers	equitably;

c)	 May	not	use	their	position	for	private	gain	or	to	improperly	benefit	another	person;

d) Ensure that they do not compromise the credibility or integrity of the supply chain management 
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system	by	not	accepting	any	gifts,	favour,	hospitality	or	any	other	similar	acts;	and

e) Assist accounting officers or accounting authorities in combating corruption and fraud in the 

supply chain management system.

•	 If	a	supply	chain	management	employee	or	other	employee	involved	in	the	supply	chain,	or	any	close	

family member, partner or associate of such employee, has any private or business interest in any 

contract to be awarded, that employee or other role player must:

a) Disclose that interest

b) Withdraw from participating in any manner whatsoever in the process relating to that contract.

Process followed where conflict of interest has been identified.

•	 All	bidders	complete	and	submit	the	declaration	of	interest	standard	bidding	document	as	part	of	their	

bid	(including	written	price	quotations,	competitive	bids	and	proposals)	documentations;

•	 All	service	providers	that	apply	to	be	registered	on	the	list	of	prospective	suppliers	must	complete	and	

submit	the	declaration	of	interest	standard	bidding	document	as	part	of	their	application;

•	 Access	to	the	CIPC	website	to	verify	the	Directors/Trustees/Shareholders	of	the	companies;

•	 Access	to	persal	system	to	verify	Identity	Document	numbers	that	appears	on	the	CKI	in	order	to	verify	

and	monitor	the	conflict	of	interest;

•	 SCM	practitioners	to	the	extent	required	by	the	position	should	declare	any	business,	commercial	and	

financial	interests	or	activities	undertaken	for	financial	gain	that	may	raise	a	possible	conflict;

•	 SCM	 practitioners	 should	 not	 place	 themselves	 under	 any	 financial	 or	 other	 obligation	 to	 outside	

individuals	or	organisations	that	might	seek	influence	them	in	performance	of	their	official	duties;

•	 Practitioners	should	not	 take	 improper	advantage	of	 their	previous	office	after	 leaving	 their	official	

position;	and

•	 All	members	of	bid	adjudication	teams	should	be	cleared	at	the	level	of	“Confidential”	and	should	be	

required to declare their financial interest annually.

3.5 CODE OF CONDUCT 
All employees of the department are subject to the provisions of the Public Service Regulations and, therefore, 

the Code of Conduct for the Public Service, (contained in Chapter 2 of the Regulations), applies in this instance. 

Upon assumption of duty in the department, all employees are provided with a copy of the Code of Conduct 

as well as an explanatory manual for the Code. The expected behaviour of employees is confirmed in all 5 of 

the	Department’s	values,	namely;	Professionalism,	Competence,	Integrity,	Accountability	and	Transparency.

It is the responsibility of each and every employee to ensure that he/she complies with the provisions of the 

Code of Conduct and managers are required to monitor compliance and to take appropriate action where 

necessary.	In	an	event	where	an	employee	breaches	the	provisions	of	the	Code	of	Conduct;	he/she	may	be	

dealt with in terms of the Disciplinary Code and Procedure. 

3.6 HEALTH SAFETY AND ENVIRONMENTAL ISSUES 
The Occupational Health and Safety Act 85 of 1993, requires the employer to provide and maintain as 

reasonable and practical a work environment that is safe and without risk to the health of employees. This 

means that the employer must ensure that the workplace is free of hazardous ergonomics and substances 

which may cause injury or disease. Where this is not possible, the employer must inform the employees of risks 

and dangers and how these may be mitigated.

The Department of Arts and Culture considers its staff as its most valuable asset and commits to maintaining 

the health and safety of all staff as a priority. To this end, the Health and Safety Strategy was approved. 

The Occupational Health and Safety Strategy outlines activities to ensure awareness of all risks within the 

workplace and plans to prevent injuries, illness and accidents.

Over the past financial year, the department has experienced serious health and safety related challenges at 

head office. The current building is in a dilapidated condition and has not been adequately maintained.  There 

are plans underway for the department to move to more suitable premises by the end of the 2013/2014 

financial year. However, there are no major incidences of injury or accidents to report..

The National Archives of South Africa is currently busy with renovation and upgrading project which will be 

completed in 2016. The purpose of this project is to upgrade the fire detection system and cctv cameras which 

will enhance health and safety. 

3.7 INTERNAL AUDIT AND AUDIT COMMITTEES
a) Internal Audit

The objective of the Internal Audit function in the Department is to provide an effective, independent objective 

assurance and consulting activity designed to add value and improve the Department’s operations. 

It achieves this by evaluating and improving the effectiveness of risk management, control and governance 

processes;	and	facilitates	the	full	functioning	of	the	Audit	Committee	(AC)	in	the	Department.

The Internal Audit unit operated in terms of its approved Charter and its scope of work was derived from 

the approved risk based three year and annual operational plans approved by the Audit Committee for the 

2012/2013 financial year.  Internal Audit Reviews were performed and reports with findings, recommendations 

for improvement(s), and management actions plans were issued to Management for implementing corrective 

action, and to the Audit Committee for monitoring and oversight, in effort to improve the operations of the 

Department in the following areas:
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Audit Areas

1. Pre-determined Objectives 2. Strategic and Corporate Governance: Council and Sub-Committees

3. Risk Management 4. IT Governance

5. Financial Core Controls 6. IT Application Controls, IT Security Controls and Data Classification and Archiving

7. Supply Chain Management 8. Security, Health and Safety

9. Asset Management 10. Heritage Assets

11. Human Resources 12. Communication and Stakeholder Management

13. Payroll 14. Policies and Procedures

15. Fraud prevention 16. Document Management

17. Contract Management 18. Computer Assisted Audit Techniques (CAATS) Reviews

Additional to the above, Follow-up audits were conducted during the year, the aim being to review management’s 

response	 to	action	plans	and	control	weaknesses	communicated	 in	previous	 internal	audit	 reports;	and	 to	

evaluate and determine the adequacy, effectiveness and timeliness thereof. Follow-up audits were conducted, 

with a total of 45 highly ranked audit findings which were followed up in the following business areas:

Audit Areas

1. Asset Management 2. Stakeholders Management

3. Strategic and Corporate Governance Review 4. Legal and Contract Management

5. National Language Services Review 6. Security, Health And Safety

7. Living Heritage 8. Predetermined Objectives: Quarter 1

9. Ad-hoc Transfer Payments 10. Financial Controls: Quarter 1

11. Facilities Management 12. Supply Chain Management: Quarter 1

13. Multi-Media 14. Risk Management

b) Audit Committee

The primary purpose of the Audit Committee is to assist the Accounting Officer of the Department in fulfilling his 

oversight responsibilities to ensure that the Department has and maintains effective, efficient and transparent 

systems of financial, risk management, governance, and internal control by:

i.	 Supporting	management	in	respect	of	financial	reporting	and	a	system	of	internal	control;

ii.	 Enhancing	business	ethics	and	trust	in	the	Department;

iii.	 Ensuring	and	enhancing	the	independence	of	the	Internal	Audit	Activity;

iv. Ensuring that risks facing the Department are identified and that appropriate procedures are 

implemented	to	manage	and	minimize	risks;	

v. Ensuring the proper functioning of both the internal and external audit process, and other 

assurance services, including investigation activities.

vi. Monitoring compliance with laws and regulations and the code of conduct.

The	Audit	Committee	was	fully	functional	and	comprised	five	members;	4	employed	from	the	private	sector	and	

1 employed from within a State Owned Entity.  The Audit Committee held 6 meetings during the financial year to 

fulfil its responsibilities in line with its approved Charter and the Treasury Regulation requirements relevant to 

it, wherein Management tabled reports as required by the Audit Committee for oversight, assistance, guidance 

and recommending improvements to the Department’s risk management, internal control and governance 

processes.
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The membership and attendance is outlined below:

Name Qualifications
Internal	or	external	

department
If internal, position 
in the department

Date appointed Date Resigned
No. of

Meetings attended

1. K.	BUTHELEZI	–	Chairperson		(Mr)
B	Comm	(Accounting);	Diploma	in	Accounting	(ACCA);	Further	Diploma	in	Accountancy	(ACCA)	Majors:	Information	
Analysis;	Audit;	Managerial	Finance;	Taxation

External N/A 01/12/2010 N/A 4

2. K. RAPOO (Ms)
Executive	Development	Programme;	Project	Management;	Advanced	Project	Management;	BCompt	(Acc	3	
outstanding)

External N/A 03/9/2011 N/A 6

3. T. MAGEZA (Mr) B.Comm	(Accounting	and	Economics);	Diploma	in	Management	Training	Programme External N/A 26/09/2011 N/A 6

4. F. MDANDA (Ms) BCompt;	Hons	BCom	(Auditing)	MBA External N/A 29 /08/2011 N/A 5

5. B. Dlamini (Mr) National Diploma in Accountancy External N/A 05/03/2012 N/A 6

3.8 REPORT OF THE AUDIT COMMITTEE
We are pleased to present our report for the financial year ended 31 March 2013. 

a) Audit Committee Members and Attendance 

The Audit Committee consists of the members listed here under, and is required to meet at least 4 times per annum as per the approved terms of reference. During the current year, 6 meetings were held.

Member
Meetings Attended

28 May 2012 13 July 2012 27 July 2012 09 October 2012 11 December  2012 25 February 2013

K  Buthelezi Apology √ Apology √ √ √

T Mageza √ √ √ √ √ √

K Rapoo √ √ √ √ √ √

VB Dlamini √ √ √ √ √ √

F Mdanda √ √ √ √ √ Apology

The Department had five (5) Audit Committee members in place during the financial year, under the chairmanship of Mr. K. Buthelezi. All the members are external from the Department.

b) Audit Committee Responsibility

The Committee reports that it has complied with its responsibilities arising from section 38 (1) (a) of the PFMA, and Treasury Regulation 3.1. The Committee further reports that it has adopted appropriate formal terms of reference as 

its Charter, has regulated its affairs in compliance with this Charter, and has discharged all its responsibilities as contained therein.

c) The Effectiveness of Internal Controls 

The Department has a Risk Management function in place which was efficient, effective, transparent, and in accordance with the requirements of the Treasury Regulations and the King III Report on Corporate Governance.  The 

Department has a functional Risk Management Committee, chaired by an independent non-executive member, who serves on the Department’s Audit Committee (Committee).  During the year under review, a risk assessment was 

conducted and the strategic risks were adopted by Management and the Committee, which also informed the internal audit priorities.  Periodic monitoring and evaluation, as well as the reporting on the status of risk mitigation occurred 

quarterly, and continual tracking of the planned mitigation has yielded some positive results and the outcomes were independently audited by the in-house functions.  

Fraud risk assessment outcomes were monitored through management response plans and awareness on identified shortcomings was conducted for the Department’s staff and public entities.  Internal Audit also provided the 

Committee and Management with assurance on the appropriateness and effectiveness of internal controls.
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From the various reports submitted by the Department’s Internal Auditors, the audit report on the Annual 

Financial Statements and the Audit Report of the Auditor General, there are clear indications that the systems of 

internal control were not fully effective. Certain matters reported on, indicated internal control deficiencies and 

deviations from business rules.  Also noted by the Committee are the recurring deficiencies from prior years.  

Matters of serious concern to the Committee were as follows:

•	 Lack	of	adequate	policies	and	procedures	in	general;	

•	 Non-compliance	to	policies	and	procedures;	

•	 Lack	of	adequate	Supply	Chain	Management	policies,	procedures,	and	compliance	there-to;

•	 Contract	and	records	management;

•	 The	inadequate	capacity	and	turnaround,	in	particular	the	filling	of	the	CFO	position;	

•	 Performance	on	Pre-determined	objectives.			

The Committee has consistently reminded Management about the need for improved controls and governance 

systems, as well as compliance to the legislation, policies and procedures.

d)	 The	 quality	 of	 in-year	monitoring	 and	monthly/quarterly	 reports	 submitted	 in	 terms	 of	 the	

PFMA and Division of Revenue Act

The Committee is satisfied with the content and quality of monthly and quarterly reports prepared and issued 

by the Accounting Officer and the Department during the year under review. The Committee has noted during 

planned meetings held during the 2012/2013 financial year that the Department has made improvements in 

the following areas, however further enhancements are still recommended:

•	 Asset	Management	and	

•	 The	formulation	of	the	Predetermined	Objectives.

e) Evaluation of Financial Statements 

The Audit Committee has: 

•	 Reviewed	and	discussed	the	unaudited	annual	financial	statements	to	be	included	in	the	annual	

report, with the Auditor-General and the Accounting Officer, 

•	 Reviewed	the	Auditor-General’s	management	report	and	management’s	response	thereto,	

•	 Reviewed	any	changes	in	accounting	policies	and	practices,	

•	 Reviewed	the	departments	compliance	with	legal	and	regulatory	provisions;	

•	 Reviewed	the	information	on	predetermined	objectives	to	be	included	in	the	annual	report;	and	

•	 Reviewed	any	significant	adjustments	resulting	from	the	audit,	

•	 The	 Audit	 Committee	 concurs	 with	 the	 Auditor-General’s	 conclusions	 on	 the	 annual	 financial	

statements.

f) Internal audit 

The Committee is satisfied that a Chief Audit Executive was appointed prior to the end of the financial year, 

and that the Internal Audit function through its outsource arrangement addressed the risks pertinent to the 

Department in its audits, and that resulting reported opinions were independent and in full compliance with the 

approved	Internal	Audit	Charter	and	Treasury	Regulations;	nevertheless	the	Committee	considers	the	internal	

function to be under-resourced and therefore cannot function optimally given its current resources and budget 

to cover all critical risks prioritised in its plan.

g) Auditor-General South Africa 

The Audit Committee has met with the Auditor-General South Africa to ensure that there are no unresolved 

issues. 

     

Chairperson of the Audit Committee 

Date: 31 August 2013       


