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TO:  MEMBERS OF THE OPERATIONS COMMITTEE 

FROM: ERNA SWART 

RE: INTERNAL AUDIT REPORT ON ERM UNIT  

  ATTACHMENT 17(a) 

DATE:  3 AUGUST 2018 

 

Objective 

To consider the impact, if any, of the Internal Audit Report: Review of the Enterprise Risk 

Management Processes issued on 14 August 2017. 

Background 

The following is an extract from the Audit and Risk Committee (ARC) Report in the Annual 

Report: 

The Effectiveness of Internal Controls  

 The Committee considered all the reports issued by the various assurance 
providers e.g. Internal and External auditors, Risk Committee, etc. 

 Noted managements’ actions in addressing identified control weaknesses and 
is satisfied with the following achievements reported for the year: 

Assurance Provider 
Total 

Findings 

Resolved  

Findings 

Unresolved 
Findings 

Internal Audit 9 1 8 

External Audit 0 0 0 

 
The eight (8) unresolved findings are in relation to the review of Enterprise Risk 
Management processes that the ASB shares with the National Treasury. 

In light of the above we report that the system of internal control for the period 
under review is considered to have been adequate.  
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The issue 

In the light of this inclusion in the Annual Report, I requested the Internal Audit Report that 

was issued to determine how the ASB should respond to the matters raised in the report. 

The report was received on 3 August 2018. The report is included as attachment 13(b). 

Finding 1: Inadequate support by EXCO in fulfilling its roles and responsibilities with 

regard to ERM 

This is an issue specific to National Treasury regarding roles and responsibilities and the 

integration of risk management in the organisation. Of particular importance to the ASB is 

the approval of a risk tolerance and appetite framework. 

This has been a matter raised at each of the four risk committee meetings during the 

2017/18 financial year. At the last risk committee meeting on 30 March 2018, the ASB 

offered to develop the framework using the information already collected by the ERM unit. 

No research material has been provided to date. 

Finding 2: Ineffective functioning of the Risk Committee 

The logistical issues are the responsibility of the National Treasury, but the following items 

will be included on the Risk Committee agenda: 

 Estimated cost of significant losses and whether risk management costs are consistent 

with the risk profile of the organisation 

 Material losses 

 Impact of unforeseen items on the ASB funding 

 Material changes in the risk profile 

 Details of risk finance arrangements that could expose the organisation 

 The risk bearing capacity of the organisation. 

 Due diligence activities and information technology risks. 

Finding 3: Inadequate execution of the roles and responsibilities by the Chief Risk 

Officer (CRO) 

The objective of the ARC was to ensure that the ASB’s capacity to manage risk is increased 

by establishing a risk committee who would be supported by the ERM unit. One of the 

requirements was to enter into a service level agreement with the ERM unit. However, if the 

ERM unit is inadequately staffed and the CRO is unable to perform his roles and 

responsibilities, the arrangement would need to be reconsidered. Accordingly, the regular 

evaluation of the performance standards in the SLA is essential. 

Finding 4: Inadequate execution of ERM roles and responsibilities by management 

This risk relates to the National Treasury specifically, and is not relevant for the ASB, 

because risk management is the responsibility of the Accounting Authority and integrated 

into all the activities of the ASB. 

Finding 5: Inadequate risk identification process 

This risk is not applicable to the ASB, because apart from the formal risk identification 

process, a quarterly report is submitted to the Operations Committee regarding the 

management of risks and the identification of emerging risks. The dashboard includes 

matters raised by internal and external audit. In addition, risk identification occurs during the 

annual strategy workshop with the Board and the ARC.  
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Finding 6: Risk assessment and risk review are not performed consistently across all 

divisions 

This is an issue specific to the National Treasury. 

Finding 7: Inadequate evidence for documentation of emerging risks for day-to-day 

operations 

The identification and management of emerging risk is in my opinion a management function 

and not the responsibility of the CRO. 

Emerging risks are identified by the CEO and reported in each quarterly risk report and the 

report is addressed to the Operations Committee at each quarterly meeting. 

Finding 8: Adequate evidence could not be obtained for the annual performance plan 

The ASB’s annual performance plan includes a section on strategic risks. These risks are 

also included in the risk register and the risk register indicates how the ASB is managing 

each risk. 

Conclusion 

Apart from the actions that will be taken in response to the specific findings, it is proposed 

that the following actions be taken in consultation with the ARC: 

 An analysis such as the above should be prepared for each of the entities that share the 

ERM unit to determine whether or not the findings are pervasive and should be included 

in each of the entities ARC Report. 

 A progress report should be tabled at each risk management committee meeting on the 

resolution of these issues. 

 The Chairman of the Risk Management Committee should report on the progress in his 

report to each ARC meeting. 

 The Board should be requested to agree these actions with the Chair of the ARC at the 

Board meeting. 

The Operations Committee considered the issue on 13 September 2018. In their view, the 

relationship with the ERMU should be discontinued and the responsibility for managing risk 

should return to the ASB CEO. 

 

ACTION REQUESTED: 

The Board is requested to: 

(1) Note the content of the report. 

(2) Consider whether the analysis of the impact on the ASB as set out under 

each finding is appropriate. 

(3) Request the ERM unit to prepare a progress report until such time as all the 

matters are resulved or the item is excluded from the ASB annual report. 

(4) Request the Audit and Risk Committee to monitor progress and to report 

on the impact on the ASB at each Board meeting. 

(5) To consider the request from the Operations Committee to cancel the 

service level agreement with the ERMU with immediate effect and return the 

responsibility for risk management to the CEO. 


