SCOPA RESOLUTIONS IN RELATION TO COMPENSATION FUND
	SCOPA RECOMMENDATIONS
	PROGRESS 2010/11
	PROGRESS 2011/12
	IMPACT

	1.
GOVERNANCE ISSUES

	The internal audit function is adequately staffed as a matter of urgency
	The Fund has implemented a co-sourced Internal Audit function effective from August 2009. An effective Internal Audit fund is now operational.


	Two Deputy Directors and 4 Assistant Directors were appointed in December 2010.  Three additional Assistant Directors were appointed in September 2011, however, one assistant director resigned. The Fund is in a process of advertising the position.
	The internal audit is adequately staffed and is able to carry out its mandates in accordance with the internal audit charter 

For example a total of 21 Audit were planned and completed for the year and 3 ad hoc request were carried out  

	The Fund establishes an effective Audit Committee that acts upon control deficiencies and takes corrective action where necessary
	The Fund is in a process of strengthening internal capacity of the Internal Audit Directorate, to assist in strengthening the transition from an outsourced to a co-sourced internal audit arrangement. To date, The Executive Manager: Internal Audit was appointed in April 2010. Placement of 5 vacant positions is also complete. 3 positions were approved on the 22nd October 2010.The remaining 2 outstanding positions are awaiting confirmation by NIA and SAQA.
	The Audit Committee operates in terms of its charter and reviews audit, accounting and financial reporting issues to ensure an effective internal control environment. The Audit Committee adopted the charter and satisfied its responsibilities for the year.


	12 audit committee meetings took place and internal audit and risk management gave reports. This has assisted in ensuring that all material issues and emerging risk are escalated

	The Audit Committee takes into consideration work done by internal audit;
	· The Audit Committee has met 10 times on the 2009/10 financial year. The Committee has complied with its responsibilities as required by Sec 38(1)(a) of the PFMA and TR 3.1.This was evidenced through oversight roles which they played in the following areas:

· Risk Management process; and Internal Controls

· A 3 year strategic and 1 year operational plan was developed for the execution of Audits (August to 31 March 2010).Currently, all internal Audit reports are presented to the Audit Committee on an on-going basis.


	A 3 year audit plan (2011 – 2014) including an Annual plan (2011/2012) was developed and approved on the 14th June.
 
A total of 21 audits were planned for the year, 3 ad-hoc audit requests carried out. From the total planned audits, only 3 IT audits have been deferred into the new financial year, due to the changes in the IT environment 

	

	The Fund employs personnel with adequate skills 

	A permanent Chief Financial Officer was appointed on 1 September 2009.


	All positions in the Senior Management have been filled including vacancies in Finance Directorate where there were serious skills and capacity challenges.  

The fund over the past two year managed to decrease the high vacancy rate from 17% to 3.56% as at 31/March 2012

	· The appointment of senior managers in 2009 resulted in the fund moving from disclaimer to qualified.

	The Fund employs personnel with adequate skills; and 
The management is urged to rectify staff shortages as a matter of urgency
	Skills audit has been conducted and has indicated critical skills required for the fund.  Training programmes to address the skills gap are in progress.

A number of service providers were contracted to assist the Directorates: Internal Audit, Risk Management and Finance 


	The fund embarked on the restructuring process which has culminated in an approved new organisational structure which is going to be implemented in this financial year and will address the all the capacity issues in the whole fund.
	· The appointment of senior managers in 2009 resulted in the fund moving from disclaimer to qualified.

For the first time the Fund has been able to develop a WSP which was used to identify training needs of directorates. This initiative has resulted in a training programmes being undertaken in a coordinated manner. For example, training programmes for 957 employees was arranged in line with identified training needs. In addition, 8 bursaries were awarded to employees.

Additional capacity was brought in to address the challenges in the financial management area. However, this additional capacity did not yield positive results due to constraints in IT environment and business processes and policies 

Due to the fact that the new organisational structure was not implemented as envisaged, the skills transfer could not take place as a number of posts on the new structure were still vacant at the time. The Internal Audit is the only directorate which benefit from the in-sourcing of skills.



	2.
BASIS FOR ACCOUNTING OPINION

	2.1
Revenue contributions and assessment debtors

	Management understands and exercises oversight responsibility related to financial reporting and related internal controls

	Revisions of sub-class allocation are now approved by the senior manager


	The Fund has implemented electronic submission of the annual returns. This will assist in ensuring accuracy, completeness and timeous assessment of employees.

Debtors are monitored and reconciled on a monthly basis.
	Since the launch of the online submission, the number of employers registered online grew from 22 000 in June 2012 to 51 000 in June 2013. Revenue generated from these employers grew from R1 billion to R33 billion in the year ending 2013.

The introduction of the monthly reconciliation has resulted in improved revenue and debtors management

	Management designs and implements internal controls to ensure that revenue contributions and assessment of debtors are performed timeously

	· Capturing errors are being monitored and corrected.

· Debtors Age Analysis is reconciled and cleared on a monthly basis.

· Provision for doubtful debtors is calculated based on the age analysis of the debtor.

· Management is in the process of clearing debtors with credit balances.


	The income Directorate has been capacitated with skilled resources to improve revenue collection.

 

The Fund has also implemented a new financial system

The debtors are now correctly classified and adequately aged. The allowance for impairment is now calculated based on the age analysis and calculated in accordance with the accounting standards
	Since the launch of the online submission, the number of employers registered online grew from 22 000 in June 2012 to 51 000 in June 2013. Revenue generated from these employers grew from R1 billion to R33 billion in the year ending 2013.



	Professionally skilled personnel are used to perform duties and senior staff evaluate work of subordinates; and
d) Proper evaluation of managerial abilities is undertaken prior to the appointment of any staff to a managerial position, and that managers who do not possess the required management skills to perform oversight be relieved of their management duties.

	All vacancies at SMS level have been filled except for Chief Director post which was created in October 2010 and is in the process of being filled
	Acting Chief Director: HRM was appointed to provide strategic leadership to HRM.

Employees appointed to SMS posts are subjected to competency assessment


	The introduction of the competency assessments has assisted the Fund to identify training and developmental needs of SMS members. 

	2.2
Bank reconciliation
	
	
	

	On-going monitoring and supervision are undertaken to enable management to ensure internal control over financial reporting; Internal control deficiencies are identified and communicated to those responsible for taking corrective action
 
The suspense account is cleared within three months and thereafter monthly, and that proper follow-ups are made by the relevant senior officials

	· The suspense account on both the Compensation account and Pension account was cleared 

· Monthly bank reconciliations are performed and suspense items are cleared.

· A reconciliation between the claims system and the financial system is performed on monthly basis differences /variances between the two systems are followed up and cleared timorously


	· There was no qualification in this area in 2010/2011.  There is a manager who is responsible for ensuring that there are follow ups on suspense items .With implementation of SAP in October, there were challenges with payments which resulted in most of the items that were in suspense. Follow ups have been done to clear most of the items but there are still outstanding items that still need to be cleared.

· There is a reconciling amount of R3 million as at 31 March 2012.
	There are no reconciliation differences on the pensions bank accounts 

	2.3
Claims incurred
	
	
	

	The Accounting Authority to ensure that:

· adequate steps are taken, with due regard to the costs thereof and the potential effectiveness in mitigating risks to the achievement of financial reporting objectives;

· Significant information is identified, captured and used at all levels of the entity and distributed in a form and within a timeframe that supports the achievement of financial reporting objectives; and 

· Steps are taken to recover losses incurred due to a backlog and inadequate management of supporting documentation for claims. 

	· The fund has since April 2010 developed a plan to improve the document management within the claims environment and to effectively eliminate scanning backlogs in the process. The objectives of the plan is to optimise the Kofax system;

· To procure additional scanning and indexing licenses;

· To procure additional scanners;

· To appoint additional personnel for scanning and document management

· Since the implementation of the plan, the scanning backlog for 2009 medical claims documents has been finalised and as of September 2010, we are scanning medical claims that were processed during August 2010. Since the fund receives an average of 45000 documents per day which translates into 1m documents per month, there are currently 2m documents pending scanning and indexing and represent a two months backlog. 

· It has been necessary to review the functionality of the Kofax to ensure that the imaging process is more efficient, to feature auto indexing; additional licenses as well as provision of operational reports to control all the processes. This process started in August 2010 following direct negotiations with the Kofax Company and is still in progress, to be completed by end October 2010. It is envisaged that once this project is complete, all documents will be scanned and indexed within 2 to 3 days of processing. There are currently 6 high volume scanners procured which will all be fully operational once the additional licenses have been procured by mid October  2010

· The office has since August 2010 embarked on a bulk uploading project with a view to minimising the influx of paper documents into our systems. This project enables medical providers to submit medical claims and reports in a CD format as data and images. The process is currently at the testing phase since August 2010 and will rollout to medical providers in quarter 3 of this financial year. 

· Additional human resources have also been deployed to deal with scanning and the whole document management in the claims environment since September 2010.
	Upfront scanning was introduced end of March 2012 for claims registered on the SAP: ICM system. Once scanned/indexed the documents are available on the system and work flowed to the relevant work group.

Scanners were procured for all provincial offices and aligned to document workflow 

Additional capacity for document management was implemented

For 2010/2011 financial year, 215 493 claims registered, 6 646 532 documents scanned and 4 966 818 documents indexed.

For 2011/12 financial year 574 201 documents were received, 196 509 claims registered, 5 171 292 documents scanned and 4 776 424 indexed

For 2010/2011 financial year, 215 493 claims registered, 6 646 532 documents scanned and 4 966 818 documents indexed.

For 2011/12 financial year 574 201 documents were received, 196 509 claims registered, 5 171 292 documents scanned and 4 776 424 indexed

Scanners were procured for all provincial offices and aligned to document workflow 

The bulk uploading was implemented and accounts were processed, however the bulk uploading was not compatible with the new claims systems.

Registration of claims, scanning and indexing continued to be provided


	The registration of claim, scanning and indexing process has resulted in reduced numbers of documents sent to head office. 

For 2010/2011 financial year, 215 493 claims registered, 6 646 532 documents scanned and 4 966 818 documents indexed.

For 2011/12 financial year 574 201 documents were received, 196 509 claims registered, 5 171 292 documents scanned and 4 776 424 indexed

Influx of papers were reduced.



	2.4
Accounts Payable
	
	
	

	Adequate steps are taken, with due regard to the costs thereof and the potential effectiveness in mitigating risks to the achievement of financial reporting objectives.

Significant information is identified, captured and used at all levels of the entity and distributed in a form and within a timeframe that supports the achievement of financial reporting objectives.

Steps are taken to recover losses incurred due to a backlog and inadequate management of supporting documentation for claims
	
	Monthly Reconciliations are performed between claims and general ledger.  Any reconciling differences identified are followed up on a regular basis. 

	This exercise has resulted in improved financial reporting 

	3.
PROPERTY, PLANT AND EQUIPMENT

	· Management and employees are assigned appropriate levels of authority and responsibility in ensuring that they understand accountability to facilitate effective internal control over financial reporting;
· Officials are provided with in-service training; and
· All records are updated in order to keep staff updated on the relevant information.

	· Both the Bisho and Compensation House properties were revaluated by an independent valuator as at 31 March 2010.

· The fixed Asset register and general ledger were updated with the revaluations.

· Fixed Asset register is reconciled to the general ledger and approved by a senior manager on a monthly basis.

· Fixed Assets verification exercise is conducted twice a year.

· During the 2009/10 year audit, this qualification was cleared
	· The building valuation for the 2011/2012 was completed and the reports are available for the official building in Bisho, Eastern Cape as well as the Compensation House building

· The evaluation is done in terms of the internal Asset Management Policy

· The accountability for the annual valuation has been assigned to the Deputy Director: SCM and Deputy Director: Auxiliary Services


	This exercise has resulted in improved financial reporting on property, plant and equipment. 

	4.
DISCLOSURE INFORMATION

	Disciplinary action is taken against staffs who fail to perform their duties satisfactorily.

	· The classification of financial assets and liabilities into the required categories was done.
· The maximum exposure to credit risk on trade and other receivables was done.
· A reconciliation of movements in the provisions for credit losses was done.
· A comparison of the carrying amount and fair value for each class of financial asset and liability was done
· The methods and assumptions applied for valuing financial assets and liabilities was done
· For each type of risk arising from financial instruments, quantitative data about its exposure to that risk was done
· A sensitivity analysis for each type of market risk to which the Fund is exposed was done.
 


	Continues monitoring was undertaken 
	Improved financial reporting 

	5.
NON-COMPLIANCE WITH LAWS AND REGULATIONS

	A Risk Management process is being implemented through a formal Risk Management Strategy and Framework. From the risk process, corrective actions and suggested enhancements to controls and processes are identified in conjunction with management and the internal audit team. This also assists the Internal Audit team to develop a Risk-Based Internal Audit Plan, as required.

	· A co-source risk management unit is in place and does perform risk assessment, Fraud prevention plan and strategy was developed and implemented This resulted in uncovering fraud involving medical service providers in collusion with internal staff.. Disciplinary action was taken against the officials involved which resulted in their dismissal. Criminal cases still continuing. Service providers were also reported to HPCSA.

· A co-source internal audit unit is in place and monitors compliance with legislation.
	A risk management unit is in place and does perform risk assessment, Fraud prevention plan and strategy was reviewed and implemented The fraud cases  involving medical service providers are continuing Two pleaded guilty and waiting for sentencing in July 2012 Disciplinary action was taken against the officials involved which resulted in their dismissal. Service providers were also reported to HPCSA and no action taken thus far.


	The sentencing of medical service providers by criminal court and the implementation of section 300 of the criminal procedure report has resulted in the recovery of the lost amount with interest.

Increase number of fraud awareness that resulted in high detection of fraudulent claims

Health professional council are taking disciplinary action against medical providers 

Improve relationship between law enforcement agencies
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