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ANNUAL REPORT FOR THE COMPENSATION COMMISSIONER FOR OCCUPATIONAL DISEASES: 2009/2010 FINANCIAL YEAR 

1. INTRODUCTION

The statutory function of the Compensation Commissioner for Occupational Diseases under the Occupational Diseases in Mines and Works Act of 1973 ( Act 78 of 1973) as amended by (Act 208 of 1993) hereafter referred to as the Occupational Diseases in Mines and Works Act are mainly:

· Determining and recovering levies from controlled mines and works.

· Awarding benefits to miners and ex-miners suffering from lung related diseases due to risky work.

· Investment of levies collected and interest earned from investments.

· Administration and implementation of generally acceptable accounting practices and keeping statistical data.

2.
BACKGROUND

2.1 THE COMPENSATION COMMISSIONER ADMINISTERS 
FOUR TYPES OF ACCOUNTS.

2.1.1. Mines Account

The mines account is funded through levies collected from controlled mines, in terms of Section 62 of the Occupational Diseases in Mines and Works Act.

2.1.2. State Account

The state account is funded by monies appropriated by Parliament annually in terms of Section 69 of the Occupational Diseases in Mines and Works Act, for compensating individuals who performed risky work in the employ of decontrolled mines/state mines. 

2.1.3. Research Account

The research account is funded through levies collected from controlled mines and works in terms of Section 73 of the Occupational Diseases in Mines and Works Act. The money is amongst others meant for costs of maintenance and other expenses of, any institution or organization having as its objective the doing of research with a view to the protection of the health of persons employed in or at or in connection with mines or works, or the prevention or alleviation of diseases to which such persons are exposed.
2.1.4 Works Account
The works account is funded through levies collected from controlled works, in terms of 

Section 62 of the Occupational Diseases in Mines and Works Act.
2.2 DIFFERENT CATEGORIES OF COMPENSATION

2.2.1   First Degree Compensation

Degree of the impairment of lungs/respiratory organs of between 10-40%. The claims range between R 26 724 and R 47 160 based on the salary earned.

2.2.2 Second Degree Compensation

Degree of the impairment of lungs/respiratory organs of 40% and more. The maximum claim is R 105 012.
2.2.3 Tuberculosis

Compensation for TB is in the form of reimbursement of loss earnings incurred during TB treatment.  Only 75% of lost earnings is payable.

3. FINANCIAL STATEMENTS

3.1 The following audited financial statements appear annexed to this report.


 3.1.1 Report of the Audit Committee

3.1.2 Report of the Auditor-General 

3.1.3 Statement of Financial Position as at 31 March 2010 

3.1.4 Statement of Comprehensive Income for the financial year ended 31 March 2010 
3.1.5 Statement in changes in Equity as 31 March 2010 

3.1.6 Statement of Cash Flow for the year ended 31 March 2010 

3.1.7 Notes to the Annual Financial Statements for the year ended 31 March 2010 

3.2 Assets

Most of the Assets of the Fund are in the form of investments. 
3.2.1 The bulk of the surplus funds are invested with Corporation for Public Deposits (CPD).
· Total long term investments in 2008/2009 and 2009/2010 financial years is as follows:
[image: image9.jpg]i\)ls Mlzena : y.at





3.2.2 The rest of it is invested in short term deposit.

· Total short term investments in 2008/2009 and 2009/2010 financial years is as follows:
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3.3 Revenue

Revenue of the fund is derived from interest on investments, levies from controlled mines and works and Government grant in the form of transfer payments. Revenue has increased by 8.61% from the last financial year (2008/2009) to the current financial year (2009/2010). 

The continuous visits to the mines by Inspectors have also made a huge difference with regard to the realization of more income from levies. A total of 150 mines were visited during the year. The process amongst others involves the following:

· Visit mines for checking if payments are made on a monthly basis as per determined rates and performed risk shifts. 

· Request for submission of all outstanding assessment forms as reflected on records and the proof of payments.

· Inspect records of risk shifts performed and verify if the payments made were calculated correctly. Recalculate the amount paid based on total number of shifts and the determined rate.

· To make sure that all controlled mines are paying levies.

· Continuous updating of CCOD records/registers of controlled mines. Removal of closed mines on the register. 

· To ensure that all assessment forms submitted are accurate, correct and complete.

Total income in 2008/2009 and 2009/2010 financial years is as follows:
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The levies were increased by an average of 75% with effect from 01 January 2010.

3.4 Expenditure

Expenditure for the fund includes compensation payments (one sum benefits) (OSB) and Pensions. Payments to beneficiaries (OSB) in the financial years 2008/2009 and 2009/2010 have increased by 997.86%. The increase includes the provision of R 680,812,130 in 2009/2010 (2008/2009: R R7, 596,455).
3.4.1. The table below illustrates different types of OSB payments made during the year with their respective stages of impairment.

	TYPES OF DISEASES (OSB)
	2008/2009
	2009/2010

	Diseases in the First Degree


	15,366,260
	233,155,617

	Diseases in the Second Degree


	26,076,555
	493,053,741

	Tuberculosis – Section 80(4), 87(4) First Degree


	2,873,852
	4,641,653

	Tuberculosis – Section 80(4) 75%


	1,646,909
	23,840,913

	Tuberculosis – Section 80(2)b Second Degree


	26,335,778
	20,508,467

	Dependants – Section 83(1),91(1)


	36,133
	0

	Eastern Cape Cases


	5,521,500
	1,709,100

	TOTAL
	77,856,987
	776,909,491


3.4.2. Pension payments in the financial years 2008/2009 and 2009/2010 decreased by 
 
7.45% due to the passing on of the beneficiaries and can be illustrated as follows:
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3.4.3. The operating expenses as per financial statements are as follows:

	Operating expenses
	2008/2009
	2009/2010


	Compensations (OSB)
	77,856,987
	776,909,491

	Pensions
	3,208,672
	    2,986,209

	Bank Charges
	51,614
	       173,980

	Totals
	81,117,273
	780,069,680


4. CONTROLLED MINES AND WORKS

4.1. Controlled Mines

        Controlled mines as at 31 March 2010 per mineral are illustrated below.
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· The total number of controlled mines is 209

4.2. Controlled Works

The number of controlled works as at 31 March 2010 is 36. This number has not changed from last financial year.
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· The total number of controlled works is 36

5. RISK COMMITTEE

The Risk Committee is established under the provisions of section 18 (1) of the      Occupational Diseases in Mines and Works Act, Act 78 of 1973 (ODMWA).  The Risk Committee is required to exercise the powers and perform the function conferred to it by the ODMWA and any other functions that may from time to time be assigned to it by the Minister of Health. The Risk Committee determines the risk of a controlled mine or works and submits such risk determinations to the Compensation Commissioner for Occupational Diseases for levy collection. 

In terms of Section 18(4) of ODMWA, the Chief Inspector of Mines as contemplated in the Mine Health and Safety Act (MHSA) is the chairman of the Risk Committee or a person designated for that purpose. The Risk Committee was re-established in October 2004 after having ceased its functions in June 1997. It ceased its functions again in 2007. Controlled mines have not been increased due to none functioning of Risk Committee. This has a huge impact on the under funding of the fund
6. STAFFING

6.1 
The senior staff as at 31 March 2010 consisted of:

       
Ms. Thembisa     Khaka



ACTING COMMISSIONER

6.2 
The establishment as at 31 March 2010 is as follows:

	DESIGNATION
	NO OF POST
	FILLED
	VACANT

	Commissioner (Director)


	1
	0
	1

	Deputy Commissioner (ASD)


	1
	1
	

	Senior Administration Officer


	4
	3
	1

	Administration Officer


	2
	2
	

	Chief Admin Clerk


	2
	2
	

	Senior Administration Clerk


	12
	11
	1

	Senior Registry Clerk


	1
	1
	

	Administration Clerk


	15
	12
	3

	General Assistant


	2
	2
	

	Secretary


	1
	0
	1

	Switch Board Operator


	1
	1
	

	TOTAL
	42
	35
	7


7.
ACTUARIAL VALUATION

Actuaries have been appointed at the beginning of the year 2007 for the valuation of the Fund as required by the Act. The results of the process will help in establishing the future liquidity of the Fund and improvements on systems. The actuarial valuation report was not yet available at the end of 2009/2010 financial year.

8.
ADVISORY COMMITTEE

The Advisory Committee was established in terms of Section 59 of the Act (Act 208 of 1993 as amended) with its function being to advise the commissioner on the administration of the Fund. A total of 04 meetings were held during the year. The terms of reference for the Advisory Committee require that a minimum of 04 meetings should be held during each year.

 As at 31 March 2010 the membership of the Advisory Committee was as follows:

CHAIRPERSON

Miss T. Khaka

EMPLOYER REPRESENTATIVES

Dr. David F. Barnes


        

Dr. Rashaad Hansia



Dr. Jan A. Pienaar

 

Dr. Thuthula Balfour- Kaipa 
 

Mr. Casper Lotter

Dr. Khanyile Baloyi

EMPLOYEE REPRESENTATIVES

Ms Phumla Mboniswa
 

Mr Amos Rikhotso

 

Ms Selina Tyikwe





Mr Motebang Ralake

 

Mr Nicolaas H. Arnold 
 

AUDIT COMMITTEE REPORT FOR THE FINANCIAL YEAR ENDED 

31 MARCH 2010

COMPENSATION COMMISSIONER FOR OCCUPATIONAL DISEASES

REPORT OF THE AUDIT COMMITTEE

We are pleased to present our report for the financial year ended 31 March 2010 for the Compensation Commissioner for Occupational Diseases, a trading entity of the National Department of Health. 
Audit Committee Members and Attendance: 

The audit committee consists of the members listed hereunder and meets 4 times per annum as per its approved terms of reference. During the current year, 3 meetings were held specifically for Compensation Commissioner for Occupational Diseases.

	Name of Member
	Types and Number of Meetings Attended

	
	Normal 
	Special 
	Total Meetings

	Ms M Nyathi (Chairperson)

	2
	1
	3

	Adv. OC Mabaso

	1
	1
	2

	Mr. M Maliehe
	1
	1
	2

	Ms. VLP Malumbete

	2
	1
	3

	Ms. DM Matloa

	1
	0
	1


Audit Committee Responsibility

The National Department of Health Audit Committee assumed responsibility for the Compensation Commissioner for Occupational Diseases, with no clear mandate to ensure good governance in the entity.

The effectiveness of internal control 
The Audit Committee is not satisfied with the system of internal control for the year under review. The Audit Committee is of the view that there is breakdown in the system of internal control and governance at the Compensation Commissioner for Occupational Diseases. The following serve as examples: Hacking of system (fraud); Backlog of claims (for processing and payment of claims); Lack of effective oversight on Compensation Commissioner for Occupational Diseases by the National Department of Health. 
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The quality of in year management and monthly/quarterly reports submitted in terms of the PFMA and the Division of Revenue Act

The Committee is not satisfied with the quality of in year management and monthly/quarterly reports submitted in terms of the PFMA and the Division of Revenue Act during the year under review and management’s urgent attention is required to improve these reports. 

Evaluation of Financial Statements
The Audit Committee has: 

· Reviewed and discussed the audited annual financial statements included in the annual report;

· Review the Auditor-General’s management letter and management’s response thereto;

· Reviewed changes in the accounting policies and practices; and

· Reviewed significant adjustments resulting from the audit.

The Audit Committee concurs and accepts the Auditor-General’s conclusions on the annual financial statements, and is of the opinion that the annual financial statements be accepted and read together with the report of the Auditor-General.

Internal Audit
Due to break down of controls and capacity constraints, National Department of Health, Internal Audit function could not perform its normal assurance audit work at the Compensation Commissioner for Occupational Diseases but has done some consulting activity (i.e. ad-hoc work) and issued a report to the Audit Committee that assisted in projecting the seriousness of the challenges or issues facing the entity and identified the areas that need urgent management attention.

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS OF THE COMPENSATION COMMISSIONER FOR OCCUPATIONAL DISEASES IN MINES AND WORKS FOR THE YEAR ENDED 31 MARCH 2010

REPORT ON THE FINANCIAL STATEMENTS

Introduction

I have audited the accompanying financial statements of the Compensation Commissioner for Occupational Diseases in Mines and Works (CCOD), which comprise the statement of financial position as at 31 March 2010, and the statement of comprehensive income, the statement of changes in equity and the statement of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes, as set out on pages 24 to 39.

Accounting Officer’s responsibility for the financial statements

The accounting officer is responsible for the preparation and fair presentation of these financial statements in accordance with South African Statements of Generally Accepted Accounting Practice (SA Statements of GAAP) and in the manner required by the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) and section 76 of the Occupational Diseases in Mines and Works Act, 1973 (Act No. 78 of 1973) (ODMW Act). This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor-General’s responsibility

As required by section 188 of the Constitution of South Africa and section 4 of the Public Audit Act of South Africa and section 76 of the ODMW Act, my responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with International Standards on Auditing and General Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009.  Those standards require that I comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.  The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Basis for adverse opinion

Levy revenue 
The entity’s main source of revenue comprises levies from controlled mines and works for risk shifts worked and is disclosed in note 10 to the financial statements at an amount of R129 960 368 (2009: R120 580 490) for section 62 levies and R503 334 (2009: R571 921) for section 63 research levies.  The entity did not always accrue for levy revenue where this was due to the entity.  As the system to record levy revenue was inadequate to ensure that levy revenue is completely and accurately recorded in the accounting records, I am unable to quantify the effect on the financial statements.  The limitation reported in the prior audit report on the corresponding figure has not been corrected by management.

Interest on accounts receivable
Due to a lack of effective monitoring of the accuracy and completeness of receivables and the accrued interest, I noted that interest on outstanding levy balances was not always accrued for or was incorrectly calculated. There were no satisfactory audit procedures that I could perform to obtain reasonable assurance that interest on accounts receivable of R970 791 (2009: R442 735) as disclosed in note 14 to the financial statements is complete and accurate.  As a result of the poor control environment, I am unable to quantify the effect on the financial statements.  The limitation reported in the prior audit report on the corresponding figure has not been corrected by management.

Interest on accounts payable and trade payables
Section 94(4) of ODMW Act requires the CCOD to add interest to any benefit payments awarded from the first day of the month following the month in which such benefit was awarded until the last day of the month preceding the month in which the benefit was paid. Due to lack of a control framework to monitor compliance with legislation and ineffective monitoring of the accuracy and completeness of benefit payments and consequent liabilities, I noted that interest on outstanding claims has not been raised. There were no satisfactory audit procedures that I could perform to obtain reasonable assurance that the interest on accounts payable of R274 178 (2009: R160 966) as disclosed in note 15 to the financial statements was accurate and complete. As a consequence, trade payables of R3 532 226 (2009: R1 578 812) as disclosed in note 8 to the financial statements is not completely and accurately accounted for.  As a result of the poor control environment, I am unable to quantify the effect on the financial statements.  The limitation reported in the prior audit report on the corresponding figures has not been corrected by management.

Trade receivables
Included in trade receivables of R29 131 449 (2009: R20 161 524) as disclosed in note 6 to the financial statements are material amounts which are long-outstanding.  The entity did not evaluate the recovery of long outstanding receivables to consider whether an impairment loss should be recognised in accordance with SA Statements of GAAP, IAS 39 (AC133), Financial Instruments: Recognition and measurement.  As trade receivables had not been properly reconciled by the entity, I was unable to quantify the effect on the financial statements. 
Included in trade receivables is an amount of R3 621 508 in respect of which no supporting documentation was available.  Consequently I was unable to satisfy myself as to the existence, rights, completeness and valuation and allocation for this amount.
As a consequence of my inability to satisfy myself as to the completeness and accuracy of levy revenue and interest on accounts receivable, trade receivables is not completely and accurately accounted for.
As a result of the above matters, I am unable to satisfy myself as to the existence, rights, completeness and valuation and allocation of trade receivables. Due to the inadequate systems in place at the entity I am unable to quantify the effect on the financial statements. The limitation reported in the prior audit report on the corresponding figures has not been corrected by management.

Provisions  

A provision should be made for benefit certificates issued by the Medical Bureau for Occupational Diseases (MBOD) which had not been paid at year end in accordance with SA Statement of GAAP, IAS 37 Provisions, Contingent Liabilities and Contingent Assets.  The entity does not maintain appropriate systems to identify and record provisions. The provision of R680 812 130 (2009: R7 596 455) as disclosed in note 9 to the financial statements included amounts which had already been paid at year end, resulting in an overstatement of provisions.  
In addition, the amount recognised does not include several benefit certificates issued by the MBOD which had not been paid at year end.  A provision has not been raised for the amount that the entity still expects to pay in respect of the Eastern Cape Project.  There were no satisfactory audit procedures that I could perform to quantify the amount of the misstatement.  Consequently, I was unable to satisfy myself as to the existence, obligations, completeness and valuation and allocation of provisions. The limitation reported in the prior audit report on the corresponding figures has not been corrected by management.

Contingent Liabilities
SA Statement of GAAP, IAS 37 Provisions, Contingent Liabilities and Contingent Assets requires the entity to disclose contingent liabilities.  Contingent liabilities should be raised for all applications received by the MBOD at year end which have not yet been certified by the certification committee. The entity does not maintain appropriate systems to identify and record contingent liabilities.  I was unable to obtain a listing of applications made to the MBOD at year end which had not been certified by the certification committee to support the contingent liability of R278 584 205               (2009: R714 836 824) disclosed in note 17 to the financial statements.  Consequently I did not obtain sufficient appropriate audit evidence to satisfy myself as to the existence, obligations, completeness and valuation and allocation of contingent liabilities. The limitation reported in the prior audit report on the corresponding figures has not been corrected by management.

Adverse opinion
In my opinion, because of the significance of the matters described in the Basis for adverse opinion paragraphs, the financial statements do not present fairly the financial position of the Compensation Commissioner for Occupational Diseases in Mines and Works as at 31 March 2010 and its financial performance and cash flows for the year then ended, in accordance with SA Statements of GAAP and in the manner required by the PFMA and section 76 of the ODMW Act.
Emphasis of matter
I draw attention to the matters below. My opinion is not modified in respect of these matters:

Material losses through criminal conduct
As disclosed in note 6 to the financial statements, material losses to the amount of R107 153 were incurred as a result of a fraud that occurred during the year under review.

Going concern

As disclosed in note 20 to the financial statements there is a material uncertainty that may cast significant doubt on the entity’s ability to continue as a going concern and therefore it may be unable to realise its assets and discharge its liabilities in the normal course of operations.  Section 77A of the ODMW Act requires the Compensation Fund to be valued at such intervals as the Minister of Health may determine, but at least at three-year intervals.  The last actuarial valuation was conducted in September 2004.  An actuarial valuation has been delayed as a result of a breakdown in the Mine Workers Compensation System that occurred in 2006/07.  As a result, it is not possible to ascertain whether the Fund has adequate assets to settle all potential claims.  
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
In terms of the PAA of South Africa and General notice 1570 of 2009, issued in Government Gazette No. 32758 of 27 November 2009 I include below my findings on the report on predetermined objectives, compliance with the PFMA, ODMW Act and financial management (internal control).

Findings

Predetermined objectives

Non-compliance with regulatory and reporting requirements

No reporting against predetermined objectives, indicators and targets
The entity has not reported performance against predetermined objectives, as required by section 40(3)(a) of the PFMA because there is no approved strategic plan.
No approved strategic plan

The accounting officer of the trading entity did not prepare a strategic plan that is consistent with the period covered by the medium-term expenditure framework for approval by the relevant executive authority, as required by Treasury Regulation 5.1.1 and section 40(3)(a) of the PFMA.  As a consequence the entity did not report on pre-determined objectives. 

Compliance with laws and regulations

Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) and Treasury Regulations (TR)

Non adherence to requirements

· Contrary to the requirements of section 38(1)(a)(i) of the PFMA, the accounting officer did not ensure that the entity has and maintains effective, efficient and transparent systems of financial and risk management and internal controls.  
· Contrary to the requirements of TR 3.2.1 the accounting officer did not ensure that risk assessments were conducted regularly to identify emerging risks of the entity.  A risk assessment strategy was not developed and used to direct internal audit effort and priority.  The fraud prevention strategy in place did not address specific risks for the entity.  

· Contrary to the requirements of section 40(1)(a) of the PFMA, the accounting officer did not keep full and proper records of the financial affairs of the entity in accordance with prescribed norms and standards.  
· Contrary to the requirements of TR 15.10.1.2(j), bank reconciliations were not performed on a daily basis.  
Occupational Diseases in Mines and Works Act, 1973 (Act no. 78 of 1973)
· Contrary to the requirements of section 77A an actuarial valuation of the entity was not done within a three year period.

· Contrary to the requirements of section 10 and due to the non-functioning of the risk committee, uncontrolled mines and works were not declared as controlled.
· Contrary to the requirements of section 11 and due to the non-functioning of the risk committee, controlled mines and works were not cancelled where necessary.
· Contrary to the requirements of section 62(1) the entity did not determine the amount payable by the owners of the controlled mines and works.  
· Contrary to the requirements of section 64, interest has not always been charged on amounts due to the entity.  

· Contrary to the requirements of section 94(4), interest is not always raised on benefits awarded where this is necessary.

INTERNAL CONTROL 

I considered internal control relevant to my audit of the financial statements and the report on predetermined objectives and compliance with the PFMA and ODMW Act, but not for the purposes of expressing an opinion on the effectiveness of internal control. The matters reported below are limited to the deficiencies identified during the audit.

· Leadership

The accounting officer did not exercise oversight responsibility over the reporting and compliance with laws and regulations and internal control.

Decisive action is not taken to address risks relating to the achievement of complete and accurate financial and performance reporting.

· Financial and performance management

Systems are not appropriate to facilitate the preparation of the financial statements.
The financial statements were subject to material amendments resulting from the    audit.
OTHER REPORTS

Investigations in progress
An investigation is being conducted by internal audit into the fraudulent transfer of funds from the bank account of the entity during the year under review.  
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