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Managing a Combined Assurance Model

IN Public Sector

= King Ill and combined assurance

* Elements of combined assurance

" Practical examples




King Il

2.7.The board should be
responsible for the
governance of risk

2.6. The board should ensure
that the company has an
effective and independent
audit committee

2.2. The board should
appreciate that strategy,
risk, performance and
sustainabilityare
inseparable

2.9. The board should
ensure that the
company complies with
applicable laws and
considers adherence to
non-binding rules, codes

and standards 2.12.The board should
ensure the integrity of the
company’s integrated
report

2.10. The board should
ensure that there is an
effective risk-based
internal audit

2.13.The board should
report on the effectiveness
of the company’s system of
internal controls

2' 2.23.The board should
delegate certain functions

Boa I"dS to well-structured

committees but without
d nd abdicating its own

responsibilities

Directors




King Il — Audit Committee

3.6. The audit
committee should satisfy

itself of the expertise, 3.7. The audit committee
resources and should be responsible for

experience of the overseeing of internal
company’s finance audit

function

3.4. The audit committee 3.8. The audit committee
should oversee integrated should be an integral
reporting component of the risk
management process

3.9. The audit
committee is
3.2. Audit committee responsible for
members should be recommending the

suitably skilled and
experienced
independent non-

appointment of the
external auditor and
overseeing the

executive directors external audit process

3.1. The board should 3
ensure that the company
has an effective and
independent audit

committee Committee

3.10. The audit committee

. should report to the board

Au d It and shareholders on how it
has discharged its duties




Combined assurance




Benefits of combined assurance

Focus on key risk exposures
Minimise interruptions
Track remedial action
Improve reporting

Reduced assurance cost

Support for board




Assurance providers
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Management Risk and Independent

Legal

gontrol — Risk management External audit
ssessments
Health & Safety Internal audit
Special projects Exrfhange 0 &.HA(.:CP
requirements certification
systems requirements

Management review Snecialproiecs

/ inspections Compliance




Governance

Right Forum ?

/ Environmental nghF 5
"‘M i Information :

Repetition?
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\ Too much
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information?

Divisional
Operations Com

Project
Steering Com




Risk mapping and combined

GERIAGY
Strategic,
Operational and
Business Unit
Risks

assurance design

Identify who
provide
assurance and
what risks are
covered by
whom

Analyse the
different lines
and quality /

levels of
assurance and
GAPS

Determine what
assurance needs
to be provided to
who =
governance

Agreeon a
common
universe and
acceptable
methodology to
ensure credibility

Blue Print = risk based coverage, per assurance provider, to
right governance structure
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AIRPORTS COMPANY
SOUTH AFRICA




Risks ..... What risks ?
ON THIS PROTECT RISK 3: CLUELESSNESS THESE THIRTY-S
RISK 4: MICROMANAGE- || RISKS. TS

BEFORE 1 CAN
APPROVE 1T,

MENT, .

S Ak s wiwrwr. unitedmedia. o

to top management?

1987 Uniegd Foastureg Syndicate, In

Who’s the Risk Champion?
Who in this scenario can present
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_ Control vs. treatment plans A'RP?gJTi EF%EIAPA NY

Something leading  « Damage to aircraft
might happen.. To... = Aircraft damaged the runway due to collapsed nose
wheel

* Runway closure and delay in recovery of aircraft

* Liability insurance claim against ACSA

« Dead Aardvark /

H * Etc... /
caused by... , Anthills be

removed

Different

Z: methods

Controls \ TREATMENT PLAN




Commercial
Services

Aviation
services

Strategic
Planning

pvernance an

Assurance




SOMETHING 70O THINK ABOUT. %

AIRPORTS COMPANY
SOUTH AFRICA

A+B+C+D-E-=Cost of arealized risk

A = Direct cost of imposed risk

B = Subsequent Losses

C = Handling of risk.

D = Reputation

E = Claimable costs and reserves

Without a formal risk management process the cost of
realized risks can range between 12.5% and 20% of your
. business unit’s budget.







Johannesburg Water

Service
Delivery
Com

Divisional OPS and EXCO 16
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DENEL GROUP

What we see as benefits:

—Visibility to the board of key areas in the business and the key
interventions to ensure the internal control environment is sound

—Ensuring transparency regarding systems of internal control

—Challenge management regarding the adequacy of interventions
targeted at ensuring reliability of systems

—Placing of internal control environment back on the agenda of the
board and enabling board to be in a position to sign off on internal
control environment




DENEL GROUP

Combined assurance is important in optimizing risk, governance and

control oversight in an organisation.

It’s critical to ensure:

e Right amount of assurance

e Right areas are looked at

 Cost effectiveness
e Confidence in management is built

Extent depends on risk appetite




DENEL GROUP

Various companies are at different levels of maturity of implementation and the
approaches could be somewhat different - process followed at Denel.

*|dentified key areas in the business at an entity level working hand in hand with both
internal and external auditors

*|dentified assurances that are being provided by various parties, considered the
recently issued reports and how often reviews are done.

|dentified the nature of assurance provided in terms of self assessment exercises by
management, reviews, reconciliations and such other management interventions as
all process are subject to management monitoring in one form or the other.

Combined assurance matrixes are tabled once a year to entity audit and risk
committees. A consolidated document is tabled to group audit and risk committee.




Thank you

Contributors:
ACSA : Alicia Swart
[Alicia.Swart@airports.co.za]

Johannesburg Water : Edward Chikonyora
[edward.chikonyora@jwater.co.za]

DENEL : Fikile Mhlontlo
FikileM@denel.co.za]




