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Introduction

1. According to the Local Govemment Risk Management Framework of 2021, Combined Assurance is defined as “a
process that seeks to optimise the scope of assurance to the Institution by harmonising the work of various providers of
assurance through eliminating fragmentation and duplication of efforts.”

2. Combined Assurance provides a coordinated approach to all assurance activities to ensure that assurance provided
by the various assurance providers adequately address significant risks facing the Municipality and that suitable controls
exist to mitigate and reduce these risks. These assurance providers, amongst others, are as follows:

2.1 Management;

2.2 Internal assurance providers (Inter alia, Risk Management, Compliance Management, IDP and PMS,
Occupational Health and Safety and Legal Services); and

2.3 Internal Audit,

24 External assurance providers (Inter alia, External Audit and Regulators),

2.5 Audit Committee.

3. Integrating and aligning assurance processes in the Municipality will enable maximising risk and governance
oversight and control efficiencies, and optimise overall assurance to the Audit Committee, considering the
Municipality’s risk appetite. This will enable management to assign resources efficiently to mitigate the risks to an
acceptable level, identify who is responsible for each risk and enhance accountability.

Purpose

4. The purpose of the combined assurance framework is to enable improvement and sustain performance by
enhancing the system of risk management and combined assurance within the Municipality to protect against
adverse outcomes and optimise opportunities.

Regulatory Context

5. The Combined Assurance Framework has been developed in terms of the following prescripts:

5.1 The Constitution of the Republic of South African, 1996;

5.2 The Municipal Finance Management Act (MFMA), Act 53 of 2003;

5.2.1  Section 62(1)(c)(i) and 95(c)i) of the Municipal Finance Management Act (MFMA), which require the Accounting

Officers to ensure that their municipalities and municipal entities have and maintain effective, efficient and transparent

Page 4




5.2.2

systems of financial, risk management and intemal control; and

Section 20(1)b)iv) of the MFMA, which empowers the Minister of Finance to prescribe uniform norms and standards in terms
ofthis Act.

Best practice frameworks

7.1

7.2

7.2.1

7.2.2

8.1

8.2

8.3

9.1

The framework incorporates the requirements of the Batho-Pele principles, the Local Government Risk Management
Framework (Issued 2021) and the King Report on Govemance for South Africa, 2025; insofar as they concem risk
management and combined assurance.

The South African King codes on corporate governance is observed as one of the leading governance codes
competing favourably with other international codes, also regarding its reference to combined assurance. King V
(Principle 11) addresses the responsibility of combined assurance these pertain to Councils and its subcommittees.

Councils inter alia should:

Set the direction conceming the arrangement for assurance;
Assume or delegate the following responsibilities to the audit committee
Oversee the assurance arrangement achieve effective internal control environment

Safeguards the integrity of information used for internal decision making by management, council

and council committees and disclosed externally.
The King V report addresses the monitoring, assurance, and disclosure of risk, whereby Council should:

Ensure continuous risk monitoring by management;
Receive assurance regarding the effectiveness of risk management processes; and

Ensure that there are processes in place enabling complete, timely, relevant, accurate and accessible risk disclosure

to stakeholders.

King V recommends that Council should appreciate that the core purpose of the municipality, its risks and opportunities,
strategy, business model, performance and sustainable development are all inseparable elements of the value creation

process. Council should:

Assume responsibility for municipal performance by steering and setting the direction for the realisation of the core
purpose and values through its strategy;
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9.2 Delegate the formulation and development of short, medium and long term strategy to management;

9.3 Approve the strategy by considering:

9.3.1  Thetimelines and parameters of the short, medium, and long term;

9.3.2  The risks and opportunities relating to the municipal environment; and
9.3.3  The various forms of capital supporting the strategy.

9.4 Oversee whether the Municipality frequently and continuously assess the negative consequences of its activities and

output; and

9.5 Be alert to the general viability of the Municipality regarding its capital resources, its solvency and liquidity and its status

as a going concern.

10. King V (Principle 11) suggests that Council should assume responsibility for assurance by setting the direction concerming
the arrangements for assurance services. It should also oversee that a combined assurance model is designed and
implemented to effectively cover the significant risks and material matters of the municipality through a combination
of assurance providers. King V further recommends that Council should delegate the responsibility to the Audit
Committee to establish a combined assurance model to achieve the objectives of:

10.1  To assume responsibility for municipal performance by steering and setting the direction for the realisation ofthe core

purpose and values through its strategy;

10.2  The integrity of information used in decision-making; and
10.3  Supporting the integrity of external reports.

". The Intemational Standards for Professional Practice of Intemal Auditing (Standard 9.5) prescribes that the Chief Audit
Executive should share information and co-ordinate activities with other intemal and extemal providers of relevant

assurance and consulting services to ensure proper coverage and minimize duplication of efforts.

Benefits of Combined Assurance

12. By effectively implementing combined assurance, a number of tangible benefits will be derived, including:
121 Assurance activities that produce valuable integrated data and reporting, across different risks, processes and

information technology systems;

122 Reduction in repetitive reports to and by different role-players and enhancing improved and efficient reporting and
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12.3

124

12,5

12,6

12.7

13.
13.1

13.2

13.3

134

13.5

13.6

oversight;

Reduction in assurance costs through elimination of duplication and improved resource allocations;
Minimise business and operational disruptions;

Comprehensive and risk-based approach in tracking remedial actions on identified opportunities and risks;

Optimised assurance spent in that auditors are assisted in giving opinions on residual risk status, prevention of

assurance fatigue, minimised overlap between the lines of defence, and the prevention of possible ‘blind spots’; and

The use of combined assurance to support the Audit Committee and Council in making their control statements in the
annual report.

Combined Assurance will add value to the Municipality by:

Providing an understanding on who all the assurance providers are;
Providing a realisation of whatis assured;

Providing information that is reported within the govemance structures;
Allowing alignment of assurance to the critical risk exposures;

Ensuring coordination of the assurance activities; and

Ensuring consolidation of the risk and assurance profile.

Correlation with risk management

14.

15.

16.

Risk management is a systematic, co-ordinated and inclusive process which uses the Institution’s strategy and
objectives as the focal point to manage the range of risks and optimisation of opportunities to enhance the
achievement of the strategy and objectives. When properly executed, risk management provides reasonable, although
not absolute assurance, that the Municipality will be successful in achieving its goals and objectives.

The National Local Govemment Risk Management Framework, ISO 31000 standards and COSO risk management

frameworks are recognised as providing the best practice guidance on risk management.

Municipalities are bound by their constitutional mandate to provide services or products in the interest of the public.
No municipality has the luxury of functioning in a risk-free environment and municipalities are especially vulnerable to

risks associated with fulfilling their mandates.



17.

18.

19.

20.

21.

21.1

21.2

21.2.1

21.2.2

21.2.3

21.3

214

21.5

21,6

The public sector environment is fraught with unique challenges such as inadequate capacity, excessive bureaucracy
and silo mentality, limited resources, competing priorities and infrastructure backlogs. Such dynamics increase the risk
profile of the public sector as a whole and place an extra duty of care on public sector managers to contain risks within
acceptable limits.

Risk management is a valuable tool which increases a municipality's prospects of success through minimising negative
outcomes and optimising opportunities. Local and intemational trends confirm that risk management is a strategic

imperative rather than an option within high performing municipalities.

High performing municipalities set clear and realistic objectives, develop appropriate strategies aligned to the
objectives, understand the intrinsic risks associated therewith and direct resources towards managing such risks on

the basis of cost-benefit principles.

The MFMA clearly requires that municipalities must implement and maintain effective, efficient, and transparent systems
of risk management and intemal control.

The underlying intention is that municipalities should achieve, among other things, the following outcomes needed to
underpin and enhance performance:

More sustainable and reliable delivery of services;
Improve governance on Council, Accounting Officer and Senior Management level by:

Establishing areliable basis for strategic and operational planning and decision making underpinned by appropriate rigour
and analysis;

Efficiently allocating and using resources for risk treatment; and

Improving operational effectiveness and efficiency.

Innovation and areduction ininefficiencies and waste;

Prevention of fraud and corruption, unauthorised, fruitless and irregular expenditure;
Better value for money through more efficient and effective use of resources; and

Better outputs and outcomes through improved project and program management.

The Combined Assurance Model

22.

The Institute of Internal Auditors recently adjusted their combined assurance model, and it was redesigned as the



22.1

22.2

22.3

22.4

22.5

three lines model (previously known as the three lines of defence model). The model can be successfully applied to
the municipal environment, as the role players can be grouped as follows:
Council is the governing body who should take accountability to all stakeholders for organizational oversight. Their role

is designed around integrity, leadership and transparency;

Management will include the Accounting Officer, the executive management and the process owners in the firstline
roles. Their role is designed around the provisioning of products and services to their clients, establishing a system of

financial management and intemal control; and to actively manage risk within their areas of responsibility;

Risk Management, Fraud Risk Management, Compliance Management, Occupational Health and Safety, Legal
Services, Environmental Services, inter alia will operate as the second line and their role is designed around their risk
management, compliance and monitoring expertise, and specifically around ongoing monitoring of risks and to
challenge the firstline on risk related matters;

The internal auditors form the third line and provides independent and objective assurance and advice on all matters
related to risk management, intemal control and govemance aimed towards the achievement of municipal objectives;

and

The External Auditors and Regulators (e.g., National and Provincial Treasury) are included as an additional source
of assurance, although their legal mandate positions them outside the organization.

Diagram1  ThellA’s Three Lines Model (2020)

The lIA's Three Lines Model (2020)
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23.

23.1

232

23.3

234

23.5

24.

The relationships between the lines have also been documented. One key difference is the gearing towards the certainty

of the achievement of objectives rather than a primary focus on reducing risk. It includes the following:

Council delegates responsibility to management, directs the organisation towards the achievement of its objectives,
provides resources (assets, human and funding), and provides effective oversight. It also directs, through the Audit
Committee, responsibility to intemal audit, direct their audit plan towards arisk-based auditapproach, provides resources

and oversightregarding their effectiveness;
Management reports to Council on pre-determined times and is held accountable for their responsibilities;

Internal Audit reports to the Audit Committee on pre-determined times and is held accountable for their responsibilities;
and

Extemal assurance providers and regulators, who are independent from the organisation, provide assurance to Council

as well as senior management.

The combined assurance approach targets improved coordination and communication of timely and accurate
information to Council to aid in better decision making. It requires collaboration and high correlation to reduce

duplication of effort and more cost-effective assurance.

The Five Lines of Assurance (5 LOA) model is a superior alternative to the 3 lines model as it addresses
how specific duties related to risk and control should be assigned and coordinated within a municipality to have an
increased likelihood of achieving its objectives. The diagram below illustrates the five lines as follows:

Diagram 2  Layers of the five lines of assurance
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Combined Assurance
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¥ & Oversight

25. Under the oversight and direction of Council, the Accounting Officer and its strategic management team are
accountable for the selection, development, and evaluation of the system of internal control. Senior Management
must fully support strong govemance, risk management and control.

26. In addition, they have ultimate responsibility for the activities of the first and second lines of assurance. Their
engagement is criical for success of the overall model. It is the responsibility of the Accounting Officer and strategic

management team to design and implement processes that:

26,1 Demonstrate commitment to integrity and ethical values;
26.2  Exercise oversight responsibility and transparency;
26.3  Establish structure, authority and responsibility;
264  Demonstrate commitment to competence; and

26.5  Enforce accountability.

27. Each of the five lines plays a distinct role within the municipality's wider governance framework. Everyone in a
municipality has responsibility for internal control, but to help assure that essential duties regarding risk

and control management are performed as intended, 5 LOA clarifies specific roles and responsibilities. When 5§ LOA
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is properly structured, and it operates effectively, there should be:

27.1  Certainty about the achievement of objectives;

27.2  Minimised gaps in risk and enhanced control coverage;

27.3  Nounnecessary duplication of effort; and
27.4  Ahigher probability of risks and controls being effectively and efficiently managed.

28. Council will have increased opportunity to receive unbiased information about the certainty that the Municipality will

achieve its objectives and management's response to the most significant risks.

29. A municipality's main goal is to achieve its objectives, which involves embracing opportunities, pursuing growth,
taking risks, and managing those risks. Failure to take the appropriate risks, and failure to manage and control risks
taken, can prevent a municipality from accomplishing its objectives. There is, and always will be, tension between
activities to create value and activities to protect value. 5 LOA provides guidance, assigning roles and responsibilities

to parties that will increase the success of effective management of risk and control.

First line of assurance

30. The first line of assurance vests with the process and risk owners whose activities create and/or manage the risks
that can prevent a municipality’s objectives from being achieved. This includes taking the right risks. The first line
owns the risk, as well as the design and execution of the Municipality's controls to respond to those risks. The first
line of assurance is primarily handled by front-line and mid-line managers who develop and implement the

Municipality’s control and risk management processes.

31. The first line of assurance (risk owners) has primary ownership of risks and the risk response strategies
and treatment mechanisms used to manage those risks. These include internal control processes designed to identify
and assess significant risks, execute activities as intended, highlight inadequate processes, address control breakdowns,

and communicate to key stakeholders of the activity.

32. In practice the first line of assurance needs to confirm that they have put management controls in place and that they
have performed a control and risk self-assessment for the processes within their control.

Second line of assurance

33. The second line supports management with particular expertise, process excellence and ongoing monitoring
processes. It includes various risk management and compliance functions to monitor whether controls and risk
management processes implemented by the first line of assurance are designed appropriately and operating as
intended.
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34. Functions in the second line are typically responsible for ongoing monitoring of risk, control and compliance. They
often work closely with operating management to help define the risk management implementation strategy, provide
expertise in risk management, guide the implementation of policies and procedures, and collate information to

create a municipal-wide view of risk and control. The responsibilities of the second line of assurance typically include:

341  Assisting management in design and development of processes and controls to manage risks;

34,2 Defining activities on how to monitor and measure success as compared to management expectations;

34.3  Monitoring the adequacy and effectiveness ofintemal control activities;
344  Escalating critical issues, emerging risks and outliers;

34,5  Providing and updating the risk management framework;

346 Identifying shifts in the Municipality’s implicit risk appetite and risk tolerance;
34.7  Measure and report when residual risk exceeds the risk appetite and risk tolerance levels;

348  Providing guidance and training related to risk management, control and compliance processes; and

349  Participating with Internal Audit, Management and external audit in the development of the combined assurance

plan for the Municipality.

Third line of assurance

35. The third line provides assurance to the Accounting Officer and Council regarding the design, implementation and
effectiveness of both risk management and intemal controls. The third line of assurance is typically not pemitted to
perform management functions to protect its objectivity and independence.

36. The third line has a reporting line to Council by reporting to the Audit Committee. The IIA defines internal auditing as
‘an independent, objective assurance and consulting activity designed to add value and improve a municipality's
operations. It helps a municipality accomplish its objectives by bringing a systematic, disciplined approach to evaluate
and improve the effectiveness of risk management, control, and governance processes.” Among other roles,
Internal Audit provides assurance regarding the efficiency and effectiveness of govemance, risk management, and

intemal control.

37. Internal Auditors are optimally positioned for providing reliable, independent and objective assurance to Council
and Senior Management regarding governance, risk, and control. Internal audit actively contributes to effective
municipal governance providing certain conditions fostering its independence and professionalism are met.
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Fourth line of assurance

38. The fourth line of assurance are External auditors to provide assurance regarding the financial statements and the
corresponding transactions, as well as assurance on compliance with key legislation, regulations, policies and

procedures.

39. External assurance providers also provide additional assurance to satisfy legislative and regulatory expectations that
serve to protect the interest of the public and satisfy requests by Management and Council (Council governing bodies)

to complement internal sources.

Fifth line of assurance

40. The Audit Committee fulfils the fifth line of assurance, enabling Council to fulfil its responsibilities. Senior management
and the Council collectively have responsibility for establishing a municipality’s objectives, defining high-level strategies
to achieve those objectives, and establishing govemance structures to best manage risk. King IV outlines the key

principles that Councils should endorse. Council should:
40.1  Lead ethically and effectively and govern the ethics of a municipality in a way that supports an ethical culture;

40.2  Ensure thatthe Municipality is and seen to be a responsible corporate citizen;

40.3  Appreciate that the Municipality’s core pumpose, its risks and opportunities, strategy, business model, performance and

sustainable development are all inseparable elements of the value creation process;

404  Ensure that reports issued by the Municipality enable stakeholders to make informed assessments of the Municipality’s

performance and its short, medium and long term prospects;

40.5  Serve as a focal point of and custodian of good govemance in the Municipality and should comprise an appropriate
balance of knowledge, skills and experience, diversity and independence to discharge it governance role and
responsibilities objectively and effectively. It should ensure that the appointment of, and delegation to management

contribute to role clarity and the effective exercise of authority and responsibilities;

40.6  Ensure that the evaluation of its own performance and that of its committees and the individual Councillors, and
support continued improvement in its performance and effectiveness;

40,7  Govem risk, technology and information and compliance with applicable laws, regulations, policies, procedures and

contractual obligations in such a way to support the Municipality in setting and achieving its strategic objectives; and

40.8  Ensure that assurance services and functions enable an effective control environment, and that these support the

integrity of information for internal decision-making and of the Municipality's external reports.
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Audit Committee responsibilities for Combined Assurance

41.

41.1

41.2

41.3

414

41.5

41.6

42.

43.

44.

In compliance with Section 166(2) of the MFMA, Council has an Audit Committee which is an independent body
advising the Council, the political office-bearers, the Accounting Officer and the management staff of the Municipality,

on matters relating to:

Govemance, Risk management and Intemal control;

Accounting policies, Adequacy, reliability and accuracy of financial reporting and information and Annual financial

statements;

Performance management;

Compliance with MFMA, DoRA and other applicable legislation;
Issues raised by the Auditor-General and Internal Audit; and
Monitoring and evaluation of the Intemal Audit Unit.

The Audit Committee is an independent committee responsible for oversight of the municipality’s govemance, risk
managementand control, and should provide an independent and objective view of the Municipality's achievement of
its objectives and its risk management effectiveness. Responsibilities should include reviewing and recommending
disclosures on risk in the annual report, providing feedback on the adequacy and effectiveness of risk management,
including recommendations for improvement, ensuring internal and external plans are aligned to the Municipality's
risk profile, and satisfying itself that financial reporting risks, internal financial control and information

technology risks are appropriately addressed.

The King IV report states that the Audit Committee should ensure that a combined assurance model is applied to provide
a coordinated approach to all assurance activities, and that it includes as recommended practice the principle that
the Audit Committee should ensure that combined assurance is appropriate to address all the significant risks facing
the Municipality, and furthermore, should monitor the relationship between the exteral assurance providers and the

municipality.

It should be reiterated that the Audit Committee’s responsibilities for combined assurance have now been expanded to
include all significant risks and is not limited to financial and information technology risks only. With combined
assurance the Audit Committee will be able to fulfil the oversight function much more effectively and efficiently.
Combined assurance can be used to provide the Audit Committee with the comfort that significant risks, including strategic
risks, and the actions to mitigate the risks, have been subjected to assurance procedures.
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45.

45.1

45.2

45.3

45.4

46.

47.

48.

49.

The Audit Committee should:

Ensure thatthe responsibilities of the Audit Committee for combined assurance are appropriately reflected in the Audit

Committee Charter;

Review the combined assurance framework/plan and ensure that the framework/plan can be clearly linked to the
risk analysis, and that all the high-risk areas identified in the risk analysis are covered in the combined assurance plan.

This would include ensuring that when the risk profiles change, the combined assurance plan is updated;

Ensure that risk analysis includes the strategic risks as well as the significant risks within the different assurance areas,

including for example, but not limited to, forensics, legal, financial, environmental, occupational health and safety; and

Ensure thatthe combined assurance planlinks the risks to the activities/mitigating actions and the responsible assurance

providers, with an indication of the frequency of the actions.

Where Internal Audit, as per standard 9.5, has been identified in the combined assurance plan as responsible for
co-coordinating the inputs received from the different assurance providers on the execution of the plan, the Audit
Committee needs to review quarterly reports from them that reflect actual performance by the different assurance
providers and compare this with the combined assurance plan. The Audit Committee should also review the

corrective actions taken where identified risks are not being covered by assurance activities.

Where Internal Audit has been identified in the combined assurance plan as one of the assurance providers, the Audit
Committee needs to ensure that the activities allocated to intemal audit in terms of the combined assurance plan are

included in the scope of coverage and in the internal audit plan.

Where External Audithas been identified in the combined assurance plan as one of the assurance providers, the Audit

Committee needs to confirm with External Audit that the work performed by them will warrant such reliance.

The Audit Committee should consider the extent to which they were able to fulfil their combined assurance

responsibilities and reflect that appropriately in the Audit Committee report.

Combined Assurance Reporting

50.

o1.

The first four lines of assurance serve the same ultimate stakeholders, and they often deal with the same risk and control
issues. Senior Management and Council should clearly communicate the expectation that information be shared and
activities coordinated among the four lines where this supports the overall effectiveness of the effort and does not diminish

any of the line’s key functions.

While they have the same objective, each line has its own unique roles and responsibiliies. They are separate lines but
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should not operate in silos. They should share information and coordinate efforts regarding governance, risk and control.
In many situations there could be a shared perspective regarding risk and control. Careful coordination is essential

to avoid unnecessary duplication of efforts while assuring that all significant risks are addressed appropriately.

52. The second line (risk management) provides expertise in risk, helps to determine the risk management
implementation strategy, and assists in the implementation of related policies and procedures. The second line ensures
that all risk owners (the first line) apply a common risk language and consistent set of risk management processes and
tools, to enable the monitoring, review and reporting on risks and risk management performance across the

municipality while consistently challenging management on risk related matters.

53. The term "assurance' refers to the verification of risk mitigation and intemal control. It embraces the tasks of intemal audit,
management reviews and specialised audits that test and validate the control environment:

55.1. Combined assurance feeds into integrated reporting as recommended by King IV, although integrated reporting is

outside the scope of this document;

Diagram3  Combined assurancefintegrated reporting

54. The backbone of a combined assurance model is to ensure that all the lines of assurance are:
54.1  Aligned to the municipal strategic and operational objectives approved by the Council; and

54.2  Aligned to a commonly accepted view of the risks that will prevent the municipality achieving its objectives.
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B5. A municipality looking to apply this model effectively and efficiently is setting itself up for failure if it does not have a robust,
mature risk management process. Conversely, a municipality that has a risk management process, but no combined
assurance model, is missing a vital piece of this puzzle.

56. Combined assurance seeks to reduce duplications in assurance processes and prevent any key controls from being
missed by assurance providers. This approach to assurance nommally has a risk foundation. Risks are aligned fo the
approved strategic objectives. Risk registers are used to design the annual assurance plans. An assurance plan is one
of the primary means by which the Accounting Officer receives confirmation that risk responses and intemal controls
are appropriately designed and implemented. A risk-based assurance plan follows the outputs of the risk identification,

assessmentand control evaluation processes.

7. It is commonly accepted that assurance should be designed on an integrated basis. This means that there is a
coordinated plan to provide a spread of assurance providers for the key controls. The principle of integration lies in the
arranging of specialist assurance providers based on a rational allocation of resources.

58. Assurance providers usually have an existing assurance role, for example intemal auditors, insurance surveyors, safety

auditors, environmental surveyors, quality auditors, stakeholder satisfaction surveys, credit auditors, etc.

Applicability

59. Combined assurance can only effectively be applied in risk mature municipalities. It requires a solid understanding of risk,

the roles of the five lines of assurance, and correlation between the different assurance providers.

60. Internal Audit should also provide assurance on the effectiveness of the risk management process. Intemal Audit should

also ensure thatthey can rely onwork performed by other assurance providers.

61. Extemal auditors will provide assurance on financial and compliance risks, by auditing the reliability and integrity of the
financial statements, and the compliance with relevant laws, regulations, policies, procedures and contractual

obligations.

Implementing effective Combined Assurance

62. Identifying Role Players - As the first step, the Accounting Officer should appoint Intemal Audit, as per standard 9.5. Intemal

Audit function has a responsibility of coordinating and placing reliance on assurance providers.

63. Assess potential for combined assurance - The second step entails establishing a high-level understanding of who
the assurance providers are for the risk exposures facing the Municipality. Ideally, assurance providers should be
separated in terms of first, second, third line, fourth and fifth line of defence of assurance i.e., management-based
assurance, risk and compliance-based assurance and independent assurance respectively.
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64.

65.

66.

67.

68.

Test Coverage of Assurance - The third step in the process is to test the coverage of assurance provided through
interaction with recipients and assessment of reports to establish what is being done and for what reasons. This test

will ensure coordination of efforts and reduce duplication.

Risk Focus - In the fourth step a full understanding is established of what assurance is currently being provided and what
needs to be provided based on the strategic and operational risk profiles of the municipality. This step will allow a detailed
gap analysis to be developed and inform the next step in the process.

The different lines of assurance are mapped to the identified risks and detail work performed to provide the expected
assurance. Risk information should be regularly and centrally maintained. It might not be feasible to consider all
identified risks in the Combined Assurance Model. It is recommended that the limit is set in terms of risk
severity (which should be in line with the risk appetite and tolerance levels of the municipality). The risk rating will
therefore be the criteria for incorporation in the Combined Assurance Model. This approach will simultaneously ensure

that the assurance is worth the cost.

Combined Assurance Application - The final step requires stakeholder acceptance of the approach and respective
responsibilities through identifying the recommended areas of assurance and articulating the nature ofthe assurance
activities. The detailed gap analysis should highlight four areas of assurance, i.e., extensive assurance, moderate

assurance, inadequate assurance, orno assurance.

Adequate assurance coverage must be addressed by the Combined Assurance Champion in conjunction with the
Accounting Officer. The third line of assurance will then be responsible for reporting on the adequacy of assurance
provided by the implementation of combined assurance. Lastly, the assurance provided must be credible. It is
recommended that Executive Management and Council ensure that both intemal and extemal assurance providers are

appropriately skilled and experienced to follow an adequate approach.

Requirements to qualify as an assurance provider

69.

69.1

69.2

69.3

69.4

Assurance providers play a pivotal role in overall good govemance and effective risk management. The following

assurance providers forms the minimum baseline:

Risk owners or process management;
Risk management;
Performance management;

Compliance or inspections;
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69.5 Internal Audit and External Audit;
69.6  Forensic Audit; and
69.7  Engineering or Environmental evaluations.

70. The requirements to qualify as an assurance provider includes the following:

f
Independenceand Independent reporting lines, no recent direct involvement and/or work done

objectivity in the arealaspects to provide assurance on.
' Conflict of interest | Inthe areas/aspects in which assurance is to be provided, there should not be

any conflict of interest (could require a declaration in this regard).

Skills and experience | The assurance provider should have the appropriate skills and experience to

effectively conduct the assignment.

Qualifications The assurance provider should hold appropriate qualification(s) and should be

registered with the relevant professional institution.

Assurance methodology | A sound audit/review methodology should be adopted by the assurance
provider. Ideally, a risk-based approach should be followed. The reported

findings and opinions should be supported by adequately documented

working papersfaudit trails.

71. Any reliance on an assurance provider will be based on independent evaluation by internal audit. Independent

evaluation will include an assessment of:

71.1  Theindependence and objectivity of the assurance provider,

712 Confimation thatthere is no conflict of interest;

71.3  Qualifications and professional membership of the assurance provider;
714 The skillsand experience of the assurance provider; and

71.5  Anevaluation of the methodology applied in the process. Itis important to ensure that the scope of the assurance
provided aligns with the key objectives, strategic risks and key focus areas. Assurance will only be useful if it fits into

the assurance map in a direct and measurable basis.
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2.

73.

74.

Intemal Audit needs to include the auditing of the control risk self-assessment (“CRSA”) process for design and
implementation and its effective application by the risk owners. CRSA is not a tick-box exercise, but a process that
needs to be well designed, documented and preferably be included in the Risk Management system. Without
independent assurance on CRSA, no reliance can be placed on it. Without this reliance it will effectively mean that risk

owners state that their risks are effectively controlled, and internal audit accept that statement on face value.

Internal Audit also need to audit the design and implementation of an effective risk management process (‘RMP”).

Without independent assurance on RMP, no reliance can be placed oniit.

The same principle would apply should other assurance providers be added to the combined assurance matrix.

Combined assurance map and risk universe

75.

76.

77.

78.

79.

79.1

79.2

79.3

In the municipal strategy, defined in terms of a mission, vision and/or purpose, Senior Management sets out (with Council
oversight) what the Municipality aspires to achieve - explicitly establishing the Municipality’'s broad-based reason for
being.

Management identified strategic objectives, formulated strategy, and established related operational implications,
performance criteria, compliance requirements and reporting objectives for the Municipality.

The Municipality's mission and strategic objectives are generally stable, but its strategy and many related objectives
are more dynamic and adjusted for changing internal and external conditions, and emerging risk scenarios. As they

change and continue to do so, strategy and related objectives are realigned with strategic objectives.

Strategic objectives reflect management’s choice as to how the Municipality will seek to create value for its
stakeholders. In considering alternative ways to achieve its strategic objectives, management identifies and

assesses risks associated with a range of strategy choices and consideration of theirimplications.

The risk universe which directs the scope of the combined assurance report, includes the following:

Critical systems - those process identified by Senior Management as having a significant impact on the successful
delivery of strategic priorities or whose failure could result in significant damage to reputation, financial loss, orimpact

on human resources and/or customers;

Due diligence activities - those that support the running of the Council and ensure compliance with laws, regulations,
policies, procedures and contractual obligations;

Key risks - as identified in the strategic risk register, operational risk registers or associated with major

new business strategies or change;
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79.4

79.5

80.

81.

82.

83.

Key projects - supporting the successful delivery of priorities and activities; and
Key partnerships - that play a key role in successful delivery of services.

Effective application of the combined assurance model is reliant on an accurate population of the risk universe. The
Municipality must map the universe in the strategic plan based on the key performance areas. The key performance
areas must also link to the strategic risk register. The mapped universe forms the foundation of the combined assurance

report and the structuring of the risk and control assessments.

Effective risk management provides reasonable assurance that a municipality’s reporting objectives are being achieved.
Achieving reporting and compliance objectives is largely within the Municipality's control but there is a difference when
itcomes to strategic and operational objectives, because their achievementis not solely within the Municipality's control.
It is exposed to external events - such as change in government, mother of nature conditions, exchange rate

fluctuations and oil prices.

For strategic and operational objectives, risk management can provide reasonable assurance that management and,
inits oversight role, Council are made aware, in a timely manner, of the extent to which the Municipality is moving toward

achievement of these objectives.

Ifthe Municipality's objectives are not aligned to the Municipality’s risk appetite. Misalignment could result in not accepting
enough risk to achieve the objectives, or conversely, putting the Municipality’s survival at risk by accepting too much risk.
Effective risk management does not dictate which objectives management chooses, but that management has a
process that aligns strategic objectives with the Municipality's mission and that ensures the chosen strategic and
related objectives are consistent with the municipality’s risk appetite, and risk bearing capacity.

Culmination of the process

84.

The process can be documented and reflected on the attached template (Please referto Annexure “A’ in this regard).
The template details the (5) five lines of assurance which is mapped to the risk profile of the organisation. The cross
reference will then detail the assurance coverage. Judgement can be made on over or under assurance and
adjustments may be made accordingly. The template can also be used for reporting purposes. An annual process
must be developed to evaluate and report to the Audit Committee on the adequacy, effectiveness and efficiency of
the development and implementation of the combined assurance framework.

Page 22



Glossary of terms

Accounting Officer

In relation to a municipality, the Municipal Manager (as referred to in
section 60 of the MFMA),

Audit Committee

Anindependent committee constituted to review the effectiveness of
control, govemance, and risk management within the Municipality,
established in terms of section 166 of the MFMA.

Chief Audit Executive

A senior official within the municipality responsible for internal audit
activities (where internal audit activities are sourced from extemnal
service providers, the Chief Audit Executive is the person
responsible for overseeing the service contract and the overall

quality of the services provided).

Chief Risk Officer

A senior official who is the head of the risk management unit.

Combined assurance

A process that seeks to optimise the scope of assurance to the
Institution by harmonising the work of various providers of
assurance through eliminating fragmentation and duplication of
efforts.

CAP

Combined Assurance Plan.

Compliance risks

Compliance risks include the risk that laws, regulations, policies,
procedures, and contractual obligations will be breached. This would
typically include risks associated with legal and regulatory

obligations.




Framework

The Local Govemment Risk Management Framework.

Governance The act of directing, controlling, and evaluating the culture, policies,
processes, laws, and mechanisms that define the structure by which
municipalities are directed and managed.

HA The Institute of Internal Auditors

Integrated assurance An integrated coordinated approach by two or more assurance

providers, for the purpose of providing the most effective and
complete independent assessment on risk management, control,

and governance processes for their municipality.

Integrated risk management

A continuous, pro-active, and systematic process to understand,
manage and communicate risk from a municipal-wide perspective
in a cohesive and consistent manner. It requires an ongoing
assessment at every level and in every sector of the Municipality,
aggregating these results at the executive level, communicating

them, and ensuring adequate monitoring and review.

Internal Audit

An independent, objective assurance and advisory activity designed
to add value and improve a municipality's operations. It helps a
municipality accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of

risk management, control, and governance processes.
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Municipality(s)

A local municipality is govemned by a municipal Council elected by
voters resident in the area. There are three different systems by
which the executive government of the Municipality may be
structured. In the plenary system, executive powers are vestedin the
full Council, and the mayor is chairperson of the Council. The
Constitution defines the areas and topics for which municipal
governments are responsible. National legislation divides this
responsibility between the district municipalities and the local

municipalities.

Council Council of a municipality as referred to in Section 18 of the Municipal
Structures Act, as defined in Section 1 of the MFMA.

King Il King 3 report on govemance in South Africa, 2009.

King IV report King 4 report on corporate governance in South Africa, 2016, and
specifically part 6.2: Supplement for municipalities.

Management All officials of the Municipality except for the Chief Risk Officer and
officials reporting to him/her.

MFMA Municipal Finance Management Act (Act No. 56 of 2003), as
amended.

Risk Risk is about the uncertainty of events, including the likelihood of
such events occurring and its effects, both positive and negative, on
the achievement of the Municipality's objectives. Risks include
uncertain events with a potential positive effect on the Municipality (i.e.,
value creation opportunity) not being captured or not materialising.

Risk Appetite Risk appetite can be defined as the amount and type of risk that a

municipality is wiling to take to meet their strategic objectives.

Municipalities will have different risk appetites depending on their
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maturity, location, culture, and objectives. A range of appetites exist

for different risks, and these may change over time.

Risk Management

Systematic and formalised processes to identify, assess, manage, and

monitor risks.

Fraud and Risk Management

A committee appointed by the Municipal Manager to govem (guide,

Committee (FARMCO) monitor and review) the Municipality's system of risk management.

Risk Management Unit A business unit responsible for coordinating and supporting the overall
municipal risk management process, but which does not assume the
responsibilities of management for identifying, assessing, and
managing risk.

Risk Owner The person accountable for managing a particular risk.

Strategic risk Strategic risks are those internal and extemal events and

scenarios that can inhibit a municipality's ability to achieve its
strategic objectives. This would typically include risks associated with
govemance, the business model, and the industry/economic

environment.
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COMPLIANCE AND ENFORCEMENT

85. Violation of or non-compliance with the Combined Assurance Framework will give a just cause
for disciplinary steps to be taken.
86. It will be the responsibility of all Managers, Supervisors, Executive Committee and Council to

enforce compliance with these procedures.

DEVIATION CLAUSE

87. In the event of unforeseen circumstances, deviation from the Combined Assurance Framework
may be approved by the council subject to consultations with relevant structures such as
Treasury, COGTA and etc.

DISPUTE RESOLUTION

88. Any dispute arising out of the implementation of this Combined Assurance Framework shall be
referred to the Treasury or COGTA or any other structure established for the purposes of
resolving disputes.

AMENDMENT AND/OR ABOLITION OF THE COMBINED ASSURANCE FRAMEWORK

89. This Combined Assurance Framework may be partly amended or repealed by the Council after
consultation and interaction with Management.

APPROVAL

a. APPROVAL OF THE COMBINED ASSURANCE FRAMEWORK

90. Combined Assurance Framework will be approved and adopted by the council on
recommendation by the Municipal Manager and the Chairperson of the Audit and Performance
Committee.

91. This Combined Assurance Framework will be reviewed annually.
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ADOPTION AND APPROVAL OF THE COMBINED ASSURANCE FRAMEWORK BY COUNCIL

This Combined Assurance Framework is adopted and approved by Amahlathi Local Municipality Council
for implementation.

Effective from (Date)

Approved by Resolution Number on this the day of 20

20

DATE

MUNICIPAL MANAGER

% caru7p
¥

MS N NGEWU
ACTING CHAIRPERSON: AUDIT AND PERFORMANCE COMMITTEE

CLLR. N. MLAHLEKI
SPEAKER
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