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The Minister for the Public Service and Administration (MPSA) is responsible for establishing norms and
standards as per section 3 of the Public Service Act, 1994 and may prescribe minimum norms and standards
as per section 16 of the Public Administration Management Act, 2014. The setting of appropriate Public
Administration norms and standards, which are measurable to ensure that there is an impact of the
implementation of key policies, is a critical first step to ensure effective compliance monitoring, to bring about

the necessary change needed to build the capacity, capability and functionality of the State.

To strengthen accountability, improve and ensure compliance by State institutions with the Public
Administration prescripts and regulations as issued by the Minister for the Public Service and Administration;
the Public Administration Management Act, 11 of 2014 was therefore developed and signed into law by
the President of the Republic of South Africa in December 2014. With effect from 1 April 2019, through a
Proclamation issued by the President, sections 16 and 17, of the Public Administration Management Act, 11
of 2014 came into operation. When these sections of the Act became operational, the Office of Standards

and Compliance was therefore established as from the1st April 2020.

According to the Public Administration Management Act, 11 of 2014 section 17 (4)(d) the office has an
obligation to conduct Capacity and Functionality audits of skills, systems, processes and advise on capacity
building initiatives. The objects of the Office of Standards and Compliance, as per section 17 (6), are to
ensure compliance with minimum norms and standards set by the Minister for the Public Service and

Administration (MPSA) in section 16 of the Public Administration Management Act, 11 of 2014.

As a result, this framework seeks to operationalize section 17 (4)(d), of the Public Administration Management
Act, 11 of 2014 and gives guidance to the Office of Standards and Compliance on how to conduct Capacity
and Functionality audits in the public service, with a clear focus on ensuring compliance; and this framework
does not fall within the provision of the Public Audit Amendment Act, 5 of 2018, which assign functions to the

Auditor-General of South Africa for them to conduct their audits.

The framework will therefore outline the underpinning policy and legislative mandates, Capacity and
Functionality elements, implementation strategies, approach to audit areas, audit methodologies, evidence,
data collection methods, capacity building initiatives, issuing of audit reports, post-audit improvement and
technical support. The framework will therefore assist the Office of Standards and Compliance in performing
high quality and independent audits in an objective and fair manner that promotes transparency,

accountability aimed at helping building the capacity, capability and functionality of the State.
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AGSA Auditor-General of South Africa
DPSA Department of Public Service and Administration
EA Executive Authority
HOD Head of Department
HR ' Human Resource
HRD Human Resource Development
HRM | Human Resource Management
HRM&D | Human Resource Management and Development
ICT  Information and Communication Technologies
MTEF | Medium-Term Expenditure Framework
MTSF | Medium-Term Strategic Framework
MMS  Middle Managerial Service
MPSA | Minister for the Public Service and Administration
M&E Monitoring and Evaluation
NQF National Qualifications Framework
OECD | Organisation for Economic Co-operation and Development
NSG = National School of Government
OSC Office of Standards and Compliance
OTP  Office of the Premier
PAA  Public Audit Act
PAMA  Public Administration Management Act
PERSAL @ Personnel and Salary Administration System
PFMA | Public Finance Management Act
PSETA | Public Services SETA
PSC  Public Service Commission
PMDS | Performance Management Development System
PSA  Public Service Act
PSR ' Public Service Regulations
SAQA  South Africa Qualifications Authority
SMS | Senior Management Service
UNDP | United Nations Development Programme
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Audit

An audit within the context of the Office of Standards and
Compliance, will be understood as any type of Capacity and
Functionality =~ examination conducted independently by
authorized officials to State institutions on Public Administration
norms and standards related to skills, systems and processes
which are affecting the capacity, capability and functionality of
the State.

Auditee

Auditee means any State institution that is or is to be audited in
terms of Capacity and Functionality in accordance with the
principles of this framework, which falls under the provision of
the Public Administration Management Act, 2014.

Auditor

Refers to an official appointed in terms of the Public Service Act,
1994 within the Office of Standards and Compliance, who have
successfully attended any relevant audit training and subscribes
to the code of conduct for the auditors, as would have been set
out in this framework.

Audit System/Application

Refers to electronic system/application designed and used by
the auditors to independently manage the audit processes for
the Public Administration skills, systems and processes of any
State institution in terms of the Capacity and Functionality.

Audit Notice

Audit notice is a unique document prepared for each auditee,
before commencement of any audit in a State institution. The
notice will indicate the purpose of the audit, date of the audit,
estimated duration of the audit and the audit schedule etc.

Audit Outcome

These are the results of the conducted audit, which uses evidence
from the examination to allow for a factual Statement. It results
in recommendations in terms of capacity building initiatives that
will assist to better achieve the State institutions objectives.

Capacity Audit

This is the independent examination of a State institution to
determine the ability to successfully apply all skills and other
resources to accomplish its goals and satisfy its mandate.

Capacity Building Initiatives

Capacity building initiatives are post-audit proposed strategies
in which State institutions can improve the Public Administration
skills, systems and processes needed for institutional
effectiveness.

Compliance

The State in which something is in accordance with established
legislation, guideline or specification; and is understood as
adhering to the requirements of laws, industry or organisational
standards and codes, principles of good governance and
accepted ethical standards.

Compliance Audit

Is a formal review of a State institutions procedures and
operations mainly focusing on whether an entity is complying with
internal rules, regulations, policies, norms and standards.

Corporate compliance

Applies to the rules, regulations and practices a State institution
puts into place for compliance, according to both external
regulations and internal policies.

Directive

An order or instruction directed to an official or organ of State
on how to act on a specific matter. A directive is more specific
and could be directed at the implementation of a specific aspect
of a policy.

Enforcement

Enforcement refers to the actions that are taken to impose
compliance with compulsory rules, regulations, standards or
procedures etc.

Functionality Audit

This is the independent examination of a State institution to
determine whether the deployed Public Administration systems
and processes are functioning effectively and efficiently as set
out in the norms and standards.

Improvement /Remedial plan

Improvement or corrective plans developed jointly by the
management and staff, to address problems identified during
the Capacity or Functionality audit and outline the actions to be
taken to address gaps or non-compliances.

Regulation(s)

Flows and derives from an Act of legislatures, which are intended
to amplify the content of the original legislation for the purpose
of implementation on the part of the policy implementers.

Regulatory compliance

Regulatory compliance applies to the rules, regulations and
practices a State institution puts into place for compliance,
according to external regulations.

Norm

A principle of right action binding upon the members of a group
and serving to guide, control, or regulate proper and acceptable
behaviour.

Processes
Refers to the prescribed series of actions, which are carried out
in order to achieve a particular result.

Risk Assessment

Is performed to obtain an understanding of the State institutions
environment, thus including internal controls in order to identify
areas of potential risks for audit i.e. probability of occurrence
and severity of impact.

Standard
A standard is a level of quality or attainment.

State Institution

A State institution means a national or provincial Department or
a national or provincial Government component thus including the
Office of the Premier’s.

Skill

A skill is the learned ability required to perform a particular task.

Systems
Systems refers to a set of principles or procedures according to
which something is done.
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1.1 The Background

The Department of Public Service and Administration is one of the major Departments through which the
Government of South Africa operates. In its entire design since inception, the department has been functioning
as a policy making institution that does not offer services directly to citizens but provides an enabling
environment to ensure that the other Departments that deliver services are properly capacitated with policies,

regulations and guidelines that are related to skills, systems and processes.

The department draws its legislative mandate from the Constitution of the Republic of South Africa, the Public
Service Act, 1994 (PSA) and the Public Administration Management Act, 11 of 2014 (PAMA). Moreover, the
department is also directed by Chapters 13 and 14 of the National Development Plan, 2030 (NDP), which
outlines a vision for building a capable State as well as promoting accountability and fighting corruption,
and thus makes it both the leading and contributing department for the various interventions to be achieved

under Government Priority one (1) -"A capable, ethical and developmental State”.

| — - DEVELOPMENTAL

=
ETHICAL STATE A developmental State aims to meet
CAPABLE STATE people’s needs through interventionist,
An ethical State is driven by the e 7
A capable State has the required human constitutional values and principles of A der':i:.i::’;?;::,;';i'l,:{:“: :':zoz‘:::":“
apabilities, institutional capacity, servic Public Administration and the rule of A mon'cI'SQch dvi?r e Bt et
processes and technological platforms to law, focused on the progressive im"e:, and notindividual or“ ‘ﬁzm,
deliver on the NDP through a social lisation of soci ic rights and e o T e A e
contract with the people. social justice as ?uilimd in the Bill of socio'ylloa ding dniactive chizenty
Rights. 1 through partnerships with all sectors of

society.

Figure 1: Government Priority One

As a Department that is responsible for leading the creation of a capable, ethical and developmental State;

the Department has identified a number of interventions to be implemented over the 2020-2025 Medium

Term Strategic Framework (MTSF) period of which are aimed at serving as the guide post. Some of the key

interventions to be implemented includes other than the;

B Development of regulations to enable the full implementation of the Public Administration Management
Act, 11 of 2014;

B Provision of support to the national and provincial Departments to improve compliance to the Public
Administration legislative prescripts and to enforce compliance where required;

B Stabilising the Public Service by restoring stability and credibility in State institutions;

FRAMEWORK FOR PUBLIC ADMINISTRATION CAPACITY AND FUNCTIONALITY AUDITS |
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B Implementation of a number of measures to ensure efficiency and sustainability of running Public
Administration, including cost effective operations, a sustainable wage bill, ICT Expenditure and the
realisation of value for money, especially with respect to the effective delivery of services to the South
African citizens and

B Fighting corruption by inculcating a culture of accountability, ethical and professional standards of all

civil servants as well as strengthening discipline management within the Public Service.

The objects of the Office of Standards and Compliance, as per sections 17 (6), are to ensure compliance
with minimum norms and standards set by the Minister for the Public Service and Administration (MPSA) in
sections 16 of the Public Administration Management Act, 11 of 2014. According to the Public Administration
Management Act, 11 of 2014 section 17 (4)(d) the office has an obligation to conduct Capacity and
Functionality audits of skills, systems, processes and advise on capacity building initiatives. It is therefore
critical to put in place the systems, which will assist in operationalizing section 17 (4)(d), of the Public
Administration Management Act, 11 of 2014 and give guidance to the Office of Standards and Compliance
on how to conduct Capacity and Functionality audits in the public service, with a clear focus of ensuring

compliance.

The framework for Public Administration Capacity and Functionality audits of skills, systems and processes,
required for the proper execution of this mandate has been developed with the appropriate tools for the
measurement of efficiency and effectiveness in terms of Capacity and Functionality. In this regard, the
beneficiaries of phase one of the operationalization of the Office of Standards and Compliance are the
national and provincial Departments; and it is intended that this will be extended to include local Government
in the design of similar measurement instruments in phase two of the operationalization once promulgated,

which is aimed at a single Public Administration.

Phase Il
Targeted Local government
Spheres
of
Government
i
Figure 2: Phases of Implementation
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1.2 Problem Statement

According to the Public Administration Management Act, 11 of 2014 section 16 (1); the Minister for the

Public Service and Administration may prescribe minimum norms and standards regarding, the following:

© Promotion of values and principles referred to in section 195(1) of
the Constitution; 3 ]
® Capacity development and training; s s
© Information and communication technologies in the Public - NORMS
Administration; i e _:__:_
O Integrity, ethics and discipline;
© Disclosure of financial interests;
© Measures to improve the effectiveness and efficiency of institutions;
@ Disclosure of information relating to pending disciplinary action and - e
concluded disciplinary proceedings where the employee was found <
guilty; and “
© Any other matter necessary to give effect to the administration or

implementation of this Act etc.

The setting of appropriate Public Administration norms and standards, which

WHAT are measurable to ensure that there is impact of the implementation of key

WHERE WHICH

policies, is a critical first step to ensure effective compliance monitoring and to
bring about the necessary behavioral change needed in a developmental
WHG OB M WHY Public Administration. There are different types of norms and standards in the
Public Service, including sectoral norms and standards and those established
by the Minister for the Public Service and Administration; and the Public Service

WHI(‘H ‘ Act, 1994 and the Public Service Regulations, 2016 in particular provide a

basis for a number of these norms and standards. However, non-compliance (or
the lack thereof) with these norms and standards has been identified as one of the

contributing factor to service delivery deficiencies and failures.

The Auditor-General of South Africa (AGSA) as outlined in <.
chapter 9 (sections 181 & 188) of the Constitution of the - ?‘i
Republic of South Africa, has a constitutional mandate and, Q

as the Supreme Audit Institution of South Africa (SAIl), it exists A 5 e M A B B
to strengthen our country’s democracy by enabling oversight, SOUTH AFRICA
accountability and governance in the public sector through
auditing, thereby building public confidence. This oversight
body has continued to express concerns about the quality of
governance in the public service and this is evidenced by the
prevalence of recurring findings and weaknesses.
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Over the past years, it has been discovered that there is a widespread weaknesses in skills, systems and
processes in terms of Capacity and Functionality to enable Departments to deliver on their mandates. Despite
the recommendations by this oversight body in terms of the State of public service and its performance; there
is still an inability by Departments to implement the effective and efficient recommendations, thereby
contributing to continued non-compliance. Minimal investments have been made towards preventive protocols
on these three significant areas and this requires sustainable improvements to ensure “A capable, ethical

and developmental State”. In order to address this problem, the:

Will conduct on a regular basis Capacity and Functionality

Office of Audits of the Public Administration skills, systems and
Standards and processes and advise the Minister for the Public Service and
. Administration (MPSA) on capacity building initiatives; and
Compliance this will be achieved within the provision of the Public
Administration Management Act, 11 of 2014

Will conduct on an annual basis Mandatory Audits on financial
Statements, reported performance against predetermined
. objectives and compliance with laws and regulations.

Auditor- Moreover, this will include Discretionary Audits on
General of Performance Audits to focus on whether resources are
South Africa procured economically and utilised efficiently and effectively;
and this will be achieved within the provision of the Public
Audit Amendment Act, 5 of 2018 and applicable audit
standards

1.3 Overview of Compliance Purpose of the Framework

A comprehensive Capacity and Functionality audit framework including metrics, is critical in the delivery of

the Office of Standards and Compliance mandate and must empirically address the following questions in

terms of capacity and functionality:
What capacities and
. functionalities needs
to be audited?

Why must the capacities and
functionalities be audited?

How will the capacities and
functionalities be audited?

As a result the main purpose of this framework is to provide a policy directive within the Office of Standards
and Compliance on how to conduct Capacity and Functionality audits of Public Administration skills, systems

and processes and also advise on capacity building initiatives in State institutions.
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The framework aims to provide clarity on the following fundamental areas:

1.4 Policy and Legislative Mandates

Alignment to the applicable legislations;

Articulating the strategic purpose of Capacity and Functionality
audits in the Public Administration;

Providing the key elements and audit areas;

Outlining the different implementation strategies of Capacity
and Functionality audits;

Outlining the audit methodologies, processes and activities;
Designing of audit system/application;

Reporting on audit outcomes to the Head of Institutions and the
Minister for the Public Service and Administration;

Outlining the concept of capacity building initiatives; and
Clarifying the roles and the responsibilities of the different key
stakeholders.

The Minister for the Public Service and Administration is responsible for the establishment of norms and

standards relating to the functions of the Public Service. The Public Service Act, 103 of 1994 and the 2016

Public Service Regulations provide a basis for a number of these norms and standards. Government has

committed to passing a number of enabling acts and this framework must be used in conjunction with the

applicable legislations, regulations, determinations and directives. It is therefore important to understand

and ensure compliance to the legislative prescripts when designing, conducting and reporting on Capacity

and Functionality audits. The section below outlines other gazetted legislations underpinning mandate;

Public Service Act, 1994

Public Administration Management Act, 11 of
2014

Figure 3: Policy and Legislative Mandates
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The Constitution of the Republic of South Africa;

provides that within Public Administration there is

a Public Service for the Republic, which must

function and be structured, in terms of national

legislation, and which must loyally execute the

lawful policies of the government of the day.

According to Chapter 10 (s 195[1]) of the

Constitution, Public  Administration must be

governed by the democratic values and principles

enshrined in the constitution, including other than

the following principles:

- A high standard of professional ethics must be
promoted and maintained;

- Public Administration must be development-
oriented;

- Services must be provided impartially, fairly,
equitably and without bias;

- Public Administration must be accountable
and

- Good human-resources management and
career-development practices, to examine
human potential, must be cultivated.

In terms of the Public Service Act of 1994, as
amended, the Minister for the Public Service and
Administration is responsible for establishing
norms and standards relating to other than the:

- The functions of the Public Service;

- The organizational structures and
establishments of Departments and other
organizational and governance

arrangements in the Public Service;

- The conditions of service and other
employment practices for employees and

- Transformation, reform, innovation and any
other matter to improve the effectiveness and
efficiency of the Public Service and its service
delivery to the public.

3.
Public
Administration

Management
Act, 11 of 2014

The Public Administration Management Act, 11

of 2014 seeks to provide a uniform legal

framework across the three spheres of
government for bringing some degree of
commonality of purpose in key Public

Administration areas. The Act aims fo:

- Promote and give effect to the values and
principles in Section 195 (1) of the
Constitution;

- Promote a high standard of professional
ethics in the Public Administration;

- Promote efficient service delivery in the Public
Administration;

- Facilitate the eradication and prevention of
unethical practices in the Public Administration
and

- Provide for the setting of minimum norms and
standards to give effect to the values and
principles of section 195 (1) of the
Constitution.

In addition, chapter 4 of the Act provides for the
capacity building and training by heads of
institutions who must through the education and
training of its employees develop its human
resource capacity to a level that enables it to
perform its functions in an efficient, quality,
collaborative and accountable manner. Lastly, the
Act provides for the establishment of the National
School of Government, which must through
education and training, promote the progressive
realization of the values and principles governing
Public Administration and enhance the quality,
extent and impact of the development of human
resource capacity in institutions
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The Public Audit Amendment Act, 5 of 2018

gives effect to the provisions of the constitution

establishing and assigning functions to the Auditor-

General of South Africa. The Act does not only

determine the nature and scope of the audits, but

also the internal operations of the Auditor-

General of South Africa, which aims to:

- Provide for the auditing of institutions in the
public sector;

- Provide for accountability arrangements of
the Auditor General;

- Provide for the Auditor General to take
remedial action, to ensure that losses suffered
by the State are, where possible, recovered
and

- Refer certain suspected material irregularities
for investigation.

- Who accesses personal information and the
right to have personal data removed and/or
destroyed;

- Adequate measures and controls to access
personal information and tracking access to
prevent unauthorised access;

- The storage of personal information (requires
adequate measures and controls  to
safeguard personal information and protect it
from theft or being compromised) and

- The integrity and continued accuracy of
personal information (must be captured
correctly and maintained by the institution
that/ person who accessed it).

5.

The Protection

of Personal
Information Act,
4 0f 2013

The purpose of the Protection of Personal
Information Act, 4 of 2013 is to ensure that all
South African institutions, conduct themselves in a
responsible manner when collecting, processing,
storing and sharing personal information by
holding them accountable should they abuse or
compromise such information in any way. The Act
regards personal information as “precious goods”
and gives owners of personal information certain
rights of protection and the ability to exercise
control over:
- When and how the information is shared
(requires individual consent);
- The type and extent of information that is
shared (must be collected for valid reasons);
- The transparent and accountable use of the
data (limited to the purpose) and notification
if/when the data are compromised;

é.
The National

Development
Plan, 2030

National Development Plan 2030 vision and
trajectory envisages a public service that is
professional, accountable and development-
oriented. The National Development Plan 2030
identifies specific steps that need to be taken to
promote the values and principles of Public
Administration contained in the Constitution and
build an efficient, effective and development-
oriented public service as part of a capable and
developmental State. The National Development
Plan 2030 highlights the need for well-structured
and effectively coordinated State institutions with
skilled public servants who are committed to the
public and capable of delivering consistently high-
quality services, while prioritising the nation’s
developmental objectives.
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The Skills Development Act 97 of 1998 aims to

expand the knowledge and competencies of the

labour force in order to improve productivity and
employment. The main aims of the act are:

- Toimprove the quality of life of workers, their
prospects of work and labour mobility;

- To improve productivity in the workplace and
the competitiveness of employers;

-  To increase the levels of investment in
education and training in the labour market
and to improve the return on that investment;

- To promote self-employment and

- To improve the delivery of services.

The Skills Development Levies Act of 1999
serves to fund the skills development initiatives in
the country. The primary aim of the Act is to:

- Develop the skills of the South African
workforce;

- Increase the levels of investment in education
and training in the labour market and to
improve return on that investment;

- Encourage employers to use the workplace as
an active learning environment, acquire new
skills  and  provide new entrants to
marketplace

FRAMEWORK FOR PUBLIC ADMINISTRATION CAPACITY AND FUNCTIONALITY AUDITS |

The objectives of the National Qualification

Framework Act 67 of 2008 are to:

- Create a single integrated national
framework for learning achievements;

- Facilitate access to, and mobility and
progression within, education, training and
career paths;

- Enhance the quality of education and training
and

- Accelerate the redress of past unfair
discrimination in education, ftraining and
employment opportunities.

10.
Higher Education

Act 101 of
1997

The Higher Education Act 101 of 1997 intend:s to:

- Regulates higher education;

- Provide for the establishment, composition
and functions of a Council on Higher
Education;

- Provide for the establishment, governance
and funding of public higher education
institutions;

- Provide for the registration of private higher
education institutions and

- Provide for quality assurance and quality
promotion in higher education
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1.5 The Key Users of the Framework

In the phase | of the operationalization of the Office of Standards and Compliance; the Capacity and
Functionality audit of the Public Administration skills, systems and processes will be conducted across all State
institutions and the framework will be applicable to both the national and provincial Departments as

delineated below:

Office of Standards and Compliance

J

National Departments Provincial Departments

Figure 4: Key users of the framework
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2.

2.1 Overview of Compliance

According to the Public Administration Management Act, 2014, the objects of the Office of Standards are
to ensure compliance with the minimum norms and standards set by the Minister in section 16, taking into
account that the spheres of government are distinctive, inter-dependent and interrelated. Within the Office
of Standards and Compliance; compliance is the State of public service being in accordance with established
norms and standards, or the process of becoming so; and without systematic compliance practice, policy
objectives will not be reached (OECD, 2020). It is therefore imperative that the following critical components

of compliance are defined:

U Compliance management: Ensures that employees and activities across the W
COMPLIANCE

State institutions are in line with laws, regulations, norms and standards.

U Compliance management system: Compliance management system consists
of an integrated system of documents, processes, tools, internal controls, and

functions to make it easier for a State institution to comply with regulatory and

legal requirement.

U Compliance monitoring: Involves the continuous process to ensure that a State ﬂ(%
institution is following all policies, norms and standards. —R .

COMPLIANCE

2.2 Shift Towards Compliance Audit

According to the Compliance Audit Standard (ISAAI 4000) developed by the
International Organization of Supreme Audit Institution (INTOSAI); compliance audit
is defined as a formal review of an State institutions procedures and operations
mainly focusing on whether an entity is complying with rules, regulations, policies or

set norms and standards. As a result, it is key that the Office in the delivery of its

mandate, moreover oversees the audit of all legislative compliance instruments within

the public service and the application thereof in terms of functionality.

Objectives Importance Benefits

U To improve the State O Identify weaknesses in U It ensures proper
institutions efficiency in terms the compliance processes compliance with norms
of service delivery. or systems. and standards.

a To ensure standard O Help to reduce risk. O It reduces legal risks.
operating procedure is been U Ensures that all norms U Ensures transparency.
followed throughout the and  standards  are
State institutions. followed.
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3. CAPACITY AND FUNCTIONALITY AUDIT: ELEMENTS

3.1 Capacity and Functionality Audit Elements

According to the Public Administration Management Act, 11 of 2014 section 17 (4)(d) the office has an
obligation to conduct Capacity and Functionality audit of skills, systems, processes and advise on capacity
building initiatives. The audit will involve the on-site visit to a State institution for an independent examination
of the Public Administration skills, systems, processes in terms of Capacity and Functionality to assess
compliance or investigate breaches of norms and standards; and advise on capacity building initiatives. The

core elements of Capacity and Functionality are defined below:

CAPACITY
BUILDING
INITIATIVES

CAPACITY AND FUNCTIONALITY ELEMENTS
Post-audit proposed

SKILLS SYSTEMS PROCESSES strategies in which

State institutions
can improve the
Public
Administration
skills, systems and
processes needed
for institutional
effectiveness. In

Systems refers to a set of addition, this may
principles or procedures ln;'l;:u.ie al:ocahon of
according to  which additiona

something is done. resources, training
and professional

development
required to ensure
that the institution is
capacitated and
functional.

Figure 5: Capacity and Functionality Audit Elements

Skills

The public service as the largest emplover is faced with immense challenges such as the alarming skills shortages o deliver
services to the public. Central is the need +o build a new cadre of public servants through education, enrichment and empowerment
with the requisite competencies in order o ensure effective and efficient public service.

Processes

There are already existing processes which are based on the already approved norms and standards aimed at streamlining and

standardization of Government operations; which State institutions wmust adopt for implementation, enforcement and ensure

moviitoring +thereof. However, these are often over-looked by State nstitutions, which results in von-compliance and affects the

way in which services to the public are +o carried-ont.
Capacity Building Initiatives
Tt is critical to bring strategies in which State institutions can improve the skills, systems and processes required for institutional
effectiveness. This may include allocation of additional resources, training and professional development required o ensure that the
institution is functional.
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3.2 Obijectives of Capacity and Functionality Audits

As indicated in the National Development Plan, 2030; there is et NATIONAL
unevenness in capacity that leads to uneven performance in the ' DEVELOPMENT
public service which results in functional and non-functional State 2030 PLAN
institutions. This is caused by a complex set of factors including the np 2030

skills deficits/lack of resources, system deficiencies and process

flaws.

There have been challenges in achieving constructive relations between Departments and between the spheres

of Government, and robust steps are needed to strengthen skills, systems, processes and these actions are not

merely about technical solutions, but also about creating the conditions for a professional public service

founded on a solid developmental commitment. As a result, the Capacity and Functionality audits of the Public

Administration skills, systems and processes; is a central element of ensuring an effective and efficient public

service.

The main objectives for conducting Capacity and Functionality audits are to:

© Determine if the State institutions are functional or non-functional and as to whether the requisite capacities are in

place;

® Examine the problematic areas and if the existing skills, systems and processes can handle the requirements to

successfully deliver on the State institutions mandate;

Assess the future needs through review of the current State, then utilize best practices and benchmarking to
transform the way the State institutions operates and finding opportunities for improvement;

Verification of whether capacities are in line with pre-defined norms and standards and formulate capacity
building initiatives that will improve the overall performance of the institution to enable it to execute its mandate;
Discover inefficiencies and find bottlenecks where there is lack of capacity and to find and assemble activities to
deliver better results need to achieve the strategic objectives;

Promotes compliance and improve effectiveness together with efficiency to enhance the capability of the State
institutions and

Ensure effective operation by instilling a sense of confidence to the Minister for the Public Service and
Administration on the functioning of the State institutions.

3.3 Focus of Capacity and Functionality Audits

The audits will focus on assessing the Capacity and Functionality of State institutions, to ensure compliance with

the set Public Administration norms and standards; and the focus will be on:

Skills

Processes
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Through:
1. Capacity Audit: This is the independent examination of any State institution ability to successfully
apply all skills and resources to accomplish its goals and satisfy its mandate.

2. Functionality Audit: This is the independent examination of a State institution to determine whether
the deployed Public Administration systems and processes are functioning.

This may include looking at:

Performa NCEe: For examining, the effectiveness: if the deliverables are produced,
results achieved as planned; efficiency: if the results are achieved at least costs with shortest
time and economy: if the inputs are sourced at lowest cost of operation.
Complla NCE: For examining, whether the State institutions are following and
conforming to the set norms and standards as determined by the Minister for the Public
Service and Administration.

.
Aim: Identify weaknesses in the skills, systems and processes and create paths for

improvement.
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4. CAPACITY AND FUNCTIONALITY AUDIT: IMPLEMENTATION STRATEGIES

4.1 Overview of the Implementation Strategies

The mandate may be implemented through different approaches other than audits which may also include

ks

i.e. “inspections”, “assessments” or “investigations”, as outlined in the Office of Standards and Compliance,

Regulations 2020 and are all aimed at ensuring acceptable performance standards in the delivery of the

mandate across the public service.

4.2 Overview of the Inspections

An inspection is an independent examination usually following a predefined
checklist, and with a defined frequency (monthly, bi-monthly, quarterly etc.) in
order to verify compliance to norms and standards. “Inspections” will be
understood as any type of on-site visit or check conducted by the Capacity and
Functionality auditors within the Office of Standards and Compliance on State
institutions skills, systems and processes; and inspections are one of the most
important ways to enforce regulations and to ensure regulatory compliance. An
inspection will generally use an approved predefined checklist with “yes/no”
answers and the question asked or the item on the checklist will be evaluated, to

assess if it will passes the inspection or not.

The International Standard Organization 1ISO 9000:2015 definition States an
inspection as the ‘““‘determination of conformity to specified requirements
(3.11.7).”, and the result of an inspection can show conformity
or nonconformity (3.6.9) or a degree of conformity.

(o most high level, inSpecf,'Ons.

1) Inspections focus on what,

2) Inspections focus on an action,

3) Inspections are quantitative,

4) Inspections have a defined frequency and schedule,

5) Inspections usually follow a predefined/rigid checklist,

6) Inspections create actions and seeks to change behaviour,
7) Inspections promotes standardization and

8) Inspections enforce regulations for regulatory compliance.

| INSPECTION
| [Pussen
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4.3 Types of Inspections

The inspection of the Public Administration skills, systems and processes in terms of Capacity and Functionality
of State institutions; should be implemented on a regular basis, not as an “once-off intervention” and this will
be through on-site visits, at different stages of the implementation of the approved norms and standards. The
horizontal inspection approach will be adopted to examine and observe whether the same standard of
controls are applied across the public sector, in both the national and provincial Departments to ensure

effective and efficient public service, and the types of inspections to be conducted will include the following:

TYPES OF OSC INSPECTIONS

N

Risk-Based

Re-Inspections

Proactive / Routine  Reactive / For-Cause Follow-Up / Additional

Q &

Means inspections of a
specific problem /
particular issue that
has been reported to
the Office of
Standards and
Compliance and a site
visit will be conducted

to verify the facts
alleged in the
complaint, and to

CX = 3.

Means inspections that
are based on risks
identified by the
Minister for the Public
Service and
Administration in order
to address  them
before they become a
crisis.

Means inspections that
are conducted
subsequent to an initial
inspection. This type of
inspection is typically
more focused on the
progress that has been
made in respect of
non-compliant  areas

identified in the initial
proactive/routine

assess the level of non-
compliance.

inspection.

Figure 6: Types of OSC Inspections

4.4 Capacity and Functionality Inspection Criteria’s

In the design and implementation of the inspection implementation strategy, the Office of Standards and
Compliance will adopt the Organization for Economic Co-operation and Development (OCED Regulatory
Enforcement and Inspections Toolkit, 2018) which presents a checklist of 12 criteria’s to help officials and
regulators assess the development of the an inspection system in a given jurisdiction. The toolkit aims to
promote regulatory reform and the implementation of sound regulatory practices across the whole of

Government.
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12 Criteria’s

. Evidence-based enforcement
. Selectivity

. Risk focus and proportionality
. Responsive regulation

Long-term vision
Co-ordination and consolidation

12
Criteria’s

L

1. Evidence-based enforcement: Inspections should be evidence-based and measurement-based: deciding
what to inspect and how should be grounded in data and evidence, and results should be evaluated regularly.
2. Selectivity: Inspections cannot take place everywhere and address everything, and there are many other
ways to achieve regulations’ objectives.

3. Risk focus and proportionality: Enforcement needs to be risk-based and proportionate: the frequency of
inspections and the resources employed should be proportional to the level of risk, and enforcement actions
should aim at reducing the actual risk posed by infractions.

4. Responsive regulation: Enforcement should be based on “responsive regulation” principles; that is,
inspection should be modulated depending on the profile and behaviour of specific State institutions.

5. Long-term vision: Governments should adopt policies on regulatory inspections, and establish institutional
mechanisms with clear objectives and a long-term strategy.

6. Co-ordination and consolidation: Inspection functions should be co-ordinated and, where needed,
consolidated: less duplication and fewer overlaps will ensure a better use of public resources, minimise the
burden on regulated subjects, and maximise effectiveness.

7. Transparent governance: Governance structures and policies for inspections should support transparency,
professionalism, and be results-oriented.

8. Information integration: Information and Communication Technologies should be used to maximise a focus
on risks, promote co-ordination and information sharing and ensure an optimal use of resources.

9. Clear and fair process: Governments should ensure that rules and processes for inspections are clear.
Coherent legislation to organise inspections needs to be adopted and published, and the rights and
obligations of officials and of State institutions, clearly articulated.

10. Compliance promotion: Transparency and compliance should be promoted through the use of
appropriate instruments such as guidance, toolkits and checklists.

11. Professionalism: Inspectors should be trained and managed to ensure professionalism, integrity,
consistency and transparency. This requires substantial training focusing not only on technical but also on
generic inspection skills, and official guidelines for inspectors to help ensure consistency and fairness.

12. Reality check: Institutions in charge of inspections and inspection system as a whole, should deliver the
levels of performance expected from them - in terms of stakeholder satisfaction, efficiency (benefits/ and
overall effectiveness).

Transparent governance
Information integration

. Clear and fair process
. Compliance promotion
. Professionalism

12. Reality check

Figure 7: Capacity and Functionality Audit Criteria
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5. CAPACITY AND FUNCTIONALITY: AUDIT THEMES AND AREAS FORMATION

5.1 Identification of Audit Themes

The Public Service Act, 1994 (PSA), Public Service Regulations (2016) and the Public Administration
Management Act, 11 of 2014 (PAMA), provides for the organization and administration of the public service;
and in this regard a number of Public Administration norms and standards through directives, circulars etc.
have been passed to ensure effectiveness and efficiency. It is therefore critical to identify the key audit themes
and areas from the aforementioned regulations in an effort to assess the elements required for effective
management of State institutions and identifying those areas that needs strengthening and further
development. The methodology used by the Office of Standards and Compliance for the

identification of the audit themes and areas may include the:

Financial Analysis and Media
Monitoring

Analysis of financials on areas relating to

skills, systems and processes where General Overviews/Citizens

spending is high or changing rapidly, thus Concerns
.Reylewmg Official including monitoring the media i.e. Identifying and reviewing those areas
Publications/Announcements newspaper articles, broadcast news to absorbing a significant level of
Reviewing of official announcements identify critical concerns that the public resources; with potential risks fo
and publications that affect the are raising about the State of the public achieving optimal use of resources,
public service, i.e. transcripts of service.

highlight areas for continuing audit
attention including the views of the
public on the operation of government
organizations or programmes. This
may include matters brought to the
Office of Standards and Compliance

Parliamentary Monitoring Group;
conferences about what areas may

require further interventions; ‘@"

legislation speeches on public policy

documents i.e. Ministerial strategy
papers, white papers and annual 0

reports of audited institutions by 03
oversight entities. 02 °
@l Continuous engagement with
Scanning Public Secto OFFICE OF both internal and external
STANDARDS

Environment subject matter experts on
AND the performance and
Scanning key issues and COMPLIANCE compliance matters using the
keeping abreast of Combined Assurance Model
developments in the public as guided by Principle 3.5
service that might merit further of the King lll Report, which
scrutiny via capacity and involves assurance providers
functionality audits, using i.e. both internal or external
relevant publications and working more closely
previous reports relating to together on joint audit for
compliance, performance etc. inter-agency activities

Liaison Internal /External
Stakeholders

As a result the gathering and analysis of the available intelligence data, using any of the above
methodologies, becomes a basis for the comprehensive risk assessment that should enable the Capacity and

Functionality auditors make informed decisions on the audit themes and areas to be prioritized.
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The Capacity and Functionality audits of skills, systems
and processes will therefore have be conducted in line
with the predetermined areas or on any other critical
areas that may be identified by the Minister for the Public
Service and Administration in line with the priority areas;
and these audit areas consist of a collective grouping of
auditable components as would have been set out in the
different norms and standards.

5.2 Audit Areas

One of the advantages of having the audit areas is that it will enable the Capacity and Functionality activities

to be clear about the extent of the coverage. The audit areas will not only be limited to the ones defined

here, however the focus will also be on other auditable areas that would have been requested by the Minister
for the Public Service and Administration, in line with the set priorities from time to time. The major audit areas

are outlined below:

-
—
—
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- CAPACITY DEVELOPMENT AND TRAINING
—
Figure 8: Audit Areas
1.
GOVERNANCE 4.
. Structures / Systems 3. PLANNING, ORGANIZATIONAL
«  Delegations INFORMATION AND ARRANGEMENTS AND SERVICE
COMMUNICATION DELIVERY 5.
TECHNOLOGY . Planning and reporting INTEGRITY, ETHICS, CONDUCT
. Use of Information and . Organizational and AND ANTI-CORRUPTION
2. communication functional arrangements e Conducting business
HUMAN RESOURCES Le;hnologies in Public Service delivery with the State, life
inistrati .
MANAGEMENT minisiranon style audits and
. Structure . Information security L
. Policies, procedures, standards discipline
processes and systems 6 management efc.
. Conduct of employees CAPACITY DEVELOPMENT . Financial disclosures
. Financial disclosure AND TRAINING
. Anti-corruption and ethics . Skills Audit /
management Frameworks
. Employment Matters
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5.3 Overview of Capacity Audits

The National Human Resource Development Strategy (2010-2030) requires that skills gaps and needs are
identified and addressed through appropriate mechanisms. Skill audits within the public service have been
conducted differently across Departments using a variety of tools, moreover data collection and analysis
methods have also varied widely as well as the way in which the results are used. In order to address this
gap, the transition is towards a Skills Audit Methodology Framework for the public service, which will ensure
a uniformed approach, standard and quality in determining the nature of skills demands and assessment of
needs in public service departments. In contribution to the building of the capacity of the State, the Office of
Standards and Compliance will audit, the capacity of skills, at three (3) different levels, as outlined below.
These three (3) aforementioned levels are closely intertwined and the capacity in one of the levels cannot
guarantee delivery of services without capacity in the other levels. Hence, while carrying out an audit in any

State institution, it might be necessary to audit all the capacities at the three (3) different levels:

o1 Micro / Individual

Personnel skills exhibited by
officials etc.

Meso / Organizational

02
Organizational structure,
roles & responsibilities,
leadership, infrastructure,
technology and
communication etc.

03

Macro / Relational

Policies and partnerships etc.

MESO / ORGANIZATIONAL

Figure 9: Capacity Audit Levels
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5.4 Approaches to Audit Areas

When conducting the audits, it is imperative to identify a way of
approaching the different audit areas. The audit will be
implemented inline with the annual implementation plan
indicative of all the areas to be audited. The Office of Standards
and Compliance will therefore apply different approaches
towards the audit areas in order to improve the operations within
State institutions, while incorporating best practices. The
Capacity and Functionality audit approaches may fall into one of
the three categories:

&5 ,) I

H -
1 Function-Specific 2 Strategic
E—
o E——

3 Cross-Functional

Figure 10: Approaches to Capacity and Functionality Audits

FUI‘ICﬁOh-SpeCiﬁC: This may involve auditing of any specific area or function through
sampling of the audit area in terms of Capacity and Functionality on a regular basis;

2 Strategic: This may involve the strategic audit of any area in terms of Capacity and
Functionality on an ad-hoc basis. The centre of interest maybe directed to areas of:

Highest risks;

Non-compliance;

Previous audit findings and

Special requests by Minister for the Public Service and Administration.

Cross-functional: This will involve audit across all the areas in terms of Capacity and
Functionality on a regular basis in order to ensure an effective and efficient public service.

The approaches may include reviewing as much documentation that can be obtained, including previous
performance data or reports and previous audit findings. This will then assist in representing the starting point
in the process of capacity building initiatives as they provide information about the capacities already existing
or missing, verifying whether capacities are in line with pre-defined standards or criteria that have been
specified in the different norms and standards and determine if the State institution is functional or non-

functional.
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55 Key Considerations when Conducting Audits

KEY
CONSIDERATIONS

A number of considerations must be made before the Capacity and
Functionality audit can be conducted, and this may include looking at
the following specific areas:

©® Conducting risk assessment which may include risk measurement to measure risk, in terms of the
probability of occurrence and severity of impact;

Conducting risk prioritization in deciding what to audit;
Identification of auditees and audit-areas;

Selecting the appropriate audit type;

Developing audit schedule;

Following the audit processes;

Identification of interviewees;

Conducting data collection together with analysis;

Communicating, reporting on audit outcomes and

Providing recommendations in terms of capacity building initiatives.

00000000 0®

The State institutions must be mobilized through an audit notice which must contain the purpose of the audit,
date of the audit, estimated duration of the audit, audit plan, number of authorized personnel expected to
take part in the audit, contact details of the Capacity and Functionality auditor primarily responsible for the

audits and the responsibilities of the State institution.

5.6 Conducting Risk-Assessment prior Audits

The risk assessment is critical to ensure that areas of high-risks in terms of Capacity and Functionality are
analyzed, categorized and selected for audit at the appropriate frequency, based on inherent and identified
risk factors. The risk factors may include the nature, complexity of the areas to be audited and its impact in
terms of severity or probability around Capacity and Functionality of State institutions. As a result the
gathering and analysis of available intelligence data such as: previous audit findings, trends in non-
compliance, audit reports or media articles; becomes a basis of a comprehensive risk prioritization that

enables the Office of Standards and Compliance to make informed decisions on the areas to be prioritized.

The risk raking must be on a 3-level scale i.e.: HIGH,
AND LOW and once the ranking has been
concluded, the areas to be audited must then be RISK

MANAGEMENT

undertaken in accordance with the levels of priority

often referred to as the ‘risk prioritization

processes.
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57 Key Considerations in Designing Audit Real-Time System/Application

Audit system/application assists in examining the Public Administration skills,
systems, processes in a State institution in terms of Capacity and Functionality.
The real-time audit system/application must be auvtomated having business
intelligence capabilities and it must deliver contextual information about the
status quo in any State institution; and the outcome should be used as a step
to set priorities for the capacity building initiatives.

The results must be compiled into an agreed-upon action plan that maps priority areas and actions that the
State institution will take to address problems and gaps. Therefore selecting the appropriate real-time audit
system/application is imperative as it can make the difference between just eliciting information about the
State institution and actually using it as a lever for change. The anticipated benefits for the real-time audit
system/application includes:

Reduced time needed to complete audits;

Automatically track audits scheduling and reporting;

Create a variety of custom audits workflows;

Generating of audit rating and reports and

Increased efficiency and productivity of the entire audit process including risk assessment, scheduling,
planning, execution, review, trend analysis and storage.

A good real-time audit system/application should be aimed at delivering the best possible outcomes in terms
of risk prevention or mitigation, promoting economic prosperity and pursuing the public interest. The real-time
system/application must be able to address the requirements in terms of the following five (5) audit

components:

>
% .’ Reporting
Audit Evidence

! Audit Rating

['l Audit Criteria

minim
[ ]
Audit Areas

Figure 11: Key Considerations in the Design of Capacity and Functionality Real-Time Audit System/Application
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58 Key Participants in Capacity and Functionality Audits

For the successful execution of Capacity and Functionality audit, during audit planning the stakeholder analysis
must be conducted within the State institution in order to identify the key participants for engagement.

Depending on the audit scope, the key participants to be involved may include other than:

Senior management |/ Executives:
Officials who might have insight into the
actual situation in the State institutions and
could provide information about policy
developments, norms and standards,
existing legislation and capability to
address strategic matters etc.

Senior Management /
Executives

Middle management: Officials who might Non-
have an oversight role within a specific Middle Managerial
line of function and can share information Management

about the institution, ideas and other
relevant matters concerned with.
Non-managerial: Officials who might be
having extensive experience in any of the
audit areas in the State institution and can
provide information only relevant to the
area being audited.

Participants

Figure 12: Key Participants in Capacity and Functionality Audits

59 Capacity and Functionality Maturity Spectrum

According to the Public Administration Management Act, 2014, the objects of the Office of Standards are to
ensure compliance with the minimum norms and standards set by the Minister for the Public Service and
Administration. As State institutions matures across the compliance maturity model, the groundwork of a
foundation is established around policies, controls, systems, personnel, and understanding. It is critical that the
Capacity and Functionality maturity of the State institutions be measured in terms of Skills, Systems and

Processes.

Level 3 Level 4 Level 5 o]
Evolvin, Continuousl: Strategic
) COmp"amy 8 Technology
Organization does Organization Organization Organization Organization BEI|Ef
not believe that believes believes believes that believes that
compliance is compliance is a compliance is operating in a taking a strategic
important to its series of boxes essential to the mode of approach to
overall objectives. to check. business. continuous compliance can
compliance is drive a @
beneficial; competitive
strives to make advantage. Process

improvements.

Figure 13: Capacity and Functionality Maturity Spectrum
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SKILLS / PEOPLE

Moving up on the maturity spectrum
requires making a meaningful
investment in skills/people. Greater
investment leads to better people-
related outcomes, including greater
employee engagement, greater
commitment from employees to
holding themselves and each other
to a high standard, and better
morale within the compliance team.
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State institutions at higher levels
of compliance maturity have
standard processes and
operating procedures in place to
help them keep up with
regulatory changes, respond
quickly to  threats, handle
workloads efficiently, and ensure
optimal collaboration among
stakeholders across the
compliance ecosystem.

SYSTEMS / TECHNOLOGY

State institutions with lower
compliance maturity tend to use
manual  processes and a

patchwork of tools to manage
their compliance projects, leaving
themselves vulnerable to human
error, unidentified gaps in
controls, and increased risks.
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6. CAPACITY AND FUNCTIONALITY: AUDIT PROCESS

6.1 Audit Processes

The Capacity and Functionality audit of the Public Administration skills, systems and processes requires the
establishment of a series of steps in order to analyse particular operations in any State institution. To ensure
this, the audit processes are therefore benchmarked against those of other reputable international regulators,
and the Capacity and Functionality auditors must follow the processes and the step-by-step details when

conducting either the audits, “inspections”, “investigations” or “assessments’ in any State institution.

(@)
Stage 1 C

Identification of the audii._
areas, audit type, audit
approach and auditees

1.1 Define the audit objective C
and scope

1.2 Select the audit areas, as
prescribed in the norms and
standards

1.3 Identify the type of audit

1.4 Identify the audit approach
i.e. strategic, function-specific or
cross-functional

1.5 Identify the auditees

1.6 Conduct risk assessment and
prioritization in order to
determine whether there is non-
compliance / high-risks, previous
audit outcomes in the specific
audit area

1.7 Determine the data
collection approach and
methods of analysis

Stage 2
Designing audit schedule

2.1 Develop and document an
audit schedule setting out the
nature, timing and targeted

participants

Stage 3
Issuing notice of audit

3.1 Issue notice of audit to the
earmarked State institution,
which contains the objectives of
the audit, the scope of the audit,
indication of auditors, criteria
for the audit and the
anticipated audit timeframes

3.2 Capture, upload and report
audit progress on the Capacity
and Functionality Audit
Application

Stage 1 C

Conduct Audit and colleclo
evidence © m—

—

1.1 Conduct entry meeting
to provide background,
purpose of the audit

1.2 Conduct the actual m
audit using the approved
checklist

1.3 Source audit eviden
from the auditees percr-l-l
each criteria as set out in
the approved checklist

Stage 2
Conduct Data analysis

2.1 Verify the evidence
for credibility

2.2 Analyse the data using
the evidence

2.3 Present the
preliminary audit findings
through mid-term briefing

meeting

2.4 Conduct an exit
meeting at the end of the
audit process

Stage 3

Development and
drafting audit report

3.1 Draft a gap analysis
report

3.2 Analyse, verify and
conduct quality assurance
on the draft report

3.3 Issue findings on the
draft report

3.4 Submit the draft audit
report to the Head of
Office for approval

3.5 Capture, upload and
report audit progress on
the Capacity and
Functionality Audit
Application

Stage 1
Feedback to State

(@)
C

institutions on audit g

outcomes

1.1 Prepare final report
with findings for external

Figure 14: Audit Processes
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©

Execution
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- Planning: This process involves the identification of the audit areas, defining the audit objectives and scope,
auditees and the circulation of the audit notice to earmarked State institutions.

- Execution: This process focuses on execution, and includes conducting the actual audit and collecting audit
evidence, data analysis, formulating audit outcomes.

= Reporting: This process entails the communication and reporting on the audit outcomes with recommendations
in terms of capacity building initiatives through formal processes.

- Follow-up: In this process, follow-up reviews are conducted in the State institutions, to assess if there are any
improvements in terms of the implementation of the remedial-plans; and this may include the provision of
technical supports.

These audit processes will be regularly updated to align to new international standards, or if there are changes in the relevant legislation as
well as other efficient and effective practices that would have been identified for improvement in the public service.

6.2 Key Dependencies

The audit of the Public Administration skills, systems and processes in terms of Capacity and Functionality
cannot be conducted in a vacuum and as a result, there are relationships between the processes as outlined
above and these processes require some dependencies for them to be effected. There are a number of
dependencies to be taken into consideration as they have the potential to influence the nature and quality of

the audits within the Office of Standards and Compliance as outlined below:

Participants

1. Senior
management /
Executives

2. Middle
management
3. Non-
managerial

et
DEPENDENCIEBPj

Key
Dependencies

Inputs: Information that may be utilized for conducting the
audits

Participants: Any individual or group, that may be

interviewed to obtain the audit information
Outputs
Resources: Assets utilized to conduct and manage the audits

1. Audit
Outcomes

2. Capacity
Building
initiatives

3. Audit report

Outputs: Results obtained from the audits

Figure 15: Key Dependencies of the Capacity and Functionality Audit Process

6.3 Data Collection Methods

Data collection is a big and highly important
part of any andit, T+ is up +o the auditor to
collecting data and information from State institutions and decide which method or methods of collecting

The core of capacity and functionality audits, is based on

information to use for the audit and how +to
coordinate his or her actions with the auditee.

therefore the data collection approach has to be determined.
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The various quantitative data collection methods that may be considered, includes:

O Semi-structured interviews or one-on-one interviews: where
”
the Capacity and Functionality auditors through a structured A <),
session will engage and obtain information from the interviewees; QUANTITATIVE ‘L:
® Questionnaires and surveys: a set of printed or written questions Data Collection Methods
with a choice of answers, devised for the purposes of the audit
and 4
® Focus groups: a group inferview involving a small number of
demographically similar people.
Using any of the above data collection methods, will give a general picture of the State institution in terms of
Capacity and Functionality. The design maybe based on three primary response types: "YES/NO OR
”; and maybe inclusive of the rubrics which is a scoring tool with ratings of i.e. 4, 3, , 1 that
evaluate performance towards a certain audit area; and this is detailed on the guideline to audit the Public
Administration skills, systems and processes. This will assist in answering questions about the presence or

absence of certain practices or criteria in any State institution, as would have been set in the different norms

and standards.

6.4 Overview of Audit Evidence

Audit evidence refers to the information in possession of the auditee that
may be used by the Capacity and Functionality auditor to arrive to the
conclusions on which the audit outcomes and recommendations are based.

In the absence of the audit evidence, the auditors cannot produce the audit outcome together with the
recommendations on capacity building initiatives unless, “there is no requirement of the audit evidence in terms
of the set audit criteria”. Similarly, when the audit evidence is not sufficient or appropriate, the quality of the
audit outcomes also suffers and furthermore, in case of a dispute, the audit evidence may form the basis for
auditors to illustrate their point of view. The Capacity and Functionality auditor may analyze the audit
evidence through:

Analytical procedures
This include performing
various analyses on the

Observatory evidence
ﬂm&{ Physical Examination

The Capacity

This includes the

FMWC"{—V)VW\“’{‘\/[ ﬁ(/ldH’OVS Involves physical observation of various obtained information to

i ) verification of the aspects of the auditee identify any form of

munst ﬂlPPl\{ +60|/M\0[(/l65 i existence of assets or operations or processes trends,  patterns  or
information to identify deficiencies discrepancies

order +to analyze the
collected andit evidewce v > <
order to arrive fo the
conclusions — on which

( (&)
Computation A

Checking the
arithmetical accuracy of

Documentary Evidence

the outcomes are based
and this may include the
Followim@

This involves gathering of
documents regarding the
different aspects of an
audit

E—)

Figure 16: Overview of the Audit Evidence

source documents and
accounting records, or
performing independent
calculations.
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6.5 Access to Audit Evidence

The Capacity and Functionality auditors, must during the execution process identify the appropriate audit
evidence and in the absence of the evidence, the auditors cannot produce the audit outcome together with
recommendations on capacity building initiatives unless, “there is no requirement of the audit evidence in terms
of the set audit criteria”. In obtaining the audit evidence the Capacity and Functionality auditors must always
ensure compliance to the Office of Standards and Compliance regulations, 2020, which gives POWERS that;
any head of institution must co-operate with the Office in terms of section 17(5) of the Public Administration
Management Act, 11 of 2014 by giving the Office full and unrestricted access at all reasonable times to:

©® Any document, book or written or electronic record e
or information of the institution relevant to the
audit or the norm and standard being monitored
and

® Any employee of the institution that the Office
seeks to interview for the purpose of monitoring or
conducting audit in the institution.

=
=

In addition, the Capacity and Functionality auditors may enter any property, premises or vehicle of or under
the control of the institution where a document, book or written or electronic record or information, or any
assets, referred to in sub-regulation (1) are kept; or an employee referred to in sub-regulation (1)(b); direct
a person to produce, or to:

O Deliver at a specified place and time and in a specified format any such document, book or written or
electronic record or information; or

® Inspect and question any person about, any such document, book or written or electronic record or
information, or any such asset;

® Copy, or make extracts from, any such document, book or written or electronic record or information, at the
expense of the institution, or remove such document, book, record or written or electronic information to
make copies or extracts;

O Direct a person to disclose, either orally or in writing, any information that may be relevant for the conduct
of the audit or the monitoring of the norms and standards; or

© Direct a person to disclose information or to give answers to questions in terms of this subsection in writing
or under oath or affirmation; or that any such information or answers be recorded.

The evidence must be provided to the Capacity and
Functionality auditors by the specified time; and before the
commencement of; or during the audit as would have been
specified in the request for audit documents. The audit
evidence must be preserved in line with the Departmental
records management principles as per the National Archives
of South Africa Act 43 of 1996.
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7. CAPACITY BUILDING INITIATIVES IN THE PUBLIC SECTOR

7.1 Overview of Capacity Building

The United Nations Development Programme defines capacity building as "the process through which
individuals, organizations and societies obtain, strengthen and maintain the capabilities to set and achieve their
own development objectives over time"; “and it is not an once-off intervention, but an iterative process of design,
application, learning and adjustment”. To support this process effectively, it is important to identify what key
capacities already exist, what additional capacities may be required to reach these development objectives
and hence the reason behind the auditing of the Public Administration skills, systems and processes in terms
of capacity and functionality in State institutions. The audits are considered to represent the starting point in

the process of capacity building because they will provide information on already existing capacity and asses

which capacities needs to be developed.

As result capacity building is therefore
recognized as a critical component of South
Africa’s transformation and economic growth to ()
improve the overall effectiveness of non-

W6
® wo o@

. e e e 000 ’ -
functional State institutions. anm @ m‘

7.2 Elements of Capacity Building Initiatives

“CAPACITY BUILDING

wn oy b7

After the Capacity and Functionality audits has been concluded, the capacity building initiatives must be

identified. This refers to the post-audit proposed strategies in which State institutions can improve the skills,
knowledge, tools, equipment and other resources needed for institutional effectiveness. Capacity building
initiatives can enhance knowledge, skills, self-efficacy, changes in practice or policies, behavioural change,
application and system-level capacity. Organizational development, workforce development, resource

allocation and leadership are seen as the key elements of capacity building initiatives as outlined below:

CAPACITY BUILDING INITIATIVES

ORGANIZATIONAL

DEVELOPMENT WORKFORCE DEVELOPMENT

1. Workplace learning

RESOURCE ALLOCATION
1. ICT systems

LEADERSHIP

1. Interpersonal skills

1. Policies and procedures
2. Organizational structures
3. Strategic planning
4, Management support

2. Professional development

3. Performance Development
System

4. Transversal training

2. Financial resources
3. Physical resources

4. Tools, equipments

Figure 17: Elements of Capacity Building Initiatives

2. Technical skills

3. Organizational management
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lements of Capacity Building Initiatives Defined

Orgavizational development: meavs ﬂ

Resource allocation: refers +o the

developing policies, procedures, organizational allocation of financial and uman resources, +ools,
structures and providing strategic planning and admivistrative support, physical resources or
management support. Twformation and Commuvication Technology

system/+ools.

Workforce development: is linked +o ‘

workforce learving, which ncludes professional Leadership: meavs developing
development opportunities, transversal +raiing, the interpersonal skills, techvical skills, personal
development of professional support, supervision and aunalities, strategic Visioning, systems thinking,
performance management systems. visioning the future and organizational

management for sevior management,

7.3 Approaches for Implementation of Capacity Building Initiatives

There are several approaches to the implementation of capacity building initiatives. The Office of Standards
and Compliance may recommend the implementation of the mixed method approach to address ensure
effective and efficient implementation of capacity building initiatives by State institutions. The approaches

may include:

Partnership-
Top-Down Bottom-Up Approach =
Which might begin with Which ensures provision Which involves
changing policies or of skills to staff and strengthening the
practices, systems within organizational systems relationships between
government State institutions

Figure 18: Approached for Implementation of Capacity Building Initiatives

7.4 Priorities for the implementation of the recommendations

It is critical to assign priorities when issuing recommendations to the State institutions for the implementation
of the capacity building initiatives. This will assist in proper prioritization of the recommendations and the

priorities may be assigned as follows: High

e Prompt action is required
to ensure that the State
institutions is not exposed
to high risks, and failure to
take action could result in

Action is required to
ensure that the State
institution  is  not

i major negative
ex‘posed to risks and consequences.
failure to  take o
action could result in Low

Action is desirable and

negative
should result in enhanced
control or better value for
money.
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8. COMMUNICATING CAPACITY AND FUNCTIONALITY AUDIT OUTCOMES

8.1 Capacity and Functionality Audit Outcomes

The Capacity and Functionality auditors must plan and conduct the audit with professional scepticism and

exercise professional judgement throughout the audit, as outlined below:

Professional Judgement
“The auditor uses combination of personal qualities, relevant knowledge and experievce with
professional standards +o form opivions and wake decisions”
Professional Scepticism
“The anditor exercises sound judament by following a good judgment process and learnivg +o avoid
udgment traps and being bias

The aim should be on forming an outcome only after obtaining sufficient and appropriate evidence. While
developing an audit outcome, the Capacity and Functionality auditor may not have to examine all the items
or obtain all the evidence, which might be available; however, a conclusion could be reached based on
sampling processes. In the context of the Capacity and Functionality audit, the outcome should be based on
whether the State institution is “functional or non-functional” or “capacitated or non-capacitated” by looking
at the three elements: skills, systems and processes. For any non-functional institutions or non-capacitated
institutions, then the appropriate capacity building initiatives must be identified as part of the
recommendations. However it is critical to also consider the ratings when issuing the audit outcome and this

may include:

Fully Satisfactory Satisfactory / Some

Improvement Needed

Pro (G 2T E

Process

B
£
Q
v
=
)
Q

The examined audit areas, with its
practices and controls are adequately
established and functioning well

0

The examined audit areas, with its
practices are functioning, but need
major improvement

The examined audit areas, with its
practices and controls are functioning
but needs some improvement

Unsatisfactory

The examined audit areas, practices
and controls are not functioning well

Figure 19: Capacity and Functionality Audit Outcomes
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8.2 Capacity and Functionality Audit Report

Communication audit outcomes help State institutions identify what is or isn't working and identify the areas
of change that will improve overall effectiveness. The process begins with a thorough analysis and review of
existing Public Administration skills, systems and processes. After the document review and analysis has been
completed, the communication of audit outcome will take place through a series of structured review meetings
to identify strengths and weaknesses of current operations. The typical deliverable may include a gap analysis
report, with reportable deficiencies that require remediation by the State institutions which will help
identify gaps between the current and desired State, and document the action steps needed to ensure that
the State institution is functional. The reportable deficiencies in the gap analysis report may include the

indication of either the:

© Firm Level - Those deficiencies related to the State institution’s system of quality control/management.
® Engagement Level - Those deficiencies related to the State institution’s individual assurance

engagements or processes.

The purpose of communicating reportable deficiencies is to formally alert the State institution with regards to

any identified deficiency that requires prompt remediation or corrective action to be implemented.

The Gap Analysis Report - will assist more with a quick summary of results, highlighting
i3 areas of strengths and weaknesses, which will lead to a better understanding of a practice
or criterion. This will then result in discussions about which capacity areas should be
ANiAvvers neront pushed to a level of excellence and which can be allowed to continue as they are, even
if only at an adequate level in order to ensure a functional State institution.

v

-3 =
8.3 Issuing Capacity and Functionality Audit Report

After having conducted Capacity and Functionality audits in an institution, the Office of Standards and
Compliance should issue two (2) comprehensive reports both to the Minister for the Public Service and
Administration and the relevant Head of Institution at the National or Provincial Sphere. The report must be
issued in an objective and fair manner that promotes transparency and accountability; helping drive the
broader proactive compliance improvement strategies with relevant institutions on areas where these are most

needed.
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The office of Standards and Compliance must report to the
on the:
O Audits completed;
O Audits outcomes and ratings;
O Assessment of the State institution in terms of capacity and functionality;
O Details on the failure /progress to conduct schedule self-diagnostic assessments on capacity
and functionality and
O Proposed capacity building initiatives / recommendations, with its priorities

el
The report may include: i/
O Gap analysis indicative of the reportable deficiencies;
O Identified areas of weaknesses; E
O Steps to be taken by the Head of Institution to comply with the applicable minimum norms and
standards and assistance provided to the institution in taking those steps and
[0 Time periods that the head of institution must report on the steps taken, submission and

implementation of remedial plans and, if not, the reasons for not doing so.

In addition, the Office of Standards and Compliance must also issue the Head of the Institution with
the:
[ Final audit report indicative of gap analysis/ details of
the findings with areas of strengths and weaknesses.
[0 Time periods that the Head of Institution must ensure both submission
and implementation of remedial plans.

/) \EA REPORT

The final audit report must be issued within 14 days after the conclusion

of the audit for each auditee. @ >
huﬁrh
A quarterly report, must be issued on the overall number of audits, the t
< Q.

auditees, audit areas and the audit outcomes.

on an annual basis on the DPSA website which will be indicative of i.e.
how many audits were conducted, how many State institutions were
compliant or non-compliant, the outcomes and key recommendations in
terms of capacity building initiatives.

//
A global report, must be issued on the overall yearly audits and published \é@i /

8.4 Measurement of Audit Outcomes

It is imperative for the State institutions to comply with the prescribed Public Administration norms and

standards. The Capacity and Functionality audit will therefore asses if the State institutions are capacitated,

functional and formulate capacity building initiatives where there are gaps identified in order to assist in

improving the overall performance of the institution to ensure that State institutions functions optimally and

are able to achieve its objectives effectively, efficiently and economically as defined below:
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Functional State Institution - refers to an institution that
is capable of serving the purpose for which it was
designed for and its operations are fully guided by the
approved Public Administration norms and standards
related to skills, systems and processes.

Achievement of
targets

FUNCTIONAL

Compliance

gpproved to processes

systems i.e.
policies
Skilled

personnel /

Adequate

resources

Non-Functional State Institution - refers to an
institution established for a specific purpose but their
operations do not comply or partially complies with the
approved Public Administration norms and standards
related to skills, systems and processes.

Skills deficit /
Lack of NON-FUNCTIONAL

resources

Systems deficiencies

Process flaws

Non-Achievement of
targets

Figure 20: Difference Between Functional and Non-Functional State Institutions

functionality.

Moreover it is required by the Office of Standards and
Compliance Regulations, 2020, that the Capacity and
Functionality auditors document the details on the
progress/failure by the State institution to conduct

schedule self-diagnostic assessments on capacity and

&7

)
&7
&
\ i Self-Assessment
577
/5

8.5 Post-Audit Improvement and Technical Support

Following the Capacity and Functionality audit report, which details the finding, root cause, impact and

recommendations to State institutions; a post-audit improvement and technical support for compliance

monitoring must be provided to assess how the State institutions skills, systems and process can be improved

based on recommendations. The Office of Standards and Compliance may consider follow-up/additional

audit by:

© Ensuring that State institutions compiles an action
plan based on audit outcomes inclusive of corrective

measures;

® Providing oversight assistance in executing the action

plan and

©® Monitoring progress of action plans executed by the

State institution.
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Furthermore, the technical support may be provided to both national and provincial Departments who requires
any assistance with Capacity and Functionality audit. The Office may assist Departments with the following

matters:

© Capacity building support, by indirectly assisting with
capacity building initiatives through oversight support
or dedicated training interventions or resources.

S
8.6 Pro-active Monitoring During the Improvement and Technical Support

The audited State institutions that have received formal audit report with reportable deficiencies must analyse
the report and submit to the Office of Standards and Compliance, a root cause analysis report and an action
plan within 14 days from the date of the formal audit report, with a written undertaking on how all the
deficiencies that were reported will be addressed by the State institution. The Office of Standards and
Compliance will monitor the implementation of the recommendations completed by the State institution and
supported by the relevant evidence of remediation and this must be submitted within 30 days of the receipt

of the report.

Once the pro-active monitoring process for a specific institution has
been concluded, the evidence submitted will be audited to confirm

sufficiency of the remediation. It is anticipated that the Office of

standards and compliance will therefore make further insights on

the remediation steps and whether they are appropriate and

addressing the risk of repetitive findings.

8.7 Implementation of Enforcement

ENFORCEMENT In cases where the State institutions fails to implement the
NCTICE recommendations issued or where the State institutions operates
dishonestly or fails to corporate; the cases may then be referred
for enforcement by the Office of Standards and Compliance, with

the purposes of enforcing compliance in the State institution.

FRAMEWORK FOR PUBLIC ADMINISTRATION CAPACITY AND FUNCTIONALITY AUDITS | 42
Version 0002, August 2022




8.8 Matters Brought To The Office

According to the Public Administration Management Act, 2014, section 17 (4)(f), matters may be brought to
the Office of Standards and Compliance for possible auditing/investigation and the Office should report in
writing (i) at least once every quarter to the Minister for the Public Service and Administration on the progress
made in the investigation and finalisation of matters brought before the Office. Therefore in line with the
internal Standard Operating Procedures, the State institutions may submit matters which are severely affecting
the capacity, capability and functionality of State. The Office of Standards and Compliance may consider
depending on the assessment of the matter; the Capacity and Functionality audit of the skills, systems,

processes and advise on capacity building initiatives.

8.9 Quality Assurance

The Capacity and Functionality auditors for every audit should perform quality control procedures,
throughout the entire process. The final audit report should be quality assured for prevention from all
possible errors, inconsistencies and misinterpretation, through peer review processes by the Capacity and
Functionality auditors. File tampering after the final audit report has been issued and signed out will be

not be acceptable as it skews the integrity and quality of the entire audit processes.
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9. CAPACITY AND FUNCTIONALITY AUDIT RESOURCES TEAM

9.1 The Overview of the Capacity and Functionality Auditors

Conducting an audit requires expertise to do it effectively and the task must be carried out by the Capacity

and Functionality auditors, appointed in terms of Public Service Act, 1994 within the Office of Standards and

Compliance, who have received any relevant audit training and adheres to the code of conduct as outlined

in this framework. The Capacity and Functionality auditor must possess the appropriate skills, expertise

required for the job and continuously be exposed to training and development in the field, and in addition

must have the understanding and knowledge of the Public Administration norms and standards.

9.2 The Role of the Capacity and Functionality Auditors

The roles and responsibilities of Capacity and Functionality auditors are to collect, analyse and scrutinize all

the State institutions skills, systems and processes and advise on capacity building initiatives. The Capacity

and Functionality auditor may play any of the following roles throughout the audit cycle, depending on the

assignment:

(

OVERSIGHT
ROLE

To evaluate whether
State entities are
doing what they are
supposed to do and
complying with

applicable Public
Administration norms
and standards

~

-

DETECTION
ROLE

To identify improper
and inefficient
processes acts that

have already
transpired and collect
evidence to support
decisions regarding
capacity development

~

. j

N

/

-

N

INSIGHT
ROLE

o

™\

)

-

/

FORESIGHT
ROLE

To identify trends and
bringing attention to

emerging challenges
before they become
crises

™\
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9.3 Code of Ethics for Capacity and Functionality Auditors

The Capacity and Functionality auditors must always conduct themselves in compliance with the requirements
of the Public Service Code of Conduct, and must carry out their duties competently, independently and in
good faith. Due to the privacy and confidentiality of some of the information in the State institutions, it is
therefore critical to promote an ethical culture and therefore the code of ethics is necessary and appropriate
for Capacity and Functionality auditors as outlined below. The Capacity and Functionality auditors must

demonstrate the following:

Integrity
\ - ®Shall perform their work with honesty, diligence and
- responsibility.
® Shall observe the law and make disclosures expected by the
law and the profession.
Objectivity
\ ~ ® Shall not participate in any activity or relationship that may
- impair or presumed to impair unbiased audits.
= Shall disclose all materials facts know to them that, if not
disclosed may distort the reporting of activities under review.
Confidentiality
\ - ® Shall not use the information for any personal gain or in any
- manner that would be contrary to the law or detrimental o the
legitimate and ethical objectives of the organization.
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10. CAPACITY AND FUNCTIONALITY STAKEHOLDERS
10.1Key Stakeholders

The Office of Standards and Compliance may engage with any relevant professional body for oversight or
technical support and advisory services or any other profitable collaboration to the Capacity and Functionality
audit function. In addition, the Office of Standards and Compliance may also consider a Combined Assurance
Model as guided by Principle 3.5 of the King lll Report, which may involve assurance providers both internal
or external working more closely together on joint audit for inter-agency activities, aimed at delivering one
planned services with other agencies for cost-effectiveness, and any other limitations; and this will be
dependent upon the risk appetite of the earmarked agencies. The currently identified key stakeholders
includes amongst others the below outlined and the Office of Standards and Compliance will not only limit

itself to these stakeholders, and more maybe engaged as or when the need arises:

Auditor-General of South National School of
Africa Government

Government Technical
National and Provincial Advisory Centre

Departments

Department of Public Service
and Administration
Institutional Assessment

United Nations Development
Programme

By

Office of Health Standards and Compliance @
Public Services SETA

Figure 22: The Capacity and Functionality Stakeholders
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https://www.pwc.co.za/en/publications/king3.html
https://www.pwc.co.za/en/publications/king3.html
https://www.gtac.gov.za/
https://www.gtac.gov.za/
https://www.gtac.gov.za/
https://www.gtac.gov.za/

This framework is aligned to the Public Administration Management Act, 2014, does not fall within the
provision of the Public Audit Amendment Act, 5 of 2018, which assign functions to the Auditor-General of
South Africa for them to conduct their audits. The framework has been widely consulted with an extensive
array of stakeholders, in order to ensure that such audits are conducted in a systematic way and acceptable
standards within the public service. The framework will remain valid in line with the Department of Public
Service and Administration Medium-Term Strategic Framework (5-year period) or may be reviewed during
the mid-term in line with any amendments to the relevant regulatory prescripts including new audit standards
or if a need arises for the improvement of the audit processes within the Office of Standards and Compliance.
The framework should always be used in unification with the internal Standard Operating Procedures for

Capacity and Functionality audits of skills, systems, processes and advise on capacity building initiatives.
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