
 

 
The scope of the external assessment will, 
among others, cover matters related to 
independence and objectives of the IAA, 
expectations of the IAA expressed by the 
senior management and AC, integration of the 
IAA into the organisation’s governance 
processes, efficiency and effectiveness of 
internal audit approach, as well as audit 
strategy and plans. 
 
On completion of the external assessment, the 
review team should issue a formal report 
containing an opinion on the level of the IAA’s 
compliance with the ISPPIA20. The CAE and 
AO should prepare a written action plan in 
response to comments and recommendations 
in the report.    

3.8 Relationship with the Office of the Auditor-
General/External Auditors  

In terms of the ISPPIA the IAA should share 
information and co-ordinate its activities with 
those of the internal and external providers of 
assurance and consulting services. This is 
done to ensure appropriate coverage of risk 
areas and minimise duplication of efforts. 

                                                           
20 Practice Advisory note 1320-1 

 Establishment of IAA 

43 Internal Audit Framework



There should be access to each other’s audit 
plans and programs, as well as audit 
reports21. 
 
It is recommended that periodic meetings be 
held between the IAA and external audit. At 
these meetings key risks should be discussed, 
audit scopes should be shared, priorities 
should be emphasised and findings should be 
discussed. 
 
The IAA can assist external auditors obtain an 
in-depth level of understanding of the audit 
client’s business. The external auditors are 
mainly concerned with the fair presentation of 
the organisation’s financial statements. 
 
 
 
 
 
 
 
 
 
 
 

                                                           
21 ISPPIA 2050 
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4 Nature of Work22 

IAA must evaluate and contribute to the 
improvement of risk management, control and 
governance processes using a systematic and 
disciplined approach. 

4.1 Risk Management23 

IAA is responsible for providing assurance to 
management and the AC on the adequacy 
and effectiveness of the risk management 
process. Risk management is a key re-
sponsibility of the AO and management.  
Management should ensure that adequate risk 
management processes are in place and 
functioning as intended. 
 
IAA must assist management and the AC  
by examining, evaluating, reporting and re- 
commending improvements on the adequacy 
and effectiveness of management’s risk 
processes.  Conducting assessments and re-
porting on the organisation’s risk management 
process should be a high audit priority. 
 

                                                           
22 ISPPIA 2100 
23 ISPPIA 2120 
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IAA must be satisfied that the organisation’s 
risk management processes address five key 
objectives to formulate an opinion on the 
overall adequacy thereof. The five key 
objectives of risk management are: 
 
• Risks arising from business strategies 

and activities should be identified and   
prioritised. These risks should focus on 
the efficient, economic and effective use 
of resources, as well as any duplications 
of functions that might exist; 

• Management should determine the level 
of risk acceptable to the organisation; 

• Risk mitigation activities should be 
designed and implemented to reduce or 
manage risk to a level acceptable by  the 
organisation; 

• Management should receive periodic 
reports of the results of risk management 
processes; and 

• Ongoing activities should be conducted 
to periodically reassess risk and the 
effectiveness of controls to manage risk. 

 
The IAA must evaluate risk exposures relating 
to the organisation's governance, operations, 
and information systems regarding: 
 
• Reliability and integrity of financial and 

operational information; 
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• Effectiveness and efficiency of opera-
tions; 

• Safeguarding of assets; and 
• Compliance with laws, regulations, and 

contracts. 
 

Users are referred to the Risk Management 
Framework developed by the National 
Treasury. 

4.2 Control24 

Management must determine the level of risk 
they are willing to accept in the area to be 
reviewed before controls can be evaluated.  
Controls in place can then be evaluated to 
determine how successful they are expected 
to be in reducing risk to a desired level. 

4.2.1 Types of Internal Controls 

Directive Controls 
A directive control is intended to cause or 
encourage a desirable event to occur, for 
example orientation all new employees on 
organisational policies, and implementation of 
a delegation within the organisation. 

                                                           
24 ISPPIA 2130 
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Preventive Controls 
A preventive control is designed to prevent 
undesirable events from occurring. Preventive 
controls include employment of trustworthy 
and competent people, segregation of duties, 
and physical control over assets to prevent 
improper conversion or use. 
 
Detective Controls 
Detective controls are designed to detect 
undesirable events that have occurred. 
Detective controls include reviews and 
comparisons, such as records of performance 
and independent checks on performance. 
They also include such control devices as 
bank reconciliations, confirmation of bank 
balances, cash counts, physical counts of 
inventories and analysis of variances, and 
computerised techniques such as transaction 
limits and passwords. 
 
Corrective Controls 
Corrective controls rectify an error or 
irregularity which has been detected. An 
example is causing an employee to pay back 
funds that were fraudulently acquired from the 
organisation. 
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4.2.2 Evaluation of Controls 

Based on the results of the risk assessment 
the IAA must evaluate the adequacy and 
effectiveness of controls encompassing the 
organisation’s governance, operations, and 
information systems. This should include: 
 
• Reliability and integrity of financial and 

operational information; 
• Effectiveness and efficiency of opera-

tions; 
• Safeguarding of assets; and 
• Compliance with laws, regulations and 

contracts. 
 
IAA should perform sufficient audit work and 
gather information to form an opinion on the 
adequacy and effectiveness of the internal 
control process. The CAE must communicate 
the overall opinion on a timely basis. 
 
The following aspects should be considered 
when assessing controls for adequacy:  
 
• The control environment and manage-

ment attitude towards controls; 
• Standard control practices (generally 

accepted management practices); and 
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• Compliance with other generally used 
control frameworks. 

 
After satisfying oneself that the controls are 
adequate, the internal auditor should evaluate 
the controls for effectiveness.   
 
To ensure that the conclusions reached are 
correct and supported by acceptable evidence 
the auditors are required to analyse and 
evaluate the findings of the audit in order to 
determine whether the controls are effective or 
not. 
 
The auditor may reach one of the following 
conclusions when evaluating the controls for 
effectiveness:  
 
• Effective 
The existing controls are effective, i.e. they 
provide reasonable assurance that the activity 
will achieve its performance objectives. 
 
• Ineffective 
The existing controls are ineffective, i.e. they 
do not provide reasonable assurance that the 
activity will achieve its performance objectives. 
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4.3 Governance25 

The IAA must assess and make appropriate 
recommendations for improving the govern-
ance process in its accomplishment of the 
following objectives: 
 
• Promoting appropriate ethics and values 

within the organisation; 
• Ensuring effective organisational per-

formance management and account-
ability; 

• Communicating risk and control informa-
tion to appropriate areas of the organi-
sation; and 

• Coordinating the activities of and 
communicating information among the 
board, external and internal auditors, and 
management. 

 
In promoting the ethics and values within an 
organisation IAA should evaluate whether: 
 
• The organisation has a formal code of 

conduct and other policies communi-
cating appropriate ethical and moral 
behavioural standards and addressing 

                                                           
25 ISPPIA 2110 
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acceptable operational practices and 
conflict of interest; 

• An ethical tone has been developed at 
the top and communicated throughout 
the organisation; 

• High ethical standards are in place when 
dealing with the public, EA, employees, 
suppliers, auditors, and others;  

• Management cooperates with auditors 
and other evaluators, discloses known 
problems to them, and values their 
comments and recommendations; 

• Appropriate disciplinary action is taken in 
response to departures from approved 
policies and procedures or violations of 
the code of conduct;  and 

• The types of disciplinary actions that are 
taken are widely communicated through-
out the organisation so that others know 
that if they behave improperly, they will 
face similar consequences. 

 
In ensuring efficient organisational perform-
ance and management accountability IAA 
should evaluate whether: 
 
• Management has established overall 

organisation-wide objectives in the form 
of mission, goals, and objectives in 
strategic and annual performance plans; 

52National Treasury



 Nature of Work 

 

• The organisation-wide objectives relate 
to and stem from program requirements 
established by legislation; 

• The organisation-wide objectives are 
specific, measurable, achievable, realis-
tic and timeous enough to clearly apply 
to the organisation; 

• Strategic plans support the organisation-
wide objectives; and 

• The organisation-wide objectives are 
effectively communicated to all employ-
ees. 

 
IAA should communicate effectively in its 
reports to line function, senior and executive 
management when making recommendations 
for improvement on risk and control 
processes. 
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5 Audit Process 

The audit process includes: 
 
• Engagement planning; 
• Performing the engagement; 
• Communicating results; and 
• Monitoring. 

5.1 Engagement Planning26 

Internal auditors must develop and document 
a plan for each engagement, including the 
engagement’s objectives, scope, timing and 
resource allocations. 
 
Engagement planning involves consideration 
of objectives of the activities being reviewed, 
scope, resource allocation and the work 
program.  
 
Engagement planning can be divided into the 
following: 
 
• Planning considerations; 
• Engagement objectives; 
• Engagement scope; 
• Engagement resource allocation; and 
• Engagement work program. 

                                                           
26 ISPPIA 2200 
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5.1.1 Planning Considerations27 

In planning the engagement, internal auditors 
must consider: 
 
• Objectives of the activity being reviewed;  
• Significant risks to the activity; 
• Assurance or consulting engagement; 
• Adequacy and effectiveness of the 

activity’s risk management and control 
processes; and 

• The opportunities for making significant 
improvements to the activity’s risk 
management and control processes. 

5.1.2 Engagement Objectives28 

The engagement objectives must address the 
governance, risks and control processes 
associated with the activities under review. 
 
Consulting engagement objectives should be 
agreed upon with the client, documented and 
should form part of the engagement contract. 

                                                           
27 ISPPIA 2201 
28 ISPPIA 2210 
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5.1.3 Engagement Scope29 

The scope must be sufficient to satisfy the 
objectives of the engagement and should be 
documented.  
 
The scope can be defined in terms of the 
following: 
 
• A geographical area; 
• Period under review; 
• A business unit; and/or 
• Relevant system. 
 
Consulting engagement scope should be 
agreed upon with the client, documented and, 
should form part of the engagement contract. 

5.1.4 Engagement Resource Allocation30 

Internal auditors must determine appropriate 
and sufficient resources to achieve engage-
ment objectives.  Staffing should be based on 
an evaluation of the nature and complexity of 
each engagement, time constraints and 
available resources. 
 

                                                           
29 ISPPIA 2220 
30 ISPPIA 2230 
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In determining resources the following should 
be considered: 
 
• Number and experience of internal 

auditors required; 
• Consideration of the use of external 

resources; 
• Geographical area to be covered;  
• The number of localities to be visited; 
• Number of languages; 
• Foreign currency; and 
• Cultural differences. 

5.1.5 Engagement Work Program31 

An audit program must include the objectives 
and procedures to be performed, an appro-
priate description of the auditable area, the 
preparer, the date of preparation, the reviewer 
and the review date. The program must  
be appropriately referenced and cross-
referenced. Procedures must be designed to 
achieve the objectives of the audit. The 
sample size will be determined by the nature 
of controls.  Procedures must clearly indicate 
the documents to be reviewed, specifying 
areas of significance.   
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The audit program must be compiled in a 
standard format to ensure consistency. The 
final audit program must be reviewed and 
approved by a supervisor. All changes to the 
program must be approved in writing by the 
supervisor and reasons for changes should be 
documented.   

5.2 Performing the Engagement32 

Performing the engagement involves conduct-
ing field work to ensure that the objectives of 
the audit are achieved. This includes review, 
analysis and verification of information 
contained in documents, physical items, and 
corroboration by officials.  
 
Performing the engagement can include but is 
not limited to the following: 
 
• Identifying information; 
• Analysis and evaluation; 
• Documenting information; and 
• Engagement supervision. 

                                                           
32 ISPPIA 2300 
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5.2.1 Identifying Information33 

Information should be collected on all matters 
related to the engagement objectives and 
scope of work. 
 
Information must be sufficient, competent, 
relevant, and useful to provide a sound  
basis for engagement observations and 
recommendations.  Sufficient information is 
factual, adequate, and convincing so that a 
prudent, informed person would reach the 
same conclusions as the auditor. Competent 
information is reliable and is best attainable 
through the use of appropriate engagement 
techniques. Relevant information supports 
engagement observations and recommenda-
tions and is consistent with the objectives for 
the engagement.  Useful information helps the 
organisation meet its goals. 

5.2.2 Obtain and Document System Descriptions  

 A detailed system description should be 
documented. Controls (manual and auto-
mated) that management has implemented to 
manage the risks in the process should be 
identified. 
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The IAA should document the information in 
either narrative and/or in a flow chart format. It 
is recommended that the IAA initially captures 
the system description in a narrative manner 
to identify all key controls in an auditable area.  
The flow chart can be designed to give a 
systematic process flow of the activities of the 
auditable area. Any changes in the system 
since the last audit should be clearly 
documented. 
 
The auditor can obtain information from a 
number of sources, namely:  
 
• Discussions with the client’s staff 

involved in the process; 
• Systems documents prepared by the 

client; and 
• Other relevant sources within the 

organisation. 

5.2.2.1 Verifying the System Description 

Internal auditors should verify whether the 
documented system functions as described.  
 
The systems description should be forwarded 
to line management for their confirmation of 
the process and inclusion of their comments.   
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5.2.3 Analysis and Evaluation34 

Analytical audit procedures provide efficient 
and effective means of assessing and 
evaluating information collected during the 
engagement.  This procedure can assist in 
identifying: 
 
• Unexpected differences; 
• Absence of differences when expected; 

and 
• Potential errors/irregularities/illegal acts. 
 
Analytical procedures can be applied to 
monetary amounts, physical quantities, ratios 
and percentages. Unexplained differences 
resulting from analytical procedures should be 
subjected to additional procedures in order to 
achieve engagement objectives. 

5.2.4 Documenting Information35 

Internal auditors must document relevant 
information to support the conclusions and 
engagement results.  Information can be 
documented in any form determined by IAA. 
 

                                                           
34 ISPPIA 2320 
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The design and content of the working papers 
will depend on the nature of the engagement 
and the policies and methodology adopted by 
the IAA.  The CAE should establish working 
paper policies for different engagements. 
 
Working papers are the property of the 
organisation and must be under control of IAA. 
Access to and retention of IAA’s records 
should be addressed in the IA Charter. 
 
Access to working papers should be restricted 
to authorised personnel.  Access to personnel 
outside internal audit should be approved by 
the CAE, while access to parties outside the 
organisation should be with approval of senior 
management or legal counsel as appropriate. 
 
A policy should be in place to address access 
requirements and procedures for granting 
access.  The policy should also address 
retention of records in line with policies of the 
organisations. 
 
The following audit procedures are normally 
performed in gathering audit evidence: 
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• Inspection 
 

The inspection of documents and physical 
items is used to gather audit evidence. This is 
most persuasive audit test. 
 
• Re-performance 
 
Re-performance of the auditee’s control 
processes and/or processes.  An example of 
this is the re-calculating of the items on the 
invoice for accuracy, etc. 
 
• Confirmation 

Independent validation of information provided 
by the auditees or validations of the auditee 
control processes. Third party confirmations 
are more reliable than those obtained from the 
auditee. 
 
• Enquiry 

The internal auditor should carefully design 
appropriate questions to verify management 
information and processes.  
 
• Observation 

Observation means being present and 
observing the process being performed by the 
auditee.  

 Audit Process 
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5.2.5 Engagement Supervision36 

Supervision is a process that continues 
throughout the engagement. The extent of 
supervision depends on the experience and 
proficiency of internal auditors assigned to the 
engagement and the complexity of the 
engagement. 
 
Supervision includes: 
 
• Assigning competent internal auditors to 

the engagement; 
• Staff training and development; 
• Approving the work program and 

ensuring that it is implemented; and 
• Ensuring engagement objectives are 

achieved. 
 
There should be documented evidence of 
appropriate supervision. 

5.3 Communicating Results37 

5.3.1 The Purpose of Communicating Results  

The IAA communicates the results of the audit 
engagements to management by issuing an 

                                                           
36 ISSPIA 2340 
37 ISPPIA 2400 
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audit report. Findings should be included in 
the audit report and discussed with the client.  
It is important that agreement be reached 
regarding the facts of each matter included in 
the final report.  
 
The IAA should consistently "add value" 
through proactively contributing by making 
practical, cost effective recommendations to 
management. Management should consider 
the cost-benefit of implementing the IAA‘s 
recommendations. 

5.3.2 Criteria for Communicating38 

The audit results should be communicated to 
the auditee and relevant senior and executive 
management. 
 
Communications must include the engage-
ment’s objectives and scope as well as 
applicable conclusions, recommendations, 
and action plans.  
 
Internal auditors are encouraged to acknow-
ledge satisfactory performance in engagement 
communications and where appropriate 
include the internal auditor’s overall opinion 
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and/or conclusions.  Recommendations may 
be general or specific and should address the 
root cause of the finding. 
 
A finding should consist of: 
 
• Criteria – What is expected; 
• Condition – Actual condition; 
• Cause – Reason for difference between 

what is expected and actual condition; 
and 

• Effect – Impact of actual condition not 
being what is expected. 

5.3.3 Quality of Communications39 

The information communicated must be:  
 
• Accurate – free from errors and 

distortions; 
• Objective – fair, impartial and unbiased; 
• Clear – easily understood and logical; 
• Concise – to the point, without 

unnecessary elaboration, superfluous 
detail, redundancy and wordiness; 

• Constructive – helpful to the engagement 
client and the organisation and lead to 
improvement where needed; 

                                                           
39 ISPPIA 2420 
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• Complete – include all the relevant facts; 
and 

• Timely – well timed, opportune and 
expedient for careful consideration by 
those who may act on the recom-
mendations. 

 
If a final communication contains a significant 
error or omission, the CAE should communi-
cate the corrected information to all parties 
who received the original communication. 

5.3.4 Use of “Conducted in Conformance with 
the ISPPIA”40 

When non-compliance with the Standards 
impacts a specific engagement, communica-
tion of the results must disclose the:41 
 
• Standard(s) with which full compliance 

was not achieved; 
• Reason(s) for non-compliance; and  
• Impact of non-compliance on the en-

gagement. 

                                                           
40 ISPPIA 2430 
41 ISPPIA 2431 

67 Internal Audit Framework



5.3.5 Disseminating Results42 

Engagement results must be disseminated to 
those who are in a position to take corrective 
action or ensure that corrective action is 
taken.  This may be: 
 
• The responsible unit manager; 
• Senior management; 
• Executive management (including. 

Accounting Officers and Heads of 
Departments); 

• Audit Committees; and  
• Other governance and oversight com-

mittees (where appropriate). 
 
The internal auditors must solicit comments 
from management timeously. Management 
must provide comments in accordance with 
the terms agreed upon in the engagement 
letter. The IAA should record all attempts to 
obtain management comments. 
 
The internal auditors should analyse the 
management comments received. The 
following should be considered:  
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• The adequacy and relevance of 
management’s response to findings and 
recommendations; 

• Any disagreements raised by manage-
ment on the findings;  

• Proposed actions by management; and 
• The impact of management’s actions on 

the report. 
 
Dissemination of results is subject to the 
policies of the organisation and/or terms of 
engagement for a specific engagement. Prior 
to releasing results to parties outside the 
organisation, the CAE should: 
 
• Assess the potential risk to the 

organisation; 
• Consult with senior management and/or 

legal counsel as appropriate; and 
• Control dissemination by restricting the 

use of the results. 

5.4 Monitoring Progress43 

The CAE must establish procedures to in-
clude: 
 
• An evaluation of management response; 
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• Verification of the response; and 
• A follow-up engagement. 
 
Observations and recommendations requiring 
immediate action should be monitored by IAA 
until corrected.  IAA should ensure that 
actions taken by management address the 
identified deficiencies.  Responsibility for 
follow-up should be defined in the IA Charter. 
 
Follow-up audits must be incorporated in the 
annual audit plans. Follow-up audits entail 
verification of implementation of management 
actions. 
 
 
 
 
 
 
 
 
 
 
 

70National Treasury



 Consulting Activities 

 

6 Consulting Activities44 

Consulting services should focus on assisting 
management in problem solving activities, 
achieving the organisation’s objectives, and 
add value to line and senior management. The 
charter should include the authority and 
responsibilities of consulting services.  

6.1 Types of Consulting Engagements 

The types of consulting work include the 
following: 
 
• Formal consulting engagements – those 

that are planned and subject to written 
agreement; 

• Informal consulting engagements – 
routine activities such as participation on 
standing committees, limited-life audit 
projects, ad-hoc meetings and routine 
information exchange; 

• Special consulting engagements – 
participation on dedicated teams such as 
a merger and acquisition team or system 
conversion team; and 
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• Emergency consulting engagements – 
participation on a team established for 
recovery or maintenance of operations 
after a disaster or other extraordinary 
business event, or a team assembled to 
supply temporary help to meet a special 
request or unusual deadline. 

 
Objectives, scope and limitations of the 
consulting assignment should be confirmed in 
writing in an engagement letter. The 
responsibilities of both management and the 
IAA should be defined and documented in the 
engagement letter that should be signed by 
both parties.   
 
The IAA should obtain an understanding of the 
nature of the engagement to clearly articulate 
the terms of reference. Agreed upon 
procedures should be documented in the 
engagement letter and agreed upon with the 
client. 
 
In the conduct of the assignment, the IAA 
should perform the procedures as outlined in 
the engagement letter. 
 
All working papers prepared during the 
execution of the consulting engagement 
should be kept as evidence of conducting the 
procedures. 
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The IAA should communicate issues and 
preliminary results of the consulting engage-
ment with line management during the 
conduct of the assignment.  
 
Report to management may either be oral by 
conducting a meeting session with line 
management or written updates can be 
provided to management. 
 
As agreed upon in the engagement letter, the 
IAA should report results of the consulting 
activity.  

6.2 Acceptance of Consulting Activities  

The following guidelines are provided for 
assisting the IAAs in accepting consulting 
activities:  
 
• Some consulting activities are specifi-

cally identified in the approved internal 
audit annual plan; 

• Other consulting activities are initiated by 
managers communicating directly with 
the CAE as activities happen within the 
organisation; 

• The CAE should request the Audit 
Committee’s approval for consulting 
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activities that significantly affect the 
approved internal audit’s annual plan;  

• The CAE should consider the impact of 
independence and objectivity on the IAA 
before acceptance of the consulting 
activities; 

• The CAE should consider whether the 
internal auditors have the requisite skills, 
knowledge, time and competencies to 
perform the proposed consulting acti- 
vities; and 

• The CAE should consider the risks 
associated with the proposed consulting 
activities. 
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Annexure 1 
 
 

AUDIT 
COMMITTEE CHARTER 

 
 
Purpose 
 
To assist the AC in fulfilling its oversight responsibilities 
for the financial reporting process, the system of 
internal control, the audit process, the process for 
monitoring compliance with laws and regulations and 
the code of conduct. 
 
Authority 
 
The AC has authority to conduct or authorise 
investigations into any matters within its scope of 
responsibility. It is empowered to, but not limited to the 
following: 
 
• Resolve any disagreements between manage-

ment and the auditor regarding financial reporting; 
• Pre-approve all auditing and non-audit services; 
• Retain independent counsel, accountants, or 

others in consultation with the AO, to advise the 
committee or assist in the conduct of an 
investigation;    
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• Seek any information it requires from all 
employees; and 

• Meet with management, external auditors, or 
outside counsel, as necessary. 

 
Composition 
The AC will consist of at least three members of which 
the majority will not be employees of the entity to be 
served. The AO in consultation with the EA will appoint 
the committee members and the chair person. In 
relation to a municipality, Council must appoint 
members and the chairperson. 
 
Meetings  
The committee will meet at least four times a year, with 
authority to convene additional meetings as circum-
stances require. All committee members are expected 
to attend each meeting. The committee will invite 
members of management, auditors, or others to attend 
meetings and provide pertinent information as 
necessary. Meeting agendas will be prepared and 
provided in advance to members, along with 
appropriate briefing materials. Minutes will be 
prepared. 
 
Remuneration 
AC members not holding executive office in the 
organisation or not being in the public service shall be 
remunerated for their services on the AC based on 
meetings attended. The Chairperson of the AC shall be 
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paid additional remuneration for such attendance and 
for services related to the AC. Remuneration shall be 
determined in line with guidelines issued by National 
Treasury. 
 
Responsibilities  
The committee will carry out amongst others the 
following responsibilities: 
 
Financial Statements 

• Review the annual financial statements and 
consider whether they are fairly presented, 
complete and reflect appropriate accounting 
principles; 

• Review other sections of the annual report and 
related regulatory filings before release and 
consider the accuracy and completeness of the 
information; 

• Review with management and the external 
auditors all matters required to be communicated 
to the committee under the standards or 
legislation; and 

• Understand how management develops interim 
financial information, and the nature and extent of 
internal and external auditor involvement. 
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Internal Control 

• Consider the effectiveness of the organisation’s 
system of internal control, including information 
technology security and control; and  

• Understand the scope of internal and external 
auditors’ review of internal control over financial 
reporting, and obtain reports on significant 
findings and recommendations, together with 
management’s responses. 

 
Internal Audit 

• Review with management and the CAE the 
charter, strategic and operational plans, internal 
audit activities, staffing and organisational 
structure of the IAA;  

• Ensure there are no unjustified restrictions or 
limitations, review and concur on the 
appointment, replacement, or dismissal of the 
CAE;  

• Review the effectiveness of IAA, including 
compliance with the IIA’s International Standards 
for the Professional Practice of Internal Auditing; 
and  

• On a regular basis, meet separately with the CAE 
to discuss any matters that the committee or 
internal audit believes should be discussed 
privately. 
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External Audit 

• Review the external auditors’ proposed audit 
scope and approach, including coordination of 
audit effort with internal audit; and 

• On a regular basis, meet separately with the 
external auditors to discuss any matters that the 
committee or auditors believe should be 
discussed privately. 

 
Compliance 

• Review the effectiveness of the system for 
monitoring compliance with laws and regulations 
and the results of management’s investigation 
and follow-up (including disciplinary action) of any 
instances of non-compliance;  

• Review the findings of any examinations by 
regulatory agencies and any auditor observations; 
and  

• Obtain regular updates from management and 
company legal counsel regarding compliance 
matters. 

 
Reporting Responsibilities 

• Regularly report to the AO about committee 
activities, issues, and related recommendations;  

• Provide an open avenue of communication 
between IAA, the external auditors and 
management; 
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• Review any other reports that the entity issues 
relating to committee responsibilities; 

• Perform other activities related to this charter as 
requested by the AO;  

• Institute and oversee special investigations as 
needed;  

• Review and assess the adequacy of the 
committee charter annually, requesting AO’s 
approval for proposed changes and ensure 
appropriate disclosure as may be required by law 
or regulation;  

• Confirm annually that all responsibilities outlined 
in this charter have been carried out; and  

• Evaluate the committee’s and individual 
members’ performance on a regular basis. 

 
 
 

Acknowledged by: 
Accounting Officer                         Date 
 
 
 
Approved by: 
Executive Authority   Date 
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Annexure 2 
 
 

INTERNAL AUDIT  
CHARTER 

 
 

Purpose and Scope of Work   
The purpose of the internal auditing activity is to 
provide an independent, objective assurance and 
consulting services designed to add value and improve 
the organisation’s operations.   
 
The scope of work of the IAA is to determine whether 
the organisation’s network of risk management, control, 
and governance processes, as designed and 
represented by management, is adequate and 
functioning in a manner to ensure amongst others that: 
 
• Risks are appropriately identified and managed; 
• Significant financial, managerial and operating 

information is accurate, reliable and timely; 
• Resources are acquired economically, used 

efficiently, and adequately protected; and 
• Programs, plans and objectives are achieved. 
 
Opportunities for improving management control, 
service delivery, and the organisation’s image may be 
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identified during audits and, communicated to the 
appropriate level of management. 
 
Accountability 
The CAE, in the discharge of his/her duties, shall be 
accountable to management and the AC to: 
 
• Provide annually an assessment on the adequacy 

and effectiveness of the organisation’s processes 
for controlling its activities and managing its risks 
in the areas set forth in this charter; 

• Report significant issues related to the processes 
for controlling the activities of the organisation 
and its entities, including potential improvements 
to those processes, and provide information 
concerning such issues for further action by 
management; 

• Provide information periodically on the status and 
results of the annual audit plan and the sufficiency 
of department resources; and 

• Coordinate with and provide oversight of other 
control and monitoring functions (risk manage-
ment, compliance, security, legal, ethics, environ-
mental, external audit). 

 
Independence 
To provide for the independence of the IAA, the CAE 
and personnel report functionally to the AC and 
administratively to the AO.  The AC must concur on the 
appointment or removal of the CAE. 

82National Treasury



 

 
Responsibility 
The CAE and the IAA staff have amongst others the 
following responsibilities: 
 
• Develop a strategic and flexible annual audit plan 

using appropriate risk-based methodology, 
including any risks or control concerns identified 
by management and submit that plan to the AC 
for review and approval; 

• Implement the annual audit plan, as approved, 
including, and as appropriate, any special tasks or 
projects requested by management and the AC; 

• Establish policies and procedures to guide the 
IAA and direct its administrative functions; 

• Maintain a professional audit staff with sufficient 
knowledge, skills, experience and professional 
certifications to meet the requirements of this 
charter; 

• Establish a quality assurance program by which 
the CAE assures the operation of internal auditing 
activities; 

• Perform consulting services, beyond internal 
auditing’s assurance services, to assist manage-
ment in meeting its objectives.  Examples may 
include facilitation, process design, training, and 
advisory services. Informal consulting engage-
ments include routine activities such as partici-
pating on standing committees, limited life 

 Annexure 2 

83 Internal Audit Framework



projects, ad hoc meetings and routine information 
exchange; and 

• Issue at least quarterly reports to the AC and 
management summarising results of audit 
activities. 

 
Authority 
The CAE and staff of the IAA are authorised amongst 
others to: 
 
• Have unrestricted access to all functions, records, 

property and personnel; 
• Have full and free access to the AC; 
• Allocate resources, set frequencies, select sub-

jects, determine scopes of work, and apply the 
techniques required to accomplish audit object-
ives; and 

• Obtain the necessary assistance of personnel in 
units of the organisation where they perform 
audits, as well as other specialised services from 
within or outside the organisation. 

 
The CAE and staff of the IAA are not authorised to: 

• Perform any operational duties for the organisa-
tion or its affiliates; 

• Initiate or approve accounting transactions 
external to the IAA; and 

• Direct the activities of any of the organisation’s  
employee’s not employed by the IAA, except to 
the extent that such employees have been 
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appropriately assigned to auditing teams or to 
otherwise assist the internal auditors. 

 
Standards and Code of Ethics  
The IIA will meet or exceed the IIA Standards and 
abide by the Code of Ethics as outlined in the ISPPIA. 
 
Review Period  
This charter will be reviewed on an annual basis and 
submitted to the AC for approval. 
 
 
 
Accepted by Accounting Officer  Date 
 
 
 
Approved by Audit Committee  Date 
 

85 Internal Audit Framework








