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EXTRACT FROM THE MINUTES OF COUNCIL MEETING HELD ON 30 July
2019

ITEM

OC 01/2019-2020/7.21 Audit Committee and Internal Audit Charters
: 2019/2020

RESOLUTION
Resolved, That the Audit Committee and Internal Audit Charters 2019/2020 be
approved.

CERTIFIED AS A TRUE EXTRACT
FROM THE MINUTES.
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CAPRICORN
DISTRICT MUNICIPALITY

SUBMISSION

Date: 25 July 2019 Memo Ref: 2/13/1
TO : COUNCIL
DATE : 30 JULY 2019

FROM : MAYORAL COMMITTEE
SUBJECT: AUDIT COMMITTEE AND INTERNAL AUDIT CHARTERS 2019/20

1.THE PURPOSE

The purpose of this submission is to request the Council approve the Audit Committee
and Internal Audit Charters for 2019/20 financial year.

2.BACKGROUND

Section 166 0f the Local Government Municipal Finance Management Act 56 of 2003
states “that each municipality must have Audit Committee”.

Section 2.3 of the Internal Audit Framework published by National Treasury states that
“the purpose, roles, responsibilities and authority should be clearly documented in the
charter. In relation to Municipalities the Accounting Officer in consultation with Council
should approve the Audit Committee Charter'. '

The Charter serves as terms of reference for the Audit Committee, which clearly
outlines their purpose, roles, responsibilities and authority as required by the Local
Government Municipal Finance Management Act 56 of 2003.

Council in its seating of the 28t October 2016 resolved as per resolution OC02/2016-
17/7.1.3 to appoint Audit Committee members in line with section 166 of the Local
Government Municipal Finance Management Act 56 of 2003 to serve for a period of
three (3) years.
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It is against this background that we submit both the Audit Committee and Internal
Audit Charter for the Audit Committee to review and recommend to the Municipal
Council for approval.

3.CONSULTATIONS

References were made to the Internal Audit Framework issued by National Treasury.
Further, both charters were discussed and reviewed during the Audit Committee hold

on the 23 July 2019.
4. PERSONNEL IMPLICATION

None.
5.FINANCIAL IMPLICATION

A budget of R860 000 has been put aside to support the activities of the Audit
committee for the current financial year 2019/20.

6.PROPOSED CHANGES
Mission and vision of internal Audit now included in the charter

7.LEGAL IMPLICATION

This submission is in line with section 166(2)(a) of the Local Government Municipal
Finance Management Act of 2003, which states that “an Audit Committee is an
independent advisory body which must advice the municipal Council and Political
Office Bearers, Accounting Officer and Management staff of the municipality, on
maltters relating to internal financial controls, internal _audit, risk _management,

accounting policies and performance management’.

8.RECOMMENDATIONS

That Council approves both the Internal Audit and Audit Committee Charters for
2019/20.

A m‘ 2L o7 2019
7 '

/

/
LLR M.J. MPE DATE
EXECUTIVE MAYOR
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CAPRICORN DISTRICT MUNICIPALITY

Audit Committee Charter 2019/20
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1. Introduction

The Audit Committee provides advice to Management and remains
responsible to the Municipal council. The role of the Audit Committee is to
consider the internal audit’ plans and activities of the Municipality and
management’s plans and brocesses with regard to risk management, control
and good governance. The Committee takes a special interest in all matters
that affect how a Municipality is audited and will therefore also take note of
the external audit plans and activities. It provi@é% one of the channels for
communication between customers, monag’éﬁﬁc‘eﬁ, Internal Auditors and the
Auditor-General. Control by the AuQ"
Function positively influences the orgciri&ohonol status of the Internal Auditing

Sommittee of the Infernal Audit

Component and fosters an mdependem‘ slimate for their operation.

2. Purpose

Capricomn DISTI’ICT Munncnpcln‘y has esfthshed an 'independent advisory
committee kncwn as the" éMle Commnﬁee in terms of the Municipal Finance
Management Act’no 56 o“2003 sec’non 166 to advice the municipal council,
the political office- becrers‘i-'rhe' cccoun’nng officer and the management staff

of the municipdlity on maﬂegs set heré under on its terms of reference.

These terms of reference will guide the committee in discharging its duties and
ensuring management exhibits and fosters a culture and environment that
promotes good governance, appropriate risk management, reliable financial
reportihg, performance management and adequate, effective, and efficient

internal control systems.
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3. Authority

In terms of section 166 of the Municipal Finance Management Act, the Audit

Committee shall:

Q) advise the Municipal Council, the political office bearers, the
accounting officer and the mcncgemenf of the municipality, on

matters relating to:

. . ' Gindy

i. internal financial control gpdup
’§’ i

t—(w’*f"'

ii. risk management P

ii. accounting policies jf:}

iv. the adequacy, rellcblllfy and occurocy'v' f the financial
reporting and lnforrhc’non ' ¢

v. performance managemein’r' "

vi. effective "QoVerﬁcnce

vii. Compliance with TheiMFMA and any other applicable

leglslohon :

- LI );s:’;:
viii. performance evaluation
ix. :Any ofher issues referred fo it by the municipality or

‘a

mun1c1pol entity.

~b) Review fhe @annucl financial statements fo provide the municipal
g .i; e

ouncil and Tﬁ@ management with an authoritative and credible view

posmon of the municipality, its overall level of

corﬁplionce wu’rhﬁNFMA or any other applicable legislation.

Cc) Respond fo co il on any issues raised by the Auditor General in the

audit report. S

d) Carry out such investigations into the financial affairs of the municipality

as requested by the municipal council.

CAPRICORN DISTRICT FAUNICIPALITY
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In performing its function, the Audit Committee:

a) shall have access to the financial records and other relevant

information of the municipality
b) shall licise with the internal audit unit of the municipality and any
person desighated by the Auditor General to audit the financial

statements of the municipdility. e

c) the cufhom‘y to seek any information n‘ re"'& ﬁlres from employees ond'

the MM. ' f.,,_:'i,
f) Obtain outside legal or other indepehae‘h’r' professional advice and to
secure the attendance of Sutside profeééion,ols if deemed necessary in

consul‘rohon with the Accounting Officer.
Q) Engage freely ‘with, Council Executive Mayor ond Accounting Officer
against any ‘matter requiring attention.

4. Responsibilities
4.1 Internal Audit:
The Audit Committee should ensure that the Internal Audit
Function performs their responsibilities effectively and efficiently
by:

0] Reviewing and approval of the internal audit charter

an Review and make recommendations on the three (3) year
strategic and annual audit plans, audit scope and audit
approach of internal audit, satisfying itself that the plans
makes provision for effectively addressing the critical risk

areds

l"'\l
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)
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Review the effectiveness of internal audit function
including, compliance with the IlIA’s International
Standards for the Professional Practice of Internal Auditing
Ensure that there dre no unjustified restrictions or
limitations, and review and concur in the appointment,
replacement, or dismissal of the Head of Internal Audit -
Reviewing of the orgonizcﬁondl structure, to ensure that its
independence is not impaired and is correctly placed
within the organization Lo

Review the internal .audit activities, competence and

qudilifications c:nd;g sure that the unit is adequately

resourced and properly staffed.

Review and reporf on muncgemem‘ s response to
reporfed wecknesses in coﬁ’rrol efficiencies in systems
and recommendohons for improvement, by internal and
external auditors. o

Rewew of the resuh‘s of qualn‘y assurance reviews

Ensure ’rhaf The lm‘emol oudl’r work is coordinated with
ex’rerncl oudl’r to ensure no duplication of work

Prowde supporf to im‘ernol audit

The role of Infernal Audit in supporting Audit Committee

Audit Committee Charter 2019/20

The inferncif audit will provide secretariat support to the
Audit Committee.

Present to the committee any report which will assist the
committee to discharge their responsibilities as set out in
terms of the Section 166 of the MFMA,

Coordination of Audit committee reporting to Municipail
Council as set out in section 5.9 below.

Infernal Audit shall report to the Audit Committee on

intfernal controls, risk management and governance

processes in terms of section 165(2) ()
LOSTRICT NG i
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e In performing its functions, the internal audit will assist the
committee to gain access to the financial records and

other relevant information of the muﬁicipoli’ry.

4.3 Financial management

e To review and assess the adequacy of line function
management reporting to senlor\ mancgemen‘r in terms of
the quantity, quality and hga;ng»-‘of information necessary

to understand and repo ' ally and externally on the

Council’s risks, opera'non§"cnd fin 'r.\c;ol condition.

ﬁ o
o Review sugnnfcom‘ occounhng cnd“‘rep,orhng issues and

understand their impact on fannClOI s’ratemenfs This

includes

a). Complex or unusuol tfransactions cnd highly
judgmental areas

b) Majbr issues regcrdihg accounting principles
and fincncial statements  presentation,
. including™ any significant changes in  the

municipal operations and application of

accounting principles

ewew and analyses prepared by management and/or

\‘u
o

thet "dependem‘ auditor setting forth significant financial

orling issues and judgments made in connection with

fhe prepcsrahon of the financial statements.

¢ To review the Council’'s accounting policies and practices
in the light of applicable statutory requirements and
generally accepted accounting principles and assess the
nature and impact of any such changes in accounting

policies. _
CAPRICORN RISTRICT MUNICIPALITY
OFFICE OF THE SPEAKER
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4.4 Internal Controls and Risk Management

The Audit Committee should understand the Council’s major risk

areas including the financial, legal, information technology .and
fiscal risks and the intemal control environment, It should monitor
the control process and the adequacy of the Council’s system

of internal control by reviewing Internal and External Audit

reports and —
D) Be constantly cwg_r: 1

financiail ris

managingitig risks;

. Ensure that effec’rlv;e sysfems of cccounhng and
lm‘emql control are’established and maintained to

mcnoge fmancuol risk;

. Sohsfy n‘self os ‘regcrds fhe integrity and prudence
of mcnogemen’r controls systems, including the
.;rewew of pohcnes and/or practices;

i ) : nagement is aware of any matters
’ ’rhq’r mlghT hcve a significant impact on the
_“finaincial condition or affairs of the Council;

° Moni’rorin'g- the accomplishment of established
objectives through mission statement, business plan
and the transformation process.

. Review policies on sensitive issues or practices.

o 1T |
CAPRICORN DISTRICT HIUNICIPALITS
OFFICE OF THE SPEAKER

T ¢ JUL 209

LIMPOPO FROVINGE

M
Audit Commitiee Charter 2019/20 Page 7



P112

4.5 Compliance with laws, regulations and ethics

The Audit Committee should ensure that the management of
the Council has the necessary mechanism in place to ensure
that there is compliance with pertinent laws and regulations, is
conducting its affairs ethically, and is maintaining effective
controls against conflicts of interest and fraud. The specific steps

involved in carrying out this responsibility include:

reviewing policy document which should incorporate

v Compliance With, laws, regulations, ethics, policies

and rules reg&réjpg Conflicfrdfgf interest.
* reviewing.the effectiveness. of the system for monitoring
complioné’e’ with the above Id{Ns and regulations and the
..results of mdanagement's investigations and follow-up of
: &ﬁy instances ZSf noncompliance.

v e M
Ve "

o take :hcﬁe of signif?%fcnf cases of employee conflicts of
interest. misconduct, or fraud and the resolution of the

cases. ' . {

* reviewing the Internal Auditor’s written report concerning
the scope of reviews of compliance, any significant
findings, and the resolution and follow-up on findings and

recommendations.

¢ to monitor developments and changes in the law relating
to the responsibilities and liabilities of management and to
monitor and review the extent to which management is
meeting its obligations. —

CAPRICORN DISTRICT MUNICIPALITY
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s to monitor developments and changes in the various
rules, regulations and laws which relate, generally to the
Council’s operations and to monitor and review the
extent to which the municipality is complying with such
laws.

Review the processes of communicating the code of
conduct to municipal personpel, and for monitoring

compliance therewith

@é‘f" S

( Obtain regular updcfe,§ (From ma %gemem‘ and municipal
gt 1}

i
legal counsel regardlng comphoncemaﬁers

4.6 ResoonSIbllmes related 1o ’rhe “Exferncl ALfle’s Funchon

é

performed by fhe Audfror—Genércl‘

The Audiit Committee should &

Q) Revuew the . ex’rernol oudl’rors proposed audit scope and
cpproach, mcludmg coordlnchon of audit effort with internal

o é‘audn‘

ey fod
¥,

b) ensure Thof there are no restrictions or limitations placed on the
oudn‘o?’s X

c) rewew od i’r [resullts, quch’ry and contents of financial information

or;d actio #blcxns of management;

flle”
Ay

d) Con§|g r: s_lgnlﬁconf disagreements between External Auditors

and r?mohogemenf;
e) consider material unsolved accounting and auditing problems:
f) ensure direct access by the External Auditors either to the Audit
Committee and the Chairperson of the Audit Committee or

Municipal Manager.

[ca e ALY |
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4.7 Performance management

The audit committee should:

)

0)

d)

review bi-annually reports on the audit of performance
measurement of the municipality submitted 1o it by internal audit

»&@‘

€ rformonce management

and performance management unit,

review annually the municipality’sq
system focusing on economy 'eff «;,k«ency, effectiveness and
impact in so far as th ‘ i
performance targets set/H:
make recommendohoh? &
at least twice a yecr subml’rd repon‘ fo municipal oohncﬂ

evaluate ’rhe;' d-year cmd annuol performcnce of the

municipal moné‘i‘ger and, rpcnogers;qlrecﬂy accountable to the
munic;ipql monogér i.e the' chairperson of the audit committee
should be @ member of the evalugting team.

o Lo,
i 4
Y

5. STRUCTURE OF THE AUDIT COMMITTEE

Q)

Audit Committee Charter 2019/20

5.1 Composition of the ‘éom‘miﬁee

The Audit Committee shall consist of at least 3 (three) members
with appropriate experience, of whom the majority may not be
in the employment of Council.

Must include persons with expertise in performance
management, project and contract management and finance
One of the members must be a financial expert.

The Chairperson must be designated by the municipal Council
and may not be a councilor or an employee of the municipality.

Each member shall be both independent and financially

literate,

APRICORH DIST! RICT 'rUt\MPAle
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5.2 Membership

)

b)

o)

o)

e)

9

h)

The Municipal Council shall appoint members of an Audit

Committee.

The Audit Committee shall comprise of at least three members with
appropriate experience, of which all are not in the employments of

&%

the Council.

No councilor may be a member,of the committee.

Each member shall be cdpable of makmg a valuable contribution

to the committee

The chalrperson of the commm‘ee shcll be appointed by Municipal
Council in line wn‘h the commlﬁee term of office.

Members shall be cppomfed fornc three (3) year term of office and

renewable based on their performance

Members of the commiittee will not be contracted continuously for

a period exceeding (6) six years.

Membership shall not be granted to a person who is serving in more

than three local government audit committee simultaneously.

CAPRICCRN DISTRICT IUNICIPALITY |
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53 Meetings

A minimum of four meetings shall be held during a financial year
according to the approved institutional calendar (at least one meeting

per quarter).

Special meetings of the Audit Commitiée
&

required. Audit Committee, Internaly

&

General and Accounting Officer m

consider it necessary.

affend meetings to provide perhnen’r lhformahon as cnd when

necessary

5.4  Quorum,

The quorum for meehngs will be 50% plus one of members of the
; G;ommlﬂ e. The majority of those present shall consist of members of

¥ the Audn‘- C;;ommlﬁee and not persons holding management positions
ithin the Council.

\f

In The evem‘ of voting being required,.the chairperson shail have a

cas’nng vo‘re

6 Secretariat functions

Internal Audit unit shall be responsible for making available the services

of a secretary for drawing up the agendas and keeping the minutes of

meetings.

OFHC'" or THE SPEAKE—(
T ¢ JUL 20
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7  Nofice of Meetings

Notice shall be given in writing to all members of the Audit Committee
and other interested parties, of each meeting to be held, at least within
07 working days prior fo the date on which such meeting is to be held

with exceptional on special meeting.

8 Agenda for Meetings

The agenda of the meeting shgl prepored\ and distributed at least
within seven (7) days prior to: fhp: meeting date. Aﬁy person attending
the meeting may add items TcL')‘ ’rhe ogendc two (2) days before the
agenda is finalized. Such items should be”' 3 rovuded to ‘rhe secre’ronof of

the Audit Committee.

9 Minutes of Meetings

The proceeédings of all meetings will be documented in minutes. The
secre’rorio’r shall prepare minutes and circulate to members within (7)
. seven workmg days from the date of the meeting and keep records of

5 of all meehngs

%
©oaE

!'5 h

10 Regorhng Procedure

(@) The Audit ;@Sﬁnmiﬁee shall report to the Municipal Council at least
once every six months or as and when possible major shortcomings
are observed. The report shall include:

e Progress on Audit committee activities
e Issues that arise in respect to the qudlity or integrity of the
municipal’s financial statements, compliance with legal or

regulatory requirements etc,

GFFICE OF THE .:PE.AY\ET
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* Recommendations made in the Audit Committee meetings.

o Possible shorfcomings observed by the committee.

®) Consider and advise the Accounting Officer and Council on
differences of opinion between Management and Auditors.

(c) Prepare and submit an annual report cjeé!jng with the activities of
the Audit Committee, its composition; ponsibilities and how they

were discharged during the year .

(d) Consider and advise ‘rhff‘ Council on The quality, value and

effectiveness of financial mformcn‘lon presented by management.

(e) Review the external audit results clnd fhe quality and content of
financial information presented prior fo the issuing of the annual
financial statements and submit a report to council in this regard for

consideration at the meeting where the financial statgments are to

be approved.
11. Remuneration

Having regard i‘io the functions performed by the members of the
committee, members shall be paid such .remuneration/ sitting
allowance in resmecf of their appointment as shall be approved by the

Municipal Councu.

T |
CAPRICORN DISTRICT MUNIGIFALITY
OFFICE OF THE PEAKER

TEJUL 2019

[ LImMPOPO FROVINCE

Audit Committee Charter 2017/18 - Page 14




P119

12. Audit commitiee performance evaluation

The committee will be evaluated on its performance in discharging its
duties, in line with the Treasury Regulations and Guidelines. The

evaluation will be conducted annudally.

13. Relationship with other related Commlﬁgé:sf

ol

J}l kg

such repo"’ 'ro Councnl

Prepared by;.

Mr. Gcfone Tebogo e

CHIEF AUDIT EXECUTIVE |
Reviewed by;

Ms. Thuli Mazibuko TR THUNGIRALTY |
MUNICIPAL MANAGER A e srEArER

T ¢ UL 100
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Recommended by;

Chairperson: Mr. T.A Ramawa
On behdailf of Audit Committee

Approved by;

Madam Speaker: Clir MM Mohale

On behaif of Municipal Council P

CAPRICOR# DISTRICT MUNICIPALITY 1
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CAPRICORN DISTRICT MUNICIPALITY

INTERNAL AUDIT CHARTER
2019/20
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PREAMBLE

The Capricorn District Municipality fully supports the broader strategy of
government to improve risk management, control and governance
processes. The Charter is also in line with the key transformation priorities
of Batho Pele, which are, among other things;

+ Economic, efficient and effective use of resources;
¢+ maintenance of a high standard of professional service ethos and
¢+ transparency and accountability.

The Government, as the curator for public funds, pledged to take
responsibility for these funds by passing legislation to ensure economic,
efficient and effective utilisation of public resources. The Municipal
Finance Management Act, Act 56 of 2003 is aimed at:

> Modernising the system of financial management;

> Enabling local authorities’ managers to manage, but at the same
be more accountable;

» Ensuring the timely provision of information;

» Eliminating waste and corruption in the use of public assets

Section 165 of the MFMA (Act 56 of 2003) provides for the maintenance
of:

» an effective, efficient and transparent system of financial and risk
management and internal control;

* a system of internal audit under the control and direction of the
Audit Committee.

Section 166 of the Act provides for the establishment of the Audit
Committee to direct the activities of the Internal Audit Function. The
Charter is aimed at promoting risk management, control and
governance processes.

Circular 65: A functional internal audit unit, systems of internal control
and effective operation of an audit committee are all crucial
components for sound corporate governance in municipalities. The
MFMA requires that these financial governance componen_’r_g, exist
within all municipalities and every municipal 6BtHEorN nisTRICT RUNIGIPAUTY
OFFICE OF THZ SPEAKER
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VISION

To be the valued center of excellence in providing audit services and
be the outstanding ambassadors of the profession.

MISSION

Through continuously improving and enhancing the stability, integrity
and good governance within the organization in order to strengthen
accountability through proactive oversight and upholding the internal
audit profession. 2 F

o

MANDATE

This charter derives its mandate from fhe following legislative prescripts:

* Municipal Finance Mcncgemem‘ Act (Act 56 of 2003)
» Treasury Regulations j

= King lll Report on Corporateé: Governance

= Standards for the Professnono] Practice of lnfernol Auditing

£
5
ﬂ"(
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SECTION A: INTERNAL AUDIT CHARTER

1.

BACKGROUND TO THE AUDIT CHARTER

1.1 Role of the Accounting Officer and Executive Management
The Accounting Officer exercises overall authority over the affairs
of the Capricorn District Municipality. The Accounting Officer is
assisted by all senior members of the management with the
administration of the Municipality. This group of persons is known
as the Executive Management commlh‘ee
Management in the Mumcupohfy is responsnble for the
sustainability and occoum‘dblh’ry of the municipal actions,
conduct and performonce The primary re;ponSIbility of
management is: ;
» To establish gools and objec’nves ond develop os well as
implement pohcnes and programmes.
» The identification of risk ‘exposures-and implementation of
effective strategies to mitigate them.
» The economlc effective and. efficient utilisation of the
Mumapol re50urces
=  Ensuring compllonce with legislation, regulations, ethical and
business norms:
» Ensuring - relevcn’r reliable and credible financial and
operationdl: lnformc’rlon
= Safeguarding of the Municipal assets.
The Audit Cc‘ar‘fr‘:#miﬁee supports the Accounting Officer in the
execution of his/her duties but is not responsible for the execution
of any of the management's duties.
1.2 Objectives of the Charter
The objectives of the Internal Audit Charter are the following:
» To minimise the management risk that deficiencies could
occur in the risk management process of the Municipality as
a whole.
Internal Audit Charter Reviewed 12 Jjuly 2019 —— Page4
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* To manage the audit risk of the Municipality to the
advantage of Management.

*= To set out broad audit objectives with regard to the duties
and functioning of the Internal Audit Component.

. To set out- respective functioning of the Internal Audit
Component with regard to the management of the audit risk
and how their activities should be co-ordinated with the
activities of the Office of the Audi’{or:GeneroI.

OVERALL AUDIT CHARTER

The principle of objectivity, dr)d independence of the audit
process is supported at a@e Jevels in the municipality and is
reflected in the structuring and; .reporting lines of the'Internal Audit
Component as well as the es’robhshmem‘ of the Audit Commlﬁee

«ér-i

Executive Monage{ﬂr}\'

t,supports the principle of “value-add-

audit" auditing and fﬁé fingncial audit should also consider the
economy, efficiency and effechveness issues.

i

Executive Mcnagemenf is uh‘lmofely responsible for the internal
controls within the® Munldpollfy but the day-to-day responsibility
for setting up and maintaining effective systems of internal
controls rests with the: Accounhng Officer.

SCOPE OF THE AUDIT CHARTER
Contents of the Internal Audit Charter

The Audit Charter covers the role, responsibilities and authority of
the Internal Audit Component.

O P AU e o e S —
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What the Charter does not cover

It is not the objective of the Internal Audit Charter to set
standards, procedures or methods for the execution of audits.
The responsibility for this rests with the Head of the Internal Audit
Component with regard to internal audit strategies and
procedures and with the responsible audit partners in the case of

external audit strategies and procedures.

ACCOUNTING OFFICER'S RESPONSIBILITY FOR THE INTERNAL AUDIT

o

7%
i

The Accounting Officer é ] the Internal Aué'i’r Component
should, prior to consideration by the Auai’r Committee, agree to -
future minor chonées ,ffo the charter. In the case of major
changes to the Audif;Choﬁeﬁi' qpprovol?fofjhe Audit Committee

should be obtained.

m
1
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STATEMENT OF PURPOSE, AUTHORITY AND RESPONSIBILITY — INTERNAL AUDIT
CHARTER

1. PURPOSE

The purpose of Internal Audit is to maintain an independent objective
assurance and consulting activity designed fo add value and improve an
organisation’s operations. It helps an organisation accomplish its objectives
by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control, and governance processes.
Internal Audit will therefore provide management and the Audit Committee
with the analysis, appraisals, recommendations and information concerning

the activities reviewed.

The objectives of Internal Audit are:

To identify and evaluate significant exposures to risk and contribute to the
improvement of risk management, control and governance systems. This
should include:

* Review the established systems to ensure compliance with those policies,
procedures, laws and regulations that could have a significant impact on
operations and reports and determine whether the Municipality is in
compliance.

*» Review operations and programs to ascertain whether results are
consistent with established objectives and goals and whether the
operations or programmes are being carried out as planned.

* To promote an economic, efficient and effective administration by
reviewing the prudent utilisation of resources and cost effective
implementation of goals, objectives and programmes.

» Review ’rhe means of safeguarding assets and as appropriate and verify
the existence of such assets.

internal Audit Charter Reviewed 12 July 2019 R
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Evaluate the reliability and integrity of financial and operational
information.

AUTHORITY

The Internal Audit is authorised to prepare a broad risk-based coverage
plan for internal auditing within the Municipality.

In providing its assurance services, Internal  Audit will examine and
evaluate the adequacy and effectiveness: of management controls
implemented by the Municipdlity to dlrec’r its activities towards the
accomplishment of its objectives in accordonce with municipal policies
and regulations. .

To provide effective and effICIen’r assurance services with due
professional care, the Internal AUdl’r staff is authorised to have full, free
and unrestricted access fo all funchons records mformahon Municipal
property and personnel.

Internal  Audit has c:u’rhom‘y Yo provnde consulting services to the
Municipality, but does not"have ‘the authority or responsibility over
activities reviewed, therefore Internal Auldit will not be held responsible for
systems of internal . con'rrol Designing, connecting, installing and
operating systems of lm‘ernol conf%l are non-audit functions. Internal
Audit can, however, - provide | ‘advice on the designing and
implementation of lm‘ernol con‘rrols Manogemem is responsible for the
design and the implementation of internal controls.

No person shail obstruct or interfere with the work of Internal Auditors. All
employees of the Capricorn Djstrict Municipality and contracted outside
service providers shall give their full co-operation o the Internal Auditors.

The Chief Addif_ Executive and Internal Audit staff shall have full, free and
unrestricted access to the Accounting Officer, the Chairperson of the
Audit Committee and Office of the Auditor-General.

The Accounting Officer may direct Internal Audit to perform non-audit
functions and offer special tasks with the understanding that they are not
functioning as internal auditors. Care should, however, be taken to
ensure that the effectiveness, independence and objectivity of Internal

Audit is not compromised.
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3. CHARTER STATEMENT

It is the policy of the Capricorn District Municipality to establish and
support the Chief Audit Executive as an independent appraisal function
to provide assurance and consulting services to the Municipality as a
service to management and the Audit Committee.

4. RESPONSIBILITY OF INTERNAL AUDIT

The Chief Audit Executive has responsnblhfy

;«

4.1 To establish policies and procedures to gunde the internal auditing
activity and direct its admmls’rrahve functions.

4.2

43 To execute an omenddble one- year Infernol Audit Coverage Plan
approved by the Auditf Commn‘fee The plan should include any
special tasks or, projects i as per The Audit Committee and
management'’s requesfs ¥

4.4 To evaluate and ossess sugmﬂcam‘ changes in the services, policies,
and operations wn'rhm the Mumcupall’ry and advice accordingly.

4.5 To issue quarterly reporTs to the Audn‘ Committee and the Accounting
Offlcer summonsmg resuh‘s of audit activities.

4.6 To assns'f in the’ mveshga’non of significant suspected fraudulent
activities ‘within ’rhe Municipdality and report the results to the Audit
Committee omd ’rhe ‘Accounting Officer.

4.7  To maintain o=profe55|onol audit staff with sufficient knowledge, skills
and professional certification to perform their audit responsibilities.

—m
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5. MANDATE AND REPORTING

5.1 The Chief Audit Executive obtains its mandate from the Audit
Committee and is responsible for the total Internal Audit function.

52 The Chief Audit Executive will report administratively to the
Accounting Officer and functionally to the AudiT Committee.

5.3 The Chief Audit Executive will report at leos’r gquarterly to the Audit

Committee on:

5.3.1 Identified significant audif-*ﬁ:wings and recommendations.

5.3.2 Any significant devioﬁonﬁ,,._:'om the approved audit plan, staffing
plans and ﬂnoncwl budgets‘as well as reasons therefor. C)
5.3.3 Appropriate mqr}aggment action taken to address deficiency
findings. o T .
5.3.4 Whether oudl’r cc’nvmes hcve been directed tfowards the
highest exposure to nsk and towards increasing economy,
efficiency cnd effechveness of operations.
5.3.5 Whether m’remol and external audit efforts are co-ordinated to

avoid duphca’rlons.
5.3.6 Any unwarranted restriction on the staffing and authority of the
Internal Audn‘ or on access by Internal Auditors 1o the

Municipality’s activities, records and personnel.

6. THE AUDIT APPROACH AND METHODOLOGY OF INTERNAL AUDIT

Internal Auditors shall at all imes conduct the work or any other tasks
assigned to them in accordance with the Audit Methodology and the
Standards for the Professional Practice of Internal Auditing. Internal
Audit shall further comply with the Code of Ethics of Internal Auditors,
as published by the Institute of Internal Auditors.

Internal Audit follows an integrated approach which places emphasis
on the identification of risks, the prioritising thereof and testing of
controls over key risk areas. The integrated audit approach combines

W
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two types of audit engagements, i.e. assurance and consulting
services.

Assurance engagements

These refer to the evaluation of the adequacy, effectiveness and
efficiency of the Municipality’s risk management, control and
governance processes. The purpose of this is to provide reasonable
assurance that these processes are funchonlng as intended and will
enable the Municipality to achieve its goals ‘and objectives. As well as
provide recommendations on improving tﬁe#Mumcnpall’ry s operations.
All business systems,. processes, operohons functions and activities
within the Municipality should be subjecfed to Internal Audit's
evaluation. The following 1‘ypes of‘ assurance engagements should be
provided: ;,s 5

= Financial EO
= Performance R
» Compliance :
= |T Governance

» Forensic and

»  Systems §{chriTyﬂ

T
¢ "‘~"':«L

Consulting engogeﬁh"‘en’rs

These refer to advusory and relo’red engagements, the nature and
scope of _which . should be agreed upon with the auditee
moncgemem‘ The’ followmg categories of consulting engagements
may be performed

= Formal consul’rlng engagements - planned and subject to written
agreément. i

s Informail consulhng engagements - routine activities such as
participatingion standing committees, limited life projects, ad hoc
meetings and routine information exchange.

» Special consulting engagements - participation on a merger and
acquisition team or system conversion team.

* Emergency consulting engagements - participation on a team
assembled to supply temporary help to meet a special request or
tight deadline.

Internal Auditors should, however, maintain their objectivity when
drawing conclusions and offering advice to management. :

- |
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The following consulting services may be provided:

» Counsel / Advice
» Facilitation

* Process design and
* Training

The comprehensive scope of work of Internal Audit should provide
reasonable assurance that the Municipality's risk management,
confrol and governance systems are effec‘nve and efficient.

audit skills are locklng within the, Dlrecloro’re the services of outside
Consultants may be employed through consultation with the
Accounting Officer. .

UALITY CONTROL IN INTERNAL AUDIT

The Chief Audit Execu’nve will establish and maintain a quality

assurance programme ’ro evoluole the operations of the internal

auditing function. Quality’ con’rrol in Internal’ Audit should include the

following:

7.1.1 The Chief Audl’r Execullve Should maintain an ongoing system to
measure performonce of lnlernol Audit staff.

la ...,‘

7.1.2 A structured _jr_romlng progr,gmme should be followed in order to
develop the technical, conceptual and management abilities
of the Internal Audn‘ personnel

7.1.3 The audit opprooch followed should be regularly evaluated to
ensure that it conforms to the developments taking place within
the internal audit field.

7.1.4 All Internal Auditors should be members of the Institute of
Internal Auditors SA and Municipal Internal Auditors Forum or
any forum established with an aim of sharing practical
experience within the internal audit profession.

An external assessment of internal audit should be conducted every
five years by an independent qudlified reviewer or review team.
Assessment of Internal Audit should include the evaluation of:

» Compliance with the lIA Standards and Code of Ethics.
»  Adequacy of the Internal Audit Charter, policies and procedures.
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= Contribution to the Municipality's risk management, governance

and control processes.
» Compliance with audit charter, applicable laws, regulations and

government standards. i
» Whether Internal Audit adds value and improves the Municipality's

operations.
* Internal  Audit staff continuous development requirements

achieved

8. DISTRIBUTION OF INTERNAL AUDIT REPORTS

8.1 Timing A

A draft Internal Audit report shoyldzbe given to the Head of the Unit
audited within 14 days after ’rhe ‘omple’non of thé" audn‘ The auditee
Management should have 5 (fwe) Worklng days to prepare comments on
the accuracy of the draft report, Wthh will be discussed at a meeting
arranged for this purposé:: Thereaffer the repor’f will be issued as a final
report to the Auditee Mondgemem‘

Where, in the opinion of the' Chlef AUdlf Execu’ﬂve a critical aspect is
identified during the audit, ’rhe mo’rfer should be discussed with the
operational mcnogemen’r and! followed up:in writing. The final report
should be brought to the of’ren’rlon ‘of the Accounting Officer and the

Audit Committee.
8.2 Distribution of reports

Detailed final reporis should be distributed to the members of
operational manogemen’f who are responsible for the unit being
audited via the oudn‘ee Management. Copies of all detailed reports
should also be sem‘ to the Office of the Auditor-General for

information.

Summary repoﬁé should also be prepared, distributed and presented
to the Audit Committee at every quarter.

8.3 Corrective action and differences of opinion with management.

The responsibility for corrective action lies with the relevant
operational management. Where Internal Audit is of the opinion that
operational management is not taking appropriate action with regard
to previous recommendations, the matter should be reported to the
Accounting Officer and the Audit Committee.

Mw*
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Should a disagreement arise between the Internal Audit and the
relevant operational management regarding a specific finding or
recommendation, the Chief Audit Executive should convene a
meeting of interested parties in order to resolve the matter. Should the
matter not be resolved at this level, it should be discussed with the
Accounting Officer and the Audit Committee.

REQUESTS FOR SPECIAL PROJECTS

All requests for the assistance by lm‘ernol -Audit in the execution of
special projects must be submitted in wrm_ng to the Accounting Officer
and approved by the Audit Committeé.

5
3 0% h

THE AUDITOR-GENERAL

CO-OPERATION WITH TH_E_QFFICEI?

Internal Audit and the Offlcexof the Auditor-General should have
regular contact in order to moxnmlse the benefits that the Municipality
receives from the total oqdn‘ process. Dunng these meetings, emphasis
must be placed on audit: plonnmg possnble deficiencies or duplication
in the work and critical risk crec

[N
X
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11. ADOPTION OF CHARTER

This charter was adopted on the -—--—-- day of

Ms THULI MAZIBUKO
MUNICIPAL MANAGER
DATE:

T.A RAMAWA
CHAIRPERSON: AUDIT COMMITTEE
DATE:

Approved by

Madam: Speaker
On behalf of Municipal Council
DATE:
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GLOSSARY

Assurance Service:

Audit programme:

Charter:

Chief Audit Executive:

Consulting services:

Engagement:

An objective examination of evidence for the
purpose of providing an independent
assessment on risk management, control and
governance process.’

A document that lists the procedures to be
followed during an audit engagement.

A formal written document that defines the
activity's purpose, authority and responsibility.

Top position within the municipality responsible
for the internal audit function.

Advisory and related services, the nature and
scope of which are agreed with the auditee
and which are intended to add value an
improve the Municipality's operations.

A specific internal audit assignment, project,
task or review activity such as fraud
investigation or consultancy.

Office of the Auditor-General :Officials of the Auditor-General responsible for

Fraud:

Governance process:

Internal Auditors:

Management:

the external audits of the Municipality.

Any illegal act characterised by deceit,
concealment or violation of frust.

A process of ensuring that values are set and
communicated, objectives are set and
operations are transparent to ensure
accountability.

In-house staff members tasked with the
responsibility to perform audit activities.

Members of the Management Service of the
Municipality i.e. Municipal Manager, Manager
Corporate Services, Chief Financial Officer,
Manager Planning and Economic
Development.

Internal Audit Charter
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Programme Managers:

Risk:

Accounting Officer:

Executive Management:

Audit Committee:

Internal Audit Charter
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All Executive managers responsible for

programmes as per the Municipality’s budget

structure.

An uncertainty of an event occurring that
could have an impact on the achievement of

objectives.

A municipal official referred fo in section 60 of

the MFMA.

the MFMA.

i
RS

£

3

Municipal officialffeited to in section 77 of

Person refeired to in section 166 (4) (5) of the

MFMA. %,
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