AUDITOR-GENERATL
Annexure 6: Audit quality criteria in the IRBA process
Quality control process

1. Auditor-General and Deputy Auditor-General

The Deputy Auditor-General has the ultimate responsibility for the AG's entire system of
quality control. The Deputy Auditor-General has assigned certain operational responsibilities
for some parts of the quality control to individuals with sufficient and éppmpriate experience
and ability and the necessary authority to assume the operational responsibilities. The
monitoring is delegated to the quality control component within Governance. The authority
delegated by the Auditor-General and the Deputy Auditor-General enables those individuals
(in the business units) to implement and comply with the set policies and procedures and
standards. '

The Auditor-General, together with the Deputy Auditor-General, has established an
Assessment Committee (AC} which will act as an oversight body in assisting the Auditor-
General and the Deputy Auditor-General to fulfil their responsibilities. In addition, reports of
Governance and the Independent Regulatory Board for Auditors (IRBA) further enhance the
independent assurance on whether the AG is complying with set professional standards.

2. The Assessment Committee

The AC will approve the procedures and policies of the AG’s quality control system, reach
decisions on engagement review reports and determine a review recognition framework. The

AC will consist of the Auditor-General, the Deputy Auditor-General and an external member.

The committee will meet annually to fulfil their mandate. The decision of the AC in respect of
the review results, based on sound due process and factual findings, is final and no
correspandence will be entered into. Governance and the IRBA will provide the necessary
support.

3. Monitoring

3.1 Governance (Quality Control) / Independent Regulatory Board for Auditors (IRBA)
reviews

The responsibility for monitoring the quality control process of the AG has been entrusted to
Governance. In terms of the strategy, the Quality Control unit of Governance and the practice
review department of IRBA will monitor the system of quality control through engagement

reviews. The abjective of the reviews is to monitor compliance with professional standards
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and to give guidance to auditors to assist them in improving the AG standards. The reviews
will include the following:

a) Engagement reviews

This review is of an individual engagement manager and not the business unitas a who]e. All
engagements are subjected fo the review process. The AC will determine on an annual basis
the extent of the reviews that should be allocated to IRBA. The reviews will concentrate

specifically on the whole spectrum of the audit process from pre—engagemeht to reporting.

b} Engagement re-reviews

In instances where the AC rates an engagement as "non-comply”, a re-review will be
performed in terms of the criteria set.

¢) Firm level reviews

The firm level review is a review of quality control procedures that are in place for the AG as

a whole. It is a requirement of the quality control standard 1SQC1. In preparing for such a
review the following timetable is anticipated:

Performance year 2007 and 2008:

w

Preparation of the Auditor-General for such a review.

~

Performance year 2008:

-

External review by the IRBA.

3.2 IRBA - Quality control system (Governance)

The practice review unit of IRBA wili perform a review of the compliance or non-compliance
with the quality control system within Governance. '

3.3 Quality control review process

Senior manager {QC) contacts the quality controi champion in the business unit to

set-a date for a review and discussion of the report.

All relevant documentation as required by the reviewer is sent to Gavernance, if
documentation is not on TeamMate.
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Reviewer performs review of TeamMate file saved on the server (this is regarded as
the final version of the work performed) and all other relevant information presented

to him/her at commencement of the review and compiles a report on findings.
A second reviewer scrutinises the report and should concur with the findings.

Management members involved in the engagement are required to pravide written

camments on the findings.

Discussions are held with the engagement manager responsible for the engagement.
It is mandatory for the BEs and CEs to attend the discussions. If they cannot attend
the discussions as scheduled by Governance the review reports will be finalised at

engagement manager level.

Final report is prepared and signed by the reviewer and the engagement manager

responsible.

The BEs and the responsible CEs are informed of the findings per engagement

manager after the discussions.

All quality control findings with their related comments that contain unresolved
differences of opinion will be collated in an anonymous document. The document will
be reviewed at an ad hoc commitiee meeting of Exco and they will then make

recommendations to the AC regarding these unresolved differences of opinion.

The reports on the reviews, inclusive of any further comments on findings from ail
parties involved, are presenied to the AC, which determines, on an anonymous

basis, the review status of the engagement manager.

The relevant corporate executive notifies the responsible engagement manager of

the committee’s decision in writing.

The engagement manager must undertake in writing to implement the corrective

action.

Approved criteria for “comply” results

Where, in the opinion of the AC, the risk is low, the decision will either be:

Comply C2: Review in two years' time

or

Comply C3: Review in three years' time
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Approved criteria for “non-comply” resulis

Where, in the opinion of the AC, the risk is high, the decision will either be: Non-comply R1:

Review in one year's time on any one file

or

Non-comply R1*: Review in one year's time on the current year of the previously reviewed file
or

Non-comply R2 : Review in one year's time on two files, being any one file plus review of
current year of the previously reviewed file.

or

Non-comply R2 *: Review in one year's time on two files, being any one file plus review of
current year of the previously reviewed file and, in addition, immediate follow-up as
determined by the Deputy Auditor-General.
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Annexure 7: Reputation index

A reputaticn index is a % which represents the total view of all of the AG's stakeholders
regarding its reputation. This % is the average of the % of each of the stakeholder groups.
This % is determined by asking a number of questions which relate to certain drivers related

to repuiation.

Achieving a desirable reputation lies in closing the gap between what our stakeholders
perceive (image) of us, the current {(culture} behaviour within the AG and what we would like
to be seen as by our stakeholders (our vision). The Rl focuses on the following stakeholder

groups:
*  Parliament

Other legislative authorities

National and provincial treasuries

Auditees

Professional bodies

Auditors and other professionals in private practice
AG audit committee

Vendors

" Media

General public

" Advisory board to the AG

Employees

International bodies

Employees are regarded as the most important stakeholders within any organisation. To
influence how employees feel about the AG, the AG has to know which buttons (drivers) —
what is important to the employeés — to press. This has a snowball effect — to change the
way employees feel, you have to change the way they think, once they tﬁink differently, you
wili change their behaviour. A change in behaviour will impact on the reputation. This applies
to alt stakeholders. Each of the stakeholders attaches different values to each of the drivers.
Therefore the % of the stakeholders will differ.

One of the stakeholder groups is the media. There has been an increase in the media

management as well as the media monitoring. Media management manages the long-term
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process of building the relationship with the media and prometing the AG to the general
public to create an awareness and understanding of the AG and the role the AG plays in

fulfilling its mandate of building a better democracy.

Media monitoring deals with the day-to-day media releases. The media releases report on
articles where mention is made of the AG as an organisation and the AG as a person. Media
maonitoring also gives a monthly review of the media coverage, whether the coverage was
negative or positive, the amount of coverage and the impact the media coverage had on the
general public. Out of the preliminary results it is evident that the AG is not visible enough to
the public and needs attention. The media will piay an important role in making the AG more
visible to the general public.
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SENIOR MANAGER
700,000 -
§80,000 -
660,000 -
§40,000 -
620,000 -
§00,000 -
580,000 -
560,000 -
540,000 -
520,000 -
500,000 -

AUDIT MANAGER
470,000 -
450,000 -
430,000 -
410,000 -
390,000 -
370,000 -
350,000 -
330,000 -
310,000 -
290,000 -
270,000 -
250,000 -
230,000 -
210,000 -
180,000 -

AUDITOR
270,000 -
250,000 -
230,000 -
210,000 -
190,000 -
170,000 -
150,000 -
130,000 -
110,000 -
100,000
80,000 -

80,000 -
70,000 -
60,000 -

TRAINEE
150,000 -
140,000 -

98,589
79,999
659,599
§30,999
619,999

-599,998

579,909
559,999
539,999
519,999

286

459,999

469,999
448,939
429,899
409,999
389,999
369,999
349,993
320,999
308,990
285,990
269,998
249,999
229,999
209,099

407

269,999

249,899
220,999
208,999
189,999
169,999
148,000
125,999
109,998
99,999
89,980
79,989
£9,999

BOG
159,899
149,895

R

= N BN PR B -
(=2 B =) B - I = B~

N W WM N oW

30
41
42
87
80
26
18
14

11
20
15

21
14

AUBDITOR-GENERAL

1,265.7
1,265.7
1,265.7
1,265.7
1,2657
1,265.7
1,265.7
1,265.7
1,265.7
1,265.7

- 1,2657

1,406.3
1,406.3
1,406.3
1,406.3
1,408.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3
1,406.3

1,456.5
1,456.5

1,456.5

1,456.5
1,456.5
1,456.5
1,456.5
1,456.5
1,456,5
1,456.5
1,456.5
1,456.5
1,456.5
1,456.5

1,426.4
1,426.4

D INTERNAL RATES (AT A 4% INCREASE)

)

6,328 5,695,515
30,376 27,338,472
10,125 8,112,824
13,922 12,530,133

2,531 2,278,206
11,391 10,251,927
15,188 13,669,236

8,860 7,873,721
13,822 12,376,987

7,594 6,508,075

1,266 1,045,443

121,604 108,780,539
19,588 13,860,493
56,252 39,601,408
68,900 46,375,555
57,658 37,074,287
37,970 23,275,671
64,680 37,714,153
29,532 16,272,297
22,501 11,677,915
12,657 6,201,783
11,250 5,163,834

2,813 1,206,605

7,032 2,805,560

4,219 1,552,555

4,218 1,417,550

2,813 BB0,656

402,202 245,060,432
43,606 16,779,168
59,718 22,831,530
61,174 21,716,788

126,718 41,309,062

116,522 34,607,034

37,870 10,073,327
26,217 6,213,536
20,391 4,221,009
13,108 2,333,353
16,022 2,480,397
29,131 4,107,401
21,348 2,752,832
8,739 870,046
11,652 1,118,611
502,806 171,633,993
29,954 7,009,280
19,069 4,373,312 i




AUDITOR-GENERAL

130,000 B,067,56
120,000 - 129,999 30 42,792 8,130,423 182
110,000 - 119,999 51 72,748 12,585,039 166
100,000 109,989 49 §9,393 11,182,898 153
80,000 - 99,999 220 313,806 44,874,229 137
BO,000 - 89,999 71 101,274 13,064,306 124
70,000 - 79,999 272 387,978 44,228,501 109
60,000 -  §9,999 23 32,807 3,215,083, 94
50,000 - 59,993 9 1,426.4 12,838 | - 1,078,351 80
40,000 - 49,999 18 . 1,426.4 25,675 1,720,226 &4
1,148,670 158,530,310. 125
TOTAL AUDIT PERSONNEL | 1,505 " 2,266,182 685,005,275
BUSINESS EXECUTIVES 17 1,004.5 17,077 15,716,718 e 884
TOTAL RECOVERABLE . 2,283,259 700,721,993 : © 286
1,609 , 700,721,993 7.3%
0.
Notes:

1. Based on the salaries per level

2. Total staff per budget (see note 3.4) .

3. Standard recovery hours (see note 2.1.2)

4. Recoverable hours = fotal staff (2) X standard recoverable hours (3)

5. Total own hours income = recoverable hours (4) X proposed tariff (6)

6. Proposed tariff = average salary per band (1) / standard recoverable hours (3) X factor of 1.9" -




