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1.
INTRODUCTION

In terms of Section 51 (1) (a) (ii) of the Public Finance Management Act No.1 of 1999, the Accounting Authority, in this case the Board of the South African Library for the Blind, has to comply with the compulsory establishment of an effective Internal Audit function, under the control and direction of an Audit Committee complying with and operating in accordance with regulations and instructions prescribed in Treasury Regulations section 76 (4) (d) and 77.

The Code of Corporate Practices and Conduct published in the King Report requires Management to publicly confirm that they have reviewed the effectiveness of the internal control of their organisation.  The implementation of control and information systems is essential to the effective discharge of the Management’s responsibilities.

Management continuously reviews current trends and best practices in relation to corporate governance.  As part of the Management’s plans to fulfil its obligations to demonstrate greater accountability and ensuring higher quality of service, Management has decided to address internal control through the establishment of an Audit Committee.

This charter sets out the specific responsibilities delegated by the Board of Directors and the Chief Executive Officer to the Audit Committee and details the manner in which the Audit Committee will operate.

2. PURPOSE OF THE AUDIT COMMITTEE

The primary purpose of the Audit Committee is to assist the Library by fulfilling its oversight responsibilities to ensure that the organisation has and maintains effective, efficient and transparent systems of financial, risk management, governance and internal control.

· to support management in respect of financial reporting and a system of internal control;

· to enhance business ethics and trust in the Library;

· to ensure and enhance the independence of the Internal Audit function;

· to ensure that risks facing the Library are identified and that appropriate procedures are implemented to manage and minimise risks;  and

· to ensure the proper functioning of the Internal Audit function through reviewing the scope, performance and results of audits undertaken.

3.
AUTHORITY
The Audit Committee is hereby authorised to perform the function as described in this charter.  In carrying out this mandate, the Audit Committee is authorised to have full, free and unrestricted access to all the Library activities, records, property and staff.

The Audit Committee is authorised within the scope of its responsibilities to –

· seek any information it requires from any employee of the Library and all employees are directed by the Management to co-operate and comply with any request made by the Audit Committee;  and

· obtain outside legal or other independent professional advice and to secure the attendance of outsiders with appropriate experience and expertise if it considers this necessary.  Any such appointments should be made subject to the approval of the Chief Executive Officer in line with the SCM policies and procedures.  The Audit Committee must safeguard all information received within the ambit of the law.

4. INDEPENDENCE

The Audit Committee will be constituted so as to ensure independence and its membership will be disclosed in the Library’s annual report.

The Audit Committee has a non-executive status in an advisory capacity to the Accounting Officer.  Under no circumstances will the Audit Committee assume executive powers with regard to the findings and recommendations on any operational aspects of the management and control of the Library.  Its role is that of any independent oversight function of activities within the Library.

5.
RESPONSIBILITIES
5.1
Responsibilities related to the Management
The Audit Committee should assist Management in carrying out its responsibilities as they relate to the Library’s –

· financial, management and other reporting practices;

· internal controls and management of risks;

· compliance with laws, regulations and ethics; and

· safeguarding of assets.


Other responsibilities
The Audit Committee should report to Management any matter identified during the course of carrying out its duties that it considers significant.

To perform or undertake on behalf of Management any such other tasks or actions as the Management may from time to time authorise.

5.1.1
Financial, management and other reporting practices


To review and assess the adequacy of Management reporting in terms of the quantity, quality and timing of information necessary to understand and report internally and externally on the Library’s risks, operations and financial condition.


To review the Library’s annual financial statements, accounting policies and practices in the light of the applicable statutory requirements and generally accepted accounting principles.

5.1.2
Internal controls and management of risks

The Accounting Authority must ensure that a risk assessment is conducted at least annually to identify emerging risks of the Library.  The strategy must be developed and used to direct audit effort and priority, and to determine the skills required for managing these risks.

The Audit Committee should understand the Library’s major risk areas including the financial, legal and fiscal risks and the internal control environment.  It should monitor the control and adequacy of the Library’s system of internal control by reviewing internal and external audit reports in respect of –

· the current areas of greatest financial risk and ensure Management is effectively managing the risks;

· the establishing and maintaining of an effective system of accounting and internal control to manage financial risk;

· the integrity and prudence of the Management control system, including the review of policies and/or practices;

· Management’s awareness of any matters that might have a significant impact on the financial condition or affairs of the Library; and

· the accomplishment of established objectives through the mission statement, strategic plan and the transformation process.

5.1.3
Compliance with laws, regulations and ethics

The Audit Committee should be provided with reasonable assurance by Management that the Library is in compliance with pertinent laws and regulations, is conducting its affairs ethically, and is maintaining effective controls against conflicts of interest and fraud by:

· reviewing policy documents which should incorporate compliance with laws, regulations, ethics, policies and rules regarding conflict of interest;

· reviewing compliance with the above laws and regulations;

· taking note of significant cases of employee conflicts of interest, misconduct or fraud and the resolution of the cases;

· reviewing the Internal Auditor’s written reports concerning the scope of reviews of compliance, any significant findings, and the resolution and follow-up on findings and recommendations;

· monitoring developments and changes in the law relating to the responsibilities and liabilities of Management and monitor and review the extent to which the Management is meeting its obligations; and

· monitoring developments and changes in the various rules, regulations and laws which relate generally to the Library’s operations and monitor and review the extent to which the Library is complying with such laws.

5.2
Responsibilities related to the Internal Audit Function

The Audit Committee should ensure that the Internal Audit function performs their responsibilities effectively and efficiently by -

· the review and approval of the Internal Audit Charter;

· the review of the organisational structure, competence and qualifications of the Internal Audit function;

· providing channels of communication between Management, Internal Audit and External Audit as well as ensuring direct access by the Internal Auditors to the Audit Committee through the Chairperson;

· reviewing the plan and budget of the Internal Audit function with Management of the Library.  Ensure that the plan sufficiently addresses the high risks areas and that adequate resources are available;

· the review of audit results and action plans of Management for corrective actions on reported weaknesses;

· considering and resolving differences of opinion between Management and Internal Auditors;

· requesting audit projects, where it is deemed necessary;

· reviewing  the results of quality assurance reviews;

· ensuring that internal audit work is co-ordinated with the external auditors to ensure no duplication of work.

5.3 Responsibilities related to the External Audit Function (Auditor-General)


The Audit Committee should –

· ensure that there are no restrictions or limitations placed on the auditors;

· inform the Accounting Officer of any matters of fraud, losses or irregularities that the Committee believes should be reported to the Auditor-General;

· review the plan and scope of the external audit with regard to the high risk areas and the adequacy of audit coverage and procedures;

· review audit results, quality and contents of financial information and action plans of Management;

· consider significant disagreements between External Auditors and Management;

· consider material unsolved accounting and auditing problems;

· ensure direct access by the External Auditors either to the Audit Committee and the Chairperson of the Audit Committee or Management; and

· Ensure that the External Auditors are informed of all known risks to enable them to evaluate these risks for possible inclusion in their audit plan.

5.4 Responsibilities of the Accounting Authority and Management to the Audit Committee

· Provide support to the Audit Committee in its functioning as described above;

· The Accounting Authority will review the effectiveness of the Audit Committee on an annual basis;

· The Accounting Authority will appoint a new Audit Committee every three years.

6.
STRUCTURE OF THE AUDIT COMMITTEE

6.1
Membership and size of Committee

The Audit Committee will comprise of at least three members, with the majority of the members consisting of independent non-executive members.  The Audit Committee chairperson and member/s shall be appointed by the Accounting Officer and will include a representative member of the Board of Directors.  When the Committee is terminated, the members will be responsible for reporting on the activities for the last year in the Annual Report and at least one member shall proceed to serve on the next Audit Committee.  The Accounting Officer shall deal with cases of premature termination of Audit Committee members’ contracts.

6.1.1 Library Representatives

The Director and Chief Financial Officer are Library representatives and should attend Audit Committee meetings.

6.1.2 Persons normally invited

· The Office of the Auditor-General;

· Section Heads of the Library when they have a functional responsibility to be discussed by the Audit Committee;

· A representative of the Internal Auditors.


The Audit Committee may also invite such other persons as it deems necessary.

6.1.3 Qualities of members

· Members must understand the purpose of the Audit Committee.

· The Chairperson shall be an independent person, knowledgeable of the status of the position and have the requisite business, financial and leadership skills.

· The Chairperson must have the ability to preside over meetings and to direct the discussions along constructive lines.

· Members must have knowledge of the functions of the Library.

· Members must be appropriately qualified and experienced.

· Members must have sound judgment.

· Members must make time to attend to the responsibility brought about by serving on the Committee.

· The Chairperson may not be the chairperson of the Board of Directors or a person who fulfils an executive function at the Library.

· The Committee may, at its discretion or as a directive from the Board of Directors, co-opt members onto the committee, when and if required.

6.1.4 Secretariat

The Chief Financial Officer will perform the secretariat role.

6.2 Term of Office



The term of office for members will be three years from 1 April.  Members may be reappointed for a second term, but may not serve for more than two consecutive terms on the Committee.

6.3
Meetings

The Committee will meet four times per annum, with authority to convene additional meetings as circumstances require.  Meetings will take place prior to meetings of the Board of Directors.  Meetings may be held telephonically at the request of the Chairperson.  If the Chairperson is not able to attend a meeting, he/she will nominate one member to assume chairmanship for that meeting.  Travelling costs and any other expenses will be borne by the Library in order for members to attend Committee meetings.


The Internal or External Auditors may request a meeting if they consider it necessary.  The Committee must meet annually with the Auditor-General to ensure that there are no unresolved issues for concern.

6.4
Quorum

The quorum for meetings shall be two members of the Audit Committee.  If a quorum is not formed, the meeting may proceed on the understanding that the decisions taken will be subject to ratification by the ensuing Audit Committee meeting, which shall require a proper quorum.

6.5
Notice, Agenda and Minutes 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 fourteen (14) days prior to the date on which such meeting is to be held.


Agenda of meetings


The agenda and any documentation shall be prepared and distributed seven (7) days prior to the meeting.  Any person attending the meeting may add items to the agenda two (2) days before the agenda is finalised. Such items should be provided to the Chief Financial Officer of the Library. 


Minutes of meetings


The proceedings of all meetings will be documented in minutes.


The Chief Financial Officer of the Library shall keep minutes of all meetings and shall include the minutes with the agenda of the next Audit Committee meeting.  Minutes of all meetings will be distributed to Management of the Library as well as those normally invited to attend.

6.6
Reporting procedure

The Audit Committee is required to disclose in the Library’s Annual Report whether it has satisfied its responsibilities for the year.



The Audit Committee must –

· report to the Board of Directors all significant findings and concerns emanating out of the internal and external audits;

· submit proposals or recommendations to the Board of Directors for approval, where necessary;

· report on the effectiveness of internal controls in the Annual Report of the Library;

· report on its evaluation of the financial statements in the Annual Report; and

· report to the Board of Directors prior to approval and submission of the annual financial statements to National Treasury and the Auditor-General.


Should an internal report or a report from any other source implicate any member/s of the Board of Directors in fraud, corruption or gross negligence, the Chairperson of the Audit Committee must report, within seven (7) days of receiving this report, to the Executive Authority and the Auditor-General.

6.7 Remuneration

The non-executive Audit Committee members will be remunerated for attendance at meetings at the rate of R400.00 per hour.  In addition, the Chairperson will be paid for the preparation of the report to the Board of Directors and for the report for inclusion in the Annual Report at the same hourly rate mentioned above.

The Board of Directors in consultation with Management will review and fix the hourly remuneration for each three-year cycle.

7. DISCLOSURE

Should any member of the Audit Committee have an interest in any item to be discussed, he/she must disclose to the Committee.  Such member may be excused from the discussion and he/she may also not vote on that particular matter.

8. EVALUATION

The Audit Committee shall be subject to an annual evaluation.  Such evaluation shall include self-evaluation by Audit Committee members, evaluation by Management, internal auditors and external auditors.

9. ANNUAL REVIEW

The Audit Committee charter shall be reviewed annually by the Accounting Authority so as to ensure its adequacy in assisting the Committee to fulfil its mandate.  The charter will remain effective until such time as it is formally withdrawn by the Accounting Authority.


