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Introduction

e Topic: The role of legislation in enhancing accountability and reporting for
clean audits.

e Objective: Understanding how legal frameworks improve financial governance,
transparency, and audit outcomes.

e Relevance: Clean audits ensure public trust, financial integrity, and efficient
resource management.
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Understanding a Clean Audit

¢ Definition: A clean audit means financial statements are free from material
misstatements and comply with laws and regulations.

e Key Elements:

o Compliance with financial reporting standards (IFRS, GAAP, IPSAS).
o Proper internal controls and risk management.

o Ethical financial practices.
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Impact of Proper Governance

Proper governance significantly contributes towards
accomplishing clean audit within the organizations. This
can be achieved through establishing:

e Strong Internal Controls

* Promoting transparency and accountability

* Ensuring compliance with laws and regulations and;

Providing effective oversight mechanisms
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Key Factors of Good Governance that
Contributes to Clean Audit

1. Strong Internal Controls

Establish and implement well designed and effective internal controls such
as segregation of duties and regular monitoring to minimize the risk of fraud,
non-compliance and errors.

2. Risk Management Practices
Implement appropriate risk mitigation strategies (i.e. Risk Register, Risk
Control Self Assessment) to help potential risks early.

3. Compliance with Regulations

Adhering to relevant laws and regulations ensures that financial reporting is

accurate and compliant with legal requirements, through the

* Implementation of the Compliance Risk Framework to assist with risk
identification, assessment, monitoring and reporting, and to

 Minimize and reduce potential audit issues.
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Key Factors of Good Governance that
Contributes to Clean Audit

4. Performance Monitoring

Develop and communicate a Compliance Monitoring Plan with clearly
defined scope, objectives, stating responsible and accountable stakeholders.
Review performance indicators regularly and adequately to address
corrective actions emanating from the findings to improve and enhance
internal controls.

5. Transparency and Disclosure
Openly communicate information relating to financial key decisions with the
relevant stakeholders as the measure to build trust.

6. Independent Oversight
Establishing independent governance forums such as audit committee to

perform oversight on the audit process and financial reporting to enhance
the credibility of the audit.
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The Role of Legislation in Financial
Accountability

Establishes clear financial governance rules.

. Defines responsibilities for public and private institutions.

Ensures transparency in financial reporting.

Mandates external audits and oversight mechanisms.
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Key Legislation Supporting Accountability

e Public Sector:

o Public Finance Management Act (PFMA)

o Municipal Finance Management Act (MFMA)
o Auditor-General Acts

e Corporate Sector:

o Companies Act

o Sarbanes-Oxley Act (SOX)

o King IV Code on Corporate Governance
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Financial Reporting Requirements

e Standards & Frameworks:

o International Financial Reporting Standards (IFRS)

o International Public Sector Accounting Standards (IPSAS)
o Generally Accepted Accounting Principles (GAAP)

e Mandated Disclosures:

o Annual financial statements.

o Auditor’s reports.

o Risk management and internal controls.
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Oversight and Enforcement Bodies

e Regulatory Agencies:

o Auditor-General’s Office

o Financial Intelligence Centers

o Public Accounts Committees

e Enforcement Mechanisms:

o Regular audits and financial reviews.

o Investigations into financial misconduct.

o Legal actions and penalties for non-compliance.
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Consequences of Non-Compliance

e Financial penalties and sanctions.
e Disqualification of executives and officials.
e Legal actions, including criminal prosecution.

e Reputational damage and loss of public trust

www.cigfaro.co.za



Role of Technology in Compliance

e Digital financial reporting and automation.
e Real-time compliance tracking.

e Use of data analytics in audits.

CIGFARO

Chartered Institute
Government Finance, Audit & Risk Officers

www.cigfaro.co.za



- &) y
hin \“" 3 =
gt sk
N .?r )
-~/ {(\
| )
Chartered Institute of
Gove

Al
nnnnnn Finance, Audit & Risk Officers

Whistleblower Protection & Ethical Practices

e Importance of reporting financial irregularities.
e Legislation like the Whistleblower Protection Act.

e Encouraging a culture of integrity and transparency.
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Conclusion & Recommendations

e Strengthen enforcement of financial laws.
e Promote transparency through open data policies.
e Enhance public participation in financial oversight.

e Implement continuous training on financial compliance.
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