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I.         INTRODUCTION 

1. The mission of Internal Audit is to provide independent and objective assurance and advisory services designed to add value and improve the operations of the Secretariat. The means of ensuring the independence and objectivity of Internal Audit is outlined in the Audit Charter that specifically stipulates that the Chief Internal Auditor is administratively responsible to the Secretary General, and operationally responsible to the Audit Sub Committee. Further, Internal Audit is independent of the activities that it audits.  
2. In order to accomplish its mission, the Unit identifies all auditable subjects and selects audit projects for the subsequent year on the basis of key priorities. These are:  Management and the Audit Committee’s internal control concerns; key organizational risks; and results of prior audits. The number of audit assignments is aligned to the human resources base of the Unit. 
3. The work plan is reviewed by the Audit and Budget Sub Committee for the Council of Minister’s approval. The results of the annual audits are communicated to the Secretary General on a continuous basis and communicated to the Audit and Budget Committee during its meeting. 

II.        2019 INTERNAL AUDIT ACTIVITIES AND INITIATIVES 

4. The Audit and Budget Sub Committee met in October 2018 and considered Internal Audit’s activities, initiatives and significant audit findings arising from the audits that were conducted during the period.  
5. Below is the status of implementation of various audit initiatives and assignments that were planned and approved for implementation in 2019.
2019 WORK PLAN – Status of implementation
	Initiative
	 Audit
	Status of Implementation as at August 2019

	Financial and performance reviews
	 Audit of USAID
	Outstanding

	
	Audit of the Secretariat - 2018
	Completed

	
	Audit of selected Project
	RISM Audit in progress

	
	Audit of selected Project 
	Outstanding

	
	Audit of COMESA Institutions - RIA, LLPI, CCC & FEMCOM
	CCC audit conducted in July.

RIA, LLPI and FEMCOM Annual Audits outstanding

	
	
	

	Risk based audits
	Audit of Trade & Customs
	Outstanding

	
	Audit of Infrastructure & Logistics
	Outstanding

	
	Audit of Statistics
	Completed

	
	
	

	Compliance reviews
	Audit of Conferences
	Outstanding

	
	Audit of Work Programming system
	Completed

	
	Audit of Human Resources
	Outstanding

	
	Audit of Procurement
	Completed and report issued

	
	
	

	Risk management
	Coordinate and support the 2019 risk management and assessment activities
	2017/2018 Risk registers handed over to the Secretary General

	
	
	

	Internal Audit Quality Control
	Training
	One staff attended Financial audits using IFRS training 

2 staff attended VFM Audit training in September

	
	Maintenance fee
	Maintenance fee paid. The Unit continues to use the software for standardization of its work flows

	
	Out sourced IT audit 
	Bids received and awaiting evaluation and selection of an IT Auditor

	
	Audit follow up Reports submitted to the Secretary General


	Consolidated report on open audit issues submitted to the Secretary General at close of May 2019.


6. As regards adhoc audits, the Unit undertook a review of the preparation and approval process of the 2017 COMESA Staff Rules and regulations. 
7. Following the appointment of the Assistant Secretary General – Finance and Administration, whom the COMESA Risk Management framework designates as the Delegated Risk Officer, the Unit handed over COMESA Risk Registers to the Secretary General for onward transmission to the Delegated Risk Officer. The Delegated Risk Officer is expected to oversee risk management activities in the organization building on the work that Internal Audit undertook in the past three years.
III.        QUALITY CONTROL & HUMAN CAPITAL
8. The Unit continues to optimize the functionalities of its audit management system that include planning, risk assessment, audit documentation and follow up. As a result, repositories of audit working papers, issues and audit reports are being built in the organization over time. 
9. Following the resignation of an Internal Auditor (P2) in February 2019, the Unit executed its work programme with a workforce of three (3) regular staff that comprised: The Chief Internal Auditor (P4), an Internal Auditor (P2) and one Senior Audit Assistant (IC 2).
IV       STATEMENT ON INTERNAL CONTROLS

10. The terms of reference of the Audit Committee include the review of the report on the statement on internal controls. This statement describes the effectiveness of internal controls as assessed through various audits and risk management initiatives. 
11. The Audit Committee through the Internal and External Audit functions reviews the adequacy and the integrity of the Secretariat’s Financial Statements, internal control systems and management information systems, including systems for compliance with applicable laws, regulations, rules, directives and guidelines.

12. Internal Audit plays the role of identifying and highlighting weak systems of internal controls and emerging risks while Management has the sole responsibility of enhancing the Secretariat’s system of internal controls to manage the risks to which it is exposed. 
13. Management is informed of internal control lapses and regulatory compliance by the Legal and Institutional Affairs Division, Monitoring and Evaluation, institutional assessments, internal and external audits. 
14. Risk management is an integral part of the business processes of the Secretariat as every Unit and Division has prepared a risk register through the support of Internal Audit. The office of the Assistant Secretary General is charged with coordination of risk management activities within the organization. 
15. Apart from internal and external audits, the other key elements of the Secretariat’s internal control systems include: 

a.  Authority and Council decisions

b. Code of ethics, which govern the standards of conduct and prohibits improper behavior. 

c. Corporate governance and value for money frameworks.  
d. Procedure manuals in respect of financial controls, human resources, procurement and programming. These procedures are continuously updated through the issuance of implementation procedures by the Secretary General.
e. A Compliance Section that undertakes pre audit of payments and clearance of imprest in order to manage loss of cash and noncompliance with financial and administrative controls.

f. Disciplinary procedures.

g. Information systems
h. Internal Controls Committee 

16. Area of improvement in organizational internal controls include: lack of a mechanism for incorporating actions arising from missions into the work programme; slow implementation of audit recommendations; lack of records management policy; ineffective monitoring of the work programme; limited staff performance appraisals; weak IT system roll out and ineffective assignment of responsibility to staff leading to sub optimal productivity. These have been communicated to Management through various Internal Audit reports.
V          COOPERATION WITH EXTERNAL AUDITORS

17. There was limited cooperation with external auditors namely KPMG and PWC Zambia in terms of provision of internal audit reports for the period. 
VI.      CONSTRAINTS, CHALLENGES AND ACTIONS TAKEN TO ADDRESS THESE CHALLENGES

18. The human resources of the Unit have strength and exposure in compliance audits and as a result, there is slow turnaround of other types of audits. The Unit continues to address this risk through continuous mentoring and training of its staff in other types of audits namely: Project audits, Value for Money Audits and IFRS based audits.
19. The staff compliment of the Unit does not match the mandate of the Unit and as a result, the audit coverage is low. The Unit has proposed a budget for an IT Auditor in 2020 as decided by Council in November 2019 to cover the IT components of the audit universe. Council noted that the capacity of Internal Audit in the area of IT audits was insufficient and decided that an IT Auditor be recruited. The Unit has proposed a marginal increase in its training and travel budget to cater for the IT Auditor. Further, temporal assistance budget line has been introduced to assist the Unit during its peak periods.
20. Internal Auditors are members of professional bodies such as the Institute of Internal auditors, Association of Chartered Certified Accountants and Institutes of Certified Public Accountants. These professional bodies require that their members receive continuous professional education in order to keep abreast of contemporary issues in the profession. Internal Audit shall continue to request for reasonable training budget to enable all Internal Auditors to obtain annual Continuous Professional Education. 

VII.    FOCUS FOR 2020
21. In line with its risk based auditing methodology, the Unit shall continue improving organizational internal controls through audit of significant inherent risks and increase follow up of audit recommendations. In addition to risk based audits, compliance, IT and project audits shall be undertaken
VIII.
EXPECTED ACTIVITIES AND OUTPUTS

22. The audit initiatives, output and activities for the period January to December 2020 are summarised in the table below. 
Strategic Objective: Ensuring Regional and Secretariat’s readiness

	Programme
	Initiative
	Output
	Activities
	Nature of Activity 
	Timeframe
	Budget & Source of funding

	Internal Audit
	Risk based Audit
	Audit report
	Audit of Trade & Customs
	Assurance


	Quarter 1
	

	
	
	Audit report
	Investment Promotion and Private Sector Development
	Assurance


	Quarter 1
	

	
	
	Audit report
	Audit of M&E
	Assurance
	Quarter 1
	

	
	Financial and Performance
	Audit report
	 Audit of USAID
	Assurance


	Quarter 1& 2
	

	
	
	Audit report
	Audit of Secretariat
	Assurance


	Quarter 1 & 2 
	

	
	
	Audit report
	 Audit of selected Project
	Assurance


	Quarter 4
	

	
	
	Audit report
	Audit of selected Project
	Assurance
	Quarter 4
	

	
	Compliance Reviews
	Audit report
	Audit of Conferences
	Assurance
	Quarter 3
	

	
	
	Audit report
	Audit of Sub Granting
	Assurance


	Quarter 3
	

	
	
	Audit report
	Audit of General Services
	Assurance
	Quarter 3
	

	
	
	Audit report
	Audit of Budget & Finance
	Assurance
	Quarter 3
	

	
	Financial and performance reviews
	Audit report
	Audit of COMESA Institutions - RIA, LLPI, CCC & FEMCOM
	Assurance
	Quarter 4
	USD 26,000 – 

COMESA

	Risk Management
	Support the ASG’s office in the instituting risk management
	2020 organizational risk register
	Support risk management and assessment activities
	Workshop
Temporal Assistance


	Quarter 3
	USD 4,000

	Internal Audit Quality Control 
	Continuous Professional Education
	Training report
	Training
	Workshop

	Na
	USD12,000 – 

COMESA

	
	Audit management software
	Annual license 
	Maintenance fee
	Annual maintenance fee

	Quarter 2
	USD 6,500 – 

COMESA

	
	Internal oversight
	Audit follow up reports
	Audit follow up Reports submitted to the Secretary General


	
	Quarterly 
	

	
	Administrative Support
	Communication
	Telephone and fax
	
	
	1,500

	
	
	
	
	TOTAL
	
	USD 50,000


Note: Personnel costs of 4 professional (Including an IT Auditor) and 2 General Service Staff are budgeted under the Division of Human Resources and Administration  

