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ACT NO. 6 OF 2016
Audit Act, 2016
An Act to repeal and replace the Audit Act, 1973" and the Audit (Statutory Bod-
ies) Act 19732 and to provide for the independence of the Office of the Auditor-
General and other incidental matters. ‘
Enacted by the Parliament of Lesotho.
PART 1 - PRELIMINARY

Short title and commencement

54 This Act may be cited as the Audit Act, 2016 and shall come into opes-

ation on the date to be appointed by the Minister by notice published in the
Gazette.

Interpretation
2. In this Act, unless the context otherwise requires -

“audit” means -
(2) an examination and evaluation of financial records;
(b) an expression of opinion; and

©) a systematic review of systems and controls employed
by the management of the audited entity.

« Auditor-General” means a person appointed as such under section
142 of the Constitution;

1
“auditing standards” means the prescription of basic principles and
practices which anditors are expected to follow in the conduct of an
audit; ‘

“accounting officer” includes a public officer or a person operaling as
an agent in Lesotho who i charged with the responsibility of -
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formation of an institution or an individual;

“Independent Auditor” means a practicing member of 2 professional
body recognised by the law of Lesotho;

“nternal auditor” means an employee charged with providing an in
dependent and objective evaluation of financial and operational
business activity of an organisation, including its internal control, risk
management and corporate governance;

“internal conirol” means a system established by a Public Body or a
Statutory Body to safeguard the assets of such a body and which
provide reasonable assurance regarding the achievement of objectives
in effectivencss and efficiency of operations, reliability of financial re-
porting and compliance with applicable laws and regulations;

«“Minister” means the Minister responsible for finance;

“Office” means the Office of the Auditor-General established under
section 3 of this Act;

“performance audit” means an assessment of the activities of an or-
ganisation to see if its operations are being carried out with due regard
to economy, efficiency and effectiveness and that accountability require-
ments are met reasonably; '

“professional body” means a membership body comprised of individ-
nal professionals, accountants, auditors and accounting technicians who
perform a variety of roles in the accountancy field and adhere to high
quality standards of practice;

“public accounts” means all accounts roquired under the Public Finan-
cial Management and Accountability Act 20117;

“public body” means the central and local government bodjes in which
the government has a controlling interest;

“public monies” means any money, bank deposit, negotiable instrument
and other investment or earning -
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-

@ in the custody or under the control of the Government
or a local anthority or their agencies;

() inthe custody or under the control of any person acting
for or on behalf of the Government or local authority or
their agencies; OF

{c) held by the Government in trust for, or oth erwise for the
penefit of a person other than the CGovernment;

“public officer” means & person holding or acting in any public office;

“regularity audit” means a combination of financial and compliance

“reyenue” includes a1l tolls, taxes, iports, rates, duties, fees, fines,
penalties, forfeitures, rents due, proceeds of sale and all other receipts
of the Government from whatever souIce over which Parliament has the
power of appropriation, the proceeds of all Joans raised and all grants
and gifts received by the Goverpment;

“siatutory body” means any statutory corporation in which the Gov-
erment has financial interest of fifty percent or more, OF such body a8
the Minister may by notice published in the Gazette designate.
PART 11 - THE QFFICE OF THE AUDTTOR-GENERAL
Continued existence of the Office of the Auditor-General

3. (1)  There is a continued existence of the Office of the Auditor-Gen-
eral.

@)  The Office of the Auditor-General shall be -
(a) an independent and autopomous bodj;
(b) the suprems audit institution of Lesotho;

(c) cap‘able of -

[y




. - '

® cuing and being sued in 15 OWN NAME;
Gi)  entering into conttacis;

(i)  holding, purchasing, acquiring and disposing of
any property in the couLse of carrying out ifs
functions; and

(iv)  performing all auch acts ag are necessary for or
incidental to the attainment of the objective and
purpose of the Office.

Tndependence of the Office of the Auditor-General
4. The Office of the Auditor-General shall -
(a) accomplish its tasks objectively;

(o)  beindependent in its performance of duty and exercise
of its powers; and

© have administrative antonomy.
Power to inspect fimancial institutions

5. (1)  Subject to Tules of strict confidentiality and secrecy between a
financial institation and its clients, the Auditor-General or his staff may examine
or audit a financial instifution account of a person in any financial institotion if
he has reason to believe that the money which belongs to a public body has been
fraudulently or wrongfully paid into the account of the person.

(2)  The Auditor-General requires a warrant Or COULt order in exer-
cising his functions under subsection (1).

3) A financial institution officer shall produce any‘docmnent ot pro-
vide requested information relating to the accounts in the custo dy of the financial

institution or contro] after having been presented with a warrant or order of court.

(4)  The financial snstitution officer shall make copies of any docu-
ment so produced.
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" The Auditor-General

6. The Auditor-General shall -

(@)

®
©

@

pursuant to section 142(1) of the Constitution, be ap-
pointed by the King, acting in accordance with the
advice of the Prime Minister;

be the head of a supreme audit institution of Lesotho;

not be subject to the direction or control of any per-
son or authority in the discharge of his duties; and

be sworn into office by the Chief Justice before un-
dertaking his duty to abide by the laws of Lesotho

" and to uphold the rule of law.

Functions of the Auditor-General

7. L The Auditor-General shall -

(=)

(b)

ensure that all moneys appropriated by Parliament and
disbursed are applied for the purpose for which they
were appropriated;

cause the following accounts to be audited -

@ public accounts of the Government;

Gi)  accounts of officers and authorities of the Gov-
ernment;

(i)  accounts of the courts of Law;
(iv)  accounts of every commission or other body es-
tablished by or under the Constitution or any

other law;

W) accounts of the Clerk of each House of Parlia-
ment;
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(vi)  accounts of statutory bodies;

(vii)  accounts of projects; and

(viii) any other account that the Auditor-General, act-
ing on the advice of the Audit Advisory Com-

mittee, may determine.

(¢)  prepares areport for Patliament on the accounts referred
to in paragraph (b).

(2)  The Auditor-General shall undertake the following types of an-
dits -

(@) financial andit;
(b)  regularity audit;
(¢)  compliance audit;
(@ performance audit;
; (e) environmental andit;
® forensic audit; and
(g)  any other type of audit.
(3)  The Auditor-General shail, in exercising his functions under the
Act, apply local and international standards adopted by the Office of Auditor-
General.
Tenure of Office of the Anditor-General
8. | The Auditor-General shall vacate his office at the age of sixty.

Salary and benefits of the Auditor-General

9, Subject to section 115 (1) and (5) of the Constitution, the salary and ben-
efits of the Auditor-General shall be in accordance with the Statutory Salaries



835

© Act, 1972%.
Resignation of the Aunditor-General

10.  If the Auditor-General wishes to resign from the Office of the Aunditor-
General he shall give at least six months notice, in writing, to the King before
vacating the office.

Removal from the Office of the Auditor-General

11.  The Auditor-General shall be removed from office by the King if the
question of his removal from office has been referred to a tribunal appointed
under section 142(4), (5) and (6) of the Constitution and the tribunal has recom-
mended to the King that he ought to be removed for inability or for misbehav-
iour.

Designation of an acting Auditor-General

12.  Pursuant to section 142(2) of the Constitution if the Auditor-General is
for any reason unable to exercise the functions of his office under this Act, a
person may be appointed to act as the Auditor-General, and any person so ap-
pointed shall, subject to the provisions of section 142(3),(5) and (7) of the Con-
stitution, continue to act until a person has been appointed to the office of
Anditor-General and has assumed the functions of that office or, as the case may
be, until the person in whose place he is acting has resumed those functions.

Disclosure of imterest

13. (@D The Auditor-General and the auditing staff shall disclose ali ma-
terial facts where they -

(a) have direct or indirect interest in any private or profes-
sional body or activity that they could profit from or in-
fluence through powers of their positions; and

(b)  have any commitment, obligation or investment which
will present conflict of interest, and shall not take part
in the consideration or discussion of any issue in respect
of the matter.
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(2)  The Auditor-General and the auditing staff shall not be actively
involved in any political activity.

(3)  The Auditor-General shall not hold a position of anthority in an
auditing and accounting of a professional organisation or standard setting body.

(4)  The Auditor-General and the staff of the Auditor-General ghall
declare their assets and any direct or indirect financial interest in any undertaking
to the Directorate on Corruption and Economic Offences.

Appointment of the Deputy Auditor-General

14.  The Deputy Auditor-General shall be appointed by the Auditor-General
acting on the advice of the Audit Advisory Committee.

Functions of the Deputy Auditor-General
15.  The Deputy Auditor-General shall -

(a)  be the chief accounting officer of the Office of the
Auditor-General,;

(b) be responsible for the efficient management and admin-
istration of the office;

(e) be responsible for the efficient utilization of staff;

(d) maintain discipline and proper use and care of movable
and immovable property of the Office;

(&)  exercisethe responsibilities, duties and powers of the
Office subject to the directions of the Auditor General;
and

6)) perform any other related functions subject to the direc-
tions of the Auditor General.

Remuneration for Deputy Auditor-General

16.  The remuneration and benefits of the Deputy Auditor-General shall be

[ o
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determined by the Auditor-General acting on the advice of the Audit Advisory
Committee, in consultation with the Minister responsible for finance.

Retirement of the Deputy Auditor-General
17.  The Deputy Auditor-General shall -
(a) retire from service at the age of 60; or

(b)  may, by written notice to the Auditor-General, voluntar-
ily retire from office zt the age of 50.

Appointment and remuneration of the staff of the Office of the Auditor-
General '

18, 1) The Anditor-General shall, in consultation with the Andit Advi-

sory Committee, employ persons necessary for the efficient and effective exe-
cution of the functions and powers of the Auditor-General.

(2)  The staff of the Office of the Auditor-General shall be remuner-
ated on such terms and conditions as may be determined by the Auditor-General
on the advice of the Audit Advisory Committee in consultation with the Minister
responsible for finance.

Retirement age of staff of the Office of the Auditor-General
19.  Amember of staff of the Office of the Auditor-General shall -
(@)  retire at the age of 60; or

(b) by written notice to the Auditor-General voluntarily re-
tire from Office at the age of 50.

Conduct of the staff of the Office of the Auditor-General
20. Amember of the staff of the Office of the Auditor-General who -
(a) fails té report to the Auditor-General any abuse or irreg-

ularity that comes to his notice in the course of his au-
diting duties; or
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() makes any report to the Auditor-General which he
knows to be false or has no reason to believe to be true,

commits an offence and is liable on conviction, to a fine not exceeding five thou-
sand Maloti or to imprisonment for a period not exceeding three years o1 both,

Designation of Acting Deputy Auditor-General

21. (1)  Whenever the Deputy Auditor-General is for any reason absent
or unable to exercise the responsibilities, duties and powers of the office or
whenever there is a vacancy in the office of Deputy Auditor General, Auditor

General shall appoint another staff member to act for a period of not exceeding
six months. '

2) Whilst acting as Deputy Auditor-General, such staff member -

(@)  has the responsibilities, duties and powers of the Deputy
' Auditor-General; and

(b) is subject to such terms and conditigns' of employment
of the Deputy Auditor-General.

Aceess to documents and property
92. (1)  The Auditor-General or any person authoriséd by him shail -

(2) have access to and require the prodizction of any book,
record, return, report, voucher and any other document
that in his opinion relates to any public account;

()  keepsuchabook, record, refurn, report, voucher and any
- other document for such time as the Auditor-General
may determine;

(c) have access to cash, stamps, securities, stores or any
property that he considers necessary o0 inspect in con-
nection with any public account that is in the possession
of any officer or authority of the Government; and

(d) summon a public or accounting officer for an explanat-
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“ jon or information which the Auditor-General may req- .

uire in the discharge of his duties.

(2)  The Aunditor-General or any officer authorised by him may, and
with proper identification - '
(a)  enter and remain in premises in which he believes that
documents or other information relating to an activity of
a public body may be held; and
(b)  carry out a search, examine and make copies of any doc-

ument which he considers necessary for his work.

Power to obtain information from ofhers

23. (1)

@)

€)

The Auditor-General may obtain from a person who is not a
member of a public body, any information that he considers necessary 0 execute
his functions under this Act.

The Auditor-General shall -

(@

advise a person, in writing, of the nature of the informa-
tion and why it is necessary;

(b) reimburse a person referred to in subsection (1) for any
reasonable cost associated with provision of information
and the information shall not be used by the person for
any other purpose.

A person who -

(a) intentionally obstructs, hinders or resists the Auditor-
General in the performance of his audit work; -

(b) intentionally refuses or fails to comply with any lawful
request of the Auditor-General;

(©) " makes a statement or gives information to the Auditor-

General knowing that the statement or information is
false or m‘islcading; and
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Auditor-General,

commits an offence and is lable on conviction, to a fine not exceeding five thou-
sand Maloti or to imprisonment for a period not exceeding three years or both.

PART TI - ADMINISTRATTVE PROVISIONS
Contracts with accounting and other professional firms

24. (1)  The Auditor-General may.authorise a practicing member of a
professional accountancy body recognised by the Laws of Lesotho to examine

or audit books of accounts of any authority or body which the Auditor-General
may be so required to examine and audit.

2) Audit decisions shall remain those of the Auditor-General
notwithstanding subsection (1).

Audit inspection reports

25, (1) The Auditor-General shall, at the conclusion of any audit work,
provide the chief accounting officer of the authority or a body which is being
andited with a report which includes findings and recommendations.

(2)  The chief accounﬁng officer of the authority or body shall re-
spond on findings and recommendations made pursuant to subsection (1) to the
Axditor-General within thirty days upon receipt of the report.

Special reports

26.  The Auditor-General may; at any time, if he considers it necessary, send
a special report on any matter incidential to his powers and duties under any
provision of this Act to the Minister for presentation to Parliament.

Armual audit report on the consolidated financial statements

27.  .The Auditor-General shail submit a report on the consolidated financial
statements made by him to the Minister for the time being responsible for finance
who shall, not Jater than 7 days after -

Eral

Lo S S o
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{(a) the first meeting of each House of Parliament; and

(o)  he has received the report, lay it before that House.
Accounts of spending units, statutory bodies
28.  The Auditor General shall report on his examination and audit of ac-
counts of spending units, statutory bodies and project; and send such reports to
the appropriate minister who shall present the report to Parliament.

]Disclasuré of infermation

29. (1)  Aperson shall not, without a written consent of the Auditor-Gen-
eral, publish or disclose information obtained in the course of an andit unless
fhe person is required to do so by a court of law.

(2)  Aperson who contravenes the provisions of subsection (1) com-
mits an offence, and is liable on conviction to a fine not exceeding five thousand
Maloti ox to imprisonment for a period not exceeding three years or both.

Submission of an annual performance
30.  The Auditor-General shall, once in a financjal year, submit an annual
performance report which shall include financial statements of the Office of the

Auditor-General to the Minister for presentation to Parliament six months after
the end of the financial year.

PART IV - ESTABLISHMENT OF THE AUDIT ADVISORY
COMMITTEE

Establishent and composition of the Audit Advisory Comumittee

31. (1)  There is established the Andit Advisory Committee which shail
advise the Auditor-General.

(2) The Committee shall consist of ~

(a)  Principal Secretary of the Ministry responsible for fi-
nance or his representative;
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(b) an anditor with not less than five years of experience,
nominated by the Minister of Finance;

(¢)  thehead of a body regulating accounting profession who
shall be the chairperson;

()  arepresentative of the Law Society nominated by the
Law Society; '

(6)  asecretary who shall be the Deputy Auditor-General or
his representative; and

69) head of the Human Resource section who shall be an ex-
officio member of the Committee.

Meetings of the Committee

33. (1)  The Committee shall meet at least once every four months and
hold special meetings whenever business of the Committee requires.

(2)  The chairperson shall preside at all meetings of the Commiitee

and, in the absence of the chairperson, members present shall elect one of them
to preside at a meeting.

3) At a meeting of the Committee, any issue before the Committee
shall be decided by the majority of votes of meibers present.

(4)  Aquorum for a meeting of the Committee shall be two thirds of
the majority of the members.

Funetions of the Committee
33.  The Committee shall -
(@ advise on the appointment, remuneration conditions of

service and benefits of appointment of the staff of the
Office of the Auditor-General;

(b)  advise on the draft budget plaﬂ and the final budget plan;
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(c)  advise on the effectiveness of the internal controls of the
office; and

(d) advise on any other matter relating to auditing.
Tenure of office

34,  Tenureof ofﬁce for members of the Committee who are not public offi-
cers shall be three years.

Remuneration and expenses of members of the Committee
35. 1) A member of the Committee may be paid -

(a) such allowances as the Auditor-General may on the ad-
vice of the Audit Advisory Comimittee determine.

(b)  any expense that may be incurred by a member in con-
nection with the business of the Committee.

(2)  Auny payments paid pursuant to subsection (1) shall be paid from
the funds of the Office.

Disclosure of imterest

36.  If amember has a direct or indirect pecuniary interest in a matter and is
present at a meeting of the Committee at which the matter is the subject for con-
sideration by the Committee, the-member shall, before the commencement of
the meeting, disclose all the material facts pertaining to interest of the member
to the Committes, and shall not take part in the consideration or discussion, or
vote on any question in respect of the matter.

PART V - FINANCIAL PROVISIONS AND ACC OUNTABILITY
Presentation and submission of an annual plan and proposed budget
37.  The Auditor-General shall prepare and submit to the Minister -

(2)  anannual operational plan that describes the proposed
work and programme of the Auditor-General for the fi-
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nancial year; and

(b) a detailed budget in support of the annual plan for pres:
entation to the Patliament.

Audit Revenue Fand

38. (1) There is established a fund to be known as the Audit Revenue
Fund in which all revenue contemplated under the Act shall be deposited.

(2)  The Fund shall consist of money -
(a)  from the Consolidated Fund;

(®) earned in connection with services rendered by the office
in terms of this Act;

(© earned by way of interest on investments;

(@) acctuing to the office from any other lawful scurce
which is a donation or bequest; and

(e) which is acceptable to the Auditor-General and will not
cause a conflict of interest. f

Application of funds
39.  The Deputy Auditor-General shall -

(a) manage the funds of the Office of the Auditor-General
in 2 manner he considers fit for the efficient discharge
of the functions of the office and in conformity with fi-
nancial practices and public service laws; and

(b) prepare and submit financial statements to the Auditor-
General.
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Audit fees
40. (1)-  The Office of the Auditor-General shall, in consultation with the
Audit Advisory Committee, determine fees to be charged for audit service for a

statutory body and projects.

(2) Fees for contracted services shall be paid by an agency receiving

such a service where the Office of the Auditor-General contracts with a profes-.

sional individual or an accounting firm.

3) The agency which has received audit services from a profes-
sional individual or an accounting firm contracted by the Auditor-General shall
pay part of the fees to the Auditor-General.

Audit of financial statements of the Auditor-General

41.  The Minister shall appoint an mdependcnt auditor to audit and report on
the following -

() financial statements of the Office of the Auditor-Gen-
eral; and

(b)  any other information relating to the performance of the
Office of the Auditor-General.

PART VI - MISCELLANEOUS
Savings

42. (1) A person who before the coming into force of this Act is the Au-

ditor-General under the Audit Act 1973 continues to be the Auditor-General for '

the purpose of this Act as if he has been appointed under this Act on the same
terms and conditions.

(2) If any right, liability or obligation vests in or subsists against the
Auditor-General before the commencement of the Act, he shall have the same
right and incur the same hablhty or obhgatlon as he would have had if the Act
had not been in force.

(3) A public officer who is employed in the Audit Office at the com-
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R——————

mencement of this Act, may apply to the Office of the Auditor-General and be
appointed as a staff member of the Office if he qualifies.

(4  Anofficer whose application for employment is successful shall
be deemed to have retired from the public service from the date of his assumption
of duties with the Office of the Auditor General and he shall be entitled to such
terminal benefits, if any, due to him under the law governing pensions and gra-
tuities in the public sexvice.

5) A public officer who after the commencement of this Act, does
not apply for employment with the new Office of the Auditor-General or whose
application is not successful in securing employment with the Office of the Au-
ditor-General, shall be re-deployed in any department in the public service.

Regulations

43.  The Minister may make regulations for giving effect to the provisions
of this Act.

Repeals

44.  The Audit Act1973 and Audit (Statutory Bodies) Act, 1973 are repealed.
NOTE

Act No. 12 of 1973

Act No. 5 of 1973

Act No. 12 of 2011
Act No. 8 of 1992 as amended by Act No. 3 of 1994

R
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GOVERNMENT NOTICE NO. 40 OF 2016
The Parliament of Lesotho
Statement of Objects and Reasons of the Audit Act, 2016

(Circulated by the authority of the Minister responsible for finance
Honourable Dr. ‘Mamphono Khaketla)

The object of the Bill is to repeal the Audit Act, 1973" and the Audit (Statutory
Bodies) Act, 1973% in order to provide for the establishment and independence
of the Office of the Auditor-General in line with section 117 of the Constitution.

The Bill provides for the functions of the Office of the Auditor-General which
shall be to audit and report on all public accounts of the Government of Lesotho.

The Bill further provides for the appointment of the Auditor-General and the
Deputy Auditor-General. The Auditor-General is designated as the head of the
supreme audit institntion of Lesotho and is not subject to the direction or control ~
of any anthority in discharging his functions under the Act. The Deputy Audi-
tor-General is designated as the Chief Executive Officer responsible for the ef-
ficient, management and administration of the Office of the Auditor-General.

The Bill empowers the Auditor-General or any officer designated by him to have
access to any document which in his opinion relates to any public account.

The Bill forther empowers the Auditor-General to inspect a bank account of any
person in any bank where he has a reason to believe that public money has fraud-
ulently been paid into such an account and to obtain information considered to
be necessary to execute his functions under the Act.

The Bill makes provision for types of audits that the Office of the Auditor-Gen-
eral shall undertake in executing its functions. The Bill further makes provision
for the establishment of the Audit Revenue Fund in which revenue collected in
respect of audit services shall be deposited and for the establishment of the Audit
Advisory Committee-which has responsibility to oversee the effectiveness of the
internal controls of the Office of the Auditor-General.

According to the Bill, remuneration conditions of service and benefits for Deputy
Auditor-General and other members of staff shall be determined by the Audi-
tor-General acting on the advice of the Audit Advisory Committee and in con-~
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sultation with the Minister responsible for finance.

The Bill also proposes that upon coming into operation of this Act a person who
is employed in the Office of the Auditor-General has the option to temain with
the Office, if he qualifies, or be re-deployed in another department within the
public service, : ;

NOTE

1, ActNo.120of 1973
2. ActNo. 5 of 1973
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