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Introduction

This document represents a Service Level Agreement (SLA) and sets out in detail the nature and scope as well as the level of the specific services that the Gauteng Audit Services (GAS) will provide to [department name]. The availability of these services will impact [department name]’s ability to deliver the best customer service. Hence, the SLA is an agreement defining guaranteed levels of internal audit services and support from GAS for [department name].
2. Purpose of the Service Level Agreement

The purpose of the SLA serves to regulate the business relationship between GAS and [department name] and therefore covers the following key aspects:

	· Mission and vision of GAS 
	· Resolution process

	· Objectives of GAS
	· 

	· Principles of GAS operation 
	· Dispute resolution

	· Obligations and rights of GAS
	· Service media offered

	· Obligations and rights of [department/institution name]
	· GAS recovery and contingency

	· Service Level Agreement Review
	· Basis of charging

	· Duration of Service Level Agreement
	· Continuous improvement

	· GAS performance reporting process process
	· Opt-out clause

	· Services provided
	· Amendments to this agreements


3. Objectives of GAS

GAS is an independent appraisal function established by the management of the Gauteng Provincial Government (GPG) in line with the Public Finance Management Act of 2000 (PFMA) to incorporate financial, performance, operational, forensic and computer audit services. GAS will provide Corporate Governance, integrated risk management processes and best practices, as well as encourage the maintenance of an effective and efficient internal control environment. GAS will objectively examine, evaluate and report on the adequacy of internal control as a contribution to the proper, economic, efficient and effective use of resources. 

Gauteng Audit Services operates under the standards of the Institute of Internal Auditors of South Africa (IIA) and adheres to the Institute’s Code of Ethics.

4. Principles of GAS Operation

The following principles should guide the operation of GAS and it’s relationship with [department name]:

a) GAS will promote the common interests of GPG.

b) GAS will conduct an internal audit in accordance with the standards set by the Institute for Internal Auditors of South Africa (IIA).

c) A rolling three year strategic internal audit plan will be compiled based on an assessment of key areas of risk for [department name], having regard to its current operations, those proposed in its strategic plan and its risk management strategy.

d) An annual internal audit plan will be compiled for [department name].

e) The annual audit plan will reflect the scope of each audit assignment planned for [department name].

f) The audit relationship will be guided by detailed operating procedures that take cognizance of [department]’s management input.

g) GAS will report on a quarterly basis to the relevant Audit Committee detailing GAS’s performance compared to the annual audit plan as well as significant findings at [department name].

h) The choice of performance indicators, that are definitive of good internal audit service delivery, should take account of the efforts of tracking performance statistics. It does not make sense to choose measures that require significant resources to track as this is wasteful and non-value adding.

i) Key performance indicators will be benchmarked every two years against the local industry and international parties to establish a sound basis for determining GAS performance targets.

j) The SLA should promote a co-operative spirit between GAS and [department name]. 

k) The Gauteng Provincial Internal Audit Charter, the annual audit plan as well as the engagement letter issued before starting an internal audit assignment, regulate the relationship between GAS and [department name]. 

5. Obligations and Rights of GAS

5.1 Obligations

With regards to managing the relationship with GPG departments, GAS has the following general obligations:

a) to consult with the Head of Department (HoD) as well as the Chief Financial Officer (CFO) of [department name] to set mutually convenient dates for audit assignments to take place. However, it must be noted that the ultimate timing of audit assignments rests with GAS and there may be instances where no notice of the audit is provided.

b) to determine the scope and objectives of the audit assignment in conjunction with the [department name] (normally the HoD and the CFO) to ensure that concerns are identified and that assurances required relating to controls and procedures are addressed. The initial risk assessment conducted with the [department name] will also be used in determining the scope and objectives of the audit.

c) to provide Line Management, the CFO as well as the HoD the opportunity to formally respond to the audit reports. The findings and recommendations recorded in the audit reports are open to negotiations and the submitted management comments will form part of the final audit report.

d) to agree recommendations by way of a formal action plan with Line Management, the HoD and the CFO. Target dates for the implementation of the agreed to action plans will also be included in the report.

e) to ensure that all role players that are involved with the audited activity receives feedback as the audit assignment progresses with the appraisals of the procedures, systems and controls that fall under their responsibility.

f) to issue a report detailing the adequacy of internal controls within two weeks after completion of the audit work regarding individual audited activities. Issuing this report is dependent on obtaining management comments from [department name].

g) to issue a draft report within four weeks of the completion of all audit work.

h) to issue a final audit report within four weeks after receiving final management comments from all relevant parties (usually Line Management, CFO and HoD).

i) to performance s follow-up audit within three months of the issue of the final audit report. The purpose of this audit is to ensure that agreed-to recommendations and actions plans are indeed practical and have been implemented.

j) to obtain feedback on the performance of GAS through the departmental completion of a Customer Satisfaction Survey.

k) to record all time spent by GAS on audit assignments including routine audits, ad-hoc requests as well as forensic, computer and performance assignments to measure these against the annual audit plan. This will be reported quarterly to the audit committee and justification for all over-billings and under-billings will be provided.

l) Wherever possible best practice controls as well as procedures will be shared with other GAS clients. The utmost care will be taken not to breach and confidentiality clauses or agreements.

m) to develop a charge-out mechanism that is agreed with each GPG Department.

n) to periodically assess the pricing and the value of existing services, communicate recommended changes and implement adjustments as appropriate.

o) to develop and price new services required by GPG Departments in a reasonable timeframe.

p) to explain significant variances in relation to performance targets.

q) to identify, log, track, report correctly and resolve service deficiencies or operational problems which may occur.

5.2 Rights

With regard to managing the relationship with [department name], GAS have the following general rights:

a) to hire staff and incur expenditure within authority limits designated by Provincial Cabinet.

b) to accept audit assignments where specialist knowledge and experience falls outside the skills and proficiencies of its staff. These could include legal issues, environmental concerns, technical issues, etc. 

c) to co-source or out-source as and when necessary the skills required to conduct internal audits, e.g. in instances of a shortage of staff, large ad-hoc projects, etc. In cases such as these, GAS will contract the services of consultants, professionals and practitioners. The costs of these specialists will be borne by GAS. The appointment of sub-contractors will be at the sole discretion of GAS. 

d) to develop continuous improvement initiatives that have an impact on internal audit services.

e) to review pricing policies with Departments as a result of the impact of changes in the prevailing economic climate.

f) to organise, deploy and re-deploy GAS staff and assets to meet service obligations as it sees fit.

g) to recover its costs from [department name] in a fair manner that reflects Departmental usage of GAS resources, when such a mechanism has been agreed to.

6. Obligations and Rights of [department name]

6.3 Obligations

a) to use GAS services as defined in this SLA.

b) to involve GAS in all projects or programmes which impact the demand on GAS services, including providing detail on capital and operating budgets prior to the commencement of the financial year.

c) to make available all information relating to the Department, specific systems and processes, procedure manuals, regulations, laws, acts, risk analysis, etc.

d) to raise any underlying concerns, even those that may be insignificant.

e) to meet appointments, requests for information and deadlines for responses and recommendations.

f) to implement practical as well as agreed-to recommendations and action plans.

g) to accept increases in service costs as a result of unforeseen changes in demand triggered by events occurring outside of Provincial Government (as any reductions in service cost will be similarly passed on as a result of new processes, technology or other changes).

h) to perform certain specified activities in order to enable the GAS to deliver the services specified in the SLA, Appendices ___ under the heading, What GAS Expects of Departments
i) to accurately and timely complete the Customer Satisfaction Survey.

6.4 Rights

With regards to managing the relationships with GAS, [department name] have the following general rights:

a) to request, as it deems fit, ad-hoc audit assignments whereby a request to review a particular system is made. This will normally arise as a result of concerns raised, requiring assurance of controls and evaluating procedural efficiency. Assignments will initially be assessed to establish the related risks thereof as well as when and whether the system warrants a review in relation to the rest of the agreed audit plan. However, it should be noted that a contingency for ad-hoc audit assignments will be built into the annual audit plan.

b) to receive the agreed upon service levels from GAS.

c) to conduct a regular review of GAS performance. 

d) to bring shortfalls or deficiencies in service to the attention of GAS management and to escalate such complaints as specified in this document. [Department name] will make use of the formal mechanisms for resolving deficiencies that are provided in this document.

e) to be informed and consulted on system and process changes proposed by GAS, and changes in approach to staffing or organisational design which may effect processes and services.

f) to be included in the annual review of GAS disaster and recovery plans.

7. Service Level Agreement Review

GAS is committed to delivering quality internal audit services to [department name], thereby enabling [department name] to meet its business imperatives. The service levels and their measurements are intended to measure whether or not GAS is meeting the performance levels that are necessary to satisfy [department name]’s business requirements. The review of GAS service-level targets and their achievement will be accomplished via:

7.1
Bi-annual Management Review Meeting

The objectives for the bi-annual management review meeting held by the GAS management team and the [Department name] management team, are to:

a) Review general performance of GAS

b) Monitor the success of meeting SLA targets to achieve [department name]’s business requirements 

c) Review and accept/deny changes relating to modification of the SLA

d) Monitor customer satisfaction against the SLA (quarterly customer satisfaction survey results)

7.2
Annual Review Meeting

The General Manager: GAS will review the SLA annually following the finalisation of the annual audit plan. [Department name] will also review this agreement on an annual basis to ensure that it is in agreement with the expected service levels. In addition, the Audit Committee must comment on the detail of this agreement on an annual basis.

These reviews are scheduled for:

	
	BA1
	BA2/A1

	Year 1
	[insert date]
	[insert date]

	Year 2
	[insert date]
	[insert date]

	Year 3
	[insert date]
	[insert date]


8. Duration of the Service Level Agreement

This SLA includes all of the internal audit services listed below and will be effective upon the date of signature by all parties and will continue until terminated. Service scope, charges and performance targets will be renegotiated annually prior to the commencement of the financial year.

9. GAS Performance Reporting Process

To effectively support [department name]’s business objectives, it is imperative that consistent and guaranteed service levels are provided by GAS. GAS performance will be monitored and reported against a balanced set of business and internal operating performance measures. The measures will focus on ensuring the GAS is run in an efficient, effective and economical manner. All of the measures will be freely available to [department name] and performance will be reviewed regularly. 

Performance against specific business measures, as outlined in the detailed appendices, will be reported to Provincial Departments quarterly. At present, not all metrics have targets defined. As targets for these metrics are determined they will be incorporated into future amendments of this SLA.

Service level targets and their achievement will be documented in trend reports. GAS will provide the trend reports quarterly, and will indicate performance against all targets for the quarter. 

GAS performance will be evaluated along set criteria. Any disputes over performance standards will be evaluated on these performance indicators before grievance procedures are instituted. Listed below are specific performance indicators. For details of all the performance indicators please refer to the relevant appendices.

a) Percentage (%) of recommendations that the Department accepts and turns into action plans. This will indicate the effectiveness of the service rendered by GAS.

b) Percentage (%) actual audit assignments completed against the annual audit plan. This will indicate the ability of GAS to meet the Department’s service expectations as well as the appropriate level of assurance to the Audit Committee.

c) Percentage (%) of audit assignments completed in fewer days than the planned days. This is an indication of the efficiency of GAS.

d) Audit Committees will provide annual feedback on the level of satisfaction derived by them with the service provided by GAS. This will be achieved by the completion of a Customer Satisfaction Survey Questionnaire.

e) The Auditor General will provide an annual report on the extent to which they rely on the work of GAS as well as the quality of the work generated.

f) GAS will appoint an external consulting firm on an annual basis to perform a quality review. This review evaluates the effectiveness and efficiency of GAS.

10. Services Provided

This SLA covers services provided by GAS to its clients over and above those covered by operational and financial audits. The services that will be provided are in accordance with the Operational Model Design of GAS and approved by the Steering Committeeas well as the IIA. Services are:

a) Evaluation of how effective efficient and economical strategic objectives are being met

b) IT risk based control assurances and security reviews

c) Review of systems development processes

d) Pre-implementation support reviews of new systems

e) Fraud risk reviews

f) Development of fraud prevention plans

g) Providing fraud awareness and detection training

h) Implementation of a fraud hotline

i) Evidence collation

j) Fraud reporting and monitoring

k) Fraud response plan

11. Dispute Resolution 

A standard problem management process will be followed. This process will encompass problem logging, tracking, resolution, escalation, and hand-off processes between the Customer Relationship Representative of [department name] and GAS Client Manager. This process will ensure that the required service levels and SLA are established between GAS and [department name].

Where the parties cannot resolve issues in relation to performance these issues should ultimately be elevated to first the Portfolio Manager and secondly to the General Manager: GAS. In the event that a grievance is laid or that the expected service levels are not achieved, and all reasonable steps to resolve this grievance or inferior service have been taken by the parties concerned, the dispute will be forwarded to the Internal Executive Tribunal for final resolution. 

12. Service Media Offered

GAS will support the following media types for initiating audits and resolving queries:

· Telephone – Contact Centre Agents

· Mail/facsimile/e-mail

· Internet services – when available
· External Messenger
Additional media types will be assessed as and when they become available.

13. Basis of Charging

The Provincial Departments will not pay for GAS services during the first two years of operation up until [insert date, e.g. March 2004]. A suitable cost reflective and market related charge-out or transfer pricing model will be developed by the GSSC and GAS and agreed to with the GPG departments and institutions for implementation as from [insert date, e.g.1 April 2004].

14. Continuous Improvement

User groups will be established, under the auspices of the GSSC Customer Relationship Manager, with the goal of reviewing service performance and identifying opportunities for process improvement. User groups will be created for the major service areas provided by the GSSC and GAS. Membership to the user group will be fluid reflecting the issues of current interest or concern. The User Group will include members from the both GSSC and its internal customer groups, as well as the Department’s Customer Relationship Representatives.

15. Amendments to this Agreement

This agreement is subject to amendment for the addition or deletion of services provided, changes to services provided as a result of process and or technology improvements and resulting enhanced levels of service performance and or reporting capabilities.  Any such proposed amendments are to be recorded in an updated version of this document and are subject to the agreement of GAS and Provincial Departments.

16. Approvals

This Service Level Agreement has been reviewed and approved by:

[Head of Department] 
                  
[GAS Chief Executive Officer]

[Department]

[Gauteng Audit Services]

[Date]                                  

[Date]

Appendix I – Glossary of Terms
	
	

	PFMA
	Public Finance and Management Act

	SLA
	Service Level Agreement

	GM
	General Manager

	GPG
	Gauteng Provincial Government

	GSSC
	Gauteng Shared Services Centre

	GAS
	Gauteng Audit Services

	IIA
	Institute for Internal Auditors

	HoD
	Head of Department

	CFO
	Chief Financial Officer

	
	

	
	

	
	


 Appendix II – Internal Audit Service Levels
	GAS PROCESS
	KEY PERFORMANCE INDICATOR
	PARTIES/PERSONS RESPONSIBLE
	16.4.0.0.0 DEPENDENCIES
	SERVICE LEVEL STANDARDS
	MEASUREMENT

	
	
	
	
	
	

	· Draw up the basic scope and objective with the client

· Agree basic scope and objective with client
	· Approved basic scope and objectives
	· Portfolio Manager (PM)

· Client Manager (CM)
	· Meeting with client to discuss basic scope and objectives

· Client agreeing to basic scope and objectives
	· Acceptable basic scope and objective documents

· Reaching agreement with the client
	· % first time accepted scope and objective sheets

· % agreed to scope and objective sheets

· % scored on Customer Satisfaction Index (CSI)

	· Determining complexity of client operations

· Scope of client operations


	· Preparation of a time budget

· Allocation of staff
	· Client Manager
	· Detailed information from client
	· Allocation of sufficient and proficient resources

· Accurate time budget
	· % scored in CSI

· % audits completed within planned budget

	
	
	
	
	
	

	· Gather information through enquiry, meetings with the client and review to perform a high level analytical review.
	· High level analytical review to gain an overall understanding of the client’s operations
	· Audit Supervisor
	· Availability of the HoD and CFO for interviews.

· Availability of financial and operational information.
	· Understanding of the entity and the underlying risk areas.
	· % scored on the CSI

· % scope and objectives worksheets accepted

	
	
	
	
	
	

	· Obtain information through discussion, customer system documents, questionnaires, etc.

· Chart and document systems.
	· Flow chart and documented systems

· Obtain understanding of controls.
	Audit Supervisor
	· Availability of HoD and CFO

· Availability of client system documents

· Completed questionnaires
	· To chart and document systems of control that correlate with actual system of the client.
	· % system charts and documents accepted by the client

· % alterations to system charts and documents

· % scored in CSI

	
	
	
	
	
	

	· All queries should be forwarded and discussed with the client.
	· Reporting queries to clients and agreeing to an opinion on the most suitable  controls.
	· Audit Supervisor
	· Availability of HoD, CFO and Line Management to discuss and agree informal queries 
	· To present valid, accurate and complete informal control queries
	· % accurate and complete queries presented.

· % informal queries accepted

· % scored in the CSI

	
	
	
	
	
	

	· From previous information, discussions with client and questionnaires determine the population size
	· Identify the population size for each specific audit assignment.
	· Audit Senior
	· Requested Information from client

·  Completion of questionnaires.
	· To obtain the exact size of the population for sample selection.
	· Use of correct population size for sample

· % scored in CSI

	
	
	
	
	
	

	· GAS should indicate to management those controls that should be tested

· Any specific additions should also be requested.
	· Agree the scope and objectives with management concerning the testing of the effectiveness of internal controls
	· Audit Senior
	· Meeting with client to agree scope and objectives

· GAS being informed of any additional requests
	· Scope and objective of audit covers significant risks areas.

·  Client approval for scope and objectives
	· % scope and objective worksheets accepted by client

· % scored on the CSI



	
	
	
	
	
	

	· Discuss the draft audit report

· obtain management comments

· agree to action plans.
	· Obtaining management comments from the client

· agreeing action plans
	· Client Manager
	· Management comments from the client 

· Agreement to action plans by the client
	· Recommendations and action plans that are practical, value added and cost effective
	· % recommendations accepted

· % action plans accepted

· % scored on the CSI

	
	
	
	
	
	

	· To perform a follow-up audit
· determine recommendations implemented
· determine action plans implemented
· determine reasons for recommendations and action plans not been accepted
	· Recommendations implemented

· Action Plans implemented
	· Client Manager
	· Meeting with client
· Access to information and documents
· Co-operation from management in the implementation of recommendations and action plans
	· Practical recommendations and action plans implemented
	· % recommendations implemented
· % action plans implemented

	
	
	
	
	
	


	CLIENT PROCESS
	KEY PERFORMANCE INDICATOR
	PARTIES/PERSONS RESPONSIBLE
	DEPENDENCIES
	SERVICE LEVEL STANDARD
	MEASUREMENT

	
	
	
	
	
	

	· Approve the basic scope and objective worksheet provided by GAS

· Agree to the basic scope and objectives
	· Approve the basic scope and objective worksheet
	· Head of Department (HoD)

· Chief Financial Officer (CFO)
	· Basic scope and objective worksheet from GAS

· Willingness to negotiate from GAS
	· Agree to and approve basic scope and objectives within 5 working days


	· % basic scope and objectives agreed to and approved  by management within 5 working days.

	
	
	
	
	
	

	· Provide required information for resource planning

· Provide required information for time budgets
	· Provide requested information to GAS timely
	· HoD

· CFO
	· GAS to communicate required information
	· Provide required information within 5 working days
	· Accurate and complete information provided

· Within 5 working days

	
	
	
	
	
	

	· Provide information required for a high level analytical review

·  Interviews with GAS

· Providing operational and financial information.
	· Information resulting in a high level analytical review highlighting areas of risk.
	· HoD

· CFO
	· GAS to conduct interviews

·  Provide guidelines for required financial and operational information
	· Providing required information within 5 working days from request.
	· % accurate and complete information provided

·  within 5 days

	
	
	
	
	
	

	· Provide GAS with required information through interviews

· Provide system documents

·  completed questionnaires 
	· Providing information required to allow GAS to prepare system charts and documents
	· HoD

·  CFO

· Line management
	· GAS to provide detail of system documents required

· GAS to provide dates and times of interviews

· GAS to provide questionnaires
	· Provide required information within 5 working days of request.
	· % accurate and complete information provided

·  within 5 days

	
	
	
	
	
	

	· Meeting with GAS

· arriving mutually on an opinion of the adequacy of controls.
	· Agreeing to an opinion on informal control queries
	· HoD

·  CFO

· Line management
	· Gas to provide informal queries 

· GAS to set-up meeting to discuss informal queries.
	· Agree to meeting within 5 working days

· Reach an agreement on informal queries
	· Meetings accepted within 5 working days

· Willingness to reach agreement on informal findings

	
	
	
	
	
	

	· To complete questionnaires on population size

· provide all information requested by GAS
	· Provide all required information concerning population size
	· HoD 

· CFO

· Line management
	· GAS Questionnaires

· GAS request for information
	· complete questionnaire 

· provide required information
	· % questionnaires completed within 5 working days

· % accurate and complete information requested within 5 working days

	
	
	
	
	
	

	· Meet with GAS and reach consensus on the scope and objective of the audit assignment.

· Communicate and additional requirements
	· Agree the scope and objectives with GAS. 

· Identify any additional needs.
	· HoD

· CFO
	· Scope and objective worksheet from GAS

·  willingness from GAS to extend scope and possibly objectives.
	· Meet with GAS to agree with scope and objectives within 5 working days. 
	· % instances where scope and objectives were agreed to 

· within 5 working days

	
	
	
	
	
	

	· Provide management comments that correlate to acceptable recommendations

· agree on executable action plans.
	· Timely management comments

· Appropriate management comments

· Management comments that correlate with action plans
	· HoD

· CFO
	· Recommendations and action plans from GAS
	· Providing management comments and agreeing to practical action plans
	· Providing management comments and agreeing to practical action plans within 4 weeks of obtaining the draft report.

	
	
	
	
	
	

	· Implementing practical and feasible GAS recommendations and action plans
	· Recommendations and action plans implemented
	· HOD
· CFO
	· Practical, value added recommendations and action plans provided by GAS

· Adequate time to implement recommendation and action plans
	· Recommendations and action plans implemented within a reasonable time frame
	· % recommendations and action plans implemented within 3 months of receipt of the final audit report.

	
	
	
	
	
	


























