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The auditing landscape in South Africa is a sophisticated ecosystem governed by a combination of statutory 

legislation, international standards, and ethical codes. For professionals, students, and stakeholders in the financial 

sector, understanding the intricate web of the Auditing Profession Act (APA), the International Standards on 

Auditing (ISA), and the King IV Reportis not merely a matter of compliance but a cornerstone of institutional

integrity. This technical analysis provides an in-depth exploration of the legislative frameworks and standards that

define the auditing profession within the South African jurisdiction.

1. The Legislative Pillars of South African Auditing

In South Africa, the auditing profession is primarily anchored by two major legislative instruments: the Auditing 

Profession Act, 2005 (Act No. 26 of 2005) and the Companies Act, 2008 (Act No. 71 of 2008). These statutes

define who can perform audits, the legal weight of audit reports, and the consequences of professional negligence.

The Auditing Profession Act (APA) of 2005

The APA is the primary legislation regulating the auditing profession. Its core objective is to protect the public 

interest by ensuring that only qualified and registered individuals perform audits. It established the Independent 

Regulatory Board for Auditors (IRBA)as the statutory body responsible for the registration of auditors, the

prescription of standards, and the enforcement of disciplinary measures.

•  Section 44 of the APA: This specific section outlines the duties of an auditor, including the requirement to 

report Reportable Irregularities (RIs). An RI is defined as an unlawful act or omission committed by any person 

responsible for the management of an entity, which has caused or is likely to cause material financial loss or is 

fraudulent in nature.

•  Mandatory Audit Firm Rotation (MAFR): Though subject to ongoing legal and policy debates, the concept of 

MAFR was introduced via the APA framework to enhance auditor independence by limiting the duration an audit 

firm can serve a specific client.

The Public Audit Act (PAA) of 2004

While the APA governs private sector auditors, the Public Audit Act, 2004 (Act No. 25 of 2004) governs the 

Auditor-General of South Africa (AGSA). Under Section 188 of the Constitution, the AGSA is an independent

institution that must audit and report on the accounts, financial statements, and financial management of all

national and provincial state departments and municipalities.

2. Regulatory Bodies and Oversight Mechanisms

Effective auditing requires rigorous oversight. In South Africa, this oversight is tiered between the private sector

regulator and the constitutional public sector auditor.

The Independent Regulatory Board for Auditors (IRBA)

The IRBA is the apex regulator for the auditing profession in South Africa. Its functions include:



1.  Accreditation: Accrediting professional bodies like SAICA (South African Institute of Chartered Accountants).

2.  Registration: Maintaining a register of Registered Auditors (RAs).

3.  Standard-Setting: Adopting and prescribing auditing standards and a code of professional conduct.

4.  Inspections: Conducting regular quality control reviews and firm-level inspections to ensure compliance with 

the International Standard on Quality Management (ISQM).

The Auditor-General of South Africa (AGSA)

The AGSA plays a pivotal role in ensuring accountability within the public sector. Unlike private firms, the AGSA 

has the power of Material Irregularity (MI)reporting, which allows the Auditor-General to refer matters to

investigative bodies and, in certain cases, issue certificates of debt to accounting officers who fail to protect public

funds.



Feature IRBA (Private Sector Regulator) AGSA (Public Sector Auditor)

Establishment Auditing Profession Act, 2005 Constitution of RSA / Public Audit Act

Primary Mandate Regulate auditors and promote audit 
quality

Audit public sector entities and 
departments

Standard Adherence ISA and IRBA Code of Conduct ISSAIs (International Standards of 
Supreme Audit Institutions)

Enforcement Power Disciplinary hearings and fines Referral to law enforcement / 
Certificates of Debt

3. Theoretical Framework: The King IV Report and Corporate Governance

The King IV Report on Corporate Governanceis a non-legislated but highly influential set of principles that

shapes how audits are conducted and interpreted in South Africa. It moves away from a "tick-box" compliance

approach toward an "apply and explain" model.

King IV emphasizes the role of the Audit Committeein overseeing the external audit process. According to

Principle 15, the governing body should ensure that assurance services and functions enable an effective control

environment and support the integrity of information for internal decision-making and the organization's external

reports. The auditor's relationship with the Audit Committee is a critical mechanism for ensuring independence from

management.

4. International Standards on Auditing (ISA): Technical Breakdown

South Africa has fully adopted the International Standards on Auditing (ISA)issued by the International Auditing

and Assurance Standards Board (IAASB). These standards provide the technical workflow for an audit

engagement.

Core ISA Components

•  ISA 200: Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with ISAs. 

This establishes the requirement for Professional Skepticism and Professional Judgment.

•  ISA 315 (Revised): Identifying and Assessing the Risks of Material Misstatement. This involves a deep dive 

into the entity's IT environment, internal controls, and business model.

•  ISA 500: Audit Evidence. This defines the nature of evidence (sufficiency and appropriateness) required to 

support the audit opinion.

•  ISA 700 (Revised): Forming an Opinion and Reporting on Financial Statements. This standard dictates the 

structure of the audit report, including the inclusion of Key Audit Matters (KAMs).

The Mathematical Concept of Materiality

Materiality is a fundamental technical concept. It is not a fixed number but a professional judgment based on the

needs of the users of financial statements. The formulaic approach typically follows a benchmark:

Planning Materiality = Benchmark (e.g., Total Revenue, Net Profit, or Total Assets) &times; Percentage (e.g.,

0.5% to 5%)

Furthermore, Performance Materialityis set at a lower level to reduce the probability that the aggregate of



uncorrected and undetected misstatements exceeds the planning materiality for the financial statements as a

whole.

5. Procedural Execution: The Step-by-Step Audit Workflow

A standard audit in compliance with South African legislation follows a rigorous technical procedure:

Phase 1: Pre-engagement and Planning

1.  Ethical Evaluation: Assessing independence and potential conflicts of interest as per the IRBA Code of 

Conduct.

2.  Engagement Letter: Defining the scope, responsibilities of management, and the financial reporting 

framework.

3.  Risk Assessment: Utilizing ISA 315 to identify areas where financial statements might be prone to error or 

fraud.

Phase 2: Execution (Substantive Testing and Controls)

In this phase, the auditor performs Tests of Controls to determine if the entity's internal systems are functioning 

correctly. If controls are weak, the auditor must increase Substantive Procedures, which include:

•  Inspection: Examining records or documents.

•  Observation: Watching a process or procedure being performed.

•  External Confirmation: Obtaining written responses from third parties (e.g., banks, debtors).

•  Analytical Procedures: Evaluating financial information through analysis of relationships among data.

Phase 3: Finalization and Reporting

The auditor evaluates the evidence gathered to determine if the financial statements are free from material 

misstatement. The resulting Audit Opinion can take four forms:

1.  Unmodified (Clean): The statements present fairly in all material respects.

2.  Qualified: There is a specific material misstatement or lack of evidence, but it is not pervasive.

3.  Adverse: Misstatements are both material and pervasive.

4.  Disclaimer: The auditor cannot obtain sufficient evidence to form an opinion.

6. Comparison of Audit Types: Statutory vs. Non-Statutory

Not all audits are created equal. The South African context recognizes various types of assurance engagements

based on the underlying requirement.



Audit Type Objective Governing Authority Mandatory?

Statutory Audit Verify financial statements 
for shareholders/public

Companies Act / APA Yes (for public companies)

Internal Audit Improve operational 
efficiency and risk 
management

IIA Standards / King IV No (Recommended for 
governance)

Forensic Audit Investigate fraud or legal 
disputes

Criminal/Civil Law No (Event-driven)

Tax Audit Verify compliance with 
SARS regulations

Income Tax Act / Tax 
Admin Act

Yes (if selected by SARS)

7. Technical Analysis of Quality Management: ISQM 1 and ISQM 2

Effective from December 2022, the International Standard on Quality Management (ISQM) 1shifted the focus

from quality control to a proactive quality management system. Audit firms in South Africa are now required to

design, implement, and operate a system of quality management that addresses:

•  The firm’s risk assessment process.

•  Governance and leadership.

•  Relevant ethical requirements.

•  Acceptance and continuance of client relationships.

•  Engagement performance and resources.

This technical shift ensures that audit quality is embedded into the firm's culture rather than being a retrospective

review process.

8. Case Study: Reportable Irregularities and the Auditor's Responsibility

Consider a scenario where an auditor discovers that a company director has been diverting corporate funds into a

personal offshore account. Under Section 44 of the APA, the auditor must follow a specific legal procedure:

1.  Initial Report: The auditor must send a written report to the IRBA without delay, detailing the irregularity.

2.  Notification: Within 3 days of sending the report to the IRBA, the auditor must notify the company's board of 

directors.

3.  Second Report: Within 30 days of the initial report, the auditor must send a second report to the IRBA, 

stating whether the irregularity is still ongoing, has been corrected, or was found not to be an irregularity after 

further investigation.

Failure to follow this procedure can lead to the auditor being held liable for damages or facing criminal charges,

illustrating the high stakes of auditing legislation in South Africa.

9. Integration with Other Statutory Frameworks

The auditing profession does not operate in a vacuum. It interacts with several other critical pieces of legislation:

The Financial Intelligence Centre Act (FICA)

Auditors are "reporting institutions" under FICA. They are legally obligated to report suspicious or unusual



transactions that may involve money laundering or the financing of terrorism. This creates a dual responsibility: one

to the shareholders (audit opinion) and one to the state (regulatory reporting).

The Protection of Personal Information Act (POPIA)

Auditors handle vast amounts of sensitive data. Compliance with POPIA is mandatory, requiring auditors to

implement strict data security measures and ensure that personal information collected during an audit is

processed lawfully and transparently.

10. Synthesis: The Future of Auditing in South Africa

The South African auditing landscape is currently navigating a period of profound transformation. The introduction 

of the Auditing Profession Amendment Act, 2021has granted the IRBA more significant powers to enter and

search premises and to subpoena individuals during investigations. This move aims to restore public trust following

high-profile corporate collapses.

Looking forward, the integration of Artificial Intelligence (AI) and Data Analyticsinto the audit process is

redefining technical standards. Auditors are moving away from sample-based testing toward 100% population

testing, enabled by algorithmic tools. This shift requires a new breed of auditor—one who is as proficient in data

science as they are in accounting principles.

Furthermore, the rise of Environmental, Social, and Governance (ESG) reportingis expanding the scope of

auditing. South Africa’s commitment to global sustainability standards means that auditors will soon be required to

provide assurance not just on financial figures, but on carbon footprints, social impact metrics, and diversity

disclosures. The legislative framework will undoubtedly evolve to codify these new assurance requirements,

ensuring that the auditing profession remains a vital pillar of the South African economy.

In conclusion, auditing in South Africa is defined by a rigorous adherence to international best practices tempered

by specific local legislative requirements. The synergy between the APA, ISA, and King IV creates a framework

designed for transparency, but its success ultimately depends on the professional judgment, ethical fortitude, and

technical competence of the individual auditor. As regulatory scrutiny intensifies, the role of the auditor as a public

interest guardian has never been more critical.

Tags: #Auditing Profession Act  #IRBA  #ISA Standards  #King IV  #South African Law



Page 1 of 6



Page 2 of 6



Page 3 of 6



Page 4 of 6



Page 5 of 6



Page 6 of 6


