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The AGSA is in the process of looking for new external auditors for the 2009/10 financial year. The appointment of AGSA’s external auditors is the responsibility of SCoAG but the Audit Committee has been requested to oversee the process and make recommendations to SCoAG.

A tender advertisement for the AGSA’s external audit services was closed on 30 June 2009, and the following 6 external audit service providers were short-listed, and underwent detailed evaluation by the Audit Committee. Please refer to Annexure A for a detailed list of firms that responded to the tender advert.
· Octagon Chartered Accountants 

· MDP Incorporated 

· F & 0 Incorporated 

· BKR Logista 

· More Stephens

· CMA.
3.1. Evaluation Results
In conducting a detailed technical evaluation as outlined in Table 1 below, the outcome of the bidding processes, in order of priority, was as follows:
	#
	Audit Firm
	Estimated Proposed Audit Fees 

	1.
	More Stephens 
	R 2 000 000

	2.
	BKR Logista 
	R 1 995 000

	3.
	Octagon 
	R 1 250 000

	4.
	MDP & Middel 
	R 2 400 000


Table 1 – Technical Evaluation 
	
	
	Audit Approach 
	Firm Quality 
	Team Quality 
	BBBEE
	Total 

	
	
	
	Clients 
	IRBA Reviews 
	Experience 
	IRBA Review 
	Firm 
	Team 
	

	
	
	30%
	7.5% 
	7.5%
	7.5%
	7.5%
	10%
	10%
	

	1. 
	BKR Logista 
	20
	-
	-
	-
	-
	10
	-
	30

	2. 
	CMA
	-
	-
	-
	-
	-
	-
	-
	0

	3. 
	F & O
	-
	3
	2
	-
	-
	5
	-
	10

	4. 
	MDP
	-
	5
	2
	2
	-
	2.5
	-
	11.5

	5.
	More Stephens 
	25
	4
	-
	3
	
	5
	5
	42.5

	6. 
	Octagon 
	10
	2.5
	-
	3
	7.5
	-
	3
	26


3.2. Recommendation 

Based on the above, the Audit Committee recommends that More Stephens be appointed as the external auditors for the AGSA.
Should SCoAG have reservations about More Stephens, the other firms that could be considered are, in order of preference, as follows:

· BKR Logista 

· Octagon

· MDP & Middel
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Audit Committee is assisting SCoAG with the appointment process.
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Failure to appoint external auditors will result in contravention of the PAA.
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Annexure A – List of firms that responded to the tender advert 
	#
	Audit Firm 

	1.
	Octagon Chartered Accountants



	2.
	Bennie and Wilson Chartered Accountants



	3.
	TAG Incorporated



	4. 
	AMG registered auditors



	5.
	Ngubane and Zeelie Incorporated



	6.
	MDP auditors Incorporated



	7.


	F&O Incorporated 



	8. 


	TAYFN

	9. 


	Carrim and Associates 

	10.


	BKR Logista

	11. 


	ACT Solutions

	12.


	More Stephens Chartered Accountants

	13.


	BDO

	14.


	CMA

	15.
	Nexia HBLT Chartered Accountants 


Annexure B – Set of “hurdle” criteria used to arrive at the short-listed firms:
· Audit firm should have five partners, with at least three of those partners, including the engagement partner and key audit team members responsible for the AGSA’s audit, being based in Gauteng.

In the event of a joint audit proposal, both firms must have at least three partners, with the engagement partner from each firm and key audit team members responsible for the AGSA’s audit from each firm, being based in Gauteng.

· The firm should be prepared to forsake any contract work during the duration of the audit appointment. The firm should, therefore declare its interest upfront when tendering.

·  The firm must demonstrate that they:

· Have sufficient in-house capacity to perform the audit

· Will not be over-reliant on the AGSA audit fee (i.e. audit fees from the AGSA not exceeding 10% of its total revenue). In other words, the firm should be a going concern without depending on the AGSA’s audit fee.

· The firm must provide evidence of a satisfactory result on their latest IRBA review results for the firm and for the engagement partner.

· The firm should be able to meet the AGSA’s BEE 10% procurement requirement; and

· The firm should be prepared to rotate partners responsible for the AGSA’s external audit every five years and the appointment will be for a period not exceeding 10 consecutive years, which is subject to annual review and confirmation.

Annexure C – Tender Evaluation Criteria  

After fulfilling the “hurdle” criteria as set out in the RFP for the external audit services, the six (6) short-listed firms were evaluated in terms of the following criteria:

	Criteria 
	Ratings 

	
	Weighting 
	Score 

	Functionality 
	
	60%

	· Audit Approach 


	30%
	

	· Quality and public sector audit experience of the firm.

IRBA review results, and relevant experience of the firm will form the basis for the evaluation.  


	15%
	

	· Qualifications, quality, and public sector experience of the engagement team.

IRBA review, and relevant experience of the key audit team to be assigned to the AGSA will form the basis for the evaluation.  


	15% 
	

	Price 


	20%
	20% 

	BBBEE Compliance 
	
	20%

	· For the Firm 


	10%
	

	· For the core audit team to be assigned to the AGSA’s account


	10%
	

	Total 
	
	100% 
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