
INTERNAL AUDIT ACT 
 

PART I 
GENERAL PROVISIONS  

 
Title 1. The present Law should be referred as the Law on Internal Audit of 2003. 

 
Definitions 2. For the purposes of the present Law, the terms and phrases hereafter are 

defined as follows: 
 
“internal audit” means an independent, objective and consulting activity designed 
to add value and improve the operations of government organisations. It helps an 
organisation to achieve its objectives through a systematic and disciplined 
approach in order to assess and improve the effectiveness of risk management, 
management and control systems and governance procedures. 
 
“government organisations” means the Public Service under the control of the 
Republic and includes the Public Educational Service, the Police, the Army, the 
National Guard but does not include 
(a) the President of the Republic, the House of Representatives and the High 

Court or any other Court under its jurisdiction 
(b) the Attorney General, the Auditor General and the Public Service Committee 

for actions in relation to their Constitutional duties.  
 
“Annual Internal Audit Plan” means the plan prepared by the Commissioner that 
specifies the activities of the Internal Audit Service for a particular year. 
 
“Commissioner” means the Commissioner of Internal Audit appointed in 
accordance with article 3 of the present Law. 
 
“Officer” means any person that holds any permanent or temporary position or 
post in any government organisations. 
 
“Strategic Plan” means the document prepared by the Commissioner that 
specifies the strategic direction of the Internal Audit Service in the short as well 
as the long term. 
 
“Board” means the Internal Audit Board appointed in accordance with article 15 
of the present Law. 
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PART II 
COMMISSIONER OF INTERNAL AUDIT  

 
Appointment of 
Commissioner 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
97/(I) of 1997 
   3(I) of 1998 
 77(I) of 1999 

3. (1) The Council of Ministers, appoints a person of high professional and moral 
standard of acknowledged and relevant to the duties, educational background and 
experience as Commissioner of Internal Audit, who in this capacity is responsible 
for the effective implementation of the provisions of this Act. 
 
(2) The Commissioner’s term of office is for a period of six years and may be 
renewed for one additional term by the Council of Ministers. 
 
(3) The Commissioner’s remuneration and the rest of the terms of service shall be 
determined by the Council of Ministers and shall be included in a contract signed 
by the Minister of Finance on behalf of the Council of Ministers.    
 
(4) The Commissioner may not hold any other position or office in the Republic 
or receive remuneration for any other occupation. 
 
In the case of appointing as a Commissioner a person who holds a permanent 
position in the civil service, the employee retires voluntarily from the position 
s/he holds and s/he is entitled to her/his rights in accordance with the Pensions 
Law. 
 
(5) When the Commissioner ceases to hold office, is entitled to a pension and a 
gratuity that are calculated in the same manner as the pension and gratuity of the 
President of the Public Service Committee. 
 
 
 

Termination of 
Service 

4. (1) The Commissioner may at any time in the duration of her / his service 
submit in writing her / his resignation to the Council of Ministers. 
 
(2) The Commissioner may be removed from office only by the Council of 
Ministers and only for the following reasons:  
(a) Due to mental or physical incapability or disability or any other illness that 

renders the Commissioner unable to fulfil adequately her / his duties.  
(b) Due to inappropriate behaviour or systematic absence or negligence in 

performing her / his duties. 
(c) Due to her / his declaration as personally bankrupt  
(d) Due to her / his conviction for a criminal offence that is disgraceful or that 

involves immorality. 
 

Duties     5. In accordance with the provisions of this Act and without influencing the 
provisions of any other Law, the Commissioner is responsible for carrying out the 
internal audit function for all government organisations.  For this purpose the 
Commissioner has the authority to: 
(i) examine and evaluate the adequacy and effectiveness of internal control 

systems, 
(ii) examine and evaluate the systems that have been set to ensure compliance 

with policies,  procedures, legal obligations and regulations, 
(iii) examine and evaluate the measures taken for the management of liabilities 
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and  safeguarding of assets and the verification of their existence, 
(iv) examine and evaluate the economy, efficiency and effectiveness of the 

various activities and procedures, 
(v) examine the operation of programmes / plans / activities to ensure that their 

results are in accordance with the targets set and the operations are executed 
as planned, 

(vi) evaluate the adequacy of management and control systems, 
(vii) provide advice on the appropriateness of internal control systems and on 

other accounting and operational issues, 
(viii) evaluate the credibility, relativity and integrity of the financial and 

operational information, 
(ix) conduct special investigations and audits on any subject that affects the  

integrity, loss of revenue, interests and operational effectiveness of the 
Public Service, 

(x) evaluate the quality of decision-making processes and of the information 
environment, 

(xi) perform any other task within the scope of internal audit. 
 

Reports 6. (1) After the completion of an audit assignment, the Commissioner is 
responsible for the preparation and submission of an audit report to the 
management of the organisation that was audited.  The report may be copied to 
any competent authority and / or independent service that the Commissioner 
deems appropriate. 
 
 (2) The Commissioner submits within six months from the end of each year an 
annual report to the Internal Audit Board describing the activities performed by 
the Internal Audit Service during the previous year.  The Board also decides for 
the distribution of the annual report. 
 

Protection of the 
Commissioner 

7. No legal action may be taken against the Commissioner for any action or any 
opinion stated or report submitted in performing his / her duties in accordance 
with this Act. 
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PART III 
INTERNAL AUDIT SERVICE  

 
Establishment of the 
Service 

8. (1) An independent Internal Audit Service shall be established, the staff of 
which shall be comprised of officers with qualifications such as they shall be 
defined in the Schemes of Service. 
 
(2) The officers of the Internal Audit Service are members of the Civil Service 
and shall be appointed, in accordance with Public Service Law. 
 
(3) The Internal Audit Service shall be headed by the Commissioner.  The 
Commissioner has the authority,  in accordance with the principles of hierarchy, 
to empower any officer who holds an appropriate position to act in his/her behalf 
under certain terms and conditions. 
 

Conducting of Audits 9. The Internal Audit Service conducts audits on any activity, of any government 
organisation and for this purpose may follow any methodology and approach 
deems appropriate. 
 

Independence 10. The Commissioner and the Internal Audit Service are independent from the 
auditee and must not have any direct responsibility or power over, the operations 
to be audited or take part in any executive decision. 
 

Authorisation 11. The Internal Audit Service has authority to: 

(a) have access, in a reasonable time, in all books, documents, accounts, property, 
payment vouchers, files, correspondence and other data  necessary for 
performing the internal audit function. 

(b) enter into any building or other premises and ask from any officer to provide 
all the information and all the explanations deemed necessary for forming an 
opinion.  Each officer shall respond timely in providing such explanations. 

 
Suspicion of possible 
fraud or irregularity 

12. If, during an audit, circumstances are revealed that raise suspicion of possible 
fraud or irregularity or significant damage on the assets of the auditee or the state, 
the Commissioner is required to take immediate action to stop such an activity.  
In such a case, a special report will be prepared and submitted immediately to the 
relevant authorities. 

 
Confidentiality of 
information 

13. In accordance with the provisions of this Act the Commissioner and every 
member of the Internal Audit Service staff shall respect the value and ownership 
of the information they receive and shall not communicate any information 
without proper authorisation unless there is legal or professional responsibility to 
do so. 
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PART IV 

INTERNAL AUDIT BOARD 

 
Establishment 14. An Internal Audit Board shall be established. The duties of the Internal Audit 

Board are prescribed in this Act. 

 
Composition 15. (1) The Board shall be composed of: 

(a) the Minister of Finance as Chairperson 

(b) two Ministers 

(c) the Accountant General of the Republic 

(d) a person with experience on internal audit matters who is not a     

 public officer. 

(2) The Board shall be appointed by the Council of Ministers for a period of three 
years. 

(3) The Board shall regulate its own procedures. 

(4) The Ministry of Finance shall provide secretarial and administrative support to 
the Board. 

 
Duties 16. The Board shall be responsible: 

(a) to safeguard the independence of the Internal Audit Service. 

(b) to observe the results of the Internal Audit Service and inform the Council of 
Ministers accordingly. 

(c) to suggest measures to the Council of Ministers for the strengthening of the 
internal audit function in the public sector.  

(d) to monitor the quality of the work of the Internal Audit Service and make 
suggestions for its improvement. 

(e) to get information on the response of the management of the audited 
organisations to the issues raised by the Internal Audit Service. 

(f) to request from the Management of the audited organisations to provide 
explanations in cases they do not respond to their obligations towards the 
Internal Audit Service. 

(g) to receive the Annual Internal Audit Plan and the Strategic Plan of the Internal 
Audit Service.   

(h) to decide for the distribution of the Annual Internal Audit Report.     
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PART V 

MISCELLANEOUS 
 

Obligations of 
organisations  

17. The management of each organisation that has been audited is obliged within 
one month from the date of submission of the audit report, unless the 
Commissioner specifies otherwise, to submit to the Commissioner a timetable  
with the measures they intend to take in relation to the audit findings. 

 
Budget 18. The operational costs of the Internal Audit Service are covered by the State 

Budget. 

 
Offences 19. Any person who: 

(a) without legitimate excuse fails to provide any information in their knowledge 
which is relevant to the audit being carried out by the Commissioner 

(b) without legitimate excuse refuses to provide the evidence required by the 
Commissioner or prohibits intentionally  in any way the provision of such 
evidence 

(c) without legitimate excuse delays in any way the audit carried out by the 
Commissioner 

(d) provides in his / her knowledge inaccurate information or evidence  

(e) impedes the Commissioner or any person that is involved in an audit, in 
carrying out their work 

is guilty of an offence and is liable to imprisonment that does not exceed one year 
or a fine that does not exceed one thousand pounds or both penalties 
simultaneously. 

 
Regulations 20. (1) The Council of Ministers, after a proposal by the Minister of Finance 

issues Regulations for the implementation of the provisions of the present Law 
and especially to define any matter that in accordance with the provisions of the 
present Law should or may be defined. 

 

  (2) Regulations prepared in accordance with the provisions of the present Law 
are submitted to the House of Representatives. If sixty days after their 
submission, the House of Representatives does not take a decision to amend or 
reject them, fully or partly, the Regulations are published in the Official Gazette 
of the Republic and come into force.  
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Appointment of the 
first Commissioner 

21. The Council of Ministers is obliged to appoint within one month after the 
present Law comes into force the Commissioner, in accordance with article 3.  

 

Transitional 
Provisions 

 

22. For purposes of temporary staffing of the Internal Audit Service, and prior to 
the recruitment of its staff, public officers from other government departments 
may be seconded to the Service. 
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