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Internal Audit Charter

1. Introduction

The purpose of this Charter is to define what Internal Audit is and explain its purpose, authority
and responsibility.

This Charter has been written in accordance with Standard 1000 of the Public Sector Internal
Audit Standards (PSIAS).

For the purposes of Internal Audit activity, the following terms are defined as follows:

The ‘Board’ — the Governance & Audit Committee

‘Chief Audit Executive’ — Head of Revenues and Financial Compliance

‘Senior Management’ — the Corporate Management Team which is made up of the Chief
Executive, Executive Directors and the Monitoring Officer.

2. Mission, Definition, Scope and Authority of Internal Audit

Mission

The Public Sector Internal Audit Standards (PSIAS), published in April 2013, state the mission of
Internal Audit as being “to enhance and protect organisational value by providing risk-based
and objective assurance, advice and insight™.

Definition

The PSIAS define Internal Audit as:

“...anindependent, objective assurance and consulting activity designed to add value and
improve an organisation’s operations. It helps an organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of
risk management, control and governance processes.”

A professional, independent and objective Internal Audit service is one of the key elements
of good governance.

Scope

The scope of Internal Audit allows for unrestricted coverage of the Authority's activities in
order to review, report and provide the appropriate assurance based on its reviews to the
Governance & Audit Committee. Internal Audit shall also have unrestricted access to all
records and assets deemed necessary by Auditors in the course of an audit. In addition,
Internal Audit, will have unrestricted access to:

= the Governance & Audit Committee

= the Chief Executive

= the Leader of the Council

= Members of the Council

= individual Chief Officers

= all Authority employees

Such access to records, assets and personnel may be limited to certain named individuals
as agreed with the Head of Revenues and Financial Compliance where highly sensitive or
confidential information is involved.
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Authority

The authority of the Internal Audit function is derived from legislation. The requirement for an
Internal Audit function for Local Authorities is implied by Section 151 of the Local Government
Act 1972, which requires that Authorities shall ‘make arrangements for the proper
administration of their financial affairs and shall ensure that one of their officers has
responsibility for the administration of those affairs’. The Accounts and Audit (Wales)
Regulations 2014 requires that ‘a local government body must maintain an adequate and
effective system of internal audit of its accounting records and of its system of internal
control’.

3. Objectives

Internal Audit’s main objectives are to:

= Provide a quality, independent and objective audit service that effectively meets the
Council's needs, adds value, improves operations and helps protect public resources.

= Provide assurance to management that the Council's operations are being
conducted in accordance with external regulations, legislation, internal policies and
procedures.

= Assistin ensuring the objectives of the Council are being met.
= Provide a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, internal control and governance processes.

= Provide advice and support to management to enable an effective control
environment to be maintained.

= Promote an anti-fraud, anti-bribery and anti-corruption culture within the Council to
aid the prevention and detection of fraud.

= |nvestigate allegations of fraud, bribery, corruption and other irregularities,
= Liaise with the police where criminal activities are suspected.

4. Roles and Responsibilities

Role of Internal Audit

To meet Internal Audit objectives, Internal Auditors are responsible for:

= Reviewing and assessing the soundness, adequacy and reliability of financial and
non-financial management systems and operations.

» Reviewing and assessing the effectiveness of internal conftrols.

=  Assessing the appropriateness of management action for improvement, where
appropriate.

» Reviewing and assessing procedures to check that the Council’s assets and interests
are adequately protected and risks are identified and effectively managed.

= Checking for compliance with legislation, Council policies and procedures.

=  Promoting and assisting the Council in the effective use of resources.

= Ensuring governance and risk management processes are effective and robust.
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= Undertaking independent investigations into allegations of fraud and irregularity in
accordance with Council policies and procedures and relevant legislation.

Provision of the Internal Audit Function

The Internal Audit function is provided ‘in house' and consists of the Head of Revenues and
Financial Compliance, Principal Auditor, 4 Senior Auditors, 2 Assistant Auditors and 3 Audit
Technicians. The team comprises of professionally qualified and part qualified Accountants
and Auditors (CIPFA, ACCA, and AAT).

Management Structure

Director of Corporate Services

The Director of Corporate Services has wide-ranging responsibilities for the proper
administration of the Authority’s financial affairs and a key method by which he is able to
discharge his statutory obligation is through the work of Internal Audit. Responsibility for the
provision of Internal Audit is delegated to the Director of Corporate Services. The Director of
Corporate Services acts as a ‘Lead Client’ on behalf of the Authority as a whole.

Head of Revenues and Financial Compliance

Internal Audit operates as a separate Unit within the Revenues and Financial Compliance
Division of the Corporate Services Department. The Head of Revenues and Financial
Compliance is responsible for ensuring that the Internal Audit Service is delivered to a
professional standard and in accordance with the principles established by the Director of
Corporate Services.

Principal Auditor

The Principal Auditor is responsible for ensuring that the reviews set out in the Audit Plan are
properly managed and that issues arising from individual reviews are properly reported on.
The Principal Auditor is responsible for the day-to-day management of the Internal Audit Staff
and delivery of the Audit Plan as approved by Governance & Audit Committee.

Governance & Audit Committee

The Head of Revenues and Financial Compliance and Principal Auditor report to the
Governance & Audit Committee on a regular basis (at least quarterly) to update the
Committee on progress with Planned Internal Audit Activity and also any key issues or findings
arising from unplanned work. The Committee approves and monitors progress with the
Annual Audit Plan and the 3 year Strategic Audit Plan.

Organisational Independence

PSIAS Standard 1100 states that the Chief Audit Executive must report to a level within the
organisation that allows the Internal Audit activity to fulfil its responsibilities. The Chief Audit
Executive will confirm to the Governance & Audit Committee, at least annually, the
organisational independence of the Internal Audit activity.

Organisational independence is effectively achieved when the Chief Audit Executive reports
functionally to the Governance & Audit Committee. The Governance & Audit Committee is
required to:

= Approve the Internal Audit Charter;
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= Approve the risk based Internal Audit Annual Plan;

= Receive communications from the Chief Audit Executive on the Internal Audit
activity's performance relative to its plan and other matters;

= Make appropriate enquiries of management and the Chief Audit Executive to
determine whether there are inappropriate scopes or resource limitations.

5. Code of Ethics

The Internal Audit Service operates in accordance with the PSIAS by:
= Ensuring that all Internal Auditors conform to the Code of Ethics principles of integrity,
objectivity, confidentiality and competency.
= Implementing the Attribute and Performance Standards as detailed in Section 5 of the
Standards

6. Audit Planning

The Audit Plan is prepared on a ‘risk-basis’, taking account of the Corporate Risks identified
in the Authority’s Risk Register and allowing for consultation with Managers in the various
Departments and the Authority’s External Auditors.

Internal Audit is committed to providing a review of all the Authority’s systems over the term
of the Audit Plan. Major systems (fundamental systems) are examined bi-annually whilst other
systems are audited on a cyclical basis dependent upon the risk factor / nature / value of
the system concerned. In discharge of this duty, the Head of Revenues and Financial
Compliance is responsible for:

- Preparing a rolling Strategic Risk Based Audit Plan, in consultation with Departmental
Senior Management and the External Auditors (Audit Wales). The Head of Revenues
and Financial Compliance will discuss the proposed Strategic Plan with the Director
of Corporate Services and the Corporate Management Team prior to submission to
the Governance & Audit Committee for formal approval.

- Translating the Strategic Plan into Annual Plans which identify the reviews to be
undertaken in each Audit Year. The Annual Plan is agreed with the Director of
Corporate Services, the Corporate Management Team and the Governance & Audit
Committee.

Internal Audit will advise each Department of the planned reviews to be undertaken during
each Audit Year and will attempt to schedule such reviews to the mutual convenience of
both parties.

7. Reporting

All audit assignments will be the subject of formal reports. Draft Reports will be sent to the
relevant managers, responsible for the area under review, for agreement of the factual
accuracy of the findings and for their comments and agreed actions in relation to any
recommendations made.
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Final Internal Audit Reports, once agreed with Heads of Service / Managers / Head Teachers,
are issued to the appropriate Directors, Cabinet Members, Chair and Vice Chair of the
Governance & Audit Committee and Chair of School Governing Bodies.

Audit reports:
= |nclude an action plan showing the agreed management actions and the target
date for implementation.
= Give an opinion of the system as at the time of the audit based on the evidence
available at that fime.
= Define the circulation of the Draft and the Final Reports.

Fundamental weaknesses identified during Internal Audit reviews are referred to the Chief
Executive and the Governance & Audit Committee.

In accordance with PSIAS 2500 (Monitoring Progress), follow-up audits are undertaken to
ensure that the agreed controls and actions have been implemented by management.

8. Quality Assurance

As is set out in the Internal Audit Quality Assurance and Improvement Programme (QAIP), the
Chief Audit Executive will maintain a process of review of the Internal Audit Service to provide
reasonable assurance that its work conforms with the relevant standards and to the
requirements of this document. Internal assessments will include:
= On-going monitoring of the performance of the service including ensuring there is
adequate supervision of work performed.
= Periodic self-assessments on how the service meets the requirements of the Public
Sector Internal Audit Standards.

External assessments of the Internal Audit Service will be undertaken once every five years,
in accordance with the PSIAS.

Internal Auditors are required to enhance their knowledge, skills and other competencies
through continuing professional development.

Audit reports are reviewed by a senior member of staff / peer reviewed prior to issue.

9. Relationships

General - in all of these relationships, the person/s concerned will be treated with respect,
courtesy, politeness and professionalism. Any confidential or sensitive issues raised with, or
reported to, Infernal Audit staff will be dealt with in an appropriate manner. Where issues
could cause embarrassment to the Council, the appropriate manager will be advised
immediately so that the issue can be addressed without delay.

Internal - Internal Audit is keen to develop and maintain constructive working relationships
with all Service Managers in terms of planning work, carrying out reviews and agreeing
Action Plans arising from the work undertaken.

Whilst statutory duties and its role as independent appraiser must be maintained, the Unit
recognises that it must work with Managers to agree improvements.
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Councillors — the main means of communication between Internal Audit and Councillors is
via the Governance & Audit Committee which meets at least four times a year.

External — Internal Audit will licise with the External Auditors in order to:
= Foster a co-operative and professional working relationship.
= Eliminate the incidence of duplication of effort.
= Ensure appropriate sharing of information.
= Co-ordinate the overall audit effort.

10. Fraud and Irregularity

The Internal Audit Unit undertakes investigative work in respect of fraud / irregularity, with the
exception of Housing Benefit related fraud and irregularity, which is investigated by the
Department for Work and Pensions.

11. Welsh Language

Internal Audit is fully committed to the Authority’s Welsh Language Policy. Where a
Department / Establishment wishes to have a review conducted through the medium of
Welsh, Internal Audit will endeavor to utilise Welsh Speaking Staff and produce all
correspondence, reports and action plans in the medium of Welsh. All Internal Audit standard
forms have been produced bilingually.

12. Contacting Internal Audit

Should you wish to discuss any aspect of Internal Audit’s activities please contact:

Helen Pugh, Head of Revenues and Financial Compliance
Telephone: 01267 246223
E-mail: hipugh@carmarthenshire.gov.uk

Caroline Powell, Principal Auditor
Telephone: 01267 246217
E-mail: capowell@carmarthenshire.gov.uk

13. Review

The Internal Audit Charter will be reviewed periodically by the Chief Audit Executive and
presented to the Governance & Audit Committee for approval.
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