
Report 
Audit Committee  
 
Part 1  
 
Date:  26th November 2015 
 
Item No:    09 
 

Subject Internal Audit Charter  
 

Purpose To make Members of the Council’s Audit Committee aware of the revised and updated 

Internal Audit Charter in order to enable them to make an informed decision to approve 
the Charter in line with the expectations of the Public Sector Internal Audit Standards 
(PSIAS). 

 

Author  Chief Internal Auditor 

 

Ward General 

 

Summary This report provides an overview of why the Council’s Internal Audit Team needs to have 

its own Charter and why the Audit Committee needs to be aware of it and approve it.  
 

Proposal 1) The Internal Audit Charter be approved by the Council’s Audit Committee 

 
Action by  The Audit Committee 

 

Timetable Immediate 

 
This report was prepared after consultation with: 

 
   Chief Financial Officer 
   Monitoring Officer 
   Head of People and Business Change 
    
    
  

 
Please list here those officers and members you have consulted on this report. 

 

Signed 



Background 
 
 

1. This report aims to make Members of the Audit Committee aware of the Council’s Internal Audit 
Charter in order to enable them to make an informed decision to approve The Charter in line 
with the expectations of the Public Sector Internal Audit Standards (PSIAS).. 
 

2. The purpose of this Charter is to define what Internal Audit at Newport City Council is and 
explain its purpose, authority and responsibility. 
 

3. This Charter has been written in accordance with Standard 1000 of the Public Sector Internal 
Audit Standards (PSIAS) which came into force from April 2013. 
 

4. The Public Sector Internal Audit Standards 2013 (PSIAS) defines Internal Audit as: 
 

“… an independent, 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. ” 

 

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

good governance. 

 

6. Internal Audit has specific responsibilities and rights of access to people and documents written 

into the Council’s Financial Regulations which are included within The Charter, along with its 

objectives, roles and responsibilities, the staff involved and how it demonstrates its 

organisational independence.  The expectations and responsibilities of the Chief Internal Auditor 

are also included within The Charter. 
 

7. The Charter reinforces the point that Internal Audit provides assurance to Members and Senior 
Management and should not be involved with operational matters of service delivery.  It includes 
an important reference to the Code of Ethics for those working within the team in that they need 
to conform with the principles of Integrity, Objectivity, Confidentiality and Competence and have 
due regard to the ‘Seven Principles of Public Life (Nolan Principles)’ when undertaking their 
duties. 
 

8. The expectations of how Internal Auditors will approach their work in terms of due professional 
care, integrity, independence, impartiality is written into The Charter; the work itself being 
delivered through an Audit Strategy and an Annual Audit Plan.  The reporting and quality 
assurance processes are also included, along with how relationships with the team’s 
stakeholders will be developed. 
 

9. Dealing with Fraud and Irregularities is an important part of what the Internal Audit Team does in 
order to safeguard public money; it is important to include this aspect of its work within The 
Charter.  How the Internal Audit Team will be resourced and continually developed through 
training has also been included within The Charter. 
 

10. The intention is to maintain The Charter as a working document, which from time to time, will 
need to be refreshed and updated; The Internal Audit Charter will therefore be reviewed 
periodically by the Chief Internal Auditor and presented to Senior Management and the Audit 
Committee for approval. 
 

 
 
Financial Summary 

 
11. There are no financial issues related to this report. 



 

 
 
 

Risks 
 

12. N/A 
 
 

 

Risk Impact  of 
Risk if it 
occurs* 
(H/M/L) 

Probability 
of risk 
occurring 
(H/M/L) 

What is the Council doing or 
what has it done to avoid the 
risk or reduce its effect 

Who is 
responsible for 
dealing with the 
risk? 

     

     

     

* Taking account of proposed mitigation measures 
 
 
Links to Council Policies and Priorities 

 
13. Giving management assurance on systems in operation gives them confidence that there is 

sound financial management in place, that more effective services can be provided and the risk 
of theft, fraud and corruption is minimised. Better service provision, looking after the public 
pound makes our City a better place to live for all our citizens 

 
 To make our city a better place to live for all our citizens 
 To be good at what we do 
 To work hard to provide what our citizens tell us they need 

 
 

Options Available 
 

14. (i) That the Internal Audit Charter be approved by the Audit Committee. 
 
 

Preferred Option and Why 
 

15. Option (i).  Approving Newport’s Internal Audit Charter ensures compliance with the Public 
Sector Internal Audit Standards and enables Members and Officers to understand what Internal 
Audit is about, its purpose, authority and responsibility in a transparent way. 
 

Comments of Chief Financial Officer 
 

16. I can confirm that I have been consulted and have no additional comments. 
 

 Year 1 
(Current) 

£ 

Year 2 
 

£ 

Year 3 
 

£ 

Ongoing 
 
£ 

Notes 
including budgets heads affected 

Costs      
(Income)      

Net Costs      
(Savings)      

Net Impact 
on Budget 

     



Comments of Monitoring Officer 
 

17. There are no legal implications.  
 

Staffing Implications: Comments of Head of People and Business Change 
  

18. There are no direct Human Resources issues arising from this report. 
 
 

Comments of Cabinet Member 
 

19. N/A 
 

Local issues 
 

20. N/A 
 
 

Consultation  
 

21. N/A 
 

Background Papers 
 

22. N/A 
 
 
 
Dated: 
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Newport City Council 
 
INTERNAL AUDIT CHARTER 
 
 

1. Introduction 
 

1.1 The purpose of this charter is to define what Internal Audit is and explain its 

purpose, authority and responsibility. 
 

1.2 This Charter has been written in accordance with Standard 1000 of the Public 

Sector Internal Audit Standards (PSIAS). 
 

1.3 For the purposes of internal audit activity the following terms are defined as 

follows: 
‘board’ – the Audit Committee 
‘senior management’ – the Senior Leadership Team which is made up of the 
Chief Executive, Strategic Director Place, Strategic Director People, Head of 
Finance and the Head of People and Business Change. 
 
 

2. Definition, Scope and Authority of Internal Audit 
 

Definition 

 
2.1 The Public Sector Internal Audit Standards 2013 (PSIAS) defines Internal Audit 

as: 

“… an independent, 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. ” 

 

2.2 A professional, independent and objective Internal Audit service is one of the 

key elements of good governance. 
 

Scope 

 
2.3 Financial Regulations 5.4 states: 

 
For the purpose of Internal Audit the Head of Finance (and Scrutiny) and his/her 
nominated representative shall have authority to: 

 
•    enter at all reasonable times on any Council premises or land without prior 

notice; 
•    have access to all records, documents, computer programs and files and 

correspondence relating to any financial and related transactions of the 
Council; 

•    require and receive such explanations as are necessary concerning any 
matter under examination; 

•    require any employee of the Council to produce cash, stores or any other 
Council property under their control or such items in their custody as an 
officer of the Council which are the property of other persons; 



 

•   secure and prevent access to any equipment and records subject to an 
immediate report to the relevant Head of Service or Strategic Director. 

 
2.4 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 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 Audit Committee 

 the Chief Executive 

 the Leader of the Council 

 Members of the Council  

 individual Chief Officers 

 all Authority employees. 
 

2.5 Such access to records, access and personnel may be limited to certain named 

individuals as agreed with the Chief Internal Auditor where highly sensitive or 

confidential information is involved.  
 

Authority 

 

2.6 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 required 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 

2005 requires that ‘A local government body shall maintain an adequate and 

effective system of internal audit of its accounting records and of its system of 

internal control in accordance with proper practices in relation to internal 

control’.  

 

2.7 Newport City Council has delegated these responsibilities to the Head of 

Finance.      
 
 

3. Objectives 
 

3.1 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 

 to ensure 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 

 investigate allegations of fraud, bribery, corruption and other irregularities 

 to liaise with the police where criminal activities are suspected. 
 

 

4. Roles & Responsibilities 
 

Role of Internal Audit 
 
4.1 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 controls 

 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 

 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 

 
4.2 The Internal Audit Function is provided ‘in house’ and consists of the Chief 

Internal Auditor, 2 Audit Managers, 2 Principal Auditors,  3 Senior Auditors and 
2 Auditors. The team comprises of professionally qualified and part qualified 
accountants and auditors (CIPFA, ACCA, IIA, AAT). The Chief Internal Auditor 
operates in collaboration with a neighbouring local authority dividing his time on 
a 60:40 basis between Newport and Monmouthshire.  

 
  Organisational Independence 

 
4.3 PSIAS Standard 1100 states that the Chief Internal Auditor must report to a 

level within the organisation that allows the internal audit activity to fulfil its 
responsibilities. The Chief Internal Auditor will confirm to the Audit Committee, 
at least annually, the organisational independence of the internal audit activity. 

 
 
 
 
 



 

4.4 Organisational independence is effectively achieved when the Chief Internal 
Auditor reports functionally to the Audit Committee. The Audit Committee is 
required to: 

 

 approve the Internal Audit Charter;  

 approve the risk based Internal Audit Annual Plan;  

 receive communications from the Chief Internal Auditor on the internal audit 
activity’s performance relative to its plan and other matters;  

 make appropriate enquiries of management and the Chief Internal Auditor to 
determine whether there are inappropriate scopes or resource limitations. 

 
 

Management Structure       

 
4.5 Internal Audit is part of the Finance Service Area, with the Chief Internal Auditor 

reporting directly to the Head of Finance.  However, in order to maintain its 
independence Internal Audit has a right of access to the Chief Executive and/or 
the Leader of the Council and/or the Chair of the Audit Committee should 
circumstances warrant it. In addition, there is a right of access to Councillors as 
a matter of last resort. The Chief Internal Auditor also reports in his own name. 
Internal Audit does not carry out any non-audit functions and has operational 
independence. 

 
 

4.6 The Chief Internal Auditor is responsible: 

 

 in managerial terms to the Head of Finance 

 for the performance of the Internal Audit Service to the Audit Committee 

 providing a level of assurance, or otherwise, to the Audit Committee. 
 

 
4.7 The Chief Internal Auditor’s responsibilities to the Audit Committee include: 

 

 presenting for approval the Internal Audit Charter 

 presenting and obtaining approval of the risk-based annual audit plan 

 reporting quarterly on the work undertaken by Internal Audit 

 reporting any serious weaknesses found in the internal control systems, 
governance or risk, and any instances where corrective action has not been 
taken by management  

 reporting any instances where responses to audit reports have not been 
received within a reasonable timescale of the issue of draft and/or final audit 
reports, and any instances where agreed management actions have not 
been implemented within an acceptable time period 

 providing an annual audit opinion of the overall adequacy and effectiveness 
of the Council’s internal control environment. 

 
 
 
 
 
 



 

4.8 The Audit Committee responsibilities are in accordance with the Committee’s 
terms of reference. 

 
 
 

5. Code of Ethics 
 

5.1  The Internal Audit Service operates in accordance with the Public Sector 
Internal Audit Standards 2013 (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 

 
5.2 Internal Audit staff are required to make an annual affirmation of their 

knowledge of, and compliance with, the PSIAS Code of Ethics and must also 
have regard to The Committee on Standards in Public Life’s Seven 
Principles of Public Life (Nolan Principles).  

 
 

6. Service Standards 
 

What you can expect from us: 
 

6.1 Internal Auditors will, at all times, exercise due professional care, act with 
integrity and take a professional, reliable, independent and innovative 
approach to their work. It is essential that auditors are impartial so that when 
an audit opinion is requested it will be unbiased and based upon the facts 
available. Should a situation arise where impartiality could be questioned, 
then another auditor will be assigned to undertake the task concerned. 

 

6.2 Where an auditor was previously employed within a service/area subject to 

audit then the Chief Internal Auditor will ensure that the auditor concerned is 

not assigned audits in that area until an appropriate amount of time has 

lapsed. 

 

 

Audit Strategy 

 
6.3 The Chief Internal Auditor prepares a risk-based audit strategy and 

translates this into a five year rolling plan that shows cyclical coverage of 
audits. Where there is a difference between the strategy/plan and resources 
available, this is reported to the Audit Committee. 

 
 
 
 
 
 
 
 
 



 

Annual Audit Plan 

 
6.4 To implement the audit strategy, an annual audit plan is established using a 

risk-based assessment methodology. The plan determines in broad terms 
the resources and skills needed, and is used for allocating auditors’ work. 
Should the plan indicate a need for additional resources, this will be 
discussed with the Head of Finance. Heads of Service / Managers are 
consulted on the audit plan during the planning process and asked if there 
are any areas or work they wish specifically to be incorporated into the audit 
coverage. The plan is flexible and includes a contingency to allow for 
changes in priorities, emerging risks, ad hoc projects, fraud and irregularity, 
etc. 

 
6.5 The Annual Internal Audit Plan is reported to and endorsed by the Audit 

Committee. 
 

What we expect from you 

 

6.6 Managers and staff should co-operate with the auditors, and responses 

should be made to draft reports within 10 working days of issue of report. 

Where a response is not forthcoming a reminder will be issued. However, if a 

response is not received then the matter will be referred up to the next level 

of management, and ultimately to the Head of Service, Strategic Director, 

Chief Executive or Audit Committee, as appropriate. 

 
 

7. Reporting 
 

Audit Reports 

 

7.1 All audit assignments will be the subject of formal reports. Where appropriate 

draft reports will be sent to the managers responsible for the area under 

review for agreement of the factual accuracy of findings. After agreement, 

the final reports will be issued to the relevant Head of Service. All reports will 

be issued on behalf of the Chief Internal Auditor and will contain a 

corresponding audit opinion. 
 

Audit reports:  
 

 show the findings based on a risk assessment e.g. high, medium and low or 
may be advisory (a finding that does not have a risk impact but has been 
raised to highlight areas of inefficiencies or poor practice)  

 include 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 time 

 define the circulation of the draft and the final reports 

 all reports will be issued on behalf of the Chief Internal Auditor. 
 
 
 
 
 
 



 

7.2     Audit report circulation/Reporting structure: 
 

 Operational managers receive a draft report for discussion followed by the 
final report 

 Heads of Service will receive a copy of all final reports within their service 
area 

 Chief Executive and Senior Leadership Team will receive a copy of all 
quarterly update reports presented to the Audit Committee and can request 
individual reports as required. 

 

Reporting Standards 

 
7.3 Upon completion of audits, draft audit reports are internally quality reviewed 

and issued to the relevant line managers for them to confirm the accuracy of 
the audit findings. Managers are invited to contact the auditor if they wish to 
discuss the report and asked to show their response to the significant 
weaknesses raised in the draft report. For agreed management actions, 
dates for action or implementation are recorded in the report and the action 
plan.  The managers’ responses are recorded in the final report.  

 

 

7.4 In accordance with professional standard (2500 Monitoring Progress), follow-

up audits are undertaken to ensure that the agreed controls and actions have 

been implemented by management.    

 

7.5 Any agreed management actions not implemented within a reasonable 

timescale and any ‘high’ risk weaknesses that are not accepted will be 

reported to the Audit Committee in accordance with the committee’s terms of 

reference.      

 

7.6 Internal Audit works to the reporting quality standards of: 

 

 draft audit reports to be issued within 10 working days of the completed 
audit job being reviewed 

 final audit reports to be issued within 5 working days of the discussion of 
the draft audit report 

 agreed action plans within final reports to be followed-up within 12 
months of the date issue of the final audit report, to ensure that the 
agreed management actions due for implementation have been 
established. 

 
 

8. Quality Assurance 
 

8.1  The Chief Internal Auditor 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. 

 
8.2  External assessments of the Internal Audit Service will be undertaken once 

every five years, in accordance with the PSIAS.  
 
8.3  Internal auditors are required to enhance their knowledge, skills and other 

competencies through continuing professional development. 
 
8.4   Audit reports are reviewed by a senior member of staff / peer reviewed prior 

to issue. All reports are issued by the Audit Manager (or Chief Internal 
Auditor). 

 
 

9. Relationships 
 

9.1  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, Internal 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. 

 
9.2  Internal - the main contacts are with: Council employees, operational 

managers, Heads of Service, Strategic Directors and the Chief Executive.        
Internal auditors will ensure that they explain to the person/s concerned the 
purpose of the audit and the various stages that the audit will follow.     
Internal Audit will agree with the manager concerned the timing and scope of 
the audit and the circulation of the audit report. 

  
9.3  Councillors – the main means of communication between Internal Audit and 

Councillors is via the Audit Committee which meets 7 times per year. 

 
9.4  External – Internal Audit will liaise 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 & Irregularities 
 

10.1  The Chief Internal Auditor is responsible for reviewing and updating the 
Council’s Anti-Fraud and Corruption Strategy and for promoting an anti-fraud 
culture within the Council.  This is achieved by the following: 

 
 
 
 
 
 



 

 specific detailed testing in high risk areas 

 participation in the Cabinet Office National Fraud Initiative data 
matching exercise 

 investigation of all areas of concern identified through routine audit, 
reported to management or via the Council’s Whistleblowing policy.      

 
10.2   Heads of Service / operational managers are responsible for managing risks 

in order to prevent fraud, irregularities, waste of resources, etc. Internal Audit 
will assist Heads of Service / operational managers to effectively manage 
these risks. 

 

10.3   However, no level of controls can guarantee that fraud will not occur, even 

when the controls are performed diligently with due professional care. 
 
10.4   Where there is evidence or reasonable suspicion that a fraud or irregularity 

has occurred, then this must be reported immediately to Internal Audit. All 
cases will be dealt with in accordance with the Council's ‘Anti-Fraud, Anti –
Bribery and Anti-Corruption Strategy’ and ‘Whistleblowing Policy.  

 
 

 

11.  Audit Resources 
 

11.1 The staffing structure of Internal Audit will comprise a mix of qualified, 
technician, trainee and auditor posts with a mix of professional specialisms to 
reflect the varied functions of the section. 

 
11.2 As far as is practicable, Internal Audit will not participate in the day-to-day 

operation of any systems of internal control. However, in strict emergency 
situations only, audit personnel may be called upon to carry out non-audit 
work on a short-term basis. 

 
11.3 Members of the Internal Audit Section will be expected to contribute to the 

general management and conduct of business through membership of 
working groups and participation in ad hoc exercises. 

 
11.4   Members of the Audit Team annually declare any potential conflicts of 

interests and do not participate in any activity or relationship that may impair 
or be presumed to impair their unbiased assessment. 

 
 
 

12. Audit Training 
 

12.1 Internal auditors must enhance their knowledge, skills and other 
competencies through continuing professional development (Standard 1230). 

 
 
 
 
 
 
 



 

12.2  The Chief Internal Auditor will carry out a continuous review of the 
development and training needs of all audit personnel and will arrange in-
service training covering both internal and external courses. This will 
complement the Council’s ‘My Review’ process. 

 
12.3 The Internal Audit Team will continue to co-ordinate training for internal 

auditors across 16 South Wales internal audit teams on behalf of the South 
Wales Chief Auditors Group; a sub group of the Welsh Chief Auditors Group.  
An annual training programme will be proposed and delivered. 

 
 

13. Review 
 

13.1  The Internal Audit Charter will be reviewed periodically by the Chief Internal 
Auditor and presented to Senior Management and the Audit Committee for 
approval. 

 

 
 


