CORPORATE GOVERNANCE Head of Partnership
AUDIT AND STANDARDS COMMITTEE REPORT NO. AUD25/02

2"d April 2025

INTERNAL AUDIT CHARTER & INTERNAL AUDIT PLAN 2025-26

AS

SUMMARY:

required by the Global Internal Audit Standards in UK Public Sector this report

presents the Internal Audit Charter and the Internal Audit Plan 2025 — 26.

The Internal Audit Charter (Appendix A) is a formal document that includes the
internal audit function’s mandate, organisational position, reporting
relationships, scope of work, types of service, and other specifications.

The Internal Audit Plan (Appendix B) is a document, developed by the Chief
Internal Auditor, that identifies the engagements and other internal audit
services anticipated to be provided during a given period.

RECOMMENDATION:

Members are requested to provide input to and approve the:
i
i.

Internal Audit Charter 2025-26 (Appendix A); and
Internal Audit Plan 2025-26 (Appendix B)

1.2

1.3

Introduction

The mandate for internal audit in local government is specified within the
Accounts and Audit [England] Regulations 2015, which states:

‘A relevant authority must undertake an effective internal audit to evaluate the
effectiveness of its risk management, control and governance processes,
taking into account public sector internal auditing standards or guidance.’

From 1 April 2025, the ‘standards or guidance’ in relation to internal audit are
those laid down in the Global Internal Audit Standards (GIAS), Application Note:
Global Internal Audit Standards in the UK Public Sector (Application Note) and
the Code of Practice for the Governance of Internal Audit in UK Local
Government. The collective requirements shall be referred to as the Global
Internal Audit Standards in the UK Public Sector (the Standards).

The Southern Internal Audit Partnership have made all necessary adaptions to

its processes, procedures and practices to ensure it is best placed to conform
with these requirements with effect from 1 April 2025.
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1.4

15

1.6

1.7

1.8

1.9

The Standards (6.2) require all internal audit providers to implement and
maintain an ‘Internal Audit Charter’. The internal audit charter is defined as ‘a
formal document that includes the internal audit function’s mandate,
organisational position, reporting relationships, scope of work, types of service,
and other specifications.’

Standard 11.3 (Communicating Results) references the possibility that a chief
internal auditor may be required to make a conclusion at the level of the
organisation about the effectiveness of governance, risk management and/or
control.

Section 10B of the Application Note makes it a mandatory requirement in the
UK public sector, for the chief internal auditor to prepare such an overall
conclusion at least annually in support of wider governance reporting. This
overall conclusion must encompass governance, risk management and control.
The requirement for an overall conclusion must also inform planning carried out
under GIAS Standard 9.4 (Internal Audit Plan).

In accordance with the Standards (9.4) there is a requirement that internal audit
must create a risk-based internal audit plan that supports the achievement of
the organisation’s objectives. The internal audit plan provides the mechanism
through which the Chief Internal Auditor can ensure most appropriate use of
internal audit resources to fulfil the audit mandate and delivery of the internal
audit strategy.

The aim of internal audit’s work programme is to provide independent and
objective assurance to management, in relation to the business activities;
systems or processes under review that:

e The framework of internal control, risk management and governance is
appropriate and operating effectively; and

e Risks to the achievement of the Council’s objectives are identified,
assessed and managed to a defined acceptable level.

Internal Audit Charter 2025-26
The internal audit charter is reported to the Corporate Governance Audit &
Standards Committee annually for review and approval and it has been updated

to reflect the requirements of the new Standards. A copy is attached as
Appendix A.
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1.10

1.11

1.12

1.13

1.14

1.15

1.16

Internal Audit Plan 2025-26

The proposed risk based internal audit plan for 2025-26 is attached at Appendix
B and has been developed at a strategic level providing a value adding, and
proportionate level of assurance aligned to the Council’s strategic outcomes. It
is based on a range of inputs including review of the Council’s strategic risk
register, sector knowledge and discussions with management teams.

Internal audit focus should be proportionate and appropriately aligned, and as
such, only high and medium priority reviews identified during the planning
process are incorporated within the Internal Audit Plan. The exception to this
is where ‘mandatory’ audits (for example to certify the accuracy of grant claims
to meet funding requirements) or specific management requests have been
raised, and sufficient capacity is available.

The audit plan will remain fluid to ensure internal audit’s ability to react to the
changing needs of the Council. Any additions to the plan must be able to clearly
demonstrate a contribution to the audit conclusion on risk management, control
and governance.

Any changes to the plan (including advisory assignments) will be transparently
reported to the Executive Leadership Team and the Corporate Governance
Audit & Standards Committee during the course of the year for approval as part
of our regular Progress Reports.

The Internal Audit Charter ensures the Chief Internal Auditor has sufficient
resource necessary to fulfil the requirements and expectations to deliver an
internal audit conclusion.

Significant matters that jeopardise the delivery of the plan, or require changes
to the plan will be identified, addressed and reported to the Corporate
Governance Audit & Scrutiny Committee, through regular progress reports.

The endorsement and sponsorship of the plan(s) at member / chief officer level
will assist in providing the engagement and buy-in of staff at an operational level
to ensure the outcome of audit reviews are optimised.

Recommendation

Members are requested to provide input to and approve the Internal Audit
Charter 2025-26 (Appendix A); and Internal Audit Plan 2025-26 (Appendix B).
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Internal Audit Plan 2025-26

Introduction

The mandate for internal audit in local government is specified within the Accounts and Audit [England] Regulations 2015, which states:

‘5. (1) A relevant authority must undertake an effective internal audit to evaluate the effectiveness of its risk management, control and governance
processes, taking into account public sector internal auditing standards or guidance.’

The scope of internal audit includes both assurance and advisory services covering the entire breadth of the Council, including all activities, assets, and
personnel of the organisation.

The role of internal audit is that of an:
‘Independent, objective assurance and advisory service 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 governance, risk management,

and control processes’.

The Council is responsible for establishing and maintaining appropriate risk management processes, control systems, accounting records and governance
arrangements. Internal audit plays a vital role in advising the Council that these arrangements are in place and operating effectively.

The Council’s response to internal audit activity should lead to the strengthening of the control environment and, therefore, contribute to the achievement
of the organisation’s objectives.

The aim of internal audit’s work programme is to provide independent and objective assurance to management, the Executive Leadership Team and the
Corporate Governance Audit & Standards Committee, in relation to the business activities; systems and processes under review that:

e the framework of internal control, risk management and governance is appropriate and operating effectively; and

o risks to the achievement of the Council’s objectives are identified, assessed and managed to a defined acceptable level.

Southern Internal
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Internal Audit Plan 2025-26

Conformance with internal auditing standards

From 1 April 2025, the ‘standards or guidance’ in relation to internal audit are those laid down in the Global Internal Audit Standards, Application Note:
Global Internal Audit Standards in the UK Public Sector and the Code of Practice for the Governance of Internal Audit in UK Local Government. The
collective requirements shall be referred to as the Global Internal Audit Standards in the UK Public Sector.

The Southern Internal Audit Partnership have made all necessary adaptions to its processes, procedures and practices to ensure it is best placed to conform
with these requirements with effect from 1 April 2025.

Prior to 1 April 2025 conformance was required to the Public Sector Internal Audit Standards (PSIAS). Under the PSIAS there was a requirement for audit
services to have an external quality assessment every five years. In September 2020 the Institute of Internal Auditors were commissioned to complete an
external quality assessment of the Southern Internal Audit Partnership against the PSIAS, Local Government Application Note and the International
Professional Practices Framework.

In selecting the Institute of Internal Auditors (IIA) a conscious effort was taken to ensure the external assessment was undertaken by the most credible
source. As the authors of the Standards and the leading Internal Audit authority nationally and internationally the IIA were excellently positioned to
undertake the external assessment.

In considering all sources of evidence the external assessment team concluded:

‘The mandatory elements of the IPPF include the Definition of Internal Auditing, Code of Ethics, Core Principles and International Standards. There are
64 fundamental principles to achieve with 118 points of recommended practice. We assess against the principles. It is our view that the Southern
Internal Audit Partnership conforms to all 64 of these principles.

We have also reviewed SIAP conformance with the Public Sector Internal Audit Standards (PSIAS) and Local Government Application Note (LGAN). We
are pleased to report that SIAP conform with all relevant, associated elements.’

Despite the change in the Standards any external quality assessment undertaken under the Public Sector Internal Audit Standards remains valid for the
duration of the successive five years (from the date it was undertaken). The Southern Internal Audit Partnership will be commissioning an external quality
assessment against the Global Internal Audit Standards in the UK Public Sector during 2025.
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Internal Audit Plan 2025-26

Developing the internal audit plan 2025/26

In accordance with the Global Internal Audit Standards in the UK Public Sector there is a requirement that internal audit must create a risk-based internal
audit plan that supports the achievement of the organisation’s objectives. The internal audit plan provides the mechanism through which the Chief Internal
Auditor can ensure most appropriate use of internal audit resources to fulfil the audit mandate and delivery of the internal audit strategy.

The risk-based internal audit plan is prepared based
on a range of inputs (see diagram). Audit Planning Framework

Internal Audit focus should be proportionate and
appropriately aligned. The plan will remain fluid and
subject to on-going review and amendment, in

Level 1 - Organisation Risk

consultation with the relevant audit sponsors, the Register

H : Assessment of organisational
Executive Leadership Team and Corporate e R T
Governance Audit & Standards Committee, to ensure Mzl sl it L

internal audit are able to react to new and emerging

risks and the changing needs of the Council. el B

Internal

Sector considerations of new and

Amendments to the plan will be identified thrOUgh = emerging risks to discuss as part of - Audit
. . . the wider audit planning process (if PL
the Chief Internal Auditor’s continued contact and Coporue Oooo% SR s i AR -
/ Policies

liaison with those responsible for the governance of
the Council and reported and approved by the
Executive Leadership Team and Corporate Ooo0dh
Governance Audit & Standards Committee through

regular progress reports.

The Council are reminded that internal audit is only
one source of assurance and through the delivery of

Assurance Mapping

our plan we will not, and do not seek to cover all risks Assurance across the four lines

and processes within the organisation. We will
however continue to work closely with other
assurance providers to ensure that duplication is
minimised, and a suitable breadth of assurance is
obtained.
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Internal Audit Plan 2025-26

Internal audit resources

On development of the 2025/26 internal audit plan as Chief Internal Auditor | am of the opinion that there is a sufficient level of resource available,
supported by an appropriate range of knowledge, skills, qualifications and experience to deliver the internal audit plan in the fulfiiment of the audit
mandate and delivery of the internal audit strategy.

The Head of the Southern Internal Audit Partnership has a resource strategy in place to optimise internal audit resources to efficiently and effectively
deliver the internal audit plan.

Human Resource - the internal audit service has access to an appropriate
range of knowledge, skills, qualifications and experience required to deliver
the internal audit strategy and operational risk-based audit plan.

If the Chief Internal Auditor, Executive Leadership Team or the Corporate
Human Financial Governance Audit & Standards Committee consider that the scope or
Resource Resource coverage of internal audit is limited in any way, or the ability of internal
audit to deliver a service consistent with the Global Internal Audit
Standards in the UK Public Sector is prejudiced, they will advise the
Executive Head of Finance, accordingly.

. Financial Resource - the Head of Southern Internal Audit Partnership will
Tech nologlcal manage the internal audit budget to enable the successful implementation
Resource of the internal audit mandate and achievement of the plan. The budget
includes the resources necessary for the function’s operation, including
training and relevant technologies and tools.

Technological Resource - the internal audit function has the technology to
support the internal audit process and regularly evaluates technological
resources in pursuit of opportunities to improve effectiveness and
efficiency.

Southern Internal
Audit Partnership

Ammsranen Euoigh



Internal Audit Plan 2025-26

Resourcing the internal audit plan

The Global Internal Audit Standards in the UK Public Sector require a clear analysis of the resources and hours available for internal audit engagements
compared to other administrative and non-audit related activities or initiatives focused on improving the internal audit function.

. . . Delivery of risk-based internal audit assignments designed to fulfil the audit mandate, delivery of the internal
Risk-Based Audit /Advisor - . . . . . . 220
! udit /Advisory audit strategy and in support of the Council in the achievement of their objectives.

Time allocated for the liaison and reporting to Executive Leadership Team and the Corporate Governance Audit

Audit Management - & Standards Committee, ongoing monitoring and update of the audit plan, implementation of management 20
actions and ongoing quality review.
Total Audit Days - Total resource allocation for the delivery of the internal audit plan 240

*100% of the commissioned audit days are dedicated to fulfilling the audit mandate, and delivery of the internal audit strategy. Internal audit services are provided through the
Southern Internal audit Partnership who undertake all administrative and non-audit related activities outside of the commissioned audit days.

A range of internal audit services are provided to deliver the internal audit plan (see Internal Audit Charter). The approach is determined by the Chief
Internal Auditor and will depend on the level of assurance required, the significance of the objectives under review to the organisation’s success, the risks
inherent in the achievement of objectives and the level of confidence required that controls are well designed and operating as intended.

Your Internal Audit Team

Your internal audit service is provided by the Southern Internal Audit Partnership. The team will be led by Neil Pitman, Head of Southern Internal Audit
Partnership (Chief Internal Auditor), supported by Lisa Smy, Audit Manager.

Independence

The Chief Internal Auditor will ensure that the internal audit function remains free from all conditions that threaten the ability of auditors to carry out their
responsibilities in an unbiased manner, including matters of engagement selection, scope, procedures, frequency, timing, and communication. The Chief
Internal Auditor is not aware of any relationships that may affect the independence and objectivity of the internal audit team.

The internal audit team retains no roles or responsibilities that have the potential to impair the internal audit functions independence, either in fact or
appearance. Should such circumstance arise, the Chief Internal Auditor will advise the Corporate Governance Audit & Standards Committee of the
safeguards put in place to manage actual, potential or perceived impairments.

Southern Internal
Audit Partnership
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Internal Audit Plan 2025-26

Internal Audit Plan 2025-26

Audit Assignment

Governance

Risk Management

{4
Register
Reference

Corporate
Priority

Assurance over the risk management framework and
embeddedness across the organisation.

Assurance
/ Advisory

Assurance

Internal
Audit Risk  Quarter
Assessment

High Q3

Programme / Project Management

Assurance over the framework of governance and
control to support the management and delivery of - SC4
key council projects, with a focus on the crematorium.

Assurance

High Q2

Contract Management

Assurance that contracts are effectively managed and
monitored to ensure value for money from contracted - -
services is maintained.

Assurance

High Q4

Procurement

Assurance over the preparedness and framework of
governance and control to support the legislative
requirements of the Procurement Act 2023 (effective
Feb 2025).

Assurance

High Q1

To assess the level of training and awareness across
the council’s establishment to the risks of cyber

Cyber — Training & Awareness . L . . - - SC1 Assurance High 3
¥ ining W including inadvertent actions on receipt of phishing ! 's Q
attacks, ransomware etc.
IT Contingency To utilise based on the outcomes of assurance needs i ) Assurance High Q4

assessment.
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Internal Audit Plan 2025-26

Audit Assignment

Corporate Priorities

Corporate
Priority

I
Register
Reference

Assurance
/ Advisory

Internal
Audit Risk  Quarter
Assessment

Treasury Management

Assurance over the framework of governance and
control to support the treasury management process
and compliance with CIPFA guidance and the
prudential indicators.

SC6

Assurance

High Q3

Financial Recovery Plan

Assurance over the framework of governance and
delivery of the Financial Recovery Plan in response to
the recommendations raised in the CIPFA — Financial
Resilience Review.

SC6, ES5

Assurance

High a1l

Recruitment & Retention

To review measures in place to optimise recruitment
and retention across the organisation alongside the
enhanced challenges presented through devolution
and local government review.

Assurance

High Q3

LGA Peer Review — Action Plan

To assess progress and delivery of the action plan
established to address recommendations from the
June 2024 LGA Peer Review.

Assurance

High Q1

Temporary Accommodation

Assurance over the policies and processes in place to
support the provision of temporary accommodation
within affordable limits.

ES2

Assurance

High Q3

Asset Management & Disposal

To provide assurance over the effective management,
sale and transfer of council assets.

Assurance

High Q3

Agency Staff

Review of process of engagement and vfm
considerations of agency spend, including the
duration of appointments.

Assurance

High Q2

Southarn Internal
Audit Partnership
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Internal Audit Plan 2025-26

Risk Internal
. . Corporate Assurance
Audit Assignment

Register Audit Risk  Quarter

Priority / Advisory Assessment

Reference

Assurances over the effective management and
measurement of service budgets.

Budget Management

ES5 Assurance High Q2

Contingency - Devolution / Local Time held for any potential work required to support
Government Review the devolution and local government review agenda.

- ST6 Advisory -

Liaison and reporting to Executive Leadership Team
and the Corporate Governance Audit & Standards
Management Committee, ongoing monitoring and update of the - - - Ql-Q4
audit plan, ongoing review of the implementation of
management actions and ongoing quality review.

*Risk references refer to those reported in January 2025

Corporate Priorities

Skills, Economy and Business
Homes for All: Quality Living, Affordable Housing
Community and Wellbeing: Active Lives, Healthier and Stronger Communities

Pride in Place: Clean, Safe and Vibrant Neighbourhoods

Vision for the future and financial sustainability

Southern Internal
Audit Partnership
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Internal Audit Plan 2025-26

Annexe 1
Contingency Reviews
The table below includes a list of engagements that would have been performed if additional resources were available.

Corporate Assurance Internal
Risk Register Audit Risk  Quarter

Advisor
Reference / y Assessment

Corporate
Priority

Audit Assignment

Assurance of the governance and control
Climate Strategy framework to support he delivery for a carbon {m} e SC10 High
neutral Council by 2030.

Assurance over process and controls to maintain
Information Governance - GDPR organisational compliance with the requirements {m} s SC3 Assurance
of the General Data Protection Act legislation.

Assurance over the framework to produce a
comprehensive AGS in accordance with ‘delivering
Annual Governance Statement good governance in local government’ and - Assurance
preparedness for the updated addendum for
2025-26.

Southern Internal
Audit Partnership
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Internal Audit Charter 2025-26

1. Introduction

The Global Internal Audit Standards, issued by the Institute of Internal Auditors
and effective in the UK Public Sector from April 2025, guide the worldwide
professional practice of internal auditing and serve as a basis for evaluating and
elevating the quality of the internal audit function.

While the Global Internal Audit Standards apply to all internal audit functions, it
is acknowledged that internal auditors in the public sector work in a political
environment under governance, organisational and funding structures that differ
from those of the private sector.

Consequently, internal audit practitioners working in, or for, the UK public sector
are required to apply the Global Internal Audit Standards subject to the
interpretations and requirements of the Application Note: Global Internal Audit

Standards in the UK public sector, issued by Relevant Internal Audit Standard
Setters (RIASS).

In addition, relevant public sector bodies are also required to apply the
Chartered Institute of Public Finance & Accountancy (CIPFA) Code of Practice for
the Governance of Internal Audit in UK Local Government which provides a

conduit for meeting the essential conditions for governance set out in the Global
Internal Audit Standards, tailored for UK local government.

The collective
requirements shall
be referred to as the
Global Internal Audit
Standards in the UK
Public Sector. All
SIAP policies and
procedures have
been reviewed and
updated to ensure
compliance with X
these requirements 6‘9///;, \(\mb\“
with effect from
April 2025.

Code of
Practice for the
Governance of
Internal Audit in

UK Local
Government

Application
Note: Global
Internal Audit

Standards in the

UK public
sector

The Standards require all internal audit providers to implement and maintain an
‘Internal Audit Charter’.

The internal audit charter is defined as ‘o formal document that includes the
internal audit function’s mandate, organisational position, reporting
relationships, scope of work, types of service, and other specifications’

March 2025 2


https://www.theiia.org/globalassets/site/standards/editable-versions/globalinternalauditstandards_2024january9_editable.pdf
file:///C:/Users/ctfsnp/Downloads/Global-Internal-Audit-Standards-December-2024%20(2).pdf
file:///C:/Users/ctfsnp/Downloads/Global-Internal-Audit-Standards-December-2024%20(2).pdf
file:///C:/Users/ctfsnp/Downloads/CIPFA-Code-on-the-Governance-of-Internal-Audit-2025%20(1).pdf
file:///C:/Users/ctfsnp/Downloads/CIPFA-Code-on-the-Governance-of-Internal-Audit-2025%20(1).pdf

Internal Audit Charter 2025-26

2. Definitions

The Global Internal Audit Standards in the UK Public Sector apply the following
definitions:

The Board — ‘the governing body authorised to provide the internal audit function
with the appropriate authority, role, and responsibilities.” At the Council this shall
mean the Corporate Governance Audit & Standards Committee.

Senior Management — ‘the highest level of executive management of an
organisation that is ultimately accountable to the Board for executing the
organisation’s strategic decisions, typically a group of persons that includes the
Chief Executive Officer or Head of Organisation’. At the Council this shall mean
the Executive Leadership Team (ELT).

3. Internal Audit Mandate

The mandate for internal audit in local government is specified within the
Accounts and Audit [England] Regulations 2015, which states:

‘5. (1) A relevant authority must undertake an effective internal audit to
evaluate the effectiveness of its risk management, control and governance
processes, taking into account public sector internal auditing standards or
guidance.

(2) Any officer or member of a relevant authority must, if required to do so for
the purposes of the internal audit—

(a) make available such documents and records; and
(b) supply such information and explanations

as are considered necessary by those conducting the internal audit.

(3) In this regulation “documents and records” includes information recorded
in an electronic form.’

From 1 April 2025, the ‘standards or guidance’ in relation to internal audit are
those laid down in the Global Internal Audit Standards in the UK Public Sector
and the Code of Practice for the Governance of Internal Audit in UK Local
Government.

The scope of internal audit includes both assurance and advisory services
covering the entire breadth of the Council, including all activities, assets, and
personnel of the organisation.

Fraud investigations may also be commissioned which will be conducted by the
Southern Internal Audit Partnership’s Counter Fraud Unit.
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Internal Audit Charter 2025-26

4. Authority, Roles and Responsibilities

Authority

The Chief Internal Auditor is positioned at a level in the organisation that enables
internal audit services and responsibilities to be performed independently of
management and with objectivity, enabling escalation as appropriate.

The Chief Internal Auditor reports functionally to the Corporate Governance
Audit & Standards Committee, and organisationally to the Executive Head of
Finance, who is a member of the Executive Leadership Team and has statutory
responsibility as proper officer under Section 151 of the Local Government Act
1972, for ensuring an effective system of internal financial control and proper
financial administration of the Council’s affairs.

The Chief Internal Auditor has direct access to the Managing Director who carries
the responsibility for the proper management of the Council and for ensuring
that the principles of good governance are reflected in sound management
arrangements.

The Chief Internal Auditor has direct access to the Council’s Monitoring Officer
where matters arise relating to Manging Director responsibility, legality and
standards.

Where it is considered necessary to the proper discharge of the internal audit
function, the Chief Internal Auditor has direct access to elected Members of the
Council and in particular those who serve on committees charged with
governance (i.e. Corporate Governance Audit & Standards Committee). Private
meetings, without senior management present, are also offered to the Chair of
the Corporate Governance Audit & Standards Committee.

Should organisation structures change, senior management and the Corporate
Governance Audit & Standards Committee will ensure that the reporting line of
the Chief Internal Auditor remains with a member of the Executive Leadership
Team and retains the relevant access to Members and officers as outlined above.

It is recognised that the Chief Internal Auditor supervises assurance services
related to activities that are managed by the Executive Head of Finance to whom
the Chief Internal Auditor reports administratively, however, this perceived
impairment is mitigated through the alternative reporting lines detailed above.

Internal audit reporting protocols are in place to ensure that the scope of work
and findings for all assignments are reported appropriately and that agreed
management actions are approved by senior management.
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Internal Audit Charter 2025-26

Every effort will be made to resolve disagreements that may arise during the
audit process. However, if, unresolved issues (such as limitations to the scope of
work or failure to agree appropriate actions in response to audit findings) are
considered by internal audit to fall outside of the Council’s risk tolerance, these
will be escalated to the relevant Executive Head and Director in the first instance
and then to the Executive Head of Finance, Managing Director, and Corporate
Governance Audit & Standards Committee as deemed necessary.

The Executive Leadership Team and the Corporate Governance Audit &
Standards Committee authorises the internal audit function to:

e have full and unrestricted access to all functions, data, records, information,
physical property, and personnel pertinent to carrying out internal audit
responsibilities. Internal auditors are accountable for confidentiality and
safeguarding records and information. Such access shall be granted on
demand and not subject to prior notice.

e allocate resources, set frequencies, select subjects, determine scopes of
work, apply techniques, and issue communications to accomplish the
function’s objectives.

e obtain assistance from the necessary personnel of the Council and other
specialised services from within or outside the Council to complete internal
audit services.

Role

The role of internal audit is best summarised through its definition within the
Global Internal Audit Standards in the UK Public Sector, as:

‘An independent, objective assurance and advisory service 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 governance, risk management, and control processes.’

Purpose

Internal audit strengthens the Council’s ability to create, protect, and sustain
value by providing the Corporate Governance Audit & Standards Committee and
management with independent, risk-based, and objective assurance, advice,
insight, and foresight.

Internal audit enhances the Council’s:

e successful achievement of its objectives.

e governance, risk management, and control processes.
e decision-making and oversight.

e reputation and credibility with its stakeholders.

e ability to serve the public interest.
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Internal Audit Charter 2025-26

Internal audit is most effective when:

e itis performed by competent professionals in conformance with the Global
Internal Audit Standards in the UK Public Sector, which are set in the public
interest.

e the internal audit function is independently positioned with direct
accountability to the board.

e internal auditors are free from undue influence and committed to making
objective assessments

The Council is responsible for establishing and maintaining appropriate risk
management processes, control systems, accounting records and governance
arrangements. Internal audit plays a vital role in advising the Council that these
arrangements are in place and operating effectively. The Council’s response to
internal audit activity should lead to the strengthening of the control
environment and, therefore, contribute to the achievement of the organisation’s
objectives.

Responsibility

The responsibility for maintaining an adequate and effective system of internal
audit within the Council lies with the Executive Head of Finance, as the
authority’s Chief Finance Officer (S151 Officer).

For the Council, internal audit is provided by the Southern Internal Audit
Partnership. The Chief Internal Auditor (Head of Southern Internal Audit
Partnership) is responsible for effectively managing the internal audit activity in
accordance with the Global Internal Audit Standards in the UK Public Sector.

The Chief Internal Auditor

Has the responsibility to:

e atleast annually, develop a risk-based internal audit plan engaging with the
Corporate Governance Audit & Standards Committee and Executive
Leadership Team and submit the plan to the Corporate Governance Audit &
Standards Committee for review and approval.

e communicate the impact of resource limitations on the internal audit plan to
the Corporate Governance Audit & Standards Committee and Executive
Leadership Team.

e review and adjust the internal audit plan, as necessary, in response to
changes in the Council’s business, risks, operations, programs, systems, and
controls.

e communicate with the Corporate Governance Audit & Standards Committee
and Executive Leadership Team if there are significant interim changes to the
internal audit plan.
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e ensure internal audit engagements are performed, documented, and
communicated in accordance with the Global Internal Audit Standards in the
UK Public Sector (and relevant laws and/or regulations).

o follow up on engagement findings and confirm the implementation of
management actions or action plans and communicate the results of internal
audit services to the Corporate Governance Audit & Standards Committee
and Executive Leadership Team periodically and for each engagement as
appropriate.

e ensure the internal audit function collectively possesses or obtains the
knowledge, skills, and other competencies and qualifications needed to meet
the requirements of the Global Internal Audit Standards in the UK Public
Sector and fulfil the internal audit mandate.

e identify and consider trends and emerging issues that could impact the
Council and communicate to the Corporate Governance Audit & Standards
Committee and Executive Leadership Team as appropriate.

e consider emerging trends and successful practices in internal auditing.

e establish and ensure adherence to methodologies designed to guide the
internal audit function.

e ensure awareness of the Council’s relevant policies and procedures, however,
should such policies and procedures conflict with the internal audit charter or
the Global Internal Audit Standards in the UK Public Sector, such conflicts will
be resolved or documented and communicated to the Corporate Governance
Audit & Standards Committee and Executive Leadership Team.

e coordinate activities and consider relying upon the work of other internal and
external providers of assurance and advisory services.

e deliver an annual conclusion that can be used by the Council to inform its
annual governance statement. The annual conclusion will conclude on the
overall adequacy and effectiveness of the organisation’s framework of
governance, risk management and control. Discuss the annual conclusion
with the Corporate Governance Audit & Standards Committee and Executive
Leadership Team and submit the annual conclusion to the Corporate
Governance Audit & Standards Committee for review and approval.

The Chief Internal Auditor will liaise with the external auditors on matters of
mutual interest and to seek opportunities for cooperation in the conduct of audit
work. The external auditors will have the opportunity to rely on the work of
internal audit where appropriate.

A range of internal audit services are provided (Annex 1) in the delivery of the
audit plan and to form the annual conclusion. The approach is determined by the
Chief Internal Auditor and will depend on the level of assurance required, the
significance of the objectives under review to the organisation’s success, the risks
inherent in the achievement of objectives and the level of confidence required
that controls are well designed and operating as intended.
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Fraud and irregularity

Internal audit will plan and evaluate their work to have a reasonable expectation
of detecting fraud and identifying any significant weaknesses in internal controls.

Management is required to report all suspicions of theft, fraud and irregularity to
the Chief Internal Auditor so that they can consider the adequacy of relevant
controls, evaluate the implication of the fraud on the risk, control and
governance processes and consider making recommendations as appropriate.

Internal audit will not carry out investigations unless commissioned to do so and
where this is the case, the Chief Internal Auditor will ensure that investigators are
appropriately trained in carrying out their responsibilities.

Where there is evidence that Council staff are committing fraud, internal audit
will liaise with the Executive Head of Finance and the relevant officer(s)
concerned.

Internal audit will consider assurance over the Council’s Anti-Fraud Strategy and
framework as part of the internal audit planning process.

5. Internal audit resources

The Chief Internal Auditor is professionally qualified (CMIIA, CCAB or equivalent),
maintains a comprehensive understanding of the Global Internal Audit Standards
in the UK Public Sector, has wide internal audit and management experience,
reflecting the responsibilities that arise from the need to build and manage an
effective internal audit function (incl. recruitment, training and development),
liaises internally and externally with Members, senior management and other
professionals, and demonstrates sound sector knowledge & experience.

The Executive Head of Finance will provide the Chief Internal Auditor with the
resources necessary to fulfil the Council’s requirements and expectations to fulfil
the audit mandate and delivery of the internal audit strategy.

The Head of the Southern Internal Audit Partnership has a resource strategy in
place to optimise internal audit resources. Ongoing sufficiency of resources
(financial, human and technological) will be transparently communicated by the
Chief Internal Auditor to the Executive Leadership Team and the Corporate
Governance Audit & Standards Committee through regular reporting as part of
the approval of the internal audit plan and further throughout the year as part of
the progress reports and ultimately within the annual conclusion.

Any resource implications that put the fulfilment of the internal audit mandate at
risk will be reported accordingly through the afore mentioned reports.
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Financial Resource

The Head of Southern Internal Audit Partnership will manage the internal audit
budget to enable the successful implementation of the internal audit strategy
and achievement of the plan. The budget includes the resources necessary for
the function’s operation, including training and relevant technologies and tools.

The Head of the Southern Internal Audit Partnership will manage the day-to-day
activities of the internal audit function effectively and efficiently, in alignment
with the budget.

Human Resource

The Head of Southern Internal Audit Partnership will ensure that the internal
audit service has access to an appropriate range of knowledge, skills,
qualifications and experience required to deliver the internal audit strategy and
operational risk-based audit plan.

The Chief Internal Auditor continually evaluates the competencies of individual
internal auditors (regular one-to-ones, performance management and quality
review processes), and encourages professional development.

The annual operational risk-based plan will identify the resources required to
complete the work, thereby highlighting sufficiency of available resources. The
Chief Internal Auditor can propose an increase in audit resource or a reduction in
the number of audits if there are insufficient resources.

The Executive Leadership Team and the Corporate Governance Audit &
Standards Committee will be advised where, for whatever reason, internal audit
is unable to provide assurance on any significant risks within the timescale
envisaged by the risk assessment process.

Significant matters that jeopardise the delivery of the plan or require changes to
the plan will be identified, addressed and reported to Corporate Governance
Audit & Standards Committee and Executive Leadership Team.

If the Chief Internal Auditor, Corporate Governance Audit & Standards
Committee or the Executive Leadership Team consider that the scope or
coverage of internal audit is limited in any way, or the ability of internal audit to
deliver a service consistent with the Global Internal Audit Standards in the UK
Public Sector is prejudiced, they will advise the Executive Head of Finance,
accordingly.
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Technological Resource

The Head of the Southern Internal Audit Partnership will ensure the internal
audit function has technology to support the internal audit process and regularly
evaluate the technology used to pursue opportunities to improve effectiveness
and efficiency.

The implementation of new technologies is supported through effective and
timely training for internal audit staff.

The impact of any technology limitations on the effective and efficient delivery of
internal audit services will be communicated to Corporate Governance Audit &
Standards Committee and Executive Leadership Team.

6. Ethics and Professionalism

The Chief Internal Auditor will ensure that internal auditors:

e conform with the Global Internal Audit Standards in the UK Public Sector,
including the principles of Ethics and Professionalism: integrity, objectivity,
competency, due professional care, and confidentiality.

e understand, respect, meet, and contribute to the legitimate and ethical
expectations of the Council and be able to recognise conduct that is contrary
to those expectations.

e encourage and promote an ethics-based culture in the Council.

e report organisational behaviour that is inconsistent with the Council’s ethical
expectations, as described in applicable policies and procedures.

e apply the Seven Principles of Public Life alongside existing ethical frameworks.

7. Independence and objectivity

The Chief Internal Auditor retains no roles or responsibilities that have the
potential to impair the internal audit functions independence, either in fact or
appearance.

Should such circumstance arise, the Chief Internal Auditor will advise the
Corporate Governance Audit & Standards Committee of the safeguards put in
place to manage actual, potential or perceived impairments.

Internal auditors will have no direct operational responsibility or authority over
any of the activities they review.
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Accordingly, internal auditors will not implement internal controls, develop
procedures, install systems, or engage in other activities that may impair their
judgment, including:

e assessing specific operations for which they had responsibility within the
previous year.

e performing operational duties for the Council or its affiliates.
e initiating or approving transactions external to the internal audit function.

e directing the activities of any Council employee that is not employed by the
internal audit function, except to the extent that such employees have been
appropriately assigned to internal audit team or to assist internal auditors.

Internal auditors will:

e disclose impairments of independence or objectivity, in fact or appearance, to
the Chief Internal Auditor.

e exhibit professional objectivity in gathering, evaluating, and communicating
information.

e make balanced assessments of all available and relevant facts and
circumstances.

e take necessary precautions to avoid conflicts of interest, bias, and undue
influence.

Induction and refresher training combined with internal audit procedures and
guidance provide a systematic and disciplined approach for gathering and
evaluating information to provide a balanced assessment of the activity under
review.

The Chief Internal Auditor will ensure that the internal audit function remains
free from all conditions that threaten the ability of internal auditors to carry out
their responsibilities in an unbiased manner, including matters of engagement
selection, scope, procedures, frequency, timing, and communication.

If the Chief Internal Auditor determines that objectivity may be impaired in fact
or appearance, the details of the impairment will be disclosed to appropriate
parties.

Internal auditors will maintain an unbiased mental attitude that allows them to
perform engagements objectively such that they believe in their work product,
do not compromise quality, and do not subordinate their judgment on audit
matters to others, either in fact or appearance.
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In addition, to achieve the degree of independence and objectivity necessary to
effectively discharge its responsibilities, arrangements are in place to ensure the
internal audit activity:

e operates in a framework that allows unrestricted access to the Executive
Leadership Team and Corporate Governance Audit & Standards Committee.

e reports functionally to the Corporate Governance Audit & Standards
Committee.

e reports in their own name.

e rotates responsibilities for audit assignments within the internal audit team.

e completes individual declarations confirming compliance with rules on
independence, objectivity, conflicts of interest and acceptance of
inducements, and

e ensures the planning process recognises, records and addresses potential
conflicts of interest.

A register of potential conflicts of interest will be maintained with each case
assessed and outcomes documented. If, despite this, independence or objectivity
is impaired in fact or appearance, the details of the impairment will be disclosed
to Executive Leadership Team and Corporate Governance Audit & Standards
Committee. The nature of the disclosure will depend upon the impairment.

Executive Leadership Team will ensure that independence is safeguarded
through ensuring internal audit’s access to staff and records, as set out in
regulations and the charter, operates freely and without any interference and
where there are actual or potential impairments to the independence of internal
audit, the Executive Leadership Team will work with the Chief Internal Auditor to
remove or minimise them or ensure safeguards are operating effectively.

The Corporate Governance Audit & Standards Committee will support internal
audit’s independence by reviewing the effectiveness of safeguards at least
annually, including any issues or concerns about independence raised by the
Chief Internal Auditor.

The Chief Internal Auditor will confirm to the Corporate Governance Audit &
Standards Committee, at least annually, the organisational independence of the
internal audit function. The Chief Internal Auditor will disclose to the Corporate
Governance Audit & Standards Committee any interference internal auditors
encounter related to the scope, performance, or communication of internal audit
work and results. The disclosure will include communicating the implications of
such interference on the internal audit function’s effectiveness and ability to
fulfil its mandate
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Matters around the appointment, removal, remuneration and performance
evaluation of the Chief Internal Auditor will be undertaken by the Deputy Chief
Executive and Director of Corporate Operations at Hampshire County Council,
who are the host authority of the Southern Internal Audit Partnership.

The Corporate Governance Audit & Standards Committee should provide
feedback on the performance evaluation of the Chief Internal Auditor. This will
be achieved through an annual survey sent to all Audit Committee members.

8. Due Professional Care

Internal auditors will perform work with due professional care, competence and
diligence. Internal auditors cannot be expected to identify every control
weakness or irregularity, but their work should be designed to enable them to
provide reasonable assurance regarding the controls examined within the scope
of their review.

Internal auditors will have a continuing duty to develop and maintain their
professional skills, knowledge and judgement based on appropriate training,
ability, integrity, objectivity and respect.

Internal auditors will apprise themselves of the Global Internal Audit Standards in
the UK Public Sector and the Code of Practice for the Governance of Internal
Audit in UK Local Government and will work in accordance with them in the
conduct of their duties.

Internal auditors will be alert to the possibility of intentional wrongdoing, errors

and omissions, poor value for money, failure to comply with management policy
and conflicts of interest. They will ensure that any suspicions of fraud, corruption
or improper conduct are promptly reported to the Chief Internal Auditor.

Internal auditors will treat the information they receive in carrying out their
duties as confidential. There will be no unauthorised disclosure of information
unless there is a legal or professional requirement to do so. Confidential
information gained during internal audit work will not be used to effect personal
gain.

9. Communication, Reporting and Oversight

Internal Audit Strategy

The Head of the Southern Internal Audit Partnership will develop and implement
a strategy for the internal audit function that supports the strategic objectives
and success of the Council and aligns with the expectations of the Corporate
Governance Audit & Standards Committee, Executive Leadership Team and other
key stakeholders.
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The internal audit strategy is a plan of action designed to achieve the audit
function’s long-term objective(s). The internal audit strategy includes a vision,
strategic objectives, and supporting initiatives for the internal audit function to
help fulfil the internal audit mandate.

Internal Audit Charter

The internal audit charter defines the internal audit function’s mandate,
organisational position, reporting relationships, scope of work, types of service,
and other specifications relevant to its effective operation.

Audit Plan

The Chief Internal Auditor will develop an internal audit plan that supports the
achievement of the Council’s objectives.

The plan will be based on a documented assessment of the Council’s strategies,
objectives, and risks. Such assessment will be informed through engagement
with the Executive Leadership Team and Corporate Governance Audit &
Standards Committee as well as the Chief Internal Auditors understanding of the
organisation’s governance, risk and control processes.

The plan will be regularly reviewed with significant changes discussed and
approved with the Executive Leadership Team and Corporate Governance Audit
& Standards Committee in a timely manner.

Audit Assignments

Internal auditors will communicate with management at the commencement of
each review to ensure that the scope and timing of the work is understood and
agreed, and this will be documented in a Terms of Reference. Internal audit
contacts agreed as part of this process will be expected to be available for
discussions and to provide the information required to complete the assignment
in line with the timelines agreed. Regular communication throughout the review
will ensure timely awareness of any issues arising and a close of audit meeting
will also be held to summarise and confirm findings.

The results of all planned audit assignments will be summarised in a formal
report, including:

e the purpose and scope of the reviews

e the assurance opinion

® an executive summary

e action plans outlining issues arising and actions proposed by management to
address them (including consideration of root cause and identification of key
themes).
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The reports will be distributed and agreed in line with established reporting
protocols for each Directorate.

Progress Reports

Throughout the year the Chief Internal Auditor will maintain regular
communications with the Executive Leadership Team and Corporate Governance
Audit & Standards Committee on internal audit performance and other matters
such as:

e revisions to the plan.

e any impairments to independence.

e significant risk exposures and control issues, including fraud risks, governance
issues, and other areas of focus for management that could interfere with the
achievement of Council’s strategic objective.

e results of assurance and advisory services.

e management’s responses to risk that the internal audit function determines
may be unacceptable or acceptance of a risk that is beyond the Council’s risk
appetite.

e performance measures, including ongoing conformance with the Global
Internal Audit Standards in the UK Public Sector.

e evaluation of resourcing to meet the requirements of the internal audit
mandate / plan.

Annual Conclusion

The Chief Internal Auditor shall deliver an annual conclusion that can be used by
the Council to inform its annual governance statement.

The annual conclusion will conclude on the overall adequacy and effectiveness of
the Council’s framework of governance, risk management and control.

The annual conclusion will incorporate as a minimum:
e the opinion.
e asummary of the work that supports the opinion.

e astatement on conformance with Global Internal Audit Standards in the UK
Public Sector and the Code of Practice for the Governance of Internal Audit in
UK Local Government.

e results of the quality assurance and improvement programme.
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Quality assurance and Improvement Programme

The Head of the Southern Internal Audit Partnership maintains a quality
assurance and improvement programme that covers all aspects of the internal
audit function. The programme includes:

External Quality Assessments — to be performed at least once every five years by
a qualified independent assessor or assessment team (with appropriate
characteristics and sector knowledge). The requirement for an external quality
assessment may also be met through a self-assessment with independent
validation.

The decision on the appointment of the external assessor and format of the
external quality assessment will be communicated to the Executive Leadership
Team and Corporate Governance Audit & Standards Committee

Internal Quality Assessments — self-assessments to be performed annually to
review internal audits conformance with the Global Internal Audit Standards in
the UK Public Sector and the Code of Practice for the Governance of Internal
Audit in UK Local Government along with progress towards performance
objectives.

The Chief Internal Auditor will communicate annually the results of the internal
quality assessment to Executive Leadership Team and Corporate Governance
Audit & Standards Committee. The results of external quality assessments will
be reported when completed.

In both cases communications will include:

e The internal audit function’s conformance with Global Internal Audit
Standards in the UK Public Sector and the Code of Practice for the
Governance of Internal Audit in UK Local Government and achievement of
performance objectives.

e Compliance with laws and regulations relevant to internal auditing.

o |f applicable, plans to address the internal audit function’s deficiencies and
opportunities for improvement.

In addition, an annual satisfaction survey will be conducted with key stakeholders
to assess the value of the service and to seek suggestions for improvement.

The results of the survey, annual self-assessment, and external assessment will
be shared with the Executive Leadership Team and Corporate Governance Audit
& Standards Committee, together with plans to address any issues arising.
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Executive Leadership Team

As those responsible for the leadership and direction of the Council it is
imperative that the Executive Leadership Team are engaged in:

input, review, and approval of the internal audit mandate and charter
(minimum annually).

input, review, and approval of the internal audit strategy.

input, and approval of the risk based internal audit plan (making appropriate
enquiries of the Chief Internal Auditor to determine inappropriate scope and
resource limitations).

receiving regular progress reports from the Chief Internal Auditor on the
outcomes and internal audits performance relative to its plan.

review and approval of the Chief Internal Auditors annual conclusion.

review of the quality assurance and improvement programme, engaging
with, and receiving the results of internal and external assessments, including
areas of non-conformance.

review and approval of internal audit’s performance objectives/ measures

The Corporate Governance Audit & Standards Committee

As those responsible for the governance of the Council it is imperative that the
Corporate Governance Audit & Standards Committee are engaged in:

input, review and approval of the internal audit mandate and charter
(minimum annually).

input, review, and approval of the internal audit strategy.

input, and approval of the risk based internal audit plan (making appropriate
enquiries of management and Chief Internal Auditor to determine
inappropriate scope and resource limitations).

receiving regular progress reports from the Chief Internal Auditor on the
outcomes and internal audits performance relative to its plan.

review and approval of the Chief Internal Auditors annual conclusion.

review of the quality assurance and improvement programme, engaging,
with, and receiving the results of internal and external assessments, including
areas of non-conformance.

review and approval of the internal audit’s performance objectives/
measures.

participation in discussions with the Chief Internal Auditor and senior
management about the “essential conditions,” described in the Global
Internal Audit Standards in the UK Public Sector.

overview of significant advisory services not already included in the audit
plan, prior to acceptance of the engagement.
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10.Review of the internal audit mandate and charter

This mandate and charter will be reviewed annually (minimum) by the Chief
Internal Auditor and reported to Executive Leadership Team and the Corporate
Governance Audit & Standards Committee for approval to ensure that any
changes to the Global Internal Audit Standards in the UK Public Sector,
reorganisation within the organisation or other significant changes affecting the
nature and scope of internal audit services are considered.
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Annex 1
Assurance Services

o Risk based audit: in which risks and controls associated with the achievement of
defined business objectives are identified and both the design and operation of
the controls in place to mitigate key risks are assessed and tested, to ascertain
the residual risk to the achievement of managements’ objectives. Any audit work
intended to provide an audit opinion will be undertaken using this approach.

o Developing systems audit: in which the plans and designs of systems under
development are assessed to identify the potential weaknesses in internal
control and risk management; and programme / project management controls
are assessed to ascertain whether the system is likely to be delivered efficiently,
effectively and economically.

o Quality assurance review: in which the approach and competency of other
reviewers / assurance providers are assessed in order to form an opinion on the
reliance that can be placed on the findings and conclusions arising from their
work.

o Advisory services: in which advice can be provided, either through formal review
and reporting or more informally through discussion or briefing, on the
framework of internal control, risk management and governance.

The nature and scope of advisory services may be agreed with the party
requesting the service, provided the internal audit function does not assume
management responsibility. Opportunities for improving the efficiency of
governance, risk management, and control processes may be identified during
advisory engagements. These opportunities will be communicated to the
appropriate level of management.

o Data analytics: is a process of assessing data to find trends, patterns or other
insights. Internal auditors use data analytics to find and define risks, errors, and
anomalies that could reveal deeper problems. The extended use of data
analytics helps provide greater levels of assurance through analysis of a total
population rather than traditional sampling methodologies.

o IT Audit: a specialist IT audit team are in place that are experienced in covering
all aspects of established and emerging technologies. With IT underpinning a vast
majority of how we function assurance in this area is crucial. To be able to
provide a fully qualified team of IT audit specialists is a fundamental component
of the audit offering.
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o Fraud and irregularity investigations: Internal audit may provide specialist skills
and knowledge to assist in or lead fraud or irregularity investigations, or to
ascertain the effectiveness of fraud prevention controls and detection processes.

o Value For Money: is implicit in the vast majority of our internal audit work,
however, value for money work can also be conducted through review of the

optimal use of resources to achieve an intended outcome, and can be summarised
as:

e Economy - minimising the cost of resources used or required (inputs) —
spending less

e Efficiency —the relationship between the output from goods or services and
the resources to produce them - spending well

o Effectiveness -the relationship between the intended and actual results of
public spending (outcomes) — spending wisely

o Third party assurance: the availability of objective assurance from other
assurance providers will be considered in determining audit needs. Where
internal audit needs to work with the internal auditors of other organisations, a
practice which is expanding with the development of more organisational
strategic partnerships, the roles and responsibilities of each party, as well as
billing arrangements, will be clearly defined, agreed and documented prior to the
commencement of work. Internal audit will also ensure awareness of and seek
to place reliance on the work of other independent review bodies.
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