
 
 

Report of the Chief Auditor  
 

Governance & Audit Committee – 12 April 2023 
 

Draft Internal Audit Charter 2023/24  
 

Purpose: 
 

This report outlines the background to the Public 
Sector Internal Auditing Standards (PSIAS) which 
were introduced with effect from 1st April 2013 and 
presents the draft Internal Audit Charter for 
approval by the Governance & Audit Committee 
following CMT approval on the 22nd February 2023.  
 

Recommendation:                It is recommended that the Governance and Audit 
                                               Committee:  
 
1) Review and approve the Draft Internal Audit Charter 2023/24. 

Policy Framework: None 
 

Consultation: Legal, Finance, Access to Services 
 

Report Author: Simon Cockings 
 

Finance Officer: Ben Smith 
 

Legal Officer: Debbie Smith 
 

Access to Services 
Officer: 

Rhian Millar  

 
1.  Introduction 

 
1.1 The Public Sector Internal Audit Standards (PSIAS) came into force on 

1st April 2013 and replaced the CIPFA Code of Practice for Internal Audit 
in Local Government. 

 
1.2 The PSIAS were developed by CIPFA and the Chartered Institute of 

Internal Auditors (CIIA) and are mandatory for all providers of internal 
audit services in the public sector. 

 
1.3 The standards are based on the mandatory elements of the global CIIA’s 

International Professional Performance Framework with additional 
requirements to reflect the UK public sector. 



 
1.4 The objectives of the PSIAS are to: 
 

 Define the nature of internal auditing within the UK public sector. 

 Set basic principles for carrying out internal audit in the UK public 
sector. 

 Establish a framework for providing internal audit services, which add 
value to the organisation, leading to improved organisational 
processes and operations. 

 Establish the basis for the evaluation of internal audit performance 
and to drive improvement planning. 

 
1.5 The PSIAS were last updated in 2017 and consist of the following: 
 

 Mission of Internal Audit 

 Definition of Internal Audit 

 Core Principles for the Professional Practice of Internal Auditing 

 Code of Ethics 

 International Standards for the Professional Practice of Internal 
Auditing 

 
1.6 The PSIAS also require an external assessment of the internal audit 

function at least once every 5 years. The external assessment may either 
be a full assessment by a suitably qualified external assessor or a self-
assessment with independent external validation.  
 

1.7 The City and County of Swansea, along with the majority of all other Local 
Authorities in Wales, chose to undertake a self-assessment with the 
results being independently validated by peer authority. Our validation 
visit was completed in January 2018 which concluded that the City and 
County of Swansea’s Internal Audit Section is broadly compliant with the 
PSIAS and Cipfa Application Note, with no significant deviations from the 
Standards being noted. The results of the peer review were reported to 
Audit Committee in April 2018.  

 
1.8 The Local Government and Elections (Wales) Act 2021 stipulates that 

remit of the Committee would be extended and the name of the 
Committee changed to the Governance and Audit Committee from the 
1st April 2021. Additional changes around membership came into effect 
from May 2022. The updated terms of reference of the Governance and 
Audit Committee are attached at Appendix C to the Audit Charter for 
information.  

 
1.9 The Act requires that from May 2022, one-third of the membership of the 

Governance and Audit Committee must lay persons. A lay person is a 
person who is not a member or an officer of any local authority, has not 
at any time in the period of 12 months ending with the date of the 
person’s appointment been a member or an officer of any local authority 
and is not a spouse or civil partner of a member or an officer of any local 
authority. 

 



1.10 At the time of compiling this report, the Governance and Audit committee 
has four lay members. The recruitment of a fifth lay member has been 
completed. Interviews for the additional lay member position were held 
on the 6th March and the Council’s Appointments Committee 
recommend to Council on the 30th March that the successful candidate 
should be appointed to the Governance & Audit Committee. The 
committee therefore meets the requirements of the Act. 

 
1.11 The Act also provides that a lay person must be appointed as Chair of 

the Committee and the deputy Chair must not be a member of the 
Cabinet. 

 
2.  Internal Audit Charter 

 
2.1 One of the requirements of the PSIAS is that every internal audit 

provider in the UK public sector whether in-house, shared service or 
outsourced must have an Internal Audit Charter. 

 
2.2 The Internal Audit Charter is a formal document that defines the 

internal audit activity’s purpose, authority and responsibility. The 
guidance produced by CIPFA on implementing the PSIAS states that 
the Charter should: 

 

 Recognise the mandatory nature of the PSIAS (the Core 
Principles for the Professional Practice of Internal Auditing, the 
Code of Ethics, the Standards and the Definition of Internal 
Auditing). 

 Define the scope of internal audit activities. 

 Establish the responsibilities and objectives of internal audit. 

 Recognise that internal audit’s remit extends to the entire control 
environment of the organisation and not just financial controls. 

 Define the terms ‘board’ and ‘senior management’ for the 
purposes of the internal audit activity. 

 Establish the organisational independence of internal audit. 

 Establish the accountability, reporting lines and relationships 
between the chief audit executive (Chief Auditor) and: 

o The board (Governance and Audit Committee). 
o Those to whom the Chief Auditor must report functionally. 
o Those to whom the Chief Auditor may report 

administratively. 

 Set out the responsibility of the board and also the role of the 
statutory officers with regards to internal audit. 

 Define the role of internal audit in any fraud-related work. 

 Set out the arrangements that exist within the organisation’s anti-
fraud and anti-corruption policies, requiring the Chief Auditor to be 
notified of all suspected or detected fraud, corruption or 
impropriety, to inform his or her annual internal audit opinion and 
the risk-based plan. 

 Establish internal audit’s right of access to all records, assets, 
personnel and premises, including those of partner organisations 



where appropriate, and its authority to obtain such information and 
explanations as it considers necessary to fulfil its responsibilities. 

 Cover the arrangements for appropriate resourcing. 

 Include arrangement for avoiding conflicts of interest if internal 
audit undertakes non-audit activities. 

 
2.3 The Chief Auditor is required to review the Internal Audit Charter 

periodically and present it to the Corporate Management Team and 
the Governance and Audit Committee for approval. The PSIAS state 
that final approval of the Internal Audit Charter resides with the 
Governance and Audit Committee. 

 
2.4 The draft Internal Audit Charter 2023/24 for the City and County of 

Swansea’s Internal Audit Section can be found in Appendix 1.  
 
2.5 Following the approval of the Charter by the Corporate Management 

Team on the 22rd February 2023, it is now presented to the 
Governance and Audit Committee for approval.   

 
3. Integrated Assessment Implications 
 
3.1      The Council is subject to the Equality Act (Public Sector Equality Duty 

and the socio-economic duty), the Well-being of Future Generations 
(Wales) Act 2015 and the Welsh Language (Wales) Measure, and must 
in the exercise of their functions, have due regard to the need to: 

  
   Eliminate unlawful discrimination, harassment and victimisation and 

other conduct prohibited by the Acts. 

 Advance equality of opportunity between people who share a 
protected characteristic and those who do not. 

 Foster good relations between people who share a protected 
characteristic and those who do not. 

 Deliver better outcomes for those people who experience socio-
economic disadvantage 

 Consider opportunities for people to use the Welsh language 

 Treat the Welsh language no less favourably than English. 

 Ensure that the needs of the present are met without compromising 
the ability of future generations to meet their own needs. 

  
3.2     The Well-being of Future Generations (Wales) Act 2015 mandates that 

public bodies in Wales must carry out sustainable development. 
Sustainable development means the process of improving the economic, 
social, environmental and cultural well-being of Wales by taking action, 
in accordance with the sustainable development principle, aimed at 
achieving the ‘well-being goals’. 
  

3.3     Our Integrated Impact Assessment (IIA) process ensures we have paid 
due regard to the above. It also takes into account other key issues and 
priorities, such as poverty and social exclusion, community cohesion, 
carers, the United Nations Convention on the Rights of the Child 
(UNCRC) and Welsh language. 



 
3.4 The completion of the Integrated Impact Assessment Screening 

revealed that: 

 The Internal Audit Charter has a low positive impact across all groups.  

 It has been subject to consultation with the Director of Finance & S151 
Officer, Legal, Access to Services and the Corporate Management 
Team. 

 All Well-being of Future Generations Act considerations are positive 
and any risks identified are low. 

 The overall impact of the Internal Audit Charter is positive as it will 
support the Authority in its requirement to protect public funds. 

 
4. Financial Implications 
 
4.1 There are no financial implications associated with this report. 

 
5. Legal Implications 

 
5.1 Provision of an adequate and effective internal audit function is a legal 

requirement under the Accounts and Audit (Wales) Regulations 2005 
as amended. For local government in Wales, the PSIAS is mandatory 
for all principal local authorities. An effective internal audit service also 
ensures that the Well-being Goals within the Well-being of Future 
Generations Act Wales (2015) are being met. 

 
 

Background Papers:  None 
 
Appendices:   
Appendix 1 - Draft Internal Audit Charter 2023/24 
Appendix 2 – Integrated Impact Assessment Form  
 

  



 
 

City and County of Swansea  
 

Draft Internal Audit Charter 2023/24  
 
 

1.  Introduction 
 
1.1 The Public Sector Internal Audit Standards (PSIAS) came into force on 

1st April 2013 and replaced the CIPFA Code of Practice for Internal Audit 
in Local Government. 

 
1.2 The PSIAS were adopted by the Relevant Internal Audit Standard 

Setters which is made up of 7 organisations including CIPFA and the 
Welsh Government.  

 
1.3 The PSIAS were developed by CIPFA and the Chartered Institute of 

Internal Auditors (CIIA) and are mandatory for all providers of internal 
audit services in the public sector. 

 
1.4 The PSIAS consist of the following: 
 

 Mission of Internal Audit.  

 Definition of Internal Audit. 

 Core Principles for the Professional Practice of Internal Audit 

 Code of Ethics. 

 International Standards for the Professional Practice of Internal 
Auditing. 

 
1.5 One of the requirements of the PSIAS is that each internal audit provider 

must have an Internal Audit Charter which is a formal document that: 
 

 Defines the purpose, authority and responsibility for internal audit. 

 Establishes the internal audit activity’s position within the 
organisation. 

 Authorises access to records, personnel and physical assets. 

 Defines the scope of internal audit activities. 

 Defines the nature of assurance and consulting activities. 
 
1.6 The Internal Audit Charter must be reviewed periodically by the Chief 

Auditor and presented to the Corporate Management Team and the 
Governance and Audit Committee for approval. Responsibility for the 
final approval of the Internal Audit Charter resides with the Governance 
and Audit Committee. 

 

Appendix 1 



2.  Definition of Internal Audit 
 
2.1 The statutory nature of Internal Audit is established by the following 

legislation: 
 

 Section 151 of the Local Government Act 1972 which states that 
local authorities are required to make arrangements for the proper 
administration of its financial affairs and shall ensure that one of 
its officers has responsibility for the administration of those affairs. 
In the City and County of Swansea, this is the responsibility of the 
Section 151 & Chief Finance Officer.  
 

 The Accounts and Audit (Wales) Regulations 2014 state that ‘a 
larger relevant body shall maintain an adequate and effective 
system of internal audit of its accounting records and of its system 
of internal control’.  The 2014 Regulations also say that ‘a larger 
relevant body must, at least once a year, conduct a review of the 
effectiveness of its internal audit’. 

 
2.2 Against this statutory background, the PSIAS provides the following 

definition of internal audit: 
 

 ‘Internal auditing is 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’. 

 
2.3 The Mission of Internal Audit articulates what internal audit aspires to 

accomplish within an organisation. This Mission, as outlined in the latest 
version of the Standards is as follows: 

 
 ‘To enhance and protect organisational value by providing risk-based 
 and objective assurance, advice and insight’. 
 
2.4 The Core Principles for the Professional Practice of Internal Auditing 

articulate internal audit effectiveness. For an internal audit function to be 
considered effective, all of the Principles should be present and 
operating effectively. The Standards state that failure to achieve any of 
the Principles would imply that an internal audit activity was not as 
effective as it could be in achieving internal audit’s mission. The Core 
Principles are listed in Appendix A.  

 
2.5 The PSIAS also includes a Code of Ethics which all internal audit staff 

are required to comply with. The principles which underpin the Code of 
Ethics are integrity, objectivity, confidentiality and competency. All audit 
staff are required to complete annual declarations to confirm that they 



comply with the Code of Ethics. Further details on the Code of Ethics 
can be found in Appendix B.  

 
2.6 Internal auditors are also expected to adhere to the requirements of any 

professional body that they are members of as well as the Council’s 
Officers’ Code of Conduct. 

 
2.7 A number of generic terms are used throughout the PSIAS which must 

be defined in the Internal Audit Charter. The terms and how they are 
interpreted in the City and County of Swansea are shown in the following 
table: 

 

PSIAS City & County Swansea 

Chief Audit Executive Chief Auditor 

Senior Management Corporate Management Team 

Board  Governance and Audit 
Committee 

 
 

3. Role and Function of Internal Audit 
 
3.1 A professional, independent and objective internal audit service is one 

of the key elements of good governance in local government with the 
foundation of an effective internal audit service being evidenced by 
compliance with the required standards and proper practices. 

 
3.2 Internal Audit is an assurance function that primarily provides an 

independent and objective opinion to the Council on the control 
environment comprising risk management, internal control and 
governance by evaluating its effectiveness in achieving the Council’s 
objectives. 

 
3.3 Internal Audit objectively examines, evaluates and reports on the 

adequacy of the control environment as a contribution to the proper, 
economic, efficient and effective use of resources. 

 
3.4 It is management’s responsibility to establish and maintain a sound 

control environment including risk management, internal control 
processes, accounting records and governance arrangements. 

 
3.5 It is Internal Audit’s role to review the established systems and advise 

management whether suitable arrangements are in place and are 
operating effectively. It is particularly important that the work of Internal 
Audit adds value to the services under review. 

 
3.6 Internal Audit will work with management to improve the control 

environment and assist the Council in achieving its objectives. 
 
3.7 The role undertaken by Internal Audit and the annual opinion on the 

control environment provided by the Chief Auditor which also informs the 
Council’s Annual Governance Statement provides a vital assurance 



function over the Council’s activities. This also assists in ensuring the 
Council’s Governance and Audit Committee discharges its 
responsibilities in line with the Committee’s Statement of Purpose which 
can be found in Appendix C. 

 
 
4.  Scope of Internal Audit 
 
4.1 The definition of Internal Audit established by the PSIAS covers the 

control environment of the Council as a whole. 
 
4.2 This means that the scope of Internal Audit similarly covers the Council’s 

operations as a whole and is not limited to the review of financial 
systems. 

 
4.3 Financial Procedure Rule 12 – Internal Audit states that the Chief Auditor 

will maintain an adequate and effective internal audit service and 
provides authority to: 

 

 Enter at all reasonable times on any Council premises or land. 

 Have access to, and removal if necessary into custody of, all 
records, documents and correspondence relating to any financial 
or other transaction of the Council. 

 Require and receive such explanations as are necessary 
concerning any matter under examination. 

 Require any employee of the Council to produce on demand 
cash, stores or any other Council property under his/her control. 

  
 
5 Independence of Internal Audit 
 
5.1 It is essential that Internal Audit is independent of the services it reviews 

and reports upon. Internal Audit must be seen to be independent and all 
staff must be free of any restrictions which prevent them acting in an 
independent and objective manner. 

 
5.2 The Internal Audit Section is part of the Finance Directorate reporting to 

the Director of Finance & Section 151 Officer. 
 
5.3 The Chief Auditor has no other management responsibilities which 

restrict the independence of Internal Audit. 
 
5.4 The Chief Auditor also has unrestricted access to the Chief Executive, 

Directors, Chief Officers and Heads of Service and may report to any 
level of management as considered necessary. Regular meetings are 
also held with the Council’s external auditor. 

 
5.5 The Chief Auditor reports functionally to the Governance and Audit 

Committee in his own name and has unrestricted access to the Chair of 
the Audit Committee and elected members. The Chief Auditor or a senior 



representative from the Internal Audit team attends all Governance and 
Audit Committee meetings and contributes to the agenda. 

 
5.6 All Internal Audit staff are required to declare any possible conflicts of 

interest, of whatever kind, which may impair their ability to demonstrate 
an impartial, unbiased and objective approach to their work on an annual 
basis. Staff are also required to declare any potential conflicts of interest 
as they arise during the year. The declarations are considered by the 
Chief Auditor and the Principal Auditor when allocating work to individual 
Auditors and Senior Auditors to ensure any potential conflicts of interest 
are appropriately managed.   

 
 
6 Consultancy Role of Internal Audit 
 
6.1 In addition to the assurance function provided by Internal Audit, there 

are also occasions where it may also provide a consultancy or advisory 
role e.g. providing training or advice on controls for systems under 
development. 

 
6.2 On such occasions, Internal Audit is providing advice and guidance and 

is not giving assurance. Where this occurs, Internal Audit always retains 
the right to review the service at a later date and make further 
recommendations. 

 
6.3 Should a request be received for consultancy work of a significant nature 

which is not included in the annual plan, the work will not be accepted if 
it will restrict the ability to complete the required assurance work and 
deliver the annual internal audit opinion. 

 
 
7 Fraud, Bribery and Corruption Role of Internal Audit 
 
7.1 The establishment of systems and controls to prevent fraud, bribery and 

corruption is the responsibility of management. 
 
7.2 Internal Audit will be aware of the risk of loss by fraud, bribery or 

corruption in all audit reviews undertaken and will report any exposure 
to the risk of loss. 

 
7.3 Financial Procedure Rule 12 – Internal Audit requires any responsible 

officer who suspects financial irregularity to inform the Director of 
Finance immediately and to provide facilities for investigation in 
accordance with the Council’s Anti-Fraud and Corruption Policy.  

 
7.4 The details of any suspected or detected frauds will be considered when 

preparing the risk based Internal Audit Plan and will also inform the Chief 
Auditor’s annual internal audit opinion. 
 

7.5 The Council established a Corporate Fraud function with effect from 1st 
June 2015 based in the Internal Audit Section. 



 
7.6 The Corporate Fraud function is responsible for raising the profile of 

fraud awareness and promoting an anti-fraud and corruption culture 
across the Council. Where appropriate the Corporate Fraud 
Investigators undertake or assist management in the investigation of 
suspected cases of fraud, corruption or bribery. 
 
 

8 Internal Audit Resources 
 
8.1 Internal Audit should be appropriately resourced to meet its objectives in 

terms of the number of staff, grades, qualifications, personal attributes 
and experience. 

 
8.2 The PSIAS require the Chief Auditor to be professionally qualified and 

suitably experienced.  
 
8.3 Risk assessment methodology is used to identify the level of audit 

coverage required to provide the annual internal audit opinion on the 
control environment.  

 
8.4 A risk based annual Internal Audit Plan is produced which matches the 

required audit coverage to the available resources. The plan is approved 
by the Corporate Management Team and the Governance and Audit 
Committee. The Chief Auditor is required to bring to the attention of the 
Committee the potential consequences of any shortfall in resources 
which may impact on the provision of the annual opinion. 

 
8.5 The annual plan will be constantly reviewed during the year in response 

to any changes e.g. vacancies, new risks, frauds and special 
investigations. 

 
8.6 Quarterly reports showing progress made against the annual plan will be 

presented to the Director of Finance & Section 151 Officer and the 
Governance and Audit Committee. 

 
 
9 Quality Assurance and Improvement Programme 
 
9.1 To ensure compliance with the PSIAS, the Chief Auditor must put in 

place a Quality Assurance and Improvement Programme (QAIP). 
 
9.2 The QAIP must include both internal and external assessments of 

Internal Audit. 
 
9.3 The internal assessment includes the ongoing supervision and review of 

work produced by Internal Audit staff as well as performance against 
targets and client feedback for each audit completed. 

 
9.4 A periodic, internal self-assessment must also be undertaken to confirm 

compliance with the PSIAS. The results of the internal self-assessment 



are reported to the Director of Finance & Section 151 Officer and the 
Governance and Audit Committee as part of the Internal Audit Annual 
Report.  

 
9.5 The PSIAS also require an external assessment at least once every 5 

years. The external assessment may either be a full assessment by a 
suitably qualified external assessor or a self-assessment with 
independent external validation. 

 
9.6 The results of the QAIP must be included in the Chief Auditor’s annual 

report to the Governance and Audit Committee. The report must 
highlight any areas of non-conformance with any significant areas of 
non-conformance being included in the Annual Governance Statement. 
 

9.7 Further details of the QAIP can be found in Appendix D.  
 
 

Appendices: Appendix A – Core Principles of Internal Audit 
   Appendix B – Code of Ethics  
   Appendix C – Amended Audit Committee Terms of Reference 
   Appendix D – QAIP  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
Core Principles for the Professional Practice of 

Internal Auditing 
 
The Core Principles, taken as a whole, articulate internal audit effectiveness. 
For an internal audit function to be considered effective, all Principles should 
be present and operating effectively. How an internal auditor, as well as an 
internal audit activity, demonstrates achievement of the Core Principles may be 
quite different from organisation to organisation, but failure to achieve any of 
the Principles would imply that an internal audit activity was not as effective as 
it could be in achieving internal audit’s mission ‘to enhance and protect 
organisational value by providing risk-based  and objective assurance, 
advice and insight’.  
 
The Core Principles are:  
 

1. Demonstrates integrity. 
 

2. Demonstrates competence and due professional care. 
 

3. Is objective and free from undue influence (independent). 
 

4. Aligns with the strategies, objectives, and risks of the organisation. 
 

5. Is appropriately positioned and adequately resourced. 
 

6. Demonstrates quality and continuous improvement. 
 

7. Communicates effectively. 
 

8. Provides risk-based assurance. 
 

9. Is insightful, proactive, and future-focused. 
 

10. Promotes organisational improvement. 
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Code of Ethics 
 

 
Public sector requirement 
 
Internal auditors in UK public sector organisations (as set out in the 
Applicability section) must conform to the Code of Ethics as set out below. If 
individual internal auditors have membership of another professional body 
then he or she must also comply with the relevant requirements of that 
organisation 
 

 
The purpose of the Institute’s Code of ethics is to promote an ethical culture in 
the profession of internal auditing. A code of ethics is necessary and 
appropriate for the profession of internal auditing, founded as it is on the trust 
placed in its objective assurance about risk management, control and 
governance. 
 
The Institute’s code of ethics extends beyond the definition of internal auditing 
to include two essential components: 
 
Components 
 
1. Principles that are relevant to the profession and practice of internal auditing 
 
2. Rules of Conduct that describe behaviour norms expected of internal 

auditors. These rules are an aid to interpreting the Principles into practical 
applications and are intended to guide the ethical conduct of internal auditors 

 
The Code of Ethics provides guidance to internal auditors serving others. 
‘Internal auditors’ refers to Institute members and those who provide internal 
auditing services within the definition of internal auditing. 
 
 

Applicability and Enforcement 
 
This Code of Ethics applies to both individuals and entities that provide internal 
auditing services. For Institute members, breaches of the Code of Ethics will be 
evaluated and administered according to The Institute’s Disciplinary 
Procedures. The fact that a particular conduct is not mentioned in the Rules of 
Conduct does not prevent it from being unacceptable or discreditable and 
therefore, the member liable for disciplinary action. 
 

 
Public sector interpretation 
 
The ‘Institute’ here refers to the IIA. Disciplinary procedures of other 
professional bodies and employing organisations may apply to breaches of 
this Code of Ethics 

 

Appendix B 



1. Integrity 
 
Principle 
 
The integrity of internal auditors establishes trust and thus provides the basis 
for reliance on their judgement 
 
Rules of Conduct 
 
Internal auditors: 
 
1.1  Shall perform their work with honesty, diligence and responsibility 
 
1.2  Shall observe the law and make disclosures expected by the law and the 

profession 
 
1.3  Shall not knowingly be a party to any illegal activity, or engage in acts that 

are discreditable to the profession of internal auditing or to the 
organisation 

 
1.4  Shall respect and contribute to the legitimate and ethical objectives of the 

organisation. 
 
 

2. Objectivity 
 
Principle 
 
Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating and communicating information about the activity or process being 
examined 
 
Internal auditors make a balanced assessment of all the relevant circumstances 
and are not unduly influenced by their own interests or by others in forming 
judgements. 
 
Rules of Conduct 
 
Internal auditors: 
 
2.1  Shall not participate in any activity or relationship that may impair or be 

presumed to impair their unbiased assessment. This participation includes 
those activities or relationships that may be in conflict with the interests of 
the organisation. 

 
2.2  Shall not accept anything that may impair or be presumed to impair their 

professional judgement. 
 
2.3 Shall disclose all material facts known to them that, if not disclosed, may 

distort the reporting of activities under review 
 



3. Confidentiality 
 
Principle 
 
Internal auditors respect the value and ownership of information they receive 
and do not disclose information without appropriate authority unless there is a 
legal or professional obligation to do so 
 
Rules of Conduct 
 
Internal auditors: 
 
3.1  Shall be prudent in the use and protection of information acquired in the 

course of their duties 
 
3.2  Shall not use information for any personal gain or in any manner that 

would be contrary to the law or detrimental to the legitimate and ethical 
objectives of the organisation. 

 
 

4. Competency 
 
Principle 
 
Internal auditors apply the knowledge, skills and experience needed in the 
performance of internal auditing services. 
 
Rules of Conduct 
 
Internal auditors: 
 
4.1  Shall engage only in those services for which they have the necessary 

knowledge, skills and experience. 
 
4.2 Shall perform internal auditing services in accordance with the 

International Standards for the Professional Practice of Internal Auditing 
 
4.3 Shall continually improve their proficiency and effectiveness and quality of 

their services 
 
 
 

 
Public sector requirement 
 
Internal auditors who work in the public sector must also have regard to the 
Committee on Standards of Public Life’s Seven Principles of Public Life, 
further information on which can be found at www.public-standards.gov.uk  
 

 

http://www.public-standards.gov.uk/


The 7 Principles of Public Life (10 Principles in Wales) 
 
1. Selflessness 
 
 Holders of public office should act solely in terms of the public interest. They 

must never use their position to improperly confer an advantage on, or to 
avoid a disadvantage for, themselves or to improperly confer an advantage 
or disadvantage on others. 

 
2. Integrity and propriety  
 
 Holders of public office must avoid placing themselves under any obligation 

to people or organisations that might try inappropriately to influence them in 
their work. They should not act or take decisions in order to gain financial or 
other material benefits for themselves, their family, or their friends. They 
must declare and resolve any interests and relationships. 

 
Holders of public office must not put themselves in a position where their 
integrity is called into question by any financial or other obligation to 
individuals or organisations that might seek to influence them in the 
performance of their duties. Members must on all occasions avoid the 
appearance of such behaviour. 

 
3. Objectivity  
 
 Holders of public office should act and take decisions in an open and 

transparent manner. Information should not be withheld from the public 
unless there are clear and lawful reasons for so doing. 

 
4. Accountability 
 
 Holders of public office are accountable to the public for their decisions and 

actions and must submit themselves to the scrutiny necessary to ensure this. 
 
5. Openness  
 
 Holders of public office should act and take decisions in an open and 

transparent manner. Information should not be withheld from the public 
unless there are clear and lawful reasons for so doing. 

 
6. Honesty  
 
 Holders of public office should be truthful. They must declare any private 

interests relevant to their public duties and take steps to resolve any conflict 
in a way that protects the public interest. 

 
7. Leadership 
 
 Holders of public office should exhibit these principles in their own behaviour. 

They should actively promote and robustly support the principles and be 
willing to challenge poor behaviour wherever it occurs. 



 
In Wales the seven ‘Nolan Principles’ are supplemented with three additional 
principles, which are: 
 
8. Duty to uphold the Law 
 
 Holders of public office must act to uphold the law and act on all occasions 

in accordance with the trust that the public has placed in them. 
 
9. Stewardship 
 
 In discharging their duties and responsibilities holders of public office must 

ensure that their Authority’s resources are used both lawfully and prudently. 
 
10. Equality and respect 
 
 Holders of public office must carry out their duties and responsibilities with 

due regard to the need to promote equality of opportunity for all people, 
regardless of their gender, race, disability, sexual orientation, age or religion, 
and show respect and consideration for others 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Governance & Audit Committee Terms of Reference 

 
Statement of Purpose 
 
The Governance and Audit Committee is a key component of the City and 
County of Swansea’s corporate governance. It provides an independent and 
high level focus on the audit, assurance and reporting arrangements that 
underpin good governance and financial standards. 
 
The purpose of the Governance and Audit Committee is to provide independent 
assurance of the adequacy of the risk management framework, the internal 
control environment and the performance assessment of the Council. It 
provides an independent review of the governance, performance assessment, 
risk management and control frameworks and oversees the financial reporting 
and annual governance processes. It oversees internal audit and external audit, 
helping to ensure efficient and effective assurance arrangements are in place. 
 
Membership  
 
The Local Government (Wales) Measure 2011 provides that at least one 
member of the Committee must be a lay member. 
 
Governance, Performance, Risk and Control 
 
a) To review the Council’s corporate governance arrangements against the 

good governance framework and consider annual governance reports 
and assurances. 

 
b) To review the Council’s draft annual Self-Assessment Report, and make 

any appropriate recommendations for changes to the conclusions or 
actions the Council intends to make. 

 
c) To review the Council’s draft response to the Panel Performance 

Assessment Report, and make any appropriate recommendations for 
changes. 

 
d) To review the Council’s draft response to any Auditor General’s 

recommendations arising from a special inspection in respect of the 
Council’s performance requirements and to make any appropriate 
recommendations for changes. 

 
e) To review and assess the authority’s ability to handle complaints 

effectively and to make any associated reports and recommendations in 
relation to the authority’s ability to handle complaints effectively. 

 
f) To review the Annual Governance Statement prior to approval and 

consider whether it properly reflects the risk environment and supporting 
assurances. 
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g) To consider the Council’s arrangements to secure value for money and 
review assurances and assessments on the effectiveness of these 
arrangements. 

 
h) To consider the Council’s framework of assurance and ensure that it 

adequately addresses the risks and priorities of the council. 
 
i) To monitor the effective development and operation of risk management 

in the Council. 
 
j) To monitor progress in addressing risk related issues reported to the 

Committee. 
 
k) To consider reports on the effectiveness of internal controls and monitor 

the implementation of agreed actions. 
 
l) To review the assessment of fraud risks and potential harm to the Council 

from fraud and corruption. 
 
m) To monitor the counter fraud strategy, actions and resources. 
 
n) To review any proposals in relation to the appointment of external 

providers of internal audit services and to make recommendations. 
 
o) To review the governance and assurance arrangements for significant 

partnerships or collaborations. 
 
Internal Audit 
 
p) To approve the internal audit charter and resources. 
 
q) To approve the risk-based internal audit plan, containing internal audit’s 

resource requirements, the approach to using other sources of 
assurances and any work required to place reliance upon those other 
sources. 

 
r) To approve significant interim changes to the risk based internal audit plan 

and resource requirements. 
 
s) To make appropriate enquiries of both management and the Chief Internal 

Auditor to determine if there are any inappropriate scope or resource 
limitations. 

 
t) To consider the Chief Internal Auditor’s annual report and opinion, and a 

summary of internal audit activity (actual and proposed) and the level of 
assurance it can give over the Council’s corporate governance 
arrangements. 

 
u) To consider the Chief Internal Auditor’s annual report including: 
 



v) To consider reports from the Chief Internal Auditor on Internal Audit’s 
performance during the year including the performance of external 
providers of internal audit services. These will include: 

 
w) To consider a report on the effectiveness of internal audit to support the 

Annual Governance Statement, where required to do so by the Accounts 
and Audit Regulations. 

 
x) To consider any impairments to independence or objectivity arising from 

additional roles or responsibilities outside of internal auditing of the Chief 
Internal Auditor. To approve and periodically review safeguards to limit 
such impairments. 

 
y) To consider summaries of specific internal audit reports as requested. 
 
z) To receive reports outlining the action taken where the Chief Internal 

Auditor has concluded that management has accepted a level of risk that 
may be unacceptable to the authority or there are concerns about 
progress with the implementation of agreed actions. 

 
aa) To consider reports dealing with the management and performance of the 

providers of internal audit services. 
 
bb) To consider a report from internal audit on agreed recommendations not 

implemented within a reasonable timescale. 
 
cc) To consider the external auditor’s annual letter, relevant reports, and the 

report to those charged with governance. 
 
dd) To contribute to the Quality Assurance and Improvement Programme and 

in particular the external quality assessment of internal audit that takes 
place at least once every five years. 

 
ee) To provide free and unfettered access to the Governance and Audit 

Committee Chair for the Chief Internal Auditor, including the opportunity 
for a private meeting with the Committee. 

 
External Audit 
 
ff) To consider the external auditor’s annual letter, relevant reports, and to 

those charged with governance. 
 
gg) To consider specific reports as agreed with the external auditor. 
 
hh) To comment on the scope and depth of external audit work and to ensure 

it gives value for money. 
 
ii) To commission work from external audit. 
 
jj) To advise and recommend on the effectiveness of relationships between 

external audit and other inspector agencies or relevant bodies. 



Financial Reporting 
 
kk) To review the annual statement of accounts. Specifically, to consider 

whether appropriate accounting policies have been followed and whether 
there are concerns arising from the financial statements or from the audit 
that need to be brought to the attention of the Council. 

 
ll) To consider the external auditor’s report to those charged with 

governance on issues arising from the audit of the accounts. 
 
Accountability Arrangements 
 
mm) To report to full Council on a regular basis on the Committee’s 

performance in relation to the terms of reference and the effectiveness of 
the Committee in meeting its purpose. 

 
nn) To report to Council on an annual basis and to publish an annual report 

on the Committee’s work, its performance in relation to the Terms of 
Reference, and its effectiveness in meeting its purpose. 

 
oo) To raise the profile of probity generally within the Council and to report on 

matters of concern to the individual Cabinet Member, relevant Scrutiny 
Committee, Cabinet or to Council as necessary and appropriate. 

 
pp) To work in synergy with the Scrutiny Committees of the Council and liaise 

with other Council Committees as and when appropriate to avoid 
duplication in work programmes. 

 
qq) To report to those charged with governance on the committee’s findings, 

conclusions and recommendations concerning the Appendix 1 adequacy 
and effectiveness of their governance, risk management and internal 
control frameworks, financial reporting arrangements, and internal and 
external audit functions 

 
rr) To publish an annual report on the work of the committee. 
 
Training and Development 
 
ss) To attend relevant training sessions including specialist training tailored 

for Members of the Governance and Audit Committee. 

 
 
 
 
 
 
 
 



 
Quality Assurance & Improvement Programme 

 
The Quality Assurance & Improvement Programme (QAIP) should be based 
on the following key elements to ensure compliance with the Standards: 

 Supervision of the work undertaken by internal auditors as an ongoing 

process throughout the year. 

 Internal reviews or self-assessments to appraise the quality of the audit work 

and compliance with the PSIAS which is usually undertaken on an annual 

basis. 

 External reviews carried out by a qualified independent person to appraise 

the quality of the audit work and compliance with the PSIAS which must be 

completed at least once every 5 years. 

Internal Assessment – Ongoing Review 
 
The following systems and procedures have been established to form the 
internal assessment ongoing review element of the QAIP. 

 Policies and procedures have been established to guide staff in the 

performance of their internal audit duties. Guidance in policies and 

procedures is provided to internal audit staff by the Chief Auditor, Principal 

Auditor and Senior Auditors. The Team also has access to a set of guidance 

notes and templates that are stored on a shared drive for staff to refer to 

when necessary.  

 Audit work is allocated to staff based on their level of skills, experience and 

competence. A quarterly Audit Plan is prepared by the Principal Auditor 

which allocates audit assignments to staff and is reviewed by the Chief 

Auditor before being issued. 

 A Lead Auditor is assigned to each audit and will be either the Principal 

Auditor or a Senior Auditor. The role of the Lead Auditor is to supervise and 

monitor progress in completion of the audit and to complete a quality 

assurance review to ensure that the work has been completed to the 

required level and complies with the PSIAS. The level of supervision 

required will depend upon the competence and experience of the auditor. 

 The Lead Auditor will also review the draft and final report to ensure it fully 

reflects the findings of the audit and includes appropriate recommendations 

and level of assurance. 

 All draft and final reports are subject to review by the Principal Auditor prior 

to being issued. 

 A Quality Control Questionnaire is issued with the final report to the client to 

obtain their feedback on the audit. Any issues identified in the completed 

QCQ are discussed with the auditor and action taken where required. 

 A comprehensive set of Performance Indicators are maintained. The PI’s 

are measured at team and individual level with targets being set at the start 

of each year. The PI’s measured at individual auditor level are monitored on 
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a quarterly basis by the Principal Auditor and Chief Auditor and any issues 

identified are discussed with the auditor and action taken where necessary. 

The team PI’s are monitored annually and are reported to the Director of 

Finance & Section 151 Officer and the Governance and Audit Committee in 

the Internal Audit Annual Report. 

 The Welsh Chief Auditors Group collects performance indicator information 

from across Wales which is used to compare performance against other 

similarly sized internal audit teams. 

 Performance indicator information is also used as part of the annual 

appraisal process under the Employee Performance Management Policy. 

All employees receive an annual appraisal which is a competency based 

process that reviews performance and training and development needs. 

 Use is made of available training programmes to keep staff up to date with 

professional practice and to meet any skill shortages identified. Particular 

use is made of the annual training programme put together by the South 

Wales Chief Auditors Group. 

 
Internal Assessment – Periodic Review 
 
The following systems and procedures have been established for the periodic 
internal assessment: 

 A quarterly review of progress made against the Annual Audit Plan is 

undertaken by the Chief Auditor to ensure the Section is meeting its aims 

and objectives. The results of the review are reported to the Director of 

Finance & Section 151 Officer and the Governance and Audit Committee in 

the quarterly Internal Audit Monitoring Report. 

 The Chief Auditor completes an annual self-assessment of compliance with 

the PSIAS using the detailed checklist included in CIPFA’s Local 

Government Application Note.  

 The annual self-assessment also fulfils the requirement established in the 

Accounts and Audit (Wales) Regulations 2014 for an annual assessment of 

the effectiveness of the Internal Audit service. 

 The results of the annual self-assessment are reported to the Director of 

Finance & Section 151 Officer and the Governance and Audit Committee as 

part of the Chief Auditors Annual Report.   

 

External Assessment 
 
An external assessment of compliance with the PSIAS must be completed at 
least once every 5 years and may either be a full external assessment or a self-
assessment which is subject to independent external validation. 
The format of the external assessment must be considered fully by the Chief 
Auditor and discussed with the Governance and Audit Committee. If an 
independent validation is to be used, the person or team appointed must be 



appropriately qualified, have sufficient knowledge of the PSIAS and there must 
be no conflicts of interest or impairment to objectivity. 

 The external assessment in Swansea was undertaken during Q3 and Q4 
2017/18 with the preferred method being a self-assessment subject to an 
external validation using the peer review group established by the Welsh Chief 
Auditors Group. This approach was agreed with the Director of Finance & 
Section 151 Officer and was approved by the Audit Committee on the 8 August 
2017. 

 
 As agreed by the Welsh Chief Auditors Group, the external assessment saw 

Chief Auditors acting as independent assessors of other Internal Audit Sections 
arranged on a random basis.  

 
 The outcome of the external assessment was presented to the then Head of 

Financial Services & Service Centre (now the Director of Finance & Section 
151 Officer), the Director of Resources and the Chief Executive on 28/03/18 
and to the Audit Committee on the 10/04/18. In summary, the peer review 
concluded that the City and County of Swansea’s Internal Audit Section is 
broadly compliant with the PSIAS and CIPFA Application Note with no 
significant deviations from the Standards being noted.  

 
 The external assessment must be undertaken at least every 5 years. The 

second assessment is currently underway and is due to be completed by the 
end of 2022/23.  

 
Reporting  
 

 The Chief Auditor will report the outcome of the periodic internal assessment 
to the Director of Finance & Section 151 Officer and the Governance and Audit 
Committee on an annual basis. 

 
 The results of the external assessment will also be reported to the Director of 

Finance & Section 151 Officer, the Corporate Management Team and the 
Governance and Audit Committee when received along with an Action Plan to 
address any issues raised in the report. The Action Plan will be subject to 
regular monitoring with progress being reported to the Director of Finance & 
Section 151 Officer and the Governance and Audit Committee. 

 
The Chief Auditor will only use the phrase ‘Conforms with International 
Standards for the Professional Practice of Internal Auditing’ in reports where 
the results of the QAIP support the statement. 

 
 
 
 
 
 
 
 


