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Introduction


https://www.legislation.gov.uk/ssi/2014/200/contents/made
https://www.cipfa.org/policy-and-guidance/standards/public-sector-internal-audit-standards
https://www.cipfa.org/policy-and-guidance/standards/public-sector-internal-audit-standards

For members of the Chartered Institute of Internal Auditors, breaches of the * ZEG ZT +$€ will be
evaluated and administered in line with the Institute’s disciplinary procedures. If individual internal
auditors have membership of another professional body then he or she must also comply with the
relevant requirements of that organisation. Such procedures are without prejudice to the Council’s
own disciplinary procedures. All members of the internal audit team, on an annual basis, self-assess
their compliance with ethical principles and relevant Argyll and Bute Council policies by completing
a Fit and Proper form. This is submitted to the CIA.

Relevant Codes

9.

Qualified internal auditors could be members of one or more of the following institutions: Chartered
Institute of Public Finance & Accountancy (CIPFA), the Chartered Institute of Management
Accountants (CIMA), the Chartered Institute of Internal Auditors (l1A) and the Association of
Chartered Certified Accountants (ACCA). Each of these bodies have their own Code of Ethics which
members are expected to comply with.

Integrity

10.

Internal auditors should:

e perform their work with honesty, diligence and responsibility
e observe the law and make disclosures expected by the law and the profession

e not knowingly be a party to any illegal activity nor engage in acts that are discreditable to the

profession of internal auditing or to the organisation

e respect and contribute to the legitimate and ethical objectives of the Council.

Objectivity

11.

Internal auditors should:

e not take part in any activity or relationship that may impair or be presumed to impair their

unbiased assessment

e not accept anything that may impair or be presumed to impair their professional judgement

e disclose all material facts known to them that, if not disclosed, may distort the reporting or

activities under review.

Confidentiality

12.

obiectives of the

Internal auditors should:

e a



Principles of Public Life

14. Inall dealings, Internal Audit will adhere to Nolan’s seven principles of public life as set out in Exhibit
1.

Exhibit 1- Nolan’s Seven Principles of Public life

Principle Description
Selflessness Holders of public office should take decisions solely in terms of the public interest.
Integrity Holders of public office should not place themselves under any financial or other

obligation to outside individuals or organisations that might influence them in the
performance of their official duties. They should not act or take decisions in order
to gain financial or other material benefits for themselves, their family, or their
friends.

Objectivity In carrying out public business, including making public appointments, awarding
contracts, or recommending individuals for rewards and benefits, holders of public
office should make choices impartially, fairly and on merit, using the best evidence
and without discrimination or bias.

Accountability | Holders of public office are accountable for their decisions and actions to the public
and must submit themselves to whatever scrutiny is appropriate to their office.
Openness Holders of public office should be as open as possible about all the decisions and
actions that they take. They should give reasons for their decisions and restrict
information only when the wider public interest clearly demands.

Honesty Holders of public office have a duty to declare any private interests relating to their
public duties and to take steps to resolve any conflicts arising in a way that protects
the public interest.

Leadership Holders of public office should promote and support these principles by leadership
and example.

PSIAS Attributes

Internal Audit Charter (PSIAS 1000 - 1120)

15. The Internal Audit Charter (the Charter), which has been agreed by the Committee, and is subject to
annual review and approval, provides the required information to comply with the PSIAS attributes
listed in Exhibit 2. As such this detail is not repeated in the Manual. The Manual will cover all other
requirements of PSIAS.

Exhibit 2— PSIAS Attributes Detailed in the Internal Audit Charter

PSIAS Attribute

Reference

PSIAS 1000 Purpose, Authority & Responsibility
PSIAS 1100 Independence & Objectivity

PSIAS 1110



e ensure that internal audit collectively possess or obtain the skills, knowledge and other
competencies required to perform its responsibilities

e obtain competent advice and assistance where internal audit does not possess the skills,
knowledge and other competencies required to perform its responsibilities

e ensure that internal auditors have sufficient knowledge to evaluate the risk of fraud and anti-
fraud arrangements in the organisation

e ensure that internal auditors have sufficient knowledge of key information technology risks and
controls

e ensure that internal auditors have sufficient knowledge of the appropriate computer-assisted
audit techniques that are available to them to perform their work.

Due Professional Care (PSIAS 1220)
18. In completing planning activities and subsequent audit work internal auditors shall consider the:



Requirements of the Quality Assurance and Improvement Programme (PSIAS 1310)

22. In accordance with the requirements of PSIAS the CIA has developed and maintains a QAIP that
covers all aspects of the internal audit activity and enables conformance with all aspects of the
PSIAS to be evaluated.

23. The QAIP assesses the efficiency and effectiveness of the internal audit activity and identifies
opportunities for improvement. This assessment takes into account quality improvement from both
internal and external assessments.

Internal Assessments (PSIAS 1311)

24. At an audit activity level written policies and procedures, covering both technical and administrative
matters are formally documented to guide audit staff in consistent conformance with PSIAS and the
Code of Ethics. This is demonstrated by:

e anannual assessment is undertaken, which is reported to the Committee, in order to determine
the extent to which Internal Audit conforms to the Standards

¢ maintenance of the Charter, setting out the purpose, authority and responsibility of Internal
Audit



28. External assessors express an opinion on the entire spectrum of assurance and consulting work
performed (or that should have been performed) by the internal audit activity, including its
conformance with the Standards. Assessors also conclude on the efficiency and effectiveness of the
internal audit activity in carrying out its charter and meeting the expectations of stakeholders.

Reporting on the Quality Assurance and Improvement Programme (PSIAS 1320)

29. The CIA will report the results of the QAIP, via Committee papers, to the Strategic Management
Team (SMT) and the Committee.

International Standards for the Professional Practice of Internal Auditing’ (PSIAS 1321)

30. The CIA shall only state that the internal audit activity conforms with PSIAS if the results of the QAIP
support this.

Disclosure of Non-conformance (PSIAS 1322)

31. The CIA shall report any instances of non-conformance with the PSIAS to the Committee and
consider including any significant deviations from the PSIAS in the governance statement where
there is evidence to support this.

Performance

Managing the Internal Audit Activity (PSIAS 2000)
32. The work of Internal Audit is specified to deliver upon the requirements of the Annual Internal Audit
Plan in accordance with the Charter and this Manual.

33. Internal audit activities are reviewed as part of the each audit assignment prior to the issuing of
reports. This is to ensure that the work continues to reflect the definitions per the Charter and the
Manual. The Manual in this iteration has been specified to reflect the requirements of the PSIAS
published in March 2017.

Planning (PSIAS 2010)
34. The Annual Internal Audit Plan is based on a documented risk assessment process. The Internal



35.

36.

The risk based plan will include suitable flexibility to reflect the changing risks and priorities of the
organisation with this being kept under review by the CIA during the course of the year. Such action
may be taken in response to changes in the Council’s business, risks, operations, programmes,
systems and controls.

Internal Audit may also provide consultancy work on the basis that it improves the management of
risks, adds value and improves the Council’s operations. A specific contingency will be made in the
internal audit plan to allow for management requests and consultancy work. The CIA will consider
the effect on the opinion work before accepting consultancy work or management requests over
and above the contingency allowed for in the internal audit plan. Such consultancy work will only be
undertaken where resources permit without impacting on the annual assurance process. In line with
the PSIAS, approval will be sought from the Committee before any significant unplanned
consultancy work is accepted.

Communication and Approval (PSIAS 2020)

37.

The CIA communicates the planned internal audit activities, along with the resource requirements
to the Committee for approval. Any significant revisions in the plan, resource limitations or
requirements for additional resources shall be communicated to the SMT and the Committee for
approval.

Resource Management (PSIAS 2030)

38.

10



CIA accepts their accountability and responsibility for ensuring adequate support for conclusions
and opinions reached by the assurance activity, no matter the source.

Reporting to Senior Management and the Board (PSIAS 2060)

44. The CIA shall prepare and present performance reports to each sitting of the Committee.
Performance reports will capture the activities of Internal Audit relative to the plan.

45. Ongoing reporting will also highlight specific issues as they relate to risk exposures, control issues,
fraud, governance or any other matters that the CIA deems appropriate for consideration by the
Committee. Significant issues will also be captured within the annual internal audit report.

External Provider & Organisational Responsibility for Internal Auditing (PSIAS 2070)

46. Under any circumstances where an external internal audit service provider acts as the internal audit
activity, the provider shall ensure that the Council is aware that the responsibility for maintaining an
effective internal audit activity remains the responsibility of the Council. This is not applicable in the
financial year 2024/25.

Nature of the Work

47. Internal audit activity shall evaluate and contribute to the improvement of governance, risk
management and control processes using a systematic and disciplined approach as outlined in the
Charter.

48. Planned audit work includes consideration of a number of different types of audit assignments
including systems, regularity, performance, consultancy, risk and IT. This varied application of audit
resources ensures that different aspects of Council business have been subjected to testing with
assurances being sought over a range of activities.

Governance (PSIAS 2110)
49. The work of Internal Audit will include reviews to improve the Council’s governance processes for:

e making strategic and operational decisions

e overseeing risk management and control

e promoting appropriate ethics and values within the Council

e ensuring effective organisational performance management and accountability
e communicating risk and control information to appropriate areas of the Council

e coordinating the activities of and communicating information among the Committee, external
and internal auditors, other assurance providers and management.

50. The work of Internal Audit shall also consider the d
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created. This will be agreed between the CIA and the Internal Audit team member assigned the
audit. The Terms of Reference document will also be agreed by the appropriate Head of Service or
delegated audit contact.

Engagement Scope (PSIAS 2220)

13
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Criteria for Communicating (PSIAS 2410)

80.

81.

82.

83.

84.

85.

All audit reports are to be drafted using the template developed by the CIA. This template requires,
as a minimum, the overall audit opinion, executive summary, objectives and summary assessment,

detailed findings, and an action plan. Any deviation from the template report requires approval by

the CIA.

Prior to issuing the draft report internal auditors are required to discuss the draft findings with the
appropriate officers to confirm factual accuracy. This will generally be carried out at a clearance
meetings and a template has been created to facilitate and document that meeting.

Where auditors make recommendations and include an action plan, such recommendations are
graded to allow the significance of findings to be ascertained.

Action plans will include a management response that sets out the agreed action and timescales for
the completion of improvement actions. Internal Audit will enter the agreed actions and timescales
in the internal audit follow up database.

Where there are any areas of disagreement between the internal auditors and management, which
cannot be resolved by discussion, such disagreements should be recorded in the action plan and the
residual risk highlighted. As all audit reports are reported to the Committee in their entirety this
disagreement will be reported to the Committee as and when the report is presented.

15


https://www.legislation.gov.uk/ukpga/1973/65/schedule/7A
https://www.legislation.gov.uk/ukpga/1973/65/schedule/7A

the impact of non-conformance on the engagement and the engagement results.

Disseminating Results (PSIAS 2440)

90. The CIA is responsible for determining the circulation of audit reports within the Council. This
circulation should be mindful of confidentiality or the possibility of other legislative requirements.
Standard practice is for the report to be issued to the:

Chief Executive

relevant Executive Director

relevant Head of Service

Head of Financial Services

SMT Admin (for inclusion in SMT meeting)
key audit contact

external audit

the Committee

91. The CIA shall determine whether there is any specific reason for the distribution list to be amended
for any specific report. All audit reports are submitted in their entirety to the Committee which,
through the transparent provision of committee papers, makes them public documents. In the
event that the report contains sensitive information they may be restricted however this decision
will only be taken in consultation with senior management and legal counsel as appropriate.

Overall Opinion (PSIAS 2450)

92.
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