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Appendix 1

Internal Audit Charter
1) Internal audit in local government in Wales is a statutory requirement. 

This places a statutory duty upon Merthyr Tydfil County Borough 
Council to ensure that an adequate and effective system of internal 
audit exists and is in operation. 

2) The Accounts and Audit Regulations (Wales) 2014 as amended 2018 
state: 
“A relevant body must maintain an adequate and effective system of 
internal audit of its accounting records and of its system of internal 
control.” 
“Any officer or member of that body must, if the body requires – 
(a) Make available such documents of the body which relate to its 

accounting and other records as appear to that body to be 
necessary for the purpose of the audit; and

(b) Supply the body with such information and explanation as that 
body considers necessary for that purpose.”

3) Section 151 of the Local Government Act 1972 states that every local 
authority in England and Wales should:
“Make arrangements for the proper administration of their financial 
affairs and shall secure that one of their officers has responsibility for the 
administration of those affairs”.

4) CIPFA1 has defined “proper administration” in that it should include 
“compliance with the statutory requirements for accounting and 
internal audit.”

5) The CIPFA Statement on the Role of the Chief Financial Officer in Local 
Government states that the chief financial officer must:
• “Ensure an effective internal audit function is resourced and 

maintained”;
• “Ensure that the authority has put in place effective arrangements 

for internal audit of the control environment”;
• “Support the authority’s internal audit arrangements”; and
• “Ensure that the audit committee receives the necessary advice 

and information, so that both functions can operate effectively”.

6) A professional, independent and objective internal audit service is one 
of the key elements of good governance in local government. The 
foundation of an effective internal audit service is compliance with 
standards and proper practices.

1 Chartered Institute of Public Finance and Accountancy
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7) In the United Kingdom (UK) a common set of Public Sector Internal 
Audit Standards (PSIAS) were adopted by the Relevant Internal Audit 
Standard Setters2 initially effect from 01st April 2013 and following 
updating with effect from 01st April 2017. The PSIAS include mandatory 
standards and practices that internal audit providers within the UK 
public sector must comply with. Welsh Government draws relevant 
bodies’ attention to the PSIAS.

8) The PSIAS define internal audit as:
“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.” SOURCE: PSIAS 2017

9) Merthyr Tydfil County Borough Council (MTCBC) recognises the 
mandatory status of the PSIAS, this includes the mandatory nature of 
the Core Principles for the Professional Practice of Internal Auditing, the 
Definition of Internal Auditing, the Code of Ethics and the Standards 
and the requirement for the Internal Audit Service to comply with the 
PSIAS.

10)The Mission and Purpose of the Internal Audit Activity:
The Internal Audit Service of MTCBC is an independent, objective 
assurance and consulting activity designed to add value and improve 
and organisation’s operations. It primarily provides an independent 
and objective opinion to the organisation on the control environment 
comprising risk management, control and governance processes by 
evaluating its effectiveness in achieving the organisations objectives. It 
does this by bringing a systematic, disciplined and objective approach 
to examining, evaluating and reporting on how to improve the 
effectiveness of risk management, control and governance processes 
as a contribution to the proper, economic, efficient and effective use 
of resources.

11)The Internal Audit Service is responsible for undertaking assurance work 
in order to achieve its primary function as defined in the missions and 
purpose, consultancy work to ensure that the control, risk management 
and governance frameworks are effective and also for undertaking 
investigative work into potential fraud and other reported/identified 
irregularity. 

2 The Relevant Internal Audit Standard Setters includes Welsh Government in respect of central government and the 
health sector in Wales and CIPFA in respect of local government across the UK.
N.b. throughout the PSIAS make reference to “Senior Management” and “the Board” at MTCBC these are to be 
referred to as Corporate Management Team and the Audit Committee respectively. 
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12)All assurance and consultative work that is undertaken by MTCBC’s 
Internal Audit Service fall within the PSIAS Definition of Internal Auditing.

13) The provision of assurance services to both internal and external 
stakeholders is the primary role for MTCBC’s Internal Audit Service and 
this role requires the Audit Manager to provide an annual audit opinion 
based upon an objective assessment of the framework of risk 
management, control and governance arrived at as a result of the 
delivery of the Internal Audit Plan and other assurance and 
consultative work undertaken. Examples may include financial, 
performance, compliance, system security and due diligence 
engagements.

14)Consulting services are advisory and related client service activities, the 
nature and scope of which are agreed with the client, are intended to 
add value and improve an organisation’s governance, risk 
management and control processes without Internal Audit Service staff 
members assuming management responsibility and will be generally 
performed at the specific request of the client department. Examples 
include counsel, advice, facilitation and training.

15)The Audit Manager is responsible for establishing risk-based plans to 
determine the priorities of the Internal Audit Service. The Audit 
Manager must communicate the Internal Audit Service’s plans and 
resource requirements to senior management and the audit 
committee for review and approval. This will also include 
communicating the impact of resource limitations and the potential 
impact that may have upon the level and scope of assurance work 
undertaken and also upon the provision of the annual audit opinion.

16)Annual needs assessments will be undertaken by the Audit Manager to 
ensure that internal audit resources are appropriate, sufficient and 
effectively deployed to achieve the approved plan. 

17)The Chief Executive is responsible for maintaining an adequate and 
effective Internal Audit of Merthyr Tydfil County Borough Council as he 
is the Responsible Financial Officer of the Council.

18)In order for Internal Audit to be fully effective the Chief Executive must 
ensure that the following are complied with:
• That Internal Audit is independent in its planning and operation.
• That internal audit resource is appropriate and sufficient.
• The Audit Manager has direct access to the Head of Paid Service, 

Section 151 Officer, Monitoring Officer, Audit Committee, all levels 
of management and directly Elected Members.
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• Internal Auditors comply with the Public Sector internal Audit 
Standards.

19)The Audit Manager is responsible for ensuring that the internal audit 
activity complies with the PSIAS.

20)The Head of Finance is the Section 151 Officer and he and his audit 
representatives have the authority to:
• Access Authority premises at reasonable times.
• Access all assets, records, documents, personnel, correspondence 

and control systems.
• Receive any information and explanation considered necessary 

concerning any matter under consideration.
• Require any employee of the Authority to account for cash, stores 

or any other Authority asset under his or her control.
• Access records belonging to third parties, such as contractors, when 

required.
• Directly access the Head of Paid Service, the Monitoring Officer, the 

Cabinet and Audit Committee (or equivalent).

21)Audit Committee must approve the annual audit plans prepared by 
the Audit Manager, which take account of the characteristics and 
relative risks of the activities involved.

22)The Chief Executive must ensure that effective procedures are in place 
to investigate promptly any fraud or irregularity. The Audit Manager will 
assess the impact of and make appropriate arrangements to 
undertake fraud investigation work where and when required.

23)The Audit Manager must report on the activities of Internal Audit to the 
Audit Committee, or equivalent, on a regular basis.

24)The Audit Manager must co-operate and liaise with the External 
Auditors on a regular basis in order to maximise audit resources, by 
ensuring that plans are discussed so that areas of significant risk are 
covered, and that issues of concern are raised.

25)All Directors and Managers have responsibilities in relation to Audit 
matters as follows:
• To ensure that Auditors are given access at all reasonable times to 

premises, personnel, documents and assets that the auditors 
consider necessary for the purposes of their work.

• To ensure that Auditors are provided with any information and 
explanations that they seek in the course of their work.

• To consider and respond promptly to recommendations in audit 
reports.
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• To ensure that any agreed actions arising from audit 
recommendations are carried out in a timely and efficient fashion.

• To notify the Head of Finance and the Audit Manager immediately 
of any suspected fraud, theft, irregularity, improper use or 
misappropriation of the Authority’s property or resources. Pending 
investigation and reporting, the Director/Manager should take all 
necessary steps to prevent further loss and to secure records and 
documentation against removal or alteration.

• To ensure that new systems for maintaining financial records, or 
records of assets, or changes to such systems, are discussed with 
and agreed by the Audit Manager prior to implementation.

Reporting Lines:
The Internal Audit Service is within the Corporate Services Department of 
MTCBC, which in turn is within the Place and Transformation Directorate. 
Corporate Services is managed by the Head of Corporate Services who is a 
member of Corporate Management Team. The Head of Corporate Services 
is the direct operational line manager of the Audit Manager (the Audit 
Manager is the Chief Audit Executive at MTCBC).

The Head of Corporate Services is line managed by the Deputy Chief 
Executive who has overall responsibility for the Place and Transformation 
Directorate.

Although the Audit Manager (CAE) is line managed operationally by the 
Head of Corporate Services he is also able to report directly to the Deputy 
Chief Executive, the Chief Executive, the Monitoring Officer, the Chief 
Finance Officer and the Chair and Vice Chair of Audit Committee if 
circumstances so require.

Code of Ethics:
Internal auditors in UK public sector organisations must conform to the Code 
of Ethics as set out in the PSIAS. If individual internal auditors have 
membership of another professional body e.g. CIPFA then he or she must also 
comply with the relevant requirements of that organisation. The PSIAS Code 
of Ethics is set out in a separate document.


