Organization – Internal Audit Section

Internal Audit Charter
EXAMPLExe "Charter"

MISSION AND SCOPE OF WORK
The Department of XXX (Department) mission is to <INSERT AGENCY MISSION>. The mission of the Internal Audit Section is to provide independent, objective assurance and consulting services designed to add value and improve the organization’s operations. The Internal Audit Section helps the Department accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes
The scope of work of the Internal Audit Section is to determine whether the organization’s network of risk management, control, and governance processes, as designed and represented by management, is adequate and functioning in a manner to help ensure:

· Risks are appropriately identified and managed.

· Interaction with the various governance groups occurs as needed.

· Significant financial, managerial, and operating information is accurate, reliable, and timely.

· Employee’s actions are in compliance with policies, standards, procedures, and applicable laws and regulations.

· Resources are acquired economically, used efficiently, and adequately protected.

· Programs, plans, and objectives are achieved.

· Quality and continuous improvement are fostered in the organization’s control process.

· Significant legislative or regulatory issues impacting the organization are recognized and addressed properly.
· External audits are appropriately coordinated and recommendations implemented timely.
Opportunities for improving management control, efficiency, effectiveness and the organization’s image may be identified during audit engagements. They will be communicated to the appropriate level of management.

CONSULTING

In addition to audit (or assurance) engagements, staff of the Internal Audit Section may provide advisory or other consulting services, as appropriate or at the request of the Department’s Executive Management members, with approval by the Department’s Director or Audit Committee. The nature and scope of these activities will be agreed upon with Management. These types of services may include but are not limited to:

· Conducting special projects, reviews or investigations;

· Performing research,  i.e. of best practices;

· Providing training on audit related topics such as risk assessment/management, ethics and internal controls;

· Providing counsel and advice, i.e. on the adequacy of draft policies or process design; and

· Participating in a non-voting role on Department and statewide committees.
Accountability
Annually, the Chief Audit Executive (CAE) shall submit to the Department’s Director and the Audit Committee a summary of the audit work schedule, staffing plan, assessment of internal audit resources and budget for the following fiscal year. The audit work schedule is to be developed based on a prioritization of the audit universe using a risk-based methodology. Any significant deviation from the formally approved work schedule shall be communicated to senior management and the Audit Committee through periodic activity reports.
Independence AND OBJECTIVITY
All internal audit activities shall remain free of influence by any element in the organization, including matters of audit selection, scope, procedures, frequency, timing, conclusions, or report content to permit maintenance of an independent and objective mental attitude necessary in rendering reports.

To maintain adequate organizational independence, Internal Auditors shall not: 

· Have direct operational responsibility or authority over any of the activities they review; 

· Develop or install systems or procedures, prepare records, or engage in any other activity which would normally be audited;
· Direct the activities of Department employees outside the Internal Audit Section;

· Initiate or approve any accounting transactions external to the Internal Audit Section.

Any real or potentially perceived impairment to an auditor’s independence or objectivity, including scope limitations, must be reported in accordance with professional audit standards and the Section’s Audit Manual. 
AUTHORITY
The CAE reports administratively to the Department’s Director and functionally to the Audit Committee; all internal audit personnel report to the CAE. The CAE will have unrestricted access to the Department’s Internal Audit Committee. These reporting relationships helps ensure independence, promote comprehensive audit objectivity and coverage, and assure adequate consideration of audit recommendations.

Internal Auditors are granted authority for full, free, and unrestricted access to any and all of the Department’s records, physical properties, and personnel relevant to any function under review. All employees shall assist the Internal Audit Section in fulfilling their objectives. 
Documents and information given to Internal Audit staff during assurance or consulting activities will be handled in the same prudent and confidential manner as by those employees normally accountable for them. Information will be secured based on the owner’s data classification in accordance with the Section’s Audit Manual.
Professional Standards
The Internal Audit Section shall govern itself by adherence to The Institute of Internal Auditors International Professional Practices Framework (IPPF). In addition, the Section will adhere to Oregon Revised Statute 184.360 and Oregon Administrative Rule 125 section 700; the Section’s Audit Manual (based on the IPPF); Department policies and procedures; and other state and federal laws, regulations, and guidelines as applicable. When appropriate, other professional standards may be followed in specialized areas.
Reporting
A written report or management letter will be prepared and issued by the CAE or designee following the conclusion of each assurance engagement and will be distributed in accordance with the Section’s Audit Manual. A copy of each audit report and a summarization will be forwarded to the Director and the Department’s Internal Audit Committee.

The CAE or designee will include in the audit report the Management's response and the corrective action plan for specific findings and recommendations. Management's response will include a statement of general agreement or disagreement with the stated findings and recommendations, as well as a timeframe for anticipated completion of action to be taken and an explanation for any recommendations not addressed.

The Internal Audit Section shall be responsible for appropriate follow-up on audit findings and recommendations. All significant findings will remain open in the Section’s findings database until the CAE has determined management has appropriately taken action to resolve the finding. 
RESPONSIBILITIES
The CAE should periodically assess whether the purpose, authority, and responsibility, as defined in this charter, continue to be adequate to enable the Internal Audit Section to accomplish its objectives. The result of this periodic assessment should be communicated to senior management and the Internal Audit Committee.
AGREEMENT WITH MANAGEMENT
By signing this document, Management of the Department commits to providing the Internal Audit Section with its full support and cooperation, which includes ensuring the Internal Audit Section has adequate budget and staffing to carry out its objectives, responding timely in writing to draft reports and promptly informing Internal Audit staff of known or suspected cases of fraud.
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