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SCOTTISH GOVERNMENT INTERNAL AUDIT CHARTER 
 
1. This Charter should be read in conjunction with the Scottish Government Internal 
Audit Division (IAD) Strategy which provides more detail on how IAD conducts its business 
across the Scottish Government (SG). 
 
FUNCTION AND AIM 
 
2. IAD is an independent assurance and review function set up in the SG to provide a 
service to the Principal Accountable Officer (PAO), other Accountable Officers (AOs) and all 
levels of management.  The Head of Internal Audit (HIA) is responsible for providing 
assurance on the adequacy of the SG’s risk management, governance and internal control 
arrangements.   
 
3. IAD’s aim is to help the SG achieve its purpose and objectives by providing a 
professional and effective internal audit assurance service.  That service will be delivered in 
accordance with the Scottish Public Finance Manual (SPFM) and the UK Public Sector 
Internal Audit Standards (PSIAS).  IAD will provide annually to the PAO, and other AOs as 
appropriate, an overall opinion on each organisations’ management of risk, control and 
governance to support the preparation of the Governance Statement (GS).  IAD also 
provides an advisory service to clients in relation to governance, risk and internal control. 
 
INDEPENDENCE OBJECTIVITY AND ACCESS 
 
4. IAD is independent of the activities it audits to ensure unbiased judgements essential 
to its proper conduct and impartial advice to management.  In order to ensure objectivity in 
their opinions and avoid conflicts of interest, IAD staff must preserve their independence in 
relation to the activities and operations they review.  The HIA has the right of access to the 
PAO, other AOs and the chairs of the Scottish Government Audit and Risk Committee 
(SGARC) and the other client Audit and Risk Committees to which IAD provides a service.   
 
ROLE AND SCOPE 
 
5. The role of IAD is to provide assurance to AOs and Audit and Risk Committees and to 
examine and evaluate the adequacy and effectiveness of the system of governance, risk 
management and internal control as operated across the organisation.  To do this IAD has 
unrestricted access to all activities undertaken in the SG. 
 
6. IAD will review, appraise and report on: 
 

o the operation of the SG’s corporate governance arrangements, including risk 
management; 
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o the adequacy and effectiveness of the systems of financial, operational and 
management control and their functioning in practice in relation to the business 
risks to be addressed; 

 
o the extent of compliance with, and the relevance and financial effect of, policies, 

standards, plans and procedures established across SG Directorates and the 
extent of compliance with external laws and regulations, including reporting 
requirements of regulatory bodies; 

 
o the extent to which assets and interests are acquired economically, used 

efficiently, accounted for and safeguarded from losses of all kinds arising from 
waste, extravagance, inefficient administration, poor value for money, fraud, 
bribery or other causes and that adequate business continuity plans exist; 

 
o the suitability, accuracy, reliability and integrity of financial and other 

management information and the means used to identify, measure, classify, and 
report such information; 

 
o the integrity of processes and systems, including those under development, to 

ensure that controls offer adequate protection against error, fraud and loss of all 
kinds; and that the process aligns with the SG’s strategic goals; 

 
o the suitability of the organisation of the business areas audited for carrying out 

their functions to ensure that services are provided in a way which is economical, 
efficient and effective; and 

 
o the follow-up action taken to remedy weaknesses identified by IAD, ensuring 

that good practice is identified and communicated widely. 
 
7. IAD’s processes will be monitored on a regular basis by IA senior management and 
business management may rely on the professional expertise of the Head of IA (HIA) to 
provide assurance.   
 
AUDIT PLANNING 
 
8. IAD will develop an audit strategy which will be reviewed on an annual basis.  IAD will 
also carry out each year a risk based audit needs assessment exercise.  This process aims to 
maximise the link between audit activity and the SG Risk Management process, thereby 
targeting audit resources more effectively at higher risk areas across the SG.  The main thrust 
of this is to draw out areas where cross-cutting reviews would add more value and  also 
where specific reviews of individual risk areas would be more appropriate.  There is also an 
acknowledgement within this process of the need to carry out unavoidable audit work 
required over European Funds and to maintain coverage of the SG’s key corporate systems.  
The planning process also includes the provision of an internal audit service to other non-
core organisations (Agencies, NDPBs and NMDs).  The initial audit plan proposals will form 
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the basis of a consultation exercise with Directors General, senior SG managers and Non 
Executive Members.   
 
9. From this exercise, the annual audit plan will be derived setting out details of 
individual audit assignments.  This final plan will be presented  to the June SGARC meeting 
and the SG’s Executive Team for formal approval. Following agreement of the annual Plan 
IAD will circulate this to all non-executives to ensure each Audit and Risk Committee for each 
organisation to which IAD provides the audit service is aware of the areas to be reviewed by 
IAD in that particular year.   In addition, and as a requirement of the European Commission, 
IAD will continue to maintain a 5 year rolling audit programme which will be used to 
underpin the periodic plans and to give suitable priority and coverage to European funding. 
 
PROCESS FOR PROVIDING ASSURANCE 
 
10. An annual assurance will be given to each AO through an annual report channelled 
through the related Audit and Risk Committee.  IAD derives some of its evidence for 
assurance through ongoing information gathering and analysis,  carrying out advisory and 
analytical review work, attendance and membership of key boards and committees and a 
range of risk-based assignments including coverage of: 
 

 the arrangements at Strategic Board level and below for the development of risk 
management arrangements and for embedding these, including the 
identification, recording and evaluation of key business risks that might affect the 
ability to achieve strategic objectives and the processes for identifying new risks.  
Also, the processes for assessing the effectiveness of existing controls, 
determining response to risks, allocating responsibility for managing risk and the 
extent of compliance with prescribed guidance;  

 
 corporate governance more generally where appropriate.  Reviews will include 

appraisals of risk management arrangements and those for completing 
certificates of assurance; and 

 
 the routine business processes and central systems that are material to the 

achievement of the delivery of key objectives across the SG.  
 
AUDIT TECHNIQUES AND APPROACH 
 
11. In order to provide each AO with an audit opinion that is soundly based and to 
provide a constructive value adding service, a range of audit approaches will be used.  These 
approaches are set out in IAD’s Audit Strategy.  Delivery will be through a flexible approach 
to audit assignments and reviews of key risks and controls based on the division of audit 
work across Portfolios, supported by a separate but small Business Development function. 
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AUDIT REPORTING ARRANGEMENTS 
 
12. The outcome of individual audit assignments will be submitted to local management 
in a draft audit report within agreed target dates.  Thereafter, following meetings to discuss 
the report and reach agreement on disposal of each of the recommendations and a 
timescale for implementation, IAD will issue a final audit report which will include an agreed 
Action Plan.  IAD will also carry out, where appropriate, follow-up reviews to determine and 
report the extent of implementation and the impact of the agreed recommendations on 
control. 
 
13. Each year, IAD will produce an overall annual assurance report for SGARC and for 
each client Audit and Risk Committee covering the internal audit work undertaken in the 
previous year (main findings, problem areas etc).  This report will provide an overall audit 
opinion on the systems of internal control, including a view on the adequacy of the relevant 
risk management systems.  This assurance helps support the AOs in their role in the 
production of the Certificate of Assurances to the PAO when signing their respective 
Governance Statements.  IAD will also provide the SGARC and each Audit and Risk 
Committee with interim progress reports at each of the interim meetings. 
 
RESOURCES INCLUDING STAFFING  
 
14. In order to deliver an effective audit service, there is a need to ensure that IAD is 
appropriately staffed in terms of numbers, grades, qualifications, training and experience.  
Details of staffing, etc are contained in the overarching strategy approved by SGARC.  IAD’s 
recruitment processes aim to ensure that new staff possess the appropriate personal skills 
and attributes and relevant qualifications (or the perceived ability to undertake professional 
training).  Staff are also encouraged, after qualification, to undertake continuing 
professional development, normally as part of the SG’s staff development arrangements. 
 
15. Where appropriate, and as required, the HIA may, within budget and subject to 
concurrent SG resourcing policies arrange to obtain specialist resources to supplement the 
range of skills available within Audit Services, e.g. IT skills.  IAD will consult with managers 
and SGARC about any such resources that it considers will be required.  The HIA may also, 
subject to the above conditions, arrange for the employment of temporary or casual 
contract staff to cover resource shortfalls or specialised requirements as appropriate, within 
the function’s budget.  
 
16. Audit resources can be deployed between assignment and advisory work.  Due to 
the unpredictable nature of advisory work, however, this is dealt with in a flexible way by 
setting aside an estimated number of contingency days in the SG Audit Plan based on 
previous experience and knowledge of forthcoming activities. 
 
Alistair May 
Head of Internal Audit 
May 2014 


