XYZ Organization
Charter

Internal Audit

Purpose:


Internal Audit is an independent and objective assurance and consulting activity guided by a philosophy of adding value and improving operations of XYZ Organization.  Internal Audit accomplishes its objectives by bringing a systematic and disciplined approach to evaluating and improving of the organization’s risk management, control, and governance processes.  

The independent and objective services provided by Internal Audit include evaluating and promoting the accomplishment of the goals and mission of XYZ Organization in:

(Insert Goals & Mission of XYZ Organization)

Practices:

Internal Audit practices are governed by:

· International Standards for the Professional Practice of Internal Auditing 
· Code of Ethics, The Institute of Internal Auditors

· Practice Advisories, The Institute of Internal Auditors, where applicable

· Internal Audit Charter, approved by the Director and Audit Committee

· Internal Audit Policies and Procedures Manual

Additionally, Internal Audit is responsive to the needs of the Audit Committee, Board and executive management.

Authority:

The Chief Audit Executive (CAE) reports functionally to the Audit Committee of the Board of Directors and administratively to the Chief Executive Officer (CEO). The Audit Committee Chairperson and the Board are responsible for:

(Insert Board Responsibilities over the CAE)
Administrative oversight of the Chief Audit Executive and staff members by the CEO, includes:

(Insert CEO Responsibilities over the CAE)
XYZ Organization employees assist Internal Audit in fulfilling their responsibilities.

Internal Audit has full, free, and unrestricted access to all XYZ Organization records, physical properties, and personnel relevant to any function under review.   Additionally Internal Audit has free and unrestricted access to the Chairman of the Board of Directors, the Audit Committee of the Board of Directors and executive management.

Documents and information provided Internal Audit will be handled in the same prudent and confidential manner as by those employees normally accountable for them.

Independence:


All internal audit activities shall remain free of influence by any element in the organization relative to matters of audit selection, scope, procedures, frequency, timing, or report content to permit maintenance of an independent and objective mental attitude necessary in reporting.   Any impairments to independence and objectivity are to be reported to the XYZ Organization CEO and the Audit Committee. 

Internal Auditors do not assume management responsibilities nor have direct operational responsibility or authority over any of the activities subject to review.   Accordingly, they do not develop nor install systems or procedures, prepare records, or engage in any other activity subject to audit.

Reporting to Audit Committee:

CAE will keep the Audit Committee informed of the activities of Internal Audit, including:

(Insert what is to be reported to the Board/Audit Committee)
Coordination:

CAE is responsible for coordinating activities with other internal and external auditors to ensure adequate audit coverage and to minimize the duplication of efforts.

Coordination activities include:

· Meetings to discuss audit processes and scope of work

· Exchanging audit reports

· Accessing each other’s audit programs and working papers

· Gaining an understanding of audit techniques, methods and terminology

Risk Management:

Risk management is a key responsibility of management.  The role and specific responsibilities of Internal Audit in the risk management process are defined by executive management and the Board and are considered a high priority.

Internal Audit will assist management and the audit committee by examining, evaluating, reporting, and recommending improvements on the adequacy and effectiveness of management’s risk processes, including environmental, health and safety risks.

Fraud:

Internal auditors are not expected to have knowledge equivalent to that of a person whose primary responsibility is detecting and investigating fraud. Also, audit procedures alone, even when carried out with due professional care, do not guarantee the detection of fraud.

(Insert Fraud Audit Responsibilities for deterring, 

detecting, investigating and reporting)
Audit Scope:


The scope of Internal Audit encompasses the examination and evaluation of the adequacy and effectiveness of the organization’s governance, risk management process, system of internal control structure, and the quality of performance in carrying out assigned responsibilities to achieve the organization’s stated goals and objectives.  It includes:

(Insert Scope of Audit Activities)
Audit Planning:


Annually, the Chief Audit Executive submits to CEO and the Audit Committee a summary of the audit work schedule, staffing plan, and budget for the following fiscal year.  The audit work schedule developed is based on a prioritization of the audit universe using a risk-based methodology.  

Any significant deviation from the formally approved work schedule is communicated to the Audit Committee and CEO through periodic activity reports.

Reporting:


A written report is prepared and issued by the CAE or designee following the conclusion of each audit and distributed as appropriate.  A copy of each audit report and a summarization is forwarded to the Chairman of the Audit Committee and the CEO. 

(Insert Reporting Expectations)
Periodic Assessment:

The Chief Audit Executive periodically assesses whether the purpose, authority, and responsibility, as defined in this Charter, continue to be adequate to enable Internal Audit to accomplish its objectives.  The result of this periodic assessment is communicated to the Chairman of the Audit Committee and CEO.

Audit Records:

Access to and control of audit records is the responsibility of the CAE.  Approval from XYZ Organization executive management will be obtained before releasing records to parties outside the organization.  Exception:  CAE has the authority to release records to the external auditors.

Follow-Up:

(Insert Audit Follow-Up Responsibilities)

Quality Assurance & Improvement Program:

CAE will develop, maintain and monitor the effectiveness of a quality assurance and improvement program (QA&IP).  Objectives of the program are to provide evidence Internal Audit is:

(Insert QA&IP Objectives)
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