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The Internal Audit charter 

This Internal Audit Charter is the framework within which the internal audit function operates and 

formalises the arrangements approved by the Audit Committee for the internal audit service provided by 

our outsourced provider. 

Definition of Internal Audit 

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.  

The Internal Audit Service is designed to meet the mandatory elements of the International Professional 

Practices Framework published by the Institute of Internal Auditors, the mandatory elements being the 

Definition of Internal Auditing, the Code of Ethics, the International Standards for the Professional 

Practice of Internal Auditing, and the Core Principles for the Professional Practice of Internal Auditing. 

Roles and responsibilities of Internal Audit 

The objectives of internal audit are to assist all levels of management and the Audit Committee in the 

effective discharge of their responsibilities relating to risk management and internal control by providing 

appraisals, management actions, and other relevant information concerning the activities of Darlington 

Building Society. Internal Audit also aim to promote effective internal control at a reasonable cost and to 

facilitate the risk management process throughout the organisation and help embed this process. The 

respective responsibilities of the Internal Audit Engagement Leader and Darlington Building Society are 

set out below. 

Role and responsibilities of the Internal Audit Engagement Leader: 

The key role of internal audit is to assist Darlington Building Society in discharging its governance 

responsibilities. The Internal Audit Engagement Leader, will ensure: 

– The independence, objectivity and integrity of the internal audit service, as well as the individual 

independence, objectivity and integrity of members of the internal audit team; 

– The development of an annual internal audit plan. In conjunction with Darlington Building Society, 

Internal Audit will establish a strategy to determine the priorities for internal audit work which are 

consistent with the organisation’s objectives. From this strategy, risk-based annual internal audit 

plans will be determined. These will outline the assignments to be carried out in any one year, their 

respective priorities and the estimated resources needed. The Annual Internal Audit Plan will be 

flexible and kept up to date with the organisation and its changing risks and priorities and ensure it 

provides insight and is future focussed. Any changes to the plan will be reported to the Audit 

Committee for approval; 

– Internal audits are planned and conducted in a manner designed to fulfil the objectives as approved 

by the Audit Committee and that high standards and a consistent approach are adopted by internal 

audit staff; 

– All members of the internal audit team have the skills, experience and competencies needed to 

deliver an effective internal audit service. This includes the need to ensure the continuing 

professional development of all members of the team; 
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– The implementation of a quality assurance programme, compliance with internal and external 

assessments, and delivery of arrangements to ensure the continued improvement of the internal 

audit service; 

– Compliance with all relevant international standards for the professional practice of internal 

auditing; 

– The reporting of key findings and management actions arising following internal audits to the 

managers responsible for the area being audited, to the Chief Risk Officer and to the Audit 

Committee; 

– Regular and appropriate liaison with external audit to ensure optimal internal audit coverage to 

Darlington Building Society; 

– The delivery of an annual internal audit report that can be used by Darlington Building Society to 

inform its governance statement. The annual report will incorporate a summary of the work 

performed in the year; and the results of the performance against the agreed KPIs. 

Roles and responsibilities of the Internal Audit Manager: 

The Internal Audit Manager is responsible for maintaining effective Internal Audit activity on an ongoing 

basis. This includes: 

– Monitoring and reviewing the effectiveness of the internal audit function, including reviewing and 

assessing the Annual Internal Audit Plan and its progress; 

– Ensuring the Internal Audit team is adequately resourced, has appropriate reporting lines, and enjoys 

appropriate standing within the organisation; and, 

– Consideration of management’s response to internal audit proposed management actions and 

progress in their implementation. 

Independence and objectivity 

Internal Audit will report to the Chair of the Audit Committee and will have day-to-day administrative 

reporting to the Chief Risk Officer (the “Internal Audit Sponsor”). 

The Internal Audit Engagement Leader also has direct access to the Chair of the Audit Committee, to 

whom all significant concerns relating to the adequacy and effectiveness of risk management activities, 

internal control and governance are reported.  

The threats to independence that theoretically exist are detailed below: 

– Self-interest, where an interest in the outcome of their work or in a depth of relationship with 

Darlington Building Society may conflict with the internal auditors’ objectivity; 

– Self-audit, where the internal auditors may be checking their own colleagues work and might feel 

constrained from identifying risks and shortcomings; 

– Advocacy, which may be present in engagements but could become a threat if an internal auditor 

becomes an advocate for an extreme position in an adversarial matter; and 

– Familiarity or trust, where the level of constructive challenge provided by the internal auditor is 

diminished as a result of assumed knowledge or relationships that exist. 
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Where independence is impaired in fact or appearance, the Internal Audit Engagement Leader will 

report the details to the Chair of the Audit Committee. The nature of the disclosure will depend upon the 

impairment. 

Fraud and irregularities 

It is a management responsibility to maintain systems and to ensure that resources are properly applied 

in an appropriate manner on approved activities. This includes responsibility for the prevention and 

detection of fraud and other illegal acts. 

Internal audit staff shall have regard to the possibility of such malpractice and should seek to identify 

serious defects in internal control which might permit the occurrence of such events. 

The Internal Audit Engagement Leader should be advised of any discovery or suspicions of malpractice by 

management or the Audit Committee. Likewise, the Internal Audit Engagement Leader is responsible for 

notifying management or the Audit Committee in the event of internal audit staff discovering evidence 

or suspicion of malpractice. Darlington Building Society shall determine any action to be taken. 

Liaison with other auditors 

The internal audit function extends to activities which should be of interest and benefit to the external 

auditors of Darlington Building Society; in particular through the review and evaluation of financial 

systems and investigations relating to key business risks. 

Internal audit plans and assignment reports shall be made available to the external auditors on a regular 

basis to actively plan and avoid: 

— Clashes in audits; 

— Duplication of effort; 

— Unnecessary disruption to business and supporting areas. 

Periodic meetings will be held between internal audit staff and the external auditors to discuss liaison 

matters and ensure an appropriate dialogue to identify, and take action on, areas where liaison can 

achieve time savings or improved performance.  

Internal audit working papers will be made available to external audit for review at mutually convenient 

times. 

Operating principles – the assignment process 

Internal Audit will utilise a risk-based approach to the individual audits in line with the internal audit 

methodology. This involves: 

— Identifying the risks that may impact on the systems achieving their objectives; 

— Identifying and evaluating the systems of internal control designed by management; 

— Compliance testing of the operation of controls; and 

— Making appropriate proposed management actions and advising management on how systems of 

internal control may be streamlined or strengthened. 

Reporting 
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On completion of individual internal audits, Internal Audit will produce a report for management that will 

outline the objectives and scope of work, risks considered during the internal audit, an assessment of the 

effectiveness of internal controls and proposed management actions for improvements. Each report will 

include an action plan. 

Following completion of the internal audit work for the year, Internal Audit will produce an annual 

report. This will summarise the work done and will provide an overall conclusion in respect of risk, 

control and governance arrangements. This report will also provide annual confirmation to the Audit 

Committee, the independence of the internal audit activity and a self-assessment on the internal audit 

activity as regards consistency with the Audit Charter. 

Quality Assurance Framework 

Having quality assurance embedded into all operating procedures is a key objective so that Internal Audit 

achieve delivery excellence. The Quality Assurance Framework underpins the Internal Audit methodology 

of the outsource provider. The Internal Audit service provider: 

— Recruits the best people and provide continual training and career advancement plans. 

— Uses the same methodologies for consistency across their network. 

— Utilises electronic audit software that has built in supervisory checks. 

— Provides senior supervisory review to all deliverables before you see them. 

— Continually monitors performance against robust KPIs. 

— Has independent teams reviewing delivery team adherence against a QA framework. 

The Engagement Leader will discuss with the Audit Committee the procedure for monitoring the 

performance of Internal Audit on a regular basis. 

 

This Internal Audit Charter was approved in November 2021 by: Audit Committee 

 

 

 

 

 

 

 

 

 

 

 

 


