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Introduction

The Public Sector Internal Audit Standards (PSIAS), issued jointly by CIPFA and CIIA, require internal audit providers to have in place an agreed Internal Audit
Charter.

The purpose of the Internal Audit Charter is to provide a formal document that defines the purpose of internal audit activity, its authority and its responsibility. It also
assists the Joint Audit Committee and senior management in fulfilling their oversight responsibilities in ensuring that the purpose, authority and responsibility of
internal audit activity is consistent with that set out in the standards.

The Joint Audit Committee has established that TIAA is a key component of Police and Crime Commissioner for Gwent and Chief Constable Gwent Police’s internal
assurance arrangements. This charter sets out the framework for the conduct and delivery of internal audit services provided by TIAA, and has been approved by
the Joint Audit Committee.

The Financial Management Code of Practice for the Police Service of England and Wales sets out the requirements for internal audit, and for Joint Audit Committee
for both Police and Crime Commissioners and Chief Constables. In fulfilling this requirement the Police and Crime Commissioner and Chief Constable should have
regard to the Public Sector Internal Audit Standards (PSIAS).

In addition to enabling the Police and Crime Commissioner and the Chief Constable to fulfil their requirements in relation to the relevant Accounts and Audit
Regulations, internal audit is needed to:

. satisfy the Police and Crime Commissioner and the Chief Constable that effective internal control systems are in place; and
. satisfy the external auditor that financial systems and internal controls are effective and that the Police Fund is managed so as to secure value for
money.

In accordance with the 'The Financial Management Code of Practice for the Police Service of England and Wales' the Police and Crime Commissioner and Chief
Constable have agreed to a shared Internal Audit Service which covers both bodies’.

Definition of Internal Audit

The PSIAS defines internal auditing as 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 main objective of the internal audit activity carried out by TIAA is to provide, in an economical, efficient and timely manner, an objective evaluation of, and
opinion on, the overall adequacy and effectiveness of the Police and Crime Commissioner for Gwent and Chief Constable Gwent Police ’s framework of governance,
risk management and control.
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Code of Ethics

TIAA’s provision of internal audit to the Police and Crime Commissioner and the Chief Constable will follow the principles set out in the Code of Ethics contained in
the PSIAS, which include integrity, objectivity, confidentiality and competency.

TIAA’s internal auditors are required to follow the rules of conduct laid down in the Code of Ethics as well as related TIAA guidance and professional requirements of
any professional body to which the auditor belongs.

TIAA applies on-going processes to prevent and detect breaches of the Code of Ethics; any identified breaches will be referred by the Head of Internal Audit to the
Joint Audit Committee.

Internal Audit Delivery

In line with PSIAS best practice, internal audit will report to the Joint Audit Committee or equivalent, and will provide an overall annual opinion on the adequacy and
effectiveness of the systems of risk management and internal control based on the work completed during the year to the PCC, the Chief Constable, and the Joint
Audit Committee.

Consultancy activities are only undertaken with distinct regard for potential conflict or interest. In this role we will act in an advisory capacity and the nature and
scope of the work will be agreed in advance and strictly adhered to. The objective of any consultancy work is to add value and improve governance, risk
management and control processes. Internal audit will never take or assume management responsibility.

Financial Regulations requires that “Internal Audit, and the Chief Finance Officer, shall be informed immediately by the Chief Constable, irrespective of whether the
matter is the subject of a criminal investigation, of any loss or financial irregularity or suspected irregularity, or of any circumstance which may suggest the possibility
of losses or irregularities, including those affecting cash, stores and other property for which the Commissioner is responsible”.

The Internal Audit Service will undertake the investigation of a reported or suspected fraud at the request of management. Terms of reference will be agreed for
each assignment. The Head of Internal Audit will recommend what audit resources are required for investigation.

The Police and Crime Commissioner and/or the Chief Constable can direct internal audit to carry out work to confirm that the control failures have been addressed
and where appropriate such work will be co-ordinated with the Professional Standards Department so as to ensure there is no compromise of any investigation
being carried out.

Financial Regulations requires that “The Assistant Chief Officer Resources shall ensure that serious losses and irregularities are reported to the Joint Audit
Committee”.

Internal audit must be independent of the activities that it audits so that it can give an unbiased opinion on controls. All TIAA audit staff are required to sign an
annual Declaration of Independence where they are required to disclose any potential conflicts of interest. Any potential conflicts declared by staff will be reviewed
by our Managing Director to ensure your service is independent.
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Head of Internal Audit

The internal audit service is provided externally by TIAA. The internal audit service is headed up by a designated Head of Internal Audit and this duty will be
discharged by an Audit Director from TIAA.

The Head of Internal Audit has operational responsibility for providing the function which requires independence in the planning and reporting processes and does
not have responsibility for providing or managing non-audit services.

Audit Planning

The Head of Internal Audit shall submit to senior management and the Joint Audit Committee an annual internal audit plan for review and approval, including risk
assessment criteria, budget and timings. The audit plan is developed based on a prioritisation of the audit universe using a risk-based methodology, and input from
senior management with Joint Audit Committee approval rather than direction. Any significant deviation from the formally approved audit plan shall be communicated
to senior management and the Joint Audit Committee for approval prior to commencement. Activity that falls outside the scope of the plan will not be undertaken
without express authorisation from the Assistant Chief Officer - Resources (Force) / Chief Finance Officer (Police and Crime Commissioner). The planning process
will take account of other assurance sources and co-ordinate relative audits as appropriate, including external audit.

The Head of Internal Audit will assess whether the resources available are sufficient to produce a robust opinion on the internal control environment. If the resources
are insufficient, this will be reported to senior management and the Joint Audit Committee.

Audit Scope

The scope of internal audit encompasses the examination and evaluation of the adequacy and effectiveness of the organisation's governance, risk management
process, system of internal control, and the quality of performance in carrying out assigned responsibilities to achieve the organisation's stated goals and objectives.

There are inherent limitations in any system of internal control and thus errors or irregularities may occur and not be detected by internal audit work. The following
limitations apply:

e Internal controls can only provide reasonable and not absolute assurance against misstatement or loss. The limitations on assurance include the possibility of
one or more of the following situations, control activities being circumvented by the collusion of two or more persons, human error, or the overriding of controls
by management. Additionally, no assurance can be provided that the internal controls will continue to operate effectively in future periods or that the controls will
be adequate to mitigate all significant risks that may arise in future.

e The responsibility for a sound system of internal controls rests with management and work performed by internal audit should not be relied upon to identify all
strengths and weaknesses that may exist. Neither should internal audit work be relied upon to identify all circumstances of fraud or irregularity, should there be
any, although the audit procedures have been designed so that any material irregularity has a reasonable probability of discovery. Even sound systems of
internal control may not be proof against collusive fraud.

e Managing the risk of fraud is the responsibility of management. Management is responsible for instituting appropriate measures to ensure that an adequate
system of control has been designed and is operational over all activities.
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e Management is responsible for informing the Head of Internal Audit of all instances of suspected or detected fraud in order that internal audit can evaluate the

impact of the fraud to inform the opinion on risk management, control and governance.

e Reliance will be placed on management to provide internal audit with full access to staff and to accounting records and transactions and to ensure the
authenticity of these documents.

e The matters raised in the audit reports will be only those that come to the attention of the auditor during the course of the internal audit reviews and are not
necessarily a comprehensive statement of all the weaknesses that exist or all the improvements that might be made. The audit reports are prepared solely for
management's use and are not prepared for any other purpose.

Audit Reporting

Following the conclusion of each audit a written report will be prepared. Management have an opportunity to formally respond to each report and detail the corrective
action taken or to be taken in regard to the specific findings and recommendations raised; response should include allocated responsibility and timeframes for
anticipated completion of each action and an explanation for any recommendations not addressed.

Individual assurance assignments are assigned audit opinions based upon a sound methodology and using accepted best practice. The opinions include:

Limited Assurance No Assurance

Based upon our findings the controls in Based upon our findings there is a
place are not sufficient to ensure that the fundamental breakdown or absence of core

Based upon our findings there is a series of

Based upon our findings there is a robust X
controls in place, however there are

series of suitably designed internal controls
in place upon which the organisation relies
to manage the risk of failure of the
continuous and effective achievement of
the objectives of the process, which at the
time of our review were being consistently
applied.

Follow up

Follow up arrangements are in place to ensure that management implement corrective actions within specified timeframes.

potential risks that they may not be
sufficient to ensure that the individual
objectives of the process are achieved in a
continuous and effective manner.
Improvements are required to enhance the
adequacy and effectiveness of the controls
to mitigate these risks.

organisation can rely upon them to manage
the risks to the continuous and effective
achievement of the objectives of the
process. Significant improvements are
required to improve the adequacy and
effectiveness of the controls.

providing assurance over the appropriateness of management’s monitoring of actions to address recommendations.

Escalation

internal controls such that the organisation
cannot rely upon them to manage the risks
to the continuous and effective
achievement the objectives of the process.
Immediate action is required to improve the
adequacy and effectiveness of controls.

Internal audit shall be responsible for

Where, in the opinion of TIAA, an issue arises which requires the urgent attention of the client, the matter will be reported to the Assistant Chief Officer - Resources
/Chief Finance Officer without delay.

Where an audit of a high priority area is unduly delayed by the Police and Crime Commissioner or the Chief Constable or by TIAA, this will be escalated to the
Assistant Chief Officer - Resources / Chief Finance Officer and the Chair of the Joint Audit Committee.
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External Audit Liaison

Effective working between internal and external auditors will help ensure effective and efficient audit coverage, resolution of mutual concerns and minimise
duplication of efforts.

Internal and external audit will meet periodically to:
e Plan the respective internal and external audits;
o Discuss potential issues arising from external audit work; and

e Share the results of significant issues identified during audit work.

Compliance with Standards

Public Sector Internal Audit Standards require that the Audit Function is subject to a quality assurance and improvement programme that must include both internal
and external assessments.

TIAA confirms that its processes, procedures and staff comply with the professional requirements set out in the PSIAS for all work undertaken. As well as a rigorous
internal review process undertaken on all work TIAA conducts, we also obtain the following external assessments:

o External independent review every five years to assess our compliance with the professional standards.

e Our audit process has been assessed and accredited by CQS, and is regularly assessed for compliance by 1SO accredited inspectors to maintain our 1ISO 9001
accreditation.

Resourcing

TIAA has a sufficiently large resource pool to ensure we can deliver the agreed audit plan, cover periods of absence and bring in additional specialist skills or expertise as
and when required to address critical issues in a timely way.

The Head of Internal Audit will be suitably qualified and experienced. Any change of Head of Internal Audit will be discussed with the Assistant Chief Officer Resources
and the Chief Finance Officer (PCC) and reported to the Joint Audit Committee. Your Head of Internal Audit is responsible for ensuring that suitably qualified and/or
experienced staff and other resources are applied to all work undertaken.
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Performance Management

TIAA embraces continuous monitoring of our internal audit services to drive continuous improvement. As part of this we:
e Carry out a client perception survey at least once a year; and
e Maintain a robust complaints and compliments process, embedded in our quality system.

The following Performance Targets will be used to measure the performance of internal audit in delivering the Annual Plan.

Area Performance Measure Target

Completion of Planned Audits 100%
Achievement of the plan

Audits Completed in Time Allocation 100%

Draft report issued within 10 working days of exit meeting 95%
Reports Issued

Final report issued within 10 working days of receipt of responses 95%
Professional Standards Compliance with PSIAS 100%

Authority

Subject to compliance with your security policies, TIAA internal audit staff are authorised to have full, free and unrestricted access to all functions, premises, assets,
personnel, records, and other documentation and information that the Head of Internal Audit considers necessary to enable internal audit to meet its responsibilities.
All employees are requested to assist internal audit in fulfilling its function in a timely manner. Internal audit shall also have free and unrestricted access to the
Police and Crime Commissioner, the Chief Constable, the Joint Audit Committee and all levels of management.

Documents and information given to internal audit during a periodic review will be handled in the same prudent and confidential manner as by those employees normally
accountable for them.

Requirements for detailed information needed on each assignment will be agreed with relevant senior management as part of our engagement planning process.
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Contacts

Vicky Davies — Director lan Sharp — Contract Director

TIAA TIAA

07980 787924 07855 829485

4 victoria.davies@tiaa.co.uk D4 ian.sharp@tiaa.co.uk

Approval

Approved this 9" day of March, 2016

Head of Internal Audit

Chair of the Joint Audit Committee

Assistant Chief Officer - Resources for the Chief Constable

Chief Finance Officer - for the Police and Crime Commissioner

This Internal Audit Charter will be reviewed on a regular basis by the Joint Audit Committee. Any substantive changes will be formally approved by the Joint Audit

Committee.
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