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PREFACE

We aim to be an effective organisation. Having appate governance structures including sound risk
management and internal audit processes is on@fashieving this.

Internal audits are an integral part of the Ombuwatsmcorporate governance framework. This charter
provides the framework for the conduct of the in&audit function in our office and has been appdoby
the Ombudsman on the advice of the Audit and RskQittee.

PURPOSE OF INTERNAL AUDIT

Internal audit is an independent, objective assigamd consulting activity designed to add valwe an
improve an organisation's operations. It helpsrgamsation accomplish its objectives by bringing a
systematic, disciplined approach to evaluate anmtorre the effectiveness of risk management, coraral
governance processes.

Internal audit provides an independent and objectview and advisory service to:

* provide assurance to the Ombudsman, Senior Managdrthe Audit and Risk Committee, that the NSW
Ombudsman’s financial and operational controlsigiesi to manage the organisation’s risks and aehiev
our objectives, are operating in an efficient, effifee and ethical manner, and

* assist management in improving our business pedncm

INDEPENDENCE

Independence is essential to the effectivenedseahternal audit function. Internal audit activityst be
independent, and internal auditors must be objedtiperforming their work. Internal auditors mhatve an
impartial, unbiased attitude and avoid any cordlwf interest.

The internal audit function has no direct authooityesponsibility for the activities it reviewshd internal
audit function has no responsibility for developargmplementing procedures or systems and does not
prepare records or engage in original line proogsiinctions or activities.

The internal audit function is responsible on a aglay basis to the Chief Audit Executive.

The internal audit function, through the Chief Augxecutive, reports functionaltp the Audit and Risk
Committee on the results of completed audits, andtfategic direction and accountability purposesl
reports administrativelfo the Ombudsman to facilitate day to day openatio

AUTHORITY AND CONFIDENTIALITY

Internal auditors are authorised to have full, fred unrestricted access to all functions, premessets,
personnel, records, and other documentation aodmation that the Chief Audit Executive considers
necessary to enable the internal audit functioméet its responsibilities.

All records, documentation and information accesseabe course of undertaking internal audit atitgi are
to be used solely for the conduct of these aatizitlhe Chief Audit Executive and individual int@raudit
staff are responsible and accountable for mainmtgittie confidentiality of the information they reeeduring
the course of their work.

All internal audit documentation is to remain thregerty of the NSW Ombudsman, including where imaér
audit services are performed by an external thardyprovider.

ROLESAND RESPONSIBILITIES

The internal audit function must evaluate and cbuate to the improvement of governance, risk mansegt,
and control processes using a systematic and tirsmipapproach.

In the conduct of its activities, the internal addnction will play an active role in:



developing and maintaining a culture of accountigtéind integrity

facilitating the integration of risk managemenbiday-to-day business activities and processes, and

promoting a culture of cost-consciousness, sekssrent and adherence to high ethical standards.

Internal audit activities will encompass the foliog areas:

1.

Risk management

evaluate the effectiveness of, and contribute édrtiprovement in, risk management processes

provide assurance that risk exposures relatinggmtganisation's governance, operations, and
information systems are correctly evaluated, inicigd

o reliability and integrity of financial and operatial information
o effectiveness, efficiency and economy of operatiansl
0 safeguarding of assets

evaluate the design, implementation, and effectéserof the organisation's ethics-related objectives
programs, and activities

assess whether the information technology govemahthe organisation sustains and supports the
organisation's strategies and objectives

Compliance
compliance with applicable laws, regulations anlicjes
Performance improvement

the efficiency, effectiveness, and economy of tht#tyés business systems and processes.

ADVISORY SERVICES

The internal audit function can advise senior managnt on a range of matters including:

1.

New programs, systems and processes

providing advice on the development of new program processes and/or significant changes to
existing programs and processes including the dedigppropriate controls

Risk management

assisting management to identify risks and devegkomitigation and monitoring strategies as pathe
risk management framework

Fraud control

evaluate the potential for the occurrence of frand how our office manages fraud risk
assisting management to investigate fraud, idethyrisks of fraud and develop fraud preventiod an
monitoring strategies.



AUDIT SUPPORT ACTIVITIES
The internal audit function is also responsibledssisting the Audit and Risk Committee to dischatg)
responsibilities.

e assisting the Audit and Risk Committee to dischédiigeesponsibilities
» developing the strategic internal audit plan anditaoing progress of internal audit activities agaithe
plan.

SCOPE OF INTERNAL AUDIT ACTIVITY

Internal audit reviews cover all programs and dtidis of the NSW Ombudsman. Internal audit activity
encompasses the review of all financial and noarfamal policies and operations.

STANDARDS

Internal audit activities will be conducted in amtance with relevant professional standards inolgtdi

» International Standards for the Professional Rracif Internal Auditing issued by the Institutelmternal
Auditors
» Standards issued by Standards Australia and teenktional Standards Organisation.

In the conduct of internal audit work, internal @wdaff will:
» comply with relevant professional standards of cand
» possess the knowledge, skills and technical peofimy relevant to the performance of their duties
» be skilled in dealing with people and communicatioglit, risk management and related issues eftdygtiv
» exercise due professional care in performing ttieiies.

RELATIONSHIP WITH EXTERNAL AUDIT

Internal and external audit activities will be cdimiated to help ensure the adequacy of overalt @ogierage
and to minimise duplication of effort.

Periodic meetings and contact between internakaternal audit shall be held to discuss matterautfial
interest and facilitate coordination.

External audit will have full and free access idrakrnal audit plans, working papers and reports.

PLANNING

The internal auditors in consultation with the GHiadit Executive will prepare, for the Audit andsR
Committee’s consideration, an internal audit anawalit work plan in a form agreed with the Comnaitte

REPORTING

The Chief Audit Executive will report to each meetiof the Audit and Risk Committee on:

audits completed
progress in implementing the annual audit work péand
the implementation status of agreed internal anereal audit recommendations.



The internal audit function will also report to thedit and Risk Committee at least annually ondterall
state of internal controls within the office and/@ystemic issues requiring management attentisacdan
the work of the internal audit function.

ADMINISTRATIVE ARRANGEMENTS
Any change to the position of the Chief Audit Exieeior outsourced providers will be approved by th
Ombudsman in consultation with the Audit and Riskrtnittee.

The Chief Audit Executive will arrange for an imat review, at least annually, and a periodic iretel@nt
review, at least every five years, of the efficieand effectiveness of the operations of the irsteandit
function.

The internal audit provider will meet with the Atdind Risk Committee separately at least once @ar. y

When the internal auditor provider is present ateting of the Audit and Risk Committee, they w#l afforded
the opportunity to speak with the Committee in canmethere are any issues they would like to rangerivate.

REVIEW OF THE CHARTER

This charter will be reviewed at least annuallytiby Audit and Risk Committee. Any substantive clesng
will be formally approved by the Ombudsman on #h@mmendation of the Audit and Risk Committee.

OMBUDSM AN APPROVAL

A A& N

Bruce Barbour
OMBUDSMAN



