
BRECKLAND COUNCIL 

Report of the Head of Internal Audit in consultation with the Chair of the Audit 
Committee to the  

AUDIT COMMITTEE – 25 June 2010 

ANNUAL REPORT OF THE AUDIT COMMITTEE 

1.        Purpose of the Report 

1.1 The Terms of Reference of the Audit Committee, as approved by Council on 6 
December 2007, require a formal annual report on the Committee’s work and 
performance during the year to be presented to full Council. 

1.2 The purpose of this report is therefore to summarise the work of the Audit 
Committee during 2009/10, confirm that it has operated in accordance with its 
original Terms of Reference, complied with best practice as contained within ‘A 
Toolkit for Local Authority Audit Committees’ (published by the Institute of Public 
Finance Ltd in 2006) and demonstrated effective challenge during its 7 meetings 
in year. 

1.3 Thus, this report looks back over 2009/10 and examines the range of reports 
which have been brought to the attention of the Committee by various parties, 
including Internal Audit, External Audit and senior management.   The report also 
seeks to acknowledge the nature of focused training received in year by the 
Committee and further recognises action taken by the Committee to review its 
own effectiveness.  

 

2. Recommendation 
           It is recommended that the Audit Committee note and approve the contents of 

the Annual Report, and that this is then taken forward to full Council. 

3. Background 

3.1 Breckland Council’s Audit Committee has been meeting on a regular basis since 
20 February 2008, following approval of Terms of Reference for the Committee 
by full Council on 6 December 2007.  The Committee was established to enable 
it to play a key role in the delivery of corporate governance at the authority, 
improve internal control arrangements and thus enhance the Council’s Use of 
Resources score in this area, reduce the amount of financial information 
reviewed by the Overview and Scrutiny Commission, and allow for more 
specialist consideration to be given to Internal and External Audit related matters, 
and Risk Management provisions. 

3.2 This is the second Annual Report of the Audit Committee produced in line with 
the Terms of Reference of the Committee, and best practice as contained within 
‘A Toolkit for Local Authority Audit Committees’ published by the Institute of 
Public Finance Ltd in 2006.  This report provides a summary of the activities of 
the Audit Committee during 2009/10 and seeks to confirm that it has operated in 
accordance with best practice guidance. 



3.3   The Committee has met on 7 occasions in 2009/10, during which it has considered 
36 reports, 4 presentations and received verbal updates and/or entered into 
discussions on 4 items linked to the Governance Report and Use of Resources 
scoring by External Audit, the appointment of an Independent Member to the 
Committee and the need for Treasury Management training.  This body of work 
represents a considerable increase in activity compared with throughput the 
previous financial year – where 29 reports were reviewed; this increase is 
reflective of the value the Committee provides and the extent to which it is 
consulted over governance related matters. 

4. Membership and Attendance of the Audit Committee in 2009/10 

4.1  The 2008/09 Annual Report of the Audit Committee identified that the scheduling 
of 7 meetings in the year had placed additional demands on the membership of 
the Committee; as a result, the number of members appointed directly to the 
Committee was increased by one, with two members being formally appointed as 
Committee substitutes.  In addition, the Committee set in motion arrangements to 
recruit an Independent Member to provide additional expertise and support the 
quality of debate afforded to Committee reports.   The Independent Member was 
appointed from a shortlist of 3 candidates on 25 June 2009, has extensive 
experience of the public sector and high profile national organisations, and 
attended his first meeting of the Committee on 11 September 2009. 

4.2 During 2009/10, the Audit Committee has been well attended.   Taking into 
account the presence of permanent members, substitute members and the 
Independent Member at Committee meetings held in the course of 2009/10, a 
total of 39 out of 47 (83%) possible attendances have been recorded, equating to 
an increase of 8% on 2008/09 figures.  It is further noted that permanent 
members, when unable to attend, have regularly provided apologies and 
substitutes have been sent in their place.   In addition, members of the Council’s 
Cabinet have similarly supported the Committee, and provided a presence at 6 of 
the 7 meetings convened during the year. 

4.3 With reference to the quality of the membership, it is recognised that the Chair of 
the Audit Committee has considerable local government experience, whilst other 
Committee members are able to draw upon backgrounds in accountancy and 
administering/running local businesses.  There is also some cross membership 
between the Audit Committee and the Overview and Scrutiny Commission, 
whereby Councillor Kybird sits on both Committees. 

4.4 In September 2009, the Committee undertook a self-assessment exercise to 
review the effectiveness of its operational arrangements and assess the level of 
compliance being achieved in relation to best practice defined in the ‘Toolkit for 
Local Authority Audit Committees’. The outcomes were confirmed in a report 
considered by Committee on 11 November 2009.  Although a substantial level of 
compliance was noted, it was agreed that further action was required as follows: 

• Training was one of the first areas where members felt that more needed to 
be done, in terms of induction training and audit related issues.   The new 
Independent Member particularly required training on both counts as a 
matter of urgency and it was thus agreed that the Head of Finance and the 
Head of Internal Audit would undertake some one-to-one training sessions 
to ensure that the new appointee to the Committee had a greater 
understanding of financial arrangements at the authority, the role and 



objectives of internal audit and how the service was administered, together 
with a general overview of how the Council operated as a whole.  By 13 
October 2009, these targeted sessions had been undertaken. 

• There was also agreement to revisit individual member’s development plans 
to assess whether there were any gaps, where additional training would be 
beneficial. 

• No arrangements had been made for periodic private discussions with the 
Head of Internal Audit or the Audit Commission, in their role as External 
Auditors.  As a consequence, arrangements were established for twice-
yearly discussion sessions to be held.   The first of these discussions took 
place in January 2010 with the Head of Internal Audit providing sample 
questions for members’ use, which had been extracted from the ‘Toolkit for 
Local Authority Audit Committees’ 

• The External Auditors had not had regular interaction with the Committee, 
presenting and discussing their audit plans and the outcomes of their work.   
This has resulted in limited opportunity for the Audit Committee to assess 
the overall performance of the External Auditor or consider and approve 
their fees.  It was subsequently agreed by both the District Auditor and the 
External Audit Manager that more information would be brought to the 
Committee in the future to ensure full transparency of External Audit 
arrangements.   Thereafter, steps have been taken to strengthen working 
relationships with External Audit, such that the External Audit Manager now 
attends Committee meetings on a regular basis and, in January 2010, the 
Annual Audit Letter for 2008/09 was presented, followed in March 2010 by a 
report on the Certification of Claims and Returns. 

• The Committee did not have an approved work plan to identify future 
agenda items and potential other business that should be considered.  This 
has since been rectified by the introduction of a work programme in 
November 2009, which is revisited each time the Committee meets to 
ensure that items of business are appropriately identified against the cycle 
of future meetings. 

5. The Remit of the Audit Committee 

5.1 The remit of the Committee is clearly set out in its Terms of Reference.  In 
particular, the Audit Committee has a pivotal role in reviewing, challenging, 
developing, and where appropriate, approving: 

§ The Council’s internal control and assurance processes, as they feed into the 
organisation’s Annual Governance Statement, taking account of senior 
management self-assessment initiatives, as well as the work of Internal & 
External Audit and any other regulatory and/or inspection bodies; 

§ Financial Reporting arrangements culminating in the review of the Draft Annual 
Statement of Accounts; 

§ Risk management provisions operating at the Council; 

§ Anti fraud and corruption arrangements, including whistleblowing provisions by 
Councillors, officers, contractors and suppliers who interact with the Council, as 
well as members of the public; and, 



§ The framework for ensuring compliance with the Code of Corporate Governance. 

6. The Nature of Work Considered in Year 

6.1 Reports have been submitted to the Committee on a number of topics throughout 
2009/10, including: 

Internal Control and Assurance Processes – Management Related 

§ The Annual Report on Treasury Management for 2008/09; 

§ An update on the Treasury Management Strategy for 2009/10; 

§ The Treasury Management Policy and Strategy for 2010/11; 

§ The Draft Estimates for 2010/11 were provided for consultation purposes; 

§ Two reports informing the Committee as to the current status of Partnership 
Review Action Plans; 

§ A report on the Governance Arrangements for the Crime and Disorder Reduction 
Partnership;  

§ In addition to the reports presented by Internal Audit, management have provided 
two further reports on progress made in implementing Internal Audit 
recommendations; 

§ Commercial Property arrangements have been subject to detailed evaluation; 
and,  

§ There has been a review of the REV programme, and 2 months later, a 
REVACTIVE Project Quarterly Risk Monitoring Report was provided. 

Internal Control and Assurance Processes – Internal Audit Related 

§ The Head of Internal Audit’s Annual Report on Internal Audit Activity for 2008/09; 

§ Two reports outlining progress made in relation to the implementation of Internal 
Audit recommendations; 

§ A Mid Year Progress Report on the delivery of the Annual Internal Audit Plan for 
2009/10; 

§ Internal Audit’s Terms of Reference, Code of Ethics, Audit Strategy, Strategic 
and Annual Audit Plans, and Summary of Internal Audit Coverage for 2010/11; 
and, 

§ The Audit Protocol operating between Internal and External Audit. 

Internal Control and Assurance Processes – External Audit Related 

§ The Annual Governance Report for 2009/10; 

§ The Annual Audit Letter for 2009/10; and, 

§ The Certification of Claims and Returns for 2009/10. 



Financial Reporting Arrangements 

§ Draft and final versions of the Annual Governance Statement for 2008/09; and, 

§ Draft and final versions of the Statement of Accounts for 2008/09. 

Corporate Governance and Risk Management 

§ Reports have been received on the Council’s Risks and Risk Profile on a 
quarterly basis; 

§ A Report on the Strategic and Operational Risk Register for 2009/10; and, 

§ The Risk Management Strategy and Methodology. 

6.2 In addition, the Committee has received 4 presentations in year, covering such 
topics as the Performance Management System, International Financial 
Reporting Standards, and the REV project, as well as holding discussions on the 
appointment of an Independent Member, the outcomes from the Use of 
Resources Assessment and the provision of Treasury Management training. 

7. Overview of Key Issues Raised in Year 

7.1 The Council’s Use of Resources Assessment 

The January meeting of the Committee reviewed the Council’s Annual Audit 
Letter, which incorporated the Use of Resources Assessment.  The original 
assessment had been challenged by the Council, and upon appeal, several 
scores had already been revised; however, the members of the Audit Committee 
were still concerned that the judgements made did not reflect the fact that 
Council residents paid the lowest level of Council Tax in the country.  The overall 
score of 2 was extensively discussed, and the Audit Commission explained the 
reasons as to why the determinations in several areas had been made.   

7.2 The REVACTIVE Project 

At its meeting of 27 October 2010, Cabinet requested that the Audit Committee 
review and scrutinise the arrangements in place for the REVACTIVE project, 
prior to approval of a budget allocation of £228,000 by Full Council. 

Following a presentation and accompanying report on the potential benefits of 
the project, members challenged Council officers on a number of points, 
including: 

§ The benefits to the Council Tax payer from the project; 

§ The delivery of benefits deriving from the project and likelihood of these 
benefits arising;  

§ Potential competition for investment;  

§ Delays incurred in producing the project business plan; and, 

§ Other sources of funding for the project. 



The Committee was primarily concerned with the potential risks arising from this 
project and with this in mind, asked for a copy of the project risk assessment to 
be circulated.  Furthermore, in November 2009, the Committee requested 
quarterly monitoring reports although this requirement was then revised to the 
submission of 6-monthly update reports when the Committee met in March 2010.   
Thus, the Committee has been closely adhering to the remit given to it by 
Cabinet and has rigorously analysed project arrangements as the year has 
progressed.  The first of these Risk Monitoring Reports was made available in 
March 2010, and upon its receipt, the Committee exercised a high level of 
challenge to the financial and risk implications of the project.   Through providing 
this challenge, and ongoing monitoring, the Committee is clearly demonstrating 
the value it adds to the Council’s overall scrutiny arrangements through the 
expertise it provides. 

7.3 Treasury Management 

In light of the Council’s recent issues as a result of the Icelandic Banking Crisis, 
the Committee has continued to have an active role in reviewing the Council’s 
Treasury Management arrangements.  In order to aid full Council in fulfilling their 
statutory duty to approve the 2010/11 Council’s Treasury Management Policy 
and Strategy, the Committee had already pre-approved the document in January 
2010.   

Prior to the above, the Committee has also considered the Annual Report on 
Treasury Management 2008/09 in June 2009, examined a mid-year update on 
the Treasury Management Strategy for 2009/10 in September 2009, and has 
subsequently received training on Treasury Management in March 2010.  The 
Committee will be pleased to note that Internal Audit have provided a “good” 
assurance level to the Council’s Treasury Management provisions, as identified 
in the Head of Internal Audit’s Annual Report on Internal Audit Activity for 
2009/10. 

7.4 Risk Management 

Another area where the Committee has been active has been maintaining an 
overview of Risk Management processes.   An updated Risk Management 
Strategy and Methodology was examined by members in March 2010, and there 
have also been quarterly updates on the corporate risks – highlighting the overall 
risk profile of the Council and changes that have been made to individual risks.   

The Committee’s strong awareness of Risk Management was clearly 
demonstrated at the meeting of 29 September 2009, where it was determined 
that, in future, any reports with an accompanying Risk Register should have that 
Risk Register attached.  This was further reinforced through discussion of the 
REVACTIVE project, as above. 

8. Looking Ahead 

8.1 The 2009/10 review of the Committee’s effectiveness highlighted that there was 
still some way to go in ensuring that the Committee is fully operating in line with 
best practice.  Although the majority of gaps have been addressed, it is hoped 
that with further training provided, and additional private discussions with Internal 
and External Auditors, the Committee should be able to demonstrate full 
compliance.  This will be reinforced by the membership of the Committee, as 



adopted at the Annual Meeting of the Council, remaining constant during 2010/11 
and thus providing a high level of ongoing continuity for the Committee.  

9. Acknowledgements 

9.1 The Audit Committee would like to thank Council officers and the Internal and 
External Audit staff for their work throughout year, which has enabled the 
Committee to gain considerable understanding of the internal control 
environment, systems of risk management and corporate governance 
arrangements currently in place at Breckland Council, and respond proactively to 
all matters brought to its attention.  

10. Decision Sought 

10.1 The Audit Committee are requested to note and approve the Annual Report of 
the Committee, which should then be taken forward to full Council. 

11. Reasons for the Recommendation 

11.1 The development of an Annual Report and its presentation to full Council ensures 
compliance with best practice as identified in the publication – ‘A Toolkit for Local 
Authority Audit Committees’ and ensures the Committee is complying with its 
Terms of Reference. 

12. Conclusion 

12.1 This second annual report of the Audit Committee highlights that this Committee 
continues to play an important role in the Council’s scrutiny function.  It is a very 
active Committee, receiving a diverse range of reports that have been 
challenged, scrutinised and considered with a strong level of expertise and 
technical knowledge.  

13. Risk and Financial Implications 

13.1 Risk – The Committee’s ongoing review and challenge of Risk Management 
processes continues to ensure that the Council’s Risk Management provisions 
become well-embedded.   

13.2 Financial – There are no financial implications linked to this report. 

14. Legal Implications 

14.1 Equalities: None 

14.2 Section 17, Crime and Disorder Act 1998: None 

14.3 Section 40, Natural Environment and Rural Communities Act 2006: None 

14.4 Human Resources: None 

14.5 Other: None 



15 Alignment to Council Priorities 

15.1 The approval of the attached documentation will assist the Council in its pursuit 
of its priorities: 

• A safe and healthy environment 

• A well planned place to live which encourages vibrant communities 

• A prosperous place to live and work. 

16 Ward/Community affected 

16.1 Not applicable. 

 
Background Papers 
Not applicable 
 
Lead Contact Officer 
Name/Post: Mrs. Sandra C. King, Head of Internal Audit, South Norfolk Council 
Telephone: 01508 533863 
Email: scking@s-norfolk.gov.uk 
 
Key Decision Status (Executive Decisions only): 
This is NOT a Key Decision 
 
 


