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BRECKLAND COUNCIL 
INTERNAL AUDIT STRATEGY FOR 2011/12 

 
 
1 INTRODUCTION AND OVERVIEW 

1.1 The objectives of Breckland Council’s Internal Audit Strategy are set out in 
Internal Audit’s Terms of Reference, although they can essentially be 
summarised as follows: 
‘To deliver a risk-based audit plan in a professional, independent manner, to 
provide the organisation with an opinion on the level of assurance it can place 
upon the internal control environment, systems of risk management and 
corporate governance arrangements, and to make recommendations to 
improve these provisions, where further development would be beneficial’. 
 

1.2 Internal Audit’s Terms of Reference are reviewed annually by the Head of 
Internal Audit and then presented to the Audit Committee for formal approval.   
The Audit Committee endorsed the Terms of Reference for 2010/11 on 14 
January 2010, whereas the Terms of Reference for 2011/12 are attached 
today (14 January 2011) for appropriate consideration and approval.    

 
1.3 In accordance with contractual arrangements - each year, an Audit Needs 

Assessment is completed by the Head of Internal Audit or the Deputy Audit 
Manager as part of the audit planning process, culminating in the 
development of a rolling 5-year Strategic Audit Plan, with an Annual Audit 
Plan being extracted from the latter for adoption in the succeeding financial 
year.  

 
1.4 A Computer Audit Needs Assessment is also performed on a 3-yearly basis 

by the Internal Audit Services contractor, and the outcomes of this exercise 
additionally feed into the rolling 5-year Strategic Audit Plan and the Annual 
Audit Plan for the new financial year. 

 
 
2 WHAT THE INTERNAL AUDIT STRATEGY SETS OUT TO ACHIEVE 

2.1 The purpose of the Internal Audit Strategy is to establish the nature of the 
methodology to be adopted by Internal Audit to facilitate: 
§ How the service will be delivered to the Council. 
§ The provision to the Assistant Director, Finance (as Section 151 Officer) 

of an audit opinion each year concerning the Council’s systems of internal 
control, including risk management and corporate governance 
arrangements. 

§ Ensuring that appropriate evidence has been collected in support of the 
opinions expressed, after which the latter should be used to inform the 
authority’s Annual Governance Statement. 

§ The audit of the Council’s systems of internal control and risk 
management, and corporate governance arrangements through Strategic 
and Annual Audit Plans is undertaken in a way that affords suitable 
priority to the Council’s objectives and risks. 



§ Audit resources have been appropriately identified to deliver an Internal 
Audit Service, which meets required professional standards, provides 
acceptable minimum levels of audit coverage and optimises the use of 
audit time available. 

§ Providing annual scrutiny of the fundamental financial systems to provide 
assurance that the proper arrangements for financial control are in place, 
work which External Audit can then place reliance upon. 

§ Supporting senior management at the Council as much as possible and 
adding value. 

 
3 DEVELOPMENT OF THE CURRENT INTERNAL AUDIT STRATEGY 
3.1 The formation of the present Internal Audit Strategy has experienced some 

variances from the format used in prior years.  Although the strategy remains, 
as before, risk driven, the primary issues to the Council at present are the 
ongoing need to deliver financial savings and legislative changes, and the 
risks that arise in consequence.  As a result, greater earlier consultation with 
the Council’s Section 151 Officer has been undertaken to evaluate potential 
changes to services, ahead of undertaking a full Audit Needs Assessment 
that incorporates existing knowledge of the changed environment the Council 
faces.  In undertaking the Audit Needs Assessment, we have also considered 
a number of core documents that enhance our understanding of the audit risk 
environment at the Council, including: 
 
Corporate Documentation 

• The Statement of Accounts and Annual Governance Statement, 2009/10 

• The Strategic and Combined Operational Risk Register 2010/11 as at 
December 2010 

• The Medium Term Financial Strategy and Capital Strategy, presented to 
Cabinet in July 2010 

• Update on the Treasury Management Strategy, Presented to Cabinet in 
September 2010 

• Papers on the Opportunities with South Holland, for Cabinet, July 2010 
and September 2010 

• Shared Management Project Paper for Joint Consultative Committee,  
December 2010  

• Joint Report to Breckland and South Holland Councils on Joint 
Management Arrangements, December 2010 

• Ongoing review of minutes and associated reports of key meetings of the 
Council, including Full Council, Cabinet, Overview and Scrutiny 
Commission and Audit Committee 

 
Audit Commission Documentation 

• Audit Opinion Plan, 2009/10, dated March 2010 

• Annual Report on the Certification of Claims and Returns, 2008/09, dated 
February 2010 

• Annual Governance Report 2009/10, dated September 2010 
 
 

 



Other Documentation 

• On an ongoing basis, Internal Audit maintains an oversight of issues that 
may affect the audit risk the Council faces; this includes attending training 
events, and subscriptions to newsletters, TIS online etc 

• A comparative benchmarking exercise undertaken in October 2010 to 
compare the relative size of the Audit Plans of Councils within Norfolk 
Audit Consortium, including Breckland, to other local Councils, and the 
proportion of time afforded to different types of audit coverage.   

 
3.2 Seven key risk factors have then been applied to potential auditable areas 

and their impact on the organisation evaluated in terms of: 

• Materiality – the value of annual direct income/expenditure associated 
with the systems/activities; 

• Materiality – an estimate of the number of transactions processed by the 
systems/activities per annum; 

• Significance – the significance of the systems to the objectives and 
activities of the Council; 

• Complexity of the organisation’s systems/activities in terms of their 
operation and auditability; 

• Modifications to the organisation’s systems/activities or the likelihood of 
changes (i.e. new arrangements) being introduced within the duration of 
Audit Plans being put forward; 

• Inherent risk, i.e. the likelihood of threats, error or malpractice to the 
organisation, because of the nature of its business activity, the regulatory 
framework, its size, its growth, its history, etc; and, 

• Profile of auditable areas, reflecting on the political sensitivity of the 
systems/activities. 

 
3.3 With reference to inherent risk, the Audit Needs Assessment is cognisant of 

those areas where there is a higher incentive, motivation and rationalisation 
to commit a fraudulent or corrupt act, e.g. 
o Housing Benefits 
o Provision of Discounts (e.g. Council Tax Discounts) 
o Awarding of Grants – Community Grants and Private Sector Housing, and 

other similar “direct” payments 
o Cash Collection 
o Credit Income 
o Creditor Payments 
o Contracts and Procurement 
o Loans and Investments 
o Payroll, Expense Claims and Recruitment 
o Disposal of Assets 
o Awarding of Planning Consents 
o Awarding of Licences 
o Gifts and Hospitality 

 
3.4 The risk factors have been weighted to produce a risk score, expressed as a 

percentage that is, in turn, translated into a risk rating of Very High, High, 
Medium or Low.   Once risks have been categorised, it is then possible to 
determine the frequency with which areas identified, should be subject to 
audit scrutiny.   Low risk systems will be examined on a 5-yearly cycle.   
Medium risk assessed systems should be reviewed on a 3-yearly basis.   
High risk areas will be audited on a 2-yearly basis, and Very High areas will 
be scrutinised on an annual basis. 



3.5 Added to our assessment, we have had to be mindful of ongoing changes 
within the Council throughout the year.  The most immediate impact of this 
has been the deferment of the audit of the cash receipting application to 
2011/12, due to delays in the testing of the new application.  However, as will 
be further explored in section 5 below, we have also been aware of the work 
to share management, and subsequently services, with South Holland 
Council. 
 

3.6 As mentioned previously in paragraph 1.4, a Computer Audit Needs 
Assessment is also performed by the Internal Audit Services contractor in 
parallel to the Audit Needs Assessment work carried out by the Head of 
Internal Audit or the Deputy Audit Manager.   The Computer Audit Needs 
Assessment effectively evaluates the key risks affecting the IT environment 
within the Council and having identified risk priority ratings, it is then possible 
to use this information to populate a Strategic Computer Audit Priority 
Analysis and Annual Computer Audit Plans.   This exercise was carried out at 
the end of November 2010, following determination as to the future of the IT 
service at the Council.  The results of this exercise are yet to be finalised, 
although the IT Manager has been made aware of the key themes arising 
from the review.  At present, initial provision of 40 days has been allocated 
per year (50 days in 2011/12 due to the deferment of the cash receipting 
application audit). However, we will await the outcomes of the needs 
assessment before finalising this aspect of the plan, and will present the 
results to the Committee in March 2011. 



 
4 FORMULATION OF THE STRATEGIC AND ANNUAL AUDIT PLANS 

 
4.1      As noted above, prior to the completion of the Annual Audit Needs 

Assessment for 2011/12, initial considerations were discussed with the 
Section 151 Officer on 7 October 2010.  Following completion of the 
assessment, no significant changes were made to the Strategic Plan, which 
has subsequently been re-circulated to the Section 151 Officer.  The Strategic 
and Annual Plans and accompanying Strategy, Terms of Reference and 
Code of Ethics, have also been shared with the Council’s Management Team 
in December 2010.  As a consequence of input from management, it has 
been possible to confirm acceptance of the Strategic Audit Plan, consider 
additional requirements where appropriate, and confirm the composition of 
the Annual Audit Plan for 2011/12, with indicative timings for carrying out the 
relevant reviews. 

 
4.2 In formulating the Audit Plan, it was recognised that the Council’s 

arrangements for delivering shared services would present audit risks in itself.  
As such, the envisaged review of corporate governance in 2011/12 has been 
altered to incorporate elements of change control mechanisms.  Although the 
Strategic Audit Plan envisages a departure to a 2-yearly review from 2012/13 
onwards in respect of this area, the situation will be reviewed on an ongoing 
basis when undertaking the Annual Needs Assessment for 2012/13. 

 
4.3 Historically, the Head of Internal Audit has provided 3 opinions to the authority 

– the statutory opinion, required by the Accounts and Audit Regulations, in 
respect of the systems of internal control, and two further opinions; in respect 
of corporate governance and risk management (these latter two opinions are 
not statutory).  However, the new approach of focusing on change control in 
2011/12, and 2-yearly reviews from 2012/13, will mean that an annual opinion 
can no longer be given in respect of corporate governance and risk 
management. 

 
4.4 However, corporate governance and risk management are core elements of 

the Council’s overall systems of internal control.  For example, if risks are not 
properly identified, the Council may not implement appropriate control 
systems to manage these risks.  As a result, even though separate audit 
opinions have been given in the past, the single opinion on the system of 
internal control given in the future will still be reflective of the Council’s 
corporate governance and risk management arrangements.  This approach is 
consistent with CIPFA’s recent Statement on the Role of the Head of Internal 
Audit, issued in December 2010, which advocates one annual audit opinion. 

 
4.5 In considering this change to a single, annual opinion, we have been mindful 

of the fact that the Council has historically received positive assurances in the 
area of governance and risk management, both from ourselves, as Internal 
Auditors (in 2009/10 we issued a “good” opinion and raised no 
recommendations) and the Council’s External Auditors, who have not 
qualified their value for money conclusion in this area.   

 
4.6 Once the relevant Audit Plans have been agreed with the Audit Committee, 

the Head of Internal Audit or Deputy Audit Manager will instruct the Internal 
Audit Service contractor (Deloitte Public Sector Internal Audit Ltd) to adopt 
the Annual Audit Plan as their work programme for 2011/12 

 



5 REVIEWING PLANNED AUDIT COVERAGE TO ENSURE ITS ON-GOING 
ADEQUACY AND TO SUPPORT THE ADVANCEMENT OF SHARED 
SERVICES, WHERE APPLICABLE 

5.1 Audit Planning is a dynamic process and the current turbulence experienced 
by local authorities, operating in a rapidly changing financial and legislative 
environment, has only heightened the risks faced by Audit when establishing 
an Strategic and Annual Audit Plans.   As a consequence, Internal Audit 
Plans are continually monitored by the Head of Internal Audit and/or Deputy 
Audit Manager to ensure that they remain timely and comprehensive in their 
proposed coverage.   Throughout the coming year therefore, the Plans may 
have to be amended to reflect any changing priorities that might surface and 
possibly, have to react to existing risks that may subsequently escalate, 
diminish, disappear or be superseded by new risks, as they affect Breckland 
Council.   For this reason, flexibility will be shown towards planned audit 
coverage, to ensure that it is constantly responsive to changing needs and 
new requirements. 

 
5.2 One of the core areas for consideration when forming our plans has been the 

ongoing work to form a shared management team with South Holland 
Council, and the consequent implications that this new working arrangement 
may have on service delivery.  At present, there are no formal plans to deliver 
a single, shared service or re-model service delivery at Breckland Council, 
and therefore we have not sought to revise our plans in anticipation of such 
changes.  However, we will carefully monitor the situation and, where 
necessary, adapt our plans accordingly.  The Terms of Reference, Strategy 
and Audit Plans presented to the Committee are reflective of the revised 
management structure endorsed by the paper on the Proposal for Joint 
Management Arrangements, presented to Full Council on 16th December 
2010. 

 
5.3 Any changes to the Audit Plans that arise during the year, will, as outlined in 

the Terms of Reference for Internal Audit (Appendix 1) be approved in 
conjunction with the Assistant Director, Finance, and subsequently 
communicated to members through Internal Audit Progress Reports. 

 
 

6 AREAS NOT CONSIDERED FOR AUDIT SCRUTINY 
6.1 In undertaking our review of the Council’s Audit Needs, we have identified 

that the Council have assessed strategic and operational risks which we do 
not intend to scrutinise.  These risks, and the reasons as to why Internal Audit 
will not be providing assurances in these areas, are identified below.   

• Risks SR01 (Failure to achieve budgeted efficiency savings), SR07 
(Medium Term Financial Strategy achievement), FS05 (IFRS), FS 10 
(Statement of Accounts Production), FS13 (Leases classification under 
IFRS) – the scope of work that would be required to evaluate the controls 
operating in respect of these risks would fall within the remit of the Council’s 
External Auditors, the Audit Commission, when auditing the statement of 
accounts and providing a conclusion on the Council’s arrangements to 
provide Value for Money.  As such, further work by Internal Audit would be 
duplication. 

• Risks SR06 (NNDR dispute on PFI contract) and FS11 (challenge to 
reimbursement on Concessionary Bus Fares Scheme) – the Council is 
seeking specialist advice on both of these issues; as such, further Internal 
Audit scrutiny into these matters is not appropriate at present. 



• SR14 (Pension Fund contributions) – the Council’s pension fund is 
operated by Norfolk County Council, which has its own auditing 
arrangements.   

• SR13 (Health and Safety Plan delivery) – we do not undertake audits of the 
Council’s management of health and safety, largely as a result of the most 
significant aspects (office cleaning, waste services, leisure centres) being 
outsourced to third parties.  However, we will continue to monitor associated 
risks and provide audit coverage if necessary. 

• ARPT03 (acquisition of ARPT), ARPT05 (Financial Management of 
ARPT), ARPT06 (Asset transfer to ARPT), ARPT07 (ARPT acting ultra 
vires), ARPT08 (Data loss by ARPT) – Although elements of the operation 
of ARPT (e.g. recharges between ARP and ARPT) are assessed in our 
annual audit of ARP governance arrangements, we do not have jurisdiction to 
provide assurances in respect of ARPT. 

• P&P02 (status of “achieving” in equalities framework) – We do not 
undertake audits of compliance with the equalities framework, as this is 
subject to separate, independent assessment 

• P&P05 (identifying efficiencies) – as above, the Council’s arrangements to 
obtain Value for Money is subject to separate, independent assessment by 
the Audit Commission.  In addition, the Government has recently removed the 
need to report in respect of NI 179 (value for money indicator) and as such 
audit scrutiny to this indicator would be inappropriate. 

 


