
BRECKLAND COUNCIL 
 
Report of the Internal Audit Consortium Manager 
AUDIT COMMITTEE – 15 February 2013 

INTERNAL AUDIT’S TERMS OF REFERENCE, PERFORMANCE INDICATORS, 
CODE OF ETHICS, STRATEGY, AUDIT PLANS, AND SUMMARY AUDIT 
COVERAGE INFORMATION FOR 2013/14 

  

1 Purpose of Report 
1.1 This report provides an overview of the stages followed prior to the formulation of the 

Strategic Audit Plan for 2013/14 to 2015/16 and the Annual Audit Plan for 2013/14.   
The Annual Audit Plan will then serve as the work programme and initial terms of 
reference for the Council’s Internal Audit Services Contractor, Deloitte Public Sector 
Internal Audit Ltd, and provide the basis upon which the Internal Audit Consortium 
Manager will subsequently give an Audit Opinion on Breckland Council’s systems of 
internal control for the year 2013/14. 

 
1.2 The report additionally aims to clarify the links between Internal Audit’s Terms of 

Reference, Performance Indicators, Strategy, and its Strategic and Annual Audit 
Plans, as well as detailing the way in which Internal Audit will operate at the Council 
in the year ahead.   Current Internal Audit provisions mirror requirements specified in 
the CIPFA Code of Practice for Internal Audit in Local Government and Statement on 
the Role of the Head of Internal Audit in Public Service Organisations.    However, 
from 1 April 2013 onwards, new Public Sector Internal Audit Standards will come into 
force which will supersede CIPFA’s Code of Practice.   Once detailed guidance is 
published, all aspects of service delivery will be reassessed to ensure that there is 
proper migration to the new requirements and  audit documentation will then be 
updated to reflect these revised obligations and how we will be responding to them 
and demonstrating compliance in the new financial year.    

 
1.3 In reviewing and approving the range of auditing documents attaching to this report, 

the Audit Committee is making appropriate provisions to ensure that the Internal 
Audit requirements as stated in the Accounts and Audit Regulations 2011 are being 
properly met, and due support is being given to securing an Internal Audit Service, 
which is compliant with professional standards.  

 

 

2 Recommendations 
 It is recommended that the Committee approve: 
2.1 Internal Audit’s Terms of Reference and Performance Indicators for 2013/14;  

Internal Audit’s Code of Ethics for 2013/14; 
Internal Audit’s Strategy for 2013/14; 
The Strategic Audit Plan for 2013/14 to 2015/16; 
The Annual Audit Plan for 2013/14 and, 
The Summary of Internal Audit Coverage for 2013/14. 
 

 
Note:  In preparing this report, due regard has been had to equality of opportunity, 
human rights, prevention of crime and disorder, environmental and risk management 
considerations as appropriate.  Relevant officers have been consulted in relation to any 
legal, financial or human resources implications and comments received are reflected in 
the report. 
 

3 Information, Issues and Options 
3.1 Background 

3.1.1 In accordance with statutory and best practice requirements, Internal Audit’s Terms 
of Reference, Performance Indicators, Code of Ethics and Strategy are revisited 
annually, and updated, where appropriate, after which an Annual Audit Needs 



Assessment is performed, which further informs the Strategic Audit Plan and enables 
it to be rolled forward by 12 months.   From this amended documentation, it is then 
possible to extract the Annual Audit Plan for the new financial year.  This report thus 
contains the outcomes of the review process that has been performed in Quarter 4 of 
2012/13 to determine the audit approach to be adopted in 2013/14.   The report 
furthermore seeks to demonstrate how each stage of the process followed links 
together, culminating in the formulation of an Annual Audit Plan for 2013/14, whilst 
also setting out the parameters within which the Internal Audit Services contractor will 
work alongside the Audit Management Team to deliver internal audit coverage at the 
Council throughout the forthcoming year.  

 

3.2 Issues 

3.2.1 When conducting the audit needs assessment exercise for 2013/14, Internal Audit 
has been ever mindful of the financial pressures facing the authority both currently 
and in future years.   To ensure that our resources are used to best advantage, not 
only to provide the requisite annual opinion to feed into the Council’s Annual 
Governance Statement for 2013/14 but also to add value and constructively support 
the organisation in the attainment of its corporate objectives, we have been liaising 
with our counterparts at St. Edmundsbury Borough Council who were nominated  to 
act as the Internal Auditors for the Anglia Revenues and Benefits Partnership, to 
ensure that we can utilise assurances arising from their work.   We have also been in 
contact with South Holland’s Internal Auditors (Audit Lincolnshire) to discuss potential 
areas where we might provide audit assurance to each other, but to date different 
models of service delivery at each site have hindered progress in this direction.   
Finally, we have also been liaising with the new External Auditors – Ernst and Young 
to clarify their expectations for placing reliance on our work to the maximum extent 
possible under auditing standards.  We will continue to maintain dialogues with 
Internal and External Audit colleagues with a view to securing future audit cost 
savings for Breckland Council, wherever feasible. 

3.2.2 Furthermore, as we reiterate in our Internal Audit Strategy each year, the Strategic 
and Annual Audit Plans developed at this point in time from the latest audit needs 
assessment exercise, are living documents, and will be responsive to changing 
priorities.   We review our audit coverage regularly throughout the year and will 
exercise flexibility wherever possible, juggling audits to enable opinions to be given 
where independent assurance is most needed. 

3.3 Internal Audit’s Terms of Reference, 2013/14 

3.3.1 The Terms of Reference for Internal Audit are attached at Appendix 1, whilst 
accompanying performance indicators against which the Internal Audit Service will be 
evaluated are listed at Appendix 1a.  Our terms of reference form the basis under 
which Internal Audit operates at the Council.    This year, we will be subject to 
changing professional standards and as yet have not received the detailed guidance 
as to how they should be implemented.   The Standards are based on the mandatory 
elements of the Institute of Internal Auditors (IIA) International Professional Practices 
Framework (IPPF) and have been introduced to promote further improvement in the 
professionalism, quality, consistency and effectiveness of Internal Audit across the 
public sector.   Upon receipt of CIPFA guidance, we will reassess all aspects of our 
working practices to align them to the new requirements going forward. 

3.4 Internal Audit’s Code of Ethics, 2013/14 

3.4.1 The Code of Ethics sets out the expected behaviours of Internal Audit Staff and can 
be found at Appendix 2.  We have found it necessary to completely rewrite our 
previous Code of Ethics, so that it now accords with the new regime that needs to be 
operating from 2013/14 onwards according to the Public Sector Internal Audit 
Standards, whilst also continuing to comply with requirements laid down in CIPFA’s 
Statement on the Role of the Head of Internal Audit.   The reworked Code is more 
explicit about the four main principles and the rules of conduct that must be 
observed. 



3.5 Internal Audit Strategy, 2013/14 

3.5.1 The Internal Audit Strategy, at Appendix 3, sets out how Internal Audit develops and 
delivers Strategic and Annual risk-based Audit Plans.  This year, when setting the 
ground rules for populating both the Strategic and Annual Audit Plans, we have 
conducted an audit job budgets’ rationalisation exercise to ensure that we are 
adopting a more standardised approach to the number of planned days required to 
undertake specific audits at Consortium sites.   The comparative work confirmed 
there were some inconsistencies regarding days allocated and also that some audits 
were being packaged in different ways, hence the exercise has now enabled greater 
uniformity across the Consortium in terms of days required to complete individual 
audit projects and the service provisions/operational arrangements selected for audit 
scrutiny.   

3.6 The Strategic Audit Plan, 2013/14 to 2015/16 

3.6.1 The Strategic Audit Plan, at Appendix 4, provides an overview of the envisaged 
audit coverage over the next three years, based on our Audit Needs Risk 
Assessment.   However, some caution should be exercised when reviewing this 
paper; whilst it is useful in providing an overview and indicating where service 
reviews may take place, the current uncertainty within local government may lead to 
significant revision being required to this document year-on-year.  We will continue to 
undertake Annual Audit Needs Assessments that identify the requisite level of audit 
coverage based on the existing conditions and anticipated changes at that time. 

3.7 The Annual Audit Plan, 2013/14 

3.7.1 The Annual Audit Plan is included at Appendix 5.  This is a sub-set of the overall 
Strategic Audit Plan, again derived from our Audit Needs Risk Assessment.  Having 
produced an outline Annual Audit Plan, we have consulted with the Council’s Section 
151 Officer and the Corporate Management Team to discuss and agree overall audit 
coverage and the potential timing of forthcoming reviews, thereby seeking to both 
inform service areas as to the focus of future reviews and, wherever possible, 
minimise disruption to them when undertaking audit work in the course of 
forthcoming year.  Our consultations with management did result in some changes to 
our original timetabling proposals, essentially so 2013/14 audits will be as 
constructive as possible when they are performed. 

3.7.2 The Annual Audit Plan for the new financial year also contains a review of 
Homelessness and Housing Strategy which had to be postponed in 2012/13 because 
of fundamental changes being introduced within Housing Services.   Having deferred 
the audit for 7 months, we will now be in a position to evaluate the new working 
arrangements previously under development and give assurance as to their 
robustness.    

3.7.3 The Audit Plan envisages a total of 232.5 days to be delivered in 2013/14, compared 
with 230.5 days attaching to the revised Audit Plan for 2012/13, although original 
provisions for 234.5 days had been approved by the Audit Committee in February 
2012.  

3.8 Summary of Proposed Audit Coverage, 2013/14 

3.8.1 The Summary of Audit Coverage, included at Appendix 6, provides an oversight of 
the type of issues that will be considered within each audit undertaken, and why the 
individual service has been identified for audit scrutiny in the forthcoming year.   The 
information supplied at this stage is designed to provide an overall  framework for the 
audit, although it is the more detailed planning work performed by the Internal Audit 
Services contractor in conjunction with service management that provides a greater 
insight into the relative key controls and risks facing the service and where audit input 
would be most beneficial. 

3.9       Levels of Assurance Awarded from 2007/08 onwards 

3.9.1    In addition to the audit planning information presented here, it is also important to 
take into account how the internal control environment at the Council has been 
developing year-on-year and where proposed audit input will provide the Council with 



appropriate independent assurance during 2013/14.   Appendix 7 is therefore 
included to highlight the historical and current position, as well as future coverage 
being put forward.   Crosses within the table indicate where audits have been 
earmarked in 2013/14, as well as identifying those audits still progressing as part of 
the 2012/13 Annual Audit Plan.   

3.10 Options 

3.10.1 The Audit Plans presented have been derived from the Annual Audit Needs 
Assessment undertaken by the Internal Audit Consortium Manager.  Failure to 
support these plans, and potentially consider further reductions in the audit coverage, 
could result in the Internal Audit Consortium Manager not being able to provide the 
requisite annual audit opinions, and may lead to the Council’s External Auditors 
having to increase the work they are required to perform.    

3.11 Reasons for Recommendation(s) 

3.11.1 Through endorsing the Annual and Strategic Audit Plans, and accompanying Terms 
of Reference, Performance Indicators, Code of Ethics and Internal Audit Strategy, the 
Committee confirms they are satisfied that all areas of Council activity have been 
subject to suitable audit risk assessment and an appropriate timetable is in place to 
deliver Internal Audit input, leading to delivery of a soundly-based annual opinion 
from the Internal Audit Consortium Manager. 

4     Risk and Financial Implications 

4.1  Risk  

4.1.1 As noted in paragraph 3.10.1, a failure to adopt the plan presented could result in 
additional risks to the authority, through the Internal Audit Consortium Manager not 
being able to provide the necessary opinions, and the External Auditors being 
required to perform additional audit testing.  There is also the risk that reductions in 
Internal Audit coverage could lead to ongoing weaknesses in the internal control 
environment at the Council not being detected, reported upon, and subsequently 
resolved through remedial work being taken. 

4.2  Financial  

4.2.1 The affordability of the proposed Annual Audit Plan for 2013/14 has been discussed 
with Corporate Management Team and appropriate funding is available to meet the 
costs of the Internal Audit Service.   

5  Legal Implications 

5.1 None 

6. Other Implications    

a) Equalities: None 

b) Section 17, Crime & Disorder Act 1998: None 

c) Section 40, Natural Environment & Rural Communities Act 2006: None 

d) Human Resources: None 

e) Human Rights:  None 

f) Other:  None 

7. Alignment to Council Priorities 



7.1 Through undertaking a risk-based assessment, Internal Audit ensures that its 

resources are targeted at those areas of greatest need for scrutiny, and through 
performing its role to drive services forward helps improve the internal control 
framework which operates to deliver Council priorities. 

8. Ward/Community Affected 

8.1 All 

 
Background Papers 
None 
 
Lead Contact Officer: 
Name/Post: Sandra C. King, Internal Audit Consortium Manager 
Telephone: 01508 533863 
Email: scking@s-norfolk.gov.uk 
 
Key Decision Status (Executive Decisions only): 
Non-Key 
 
Appendices attached to this report:  

Appendix 1: Terms of Reference for Internal Audit for 2013/14 
Appendix 1a: Performance Indicators for the Internal Audit Service 
Appendix 2:   Internal Audit – Code of Ethics for 2013/14 
Appendix 3:   Internal Audit Strategy for 2013/14 
Appendix 4:  Strategic Audit Plan – April 2013 to March 2016 
Appendix 5:  Annual Audit Plan – April 2013 to March 2014 
Appendix 6:  Summary of Internal Audit Coverage for 2013/14 
Appendix 7:  Levels of Assurance Awarded from 2007/08 onwards 
 


