
Appendix 3 
 

BRECKLAND COUNCIL 
INTERNAL AUDIT STRATEGY FOR 2014/15 

 
 
1 INTRODUCTION AND OVERVIEW 

1.1 The objectives of Breckland Council’s Internal Audit Service are set out in 
Internal Audit’s Charter, 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 Charter is subject to annual review by the Internal Audit 
Consortium Manager and will then be re-presented to the Audit Committee for 
formal approval.    

 
1.3 Each year, an audit needs assessment is undertaken by the Internal Audit 

Consortium Manager in order to develop an updated 3-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 (CANA) is also usually performed on a 

3-yearly cycle by the Internal Audit Services contractor, and the outcomes of 
this exercise will additionally feed into the reworked 3-year Strategic Audit 
Plan and the Annual Audit Plan.   

 
2 WHAT THE INTERNAL AUDIT STRATEGY SETS OUT TO ACHIEVE 

2.1 The purpose of the Internal Audit Strategy is to confirm: 
§ How the service will be delivered to the Council over the next 12 months. 
§ The level of audit resources (i.e. planned audit days) required to secure 

annual audit opinions in relation to the Council’s systems of internal 
control and risk management, and corporate governance arrangements. 

§ The range and scope of the assignments selected for scrutiny, which 
collectively will provide an appropriate body work and corresponding 
evidence to derive annual audit opinions as required by the Public Sector 
Internal Audit Standards for the year ahead. 

§ The opinions will generate independent sources of assurance which will 
serve to inform the authority’s Annual Governance Statement. 

§ Internal Audit coverage has recognised and responded to the changing 
risks and priorities that face the Council. 

§ There is adequate annual examination of the fundamental financial 
systems with audit sampling and testing sufficient for External Audit 
purposes, such that Ernst and Young can place reliance upon the 
outcomes of Internal Audit work in these areas. 

§ Appropriate audit support has been made available to senior 
management and steps initiated to provide added value, wherever 
possible. 



 
3 DEVELOPMENT OF THE CURRENT INTERNAL AUDIT STRATEGY 

3.1 The formation of the present Internal Audit Strategy is essentially risk driven, 
whilst also acknowledging that the primary issues to the Council at present 
are the ongoing need to deliver financial savings and legislative changes, and 
this in itself generates additional risks for the authority.  As a result, extensive 
consultations have been undertaken with the Director of Commissioning, 
Assistant Director of Commissioning, Assistant Director – Democratic 
Services, Assistant Director – Finance (the Section 151 Officer) and 9 Service 
Managers, in order to refine draft strategic audit planning proposals, and 
thereafter, a meeting has been held with Corporate Management Team to 
finalise future audit coverage and the sequencing of audit projects to provide 
a programme of planned work that utilises audit resources to best advantage, 
supports the authority in the delivery of its corporate aims and generates 
independent assurances on operational arrangements where they are needed 
most.  In undertaking the audit needs assessment, we have also considered a 
number of core documents that have enhanced our understanding of the 
operational environment at the Council.   These documents have 
encompassed the Corporate priorities and objectives, plus the risks to their 
achievement as noted in the Corporate Risk Register and via documented 
operational risks, a range of Cabinet and Committee Reports, new and 
amended Policies and Strategies, as well as External Audit documentation. 
 

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. There can be exceptions to the rule but 
these are explained on both the Strategic and Annual Audit Plans, where 
relevant. 

 
3.5 Prior to finalising our annual audit needs assessment, we have also been 

mindful of changes to the Annual Audit Plan for 2013/14 and where previously 
agreed with management, have brought forward a deferred audit to 2014/15 – 
this concerns New Homes Bonus / Affordable Housing Initiatives / Home 
Options.     

 
3.6 We also maintain contact with the Internal Auditors for South Holland Council 

and those employed with the West Suffolk Internal Audit Partnership to take 
account of their audit work and the assurances they produce, with a view to 
using their assurances to inform our work and the development of an annual 
audit opinion for Breckland Council.  

 
3.7 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 Internal Audit 
Consortium Manager.   The CANA 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.   The 
Internal Audit Services contractor applies a different methodology to the 
Internal Audit Consortium Manager however, i.e. very high risk scores call for 
2-yearly audit input, high risk scores warrant 3-yearly review and medium risk 
scores dictate 4-yearly audit involvement.  

    
4 FORMULATION OF THE STRATEGIC AND ANNUAL AUDIT PLANS 

 
4.1      As noted above in Section 3 of the Strategy, prior to completing the annual 

audit needs assessment for 2014/15, there has been liaison with key 
personnel at the Council to identify a level of audit coverage necessary to 
provide requisite annual audit opinions.    

 
4.2      Draft strategic audit planning proposals for 2014/15 were discussed with key 

personnel after which Corporate Management Team’s views were canvassed 
on 28 January 2014 to confirm their acceptance of the coverage to be 
submitted to the Audit Committee for approval.   Moreover, we have also 
provided External Audit with copies of the new Strategic and Annual Audit 
Plans, prior to their presentation to the Audit Committee. 

 



4.3 Upon receiving the Audit Committee’s approval to the new year Audit Plans, 
the Internal Audit Consortium Manager will instruct the Internal Audit Service 
contractor (Mazars Public Sector Internal Audit Ltd) to adopt the Annual Audit 
Plan as their work programme for 2014/15, whilst recognising that the 
Revenues and Benefits associated systems work (aside from the review of 
the Partnership’s Governance arrangements) are now being undertaken by 
the West Suffolk Internal Audit Partnership. 

 


