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External Audit is an essential element in the process of accountability for public 
money and makes an important contribution to the stewardship of public 
resources and the corporate governance of public services. 

Audit in the public sector is underpinned by three fundamental principles: 

• auditors are appointed independently from the bodies being audited; 
• the scope of auditors' work is extended to cover not only the audit of financial 

statements but also value for money and the conduct of public business; and 
• auditors may report aspects of their work widely to the public and other key 

stakeholders. 

The duties and powers of auditors appointed by the Audit Commission are set out 
in the Audit Commission Act 1998 and the Local Government Act 1999 and the 
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice, 
appointed auditors are also required to comply with the current professional 
standards issued by the independent Auditing Practices Board.  

Appointed auditors act quite separately from the Commission and in meeting their 
statutory responsibilities are required to exercise their professional judgement 
independently of both the Commission and the audited body. 

 

 

 

 

Status of our reports 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the 
Audit Commission explains the respective responsibilities of auditors and of the 
audited body. Reports prepared by appointed auditors are addressed to 
non-executive directors/members or officers. They are prepared for the sole use 
of the audited body. Auditors accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party. 

 

 

Copies of this report 
If you require further copies of this report, or a copy in large print, in Braille,  
on tape, or in a language other than English, please call 0844 798 7070. 



Audit Joint Working Protocol │ Contents  3 

Breckland Council 

Contents 
Introduction - Aims 4 

Respective responsibilities 4 

Protocol 5 

Audit areas 5 

Liaison arrangements 7 

Audit documents and reporting 8 

Review of Internal Audit 8 

Appendix 1 – Working protocol arrangements 9 

Appendix 2 - Control testing 12 

 



4  Audit Joint Working Protocol │ Audit Summary Report 

Breckland Council 

Introduction - Aims 
1 This document sets out the basis for effective co-ordinated working arrangements 

between Breckland Council's Internal Audit service and us, the Audit Commission 
(Audit Commission), as their External Auditors. This takes into account the 
requirements of the revised Code of Audit Practice 2005 (the Code). Copies of 
the code can be provided on request.  

2 The aims of the protocol are to: 

• clarify respective responsibilities for work associated with the Code; 
• develop further a close and effective working relationship; and 
• facilitate the effective co-ordination of our work without impairing the 

independence and integrity of either party. 

Respective responsibilities 
3 The Council is responsible for producing a set of accounts that present its 

financial position fairly and for 'putting in place proper arrangements for 
governance and stewardship of resources’. These arrangements are reported in 
the Annual Governance Statement. 

4 We are required to audit the Council's financial statements and to give our 
opinion, including: 

• whether they present fairly the financial position of the Council and its 
expenditure and income for the year in question; and 

• whether they have been prepared properly in accordance with relevant 
legislation and applicable accounting standards. 

5 External Auditors are required to follow the UK and Ireland's version of 
International Standards on Auditing - ISA (UK&I). These took effect from 2005/06 
requiring greater emphasis on gaining an understanding of governance 
arrangements of the Audited and Inspected Body (AIB). In order to comply with 
ISA315, we need to identify, evaluate, document and test those of the Council's 
systems that have a material impact upon its financial statements.  

6 We are also required to review whether the Annual Governance Statement has 
been presented in accordance with relevant requirements, and to report if it does 
not meet those requirements or if the statement is misleading or inconsistent with 
our knowledge of the Council. 

7 Internal Audit provides an essential element of the Council’s arrangements. Their 
principal responsibility is to meet the professional standards laid down in the 
CIPFA Code of Practice for Internal Audit in Local Government in the United 
Kingdom 2006. 
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8 Internal Audit's responsibilities require them to evaluate the effectiveness of the 
control environment in achieving the organisation’s objectives. In part fulfilment of 
their responsibilities, Internal Audit carry out reviews of systems and key controls, 
including evaluating and testing those controls. This work is directly relevant to 
our own responsibilities. 

9 Internal and External Audit have different roles but many shared objectives. 
Effective co-operation is essential in order to minimise duplication of effort and 
maximise the benefits of audit. It should enable both parties to devote more time 
to the key audit issues and ensure that the Council gets value from its total audit 
resource. Both are committed to an open and constructive relationship, based on 
an understanding of each other’s roles and approaches to achieving their 
respective objectives. 

Protocol 
10 Key areas of co-operation are summarised in Appendix 1. 

Audit areas 
Opinion 

11 We will seek to place reliance upon Internal Audit's systems work, provided we 
have assurance that: 

• adequate sample sizes are used in order to support conclusions and 
recommendations;  

• samples are selected appropriately to be representative of the population and 
the period covered; and 

• the work is evidenced and documented in accordance with professional 
standards. 

12 We will liaise with Internal Audit each year to identify the scope for drawing 
assurance from their systems work. To be successful this will involve 
synchronising work timetables. We will aim to carry out our work during our 
interim visit in the last quarter of the financial year. Any Internal Audit work that 
we are to make use of will need to be completed before our interim visit. Internal 
Audit test samples should be taken, as far as possible, from across the financial 
year to date. Appendix 2 sets out the minimum sample sizes for the testing of key 
controls that we require. We will need to consider whether we and/or Internal 
Audit carry out additional testing later to cover any remaining part of the financial 
year. 
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Fraud  
13 Internal Audit will notify the Audit Commission promptly of all frauds exceeding 

£10,000, and any cases of corruption and any fraud cases of particular interest or 
complexity, and will set out the details in an AF70 for submission to the Audit 
Commission Counter-Fraud Unit. If appropriate, Audit Commission will offer 
support and assistance to Internal Audit in investigating significant frauds.  

14 In the event that we suspect a fraud, we will pass the case over to the control of 
Internal Audit who will then be expected to oversee the investigation of the case 
and keep us informed of progress. We reserve the right to retain control over a 
fraud investigation, although this is only likely in exceptional circumstances. 

Performance management including best value 
15 We will keep Internal Audit informed of any forthcoming performance and 

inspection work and its scope, so that Internal Audit can plan their work 
appropriately. Should Internal Audit undertake value for money work, we will 
consider the findings of that work as part of our review of the Council's 
performance management framework. 

16 One of our sources of assurance in discharging our responsibilities in relation to 
the Council's arrangements for securing economy, efficiency and effectiveness in 
the use of resources is its whole system of internal control as reported on in the 
Annual Governance Statement. We will work with Internal Audit to support their 
role in contributing to this process, and will seek assurance about the overall 
control environment from their work. 

Grant claims and performance indicators 
17 At present there are no formal arrangements for joint working in respect of grant 

claims or performance indicators. However, we will maintain a dialogue with 
Internal Audit in order to share matters of concern so that both parties can 
consider them when planning work in these areas. 

Other work areas 
18 The following additional areas of Internal Audit activity may also be relevant to 

our work: 

• ad hoc investigations into suspected fraud or corruption; and 
• reviews of systems development and replacement. 
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Liaison arrangements 
19 Liaison meetings will be held regularly. This is likely to be three times a year.  

20 Standard agenda items for liaison meetings are likely to include: 

• an update of progress against Internal Audit and Audit Commission plans; 
• issues affecting delivery of plans; 
• reports finalised since last meeting; 
• key findings and emerging issues from current work; 
• details of special investigations and sensitive issues; 
• Internal Audit involvement in systems development work etc; and 
• general audit news and intelligence from Internal Audit and Audit Commission 

networks (internally and externally). 

21 External Audit plans and reports will be presented to the Council's Audit 
Committee. A representative from the Audit Commission will be available to 
attend the Committee meetings and any other sessions regarding audit matters. 
As a minimum an Audit Commission representative will attend the Committee to 
present the Audit and Inspection Plan, present the Annual Governance (ISA 260) 
report and the Annual Audit and Inspection Letter. 

22 Key contacts for purposes of communications on the common areas of work are 
shown in Table 1. 

Table 1 Key audit contacts 
First contacts for enquiries on specific audit areas. 

Work area Council key contact Audit Commission key 
contact 

Planning, control and 
reporting 

Sandra King Ray Acreman 

Financial systems  Carolyn Moody 

Housing benefits  Carolyn Moody 

Anti-fraud and corruption  Carolyn Moody 

Grant claims  Carolyn Moody 

BVPIs  Ray Acreman 

Performance/inspection  Ray Acreman 

IT  Ray Acreman 
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Audit documents and reporting 
23 We have to satisfy ourselves that Internal Audit’s work meets required standards 

and can be relied upon for assurance on the Council’s control arrangements. 
Reviewing relevant files is an essential step in this process. Internal Audit has 
agreed to provide us with access to its records and will include External Audit on 
the distribution list for all its draft and final reports. Any records we receive from 
the Internal Audit will be kept secure at all times. 

24 Whilst we will consider all requests for Internal Audit access to External Audit 
files, we will have to take account in each case of the statutory restrictions on the 
disclosure of information by External Auditors. We will include Internal Audit on 
the distribution list for all our draft and final reports. 

Review of Internal Audit 
25 As part of our assessment of the Council's governance framework, we will 

perform an annual overall assessment of the Internal Audit function, including 
planning, management and reporting. At least every three years we will carry out 
a comprehensive review. Our reviews will assess Internal Audit against the 
standards required by the CIPFA Code of Practice for Internal Audit in Local 
Government in the United Kingdom 2006. 

26 In addition to the above, we will undertake detailed reviews of specific pieces of 
work upon which we wish to place reliance. This will encompass a review of the 
audit file to assess the scope of the work and the adequacy of sample sizes, 
standards of evidence and documentation, quality assurance and reporting. This 
may involve re-performing some tests, or testing an additional sample, if deemed 
appropriate. 
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Appendix 1 – Working protocol arrangements 
 

Recommendation Responsibility Agreed Comments 

Annual audit plans will be agreed for all 
significant financial systems, one off projects 
and for anti-fraud and corruption work. 

Joint Yes We would expect Internal Audit to test key controls of 
the following systems on a cyclic basis. 
• Fixed assets. 
• Payroll. 
• General ledger (including journals). 
• Purchasing/creditor. 
• Income/debtor. 
• Cash reconciliation. 
• Treasury management. 
• Council tax. 
• Non-domestic rates. 
• Housing benefits system. 

Details of External Audit requirements for the 
above work will be supplied by Audit 
Commission. Internal Audit will plan their 
coverage of the work and ensure their 
working papers are clearly referenced to 
indicate how they support the external audit 
requirements. 

Joint Yes Internal Audit’s first responsibility is to provide a 
comprehensive Internal Audit service to the Council. In 
doing so it is mutually advantageous for Internal and 
External Audit to closely co-operate over key areas of 
the audit. 
The Audit Commission will make available (where 
appropriate) details of the work on which the Audit 
Commission plans to rely.  
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Recommendation Responsibility Agreed Comments 

A timetable will be agreed for these systems 
to ensure that work is available for review at 
the appropriate time. 

Joint Yes Approximate timings for audit work are agreed at the 
audit planning meeting usually held in February or 
March. Details can be updated at each liaison 
meeting. 

Regular meetings will be held to review 
progress and discuss any matters arising.  

Joint Yes Amongst other things these meetings will provide a 
forum for feed back and informal discussion of 
findings, discussions of changes necessary for co-
ordination of our work plans etc. 

The Audit Commission will review the Internal 
Audit function on an annual basis; a more 
detailed review will be carried out every third 
year or the year of significant changes in the 
provision of internal audit, if sooner.  

Joint Yes A detailed triennial review of Internal Audit was 
carried out in 2006/07. We concluded that Internal 
Audit work was satisfactory and could be relied upon. 

We will share systems documentation and 
agree key controls identified for External Audit 
purposes. Internal Audit will design their 
testing to cover these controls and ensure that 
their sample sizes are in line with current Audit 
Commission guidance. 

Joint Yes External Audit systems notes will not necessarily be 
as detailed as those required by Internal Audit. We 
expect two-way communication with Internal Audit to 
keep the notes current. 
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Recommendation Responsibility Agreed Comments 

Internal Audit should report on the control 
environment, in line with the CIPFA Code of 
Practice for Internal Audit in Local 
Government in the United Kingdom 2006. 

Internal Audit Yes CIPFA Code of Practice for Internal Audit in Local 
Government in the United Kingdom 2006 requires 
the Head of Internal Audit to include in the annual 
Internal Audit report to the authority an opinion on 
the overall adequacy and effectiveness of the 
authority’s internal control environment, providing 
details of any weaknesses that qualify this opinion 
and bringing to the attention of the authority any 
issues particularly relevant to the preparation of the 
Annual Governance Statement. Provided it can 
satisfy itself that Internal Audit operates to the 
standards set out in the Code, the relevant body is 
justified in taking assurance from this opinion. 

The NFI continues to be very successful with 
large recoveries being made nationally. 

Joint Yes External and Internal Audit will work together to 
contribute to this project. 

Internal and External Audit will keep each 
other informed of any frauds discovered or 
suspected. 

Joint Yes Agreed. 



12  Audit Joint Working Protocol │ Appendix 2 – Control testing  

Breckland Council 

Appendix 2 - Control testing  
Table 2 Sample sizes for control testing 

 

Frequency of control activity Sample size 

Quarterly 2 (including year-end quarter) 

Monthly 2 

Weekly 5 

More than weekly 20 

 


