
BRECKLAND COUNCIL 
 
Report of the Audit Manager to the 
AUDIT COMMITTEE - 25 March 2008 
 
 
INTERNAL AUDIT’S TERMS OF REFERENCE, CODE OF ETHICS, AUDIT STRATEGY, 
STRATEGIC AND ANNUAL AUDIT PLANS 
 

1. Purpose of Report 

1.1 This report has been prepared in accordance with the requirements of the Accounts 
and Audit Regulations 2003, the Accounts and Audit (Amendment) Regulations 2006 
and the CIPFA Code of Practice for Internal Audit in Local Government 2006.   These 
documents collectively establish the statutory requirement for the Council to have an 
Internal Audit Service and specify the standards by which the service will operate. 

The purpose of this report is to demonstrate that Breckland Council has taken 
appropriate steps to achieve full compliance with the relevant Regulations and Code of 
Practice, by ensuring that the requisite documentation and processes have been put in 
place when delivering the Internal Audit Service within the organisation. 

Furthermore, the report seeks to demonstrate that there is clear linkage between 
Internal Audit’s Terms of Reference, Internal Audit Strategy and its Strategic and 
Annual Audit Plans.  

 

 

2. Recommendations 
 It is recommended that the Audit Committee:  
2.1 Approve the revised Internal Audit Terms of Reference; 
2.2 Approve the Code of Ethics for Internal Audit; 
2.3 Approve Internal Audit’s Strategy for 2008/09; 
2.4 Approve the Strategic Audit Plan for 2008/09 to 2012/13; and, 
2.5 Approve the Annual Audit Plan for 2008/09. 

 

 
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 The Overview and Scrutiny Commission approved Internal Audit’s Terms of 
Reference, Code of Ethics, Internal Audit Strategy, Strategic Audit Plan for 2007/08 
to 2011/12 and Annual Audit Plan for 2007/08 on 5 April 2007.   At that time, it was 
formally agreed to revisit the documentation on a year-by-year basis, in addition to 
undertaking an Annual Audit Needs Assessment to further inform the Strategic Audit 
Plan and enable it to be rolled forward by a further twelve months. 

 
3.1.2 During the current financial year, the contract for Internal Audit Services was re-let, 

with effect from 1 October 2007, resulting in the departure of Bentley Jennison Risk 
Management Ltd and the appointment of Deloitte and Touche Public Sector Internal 
Audit Ltd as the new Internal Audit Services contractor.  

 

3.1.3   It is also important to note that, in the course of 2007/08, the Internal Audit Group, 
which had comprised Breckland, Broadland and South Norfolk Councils allowed new 



members to join and has subsequently become known as the Norfolk Internal Audit 
Consortium.   The existing membership of 3 authorities has essentially increased to 6 
organisations, the new joiners being the Broads Authority, Great Yarmouth Borough 
Council and North Norfolk District Council. 

3.2 Terms of Reference for Internal Audit 

3.2.1 As a consequence of the developments outlined in Section 3.1, it has been 
necessary to substantially rewrite the Terms of Reference that were presented to the 
Overview and Scrutiny Commission in April 2007.   Added to this, other revisions 
have been required to take account of the recent management restructure at 
Breckland Council, which has impacted on audit consultation and reporting 
arrangements.   Similarly, the move away from a Statement on Internal Control to an 
Annual Governance Statement has further created a need to update the 
documentation.   Having made the modifications to the Terms of Reference, 
Breckland Council can be assured that Internal Audit continues to operated in strict 
accordance with the ‘proper internal audit practices’ as specified in the Accounts an 
Audit Regulations 2003 and the Accounts and Audit (Amendment) Regulations 2006; 
that the documentation conveys the current position regarding service delivery, and, 
in turn, these Terms of Reference provide the new Internal Audit Service contractor 
with an overview of operational arrangements. 

 
3.2.2 The documentation, which will be reviewed year-on-year, details the responsibilities 

and objectives of Internal Audit and reassesses reporting lines in accordance with the 
new management structure at Breckland Council.   The role of management in 
relation to the internal control environment and fraud and corruption matters is also 
emphasised, having noted that a new Strategy to help fight Fraud and Corruption has 
been approved by Cabinet in recent weeks and steps are currently being taken to 
introduce a new Whistleblowing Policy.   Interaction with the new Audit Committee 
has also been covered in some depth to confirm reporting arrangements, which will 
be observed in the future. 

 
3.2.3 A full copy of Internal Audit’s Terms of Reference can be found in Appendix 1 to the 

report. 
 
3.2.4 The further development of working protocols with management, partners, other 

internal auditors, external auditors, other regulators and members will be progressed 
in 2008/09.  By way of a first step in this area, a joint exercise was conducted with 
External Audit in February 2008 to produce a written Audit Joint Working Protocol, 
and this is being presented to the Audit Committee at the same time as the updated 
Terms of Reference for Internal Audit.  

 

3.3       Code of Ethics 
 
3.3.1   The Code of Ethics is primarily intended to establish the minimum standards for the 

performance and conduct of Breckland Council’s Internal Auditors in relation to the 
four guiding principles of integrity, objectivity, competence and confidentiality. 

 
3.3.2 The Audit Manager and the Deloitte and Touche auditors will complete annual 

undertakings as required by the Code of Ethics and, where appropriate, will declare 
any conflicts of interest affecting their independence in relation to planned reviews.  

 
3.3.3 The Code of Ethics, including how Internal Auditors will demonstrate their compliance 

with these requirements, is attached at Appendix 2 to the report. 

 

3.4       Internal Audit Strategy 
 
  
3.4.1 The Internal Audit Strategy links closely with Internal Audit’s Terms of Reference with 



regards to what is prompting the planned audit coverage.   The Strategy explains the 
format followed in the course of the Annual Audit Needs Assessment, the risk factors 
applied and how this information is then used to populate the 5-Year Strategic Audit 
Plan and the Annual Audit Plan. 

 
3.4.2 The new Internal Audit Services contract also contains a provision whereby the 

Deloitte and Touche auditors will be called upon to comment on planned audit 
coverage and assist with the further refinement of the audit planning process, as they 
familiarise themselves with the way Breckland Council operates. 

 
3.4.3 Appendix 3 to the report contains an outline of the current Internal Audit Strategy. 
 
3.5      The Strategic Audit Plan for April 2008/09 to March 2012/13 
 
3.5.1   The overarching objective of the Strategic Audit Plan is to provide a comprehensive 

programme of audits, which allows assurance to be obtained from each audit as well 
as from a collective whole.   It is not possible to cover all aspects of the internal 
control system in detail every year, because there are not sufficient audit resources 
to permit this type of blanket coverage.   The aim, instead, is primarily to ensure 
appropriate audit scrutiny of the main areas to allow a general opinion to be obtained. 

 
3.5.2 The Strategic Audit Plan has already been discussed with the Chief Accountant (the 

Council’s Section 151 Officer) and the Deputy Chief Executive, and was then 
circulated to the Chief Executive, Strategic Directors and Service Managers for their 
comments and affirmation.   A copy of the planned proposals is included at 
Appendix 4 to the report. 

 
3.6     The Annual Audit Plan for April 2008 to March 2009 
 
 
3.6.1   Having developed the Strategic Audit Plan, the Annual Audit Plan can then be 

extracted from it, as can be seen in Appendix 5 to the report.   A total of 203 system 
audit days and 52 computer audit days have been identified for delivery by the 
Internal Auditors in 2008/09.  

 

3.7 Options 

3.7.1 The Audit Committee should consider: 

• Approving the attached documentation contained within Appendices 1-3 to the report, 
as their formal adoption by the Council will ensure more detailed compliance with 
CIPFA’s Code of Practice for Internal Audit in Local Government in the United 
Kingdom, issued in 2006. 

• Approving the Strategic Audit Plan for 2008/09 to 2012/13, together with the Annual 
Audit Plan for 2008/09, confirms that the Council is accepting of the Audit Needs 
Assessment process, which has been used to determine audit focus over the next 5-
years and, thus, endorses the approach to cyclical audit scrutiny of key service areas 
and business critical systems. 

• A failure to approve the attached documentation would indicate that the Council is 
not prepared to adopt best practice regarding delivery of the Internal Audit Service.  
This, in turn, would have a detrimental effect on the internal control environment and 
generate negative comments in the Council’s Annual Governance Statement.    
 

3.8 Reasons for Recommendation(s) 

3.8.1   The recommendations have been made to enhance compliance with CIPFA’s Code 
of Practice for Internal Audit in Local Government 2006.    

3.8.2  It has proved necessary to expand the Terms of Reference for Internal Audit, the 
Code of Ethics and the Internal Audit Strategy to reflect: 

• The management restructure at Breckland Council reported to Full Council on 6 
December 2007;  



• The growth of the Norfolk Internal Audit Consortium;  

• The appointment of the new Internal Audit Services contractor – Deloitte and Touche 
Public Sector Internal Audit Ltd;  

• The expansion of audit management arrangements provided by South Norfolk 
Council; 

• The fact that an Annual Governance Statement has now superseded the Statement 
on Internal Control; and, 

• The on-going requirement to review and update this information on an annual basis. 
 

3.8.3   By continuing to benchmark against CIPFA’s Code of Practice for Internal Audit and 
make improvements to operational arrangements, wherever possible, the Council is 
demonstrating that it is firmly committed to implementing best practice guidance with 
regards to the Internal Audit function. 

3.8.4    The approval of the new Strategic Audit Plan will additionally confirm that all relevant 
areas of the Council’s operations have been risk assessed to determine an 
appropriate timetable for internal audit scrutiny, making best use of limited resources 
available. 

4. Risk and Financial Implications 

4.1 Risk  

4.1.1 I have completed the Risk Management questionnaire and this report does not 
require a risk assessment because the changes/issues covered by the 
recommendations are not significant in terms of risk. 

 

4.2 Financial  

4.2.1 None 

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 The matters raised in this report fall within the following Council priorities: 
 

• A safe and healthy environment 

• A well planned place to live which encourages vibrant communities 

• A prosperous place to live and work 

            The updating of Internal Audit working practices will enhance the approach to the 
audit of the Council’s business activities and the internal control environment in 
which services operate, and hence, contribute to the achievement of the Council’s 



priorities.  

8. Ward/Community Affected 

8.1 Not applicable 

 
Background Papers 
Not applicable 
 
Lead Contact Officer: 
Sandra King, Audit Manager, South Norfolk Council:  
Telephone: 01508 533863 
Email: scking@s-norfolk.gov.uk 
 
Key Decision Status (Executive Decisions only): 
This is a Key decision but does not impact on the Forward Plan] 
 
Appendices attached to this report:  
Appendix 1: Terms of Reference for Internal Audit 
Appendix 2: Internal Audit – Code of Ethics 
Appendix 3: Internal Audit Strategy 
Appendix 4: Strategic Audit Plan – April 2008 to March 2013 
Appendix 5: Annual Audit Plan – April 2008 to March 2009 
 


