
BRECKLAND COUNCIL 

Report of the Head of Internal Audit to the  

AUDIT COMMITTEE – 15 January 2010 

INTERNAL AUDIT’S TERMS OF REFERENCE, CODE OF ETHICS, AUDIT 
STRATEGY, STRATEGIC AND ANNUAL AUDIT PLANS, AND SUMMARY OF 
INTERNAL AUDIT COVERAGE FOR 2010/11 

1.        Purpose of the 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. 

1.2 The purpose of this report is to confirm 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. 

1.3 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. 

1.4 With reference to the Annual Audit Plan and summary coverage details, these 
will serve as the work programme and initial terms of reference for the Internal 
Audit Services contractor – Deloitte Public Sector Internal Audit Ltd, for the 
forthcoming financial year. 

 

2. Recommendation 
           The Audit Committee is requested to approve: 
           - Internal Audit’s Terms of Reference for 2010/11; 
           - Internal Audit’s Code of Ethics for 2010/11; 
           - Internal Audit’s Strategy for 2010/11; 
           - The Strategic Audit Plan for 2010/11 to 2014/15; 
           - The Annual Audit Plan for 2010/11; and, 
           - The Summary of Internal Audit Coverage for 2010/11. 

3. Introduction/Background 

3.1. In accordance with statutory and best practice requirements, Internal Audit’s 
Terms of Reference, 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 3 of 2009/10 to determine the audit approach to be adopted in 2010/11.   
The report also seeks to demonstrate how there is linkage between each stage of 



the process, essentially building up to the formulation of an Annual Audit Plan for 
2010/11, whilst also clarifying the parameters within which the Internal Audit 
Services contractor will operate alongside the audit management team to deliver 
internal audit coverage to the Council in the year ahead.  

3.2. The Committee will note that the planning process has been undertaken at an 
earlier stage for the forthcoming year than previously, in order to enable the new 
Annual Audit Plan to be presented to the Committee in January, rather than 
March.  This is to obtain Committee approval for proposed audit coverage well in 
advance of the commencement of the new financial year and give the Internal 
Audit Services contractor adequate opportunity to start their Quarter 1 planning 
for 2010/11 in Quarter 4 of the preceding financial year, thereby assisting with the 
ongoing improvement of the internal audit process and more importantly, 
achieving an earlier start when delivering the Annual Audit Plan. 

4. Terms of Reference for Internal Audit 

4.1. The Audit Committee approved the Terms of Reference for 2009/10 on 13 March 
2009.   Members will note that the Terms of Reference for 2010/11 have been 
subsequently modified to accommodate the changing post titles of key officers at 
the Council following the recent management structure at the Council and 
attention has also been given to the revised process for the follow up of audit 
recommendations, as well as performance monitoring arrangements currently 
applicable to the Internal Audit Service.  The documentation essentially seeks to 
demonstrate how Internal Audit operates in strict accordance with the ‘proper 
internal audit practices’ as specified in the Accounts and Audit Regulations 2003 
and the Accounts and Audit (Amendment) Regulations 2006. 

4.2. The Terms of Reference are now divided into 10 sections.   The statutory basis 
for Internal Audit is given, after which the function’s responsibilities and 
objectives are explained, together with its status, reporting lines and working 
relationships.  The role of management in relation to the internal control 
environment and Internal Audit is next explored, and following on from this, 
Internal Audit’s independence and accountability is discussed.   Sections 6 to 9 
then examine the scope of the function, how fraud and corruption matters should 
be dealt with at the Council, the nature of Internal Audit resources available and 
overall reporting arrangements.   Finally, section 10, a new addition to the Terms 
of Reference, addresses performance monitoring arrangements for the Internal 
Audit function.  A full copy of Internal Audit’s Terms of Reference for 2010/11 can 
be found in Appendix 1 to the report, whilst Appendix 1a details 
service/contractual targets and the purpose behind these performance indicators 
used to monitor the service. 

5. Code of Ethics 

5.1. The Code of Ethics outlines 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.  

5.2. The Head of Internal Audit, Deputy Audit Manager and the Deloitte 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 audit reviews. 



5.3. The updated Code of Ethics, including how Internal Auditors will demonstrate 
their adherence to these requirements, is attached at Appendix 2. 

6. Internal Audit Strategy 

6.1. 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 sets 
out to explain the format followed during 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.   Appendix 3 to the report 
contains the Internal Audit Strategy for 2010/11. 

6.2. The Strategy has undergone a number of revisions this year in order to aid the 
understanding of how the annual plan has been derived.  In particular, paragraph 
3.5 identifies how the new Annual Audit Plan will be looking to address some of 
the significant risks that have arisen at the Council in year, and also highlights the 
ongoing work being undertaken with the Internal Auditors for Forest Heath and 
East Cambridgeshire Councils to determine the Internal Audit arrangements 
going forward for Anglia Revenues and Benefits Partnership. 

6.3. In section 5 of the Strategy, we acknowledge that events may arise in year that 
could prompt further revisions to the Annual and Strategic Audit Plans.  In 
particular, the current Regional Improvement East Partnership (RIEP) bid 
involving the sharing of services by Breckland and South Norfolk Councils to 
provide a single paid service for both organisations could generate additional 
internal audit considerations for both 2010/11 and 2011/12.  In consultation with 
management, it has been agreed that at present a “business as usual” approach 
should be undertaken to the development of future Audit Plans, but with the 
acknowledgement that a flexible approach will need to be adopted to cope with 
any additional or changing audit needs, as they become apparent.  All such 
changes will be communicated to the Audit Committee through Internal Audit 
progress reports, drawing attention to such developments and how the focus of 
Internal Audit work has been realigned in response to the situation. 

7. The Strategic Audit Plan for April 2010/11 to March 2014/15 and the Annual 
Audit Plan for April 2010 to March 2011 

7.1. 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, essentially because 
there are not sufficient audit resources to permit this blanket coverage, but to 
ensure appropriate audit scrutiny of the main areas to allow a general opinion to 
be obtained. 

7.2. In line with the requirements at the Council, the Strategic Audit Plan has already 
been reviewed by the Director of Governance and Finance (as Section 151 
Officer) and the Head of Finance (as Deputy Section 151 Officer) in December 
2009.  The plans will also be shared with the Corporate and Senior Management 
Team, including the Chief Executive, in order to canvass their views on audit 
input identified for 2010/11, and the documentation has additionally been 
forwarded to the Council’s External Auditor, prior to the submission of the Audit 
Plans to the Audit Committee today.   



7.3. In the course of formulating the new Strategic Audit Plan, some savings have 
been achieved compared with previous financial years with regards to audit 
follow up job budgets.   The new audit follow-up process adopted at the Council 
now permits a reduced level of input from Internal Audit, culminating in an overall 
saving of 4 audit days from the Audit Plans, year-on-year. 

7.4. As stated previously, the Strategic Audit Plan is included at Appendix 4, whilst 
the Annual Audit Plan extracted from it, can be found at Appendix 5.  A total of 
256 days, comprising systems and computer audit days encompassing a slightly 
different mix of 18 audit assignments (to those originally identified and mentioned 
in paragraph 7.3) are now recommended for delivery in 2010/11.  

8. Summary of Internal Audit Coverage for 2010/11 

8.1 The Summary information, attached at Appendix 6 is designed to give 
management and members alike an overview of audit work planned for 2010/11.  
It is also a useful document for both External Audit and the Internal Audit 
Services contractor.   In the case of External Audit, it supplies information on the 
general direction that individual audits will take in the coming year, and with 
regards to the Internal Audit Services contractor, it is a starting point for audit 
planning meetings with management.   However, there also needs to be an 
element of flexibility, as the terms of reference and subsequent parameters for 
some audits will not become clear until discussions have been held with 
management and service risks have been fully explored, as well as key aspects 
of service delivery where added value might be sought in the course of audit 
scrutiny of operational arrangements. It is at this point that the audit brief will be 
produced to finalise the scope of review work. 

9. Decision Sought 

9.1. The Audit Committee is requested to approve the reworked Terms of Reference, 
updated Code of Ethics, expanded Internal Audit Strategy, revised Strategic 
Audit Plan for 2010/11 to 2014/15, the newly formulated Annual Audit Plan for 
2010/11 and Summary Audit Coverage proposals for 2010/11. 

10. Reasons for the Recommendation 

10.1. Committee approval of the audit planning information and accompanying papers 
will ensure continuing compliance with CIPFA’s Code of Practice for Internal 
Audit in Local Government 2006. 

10.2. As a consequence of annually benchmarking against CIPFA’s Code of Practice 
for Internal Audit and striving to introduce improvements to operational 
arrangements each year, the Council is consistently demonstrating year-on-year 
that it is firmly committed to implementing best practice guidance with regards to 
the Internal Audit function. 

10.3. The approval of the new Strategic and Annual Audit Plans will additionally 
confirm that all relevant areas of the Council’s operations have been risk 
assessed and steps taken to develop and implement an appropriate timetable for 
internal audit input, making best use of limited resources available. 



11. Conclusion 

11.1. The formal adoption by the Audit Committee of the attached documentation 
contained within Appendices 1-6 to the report will ensure more comprehensive 
compliance with CIPFA’s Code of Practice for Internal Audit in Local Government 
in the United Kingdom. 

11.2. By approving the Strategic Audit Plan for 2010/11 to 2014/15, together with the 
Annual Audit Plan for 2010/11, the Council is confirming its acceptance of the 
Audit Needs Assessment process, which has been used to formulate audit focus 
over the next 5-year period and thus, endorsing the cyclical approach to audit 
scrutiny of key service areas and business critical systems. 

12. Risk and Financial Implications 

12.1. Risk – I have considered the appropriate risks when compiling this report and the 
accompanying Audit Plans.   A failure to support the revised Terms of Reference 
for Internal Audit, as well as the outcomes of the Annual Audit Needs 
Assessment would generate additional risks for the Council concerning the 
adequacy of its internal control environment, systems of risk management and 
corporate governance arrangements, the Head of Internal Audit’s ability to 
provide annual opinions in these 3 areas, and, the identification of a suitable work 
programme to be completed by the Internal Audit Services contractor during 
2010/11. 

12.2. Financial – The financial implications regarding the need to make savings with 
regards to Internal Audit fees have already been identified in paragraph 7.3 of the 
report. 

13. Legal Implications 

13.1. Equalities: None 

13.2. Section 17, Crime and Disorder Act 1998: None 

13.3. Section 40, Natural Environment and Rural Communities Act 2006: None 

13.4. Human Resources: None 

13.5. Other: None 

14. Alignment to Council Priorities 

14.1. The approval of the attached documentation will assist the Council in its pursuit 
of its priorities: 

• A safe and healthy environment 

• A well planned place to live which encourages vibrant communities 

• A prosperous place to live and work. 

15. Ward/Community affected 

15.1. Not applicable. 



 

Background Papers 
Not applicable 
 
Lead Contact Officer 
Name/Post: Mrs. Sandra C. King, Head of Internal Audit, South Norfolk Council 
Telephone: 01508 533863 
Email: scking@s-norfolk.gov.uk 
 
Key Decision Status (Executive Decisions only): 
This is NOT a Key Decision 

Appendices attached to this report 

Appendix 1: Terms of Reference for Internal Audit for 2010/11 
Appendix 1a: Performance Indicators for the Internal Audit Service 
Appendix 2: Internal Audit – Code of Ethics for 2010/11 
Appendix 3: Internal Audit Strategy for 2010/11 
Appendix 4: Strategic Audit Plan – April 2010 to March 2015 
Appendix 5: Annual Audit Plan – April 2010 to March 2011 
Appendix 6: Summary of Internal Audit Coverage for 2010/11 


