
Appendix 3 
 

BRECKLAND COUNCIL 
INTERNAL AUDIT STRATEGY FOR 2010/11 

 
 
1. INTRODUCTION AND OVERVIEW 

1.1       The objectives of Breckland Council’s Internal Audit Strategy are set out in 
Internal Audit’s Terms of Reference, 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 Terms of Reference are reviewed annually by the Head of 
Internal Audit and then presented to the Audit Committee for formal approval.   
The Audit Committee endorsed the Terms of Reference for 2009/10 on 13 
March 2009, whereas the Terms of Reference for 2010/11 are attached today 
(14 January 2010) for appropriate consideration and approval.    

 
1.3 In accordance with contractual arrangements - each year, an Audit Needs 

Assessment is completed by the Head of Internal Audit or the Deputy Audit 
Manager as part of the audit planning process, culminating in the 
development of a rolling 5-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 is also performed on a 3-yearly basis 

by the Internal Audit Services contractor, and the outcomes of this exercise 
additionally feed into the rolling 5-year Strategic Audit Plan and the Annual 
Audit Plan for the new financial year. 

 
 
2. WHAT THE INTERNAL AUDIT STRATEGY SETS OUT TO ACHIEVE 
2.1 The purpose of the Internal Audit Strategy is to establish the nature of the 

methodology to be adopted by Internal Audit to facilitate: 
§ How the service will be delivered to the Council. 
§ The provision to the Director of Governance and Finance (as Section 151 

Officer) and Head of Finance (as Deputy Section 151 Officer) of 3 audit 
opinions each year concerning the Council’s systems of internal control 
and risk management, and corporate governance arrangements. 

§ Ensuring that appropriate evidence has been collected in support of the 
opinions expressed, after which the latter should be used to inform the 
authority’s Annual Governance Statement. 

§ The audit of the Council’s systems of internal control and risk 
management, and corporate governance arrangements through Strategic 
and Annual Audit Plans is undertaken in a way that affords suitable 
priority to the Council’s objectives and risks. 



§ Audit resources have been appropriately identified to deliver an Internal 
Audit Service, which meets required professional standards, provides 
acceptable minimum levels of audit coverage and optimises the use of 
audit time available. 

§ Providing annual scrutiny of the fundamental financial systems to provide 
assurance that the proper arrangements for financial control are in place, 
work which External Audit can then place reliance upon. 

§ Supporting senior management at the Council as much as possible and 
adding value. 

 
3. DEVELOPMENT OF THE CURRENT INTERNAL AUDIT STRATEGY 
3.1 The strategy is risk driven in so far as it relies on an Audit Needs 

Assessment, which analyses Breckland Council’s operations, resources, 
services and responsibilities in relation to other bodies, to identify where 
future audit input needs to be focused.   In the course of undertaking the Audit 
Needs Assessment, aside from taking into account the results of previous 
internal audit work carried out at the authority, due regard has been given to 
the following information: 
 

Corporate Documentation 

• The Annual Governance Statement for 2008/09; 

• Statement of Accounts for 2008/09; 

• Business Plan – Strategic Planning 2008-14; 

• Annual Delivery Plan  (Year 2) 2009/10; 

• The Strategic Risk Register and Combined Operational Risk Register 
2009/10 as at November 2009; 

• Draft Estimates 2010/11 – Consultation Paper, presented to Audit 
Committee on 13 November 2009; 

• Annual Report on Treasury Management and Actual Prudential Indicators 
2008/09; 

• Treasury Management Policy and Strategy 2009/10; 

• Capital Strategy 2009; 

• Contracts Register at 30 September 2009; 

• Good Governance in Partnership Guidelines 2009; 

• Update reports on the Partnership Review Action Plans, presented to 
Audit Committee on 12 June 2009 and 13 November 2009; 

• REVActive Project/Programme Budget Review Report presented to Audit 
Committee on 13 November 2009; 

• Reports on the externalisation of Planning and Building Control, as taken 
to Cabinet / Full Council; 

• Revised organisational structure chart; 

• Minutes and associated reports of key meetings of the Council, including 
Full Council, Cabinet and the Overview and Scrutiny Commission. 

 
Audit Commission Documentation 

• Annual Audit and Inspection Letter – Audit 2007/09 - published March 
2009; and, 

• Annual Governance Report for 2008/09 presented to Audit Committee on 
23 September 2009. 

 



Other Documentation 

• Improvement East Project Bid – ‘Two Councils, The Best of Both, The 
Best for You’ – developed to obtain a single paid service for Breckland 
and South Norfolk Councils, produced in November 2009. 

 
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 historically, there has been the potential for fraud and 
corruption, e.g. 
o Housing Benefits 
o Private Sector Housing Grants 
o Cash Collection 
o Credit Income 
o Creditor Payments 
o Contracts 
o Loans and Investments 
o Payroll 
o Expense Claims 
o Car Loans (where applicable) 
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 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 and high risk areas 
will be audited on a 2-yearly or annual basis depending on the score 
obtained, i.e. 85% and above constitutes annual audit input.  



 
3.5 From our review of associated documentation, as identified in paragraph 3.1, 

and having kept abreast of ongoing developments at the Council, we have 
identified several other factors that have significant bearing on the assessed 
audit risks and resultant proposed audit coverage going forward.  Key items 
acknowledged as impacting on the planning process have been as follows: 

 

• The Council has had a new payroll system implemented during 2009/10, 
and in consequence, audit focus will be given to the system controls 
operating under the new arrangements.   

• The Planning and Development Control service has been externalised to 
Capita in 2009/10 and as yet, the new service provisions have not been 
audited.  Given that service delivery has radically changed, and the high 
profile nature of the new arrangements, the assessed audit risk has been 
revised from “medium” to “high” and the frequency of review increased 
from a 3-yearly to 2-yearly cycle. 

• There has been continued interest in the authority’s arrangements for 
treasury management given the recent Icelandic Bank crisis.  Treasury 
Management would usually form part of the audit of Accountancy 
Services, but in 2009/10 it was assessed that a separate audit of Treasury 
Management would be required.  We are proposing to again undertake a 
separate audit in this area in 2011/12, and then subsume this work back 
into the Accountancy Services audit thereafter. 

• We have been in discussions with Breckland Council’s Head of Finance 
and the Internal Auditors for Forest Heath and East Cambridgeshire 
District Councils to explore the most effective arrangements for future 
auditing of the work carried out by the Anglia Revenues and Benefits 
Partnership on behalf of the three organisations, e.g. in the areas of 
Council Tax, National Non Domestic Rates, Housing Benefit and Council 
Tax Benefit.  Until these discussions have been concluded and a 
consensus view reached about internal audit arrangements, we are 
proposing to maintain our existing approach to the review of the 
aforementioned services, however, we will notify the Audit Committee of 
any developments which will require changes to the Annual Audit Plan. 

• We also acknowledge that there has been a management restructure at 
the Council during 2009/10.  The Annual and Strategic Audit Plans have 
been revised to accommodate the new structure.  

 
3.6 As mentioned previously in paragraph 1.3, 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 Head of 
Internal Audit or the Deputy Audit Manager.   The Computer Audit Needs 
Assessment 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.   This exercise was last 
undertaken in August 2008 and will be repeated during 2010/11.   For the 
purposes of the newly formulated Strategic Audit Plan’s completeness and 
hence, to cover the period 2011/12 to 2013/14, a provision of 40 days has 
been allocated for future computer audit work, in addition to the allocation of 6 
days per annum for computer audit follow up. 



 
4. FORMULATION OF THE STRATEGIC AND ANNUAL AUDIT PLANS 
 
4.1       Having completed the Annual Audit Needs Assessment and prepared a draft 

Strategic Audit Plan for 2010/11 to 2014/15, the latter was subsequently 
reviewed by the Director of Governance and Finance (as Section 151 Officer) 
and Head of Finance (as Deputy Section 151 Officer) during December 2009. 
As a consequence of input from senior management, it has been possible to 
refine the Strategic Audit Plan, consider additional requirements and confirm 
the composition of the Annual Audit Plan for 2010/11, with indicative timings 
for carrying out the relevant reviews.   

  
4.2 Once the relevant Audit Plans have been agreed with the Audit Committee, 

the Head of Internal Audit or Deputy Audit Manager will instruct the Internal 
Audit Service contractor (Deloitte Public Sector Internal Audit Ltd) to adopt 
the Annual Audit Plan as their work programme for 2010/11. 

 
5. REVIEWING PLANNED AUDIT COVERAGE TO ENSURE ITS ON-GOING 

ADEQUACY AND TO SUPPORT THE ADVANCEMENT OF SHARED 

SERVICES, WHERE APPLICABLE 
5.1       Audit Planning is a dynamic process and the environment in which Breckland 

Council operates is frequently subject to change, whether through the 
introduction of new systems, the enhancement/modification of existing 
systems, revised statutory requirements applying to the organisation or other 
developments affecting the way in which the Council conducts its business.   
As a consequence, Internal Audit Plans are continually monitored by the 
Head of Internal Audit and/or Deputy Audit Manager to ensure that they 
remain timely and comprehensive in their proposed coverage.   Throughout 
the coming year therefore, the Plans may have to be amended to reflect any 
changing priorities that might surface and possibly, have to react to existing 
risks that may subsequently escalate, diminish, disappear or be superseded 
by new risks, as they affect Breckland Council.   For this reason, flexibility will 
be shown towards planned audit coverage, to ensure that it is constantly 
responsive to changing needs and new requirements. 

 
5.2 In undertaking our audit planning, we have been mindful of ongoing 

developments in the pursuit of shared services between Breckland and South 
Norfolk Councils.  Whilst the internal audit service itself will not be directly 
affected by this initiative (as this particular service is already provided on a 
“shared service” basis between Breckland, South Norfolk, North Norfolk and 
Broadland District Councils, Great Yarmouth Borough Council, the Broads 
Authority and CNC Building Control), there are a number of factors that will 
need to be considered as the shared service agenda progresses.   For 
example, looking specifically at Breckland and South Norfolk Councils, the 
first phase of redesigned services is forecast to go live in April 2011, with 
project completion envisaged by December 2011. 

 
5.3 Formulation of joint service provisions could well impact on internal audit 

coverage in both 2010/11 and 2011/12 and in view of this, it is appreciated 
that the following areas may well warrant additional audit focus in due course: 

 

• When integrating services, management have to consider a number of 
factors, e.g. sharing of computer systems, reassessing resourcing 
requirements, determining responsibility for management of service 
delivery and systems of internal control for individual service areas under 



new management structures and funding requirements to facilitate the 
new working arrangements.  It may be appropriate for internal audit to 
have a role in pre-implementation reviews before systems are integrated 
to assist management with ensuring that all necessary factors have been 
properly considered, as well as making recommendations that could be 
applied universally to ensure successful integration of the affected 
services. 

• Before services are subject to change, other additional risks may be 
realised that can have a significant impact on service delivery, for 
example loss of key staff, or increased resources being expended in the 
changeover period leading to less time and resources remaining to 
manage the service on a day-to-day basis.  It also needs to be recognised 
that risks materialising during the transition from closedown of the old 
service provisions to the new, can often lead to ongoing problems in the 
new service arrangements.  In such circumstances, it may be necessary 
for internal audit to assess whether reviews are required to evaluate 
whether existing services are functioning as expected and key controls 
are being satisfactorily managed in those services subject to significant 
change. 

• Following services switching to a shared delivery, internal audit focus 
potentially could be required to ensure assurance is gained that services 
are being managed as expected, in order to provide the requisite 
assurances to corporate management and members.  We will evaluate 
this, as part of our ongoing audit needs assessment process.  In addition, 
post-implementation reviews may be required at either a project level (e.g. 
what lessons could be learnt from the consolidation process generally) or 
a transaction level (providing assurance over data transfer between 
systems).  

 
5.4 This may lead, in the short term, to an expansion in the Annual Audit Plan to 

accommodate the additional risks presented by changing service delivery. 
Any changes to the Audit Plan as a result of shared services will be agreed 
with the Council’s Director of Governance and Finance/Section 151 Officer 
and Head of Finance, and be communicated to the Members through Internal 
Audit Progress Reports.   

 

 
 


