
BRECKLAND COUNCIL 
 
Report of the Head of Internal Audit to the 
AUDIT COMMITTEE – 3 February 2012 

INTERNAL AUDIT’S TERMS OF REFERENCE, PERFORMANCE INDICATORS, 
CODE OF ETHICS, STRATEGY, AUDIT PLANS, AND SUMMARY AUDIT 
COVERAGE INFORMATION FOR 2012/13 

  

1 Purpose of Report 
1.1 This report provides an overview of the stages followed prior to the formulation of the 

Strategic Audit Plan for 2012/13 to 2014/15 and the Annual Audit Plan for 2012/13.   
The Annual Audit Plan will then serve as the work programme and initial terms of 
reference for the Council’s Internal Audit Services Contractor, Deloitte Public Sector 
Internal Audit Ltd, and provide the basis upon which the Head of Internal Audit will 
subsequently give Audit Opinions on Breckland Council’s systems of internal control 
and risk management, and corporate governance arrangements for the year 
2012/13. 

 
1.2 The report additionally aims to clarify the links between Internal Audit’s Terms of 

Reference, Performance Indicators, Strategy, and its Strategic and Annual Audit 
Plans, as well as detailing the way in which Internal Audit will operate at the Council 
in the year ahead, in order to satisfy the CIPFA Code of Practice for Internal Audit in 
Local Government and Statement on the Role of the Head of Internal Audit in Public 
Service Organisations.  

 
1.3 In reviewing and approving the audit documentation attaching to this report, the Audit 

Committee is making appropriate provisions to ensure that the Internal Audit 
requirements as stated in the Accounts and Audit Regulations 2003, and Accounts 
and Audit (Amendment) (England) Regulations 2006, are being properly met, and 
due support is being given to securing an Internal Audit Service, which is compliant 
with CIPFA guidance on the subject.  

 

 

2 Recommendations 
 It is recommended that the Committee approve: 
2.1 Internal Audit’s Terms of Reference and Performance Indicators for 2012/13;  

Internal Audit’s Code of Ethics for 2012/13; 
Internal Audit’s Strategy for 2012/13; 
The Strategic Audit Plan for 2012/13 to 2014/15; 
The Annual Audit Plan for 2012/13; and, 
The Summary of Internal Audit Coverage for 2012/13. 
 

 
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 In accordance with statutory and best practice requirements, Internal Audit’s Terms 
of Reference, Performance Indicators, 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 Quarters 3 



and 4 of 2011/12 to determine the audit approach to be adopted in 2012/13.   The 
report furthermore seeks to demonstrate how each stage of the process followed 
links together, culminating in the formulation of an Annual Audit Plan for 2012/13, 
whilst also setting out the parameters within which the Internal Audit Services 
contractor will work alongside the audit management team to deliver internal audit 
coverage at the Council throughout the forthcoming year.  

 

3.2 Issues 

3.2.1 When conducting the audit needs assessment exercise for 2012/13, Internal Audit 
has been ever mindful of the financial pressures facing the authority both currently 
and in future years.   To ensure that our resources are used to best advantage, not 
only to provide requisite annual opinions to feed into the Council’s Annual 
Governance Statement for 2012/13 but also to add value and constructively support 
the organisation in the attainment of its corporate objectives, we have been liaising 
with other Internal Audit Service providers to avoid potential duplication of work,  
minimise disruption to auditees and their service areas under review, and generate 
cost savings for Breckland Council, wherever possible. 

3.2.2 As a consequence, we have undertaken process benchmarking with our internal 
audit counterparts at St. Edmundsbury and South Holland Councils in Quarter 3 of 
2011/12 with a view to ascertaining the feasibility of undertaking future joint audits 
and being able to place reliance on each other’s work, thereby paving the way for 
one set of auditors to be solely responsible for reviewing shared service 
arrangements, where relevant.    

3.2.3 This has resulted in significant advancements being made over the auditing of the 
Anglia Revenues and Benefits Partnership with St. Edmundsbury Council being 
nominated to provide the lead auditors for systems reviews, whilst current 
negotiations are indicating that Breckland’s Internal Auditors will perform computer 
audit assignments in relation to the applications used by the partnership. 

3.2.4 To date, however, we have not been able to identify any shared initiatives for 
2012/13 with Audit Lincolnshire, the Internal Audit Service provider for South Holland 
Council.   We had explored one potential option in the Annual Audit Plan for 2011/12, 
but this has had to be subsequently rejected on the grounds that it did not offer a cost 
neutral option for both authorities.   It is our intention to continue to monitor the 
situation and when opportunities arise, seek to combine with our internal audit 
colleagues in the delivery of audits across both sites. 

3.2.5 Aside from the new approach over the auditing of the Anglia Revenues and Benefits 
Partnership, we have not sought to introduce radical changes to our audit 
programme, although we have adopted a more consultative approach with 
management when agreeing where audit focus should be channelled in 2012/13.   
Furthermore, as we reiterate in our Internal Audit Strategy each year, the Annual 
Audit Plan is by no means set in stone.   It is a living document, and will be 
responsive to changing priorities.   We review our audit coverage regularly 
throughout the year and will exercise flexibility wherever possible, juggling audits to 
enable opinions to be given where independent assurance is most needed. 

3.3 Internal Audit’s Terms of Reference, 2012/13 

3.3.1 The Terms of Reference for Internal Audit are attached at Appendix 1, whilst 
accompanying performance indicators against which the Internal Audit Service will be 
evaluated are listed at Appendix 1a.  Our terms of reference form the basis under 
which Internal Audit operates at the Council.    This year, we have revised Section 3 
within Appendix 1 to elaborate further on working arrangements to be adopted with 
other Internal Audit Service providers.  We have also expanded our Performance 
Indicators at Appendix 1a, to recognise that we aim to achieve full compliance with 
the CIPFA Statement on the Role of the Head of Internal Audit in the course of 
2012/13. 

 



 

3.4 Internal Audit’s Code of Ethics, 2012/13 

3.4.1 The Code of Ethics sets out the expected behaviours of Internal Audit Staff and can 
be found at Appendix 2.  We have added a new paragraph at 4.2 to reflect that the 
Head of Internal Audit should be carrying out her duties in accordance with best 
practice guidance circulated by CIPFA and additionally revised Section 6 so that it is 
more concise. 

3.5 Internal Audit Strategy, 2012/13 

3.5.1 The Internal Audit Strategy, at Appendix 3, sets out how Internal Audit develops and 
delivers Strategic and Annual risk-based Audit Plans.  In developing the Strategy for 
2012/13, we have introduced a number of enhancements.   We have reflected on the 
increased consultative approach that has been adopted going forward with 
management at Breckland Council and other Internal Audit Service providers where 
shared service arrangements apply, confirmed the need for a computer audit needs 
assessment to be carried out ahead of previously specified scheduling requirements, 
and acknowledged that in 2012/13, we will be giving three audit opinions concerning 
not only systems of internal control, but also risk management and corporate 
governance arrangements.  

3.6 The Strategic Audit Plan, 2012/13 to 2014/15 

3.6.1 The Strategic Audit Plan, at Appendix 4, provides an overview of the envisaged 
audit coverage over the next three years, based on our Audit Needs Risk 
Assessment.   However, some caution should be exercised when reviewing this 
paper; whilst it is useful in providing an overview and indicating where service 
reviews may take place, the current uncertainty within local government may lead to 
significant revision being required to this document year-on-year.  We will continue to 
undertake Annual Audit Needs Assessments that identify the requisite level of audit 
coverage based on the existing conditions and anticipated changes at that time. 

3.7 The Annual Audit Plan, 2012/13 

3.7.1 The Annual Audit Plan is included at Appendix 5.  This is a sub-set of the overall 
Strategic Audit Plan, again derived from our Audit Needs Risk Assessment.  Having 
produced an outline Annual Audit Plan, we have consulted with the Council’s 
Corporate Management Team to discuss and agree overall audit coverage and the 
potential timing of forthcoming reviews, thereby seeking to both inform service areas 
as to the focus of future reviews and, wherever possible, minimise disruption to them 
when undertaking audit work in the course of forthcoming year.  Our consultations 
with management did result in some changes to our original timetabling proposals, 
essentially so that the audits in question will be as constructive as possible when 
they are performed. 

3.7.2 It should be noted that in producing the plan, as identified in our Internal Audit 
Strategy, we will now be reassessing computer audit requirements in the first quarter 
of 2012/13 and using the outcomes of this work to inform future programming of IT 
related reviews. We will, however, continue to deliver two earmarked audits in the 
new financial year – the Cash Receipting application will be examined and attention 
will be given to the Revenues and Benefits – Electronic Document Records 
Management system.   Otherwise, the remaining days shown in the Plan will be re-
allocated and the Audit Committee updated as soon as the new list of projects for 
scrutiny has been formulated and agreed with management.  

3.7.3 The Audit Plan envisages a total of 234.5 days to be delivered in 2012/13, compared 
with 200.5 days attaching to the revised Audit Plan for 2011/12, although original 
provisions for 219 days had been approved by the Audit Committee in January 2011.  
The 234.5 days includes the 10-day review of the Cash Receipting Application, as 
alluded to above at paragraph 3.7.2.   The reason for the delay in delivering this audit 
has been regularly monitored in our Internal Audit Activity Reports and given that the 
system is shortly to be implemented, there should be no problems with the 
completion of this work in 2012/13. 



 

 

3.8 Summary of Proposed Audit Coverage, 2012/13 

3.8.1 The Summary of Audit Coverage, included at Appendix 6, provides an oversight of 
the type of issues that will be considered within each audit undertaken, and why the 
individual service has been identified for audit scrutiny in the forthcoming year.   The 
information supplied at this stage is designed to provide an overall  framework for the 
audit, although it is the more detailed planning work performed by the Internal Audit 
Services contractor in conjunction with service management that provides a greater 
insight into the relative key controls and risks facing the service and where audit input 
would be most beneficial. 

3.9       Levels of Assurance Awarded from 2007/08 onwards 

3.9.1    This year, for the first time, the latest position regarding assurances awarded is also 
attached with audit planning information.   This has been done to provide members 
with an overview as to how the internal control environment has been developing in 
recent years and to list the outcomes of our work to date.   Appendix 7 has been 
provided for this purpose and members will note the proposed audits for 2012/13 are 
identified by way of a cross appearing in the table.   Similarly, we are still working on 
a number of 2011/12 audits and until such time as the final reports are issued, we 
have indicated with a cross where this work is on-going. 

3.10 Options 

3.10.1 The Audit Plans presented have been derived from the Annual Audit Needs 
Assessment undertaken by the Head of Internal Audit.  Failure to support these 
plans, and potentially consider further reductions in the audit coverage, could result 
in the Head of Internal Audit not being able to provide the requisite annual audit 
opinions, and may lead to the Council’s External Auditors having to increase the work 
they are required to perform.    

3.11 Reasons for Recommendation(s) 

3.11.1 Through endorsing the Annual and Strategic Audit Plans, and accompanying Terms 
of Reference, Performance Indicators, Code of Ethics and Internal Audit Strategy, the 
Committee confirms they are satisfied that all areas of Council activity have been 
subject to suitable audit risk assessment and an appropriate timetable is in place to 
deliver Internal Audit input, leading to delivery of soundly-based annual opinions from 
the Head of Internal Audit. 

3.11.2 In providing their endorsement, the Committee also ensures the Council remains 
compliant with the CIPFA Code of Practice for Internal Audit in Local Government, 
2006, and that the Council is firmly committed to implementing best practice with 
regards the Internal Audit function. 

4     Risk and Financial Implications 

4.1  Risk  

4.1.1 As noted in paragraph 3.9.1, a failure to adopt the plan presented could result in 
additional risks to the authority, through the Head of Internal Audit not being able to 
provide the necessary opinions, and the External Auditors being required to perform 
additional audit testing.  There is also the risk that reductions in Internal Audit 
coverage could lead to ongoing weaknesses in the internal control environment at 
the Council not being detected and reported upon, and subsequently resolved 
through remedial work being taken. 



4.2  Financial  

4.2.1 The affordability of the proposed Annual Audit Plan for 2012/13 has been discussed 
with Corporate Management Team and appropriate funding is available to meet the 
costs of the Internal Audit Service going forward.   

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 Through undertaking a risk-based assessment, Internal Audit ensures that its 

resources are targeted at those areas of greatest need for scrutiny, and through 
performing its role to drive services forward helps improve the internal control 
framework which operates to deliver Council priorities 

8. Ward/Community Affected 

8.1 All 

 
Background Papers 
None 
 
Lead Contact Officer: 
Name/Post: Sandra C. King, Head of Internal Audit 
Telephone: 01508 533863 
Email: scking@s-norfolk.gov.uk 
 
Key Decision Status (Executive Decisions only): 
Non-Key 
 
Appendices attached to this report:  

Appendix 1: Terms of Reference for Internal Audit for 2012/13 
Appendix 1a: Performance Indicators for the Internal Audit Service 
Appendix 2:   Internal Audit – Code of Ethics for 2012/13 
Appendix 3:   Internal Audit Strategy for 2012/13 
Appendix 4:  Strategic Audit Plan – April 2012 to March 2015 
Appendix 5:  Annual Audit Plan – April 2012 to March 2013 
Appendix 6:  Summary of Internal Audit Coverage for 2012/13 
Appendix 7:  Levels of Assurance Awarded from 2007/08 onwards 
 


