
Appendix 3 
 

BRECKLAND COUNCIL 
INTERNAL AUDIT STRATEGY FOR 2013/14 

 
 
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 Internal 
Audit Consortium Manager and then presented to the Audit Committee for 
formal approval.   The Audit Committee endorsed the Terms of Reference for 
2012/13 on 3 February 2012, whereas the Terms of Reference for 2013/14 
are attached today (15 February 2013) for appropriate consideration and 
approval.    

 
1.3 Each year, in accordance with contractual arrangements, an Audit Needs 

Assessment is undertaken by the Internal Audit Consortium Manager or the 
Deputy Audit Manager as part of the audit planning process, culminating in 
the development of a 3-year Strategic Audit Plan, with an Annual Audit Plan 
being extracted from the latter for adopting in the succeeding financial year. 

 
1.4 A Computer Audit Needs Assessment (CANA) is also usually performed on a 

3-yearly cycle by the Internal Audit Services contractor, and the outcomes of 
this exercise then feed into the 3-year Strategic Audit Plan and the Annual 
Audit Plan for the new financial year.  There was a departure from this 
approach in 2012/13 however, as we were asked by Corporate Management 
Team to reassess our proposed IT audit coverage to ensure it was fully 
cognisant of recent organisational and computer developments at the 
authority, with resultant planned provisions being as responsive as possible to 
these changing circumstances and targeting those areas where input would 
add the most value.   Members received a copy of the amended Strategic 
Audit Plan for 2012/13 on 23 November 2012 containing updated computer 
auditing requirements and the new Strategic Audit Plan for 2013/14 likewise 
contains the latest CANA planned requirements earmarked for delivery 
between 2013/14 and 2015/16. 

 
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 Assistant Director, Finance (as Section 151 Officer) 

of an audit opinion each year concerning the Council’s systems of internal 
control, and on a 2-yearly basis, an audit opinion relating to systems of 
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 formation of the present Internal Audit Strategy is essentially risk driven, 
whilst also acknowledging that the primary issues to the Council at present 
are the ongoing need to deliver financial savings and legislative changes, and 
this in itself generates additional risks for the authority.  As a result, 
consultation has been undertaken with the Council’s Section 151 Officer and 
the Corporate Management Team to discuss the focus of future audit 
coverage and review the sequencing of audit projects to provide a 
programme of planned work that utilises audit resources to best advantage, 
supports the authority in the delivery of its corporate objectives and generates 
independent assurances on operational arrangements where they are needed 
most.  In undertaking the Audit Needs Assessment, we have also considered 
a number of core documents that enhance our understanding of the audit risk 
environment at the Council, including: 
 
Corporate Documentation 

• The Statement of Accounts and Annual Governance Statement, 2011/12; 

• The Corporate and Operational/Service Risk Registers 2012/13 as at 
January 2013; 

• Draft Estimates 2013/14 and Medium Term Plan, presented to Audit 
Committee on 23 November 2012; 

• Annual Report on the Treasury Management Service and Actual 
Prudential Indicators 2011/12, presented to Audit Committee on 15 June 
2012; 

• Treasury Management Mid Year Report, presented to Audit Committee on 
23 November 2012; 

• Corporate Asset Management Strategy 2012 – 2020, presented to 
Cabinet on 20 November 2012; 

• Breckland Tenancy Strategy, presented to Cabinet on 8 May 2012; 

• Homelessness Strategic Delivery Plan, presented to Cabinet on 8 May 
2012; 

• Allocations Policy, presented to Cabinet, 9 October 2012; and, 

• Delivery of Affordable Housing on Council owned land at Snetterton North 
End, presented to Cabinet 20 November 2012. 

 
Audit Commission Documentation 

• Annual Audit Letter 2011/12; and, 

• Annual Governance Report 2011/12. 
 
 



 
Other Documentation 

• On an ongoing basis, Internal Audit maintains an oversight of issues that 
may affect the audit risk the Council faces; this includes attending training 
events, receiving briefings and updates on topical matters from Deloitte 
Public Sector Internal Audit Ltd and subscribing to CIPFA’s quarterly 
newsletter – Audit Viewpoint and  TIS Online services, etc 

 
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 there is a higher incentive, motivation and rationalisation 
to commit a fraudulent or corrupt act, e.g. 
o Housing Benefits 
o Provision of Discounts (e.g. Council Tax Discounts) 
o Awarding of Grants – Community Grants and Private Sector Housing, and 

other similar “direct” payments 
o Cash Collection 
o Credit Income 
o Creditor Payments 
o Contracts and Procurement 
o Loans and Investments 
o Payroll, Expense Claims and Recruitment 
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 Very High, 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.   
High risk areas will be audited on a 2-yearly basis, and Very High areas will 
be scrutinised on an annual basis. 

 



 
3.5 In order to extract savings on internal audit costs to the Council, this year we 

have also embarked on an audit job budgets rationalisation exercise, the 
findings of which were discussed with the Section 151 Officer on 25 January 
2013.   This task entailed carrying out comparative work on all clients’ Audit 
Plans (past and present) to ensure that in the future, Norfolk Internal Audit 
Consortium members are charged the same number of days for their audits, 
whereas previously there had been some minor anomalies between client 
sites.  Thus, Breckland’s new Strategic Plan now contains the reworked job 
budget allocations for individual assignments. 

 
3.6 Prior to finalising our assessment, we have also been mindful of changes 

within the Council occurring throughout the year.   As a consequence, we 
agreed with management that we would defer the Homelessness and 
Housing Strategy audit from 2012/13 to 2013/14, to allow the new Housing 
Services restructure and changes to customer interaction, homelessness 
prevention, management of disabled facilities grants, choice based letting 
system changes etc, to be rolled out and fully embedded, before we 
conducted any review work in these areas. Hence, this deferred audit 
requirement has since been built into 2013/14 audit coverage envisaged.     

 
3.7 We have also maintained contact with the Internal Auditors at South Holland 

Council to review where we can potentially work together in the future and 
there has already been some initial sharing of audit reports to take assurance 
from each other’s work, although it has been appreciated that there is limited 
scope at present due to different service delivery models in operation at each 
Council.   However, as shared services develop over the two sites, we will 
continue to explore the feasibility of joined up working with the South Holland 
Internal Auditors. 
 

3.8 As mentioned previously in paragraph 1.4, 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 Internal Audit 
Consortium Manager 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.   The outcomes of the 
latest exercise performed in 2012/13 have been incorporated in the 2013/14 
Strategic Audit Plan.  

    
4 FORMULATION OF THE STRATEGIC AND ANNUAL AUDIT PLANS 

 
4.1      As noted above in Section 3 of the Strategy, prior to completing the Annual 

Audit Needs Assessment for 2013/14, there has been liaison with the Section 
151 Officer and Corporate Management Team to identify a minimum level of 
audit coverage required in respect of the forthcoming financial year.    

 
4.2      Draft strategic audit planning proposals for 2013/14 were submitted to the 

Section 151 Officer on 29 January 2013 and to Corporate Management Team 
on 1 February 2013. As a consequence of input from senior management, it 
has been possible to confirm the adequacy of audit coverage formulated for 
2013/14 onwards, consider additional requirements where appropriate, obtain 
acceptance to updated audit requirements and agree the composition of the 
Annual Audit Plan for 2013/14, with indicative timings for carrying out the 



relevant reviews.   In addition, we have also consulted with External Audit, 
providing them with copies of the new Strategic and Annual Audit Plans, prior 
to their presentation to the Audit Committee. 

 
4.6 Upon receiving the Audit Committee’s approval to the new year Audit Plans, 

the Internal Audit Consortium Manager or Deputy Audit Manager will instruct 
the Internal Audit Service contractor (Deloitte Public Sector Internal Audit Ltd) 
to adopt the relevant elements of the Annual Audit Plan as their work 
programme for 2013/14, whilst recognising that the Revenues and Benefits 
associated systems work (aside from the review of the Partnership’s 
Governance arrangements) are now being undertaken by the St. 
Edmundsbury Internal Auditors. 

 


