
Appendix 1

Annual Review of the Effectiveness of Internal Audit

The Scope of this Review
This review is primarily about effectiveness, not process.   In essence, the 
need for the review is to ensure that the opinions expressed by the Head of 
Internal Audit in the Annual Report may be relied upon as key sources of 
evidence in the Annual Governance Statement.

In order for Breckland Council to be able to place reliance on the opinions contained 
within the Annual Report and Opinion, the Internal Audit Consortium Manager (as the 
Council’s Head of Internal Audit) has in place a performance and quality assurance 
framework to demonstrate that the Internal Audit Service is:
 Meeting its aims and objectives.
 Being compliant with the CIPFA Code of Practice for Internal Audit in Local 

Government.
 Being compliant with the CIPFA Statement on the Role of the Head of Internal 

Audit in Public Service Organisations.
 Meeting internal quality standards, confirmed through performance indicators and 

post audit feedback received.
 Putting forward practical audit recommendations that are agreed with senior 

management and lead to ongoing improvements to the internal control 
environment at the Council, as evidenced by the subsequent implementation of 
agreed actions.

 Continually seeking to improve service delivery whilst also adding value and 
assisting the Council in meeting its objectives.

 Producing work which the External Auditor is able to place reliance upon.
 Supporting an effective Audit Committee.

Delivering the Aims and Objectives of Internal Audit 

The aims and objectives of the Internal Audit Service are established in Internal 
Audit’s Terms of Reference, Internal Audit’s Strategy, Annual Audit Needs 
Assessment and Strategic and Annual Audit Plans, which are updated each year and 
submitted to the Audit Committee for formal approval.

There are essentially three main objectives which drive service delivery:

Objectives Means of delivery
To provide an independent and 
objective opinion to the organisation 
on the control environment 
comprising risk management, control 
and governance, by evaluating its 
effectiveness in achieving the 
organisation’s objectives.   

In June each year, the Head of Internal 
Audit provides an annual opinion on the 
Council’s system of internal control, and 
its arrangements for corporate 
governance and risk management.  

Internal Audit’s Terms of Reference 
(Section 5 – Internal Audit’s 
Independence and Accountability) and 
Code of Ethics explain how the Council’s 
Internal Auditors are able to provide 
independent and objective opinions in 
relation to individual audit assignments 



and when developing an overarching 
annual opinion.

To carry out an examination of the 
accounting, financial and other 
operations of the Council. 

The Internal Audit Strategy and Terms of 
Reference demonstrate that Internal 
Audit reviews the full range of operations 
at the Council.   All planned audit 
coverage is determined with the aid of a 
risk based annual audit needs 
assessment. 

To assist management with the 
prevention, detection and 
investigation of fraud and abuse.

Through undertaking in-depth reviews of 
business operations, the Internal Audit 
Service supports management in 
minimising the risk of fraud and abuse.

In the course of 2012/13, the Council has 
been additionally proactive in refreshing 
its Counter Fraud, Corruption and Bribery 
Policy and its Whistleblowing Policy.   
There has been some alignment of these 
policies with those of South Holland 
District Council, with whom it has a 
shared management team.   Both 
policies firmly establish the role of the 
Head of Internal Audit in counter fraud 
arrangements.

Since the policies were revised in 
February 2013, a number of further 
actions have been taken by the Council, 
namely:
 The policies have been emailed to 

those officers responsible for External 
Contractors, so that the updated 
policies can be forwarded on to them.

 The policies have been put on the 
Council’s intranet.

 The documents have been emailed to 
Human Resources for inclusion in 
New Starter packs.

 Finance Managers have received 
copies of the policies and cascaded 
them down to their staff.

 

In the course of the financial year, the Head of Internal Audit) has had regular 
progress meetings with the Assistant Director, Finance (Section 151 Officer) and/or 
the Accountancy Manager (Deputy Section 151 Officer) to discuss the status of audit 
assignments featuring in the Annual Audit Plan and the quality of service delivery 
generally, and to debate and agree Draft Audit Plans for the following year, prior to 
their submission to Corporate Management Team and the Audit Committee for 
formal approval.   There was also a need in year for the Head of Internal Audit to be 
present at the Exit Meeting pertaining to the Procurement review, where audit 



findings and recommendations were discussed with management, following an 
unsatisfactory assurance being given to operational arrangements.   

The Head of Internal Audit has similarly met with members of the Audit Committee, 
attending 4 of the 5 scheduled Committee meetings convened during the year, and 
has taken part in private discussions, as well as contributing to Committee agendas 
with reports on the outcomes of Internal Audit work carried out at the authority. 

The Assistant Director, Finance has also participated in 2 meetings of the Norfolk 
Internal Audit Consortium held in September 2012 and January 2013.   These 
meetings are used to bring together Consortium members to review progress in 
relation to Annual Plans, discuss the performance of the contractor as well as any 
client officer issues arising, be appraised of any new developments/changes to 
working practices designed to improve service delivery and consider the future 
arrangements for the Internal Audit Service, when the contract with Deloitte & 
Touche Public Sector Internal Audit Ltd expires at the end of September 2014.

Complying with CIPFA’s Code of Practice for Internal Audit in Local 
Government

The CIPFA Code of Practice for Internal Audit in Local Government specifies the 
standards for Internal Audit.  In 2012/13, the Code of Practice self assessment 
checklist, completed by the Head of Internal Audit and submitted to the Assistant 
Director – Finance for independent validation, confirmed full compliance had been 
achieved in relation to the 11 key criteria stated therein.

Complying with CIPFA’s Statement on the Role of the Head of Internal Audit in 
Local Government 

This Statement sets out the 5 principles that define the core activities and behaviours 
that apply to the role of the Head of Internal Audit, and the organisational 
arrangements to support them. The Head of Internal Audit needs to:

 Champion best practice in governance, objectively assessing the adequacy of 
governance and management of risks, commenting on responses to 
emerging risks and proposed developments;

 Give an objective and evidence based opinion on all aspects of governance, 
risk management and internal control;

 Undertake regular and open engagement across the authority, particularly 
with the Leadership Team and with the Audit Committee;

 Lead and direct an Internal Audit Service that is resourced to be fit for 
purpose;

 Be professionally qualified and suitably experienced.

Each principle has associated requirements (59 in total) to demonstrate how they 
should be employed in practice.  The Internal Audit Service has been 
benchmarked against these criteria and been found to satisfy all relevant 
elements.   

N.B. The detailed assessment of the Internal Audit Consortium Manager’s 
compliance with the key governance requirements and core responsibilities as 
specified in the CIPFA Statement has been forwarded to the Assistant Director – 
Finance, for independent scrutiny and verification.



Quality Standards applying to the Internal Audit Service

The Internal Audit Service is benchmarked against a number of performance 
indicators as agreed by the Audit Committee within the Terms of Reference for 
Internal Audit.  Actual performance against these targets is outlined within the table 
below:

Indicator Target 2012/13 
Performance

2011/12 
Performance

Comment

% of audit 
recommendations 
accepted

90% 98.8% 98.3% This continues to 
exceed target.

% of high priority 
recommendations 
implemented

100% 20% 44% There has been a 
marked detioration in 
the number of high 
priority 
recommendations being 
actioned.

Days between 
issue of audit brief 
and fieldwork 
commencing

 More 
than 10 
days
(average)

100% 

26

75%

25

88%

Audit Briefs are issued 
ahead of audit fieldwork 
being undertaken, 
although a 2-week lead-
in is not being strictly 
observed in every case. 

Number of days 
between expected 
fieldwork 
completion and 
actual

0 days

100%

6.5

25%

6.2

53%

Problems are continuing 
to be experienced with 
regards to dates set by 
the contractor for 
finalising audit fieldwork 
and actual end dates 
achieved.

Number of days 
between 
completion of audit 
fieldwork and draft 
report issue

10 days 
or less
(average)

100%

13.3

50%

6.8

82%

There is a noticeable 
deviation from the 
contractual target which 
should be observed.   It 
is taking twice as long to 
progress draft reports, 
compared with the 
previous year.

Number of days 
between issue of 
draft and final 
reports

15 days 
or less
(average)

100%

19.8

50%

15.5

47%

Again, performance has 
dropped and contractual 
targets have not been 
properly met.

Number of days 
between 
completion of 
fieldwork and final 
report issue

25 days 
or less
(average)

100%

33.1

33%

22.3

53%

Audit reports are taking 
far longer than targeted 
turnaround timeframes, 
whereas the previous 
year, a much better 
position had been 
recorded.

Average score 
given to audit 
feedback 

Adequate
(4 out of 
6)

Good
(5.1)

Good
(5.2)

Auditees are continuing 
to provide good positive 
feedback on the service.



The table contains a mixed set of results in terms of performance recorded over the 
year.   The percentage of audit recommendations agreed with management remains 
at a high level, surpassing the target set in this area, and at the same time, post audit 
feedback scores exceed the ‘adequate’ requirement originally sought.   However, the 
percentage of completed high priority audit recommendations has fallen significantly 
to 20% in 2012/13 and this is a major cause for concern, given that the percentage 
figure for the previous year had been 44%.   Implementation of such 
recommendations designed to correct fundamental flaws in systems of internal 
control is management’s responsibility, and until such time as these agreed actions 
are satisfactorily processed, the Council’s control environment remains substantially 
compromised.      The high priority recommendations involved are noted in both the 
Annual Report and Opinion, and the Report on the Status of Audit Recommendations 
due for implementation by 31 March 2013, and concern arrangements within Asset 
Management, Internet and Email, Procurement, Environmental Health Services, the 
Anglia Revenues and Benefits Partnership, and Network Infrastructure and Security,

The timescales for completing audits has also been far from satisfactory over the 
course of the year.   

When analysing why there have been delays, it has been established that audit 
fieldwork was late for a range of reasons, e.g.

 Key officers had been on leave whilst the auditor was on-site, thereby 
making it necessary to extend the fieldwork to permit subsequent contact 
with these officers, before being able to conclude audit testing work, which 
was reliant on obtaining access to further information/files/reports;

 File review work carried out by both Deloittes’ Field Manager and the Audit 
Management Team had resulted in some additional issues being raised with 
the on-site auditors and this, in turn, had led to extra time being required to 
clear these review points before the content of draft reports could be agreed 
and the documentation formally issued;

 Some audits were subject to Deloittes’ extended quality review process 
which adversely impacted on the release of draft audit reports;

 In one particular case, the auditor went off sick, thus the fieldwork could not 
be completed as originally envisaged.

The cause of the lengthy timeframes between draft and final audit reports however, is 
more straightforward to explain.   Delays here have been due to either late receipt of 
management responses, or problems associated with agreeing the form that the 
management response will take with client officers.   As mentioned already in the 
section headed up ‘Delivering the Aims and Objectives of Internal Audit’, an Exit 
meeting had to be convened with management to discuss the findings of the 
Procurement audit and how issues found would subsequently be resolved.     

In view of the above issues, in the course of the last quarter of the year, the Audit 
Management Team has worked closely with both management and Deloittes to 
ensure that the Annual Audit Plan was finished in sufficient time to provide an Annual 
Report and Opinion based on completed assignments.   Moreover, a Workshop 
between the Audit Management Team and Deloittes has now been organised in July 
2013 (and the Assistant Director – Finance / Section 151 Officer has also been 
invited to attend), which will be revisiting audit working practices and exploring how 
improvements to performance can be obtained in 2013/14.



Strengthening the Council’s Systems of Internal Control

Our work has confirmed that assurance levels for individual audits carried out in 
2012/13 were predominantly positive, with 10% receiving a good assurance and 70% 
- an adequate assurance.   The remaining 20% of assurances were split between 
limited at 15% and unsatisfactory at 5%.   

Good audit opinions were given to Environmental Services – Waste Management 
and Corporate Governance and Risk Management arrangements. With reference to 
the Environmental Services – Waste Management assurance level, it was noted that 
achievement in 2012/12 matched the assurance level given in 2010/11, when the 
service area was last audited.  Corporate Governance/Change Control, when last 
examined in 2011/12 received an adequate opinion; hence there has been a marked 
improvement in the internal control environment since our last visit.   

Conversely, systems of internal control operating in relation to Council Tax and 
National Non Domestic Rates, Environmental Health, and Network Infrastructure and 
Security were each awarded limited opinions in 2012/13.   The control frameworks 
operating in these areas had not progressed since our last inspections of provisions 
were carried out in 2010/11, 2009/10 and 2010/11 respectively.   Of greater concern, 
however, was the fact that our 2012/13 review of Procurement identified that 
previously adequate working practices had detiorated to an unsatisfactory level, 
culminating in the raising of 10 recommendations, comprising 5 high, 4 medium and 
1 low priority ratings  to address control weaknesses found.   On the basis of target 
dates set for the implementation of these agreed actions, it was further noted that the 
8 recommendations to be completed before year end were still found to be 
outstanding when we performed our year end verification work. The Management 
Summary attaching to this audit (BRK/13/02 can be found in the Internal Audit 
Consortium Manager’s Annual Report and Opinion at Appendix 2(a).

Our year end review of audit recommendations also indicated that when comparing 
the last 6 months of this financial year with the same period in the preceding year, 
the number of recommendations had risen from 65 to 73, whilst the number of 
completed and/or superseded recommendations had dropped from 53.8% to 49.3%.   
In addition, the number of high priority recommendations as seen in the table above 
has fallen to an unacceptable level of 20%.

In conclusion, it is acknowledged that Internal Audit work seeks to enhance the 
Council’s internal control environment and management are responsive to accepting 
audit recommendations put forward; however, over the year, there have been issues 
with management’s subsequent processing of agreed actions arising from audit 
reviews.

Improving Service Delivery and Adding Value

We constantly strive to improve the Internal Audit Service, with reference to the way 
we operate and the quality of our outputs.   To this end, in 2012/13, we linked up with 
the West Suffolk Partnership (WSP) regarding the audit of the Anglia Revenues and 
Benefits Partnership (ARP), although WSP later declined to evaluate a number of 
extra controls that we requested.   Consequently, we obtained approval from the 
Assistant Director – Finance / Section 151 Officer to carry out this additional audit 
testing as part of the Work to support the preparation of the Annual Governance 
Statement (Audit No. BRK/13/07) and upon finalisation of this work established the 
existence of a number of further weaknesses within systems of internal control 



employed by ARP.   However, the implementation of agreed recommendations 
should resolve the operational weaknesses found. 

We have likewise been in contact with Audit Lincolnshire, which provides the Internal 
Audit Service to South Holland District Council, to compare Audit Plans and 
investigate whether any opportunity existed in 2012/13 to carry out joint working or 
undertake audits where findings could be shared across both Councils.   There was 
no potential for collaboration however, but we continue to maintain open lines of 
communication.

In addition to the above, w have undertaken a review of ARP Governance on behalf 
of Breckland Council, the results of which will shortly be shared with the other partner 
Councils served by ARP, i.e. St. Edmundsbury, Forest Heath and East 
Cambridgeshire Councils.   Hold Harmless letters have been prepared by Deloittes 
and once these have been agreed and signed by the relevant parties, copies of the 
resultant final audit report will be circulated to the other Councils.   In line with 
aspirations to place increasing reliance on third party assurance, it is also important 
to note that we took into account the important work performed by Activist, before 
setting our own terms of reference for reviewing ARP Governance. 

Other areas where we have sought to improve service delivery in year have 
concerned the redevelopment of our audit brief and reporting templates, to enhance 
the approach taken to the scoping of projects and communication of audit findings, 
together with submitting greater justification for audit opinions given.  Furthermore, 
we now require Deloittes to provide us with individual opinions on core financial 
systems, when carrying out work to support the preparation of the Annual 
Governance Statement.

The continuing production of Audit Newsletters over the course of the year and our 
ongoing membership of the Norfolk Chief Auditors Group – an excellent forum where 
we are able to network with our peers, discuss developments within the sphere of 
auditing and share best practice, represent additional ways in which we seek to add 
value for our clients.

For the third year in succession, we have also assisted the Council in the delivery of 
its REV ACTive project by carrying out interim grant certification work.   This work is 
performed by the Audit Management Team at the request of management.

Finally, another key marker of our willingness to demonstrate added value has been 
the flexibility we have been able to show with regards to the Annual Audit Plan, i.e. 
deferring planned work to enable more constructive reviews to be carried out at a 
later date within the current year (e.g. Audit Nos. BRK/13/06 Corporate Governance 
and Risk Management, plus BRK/13/11 Network Infrastructure and Security), and 
carrying work forward from one Annual Audit Plan to another after detailed audit 
planning has indicated that a review would be of limited value at the present time and 
instead proving more constructive if performed in 6-12 months time (e.g. Audit No. 
BRK/13/09 Homelessness).

External Audit’s Reliance on Internal Audit’s Work

We continue to maintain good working relationships with the Council’s External 
Auditors, i.e. the Audit Commission and thereafter, Ernst and Young.   We have 
always advocated close ties with our External Audit counterparts, in order to deliver 
effective and efficient integrated auditing provisions for the Council.   As a 



consequence, throughout the year, we have had regular meetings and periodic email 
exchanges with our External Audit colleagues to discuss progress with the Annual 
Audit Plan, plus any key findings and issues arising from our work.

Since Ernst and Young assumed responsibility for External Audit at Breckland 
Council, we have explored the feasibility of establishing an Audit Joint Working 
Protocol with them.   We have been advised that such a Protocol cannot be finalised 
until their interim financial work has been completed in June 2013, after which we 
have been told that they will be in a position to confirm key controls they will be 
expecting us to test in the future as part of our review work, upon which they will then 
place reliance. However, for the time being, we have adopted their audit sampling 
requirements with reference to all 2012/13 financial audits - all samples being fully 
compliant with their specifications.   We have also supported External Audit in 
drawing up a Briefing Paper to clarify how they will use our work.  

At year end, we were additionally asked to provide Ernst and Young with a written 
response regarding our Objectivity, Competence and Due Professional Care, with 
evidence supplied in support of statements made.   This was sought to enable them 
to form a view on our effectiveness.   A copy of this document has been made 
available to the Assistant Director – Finance.

We are currently responding on another information request from Ernst and Young 
relating to the Risk of Fraud at the authority and the quality of provisions in place to 
safeguard the Council from fraudulent acts that could potentially be committed 
against it.   The Assistant Director – Finance will also be a recipient of the final reply 
that we submit to External Audit.
 
Supporting an Effective Audit Committee

The Audit Committee undertook a review of its own effectiveness on 23 November 
2012, assessing itself against 66 separate elements detailed in the checklist provided 
in the IPF publication: ‘A Toolkit for Local Authority Audit Committees’.   Upon 
completion of the self-assessment exercise, it was ‘resolved that full compliance to 
the checklist is confirmed; subject to appropriate induction training being given to the 
new Members of the Committee’.   This matter was addressed on 8 February 2013, 
when the Head of Internal Audit and the Deputy Audit Manager provided a training 
session to members. The session explained the Section 151 Officer’s responsibilities 
in relation to Internal Audit, formulation of the authority’s Annual Governance 
Statement, External and Internal Audit’s respective roles and responsibilities, how the 
Internal Audit Service is delivered, the development of Audit Plans through to the 
submission of Annual Audit Opinions, other Committee reporting requirements 
placed upon Internal Audit, as well as the methodology adopted when completing the 
annual review of the effectiveness of Internal Audit.   The training given was well 
received.

On an annual basis, the Head of Internal Audit also complies the Annual Report of 
the Audit Committee in consultation with the Chair of the Committee, which looks 
back across the year, providing an overview as to membership, attendance, 
throughput of work and challenge provided, thereby giving a further insight into the 
effectiveness of Committee, based on member commitment shown during the year, 
the nature of items brought to the attention of the Committee and the extent of 
scrutiny then applied to these items of business.


