
BRECKLAND COUNCIL 
 
Report of the Internal Audit Consortium Manager 
AUDIT COMMITTEE – 14 February 2014 

INTERNAL AUDIT’S CHARTER, CODE OF ETHICS, AUDIT STRATEGY, STRATEGIC 
AND ANNUAL AUDIT PLANS, SUMMARY OF INTERNAL AUDIT COVERAGE AND 
PERFORMANCE INDICATORS FOR 2014/15 

  

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 2014/15 to 2016/17 and the Annual Audit Plan for 2014/15.   
The Annual Audit Plan will then serve as the work programme for the Council’s 
Internal Audit Services Contractor, Mazars Public Sector Internal Audit Ltd, and 
provide the basis upon which the Internal Audit Consortium Manager will 
subsequently give Audit Opinions on Breckland Council’s system of internal control 
and risk management, and corporate governance arrangements for 2014/15.  

 
1.2    Members’ attention is also drawn to the fact that this is the first time that an Audit 

Charter has been presented.   Previously, Terms of Reference had been submitted 
annually, but now, in accordance with Public Sector Internal Audit Standards, which 
came into effect from 1 April 2013, it has been necessary to develop an Audit Charter 
to reflect how the Internal Audit Service will operate in accordance with updated 
mandatory standards. The foundations of the Public Sector Internal Audit Standards 
however are not so fundamentally different to those requirements formerly specified 
in the CIPFA Code of Practice for Internal Audit, although the structure of the Charter 
must follow a prescribed format which defines the purpose, authority and 
responsibility of the Internal Audit activity, and clear definitions need to be given of 
those governance elements fulfilling responsibilities of the ‘board’ and ‘senior 
management’. 

 
1.3  In reviewing and approving the Audit Charter and related strategic and operational audit 

planning information, the Audit Committee is making appropriate provisions to ensure 
that the Internal Audit requirements as stated in the Local Government Finance Act 
1982, c.32 and the Accounts and Audit Regulations 2011 are being properly met, and 
due support is being given to securing an Internal Audit Service, which is compliant 
with statutory internal auditing standards applicable to public sector organisations. 

  
 

 

2 Recommendations 
2.1       It is recommended that the Committee approve: 

• Internal Audit’s Charter for 2014/15;  

• Internal Audit’s Code of Ethics for 2014/15; 

• Internal Audit’s Strategy for 2014/15; 

• The Strategic Audit Plan for 2014/15 to 2016/17; 

• The Annual Audit Plan for 2014/15;  

• The Summary of Internal Audit Coverage for 2014/15; and, 

• Performance Indicators for 2014/15. 
 

 
 
 

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 legislative, regulatory and best practice requirements, Breckland 
Council has made arrangements for a continuous internal audit to examine the 
accounting, financial and other operations of the organisation.    This is effectively 
achieved through contractual and group agreement arrangements, which exist 
between Breckland Council and South Norfolk Council, whereby the Internal Audit 
Consortium Manager, based at South Norfolk Council, has developed on behalf of 
Breckland Council, an Audit Charter and overarching Strategy which explain the 
methodology that has been applied when determining future audit coverage of the 
organisation’s business operations.   

3.1.2 A number of other key supporting papers have also been developed to ensure clarity 
regarding the Code of Ethics that will be adopted by the Internal Auditors, together 
with the Performance Indicators to be used to monitor service delivery.   In 
conjunction with these documents, an insight into future audit input envisaged over 
the next 3 years has been provided via a new Strategic Audit Plan for 2014/15 
onwards, alongside a more detailed analysis of audit assignments being lined up for 
the next financial year.   The sequencing of the latter is encapsulated in the Annual 
Audit Plan for 2014/15 and a Summary of Internal Audit Coverage has also been 
compiled, which explains where audit focus will be directed. 

3.2 The Audit Charter 

3.2.1 The Public Sector Internal Audit Standards have been primarily introduced to: 

• Define the nature of internal auditing; 

• Set basic principles for carrying out internal audit; 

• Establish a framework for providing internal audit services, which add value to 
the organisation, leading to improved organisational processes and operations. 

• Establish the basis for the evaluation of internal audit performance and to drive 
improvement planning. 

 
As part of evidencing that these requirements are being adhered to, there is a duty 
on the Internal Audit Service to construct an Audit Charter which demonstrates how 
these elements are being handled and managed.   The Internal Audit Consortium 
Manager for Breckland Council has therefore compiled a Charter which covers off the 
above requirements, acknowledging too that some additional appendices have been 
needed to give further clarity on important issues such as the Code of Ethics and the 
Performance Indicators adopted by the Internal Audit function. 

3.2.2 In migrating from previously maintained Terms of Reference (which were last 
reviewed by the Audit Committee in February 2013) to the establishment of an Audit 
Charter that fully complies with the mandatory standards, it has been necessary to: 

• Apply a revised definition of internal auditing.   Under previous Code of Practice 
arrangements, the emphasis had been on Internal Audit as an assurance 
function, whereas now there is recognition that the function should be operating 
on two levels, providing assurance and also giving advice and guidance on 
governance and control, in a consulting capacity. 

• Utilise the Audit Charter to establish the purpose, authority and responsibilities of 
the Service provision, its rights of access and the scope of its activities. 

• Develop information explaining Quality Assurance and Improvement processes 
that will be followed, which contains commentary on how both internal and 
external assessments will be addressed going forward. 

• Recognise and define the terms ‘board’ and ‘senior management’ for the 
purposes of Internal Audit activity and acknowledge the role of the Chief Audit 
Executive.   The interpretation of these important governance roles at Breckland 
Council has therefore been examined at Section 4 of the Charter in the section 



covering Organisation and Relationships. 

3.2.3  Finally, there is an obligation under the mandatory standards to review and re-
present the Audit Charter in much the same way that previous Terms of Reference 
had to be revisited annually.   The Charter has to be re-evaluated by the Internal 
Audit Consortium Manager to confirm its ongoing validity and completeness, and 
thereafter, the documentation requires the scrutiny and endorsement of senior 
management and the Audit Committee. 

3.2.4 The Audit Charter can be found attached at Appendix 1 and is sub-divided into 10 
Sections, which dovetail with key elements of the Public Sector Internal Audit 
Standards, whilst the Performance Indicators by which service delivery will be 
measured are included at Appendix 8. 

3.3 Code of Ethics 

3.3.1 An addendum to the Audit Charter headed up ‘Internal Audit - The Code of Ethics for 
2014/15’ sets out the expected behaviours of Internal Audit staff in relation to service 
delivery and is located at Appendix 2.  The basis of standards of conduct for 
2014/15 remain unchanged with reference to those followed by Internal Audit in 
2013/14, as the Code of Ethics developed for the current financial year was written 
such that it completely mirrored the obligations under the new Public Sector Internal 
Audit Standards.   It has, however, been necessary to make one small amendment to 
Section 6 of the Code of Ethics for 2014/15, to mark the changeover from the Deloitte 
auditors to the Mazars auditors, the latter now being engaged to deliver the Annual 
Audit Plan for the Breckland Council.   It is to be noted that the nature of the Internal 
Audit Services contractor’s role has been fully documented in several sections of the 
Audit Charter. 

3.3.2 Aside from the Code of Ethics, the Internal Audit Consortium Manager in the role of 
the Chief Audit Executive will also be cognisant of and comply with requirements laid 
down in CIPFA’s Statement on the Role of the Head of Internal Audit, and it is further 
acknowledged that all Internal Audit staff will operate in accordance with their own 
professional bodies’ Code of Ethics, as well as any organisational Codes of Ethics or 
Conduct relating to their employer or the client authority served.    

3.4      Internal Audit Strategy 

3.4.1 The Internal Audit Strategy (see Appendix 3) is another document that sits alongside 
the Audit Charter, but with the overarching purpose of establishing how the annual 
programme of audit assignments has been devised, in terms of the stages followed 
when undertaking the annual audit needs assessment, the risk factors applied and 
how this information is then used to populate the Strategic and Annual Audit Plans.    

3.4.2 Having completed the annual audit needs assessment and extracted draft strategic 
and annual planning proposals, these were then discussed with the Assistant 
Director, Finance (in their role of Section 151 Officer) on 20 December 2013, with the 
Assistant Director of Commissioning and the Assistant Director – Democratic 
Services plus 9 Service Managers between 10 January and 14 January 2014, and 
finally with Corporate Management Team on 28 January 2014.   The outcome of this 
rigorous, 3-tier consultation process was management’s significant contribution to 
shaping future audit coverage and providing assistance with developing the timetable 
for the delivery of audit projects during 2014/15, ensuring that the timing would 
enable audit work to add value, wherever possible. In the course of liaison with 
management, it was further confirmed that it was no longer viable to support a 
previously agreed move from annual to 2-yearly audit examination of the system of 
risk management and corporate governance arrangements.   The Public Sector 
Internal Audit Standards have influenced this change of approach, whereby Internal 
Audit will once again undertake annual assessments of the provisions in these areas.   

3.4.3  When compiling the new Strategic Audit Plan for 2014/15 onwards, it was further 
noted that two audits earmarked for completion in 2013/14 subsequently had to be 
deferred.   These pieces of work concerned Performance Management, Corporate 
Policy and Business Planning, plus New Homes Bonus, Affordable Housing and 



Home Options.   The two audits were postponed to allow more time for internal 
reviews of arrangements to take place; potential new working practices to be 
developed and rolled out, and activity against schemes and initiatives to advance, 
such that Internal Audit’s review work would be more meaningful when eventually 
carried out.  Hence, the requisite rescheduling of these two particular audits has 
been noted in the new Strategic Plan, as well as the new Annual Audit Plan for 
2014/15.   

3.5      The Strategic Audit Plan for April 2014 to March 2017 

3.5.1 The overarching objective of the Strategic Audit Plan (included at Appendix 4) is to 
provide a comprehensive programme of review work over the next three years, with 
each year providing sufficient audit coverage to give annual opinions, which can be 
used to inform the organisation’s Annual Governance Statement.  

3.5.2 In the past, there has been some variation, year-on-year, with regards to the number 
of planned audit days and projects requiring delivery by Internal Audit Services. 
Moreover, going forward, we confirm that there is a continuing need for wide ranging 
review work in order to meet Public Sector Internal Audit Standards and the revised 
definition of Internal Auditing that they have introduced, which has again resulted in 
fluctuations in planned audit days required in future years.  

3.5.3 In terms of bottom line yearly totals on the new Strategic Plan, they appear to have 
risen sharply compared with 2013/14, but this has been due to the fact that the 
previously approved Annual Audit Plan for 2013/14 had featured 232.5 days, a figure 
that was then revised downwards to 209.5 days due to savings being made against 
job budgets on 4 assignments amounting to 4 days being removed from the Plan, 
and 2 assignments being cancelled which it has subsequently been agreed will now 
be performed in 2014/15.   If the latter however had been delivered as envisaged, the 
2013/14 Audit Plan would have incurred 228.5 planned days and the corresponding 
adjusted total for 2014/15 would have been 215 planned days.   

3.6    The Annual Audit Plan for April 2014 to March 2015 

3.6.1 Having developed the Strategic Audit Plan, the Annual Audit Plan is next extracted, as 
can be seen in Appendix 5 to the report, with timings added to show the sequencing 
of assignments over the course of the financial year.   The Annual Audit Plan for 
2014/15 as already mentioned above encompasses 225 days, allocated across 20 
individual assignments plus audit verification work concerning audit 
recommendations implemented to improve the Council’s internal control environment. 
Of the 20 assignments identified, it is also important to note that 3 reviews relating to 
Revenues and Benefits services are being delivered by another Internal Audit 
provider – the West Suffolk Internal Audit Partnership.   This work equates to 36 
days, i.e. 16% of the Annual Audit Plan. 

3.7    Summary of Internal Audit Coverage for 2014/15 

3.7.1 Summary information, attached at Appendix 6 has also been formulated to give an 
indication as to the nature of forthcoming work over the next 12 months. The 
information has been developed to ensure that the relevant Service Managers and 
members of Corporate Management Team are aware of the direction of Internal Audit 
work over the course of the new financial year and that the Audit Committee can 
obtain an overview of the focus of work scheduled.   Additionally, the documentation 
also ensures both External Audit and the Internal Audit Services contractor receive a 
steer as to the nature of individual audits over the coming year.   Certainly, as far as 
the Internal Audit Services contractor is concerned; the Summary document offers a 
starting point for more detailed audit planning meetings with management.   
However, the guidance therein should be viewed with some flexibility, as the scope 
and subsequent parameters for some audits may need to alter in the event of 
changing corporate priorities, and/or terms of reference requiring adoption may not 
become wholly clear until discussions have been held with management as to the 
key priorities and risks facing service delivery, and where they feel an expanded 
scope is required to add further value. 

 



3.7.2 Having reviewed the Summary of Internal Audit Coverage, it is also useful to take into 
account how the internal control environment at the Council has been evolving over 
time and how future audit input will continue to monitor this situation providing the 
Council with additional independent assurance during 2014/15.   Appendix 7 is 
therefore included to highlight the historical and current position, as well as future 
coverage being put forward.   Crosses within the table indicate where audits have 
been earmarked in 2014/15, as well as identifying those audits still progressing as 
part of the 2013/14 Annual Audit Plan.  

3.8     Options 

3.8.1 Failure to support and approve the risk based Strategic and Annual Audit Plans, and 
potentially consider further reductions in proposed audit coverage, will adversely 
impact on the Internal Audit Consortium Manager’s ability to provide requisite annual 
audit opinions, and may lead to the Council’s External Auditors having to increase 
the extent of work that they need to perform because they are unable to place 
reliance on Internal Audit’s limiting coverage of Council activities. 

3.9     Reason for Recommendation 

3.9.1   The Committee’s acceptance and endorsement of audit planning information 
provided confirms that members 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 assignments with the outcomes of this body of work 
enabling derivation of soundly-based annual opinions from the Internal Audit 
Consortium Manager. 

4. Risk and Financial Implications 

4.1  Risk  

4.1.1 As noted in paragraph 3.8.1, a failure to adopt the Plans presented could result in 
additional risks to the Council, through the Internal Audit Consortium Manager 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, 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 2014/15 has been discussed 
with Corporate Management Team and appropriate funding is available to meet the 
costs of the Internal Audit Service for 2014/15.   

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, Internal Audit Consortium Manager 
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 2014/15 
Appendix 2: Internal Audit – Code of Ethics for 2014/15 
Appendix 3: Internal Audit Strategy for 2014/15 
Appendix 4: Strategic Audit Plan – April 2014 to March 2017 
Appendix 5: Annual Audit Plan – April 2014 to March 2015 
Appendix 6: Summary of Internal Audit Coverage for 2014/15 
Appendix 7: Assurance Chart   
Appendix 8: Performance Indicators for 2014/15 
 


