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Executive Summary

1.1

1.2

1.3

This report summarises the work of Internal Audit during 2016/17 and presents the 
Head of Internal Audit’s opinion on the effectiveness of the Council’s overall control 
environment, governance and risk management for 2016/17.

Of the 96% of the planned audit work that was completed during 2016/17, audit 
assurance opinions issued on the adequacy of the internal controls were recorded as 
‘adequate’ or ‘substantial’ in 93.1% of cases. Four audits were awarded ‘limited’ 
assurance opinions but none of these were considered to be significant in the wider 
context of the overall system of internal control and did not relate to the programme of 
material system audit reviews.

On this basis the Head of Internal Audit concluded that the Council’s overall control 
framework remains adequate and generally being complied with.

Recommendation

2. To note the findings, conclusions and the overall opinion expressed by the Head of 
Internal Audit.

Reason for Recommendation

3. The findings and overall opinion of the Head of Internal Audit form a key element of 
the assurance provided to Members to enable them to approve the Annual 
Governance Statement and the Annual Statement of Accounts.

Key Points for Consideration

4.

4.1

The role and scope of Internal Audit

The Internal Audit function discharges the statutory responsibilities delegated to the Chief 
Finance Officer  through Section 151 of the Local Government Act 1972 and the Accounts and 
Audit (England) Regulations 2015 to undertake an effective internal audit of the Authority’s 
accounting records and of its system of internal control. The overall aims of Internal Audit are 
to provide an independent and objective opinion to management on the effectiveness of the 
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5.1

5.2

5.3

5.4

Council’s overall control environment, governance and risk management by:
 reviewing the adequacy of and identifying improvements in the Council’s systems;
 adding value by identifying improvements in the use of resources;
 helping embed a culture of appropriate risk management; and
 supporting corporate aims and objectives. 

The risk based approach by Internal Audit is now well developed, taking account of the wider 
business risk, performance management and developments in risk management and corporate 
governance. Rochdale Council’s Internal Audit function works in accordance with the Public 
Sector Internal Audit Standards 2016 (PSIAS).

Review of work carried out in 2016/17

Internal Audit prepares an Annual Audit Plan of work to be carried out. This is based on the 
outcomes of extensive consultation, the Internal Audit Strategic Plan which details all potential 
areas at a corporate level and across all service areas within RBC and all related risk registers. 
The draft plan is discussed with Directors and their Service Management Teams (SMT). It is 
agreed by the Chief Finance Officer and approved by the Audit and Governance Committee.

The key components of the actual audit work undertaken in 2016/17 compared to the original 
audit plan and the actual audit work undertaken in 2015/16 are summarised below.

Type of Audit Work undertaken Actual
2015/16

Plan 
2016/17

Actual
2016/17

Days % Days % Days %
Governance and Strategic Framework 240 16 192 15 175 13
Material Systems 207 14 143 12 154 12
Major Contracts, Partnerships and    

Procurement 198 13
 

167 13 173 13
Computer Audit 93 6 77 6 68 5
Schools 107 7 89 7 101 7
Other Systems 535 35 413 33 363 27
Audit Planning and Consultation 20 1 19 2 21 2
External Organisations Work 6 0 0 0 19 2
Unplanned Work 
 - Fraud & Irregularity 13 1 80 6 110 8
 - Non – Fraud 99 7 80 6 140 11

TOTAL 1,518 100 1,260 100 1,324 100

In order to respond to changes within Services, a number of adjustments were made to the 
audit plan during the year at the request of and in consultation with Services and members of 
the Audit Committee. In this regard certain audits were deferred until 2017/18 in order to 
accommodate other audits focusing on emerging risks which assumed greater priority in terms 
of providing assurance on the overall control environment. In other areas, audits were deferred 
due to the fact that planned developments within Services had not yet taken place. The 
flexibility built into the audit planning process reflects the need to respond to the changing 
structures and risks inherent in a period of ongoing change for the Council. No audits that were 
deferred had any significant impact on providing this assurance

The key points to note when comparing actual days to plan in 2016/17 and actual days in 
2015/16 are:
 
 The amount of time spent on areas relating to governance and the strategic framework 

continued to represent a core part of Internal Audit activity, reflecting the fact that more 



focus is directed towards high risk areas which have an impact right across the Authority; 

 The increase in unplanned fraud and irregularity work compared with plan was in response 
to a number of internal and external investigations which management requested input from 
Internal Audit. Some of these have already been reported to Members with others still 
ongoing. The additional time was absorbed by a reduction in other systems work focusing 
on those areas which are of lower risk or where planned service developments have not 
been completed as quickly as was anticipated when the plan was agreed and audit input 
has therefore been deferred;

 The increase in other unplanned work as compared with plan is in response to requests 
from both management and Members and again has been accommodated by a decrease in 
audits of lower risk systems and processes but also supported by an increase in productive 
time as compared with plan for the audit team as a whole;

 The amount of time spent reviewing material systems continues to reflect the significant 
focus now being directed towards more in depth audits of the key financial systems, with 
scope and coverage varying on a cyclical basis depending upon the issues found during the 
course of each year;  

 The significant amount of time spent on major projects and procurement reflects the 
increased risks associated with this area in the current challenging economic climate and 
the period of significant change. Particular focus continues to be directed towards 
commissioning arrangements as new business models emerge within various Council 
Services, town centre developments, and PFI contracts which underpin major initiatives 
such as that relating to schools and street lighting; 

 Time spent on computer audit areas was directed towards ensuring compliance with the 
Public Services Network, which is crucial to ongoing connectivity with key government 
systems, and seeking audit assurance on ICT system developments which support 
transformational change within Services, as well as areas such as information governance, 
ICT resilience and policy compliance;  and

 The time spent on school audits remains at a relatively high level in order to provide senior 
management with ongoing assurance on the controls in place across this sector, which has 
responsibility for significant amounts of funding. The increase in time as against plan was 
largely due to additional work arising from 3 schools on which Internal Audit gave “limited 
assurance” audit opinions, as already reported to Members. 
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7.1

Summary overview of audit coverage in 2016/17

The diagram below illustrates the audit coverage within each Service during 2016/17.  Details 
of final reports issued have been reported on a quarterly basis during the year to the Audit and 
Governance Committee as part of the governance framework.  
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Audit opinions in audit reports

In each Internal Audit report, Internal Audit provides a clear audit assurance opinion on how 
effectively risks are being managed in the area under review. These opinions are as follows:

Assurance 
Opinion

Explanation

Limited A number of key risks are not managed effectively. The control systems in 
operation are in need of significant improvement.

Adequate The control systems in operation are generally sound. However, opportunities 
exist to improve the management of some risks.

Substantial There is a sound system of control in operation to manage risks effectively.



7.2 Set out in the table below is a summary of Audit Opinions issued in relation to reviews within 
Services during the year 2016/17.
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Adult Care 1 2 0 3 6

Children’s Services – Social Care 5 0 0 5 3

Children’s Services – Early Help 9 8 3 20 16

Economy 0 1 0 1 5

Neighbourhoods 6 5 1 12 17

Public Health and Wellbeing 1 0 0 1 2

Resources 7 7 0 14 16

Total (2016/17) 29 23 4 56 65

Total (2015/16) 30 33 2 61

The figures in the table above do not represent the full value of work undertaken within 
the Authority’s Services. Unplanned work (including fraud and irregularity) and advice 
and support do not generally result in an audit opinion and are not therefore 
represented in the above figures.  

The use of formal audit opinions on internal controls in audit reports continues to be 
well received by Services and Members as a concise way of summarising the audit 
outcome. Overall, 52% of the assurance opinions issued were “Substantial” (46% in 
2015/16) and 41% were “Adequate” (51% in 2015/16). 

A summary of the issues and actions arising from audits receiving a “Limited” 
assurance audit opinion is included in section 9 below. All such reports have been 
discussed with members of the Audit and Governance Committee during the course of 
the year and any subsequent follow up work on audit reports is also reflected in the 
summary of follow up audits included within each quarterly Internal Audit report.



8        Internal Audit staffing

8.1     The structure of the Internal Audit team throughout 2016/17 was as set out below:
Head of Internal Audit 

Audit Manager Audit Manager

Auditor
(Term time 

only)

Senior 
Auditor

Senior 
Auditor 

Auditor

8.2 During 2016/17 the Head of Internal Audit also had responsibility for Risk 
Management and Counter Fraud with the Risk Manager and Counter Fraud Team 
Leader reporting directly to the Head of Internal Audit. Furthermore, with effect from 
June 2017, the Insurance function will report directly into the Risk Manager and 
therefore come within the overall responsibility of the Head of Internal Audit. As set 
out within the Internal Audit Charter, any internal audit conducted in these areas with 
a view to providing assurance will be led by an Audit Manager reporting directly into 
the Chief Finance Officer in order to maintain the independence of views expressed 
by Internal Audit.

9

9.1

Audit reviews with a limited assurance audit opinion 

Any reports which include significant issues or control weaknesses during the course 
of the year are brought to the attention of members of the Audit and Governance 
Committee for discussion. This will ensure that appropriate actions are taken to 
resolve these issues in a timely manner. Four audit reports with limited assurance 
opinions were issued during 2016/17. Internal Audit has also completed follow up 
audits to confirm the implementation of actions arising from significant weaknesses 
highlighted in previous periods. The key issues arising which have been taken 
account of in terms of deriving an overall opinion on the effectiveness of the control 
environment are set out below.

Primary School  – Previously Limited Assurance
  (Assistant Director - Early Help and Schools)

In July 2016 an audit was undertaken on a primary school which highlighted 
weaknesses in fundamental internal controls and a limited assurance opinion was 
given. A substantial number of recommendations were made, including 14 of medium 
priority, to address improvements that needed to be made to the system of internal 
control to ensure it aligns with best practice. 

A follow up audit concluded that the majority of agreed actions have now been fully 
implemented such that we would revise our audit opinion to Substantial Assurance. It 
was noted that two actions were due to be completed by the spring term, namely to:
 Document the school meals arrears policy; and
 Develop skills matrices for the Governors and schools staff.
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9.3

No further follow up visit is now considered necessary given the significantly 
improved controls now in place at the school.

Secondary School – Previously Limited Assurance
  (Assistant Director - Early Help and Schools)

In July 2016 an audit was completed on a secondary school which highlighted 
significant weaknesses in the systems of control and a limited assurance opinion was 
given. 4 high priority and 12 medium priority recommendations were agreed to 
address the issues raised and bring controls in line with best practice. 

A follow up audit concluded that the majority of agreed actions have now been fully 
implemented such that we would revise our audit opinion to Adequate Assurance. It 
was noted that 3 medium priority recommendations were still in progress:
 Establishing a formal service level agreement to support ICT services provided 

to the school;
 Ensuring the School Fund accounts are subject to a formal audit on an annual 

basis; and
 Updating the School Development Plan to ensure it includes costings.

A further audit will be completed in 2017 as part of the 2017/18 Audit Plan to ensure 
that the above actions have been completed. 

Quality Assurance Framework Follow Up – Previously Limited Assurance
  (Director of Children’s Services)

The Quality Assurance Framework (QAF) was introduced in December 2013 as a 
management tool to monitor the quality of social care work throughout the Children’s 
Social Care Service. Numerous different audits and reviews were specified for 
managers and Heads of Service to carry out and report on, ultimately to a monthly 
Performance Clinic led by the Assistant Director. This will provide for a challenge on 
performance statistics and any areas of non-performance or failure and thereby 
prompt Service improvement. The scope of the audit undertaken in 2015 focused on 
evaluating the effectiveness of the QAF and the extent to which the actual operation 
and implementation of the QAF complied within its published requirements for best 
practice across the main areas of service.

The audit highlighted many areas of good practice arising from the development of 
the QAF, including the establishment of various guidance documents and practice 
standards against which quality can be managed and assessed. Furthermore a 
number of areas had completed much of the planned programme with appropriate 
reporting and outcomes resulting in updates to policies and procedures. However, in 
spite of this, Internal Audit issued a ‘limited’ assurance opinion based on the overall 
scope and impact of work carried out under the QAF in the first year of its 
introduction. This reflects the fact that, at this time, the outputs from the QAF could 
not be relied upon as a robust measure of quality assurance. For further clarification, 
this opinion was based on the ability of the QAF to measure quality and was not a 
judgment on the actual quality of social work delivered. 

At the time of the audit it was acknowledged by both Internal Audit and senior 
management within the Service that the development of the QAF was still a ‘work in 
progress’ and the outcome of the audit was not unexpected at that early stage. Since 
then, the QAF has been significantly reassessed, revised and re-launched in 
response to both audit recommendations and Service developments. A follow up 
audit was completed this quarter to evaluate the QAF in its present state and 
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concluded that Substantial Assurance can now be given, confirming that there is now 
a sound system of control in place to manage risks effectively.

Subject Access Requests – Limited Assurance
  (Director of Neighbourhoods)

The Data Protection Act 1998 (DPA) gives anyone the right of access to request 
access to their personal information. Individuals may exercise this right by making a 
written ‘subject access request’ (SAR). Upon submitting a written request and paying 
the appropriate fee, the Council must respond to the request within 40 calendar days. 
This audit focused on providing assurance that the Council processes SARs in 
accordance with the requirements of the DPA with reference to the Information 
Commissioners Office Subject Access Code of Practice.

The audit highlighted many areas of good practice within Council processes including 
the provision of training (both internal and external), and the availability and 
communication of guidance and information to officers. However, as a result of the 
findings from the audit testing completed, it was evident that not all agreed 
procedures were being adhered to and there was need to strengthen processes and 
controls already in place, specifically through more direct oversight by the Information 
Governance Unit. As a consequence of this Internal Audit were only able to provide 
limited assurance that risks were being mitigated

In response to the audit findings, management responded promptly to address the 
issues identified. Key improvements included:
 Enhancing existing guidance to give clearer expectations as to format and 

quality of information to be produced;
 Ensuring all responses are signed off by approved representatives from within 

the relevant Directorate to ensure consistency and quality is maintained;
 All responses will be checked by the Information Governance Unit before 

issue;
 Mandatory training will be applied to all SAR responders; and
 SARs will not be released to Services until identification of the requestor has 

been confirmed and the relevant fee received.

Completion of all the agreed actions should ensure a more robust control 
environment is established which should therefore mitigate the risk of any non-
compliance with the relevant regulatory framework. Internal Audit will perform a follow 
up audit early in 2017/18 to confirm all actions have been completed satisfactorily.

Alongside the above, it is noted that the Information Commissioners Office (ICO) 
undertook a Consensual Audit of the Councils’ Information Governance 
arrangements in December 2016. Such audits are intended to be supportive and the 
benefits include raising awareness of information governance and evidencing the 
Council’s commitment to improving practice. The Council agreed that the 3 areas to 
be covered by the audit were training and awareness, freedom of information 
requests and records management.       

Based on the areas covered by the audit, the ICO concluded that there was a 
reasonable level of assurance that processes and procedures are in place and 
delivering data protection compliance. The audit identified some scope for 
improvement in existing arrangements to reduce the risk of non-compliance with the 
DPA and the Councils’ Information Governance Unit developed an action plan to 
ensure all issues highlighted are resolved in a timely manner. Internal Audit plan to 
follow up on this action plan in 2017/18 to ensure all actions are completed in an 
effective and timely manner.
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10.2

In overall terms this outcome is considered to be very favourable by Council 
management, especially when benchmarked against the outcomes of many other 
such assessments, and the completion of both this action plan and the agreed 
actions referenced above should ensure the Council is in a very strong position in 
relation to information governance as a whole going forward.

Primary School – Limited Assurance 
  (Assistant Director – Early Help and Schools)

In January 2017 an audit was undertaken on a primary school which highlighted 
weaknesses in fundamental internal controls and a limited assurance opinion was 
given. A substantial number of recommendations were made, including 10 of high 
priority and 11 of medium priority, to address improvements that needed to be made 
to the system of internal control to ensure it aligns with best practice.

The high priority actions agreed were associated with the insufficient controls over the 
collection, recording and banking of dinner money. The financial systems had not 
been updated for all income collected and income had not been banked on a weekly 
basis. In addition there was insufficient scrutiny and oversight over the process. 
These poor controls created an increased risk of fraud, error and financial loss and 
clearly needed to be addressed immediately. In this regard, we can confirm that the 
School Service arranged for additional financial support to be placed within the school 
as a result of which the school meal process now appears to be well controlled. 
Further issues were also identified which contributed to our opinion and from which 
an action plan was developed and agreed. 

Internal Audit will continue to monitor the progress made in relation to the agreed 
actions and perform a further follow up audit in 2017 and confirm the status to 
Members.

    Unplanned work

Unplanned work includes investigations into suspected and actual irregularities, 
special assignments, audits not included within the agreed Audit Plan, and general 
advice and support. Unplanned work accounted for 19% (2015/16 - 8%) of all 
productive time with suspected fraud and irregularity investigations comprising 
approximately 44% (2015/16 - 13%) of this. A summary of the significant unplanned 
work completed (i.e. resulted in a report to management and where any related 
disciplinary or Police related issues have been formally concluded) during 2016/17 is 
set out in the following paragraphs. 

Significant unplanned work (suspected fraud and irregularity)

In addition to issues previously reported by Internal Audit to the Audit and 
Governance Committee during the year, it is also noted that a number of preliminary 
investigations were undertaken during the year as a result of allegations made either 
by individuals or on an anonymous basis in conjunction with the Whistleblowing 
Policy. These investigations resulted in a variety of outcomes including:
 No evidence could be found to support the allegations and, where the allegations 
were made by a known individual, direct communication was made with that 
individual; and
 No evidence to support the allegations but enhancements to existing processes 
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and controls were made to mitigate certain areas of risk in the future as identified 
during the investigation.

    Significant unplanned work (non-fraud)

Other significant audit work not included in the original Audit Plan included the 
following reviews:

Audit Service Reported to 
Committee

Petty Cash Children’s 26 September 2016

Closure of a Nursery Children’s 26 September 2016

Petty Cash Adult 6 December 2016

Petty Cash Neighbourhoods 6 December 2016

Savings Programme Various 6 December 2016

Duplicate Invoices Adult 6 December 2016

Savings Programme Various 13 March 2017

Duplicate Invoices Resources 13 March 2017

Management of Warehouse Demolition Contract Neighbourhoods 26 July 2017

11        Governance and risk management

11.1     Governance 

Internal Audit assurance has been provided in various areas of governance 
throughout 2016/17 including the following:
 Independent evaluation of the Annual Governance Statement to ensure it 

aligns with Internal Audit’s view on the control environment and the 
management of risks across the Authority;

 Evaluation of responses from the annual Directors Governance Assurance 
Statement;

 Membership and input to the Governance Board which provides an overall co-
ordinating role to ensure issues and developments associated with 
governance are progressed and challenged in a timely manner;

 Input into the review and development of a new Code of Corporate 
Governance;

 Providing input into the development and update of the existing Scheme of 
Delegation; 

 Full review of the Anti-Fraud and Corruption Policy to ensure it remains up to 
date and in line with relevant guidance and legislation; and

 Annual audit assurance provided to confirm compliance with the data 
protection legislation and guidance, together with the requirements of the 
Public Services Network.



11.2 Risk management

Internal Audit has continued to provide direct input into the development of the 
Council’s risk management processes and arrangements which have included the 
following:

 Liaison with the Wider Leadership Team to refresh the Corporate Risk 
Register to ensure it remains up to date and aligned with the current structure 
and objectives of the Council, and continues to be reviewed and challenged 
on an ongoing basis; 

 Ongoing development of risk reporting protocols to ensure relevant 
information is fed into the quarterly Leadership Dashboard;

 Input into the development of renewed guidance on the structure of Service 
risk registers which was approved by Leadership Team in March 2017 and 
will lead to a refresh of the Risk Management Strategy in 2017;

 Ongoing liaison between the Head of Internal Audit and the Risk Manager to 
ensure that any key areas of risk emerging from Internal Audit work are 
communicated and considered for inclusion within relevant risk registers and 
any emerging Service based risks are considered as part of audit planning 
processes; and

 Ensuring Service risk registers continue to be challenged, reviewed and 
updated on an ongoing basis with appropriate support from Risk Management 
Groups and a network of Risk Champions covering all key Service areas. 

External audit reported on risk management arrangements to the Audit and 
Governance Committee in December 2016 concluding that “risk was sufficiently 
mitigated and the Council has proper arrangements in place”.

         Processes supporting governance and risk management are continuing to develop as 
Council Services and structures evolve. Internal Audit will continue to liaise closely 
with management both to support and critically appraise these processes on an 
ongoing basis. 

12 Contract audit, procurement and commissioning

12.1  The role of contract audit continues to develop as local authorities change methods of 
service delivery. In this regard, key audit activity completed in 2016/17 included: 
 Reviewing procurement processes and controls to evaluate the extent of 

compliance with relevant rules, regulations and best practice, including the 
authorisation to procure and compliance with Contract Procedure Rules; 

 Compliance reviews relating to various Service based contractual arrangements, 
including the Council’s waste management contract;

  Monitoring the development of integrated commissioning arrangements within  
Public Health and governance over the Better Care Fund;

 Evaluating the governance and contract management arrangements for one of the 
Council’s key strategic partners, Agilisys, to ensure performance management 
arrangements are effective and appropriate levels of accountability exist;

 A review of the contract management programme associated with a warehouse 
demolition contract; and

 A review of STAR arrangements for providing social value within procurement 
contracts;

 12.2 Further audit reviews were in progress and due to be completed early in 2017/18 in 
respect of the following:



 Evaluating processes and controls relating to the maintenance phases of the 
Council’s Street Lighting PFI contract; 

 Evaluating the governance and contract management arrangements for one of the 
Council’s Local Authority Controlled Companies, Rochdale Development Agency, 
to ensure governance and levels of accountability are in line with best practice; and

 Providing assurance regarding the governance over and management of the 
Council’s Highways Contract. 

The outcomes of these audits will be reported to Audit and Governance Committee 
once completed.

12.3 Various audits were completed to meet the terms of certain external grant funding 
contracts and therefore provide assurance that expenditure was in line with the terms 
of the grant funding arrangements. These included:
Annual Certification of Assessed and Supported in Year in Employment (AYSE) 

Programme Expenditure for 2015/16; 
 Local Growth Fund Determination 2015/16;
 Local Transport Capital Block Funding; 
 Periodic certifications for the Stronger Families Programme;
 Cycling Ambition Grant Determination 2015; and
 Local Highways Maintenance Funding – Incentive Element.

13 Counter fraud

13.1  During the year Internal Audit has continued to develop and support a fraud awareness 
programme as part of an ongoing commitment to promote a more pro-active and 
cohesive approach to the prevention and detection of fraud across the Authority. More 
detail is included within the Internal Audit Annual Fraud Report 2016/17 presented to 
the Audit and Governance Committee on 26 July 2017. However specific areas 
covered in 2015/16 include:
 Ongoing review and update of the Anti-Fraud and Corruption Policy (AFACP) in 

general terms to ensure it remains relevant in the context of changes in legislation 
and changes within the Authority;

 Further update and promotion of the Whistleblowing Policy which forms part of the 
AFACP;

 Co-ordination of the National Fraud Initiative to ensure that all relevant stages were 
completed within deadlines by 31 March 2017;

 Co-ordination of a response to the Protecting the English Public Purse report and 
Fighting Fraud Locally Checklist, to measure the Council’s culture and adherence to 
best practice, which was presented to the Audit and Governance Committee on 27 
June 2016;

 Co-ordination of a response to the 2016 CIPFA Fraud and Corruption Tracker 
survey; 

 Liaison with Finance Service to develop areas of work using specialised software (AP 
Forensics) to minimise the risk of fraud within the creditor payment area; and

 Maintaining the close links established with the Counter Fraud Team to ensure a co-
ordinated approach to fraud is adopted.

13.2 Counter fraud work covers many areas including culture, deterrence, prevention, 
detection, investigation, sanction and redress. Working on the premise that “prevention 
is better than cure”, Internal Audit adopt the approach that it is important to be as 
proactive as possible in terms of attempting to stop fraud before it occurs or to detect 
fraud as soon as possible. Being proactive and minimising fraud will assist in more 
optimal use of available resources either through reducing financial losses or more 
effective use of time. This approach is enhanced further now that the Counter Fraud 
Team reports directly into the Head of Internal Audit.



 
13.3 CIPFA issued some best practice guidance on anti-fraud measures entitled Managing 

the Risk of Fraud, known as the Red Book. Within criteria 4.20 of the Red Book, a 
challenge is made as to whether proactive exercises are undertaken in key areas of 
fraud risk or known systems weaknesses. Within the response of RBC to the Red 
Book which was previously presented to the Audit Committee, RBC confirmed 
compliance to this criteria in the following ways:
 Known system weaknesses are reviewed depending on the view of the associated 

risk and materiality; this is factored into the Internal Audit planning process;
 Other proactive work includes an external company being employed to identify 

potential duplicate payments;
 The Counter Fraud Team engage in various proactive anti-fraud exercises; and
 RBC actively participates in the National Fraud Initiative (NFI), now managed and co-

ordinated by Internal Audit, with appropriate follow up procedures in place.

13.4 The action point from the above response was for further efforts to be made to 
proactively identify workplace fraud, possibly through the use of data interrogations via 
relevant IT software. In order to facilitate this, Internal Audit has made use of general 
IT facilities within Microsoft Office and also a specialised audit software package called 
Audit Command Language (ACL). Alongside this, Internal Audit continues to evaluate 
the risks associated with the significant operational and financial systems to determine 
which areas may be more vulnerable to fraud. This evaluation takes into account local 
knowledge and experience and also external guidance through such publications as 
Protecting the English Public Purse. Input was also provided by the Counter Fraud 
Team.

 
13.5 Following on from the above, further use of ACL software will be made by Internal Audit 

in 2017/18 both in terms of planned audit work and also in terms of proactive fraud 
identification work.

13.6 In 2016/17 members of Internal Audit continued to attend and provide input to the 
AGMA Fraud Group, which is a sub group of the North West Chief Audit Executive 
Group. The group continues to be a valuable awareness and solution-sharing forum 
for Auditors in the field of fraud across the North West region.

14 Audit performance indicators 
14.1 The following targets were set as part of the continuous improvement process. The 

table below compares actuals for 2016/17 against the targets for 2016/17 and the 
actuals for 2015/16.

Performance Indicator 2015/16 2016/17
Actual Target Actual

Improved? Target 
achieved?

Economy
1. Cost per Audit Day (£) 232 269 242 NO YES

Efficiency
2. Chargeable days per auditor 194 184 194 YES YES

3. Percentage of audit plan completed 96 96 96 YES YES

4. Percentage of draft audit reports issued 
within 14 days of completion of the audit

100 98 100 YES YES

Effectiveness
5. Percentage of recommendations accepted 100 98 100 YES YES



Performance Indicator 2015/16 2016/17 Improved? Target 
achieved?Actual Target Actual

6. Results of client surveys - % of marks in the 
top two categories (i.e. very good & good)

98 98 100 YES YES

14.2 All performance indicators either achieved or were ahead of target for the year.  
14.3 In spite of increases in salary related costs, the overall cost per audit day came in 

ahead of target due largely to increased productivity within the team, with an ongoing 
commitment to reduce administrative time. This in turn led to chargeable days coming 
in ahead of target, in spite of the negative impact of unpaid days arising from the 
savings programme. 

14.4  In all areas, audit management and staff are mindful of methods to maintain and, 
where necessary, improve upon performance on an ongoing basis.

15 Client surveys

15.1  Client survey questionnaires are issued at the conclusion of each audit as part of 
Internal Audit’s quality control procedures. An analysis of returns showed that overall 
100% of the marks were in the good or very good category compared to 98% in 
2015/16. This high level reflects the continuing efforts made by Internal Audit to 
consult with client managers on audit coverage, to feedback findings during the audit 
and to seek to continually add value and improve the quality and presentation of audit 
reports.  

16 Liaison with external audit

16.1 The arrangements between external audit (Grant Thornton) and Internal Audit are 
supported by regular communication to ensure proper co-ordination and liaison in 
respect of audit activities. Regular meetings are held between Internal Audit and Grant 
Thornton to review progress in areas covered by the respective audit plans and to 
exchange information on any key local issues with audit implications.  This helps to 
mitigate the risk of any duplication in work and ensures more effective assurance is 
provided to those charged with responsibility for governance. In overall terms, the 
relationship between Internal Audit and external audit is now established and works 
very well. 

 
17 Public Sector Internal Audit Standards (PSIAS)

17.1 The PSIAS were introduced with effect from 1 April 2013 and have been subject to 
updates, most recently in March 2017. There is a specific requirement to confirm 
conformance to these standards to the Audit and Governance Committee, and also to 
report any such non-conformance to the Audit and Governance Committee. 
Furthermore, where such non-conformance impacts on the overall scope or operation 
of the internal audit activity, this should be disclosed within the Annual Governance 
Statement.

17.2 Internal Audit has completed a self-assessment against the PSIAS. This confirmed a 
conformance rate of 95%, with a further 2% of partial conformance, 1% of non-
conformance and 2% being deemed not applicable at this point in time. 

17.3 The key areas of non-conformance are:
 The PSIAS require the Chief Executive (or equivalent) to undertake, countersign, 

contribute feedback to or review the performance appraisal of the Head of Internal 



Audit. In Rochdale, this will be undertaken by the Chief Finance Officer with input 
from the Director of Resources and the Chair of the Audit and Governance 
Committee; and

 The PSIAS require an external assessment to be carried out at least every five 
years by a qualified, independent assessor or assessment team from outside the 
organisation. This external assessment can be in the form of a full external 
assessment, or a self-assessment with independent external validation. In order to 
respond to this requirement, a Peer Review process has been developed by the 
North West Chief Audit Executive (NWCAE) Group, in common with some other 
local authority areas in the UK. This is in the form of a self-assessment with 
external validation. This approach was approved by the RBC Audit and 
Governance Committee on 26 September 2016 and the RBC Internal Audit Peer 
Review will take place in October 2017.  

17.4 The key area of partial compliance related to certain standards associated with the 
Quality Assurance Improvement Programme (QAIP) which will be conformed with 
once the external assessment process referred to in paragraph 17.3 has been 
completed.  

17.5 The key actions arising out of the internal QAIP were as follows:
 Continue to review and challenge the QAIP in the light of experience and best 

practice identified through liaison with other Internal Audit teams in the North 
West; and

 Continue to identify training opportunities which align specifically with new and 
emerging challenges posed by changes within Council services and new ways 
of working, and which also support development needs of individual Internal 
Audit staff.

17.6 It is therefore concluded that RBC Internal Audit conforms with the PSIAS in all 
material respects, with those exceptions being summarised and considered above. 
These exceptions do not impact on the overall scope or operation of the internal audit 
activity and do not therefore require disclosure in the AGS.

18  Other external and internal sources of assurance

18.1  Aside from the assurances provided by both Internal Audit and external audit over the 
adequacy of the controls in place to manage key risks, there are numerous internal 
mechanisms through which management are able to provide their own assurances 
that the risks that they have ownership of are being managed effectively. In addition 
there are also assurances provided by various external bodies which are independent 
of the organisation. In order to recognise the contribution that these other sources of 
assurance have on the overall opinion of the control environment, Internal Audit has 
produced an Assurance Map (attached as Appendix 1) using the “three lines of 
defence model” as a basis for evaluating assurances over the management of the 
risks set out within the Corporate Risk Register. This model represents the three main 
levels of control/ assurance that should exist in any organisation such as Rochdale 
Council, namely:

 First line -  the risk and control environment that management has established 
to control day-to-day activities;

 Second line – oversight functions that co-ordinate, facilitate and provide 
assurance over the risk and control environment, including policies, procedures 
and guidance; and

   Third line – assurance provided by bodies who are independent of the front line 
Services and operations, both internally (Internal Audit) and externally (such as 
Ofsted, CQC etc). Such assurances are generally derived from and 
documented in reports. Internal Audit continues to liaise with senior 



management in each Directorate to obtain copies of relevant reports and 
external assurance work programmes to confirm that no issues arise which 
may influence or compromise the annual opinion of the Head of Internal Audit.

18.2  As this Map is designed to be a colour coded representation of the quality/ level of 
assurance derived from the various controls against each risk, a rating of red, amber 
or green has been applied by senior management based upon the guidance set out on 
the Map.

18.3  To complement the above, an Assurance Framework document (attached as Appendix 
2) has been developed to show in more pictorial form how the core areas which 
contribute to overall assurance link through to the work of the Governance Board and 
ultimately the production and approval of the Annual Governance Statement.

19      Internal Audit achievements for 2016/17

19.1   During the year Internal Audit:

 completed 96% of the Internal Audit Plan to support the annual Internal Audit 
opinion;

 reviewed and updated the Assurance Map and Framework to support Members 
approval of the Annual Governance Statement; 

 continued to respond to requests from officers and Members for unplanned work, 
including matters associated with fraud or irregularity;

 demonstrated a strong performance in all of the team’s performance measures;
 continued to support a fraud awareness programme as part of an ongoing 

commitment to promote a more pro-active and cohesive approach to the 
prevention and detection of fraud across the Authority;

 completed a full review of the Anti-Fraud and Corruption Policy to ensure the 
polices within it align with current best practice and also with changes occurring 
throughout the Authority;

 ensured all deadlines associated with the National Fraud Initiative process were 
achieved;

 supported and provided challenge to ongoing process developments, particularly 
those associated with legislative changes and new service models within both 
Adult and Children’s Services;

 contributed to the development and implementation of an Internal Audit Peer 
Review process for the North West Chief Audit Executive Group;

 provided training, guidance and support to Members; and
 demonstrated a high level of conformance with the Public Sector Internal Audit 

Standards.

20 Opinion on Internal Control 2016/17

20.1 The Internal Audit Plan for 2016/17 has been completed in accordance with the Public 
Sector Internal Audit Standards. This Audit Plan comprised a range of assignments 
including reviews of all material financial systems, as part of our managed audit 
arrangements with external audit, and a range of risk and compliance based audits to 
provide assurance on the overall adequacy and effectiveness of the Council’s 
framework of governance, risk management and control. 

 
20.2 The planned audit coverage for the year was based on an assessment of risks. 

Planned work has also been supplemented by ad hoc reviews in respect of suspected 
irregularities and other work commissioned by officers and Members of the Council, 
together with assurances derived from work conducted by independent review bodies 



and internal assurance mechanisms. Given the ongoing significant changes and risks 
being experienced by the Council throughout 2016/17, the Head of Internal Audit has 
continuously reviewed the risks associated with the Council’s operations and has 
allocated the necessary resources, via the Audit Plan, to form an opinion on the 
Council’s governance arrangements.

20.3 Of the planned audit work completed during 2016/17, audit assurance opinions issued 
on the adequacy of the internal controls were recorded as 'adequate' or ‘substantial’ in 
93.1% of cases (96.9% in 2015/16). Four audits were awarded ‘limited’ assurance 
opinions. The details of this audit work and any follow-up activity has been reported to 
Members in the Internal Audit quarterly reports. However, none of the ‘limited’ 
assurance opinions are considered to be significant in the wider context of the overall 
system of internal control and did not relate to the programme of material system audit 
reviews. 

20.4  Whilst no systems of control can provide absolute assurance and given the limitations 
of audit work carried out, on the basis of the work undertaken in 2016/17 covering 
financial and operating systems, risk management and governance, the Head of 
Internal Audit concluded that a reasonable level of assurance can be given that the 
Council's overall control framework remains adequate, and generally being complied 
with

Costs and Budget Summary

21. Not applicable.

Risk and Policy Implications

The only implications on risk are those issues that have been highlighted by Internal 
Audit during the year. In this regard, these risks will be mitigated by completion of 
the actions agreed with management and summarised within the respective 
quarterly reports to this Committee.

22.   

Consultation

23. No direct consultation has been undertaken. However the outcomes from and 
conclusions drawn by a number of external assurance providers have been taken 
account of within the overall opinion expressed by the Head of Internal Audit.

Background Papers Place of Inspection

24. None

For Further Information Contact: Ian Corbridge, Tel: 01706925452, 
ian.corbridge@rochdale.gov.uk


