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1 Purpose of Report

1.1      This report sets out proposals for the Audit and Governance Committee to approve in 
principal the method by which an external assessment of RBC Internal Audit may be 
carried out to comply with the Public Sector Internal Audit Standards (PSIAS). This 
aligns with the Audit and Governance Committee’s work programme and overall 
responsibility for governance, which includes monitoring the work and effectiveness of 
Internal Audit on an ongoing basis and gaining assurance that best practice is being 
adopted. 

2          Recommendations

2.1       It is recommended that the Audit and Governance Committee approve the proposed 
Peer Review process as the means of complying with the requirements of the PSIAS 
for an external assessment of Internal Audit every five years. 

3 Background

3.1      Internal Audit is required to comply with the PSIAS which were introduced with effect 
from 1 April 2013. As part of the PSIAS, the Head of Internal Audit must develop and 
maintain a quality assurance and improvement programme (QAIP) that covers all 
aspects of Internal Audit activity. The QAIP should be designed to enable an 
evaluation of Internal Audit’s conformance with the Definition of Internal Auditing and 
the Standards and an evaluation of whether internal auditors apply the Code of Ethics, 
all of which form part of the PSIAS. The QAIP should also assess the efficiency and 
effectiveness of Internal Audit activity and identify opportunities for improvement. The 
QAIP for RBC Internal Audit was presented to and approved by the Audit and 
Governance Committee on 7 December 2015. 

3.2       One of the key requirements of the QAIP set out within the PSIAS is for an external 
assessment to be carried out on Internal Audit at least every five years. Such an 
external assessment would be focused on appraising and expressing an opinion on 
Internal Audit’s conformance with the PSIAS’ Definition of Internal Auditing and Code 
of Ethics and include recommendations for improvement where appropriate. All local 



authorities should have had their first external assessment by 31 March 2018.

           Nature of the external assessment

3.3      The external assessment must be carried out by a qualified independent assessor 
assessment team from outside the organisation. Appointment of the external assessor 
and scope of the external assessment will be approved by the Audit and Governance 
Committee which is why this report is being presented to this meeting. The external 
assessment can be in the form of a full external assessment of conformance against 
the PSIAS or a self-assessment with independent validation.

3.4      There are clearly merits to both forms of assessment in terms of the outcomes that 
may be derived. However, as previously discussed at Audit and Governance 
Committee on 7 December 2015 as part of the Members approval of the QAIP, it was 
very likely that a full external assessment would attract a much greater cost at a time 
when the Council is facing significant financial challenges and it was considered that a 
self-assessment with independent validation would provide much greater value for 
money. Recent quotes for full assessments to be carried out within other local 
authorities have ranged between £11,000-£15,000. In this regard the Head of Internal 
Audit already produces a self-assessment against the PSIAS on at least an annual 
basis which has been signed off by the Director of Resources. The results of this self-
assessment have been documented within the Annual Governance Statement each 
year since the PSIAS was introduced. 

           Proposed approach

3.5      As a means of meeting the requirement for an external assessment, a Peer Review 
process has been developed by a sub-group of the North West Chief Audit Executive 
Group. The Rochdale Head of Internal Audit is a member of this sub-group. In 
developing this process, various other local authority areas were consulted who had 
already successfully implemented such a process. Two pilot reviews have now been 
successfully completed in Blackburn and Blackpool, both receiving very positive 
feedback from Members, executives and senior management from the respective 
authorities involved.

3.6      The Peer Review process is in the form of a self-assessment with independent 
validation. Currently 18 local authorities in the north west region have indicated that 
they wish to be part of this Peer Review process. The proposed themes of the external 
assessment process are as follows:

 Purpose and positioning – does the Internal Audit service have the appropriate 
status, clarity of role and independence to fulfil its professional remit;

 Structure and resources – does the Internal Audit service have the appropriate 
structure and resources to deliver the expected service;

 Audit execution – does the Internal Audit service have the processes to deliver an 
effective and efficient internal audit service; and

 Impact – has the Internal Audit service had a positive impact on the governance, 
risk and control environment within the organisation?

3.7      The first three themes above all align with the PSIAS requirement with the final theme 
being included to provide some added value to the output from the assessment which 
will hopefully provide some useful insight for all those involved. A Memorandum of 



Understanding that was drafted to support the two pilot reviews is attached in 
Appendix A to provide more detailed information on the Peer Review process. Now 
that the pilot reviews have been successfully completed this Memorandum will be 
updated in the light of the experience of these two reviews and will then accompany all 
such reviews in the future. The plan is for each assessment team to be drawn from two 
other local authorities from the north west and include at least one Head of Internal 
Audit. The schedule of reviews will ensure appropriate levels of independence are in 
place between the assessors and the local authority subject to the assessment. Once 
the assessment team to undertake the Rochdale review has been confirmed, the RBC 
Head of Internal Audit will ensure there are no conflicts of interest and will also ensure 
that the scope set out within the Memorandum of Understanding will be shared with 
both the Chair of the Audit and Governance Committee and the Director of Resources 
as sponsors of the external assessment.

           Reporting

3.8      Results of the external assessment will be provided to the Audit and Governance 
Committee and reflected within the Annual Governance Statement. The external 
assessment report will be accompanied by a written action plan in response to any 
significant comments and recommendations identified by the review. Any significant 
areas of non-conformance with PSIAS will be reported in the Internal Audit Annual 
Report prepared by the Head of Internal Audit and in RBC’s Annual Governance 
Statement.

           Issues considered

3.9      As part of the debate to determine the most appropriate means for meeting the 
requirements of an external assessment, the following are some of the main issues 
which supported the case for the proposal for a Peer Review process set out above:

 The greatest value from a peer review process is the sharing of information and 
best practice which may not otherwise be gained through an assessment from 
an external provider. This has already been demonstrated by the two pilots 
which have been completed to date;

 Directors and Audit Committee Chairs value the shared knowledge and 
experience of other Councils;

 Over time, benchmarking information could be collated and shared across the 
north west region;

 The review will be completed by professionals in a similar role which facilitates 
understanding of the issues facing the team under review and will ensure they 
are appropriately qualified to undertake such a review. Whilst by nature, all 
auditors are independent, the challenge of ensuring all assessment teams are 
appropriately independent of the local authority subject to assessment is fully 
recognised and will be considered as part of the scheduling of all peer reviews 
around the north west region;

 A peer review process by fellow professionals may prompt more open 
discussions of issues faced and therefore derive more effective outcomes;

 A suite of standard working papers is to be developed to achieve consistency 
including interview questions tailored for Directors and Members;

 Amongst the participating Councils the costs incurred are reciprocal and no 
significant external costs should arise. However it was recognised that each 
Council must commit a certain amount of resource to support the completion of 
such reviews by senior Internal Audit staff;

 It avoids duplication of effort as all Heads of Internal Audit will complete a self-
assessment against the PSIAS anyway as input into the AGS and this is a key 
document feeding into the Peer Review process; and

 Excellent feedback has been received from both Executives/ senior managers 



and Members from the two pilot reviews completed in Blackburn and Blackpool.

Alternatives considered

3.10    An external assessment is a mandatory requirement of the PSIAS. The proposal put 
forward to achieve this has been arrived at after much consideration of the impact and 
practicalities of such an approach. As such, no further alternatives are considered 
appropriate.

4 Financial Implications

4.1       There are no significant financial implications arising from this report other than the 
commitment required in terms of any senior Internal Audit staff being involved in 
performing or moderating such reviews in the future, as noted within paragraph 3.9. 
This will be factored into the annual Internal Audit planning process.

5  Legal Implications

5.1      There are no legal implications arising from this report.

6 Personnel Implications

6.1       There are no personnel implications arising from this report other than as noted within 
paragraph 4.1.

7 Corporate Priorities

7.1       This report supports the Council’s overall corporate objectives of ensuring that 
governance arrangements remain strong across the Council, particularly throughout 
this period of significant change.

8. Risk Assessment Implications 

8.1       All key risks associated with the proposal have been considered within paragraph 3.9 
of this report. 

9. Equalities Impacts

9.1       Workforce Equality Impacts Assessment

There are no workforce equality issues arising from this report.

9.2       Equality/Community Impact Assessments

            There are no equality/community issues arising from this report.
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