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Executive Summary

1. This report summarises the work of the Internal Audit team during the second 
quarter of 2017/18. Internal Audit was able to provide either substantial or 
adequate assurance over the effectiveness of risk management in all the 
audits completed during the period. In view of the significant amount of 
unplanned time incurred during the first 6 months of the year the percentage 
of the Audit Plan completed to date is slightly behind target. However a full 
review of Audit Plan status and available resource confirms that Internal Audit 
is still on track to complete the Audit Plan by the year end.

The Counter Fraud Team achieved £52,199 in savings during the period 
(cumulative of £168,205 for the first 6 months) together with 5 sanctions 
including 1 formal caution and 4 fines for fraud. 

Recommendation

2. This report is for the information of the Members to confirm the level of 
assurance provided through Internal Audit work of the management of risk.

Reason for Recommendation

3. This report is to enable the Audit and Governance Committee, in accordance 
with their work programme and overall responsibility for governance, to 
scrutinise Internal Audit coverage during the second quarter of 2017/18 on all 
Services within the Council. The work of RBC Internal Audit is governed by the 
UK Public Sector Internal Audit Standards.

Key Points for Consideration

4.

4.1

Risk Based Audit Approach

10.IInternal Audit is responsible for providing an annual opinion on the internal control 
environment, risk management and governance processes for the Council as a whole, 
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as set out within the Internal Audit Charter. A risk based approach is taken within 
individual audit reviews, embracing operational and management controls and the 
wider business risks. This allows an opinion to be expressed on risk identification and 
exposure and the adequacy of systems in place to manage those risks. 

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.

In terms of the Internal Audit follow up process to provide Members with the 
assurance that agreed recommendations have been implemented on a timely basis, 
any ‘red’ reports on which we can provide only limited assurance will be highlighted 
within section 6 of this report. These will be subject to specific discussion and 
challenge by Members with senior officers from the relevant Service. Thereafter, 
Internal Audit will perform a formal follow up audit within a six month period or sooner 
if the due date for completing the agreed actions is earlier and report back to the 
Audit and Governance Committee with our findings.

In terms of any ‘adequate’ or ‘substantial’ assurance opinions, all high and medium 
priority actions will be followed up by Internal Audit to confirm completion once the 
due dates have passed. Any delays in implementation will be reported to the 
Committee for further consideration. If some of the recommendations have not yet 
been actioned, Internal Audit will request reasons for the delay and confirmation of a 
revised date by which the action should be completed. The current status of the 
implementation of audit recommendations as confirmed by formal follow up audits is 
highlighted within Appendix B and any key issues will be highlighted to the Members. 
Whilst in some cases implementation has not been achieved by the originally agreed 
dates, Internal Audit has received reasonable explanations to support the delays 
incurred and will continue to monitor progress through to the revised dates proposed 
by management. The only matter to bring to the attention of Members in this regard is 
summarised in paragraph 6.2.

Draft reports are issued to management with the requirement that formal responses 
to recommendations raised are received within one month of the issue date. Internal 
Audit actively follows up with management via an escalation process to ensure that 
the reports and actions are agreed in a timely manner. At present, there are no draft 
reports where responses are still outstanding beyond the agreed period.

Planned Work Completed During Quarter Two 

Appendix A contains the details of planned audit reviews completed during quarter 
two which had an ‘adequate’ or ‘substantial’ assurance opinion. Key areas for 
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improvement are summarised for each audit with a specific focus on any agreed 
actions designated as high priority.

Audit Reviews with ‘Limited’ assurance opinions and Follow Up Audits

No audit reviews with a limited assurance opinion have been completed during the 
period. 
 
The current status of all follow up audits is summarised in Appendix B. With reference 
to the audit relating to the Former Boots Warehouse Demolition we note that the 
recommendations which were discussed at Audit and Governance Committee on 26 
July 2017 and which were due to be completed by 31 July 2017 have not yet been 
completed. This includes the various retrospective exemption forms which need to be 
completed to comply with Contract Procedure Rules and to support the significant 
overspend that was incurred on the project, as well as updating Members on the 
financial impact of this project on the Regeneration Sites Programme. A member of 
the senior management team has agreed to attend Audit and Governance Committee 
to update Members on the progress of these recommendations.

Unplanned work

Charitable organisations
  (Director  – Neighbourhoods)

At the request of management, Internal Audit performed an evaluation of certain 
processes and controls within two organisations within the charitable sector, both of 
whom are in part supported by grants from RBC and which provide services to the  
community and the Borough as whole. As agreed within the respective terms of 
references, findings, conclusions and recommendations were fed back to the relevant 
management boards of the organisations. 

Internal Investigation
  (Assistant Director – Early Help and Schools)

On behalf of management, Internal Audit provided independent resource to support 
an internal investigation of an officer. This led to a disciplinary hearing and 
subsequent dismissal of the officer.

Counter Fraud Team

A summary of the work completed by the Counter Fraud Team from July 2017 to 
September 2017 is set out below.

Performance

A total of 314 fraud referrals were received in the second quarter of this financial year, 
representing an increase of 84 from the same period in 2016/17.  The main sources of 
these referrals came from the National Fraud Initiative (NFI), the Partnership 
Enforcement Team, anonymous information and RBC employees. A significant 
number of these do not progress to formal investigation by the team as they are either 
passed to the DWP or closed due to apparent malicious intent or the fact that there is 
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not enough information to progress the matter.

From July to September 2017 the team achieved £52,199 in additional savings and 
overpayments. To date the Team have achieved £168,205 which is ahead of target. 
This figure derives from successful investigations into transactions associated with a 
number of Service areas including Benefits, Council Tax, Business Rates, Blue 
Badge and Adult Care, as well as additional income from fraud financial penalties, 
administrative penalties and court costs. 

85% of referrals have resulted in positive outcomes in quarter two. 

5 sanctions were achieved in quarter two, comprising 1 formal caution and 4 fines for 
fraud.

National Fraud Initiative (NFI)

The Counter Fraud Team is one of several sections within the Council that have an 
important role to play in checking data matches that are received from the NFI.  

The Team have been checking further data received in the 2016/17 NFI Single 
Person Discount, Council Tax matches. This has resulted in further single person 
discounts being cancelled, resulting in bills of over £15,000 being generated in quarter 
two and £33,000 to date.  

The Team have received the NFI Housing Benefit reports. The recommended 
matches have been checked and samples of the key reports have also been checked. 
Three investigations have been opened. Two closed positively and one is under 
investigation. 

In addition, the team are still checking the Council Tax Reduction reports and 
matches. 12 investigations have been opened; 11 fraud cases are under investigation 
and one has been closed positively.

Partnership Enforcement Team (PET)

The Counter Fraud Team not only investigates cases of fraud, but also provides a 
wealth of advice across the Council to services and to external bodies including 
immigration and the police.  Replies have been made to 123 Data Protection 
Requests from July to September 2017, not including the work that is completed in 
the PET. 

Referrals from different teams are brought to the PET weekly meeting each Monday 
to discuss and work on together.  A combination of intelligence, skills and powers 
from the different enforcement agencies are used to prevent and detect fraud within 
the Borough. Currently the following cross-agency teams attend the weekly meeting: 
GMP – Organised Crime Team; Divisional Tasking Team, Rochdale BC – Children’s 
Services; Community Cohesion & Equality; Community Safety; Fraud; Public 
Protection; Strategic Housing, DWP – Fraud, RBH – Enforcement, Fire Service 
officials.

The Counter Fraud Team also dealt with over 134 ‘police checks’ on Rochdale BC 
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systems, to help the police trace alleged offenders and absconders.  In addition, a 
total of 11 fraud referrals have been received as a result of the PET. 

The experienced investigators continue to participate in days of action and proactive 
visits resulting in savings being generated in respect of Council Tax, Business Rates, 
Housing Benefit and Council Tax Support.

On 6 October 2017 the Counter Fraud Team participated in a Multi-Agency Day of 
Action. Results from the day are currently being collated. However, we can confirm 6 
fraud investigations are ongoing following information received on the day.

Internal Audit Performance Measures

The table below shows actual performance as at 30 September 2017 against Internal 
Audit targets for the second quarter, including the actuals for 2017/18. 

Performance Indicator Actual 
 Q2 

2016/17

Actual 
 Year 

2016/17

Target 
Q2

2017/18

Actual 
Q2

2017/18
Economy
1. Cost per Audit Day – excluding 
overheads

£257 £242 £259 £207

Efficiency
2. Chargeable days per auditor (days) 185 194 186 186

3. Percentage of audit plan completed 
(95% for full year)

41% 96% 44% 40%

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

100% 100% 98% 100%

Effectiveness
5. Percentage of recommendations 
accepted

100% 100% 98% 100%

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

100% 100% 98% 100%

  
All performance indicators either achieved or were ahead of target for the year with 
the only exception of the percentage of audit plan completed which is just short of 
target.  

The four month secondment of a Senior Auditor to support the Council’s input into the 
Independent Inquiry into Child Sexual Abuse finished at the end of August 2017 and 
she has now returned to Internal Audit. In addition to this various other unplanned 
work was progressed or completed during the period relating to:

 Support to Human Resources for an investigation relating to a staff grievance;
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 Independent reviews of two charitable organisations supported by the Council 
at the request of senior management; and

 An investigation at a school.
Time for the above assignments was drawn from the pool of unplanned time included 
within the Annual Internal Audit Plan. 
Whilst progress in completing the Plan in the first 6 months of the year has inevitably 
fallen slightly behind schedule, a full review of the status of the Plan at this stage 
indicated that the Audit Plan is still on track to be completed by the end of the financial 
year. This is possible partly due to additional resource being identified from within the 
Resources Directorate such that a former Senior Auditor is now working for Internal 
Audit for half his working hours through to the end of March 2018 which will allow 
some of this lost time to be recovered. Furthermore there have been some 
amendments to the Audit Plan as summarised in section 10 below. The Head of 
Internal Audit will continue to monitor this situation and make Members aware of any 
further pressures on resource as the year progresses.
Amendments to the Audit Plan

Following a full review of the Audit Plan, as agreed by the Audit and Governance 
Committee on 13 March 2017, in conjunction with senior management within 
individual directorates, the following audits have now been deferred to 2018/19 or 
deleted for the reasons stated. As such this will have no detrimental impact on the 
ability to deliver an opinion on the overall control environment for 2017/18.

 Shared Services (Children’s Services) – audit deferred to 2018/19 as 
anticipated developments within the service have not progressed in line with 
expectations;

 Multi-agency screening service (Children’s Services) – being re-shaped to form 
the Early Help & Safeguarding Hub which is due to be launched early in 2018. 
Audit deferred to 2018/19 to allow the new arrangements to be fully embedded;

 Link4Life Client Management (Public Health and Wellbeing) – the contract and 
working arrangements are subject to fundamental review and the audit will be 
deferred to a later date when this has been completed to ensure value is added 
at an appropriate time;

 Highways Network Valuation (Neighbourhoods) – audit deleted as no longer 
necessary due to the proposed new accounting policy being abolished by the 
accounting body; and

 Tranman (Neighbourhoods) – senior management has authorised the service 
to pursue a new system to replace Tranman (an IT system which supports the 
fleet management service) so a proposed audit of the IT system has been 
deleted at this stage as it would provide little value in view of this decision.
 

11  Traded Services Provided by Internal Audit

11.1 Internal Audit has completed audit work for a number of organisations in 
accordance with Traded Services agreements, thereby generating external 
income for the Authority. In the year to date this has included: 

 Audits of 4 School Fund Accounts for 4 different schools under Local 
Authority control. 



Costs and Budget Summary

12. Not applicable.

Risk and Policy Implications

If Internal Audit recommendations are not implemented, the Council will be 
exposed to the risks set out in the relevant detailed Internal Audit reports. 
These risks will be mitigated by completion of the actions agreed with 
management and summarised within this report. Internal Audit 
recommendations are raised as a result of weaknesses identified during 
reviews and therefore such identified issues impact upon compliance and 
governance.

13.

Consultation

14. The recommendations and actions arising from audit reviews are agreed in 
consultation with relevant senior management and officers within each 
Service area.

Background Papers Place of Inspection

None

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



Appendix A
Planned audits completed in quarter two

Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Adult Controcc – 
Payments to Care 

Providers

Controcc is the IT system used to generate payments to residential care 
providers which, in 2016/17, amounted to £43million. This audit focused on 
evaluating controls over the authorisation, validity, accuracy and recording 
of payments, including reconciliation with interfaced systems.

Internal Audit concluded that control systems in operation are generally 
sound but there is the opportunity to improve the management of certain 
risks. The medium priority actions agreed focused on ensuring:

 Reconciliations are established between Controcc and the core 
financial system to confirm the accuracy of data being processed; 
and

 Care plans within a feeder system are updated by social workers 
more promptly and completely to ensure payments made are 
accurate and to avoid the need for subsequent adjustments due to 
delays in the processing of supporting information.

Adequate M – 2,
L – 3



Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Resources Ethical 
Governance

This audit focused on evaluating the arrangements in place for both gifts 
and hospitality and the staff register of personal interests, primarily to 
ensure that polices and processes were appropriate, communicated and 
monitored.

Whilst the Employee Code of Conduct was updated and re-issued in early 
2016 and employees are directed towards reading and following the new 
procedures, we did identify a number of areas that required improvement 
to ensure that all areas of risk are appropriately managed going forward. 
These included:

 Ensuring that the use and functionality of iTrent for registering 
interests is better promoted and enhanced to encourage policy 
compliance;

 Further promoting the gifts and hospitality policy to encourage 
compliance and to develop processes to monitor this within 
Services; and

 Ensuring the database for Politically Restricted Posts is brought up 
to date and monitored on an ongoing basis.

Adequate M – 5 



Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Resources Refunds – Sundry 
Debt and Housing 

Benefit 
Overpayments

Further to a previous audit of refunds relating to council tax and business 
rates, this audit focused on other refunds processed by the Corporate Debt 
Team. The audit evaluated processes and controls over the awarding and 
payment of refunds, ensuring they are valid, authorised and correctly 
recorded.

The audit concluded that controls are generally sound but, based on the 
risks attached to this area,  medium priority recommendations were agreed 
to ensure:

 Refunds relating to housing benefit payments are authorised prior 
to processing; 

 Independent checks on bank details are made prior to setting up 
new creditors; and

 Implement periodic independent checks between payment files and 
source files to confirm the integrity of core data.

Adequate M - 3

Neighbourhoods Street Lighting 
PFI

The Core Investment Period to replace 25,000 street lighting assets has 
now finished and the maintenance phase commenced, running through 
until July 2036. The focus of this audit was to establish if sufficient 
arrangements are in place to monitor the maintenance phase of the 
contract in terms of maintenance, repairs, energy consumption, overall 
performance and risk management.

Internal audit can provide positive assurance that all key risks are being 
managed and no recommendations were made. Performance appears to 
be generally on track and regularly reported to Members through Overview 
and Scrutiny. Risks are being actively monitored and managed and energy 
consumption is falling.

Substantial None



Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Neighbourhoods Cemeteries and 
Bereavement 

Service

The Council operates 5 cemeteries and 2 crematoria under the 
management of the Environmental Management function. Given that a 
separate health and safety audit was being undertaken by Management 
and Organisational Support, our audit focused on financial controls over 
income, expenditure and records management to avoid any duplication.

The audit provides substantial assurance that controls are effective and no 
recommendations were considered appropriate.

Substantial None

Economy Economic 
Development 
Fund (EDF)

The EDF was established in 2015 to assist those businesses who wish to 
start up, relocate to or expand in the Rochdale borough and are not 
eligible for financial assistance from other bodies. Up to April 2017, 174 
jobs had been created as a result of EDF intervention. This audit sought to 
evaluate the processes supporting the EDF together with compliance, 
monitoring, performance, governance and the risk of fraud.

Internal Audit concluded that there is a sound system of control in 
operation to manage risks effectively. This was backed up by a sample of 
transactions covering grants that have been awarded and refused which 
demonstrated an appropriate level of challenge and segregation of duties 
to assess and subsequently approve applications.

Substantial L – 2 



Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Economy Rochdale 
Development 
Agency (RDA)

Since January 2016 RDA has been a Local Authority Controlled Company, 
with the Council as the sole member of the company, the main objective of 
which is to aid the physical and economic regeneration of the Borough. 
There is a Service Agreement between RBC and RDA and RBC provide 
significant core funding to support RDA.

The audit focused on providing assurance over the effectiveness of 
governance, performance monitoring, financial and risk management. The 
audit concluded that controls were effective in all these areas. Medium 
priority recommendations focused on:

 Ensuring governing documents complied with statutory 
requirements associated with such companies;

 Reviewing the potential closure of subsidiary companies that were 
no longer appropriate; and

 Reviewing processes supporting the raising of purchase orders 
between RBC and RDA to ensure segregation of duties remain 
appropriate.

   

Substantial M – 4,
L – 5

Various Grant 
Certifications

Certain grants available to RBC require periodic certification to confirm that 
the grants have been spent in accordance with grant terms and conditions. 
These certifications generally require sign off by the Head of Internal Audit 
together with either the Chief Executive or Chief Finance Officer. During 
quarter two, the following grant certifications were signed off in this way: 
 Local Growth Fund Determination 2016-17; and
 Local Transport Capital Block Funding Grant. 

Internal Audit performed various independent checks to ensure that grant 
certifications could be signed off and no issues arose from this work.

Substantial None



Service Audit Area Scope of Audit and Key Areas for Improvement
Assurance 

Opinion
Recommendation 

priorities
(H, M, L)

Children’s Services 
- Schools

2 Primary 
Schools

These comprised reviews of the schools exposure to risk using the Ofsted 
document “Keeping your balance”, also taking account of other service 
areas and the extent of schools’ implementation of previous 
recommendations. 
Castleton Primary
Little Heaton CE  Primary

No high priority recommendations were made. However a number of 
actions were agreed to improve processes and controls including ensuring 
that:
 All school policies are presented to the full Governing Body for approval 

when they are either first established or reviewed;
 Ongoing contractual arrangements are subject to periodic market 

testing to ensure value for money continues to be obtained from such 
arrangements; and

 Polices relating to the disposal of assets align with all current legislation 
and are fully complied with. 

Substantial – 
2

M – 4,
L – 2 



Appendix B
FOLLOW UP OF OUTSTANDING INTERNAL AUDIT RECOMMENDATIONS – STATUS AS AT 7 DECEMBER 2017

Report Assurance Service 
High and 
Medium 

priority actions 

Final Date 
for 

Completion 
Follow up 

date 
Actions 

Complete
Actions 
Still in 

Progress 
Notes on Follow Up Audit

IT Disaster Recovery & 
Business Continuity A Neighbourhoods 2 31/07/2016    Follow up to be completed as 

part of the 2017/18 audit

Connected Council 
Programme A Neighbourhoods 3 31/10/2016    

To be followed up in 2017/18 
as part of a new audit of CCP 

scheduled for Oct 2017.
Better Care Fund A Adult 3 31/10/2016    Follow up in progress
Section 17 Payments S Children's 2 01/05/2017    Follow up in progress
Payroll S Resources 2 30/06/2017    Follow up in progress

Former Boots Warehouse 
Demolition A Neighbourhoods 7 31/07/2017 28/09/2017 2 5

Retrospective exemptions 
have yet to be finalised and 
formally approved to ensure 

compliance with Contract 
Procedure Rules. Update on 

financial impacts for Members 
also yet to be actioned.

(see paragraph 6.2 above)
Highways Contract 
Management A Neighbourhoods 15 31/07/2017    Follow up in progress

Creditors Transaction 
Testing 2016/17 A Corporate 13 31/07/2017    Follow up to be completed as 

part of the 2017/18 audit

Refunds - Council Tax 
and Business Rates A Resources 7 31/08/2017 21/11/2017 6 1

One recommendation yet to 
be actioned pending system 

developments to address data 
protection issues associated 
with proposed new reporting 

processes.



Report Assurance Service 
High and 
Medium 

priority actions 

Final Date 
for 

Completion 
Follow up 

date 
Actions 

Complete
Actions 
Still in 

Progress 
Notes on Follow Up Audit

Refunds - Sundry Debt 
and Housing Benefit 
Overpayment

A Resources 3 31/08/2017    Follow up in progress

Primary School L Children's 21 31/10/2017    To be followed up in 2017/18

Controcc - Payments to 
Care Providers A Adult 2 31/10/2017    To be followed up in 2017/18

Cyber Security A Neighbourhoods 11 31/12/2017    To be followed up in 2017/18
Rochdale Development 
Agency S Economy 4 31/12/2017    To be followed up in 2017/18

Ethical Governance A Resources 5 31/12/2017    To be followed up in 2017/18
Town Hall Cash Handling 
and Bookings A Neighbourhoods 14 01/04/2018    To be followed up in 2017/18


