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Rochdale Borough Council 
 

Peer Review of Internal Audit against the Public Sector Internal 
Audit Standards  

 
1 Introduction 
 
1.1 All principal local authorities and other relevant bodies subject to the Accounts 

and Audit (England) Regulations 2015 (amended) must make provision for 

internal audit in accordance with the mandatory Public Sector Internal Audit 

Standards (PSIAS) as well as the CIPFA Local Government Application Note. 

1.2 A professional, independent and objective internal audit service is one of the 

key elements of good governance in local government. 

1.3 The PSIAS require that an external assessment of an organisation’s internal 

audit function is carried out once every five years by a qualified, independent 

assessor or assessment team from outside of the organisation.  External 

assessments can be in the form of a full external assessment, or a self-

assessment with independent external validation. 

1.4 The North West Chief Audit Executives’ Group (NWCAE) has established a 

‘peer-review’ process that is managed and operated by the constituent 

authorities.  This process addresses the requirement of external assessment 

through ‘self-assessment with independent external validation’ and this report 

presents the summary findings of the review carried out on behalf of Rochdale 

Borough Council. 

1.5 An independent assessor or review team is defined as not having either a real 

or an apparent conflict of interest and not being a part of, or under the control 

of, the organisation to which the internal audit activity belongs.  

1.6 This review has been carried out by the Head of Internal Audit from Halton 

Borough Council and a Principal Auditor from Tameside Metropolitan Borough 

Council.  Details of the reviewers’ relevant experience and qualifications are 

included at Appendix 1. 

 



 

2 Approach/Methodology   

2.1 The NWCAE Group has agreed a detailed Memorandum of Understanding 

(MoU) that outlines the broad methodology for the conduct of this review. A 

copy of the MoU is available upon request. However, in summary, the key 

elements of the process are: 

 The peer review is undertaken in three stages: pre-review; on-site review; 

post-review, and principally covers audit activity undertaken during the 

period covered by the latest Annual Report & Opinion issued by the Head 

of Internal Audit, i.e. the 2016/17 financial year. 

 Each Authority is required to complete the PSIAS self-evaluation contained 

within the CIPFA Local Government Application Note (LGAN). The LGAN 

outlines the “sector-specific requirements for local government 

organisations” (para 1.13) and “has been developed to satisfy the 

requirements set out in PSIAS 1311 and 1312 for periodic self-

assessments and externally validated self-assessments” (page 23). 

 The NWCAE Group has agreed that the validation will be based on the 

completed LGAN self-assessment. Typically, supporting evidence will 

include the Internal Audit Plan & Charter; the Head of Internal Audit Annual 

Report & Opinion; the Quality Assurance & Improvement Programme; and 

examples of final audit reports and audit working papers. 

 To support the on-site review, key stakeholder questionnaires and 

interviews are also undertaken. 

 The review comprises a combination of ‘desktop’ and “on-site’ review.  

2.2 It should be noted that the review cannot reasonably consider all elements of 

the LGAN self-assessment.  The review team therefore used the ‘desktop’ 

review to determine strengths, weaknesses and subsequent key lines of 

enquiry in order that the review itself is risk-based, timely and adds real value. 

The review covers three broad themes: Purpose and Positioning; Structure 

and Resources; and Audit Execution.  



 

2.3 Upon conclusion of the review, an overall assessment judgement is provided 

against each thematic area of the LGAN as follows: Conforms, Partially 

Conforms or Does Not Conform.   These judgements are then used to 

inform an overall assessment on conformance against the Standards.  

3 Conclusion 

3.1 Following a detailed moderation process, the review team has concluded the 

following overall assessment: 

Area of Focus Assessment 

Purpose & Positioning Conforms 

Structure & Resources Conforms 

Audit Execution Conforms 

Overall Assessment Conforms 

 

3.2 From the evidence reviewed and the interviews with key stakeholders it is 

apparent that the internal audit service at Rochdale Borough Council is highly 

regarded and respected.  Senior management clearly value internal audit, 

which is seen as a helpful resource and makes an effective contribution to the 

maintenance and development of the Council’s risk management, control and 

governance processes.  It is also evident that there is an effective relationship 

between the internal audit service and the Audit & Governance Committee.     

3.3 Assessment against the individual elements of each area of focus is included 

in the Detailed Assessment table at Appendix 2 and a summary of the areas 

for consideration to further develop conformance with the Standards is 

identified within the Action Table at Appendix 3.  

3.4 Additional points for consideration identified during the review that are out of 

the scope of the Standards / LGAN requirements, but are contributory to the 

overall effectiveness and efficiency of the internal audit service, are presented 

in the table at Appendix 4 of the report for information and consideration only.   



 

3.5 As part of the self-assessment against the PSIAS, Internal Audit had already 

identified a small number of specific areas where work was planned or 

ongoing to further demonstrate conformance with the Standards.  The review 

team was satisfied with the actions being implemented and does not consider 

that any of these issues are significant in terms of overall conformance with 

the Standards.   

4 Observations and Recommendations 

4.1 Attribute Standards   

4.1.1 1000 Purpose, Authority and Responsibility 

 There is a requirement in the LGAN for the Internal Audit Charter to set out the 

existing arrangements within the organisation’s anti-fraud and anti-corruption 

policies, for Internal Audit to be notified of all suspected or detected fraud, 

corruption or impropriety.  Whilst the Internal Audit Charter makes reference to 

fraud related work at sections 4.5 and 4.6 there is no specific reference to the 

arrangements for the notification of fraud, corruption or impropriety.  This is 

not considered a significant issue and it is acknowledged that these reporting 

arrangements are covered elsewhere, i.e. in the Whistleblowing Policy. 

 The Council may however wish to update the Internal Audit Charter to address 

this issue in order to demonstrate fuller conformance with the Standards. 

 Recommendation 1 

4.1.2 1100 / 1110 Organisational Independence 

The Head of Internal Audit also has managerial responsibility for the Council’s 

risk management and insurance arrangements.  The Standards require that 

any assurance engagements in areas over which the Head of Internal Audit 

also has operational responsibility are overseen by someone outside of the 

internal audit activity. 

This issue is partly addressed by arrangements described at paragraph 2.10 

of the Internal Audit Charter.  However, there is an opportunity to further 

strengthen this arrangement by providing greater clarity over how assurance 

over these operational responsibilities will be obtained.  Specifically, it is 



 

recommended that the frequency and method of obtaining independent 

assurance over the operation of the risk management and insurance functions 

should be formally agreed with the Audit & Governance Committee. 

Recommendation 2 

4.2 Performance Standards 

4.2.1 2060 Reporting to Senior Management and the Board 

It is a requirement of the Standards that the Head of Internal Audit reports 

periodically to senior management and the board on the internal audit 

activity’s purpose, authority, responsibility and performance relative to its plan. 

At Rochdale this is requirement is met by the Audit & Governance Committee 

formally approving the Internal Audit Charter, the Audit Plan, and receiving 

quarterly progress reports. 

The quarterly reports focus on the work completed in the previous quarter and 

provide information on the percentage of the plan completed.  However, it was 

noted that the reports do not provide a direct comparison of work completed 

against the approved Audit Plan.  As such, the Audit & Governance 

Committee may not be aware of any slippage against the Audit Plan.   

There is consequently an opportunity to further develop the quarterly progress 

reports by reporting more explicitly on what audits from the Audit Plan have 

been completed and what audits remain outstanding.  This will also help to 

identify the potential impact of any slippage on the Annual Audit Opinion.    

Recommendation 3 

 

4.2.2 2450 Overall Opinion   

The LGAN clearly defines the requirements of the Annual Report and Annual 

Audit opinion.  It was confirmed that the Annual Report is substantially 

compliant with these requirements.  The review team also noted that there is 

also clear linkage between the Annual Report and the Annual Governance 

Statement (AGS), with the Head of Internal Audit’s Annual Opinion being 

specifically included in the AGS. 



 

There are however some areas where the Internal Audit Annual Report could 

be developed further to demonstrate fuller conformance with the requirements 

of the Standards: 

 The Standards include a requirement to identify any scope limitations in 

providing an overall opinion.  It is therefore recommended that an 

explicit statement is included to inform the reader if there have been 

any limitations placed on the scope of internal audit work. 

 The Standards include a requirement for any reliance on other 

assurance providers to be specifically stated in the Annual Opinion 

report.  It is noted that section 18 of the 2016/17 Annual Report 

provides a description of other external and internal sources of 

assurance.  However, the requirements of the Standards would be 

better met by specific reference to any other sources of assurance that 

have been relied upon in providing the Annual Opinion. 

 There is a requirement in the LGAN that the Annual Report includes a 

comparison of work actually carried out with the work planned.  It is 

noted that the Annual Report provides significant analysis of internal 

audit’s coverage during the year, but this is not compared in the same 

format to the original plan as far as the number of days for each service 

is concerned.  The Annual Report would be strengthened by the 

inclusion of details by service area of the approved plan, the work 

carried out, any revisions to the plan, and any planned work not 

delivered and explaining the impact of this on the overall opinion.  The 

approved annual plan has been compiled using a risk based process, 

so changes or non-completion could potentially impact on the overall 

opinion. 

 In terms of completeness and transparency it would be helpful if the 

Annual Report also provided details of the planned audits that remain in 

progress and those audits not started but carried forward into the 

following year’s plan. 



 

 There is also an LGAN requirement that the Annual Report provides 

details of any issues that the Head of Internal Audit judges relevant to 

the preparation of the Annual Governance Statement.  Whilst the 

Annual Report highlights the audit reviews with limited assurance 

opinions, there is presently no specific statement that highlights 

whether there are any issues identified from the work of internal audit 

that are considered relevant in terms of the preparation of the AGS.  

Recommendation 4 

4.2.3 2330 Documenting Information 

The Standards include a requirement that internal auditors document the 

relevant information required to support engagement conclusions and results.  

This includes an LGAN requirement that working papers are sufficiently 

complete and detailed to enable another experienced internal auditor with no 

previous connection with the audit to ascertain what work was performed, to 

re-perform it if necessary and to support the conclusions reached. 

As part of the review a sample of audit files and working papers were 

examined.  Whilst the working papers were sufficiently detailed to explain 

what work had been performed and to support the conclusions reached, there 

were some areas identified where the standard or completeness of the 

documentation could be improved: 

 Managerial review of the whole file wasn’t always evident; 

 The audit process document in the QAIP refers to an Assignment Plan, 

a Start Memo and an Audit Scope Document.  From the sample of 

audits reviewed there were some inconsistencies noted in terms of the 

documentation held on file.  It is however acknowledged that this issue 

has been recognised by management and action has been taken to 

reviewing the audit process document to reflect revised working 

practices and the use of an updated Terms of Reference; 

 There were some inconsistencies in terms of the audit approach and 

the format of documentation held on files; 



 

 There were examples of information being duplicated in different 

documents held on the file.  

In the opinion of the review team the internal audit service would benefit from 

investment in an audit management information system to provide a more 

consistent and efficient audit methodology, better evidencing of management 

review and more robust file archiving arrangements.  Such a system would 

also facilitate agile working by allowing auditors access to the whole range of 

audit files and associated documentation from remote locations. 

Recommendation 5 

4.2.4 Contribution to the effectiveness and efficiency of the governance, risk 

management and internal control processes 

The review process confirmed that the internal audit service makes a 

significant contribution to the development of the effectiveness and efficiency 

of the Council’s governance, risk management and internal control processes.  

This was evidenced by interviews and surveys with key stakeholders and 

detailed review of key documentation, such as audit reports, client feedback 

surveys, Audit Plans, Annual Reports and Progress Reports to the Audit & 

Governance Committee. 

It was also evident that the internal audit service has been proactive in terms 

of attempting to share the wider learning from audit work across the Council.  

An example of this is the fact that the internal audit service has started to 

report to the Leadership Team on a quarterly basis to provide an update on 

audit work and findings. 

In the course of the review, one of the internal audit service’s key customers 

stated that there may be an opportunity to further develop the sharing of 

lessons learnt from audit work.  In particular they said that they would 

welcome the opportunity to know more about work planned and delivered in 

other parts of the Council.  It was also mentioned that better use could be 

made of the Internal Audit pages on the intranet by ensuring that relevant 

information and documents are published and kept up to date. 



 

Whilst not an issue in terms of conformance with the Standards, the internal 

audit service may wish to consider what further could be done to heighten its 

profile and raise awareness of any significant issues arising from the work 

carried out. 

Recommendation 6   

 

  



Appendix 1 

 

THE PEER REVIEW TEAM: 

Merv Murphy CPFA 

Merv has been a member of the Chartered Institute of Public Finance & Accountancy 

(CIPFA) since 1992 and is currently the Divisional Manager – Audit, Procurement & 

Operational Finance at Halton Borough Council.  This role involves being the 

Council’s Head of Internal Audit in addition to having management responsibility for 

a wide range of other finance functions. 

Merv has worked in the audit profession for approximately 30 years and has both 

public and private sector audit management experience from previous roles at Bury 

Council and KPMG.  In his current role Merv is also a member of the Audit 

Committee for the Mersey Gateway Crossings Board and has previous Audit 

Committee experience in the Further Education sector. 

Christine Weston FCCA 

Christine is a fellow of the Chartered Association of Certified Accountants, and has 

been a member of the Association since 1990.  She has also successfully achieved 

the Institute of Internal Auditors qualification (MIIA).  Her current post is Principal 

Auditor at Tameside Council, with audit responsibility for the Greater Manchester 

Pension Fund (GMPF), Governance, ICT and Childrens Services (including schools). 

Christine has worked in the accountancy and audit profession for over 30 years, and 

has private sector accountancy, internal audit and external audit experience.  In her 

current role Christine reports to the Local Board of GMPF, which acts as the Audit 

Committee to the Pension Fund, and has previous Audit Committee experience with 

NHS clients. 

 



Appendix 2 

Rochdale Borough Council - Detailed Assessment 

Ref Standard Conforms Partially  

Conforms 

Does not  

Conform 

Comments 

 Code of Ethics     

1000 Remit    See Rec 1 

1000 Reporting lines     

1110 Independence    See Rec 2 

1230 Continuing Professional Development     

2010 Risk based plan     

2050 Other assurance providers     

2060 Reporting to Senior Management and the Board    See Rec 3 

2120 Risk Management     

 Structure & resources     

1200 Competencies      

1210 Technical training & development     

1220 Resourcing     

1230 Performance management     

1230 Knowledge management     

 Audit execution     

1300 Quality Assurance & Improvement Programme     

2000 Management of the IA function     

2200 Engagement planning     

2300 Engagement delivery    See Rec 5 

2400 Reporting    See Rec 6 

2450 Overall opinion    See Rec 4 

 

Overall Conclusion 

Conforms  

Partially Conforms  

Does Not Conform  



Appendix 3 

Rochdale Borough Council – PSIAS Action Table                                                                                                          

The following issues for consideration are highlighted in order to assist the internal audit service in achieving fuller conformance with the 

Standards: 

 
PSIAS Ref 
(Appendix 

2) 
 

 
Report 

Rec 

 
Point For Consideration 

 
Responsible 

 
Action 

1000 1 

 

 

In order to demonstrate fuller conformance with the Standards 
consideration should be given to updating the Internal Audit 
Charter to include the LGAN requirement to set out the 
existing arrangements within the organisation’s anti-fraud and 
anti-corruption policies, for Internal Audit to be notified of all 
suspected or detected fraud, corruption or impropriety.   

Ian Corbridge This will be included 
within the next update of 
the Internal Audit Charter 
in 2018. 

Due date: 30 September 
2018 

1110 

 

2 

 

 

Consideration should be given to formalising the 
arrangements for obtaining independent assurance over those 
operational areas managed by the Head of Internal Audit.  
One option would be to agree with the Audit & Governance 
Committee the method by which assurance will be obtained 
and how often that assurance is required. 

Ian Corbridge This will be discussed 
and agreed with the Audit 
& Governance Committee 
on 18 December 2017. 

Due date: 18 December 
2017 



Appendix 3 

 
PSIAS Ref 
(Appendix 

2) 
 

 
Report 

Rec 

 
Point For Consideration 

 
Responsible 

 
Action 

2060 3 Consideration should be given to further developing the 
quarterly progress reports to provide a more detailed 
comparison of work completed against planned work.  This 
will assist the Audit & Governance Committee in identifying 
any slippage against the Audit Plan work and allow 
consideration of any potential impact on the Annual Opinion.   

Ian Corbridge An additional section will 
be included within future 
quarterly and annual 
reports to highlight 
proposed amendments to 
the plan, either in terms of 
additional audits 
proposed, audits deferred 
to the following year or 
audits deleted for 
whatever reason. This will 
enable the Audit & 
Governance Committee 
to approve such changes 
to the previously agreed 
Annual Audit Plan. 

Due date: 18 December 
2017 
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PSIAS Ref 
(Appendix 

2) 
 

 
Report 

Rec 

 
Point For Consideration 

 
Responsible 

 
Action 

2450 

 

 

 

4 

 

 

In support of the Annual Opinion, consideration should be 
given to including the following in the Internal Audit Annual 
Report: 

 A positive statement as to whether or not there have 
been any limitations placed on the scope of audit work; 

 A specific reference to any other sources of assurance 
that are being relied upon in providing an overall 
Annual Opinion; 

 Details by service area of the approved plan, the work 
carried out, any revisions to the plan, and any planned 
work not delivered, explaining the impact of this on the 
overall opinion;   

 Details of the planned audits that remain in progress at 
the time the Annual Opinion is issued and any audits 
not started but carried forward into the following year’s 
plan; 

 Details of the planned audits that remain in progress 
and those audits not started but carried forward into 
the following year’s plan; 

 

Ian Corbridge All these points will be 
included within the 
Annual Report for 
2017/18. 

Due date: 31 July 2018 
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PSIAS 

Ref 
(Appendix 2) 

 
Report 

Rec 
 

 
Point For Consideration 

 
Responsible 

 
Action 

2450 
(cont.) 

  A specific statement that highlights whether there are 
any issues identified from the internal audit work 
undertaken, that are considered relevant in terms of 
the preparation of the AGS. 

  

 

 

 

 

 

 

 

 

 

 

 



Appendix 4 

Rochdale Borough Council – Additional Development Action Table 

During the review, the following additional issues for consideration were discussed with the Head of Internal Audit.  These issues do not 

specifically relate to conformance with the Standards / LGAN requirements.  They are however intended to assist with the overall efficiency and 

effectiveness of the internal audit service and are presented for information and consideration only. 

 
PSIAS 

Ref 
(Appendix 2) 

 
Report 

Rec 
 

 
Point For Consideration 

 
Responsible 

 
Action 

2330 5 Consideration should be given to the internal audit service 
reviewing its audit processes with a view to ensuring greater 
standardisation of working practices and documentation.  
One option to ensure greater consistency in terms of 
approach would be to acquire an audit management system 
that would enforce a standard way of working.   

Ian Corbridge 

 

Internal Audit 
management adopt a 
process of continual 
review and challenge of 
audit processes to ensure 
we align with best practice 
and the needs of the 
service and our 
stakeholders. Supporting 
documentation therefore 
evolves over time. As part 
of our current review we 
will ensure out of date 
audit documentation is 
archived to ensure 
consistent documentation 
and overall approach is 
maintained for all audit 
work going forward. 

Due date: 31 March 2018 
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PSIAS 

Ref 
(Appendix 2) 

 
Report 

Rec 
 

 
Point For Consideration 

 
Responsible 

 
Action 

    Once the above review is 
complete further 
consideration will be given 
to the possibility of 
acquiring an audit 
management system 
based on a cost benefit 
analysis of the various 
products that are in the 
market. 

Due date: 31 December 
2018 

2400 6 In response to the feedback provided from a key 
stakeholder, the internal audit service may wish to consider 
the following points: 

 What it can do to further heighten its profile and raise 
awareness of any significant issues arising from 
internal audit work in order to provide wider learning 
across the Council; 

 Make better use of the Internal Audit pages on the 
Intranet by ensuring that relevant information and 
documents are published and kept up to date. 

Ian Corbridge Any such issues will be 
highlighted within the 
quarterly Report to 
Leadership that 
commenced from Quarter 
1 in 2017/18. Furthermore 
Internal Audit have 
already established a 
process of communicating 
any key issues that may 
have a more global impact 
via communications to all 
Directorates for 
management teams to 
cascade to relevant 
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PSIAS 

Ref 
(Appendix 2) 

 
Report 

Rec 
 

 
Point For Consideration 

 
Responsible 

 
Action 

officers at they consider 
appropriate within their 
service. This enables 
lessons learned to be 
shared on a wider basis. 

Internal Audit intranet 
pages have recently been 
reviewed to ensure all 
documents are up to date. 
A further review will be 
undertaken to consider if 
any further documents 
can be added to inform 
stakeholders. 

Due date: 31 March 2018 

 


