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Executive Summary

1. This report summarises the work of the Internal Audit team during the third 
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. Furthermore, following a full review of 
Audit Plan status and available resource, Internal Audit has since achieved the 
targeted completion of the Audit Plan of 96% by the year end.

The Counter Fraud Team achieved £136,942 in savings during the period 
(cumulative of £305,147 for the first 9 months) together with 11 sanctions 
including 4 formal cautions and 7 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 third 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, 
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 
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5.1

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 Three 

Appendix A contains the details of planned audit reviews completed during quarter 
three which had an ‘adequate’ or ‘substantial’ assurance opinion. Key areas for 
improvement are summarised for each audit with a specific focus on any agreed 
actions designated as high priority.
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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 18 December 2017 have now been completed as confirmed by the 
Internal Audit follow up report e-mailed to all members of this Committee on 9 March 
2018. Within this it was noted that risk registers for projects are now being developed 
with support provided by the Risk Manager and these will be evaluated as an inherent 
part of any future internal audit work in this area.

Unplanned work

Anonymous Whistleblowing Referral
  (Director  – Neighbourhoods)

An initial review of allegations received by an anonymous letter received under the 
Council’s Whistleblowing Policy was conducted by Internal Audit. This review 
concluded that the allegations lacked credibility and could not be substantiated so no 
further work was undertaken and the review was closed. 

Outcome of External Investigation
  (Director – Neighbourhoods)

Following an investigation into the financial affairs of an external organisation which 
received funding from RBC, requested by the external organisation and supported by 
RBC management, an employee of that organisation admitted to fraud and theft and 
has recently attended Crown Court and received a 16 month prison sentence. Once 
again this demonstrates the council’s zero tolerance to fraud and will hopefully serve 
as a warning to others to mitigate the risk of similar offences occurring in the future.

Counter Fraud Team

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

Performance

A total of 249 fraud referrals were received in the third quarter of this financial year, 
representing an increase of 49 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 
not enough information to progress the matter.

From October to December 2017 the team achieved £136,942 in additional savings 
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and overpayments. To date the Team have achieved £305,147 which already 
exceeds the target for the full year. 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. 

83% of referrals have resulted in positive outcomes in quarter three. 

11 sanctions were achieved in quarter three, comprising 4 formal cautions and 7 fines 
for fraud which include 4 fines for investigations undertaken by the DWP in respect of 
housing benefit.

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 £38,000 being generated 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. 18 investigations have been opened; 12 fraud cases are under 
investigation, 5 cases have been closed positively and 1 closed where no fraud was 
found.

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 136 Data Protection 
Requests from October to December 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 178 ‘police checks’ on Rochdale BC 
systems, to help the police trace alleged offenders and absconders.  In addition, a 
total of 12 fraud referrals have been received as a result of the PET. 
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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.

Internal Audit Performance Measures

The table below shows actual performance as at 31 December 2017 against Internal 
Audit targets for the third quarter, including the actuals for 2017/18. 

Performance Indicator Actual 
 Q3 

2016/17

Actual 
 Year 

2016/17

Target 
Q3

2017/18

Actual 
Q3

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

£250 £242 £259 £197

Efficiency
2. Chargeable days per auditor (days) 189 194 186 194

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

75% 96% 71% 71%

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 
including the percentage of audit plan completed which now aligns with target. The 
Head of Internal Audit will continue to monitor this progress made in completing the 
Audit Plan and make Members aware of any further pressures on resource as the 
year progresses.

Amendments to the Audit Plan

Further to ongoing reviews 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.

 Sensory Team (Visual/ Hearing Impairment) (Adult Services) – audit deferred 
to quarter 1 of 2018/19 due to staff changes creating pressures on the 



workload of the current team;
 Special School (Children’s Services) – audit deferred to 2018/19 due to 

building work currently being progressed at the school; and
 ICT Strategy (Neighbourhoods) – the ICT Strategy is currently subject to a full 

review and a new draft is expected in April 2018. As a consequence it has 
been agreed to defer the audit until quarter 3 or 4 of 2018/19.
 

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 6 School Fund Accounts for 6 different schools under Local 
Authority control.; and

 Certification of grant claims made by an Academy outside of Local 
Authority control.

12 Appointment of External Auditors - Update

12.1 With regard to the process for the appointment of external auditors for the 
audit year 2018/19 onwards, Public Sector Audit Appointments Limited 
(PSAA) has now confirmed the appointment of Mazars LLP to audit the 
accounts of RBC for five years from 2018/19 through to 2022/23. This 
appointment is made under regulation 13 of the Local Audit (Appointing 
Person) Regulations 2015, and was approved by the PSAA Board at its 
meeting on 14 December 2017. 

Costs and Budget Summary

13. 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.

14.

Consultation

15. 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 three

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

Opinion
Recommendation 

priorities
(H, M, L)

Adult Pre-Paid Cards Adult Care has recently moved to using prepaid cards as a means of 
providing money to those clients for whom the Service manage their 
financial affairs, replacing the previous cash based system. The focus of 
the audit was to provide assurance that controls over the use of such 
cards were robust.

Internal Audit concluded that controls over the use of such cards was 
effective, thereby providing assurance over the security of client’s money. 
Only one medium priority recommendation was made which has since 
been actioned.

Substantial M – 1,
L – 1



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

Opinion
Recommendation 

priorities
(H, M, L)

Children’s Residential 
Homes

RBC operates 3 residential homes which offer young people a place to live 
away from their families following relevant needs assessments. These 
establishments are inspected by Ofsted to ensure that they meet national 
standards of care and accommodation. The objective of this audit was to 
evaluate the systems and procedures in place over the financial 
administration arrangements at the home, ensuring compliance with 
Financial Regulations.

The audit concluded that control systems in operation are generally sound. 
However a number of actions were agreed to improve processes and 
controls in certain areas including:

 Not all VAT on purchases was being identified and reclaimed 
leading to un-necessary cost. Furthermore supporting 
documentation for VAT that had been reclaimed was not always 
readily available. This will be addressed by the provision of 
additional training from the Tax and Treasury Team from Finance 
Services;

 Staff must ensure that all travel expenses must be reclaimed 
through the payroll system and not via petty cash;

 Financial limits will be imposed on purchase cards to mitigate the 
risk of unauthorised expenditure; and

 Inventories will be introduced to record assets maintained in each 
of the homes to align with Financial Regulations.

Adequate M – 5,
L – 2 



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

Opinion
Recommendation 

priorities
(H, M, L)

Public Health Licencing RBC is a Licensing Authority and has a number of powers and duties 
regarding the licensing and regulation of a range of business activities 
within the Borough. Premises and personal licenses are governed by the 
Licensing Act 2003 and gambling is governed by the Gambling Act 2005. 
RBC carries out enforcement activity against unlicensed premises and 
against licensees who are not compliant with licence conditions as well as 
generating income from licensing fees. 

The audit focused on processes relating to licensing applications, 
processing and collection of fees, maintenance of a license register, 
renewals and timely and appropriate enforcement activity. Internal Audit 
concluded that substantial assurance can be provided that controls and 
processes in all these areas are effective towards managing all key areas 
of risk and a timely response is given to addressing any issues referred to 
the team.

Substantial M – 1,
L – 1 



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

Opinion
Recommendation 

priorities
(H, M, L)

Resources CHEST 
Procurement 

Portal

STAR Procurement utilises a web-based electronic tender portal – The 
Chest – to manage the 3 Council’s (Stockport, Trafford and Rochdale) 
procurements from project initiation, advertising, request for quotation and 
invitation to tender documentation, through to receiving and opening bids 
and award notification. The Chest operates independently for each council 
with distinct access and login requirements with over 40 councils in the 
north west using it. This audit was designed to provide assurance for all 3 
STAR authorities focusing on the consistent and appropriate use of the 
system, based on a sample of procurements in each authority, and also 
including the confidentiality, integrity and availability of the system.

In overall terms, Internal Audit concluded that there is satisfactory control 
over the e-tendering process within the Chest procurement portal. The 
system meets the principal objectives of providing an externally hosted 
and secure e-sourcing portal, enabling a range of procurement routes, 
advertising of procurement opportunities and providing bidders with 
relevant information with which to submit bids and receive those bids.

However a number of issues were highlighted which would improve the 
efficiency and effectiveness of the system including the following:

 Various processes and controls associated with user access;
 Developing the use of system logs to enhance audit trails;
 Confirming the back-up and recovery arrangements in place to 

avoid any significant down time occurring;
 Using the system reporting function more effectively; and
 Developing guidance to improve the consistency and 

completeness of documents stored within the system.

Adequate M – 10
L – 1 



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

Opinion
Recommendation 

priorities
(H, M, L)

Resources Lodged Purchase 
Cards

A lodged purchase card is a form of company charge card that allows 
goods and services to be bought without utilising the traditional purchasing 
process. The purchase card number is lodged with the supplier and only a 
designated officer can use it to place an order. The cards are currently 
being used for the benefit of schools by Facilities Management in order to 
support catering for school meals. A rebate is also generated through the 
use of such cards providing additional income for RBC. The audit focused 
on evaluating the effectiveness of controls over the use of such cards.

The audit concluded that controls overall are adequate. However a number 
of actions were agreed to further enhance processes including:

 Conducting a formal post-implementation review to identify any 
lessons learned from the first year in which these cards have been 
used;

 Ensuring any cards which are no longer used by schools are 
cancelled promptly;

 Reviewing overall levels of spend on cards as an overall measure 
of control and challenge to ensure it remains appropriate;

 Ensuring all credits due back from suppliers are promptly 
recovered; and

 Ensuring verification checks are established to confirm that all 
prices charged by suppliers align with agreed contracts.

Adequate M – 5,
L – 1 



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

Opinion
Recommendation 

priorities
(H, M, L)

Neighbourhoods Information 
Commissioner’s 

Office Data 
Protection Audit 

Action Plan

This audit focused on providing independent assurance to management 
that actions have been implemented within reasonable timescales as set 
out within the Information Commissioner’s Office (ICO) audit of data 
protection arrangements at RBC. The ICO’s report was issued on 16 
February 2017 with 27 actions agreed by the Council. The audit assurance 
provided by the ICO was “reasonable” which is a very positive outcome for 
RBC. Actions were due to be completed by 31 December 2017.

Internal Audit concluded that the majority of the recommendations were 
fully implemented. The Information Governance team are working towards 
the implementation of the 5 remaining recommendations with plans in 
place to address all of these matters in a timely manner. Some of these 
actions align with longer term projects which will ensure full compliance 
with the new General Data Protection Regulations which go live in May 
2018.

Substantial None



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

Opinion
Recommendation 

priorities
(H, M, L)

Neighbourhoods Town Hall Cash 
Handling and 

Bookings

The audit focused on evaluating processes and controls over income and 
cash transactions at Rochdale Town Hall, recognising the many sources of 
income generated by events and activities undertaken within the building.

Whilst the audit provided adequate assurance overall, this was attributed 
largely to the main sources of income which accounted for around 98% of 
the cash generated each year. However it was noted that the booking 
system that has been in place was not very efficient or effective and a new 
system had already been purchased at the time of the audit and was due 
to be implemented by April 2018. Management fully expected that this 
would enhance overall processes significantly.

The audit did highlight significant weaknesses in the control, handling, 
reconciliation and processing of cash transactions through the front desk 
which, whilst relatively small in value, did increase the risk of loss through 
either error or misappropriation. A detailed action plan was therefore 
agreed with a view to implementation by April 2018. Internal Audit will 
follow up on this to ensure completion in a timely manner, thereby 
mitigating the risk of financial loss in the future.

Substantial H – 3,
M – 11,

L – 5 



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

Opinion
Recommendation 

priorities
(H, M, L)

Neighbourhoods Cash Handling - 
Libraries

The audit focused on evaluating processes and controls over cash 
handling arrangements at the Central Library in Number One Riverside.

Whilst controls in general terms were considered adequate, there were 
some improvements that were agreed with management to further 
enhance processes supporting cash handling including:

 Accounting for and reconciling cash receipts on a daily basis to 
mitigate against any potential loss of cash not being promptly 
identified;

 Defining roles and responsibilities more clearly to enhance 
segregation of duties, and

 Reconciling floats on a more regular basis and ensuring any 
differences arising from the use of self-service machines in the 
library are followed up promptly.

Adequate M – 3,
 L – 2 



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

Opinion
Recommendation 

priorities
(H, M, L)

Children’s Services 
- Schools

4 Primary 
Schools

1 Nursery

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. 
Alice Ingham RC Primary
Howard Street Nursery
Smithybridge Primary and Nursery
St. Vincent’s RC Primary
Woodland Primary

Two high priority recommendations were made to ensure that:
 Absolute clarity is obtained over the operation and financial 

arrangements of a before and after school provision to ensure that all 
relevant Financial Regulations are being complied with; and

 The Register of Governors is brought up to date to ensure all 
safeguarding practices are fully adhered to.

Numerous other actions were agreed to improve processes and controls 
including ensuring that:
 Schemes of delegation are brought up to date;
 Tenders are obtained for high value purchases to align with Contract 

Procedure Rules;
 Purchases are initiated through official orders/ requisitions to ensure 

commitments are fully accounted for;
 The employment status of workers engaged by schools are always 

determined prior to commencing work;
 Finance and Treasury Management Policies are kept up to date and 

adhered to; and
 Income should always be recorded and banked in a timely manner. 

Substantial – 
2

Adequate - 3

H – 2,
M – 33,
L – 24 



Appendix B
FOLLOW UP OF OUTSTANDING INTERNAL AUDIT RECOMMENDATIONS – STATUS AS AT 5 APRIL 2018

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

Section 17 Payments S Children's 2 01/05/2017    Follow up in progress
Highways Contract 
Management A Neighbourhoods 15 31/07/2017    Follow up in progress

Refunds - Sundry Debt and 
Housing Benefit 
Overpayment

A Resources 3 31/08/2017 11/12/2017 2 1

One recommendation yet to 
be actioned pending 

system developments to 
address data protection 
issues associated with 

proposed new reporting 
processes.

Rochdale Development 
Agency S Economy 4 31/12/2017 27/02/2018 3 1

Remaining 
recommendation to be 
addressed at the next 

Board meeting on 24 April 
2018.

Ethical Governance A Resources 5 31/12/2017    

Follow-up deferred until 
quarter 1 of 2018/19; work 
priorities in HR meant that 

the original deadline of 
31/12/17 had to be moved 

back to 31/3/18.

Lodged Purchase Cards A Resources 5 31/01/2018    To be followed up in 
2018/19

Residential Homes A Children's 5 28/02/2018    To be followed up in 
2018/19



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

Cyber Security A Neighbourhoods 11 31/03/2018 11/01/2018 3 8

Remaining 
recommendations due to 
be actioned by 30 April 

2018

Town Hall Cash Handling 
and Bookings A Neighbourhoods 14 01/04/2018    To be followed up in 

2018/19

CHEST Procurement Portal A Resources 10 30/06/2018    To be followed up in 
2018/19

Financial Vetting Of 
Suppliers A Resources 4 30/06/2018    To be followed up in 

2018/19

ICT Access Controls A Neighbourhoods 5 31/08/2018    To be followed up in 
2018/19

Procurement Related 
Issues N/A Neighbourhoods 13 30/09/2018    To be followed up in 

2018/19
Public Protection - Secure 
Storage A Public Health 3 30/09/2018    To be followed up in 

2018/19


