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Section 01:

Introduction 



1. Introduction

Purpose of the Auditor’s Annual Report

Our Auditor’s Annual Report (AAR) summarises the work we have undertaken as the auditor for Rochdale Borough Council (‘the Council’) for the year ended 31 March 2021. Although this report is addressed

to the Council, it is designed to be read by a wider audience including members of the public and other external stakeholders.

Our responsibilities are defined by the Local Audit and Accountability Act 2014 and the Code of Audit Practice (‘the Code’) issued by the National Audit Office (‘the NAO’). The remaining sections of the AAR

outline how we have discharged these responsibilities and the findings from our work. These are summarised below.
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Opinion on the financial statements
We issued our audit report on 28 September 2021. Our opinion on the financial statements

was unqualified.

Wider reporting responsibilities
We have not yet received group instructions from the National Audit Office in respect of our 

work on the Council’s WGA submission.  We are unable to commence our work in this area 

until such instructions have been received.

Value for Money arrangements
In our audit report issued we reported that we had not completed our work on the Council’s

arrangements to secure economy, efficiency and effectiveness in its use of resources and

had not issued recommendations in relation to identified significant weaknesses in those

arrangements at the time of reporting. Section 3 confirms that we have now completed this

work and provides our commentary on the Council’s arrangements. No significant

weaknesses in arrangements were identified and there are no recommendations arising

from our work



Section 02:

Audit of the financial statements
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2. Audit of the financial statements 

The scope of our audit and the results of our opinion

Our audit was conducted in accordance with the requirements of the Code, and International

Standards on Auditing (ISAs).

The purpose of our audit is to provide reasonable assurance to users that the financial statements

are free from material error. We do this by expressing an opinion on whether the statements are

prepared, in all material respects, in line with the financial reporting framework applicable to the

Council and whether they give a true and fair view of the Council’s financial position as at 31 March

2021 and of its financial performance for the year then ended. Our audit report, issued on 28

September 2021 gave an unqualified opinion on the financial statements for the year ended 31

March 2021.

Our Audit Completion Report, presented to the Council’s Audit and Governance Committee on the 9

August 2021, provides further details of the findings of our audit of the Council’s financial statements.

This includes our conclusions on the identified audit risks and areas of management judgement,

internal control recommendations and audit misstatements identified during the course of the audit.
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Approach to Value for Money arrangements work 

We are required to consider whether the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. The NAO issues guidance to auditors
that underpins the work we are required to carry out and sets out the reporting criteria that we are
required to consider. The reporting criteria are:

• Financial sustainability - How the Council plans and manages its resources to ensure it can
continue to deliver its services

• Governance - How the Council ensures that it makes informed decisions and properly manages
its risks

• Improving economy, efficiency and effectiveness - How the Council uses information about its
costs and performance to improve the way it manages and delivers its services

At the planning stage of the audit, we undertake work so we can understand the arrangements that
the Council has in place under each of the reporting criteria; as part of this work we may identify risks
of significant weaknesses in those arrangements. Where we identify significant risks, we design a
programme of work (risk-based procedures) to enable us to decide whether there is a significant
weakness in arrangements. Although we describe this work as planning work, we keep our
understanding of arrangements under review and update our risk assessment throughout the audit to
reflect emerging issues that may suggest there are further risks of significant weaknesses. We did
not identify any risks of significant weaknesses through our work on Value for Money arrangements.

Where our risk-based procedures identify actual significant weaknesses in arrangements, we are
required to report these and make recommendations for improvement. There are no significant
weaknesses to report.

The table below summarises the outcomes of our work against each reporting criteria. On the
following page we outline further detail of the work we have undertaken against each reporting
criteria, including the judgements we have applied.

3. VFM arrangements – Overall summary
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Reporting criteria Commentary page reference
Risks of significant weaknesses in arrangements 

identified?

Actual significant weaknesses in arrangements 

identified?

Financial sustainability 11-12 No No

Governance 13-14 No No

Improving economy, efficiency and 

effectiveness
15 No No
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3. VFM arrangements – Financial Sustainability
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Overall commentary on the Financial Sustainability reporting criteria

Background to Rochdale’s operating environment in 2020/21

Rochdale entered the 2020/21 financial year as the first national lockdown began and the Council 
immediately faced a significant operational impact to respond to the range of challenges presented 
by the pandemic. As part of the national response to Covid-19, central government made a series of 
policy announcements, a number of which have impacted on local authorities such as Rochdale. The 
Council was at the forefront of efforts to protect local residents, including the most vulnerable, and to 
support local businesses.

Some of the government’s initiatives to respond to the covid-19 pandemic were supported by 
additional funding for the Council, and as a result, Rochdale received significant additional funding in 
the form of government grant for 2020/21. This includes £22.2m of emergency funding to support the 
Council in managing the immediate pressures on social care, to fund support for vulnerable people, 
and to help deal with pressures on other public services. Rochdale received £1.3m relating to the 
income compensation scheme to cover lost income from sales, fees and charges. The Council also 
received a number of specific grants relating to additional responsibilities to address covid-19 
including £6.3m from the Contain Outbreak Management Fund, £4.1m from the Infection Control 
Fund and care home support package and £3.1m to provide for an increase in the local scheme for 
council tax discounts. A range of other, smaller grant allocations were also paid to the Council over 
the course of the financial year. 

2020/21 Financial statement performance

We undertaken a high level analysis of the audited financial statements, including the Movement in 
Reserves Statement and the Balance Sheet. 

The Council's balance sheet has remained stable when compared to the prior year. The £35.5m 
decrease in cash and cash equivalents (£108.5m 2019/20; £73.0m 2020/21) is offset by an increase  
in short-term investments. Altogether, the Council’s net current assets have increased from £166.7m 
to £180.4m at 31 March 2021. 

The most significant change in the balance sheet relates to movements in the Council's share of the 
pension fund net liability (being a deficit position) of £490.4m, up from £319.5m in the prior year. It is 
not unusual to see material movements in the net pension liability and this is consistent with our 
experience at other local authorities. The deficit position is typical across the sector.  

The Council's useable reserves have increased from £222.8m at 31 March 2020 to £277.2m at 31 
March 2021. This reflects an increase in General Fund & Earmarked Reserves to £223.2m (up from 
£175.2m  the previous year) and an increase in Capital Reserves to £53.9m (up from £47.6m at 31 
March 2020. 

These reserves provide some mitigation against future financial challenges. However, the Council 
will need to ensure that any use of reserves to smooth the financial position over the next few years 
is properly planned. The use of reserves cannot be relied on to provide a long term solution to 
funding gaps. 

Notwithstanding this, our work has not highlighted a risk of significant weakness in the Council’s 
arrangements for ensuring financial sustainability.

Financial planning and monitoring arrangements

In February 2020 the Council set a balanced budget for the 2020/21 financial year. The total net 
budget for Council services was approved at £224.1m with an increase in Council Tax of 3.99% 
(including 2% Adult Care precept). Throughout the year the Council regularly updated it’s budget 
forecast, this enabled budgets to remain up-to-date in the fast-changing and uncertain operating 
environment of the pandemic. 

Rochdale reported its revenue outturn position for the 2020/21 year as an overall underspend of 
£2,737k. Of the £4,171k ongoing savings plans and the £280k one off savings which were included 
in the 2020/21 budget, £150k of savings were not achieved due to the impact of Covid-19. We have 
considered the arrangements in place in respect of budget management as part of the Governance 
criteria on page 15.

.
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Overall commentary on the Financial Sustainability reporting criteria (continued)

During the year the Council reported its financial position to Cabinet four times. We have reviewed a 
sample of the reports presented for 2020/21. These contain appropriate detail of the significant 
variances to budget and provide an update on the delivery against savings targets. They also contain  
appropriate information on the delivery of the approved capital programme, including explanations for 
both over and under spends against the budget profile. 

Arrangements for the identification, management and monitoring of funding gaps and 
savings

The Medium Term Financial Strategy (MTFS) is a five year plan which sets out the resources 
available to deliver the Council’s overall commitment to provide services that meet the needs of 
people locally and that represent good value for money. 

A key part of the MTFS is to highlight the budget issues that need to be addressed by the Council in 
each of the years covered. This includes assumptions to allow forecasting of the level of available 
resources from all sources together with the budget pressures relating to both capital and revenue 
spending. It also assesses the adequacy of reserves and provisions held for past events which may 
impact on the Council’s resources.

The Council has in place an embedded budget setting process which begins in July with approval 
being sought for the assumptions and principles on which the budget is to be based. These are used 
as a part of the determination of the overall budget position. As part of the budget process, the 
Council explicitly identifies its savings gap for the following year. Once the gap has been identified, a  
savings programme is determined. Reports are provided to members through Cabinet, Corporate 
Overview & Scrutiny, and Joint Consultative Negotiation Group to provide information and consult on  
the detailed savings proposals to meet the budget gap.

The savings gap identified in the MTFS for 2022/23 and 2023/24 are £5.1m and £13.4m respectively. 
The Council has a strong track record of delivery against savings programmes to bridge budget gaps 
in recent years. Additionally, the quarter 2 finance report for 21/22 shows that all of the savings 

included within the 21/22 budget are currently achieved or on track. 

As part of the savings programme, there are currently 13 live transformation fund project ongoing 
within the Council. The delivery of projects within the savings programme will contribute towards the 
identified savings gap in the coming years.

Arrangements and approach to 2021/22 financial planning

The arrangements for the 2021/22 budget setting process have largely followed the arrangements in 
place for 2020/21. 

The budget for 2021/22 was approved at the March 2021 Council meeting. At the start of the budget 
setting process an initial savings gap of £5.1m was identified. Using the methodology described 
above, the Council was able to eliminate this gap through the budget setting process and set a 
balanced budget for 2021/22. The budget gap has been eliminated through a combination of an 
increase in Council tax (including the adult social care precept) and savings programmes of £1.2m. 

We have reviewed the 2021/22 budget papers and confirmed that the budget assumptions are 
sensible, realistic and properly applied. 

Based on the above considerations we are satisfied there is not a significant weakness in 
Rochdale’s arrangements in relation to financial sustainability.
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Overall commentary on the Governance reporting criteria

Risk management and monitoring arrangements

Rochdale has a comprehensive risk management system in place which is embedded into the 
governance structure of the organisation. As part of Rochdale’s governance framework, the Audit 
and Governance Committee are responsible for ensuring that risk management arrangements are in 
place and are regularly reviewed to ensure they are working effectively. 

The Audit and Governance Committee is supported by the Governance Board that meets on a 
monthly basis. It comprises of the Monitoring Officer, the Section 151 Officer, the Head of Internal 
Audit, the Head of Governance, the Information Governance Planning & Risk Manager and the Risk 
& Insurance Manager. The Governance Board is a key part of the Council’s governance framework 
and is responsible for ensuring there is strong governance in place across the organisation, that 
effective risk management is operational throughout, and that robust control frameworks are in place 
to deliver good services and outcomes for residents and businesses whilst complying with the 
Council’s regulatory obligations. During 2020-21 the Governance Board’s Terms of Reference were 
reviewed and updated. We have reviewed them and are satisfied they are fit for purpose. 

Each directorate maintains and updates its own risk register, which then feeds into the Council-wide 
corporate risk register. We have reviewed an example register and confirmed it is sufficiently detailed 
to allow for effective risk management. Each risk has an assigned risk owner and a risk score based 
on a probability and impact matrix. Where mitigating actions are identified they are also assigned an 
owner and a due date to ensure there is appropriate accountability. This allows for effective oversight 
of the risks.

The corporate risk register provides the Council’s senior leadership team with oversight of the key 
risks faced by the organisation. Regular updates to it are taken to the Audit and Governance 
Committee. From our attendance at these meetings, we have seen Members challenge the scores 
and key risk management activities to gain assurance about the effectiveness of the arrangements in 
place.

In order to provide assurance over the effective operation of internal controls, including 
arrangements to prevent and detect fraud, Rochdale has a team of internal auditors, led by the Head 
of Internal Audit. The annual Internal Audit plan is agreed with management at the start of the 
financial year and is reviewed by the Audit and Governance Committee prior to final approval. The 
2020/21 Internal Audit plan was approved by the Audit and Governance Committee in March 2020 
ahead of the start of the financial year.

The audit plan is based on an assessment of risks the Council faces and is determined to ensure 
there is assurance on the overall adequacy and effectiveness of the Council’s framework of 
governance, risk management and control. The planned work is supplemented by ad hoc reviews in 
respect of suspected irregularities and other work commissioned by Officers and Members of the 
Council where relevant to respond to emerging risks and issues. We have reviewed the Internal 
Audit plans for 2020/21 and 2021/22 and confirmed they are consistent with the risk based approach. 

Internal Audit progress reports are presented to each Audit and Governance Committee meeting 
including follow up reporting on recommendations from previous Internal Audit reports. From our 
attendance at meetings, we are satisfied this allows the Committee to effectively hold management 
to account. At the end of each financial year the Head of Internal Audit provides an opinion based on 
the work completed during the year. For 2020/21 the Head of Internal Audit concluded that an 
adequate level of assurance can be given that the Council's overall framework of governance, risk 
management and control remains appropriate and has been complied with.

Throughout the year we have attended all Audit and Governance Committee meetings. Through 
attendance at these meetings we have confirmed that the committee receive regular updates on both 
internal audit progress and risk management in the form of risk registers. We have seen active 
member engagement from the audit committee who challenge the papers and reports which they 
receive from officers, internal audit and external audit. 

We have also reviewed meeting minutes from both Council and Cabinet meetings which evidence an 
appropriate level of member engagement and challenge. 
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Overall commentary on the Governance reporting criteria (Continued)

Arrangements for budget setting and budgetary control

Rochdale has an approved set of budget principles which is used during the budget setting process. 
The key budget principles are: 

• The budget is initially prepared on the basis that current resources support existing service levels. 
With the exception of the schools budget, this initial budget is varied to reflect the full year effect 
of previous year’s savings proposals, the consequences of the approved capital programme,  
adjustments in relation to specific ‘one year only’ allocations or other time expired funding, and to 
allow for the impact of other specific Council decisions.

• Salary budgets are prepared with reference to the previous budget and are adjusted for pay 
awards, increments, approved service changes, savings and other approved variations. 

• Services put forward proposals to amend existing fees and charges, or to introduce new fees and 
charges for Cabinet consideration and approval.

• Resources are redirected towards the Council’s priority areas where possible.

We have reviewed the budget assumptions which are appropriate and are consistently applied. 

Budget monitoring is the responsibility of budget managers with the support of the Finance Service. 
Each budget has a named budget manager and responsibilities are clear. Financial reports are 
produced on a monthly basis and regular meetings are held to discuss progress against the financial 
forecasts. Significant variances against budget are investigated and directors are required to identify 
and agree the corrective actions to be taken here the individual budgets are at risk.  Directors are 
also required to separately monitor the implementation of approved savings plans and to advise of 
any slippage or variation. We have reviewed a sample of the finance reports which have been 
prepared throughout the 2020/21 year which evidence that an appropriate level of detail is included 
to keep Directors, the Senior Leadership Team and members informed of any actual of potential 
overspends, including detail on how these areas are being managed. 

Decision making arrangements and control framework

Rochdale has an established governance structure in place which is set out within its Annual 
Governance Statement. This is supported by the Council’s Code of Corporate Governance, the 
Governance Framework, the Constitution and scheme of delegation. 

The Code of Corporate Governance sets out the key principles which the Council is committed to 
and which is the framework for the Council to conduct its business. It allocates to key officers roles 
and responsibilities in respect of the corporate governance themes. In doing this, the framework sets 
out clearly the lines of accountability.

The constitution sets out that a decision is defined as a key decision if it is likely to result in the 
Council incurring expenditure over £500,000; or is likely to be significant in terms of its effects on 
communities living or working in an area comprising one or more wards or electoral divisions in the 
area of the local authority. A Key Decision to be taken by the Cabinet, a Committee of the Cabinet, 
Township Committees and Sub-Committees or Officers in the course of the discharge of an 
executive function. We have followed up on the previously identified weaknesses in the Council’s 
arrangements for ensuring key decisions are properly taken. We are satisfied these weaknesses 
have been addressed and the Council’s arrangements are consistent with the constitution and 
scheme of delegation. 

We have held discussions with both management and internal audit to gain assurance that the key 
decision processes is being followed correctly across the Council. We are aware that processes 
have been put in place with STAR procurement and the Council’s commissioning officers to ensure 
that the key decision making process is embedded within working practice and is followed whenever 
a procurement meets the required threshold. 
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Overall commentary on the Governance reporting criteria (Continued)

Regulators

We reviewed the regulatory reports issued in respect of the Council, including by OFSTED and the 
Care Quality Commission (CQC). 

The most recent full inspection of Children’s Services by OFSTED was in 2018. The service was 
assessed as “requiring improvement to be good”. During June 2021 a Children’s Services focused 
visit was carried out by OFSTED. The headline findings of this visit were as follows:

The quality of work with children in need of protection has improved in some areas. This includes the 
overall quality of assessments, leading to a good understanding of children’s needs. These positive 
developments have been underpinned by the development of a comprehensive quality assurance 
framework alongside regular auditing. However, full implementation of this framework and the pace 
of some planned improvements have been slowed by COVID-19 and changes to the management 
team at a head of service level.

The CQC rated Rochdale Council’s Short Term Assessment and Re-ablement Service as “Good” in 
it’s full inspection completed in 2018. In November 2021, CQC carried out a further review and 
concluded it was not necessary to undertake a full inspection or to reassess the “Good” rating. 

Based on the above considerations we are satisfied there is not a significant weakness in 
Rochdale’s arrangements in relation to governance.
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Performance Management

Performance indicators and the risks in achieving key objectives are recorded within the corporate 
Performance Manager System. Directors are responsible for managing the performance of services 
against the Directorate plan. This is done through a structure of team plans and individual staff 
performance and development reviews. The plans focus clearly on specific tasks and performance 
indicators so all staff know what they have to achieve, and set out how the teams contribute toward 
the overall aims of the Council. Service and Team objectives and plans tie back to the Corporate 
Plan objectives.

The Council publishes an updated ‘Performance Dashboard’ quarterly which details performed 
against corporate priorities. Within the dashboard each performance indictor has a rating to show 
whether current performance is meeting the target, exceeding it or is behind target. The dashboard 
also shows performance against target over time and includes a commentary on the status of each 
performance indicator.  We have reviewed a sample of the dashboard reports and are satisfied these 
contain adequate detail to support performance management. 

Partnerships and Commissioning

The Council is open to considering all options to deliver services. This means it commissions from 
other organisations where it is appropriate, and where it can achieve the same or better outcomes at 
reduced cost. The Council actively seeks to commission jointly with other public service agencies 
where possible. 

The Council and the CCG are well advanced in developing integrated commissioning plans for 
adults, children and prevention and wellbeing services. This is intended to improve the effectiveness 
of these services and to create efficiencies. There is a Strategic Place Board (formerly the Health 
and Wellbeing Board)set up to join up the commissioning strategies across the NHS, social care, 
public health and other partners contributing to health and wellbeing in Rochdale. Below this, a sub-
committee called the Integrated Commissioning Board brings together the joint commissioning 
activities of the council and the CCG for the delivery of children’s and adults health and social care 
services, and controls the Council and the CCG’s ‘Section 75’ pooled budgets.

The Council actively seeks partnerships with other local authorities in procurement activities and 
awards joint contracts where appropriate. The Council is a member of STAR Procurement which is a  
shared procurement service with Stockport, Tameside and Trafford Councils. STAR report back to 
the Council on a regular basis and we have seen evidence that this approach is delivering financial 
savings and social value requirements.  There are also a number of examples of Rochdale working 
in partnership with others, such as the shared Coroner’s service with Oldham and Bury Councils, the 
Youth Offending service with Bury. A joint service has been developed with Oldham for short breaks 
provision for disabled children.

The Dedicated Schools Grant (DSG) Recovery Plan

At the end of 2019/20 financial year the deficit on the high needs block was £3.2m, this is due to the 
significant growth in Special Educational Needs and Disabilities (SEND) and Education Health Care 
Plans (EHCP’s). This deficit increased in 2020/21 by a further £1.8m deficit to a cumulative deficit of 
£5m. Growth in SEND is expected to continue to rise over the coming year because of an increase in 
the number of children requesting an EHCP. This increase may be linked to Covid19, reflecting the 
impact of school closures.  

A recovery plan was put in place in 2020/21. Critical to its success was the decision to open a new
special school. This was expected to be September 2022 but the build has been delayed. It is now
not expected be ready to open until September 2023. Given the special schools within the borough
are at maximum capacity, any further demand for this level of service will inevitably require an “out of
borough” placement, likely to be independent sector provision at higher cost.

The Council has been working collaboratively with schools to try to increase provision within the
borough. In April the Department of Education announced a new high needs place capital
programme, as part of this Rochdale was awarded £1.1m to increase places in the borough for
2022/23. The funding will also be utilised to improve and support SEND provision within in
mainstream schools.

Based on the above considerations we are satisfied there is not a significant weakness in
Rochdale’s arrangements for improving economy, efficiency and effectiveness.

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria
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4. Other reporting responsibilities and our fees

Matters we report by exception

The Local Audit and Accountability Act 2014 provides auditors with specific powers where matters

come to our attention that, in their judgement, require specific reporting action to be taken. Auditors

have the power to:

• issue a report in the public interest;

• make statutory recommendations that must be considered and responded to publicly;

• apply to the court for a declaration that an item of account is contrary to the law; and

• issue an advisory notice.

We have not exercised any of these statutory reporting powers tailor as appropriate where powers

have been used.

The 2014 Act also gives rights to local electors and other parties, such as the right to ask questions

of the auditor and the right to make an objection to an item of account. We did not receive any such

objections or questions.

Reporting to the NAO in respect of Whole of Government Accounts
consolidation data

The NAO, as group auditor, requires us to complete the WGA Assurance Statement in respect of its

consolidation data, and to carry out certain tests on the data. We have not yet received group

instructions from the National Audit Office in respect of our work on the Council’s WGA submission.

We are unable to commence our work in this area until such instructions have been received.
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4. Other reporting responsibilities and our fees
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Area of work 2019/20 fees 2020/21 fees

Planned fee in respect of our work under the Code of Audit Practice £105,007 £105,007

Additional Testing on Property, Plant & Equipment and Defined Benefit Pensions Schemes as a result of changes 

in regulatory expectations
£16,650 £16,650

Additional testing as a result of the implementation of new auditing standards: ISA 220 (Revised): Quality control of 

an audit of financial statements; ISA 540 (Revised): Auditing accounting estimates and related disclosures; ISA570 

(Revised) Going Concern; and ISA 600 (Revised): Specific considerations – audit of group financial statements

- £2,000

Other additional costs (2020/21 additional fees relate to additional work carried out by the audit team and auditor’s 

specialists on the following areas: Rochdale Town Hall valuation; and the new leases arrangements for Rochdale 

Riverside Shopping and Leisure complex) 

£8,000 £4,335

Additional work arising from the change in the Code of Audit Practice - £12,000

Total fees £129,657 £139,992

Fees for work as the Council’s auditor

We reported our proposed fees for the delivery of our work under the Code of Audit Practice in our Audit Strategy Memorandum presented to the Audit and Governance Committee in March 2021. Having
completed our work for the 2020/21 financial year, we can confirm that our fees are as follows:.

Fees for other work

We confirm that we have not undertaken any non-audit services for the Council in the year.
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Mazars

Mazars is an internationally integrated partnership, specialising in audit, accountancy, advisory, tax 

and legal services*. Operating in over 90 countries and territories around the world, we draw on the 

expertise of 40,400 professionals – 24,400 in Mazars’ integrated partnership and 16,000 via the 

Mazars North America Alliance – to assist clients of all sizes at every stage in their development.

*where permitted under applicable country laws.

One St Peter’s Square

Manchester

M2 3DE

Karen Murray
Partner

Karen.Murray@mazars.co.uk

+44 (0)7721 234 043 
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