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m=d COMMISSION

Independent auditor’'s report to the Members of
Rochdale Metropolitan Borough Council
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Opinion on the financial statements

| have audited the financial statemants of Rochdale Metrepalitan Borough
Council and its Group for the yvear ended 31 March 2006 under the Audit
Commission Act 1998, which comprise the Consolidated Revenue
Account, the Housing Revenue Account, the Collection Fund, the
Consolidated Balance Sheet, the Staterment of Total Movements in
Reservas, the Cash Flow Statement, the Group Accounts and the related
notas. These financial statements have bean prepared under the
accounting policies set out within tham,

This report Is made solely to Rochdale Metropalitan Borough Council in
accordance with Part Il of the Audit Commission Act 1998 and for no other
purposa, as sat out in paragraph 36 of the Statement of Responsibilities of
Auditors and of Audited Bodies prepared by the Audit Commission,

Respective responsibilities of the Chief Finance Officer and auditors

The Chief Finance Officer's responsibilities for preparing the financial
statements in accordance with applicable laws and regulations and the
Statement of Recommended Practice on Local Authority Accounting in the
Linited Kingdom 2005 are set out in the Statement of Responsibilities.

My responsibility is to audit the financial statements in accordance with
relevant legal and regulatory requirements and International Standards on
Auditing (UK and Ireland).

| report to you my opinion as to whether the financial statements presents
fairly the financial position of the Authority in accordance with epplicable
laws and regulations and the Statement of Recommended Practice on
Local Authority Accounting in the United Kingdom 2005,

| review whether the statement on intermnal control reflects compliance with
CIPFA's guidance, the Statement on Internal Control in Local
Government: Meeting the Requirements of the Accounts and Audit
Regulations 2003, published 2 April 2004, | report if it does not comply
with proper practices specifiad by CIPFA or if the statement is misleading
or incensistent with other information | am aware of from my audit of the
financial statements. | am not required to consider, nor have | considered,
whether the statement on intermal contral covers all risks and confrols. |
am also not required to form an opinion on the effectiveness of the
Authority’s corporate governance procedures or its nsk and control
procedures.

Berdit Commission, &spirall Close, Middiebrook, Bonwich, Bolion BLE 600
TOr204 87 7300 F 02304 87 T3 weeasaudit-oommission gov.uk



| read other information published with the financial statements, and
consider whether it is consistent with the audited financial statements.
This other information comprises only the Explanatory Foreword. |
consider the implications for my report if | become aware of any apparent
misstatements or material inconsistencies with the financial statements.
My responsibiliies do not extend to any other information.

Basis of audit opinion

| conducted my audil in accordance with the Audit Commission Act 1998,
the Code of Audit Practice issued by the Audit Commission and
International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis,
of evidence relevant o the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates
and judgments made by the Authority in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the
Authority's circumstances, consistently applied and adequately disclosed.

| planned and performed my audit so as to obtain all the information and
explanations which | considered necessary in order to provide me with
sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud
or other irregularity or error. In forming my opinion | also evaluated the
overall adequacy of the presentation of information in the financial
staterments.

Opinion

In my opinion the financial statements present fairly, in accordance with
applicable laws and regulations and the Statement of Recommended
Practice on Local Authority Accounting in the United Kingdom 2005, the
financial position of the Authority and its Group as at 31 March 2006 and
its income and expenditure for the year then ended.

c‘._’/if&_

Clive Portman 23 September 2006
District Auditor

Audit Cormmission,

2nd Floor, Aspinall House, Aspinall Close

Middlebrook,

Horwich,

Bolton BLE 6C0
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Conclusion on arrangements for securing economy,
efficiency and effectiveness in the use of resources

Authority's responsibilities

The authority is responsible for putting in place proper arangements to
secure economy, efficiency and effectiveness in its use of resources, to
ensure proper stewardship and governance, and to regularly review the
adequacy and effactivenass of these arrangemeants.

Under the Local Government Act 1994, the authority is required to prepare
and publish a best value performance plan summarising the authority's
assessment of is parformance and position in relation to its statutory duty
lo make arrangemeants to ensura continuous improvement in the way in
wihich its functions are exercised, having regard to a combination of
ecaonomy, efficiency and effectiveness.

Auditor's responsibilities

| am required by the Audit Commission Act 1998 to be satisfied that
proper arrangemeants have been made by the authority for securing
economy, efficiency and effectiveness in its use of resources. The Code of
Audit Practice issued by the Audit Commission requires me to report to
you my conclusion in relation to proper arrangements, having regard to
relevant criteria specified by the Audit Commission for principal local
authorities. | report if significant matters have come to my attention which
prevent me from concluding that the authority has made such proper
arrangaments. | am not required to consider, nor have | considered,
whether all aspects of the authority's arrangements for securing economy,
efficiency and effectiveness in its use of resources are operating
effectively.

| am required by section 7 of the Local Government Act 1999 to carry out
an audit of the authority’s best value performance plan and issue a report:

» certifying that | have done so;

« stating whether | believe that the plan has been prepared and
published In accordance with statutory requirements set out in section
6 of the Local Government Act 1889 and statutory guidance; and

» where relevant, making any recommendations under saction 7 of the
Local Government Act 1999,

Conclusion

| have undertaken my audit in accordance with the Code of Audit Practice
and | am satisfied that, having regard to the criteria for principal local
authorities specified by the Audit Commission and published in

August 2005, in all significant respects, Rochdale Metropolitan Borough
Council made proper arrangements to secure economy, efficiency and
effactivenass in its use of resources for the year ending 31 March 2006
axcept In respect of putting in place arrangements for the managemant of
ils asset base.



Best Value Performance Plan

| issued my statutory report on the audit of the authorty's best value
performance plan for the financial year 2005/06 on 6 December 2005. |
did not identify any matters to be reported to the authority and did not
make any recommendations on procedures in relation to the plan.

Certificate

| certify that | have completed the audit of the accounts in accordance with
the requirements of the Audit Commission Act 1998 and the Code of Audit
Practice issued by the Audit Commission.

- 4E

Clive Portman 28 September 2006
District Auditor

Audit Commission,

2nd Floor, Aspinall House, Aspinall Close,

Middlebrook,

Horwich,

Bolton BLE 600
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Commentary by the Cabinet
NVember for Finance

Having recently been elected as Cabinet
Member for Finance with responsibility for
ensuring that Rochdale Council makes the
most effective use of its resources in order to
deliver services that local people need, |
welcome the opportunity to comment on the
Authority’s financial performance for the year
ended 31 March 2006.

Each year the Council looks to bring in additional funds to
the Borough and during the 2005/06 financial year the
Borough benefited from the impact of investment of £27m
through a number of external sources including; Single
Regeneration, European Regional Development, New Deal
for Communities, Neighbourhood Renewal, Children’s Fund
and Housing Market Renewal. The Council also secured
grant funding of £16.3m for Supporting People Services.

During 2005/06 the Council spent £547m on day to day
services. This was partially offset by £253m in income
obtained from fees and charges, rents and specific grants.
The remainder of the spending was funded by government
grants and the Council Tax. In setting the 2005/06 revenue
budget the Council provided additional investment in a
number of priority services totalling £4.5m. The single
biggest areas targeted for investment were Social Care
(£3m) and the Environment (£0.6m). In addition we
continued to fund schools up to the level recommended by
the Government. This investment reflects the priorities
identified in our corporate plan; ‘Aiming High’.

During 2005/06 the Council faced significant challenges in
keeping spending within the budget set. Despite these
pressures, new budget management procedures
implemented from April 2005 helped to ensure that spending
remained within budget and that timely corrective action
was taken where necessary. At the year end spending was
£1.0m below our approved budget. Further details of our
financial performance are outlined in the Executive Director
(Resources) Foreword and Financial Summary on page 8
and will be reported to the Cabinet in July.
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As well as revenue spending on day to day services, the
Council invests a significant amount on improving our
assets. In 2005/06 capital spending amounted to £95.5m,
of which £58.7m related to housing schemes, mainly to
bring our council houses up to standard. Of the remainder,
£10m was invested in schools.

Although we continue to be constrained by the level of
support available from the Government, the Council
endeavours to achieve continual improvement to ensure
value for money in providing services that meet the needs of
local people. We also continue to focus on ensuring that
spending is concentrated on our priority areas as set out in
the Community Plan (Pride of Place) and Corporate Plan
(Aiming High). A strategic budget review was undertaken as
part of the 2006/07 budget setting process. This
contributed towards ensuring that the focus on both value
for money and the redirection of spending towards high
priority service areas was maintained. We intend to develop
this approach further during the year.

The Community and Corporate plans will be reviewed during
2007/08 and the Council’'s Medium Term Financial Strategy
will also be reviewed in order to ensure that this continues to
support the achievement of objectives within these plans.
The Council formed a joint venture partnership with two
private sector companies (Mouchel Parkman and Agylisis) in
April 2006. This partnership is known as the Impact
Partnership and it will help deliver more local jobs and
regeneration as well as improve service quality.

The 2006/07 financial year and beyond shows that there will
continue to be significant pressures on the Council’s
budgets including the impact of the Government’s
requirements to achieve efficiency targets. The Council will
continue to look for ways to reduce these pressures and
minimise the burden of Council Tax on local people. The
Council however has clear plans to ensure that service
delivery is continually improved and that resources are
redirected towards the priorities of local people.

| | ]
I_.—'I' J_."-\. — I_.l{'.._l-.r-e.\.-\_

Councillor William Hobhouse,
Cabinet Member for Finance
September 2006



Executive Director
Resources) Foreword ano
Financial Summary

FOREWORD

This document is the statement of accounts
for Rochdale Metropolitan Borough Council.
It covers the financial year from 1st April
2005 to 31st March 2006 and shows the
financial position of the Council and the cost
of the services it provides. These are:

e Central Services to the Public

e Corporate and Democratic Core Services

¢ Non distributed costs

e Cultural, Environmental & Planning Services
* Education Services

¢ Highways Roads and Transport Services

¢ Housing Services - General Fund and Housing Revenue
Account

e Social Services

The financial activity of the Council, in relation to these
services, is shown through a number of key financial
statements and notes:

THE CONSOLIDATED REVENUE ACCOUNT:

This statement shows the cost of the services provided by
the Council during the year and how those services have
been funded through government grants, business rates and
council tax.

THE CONSOLIDATED BALANCE SHEET:

The balance sheet shows the financial position of the
Authority at the end of the year. This includes the value of
property and assets used to deliver services, how much
money is owed by and to the Authority and the amount of
balances and reserves.

THE GROUP INCOME AND EXPENDITURE ACCOUNT
& GROUP BALANCE SHEET:

The group accounts contain the accounts of Rochdale
Council and its subsidiary, Rochdale Boroughwide Housing
(RBH) Ltd. There are separate disclosures for group figures
within the notes of the accounts where these differ from
those of Rochdale Council.

TOTAL MOVEMENT IN RESERVES:

This statement shows the Council's balances and reserves,
identifying how they have increased or decreased from the
position at the end of the previous year. The statement
includes capital reserves that the Council is required to keep
and revenue reserves that have been established for a
specific purpose.

THE CONSOLIDATED CASH FLOW STATEMENT:

The cash flow provides a summary of cash inflows and
outflows. It shows where the Council's money came from
and how it was spent.

THE GROUP CASH FLOW STATEMENT:

The Group cash flow provides a summary of cash inflows
and outflows for Rochdale Council and RBH. Any
transactions between Rochdale Council and RBH are
removed when preparing the Group cash flow statement.

THE HOUSING REVENUE ACCOUNT (HRA):
The HRA is a statement of income and expenditure for the
Council's dwelling properties.

THE COLLECTION FUND:

This fund shows how much money has been raised from
council tax and business rates and how much of that money
has been paid to central government and other authorities.

These accounts are preceded by an explanation of the
accounting policies used by the authority in preparing the
financial statements. In addition, each statement is
accompanied by a series of notes to help explain the most
significant items of income and expenditure.

PAGES]



FINANCIAL SUMMARY

GENERAL FUND:

In 2005/06, Rochdale Council planned to spend £272.0m.
This was to be funded through government grants
(£203.6m), Council Tax (£65.2m) and a contribution from
reserves of £3.2m. After taking into account budgets
brought forward from 2004/05 (£2.9m) and those carried
forward to 2006/07 (£4.7m), the Council's budgeted spend
for 2005/06 is revised to £270.2m.

The consolidated revenue account shows that the Council
spent a total of £265.1m on providing its services in
2005/06. Expenditure before contributions from reserves
and provisions amounted to £268.1m. This represents a
gross underspend of £2.1m compared to the budgeted
spend of £270.2m mentioned above. After allowing for a
reduction in the use of reserves to fund spending and a
reduction in government grant the net underspend is £1m.
Further details of the reasons for the budget variations will
be reported to Cabinet in July 2006.

The Authority's total general reserves at 31st March 2006
amount to £9.51m. However this includes commitments of
£4.74m, leaving available year end balances of £4.77m. The
risk assessment undertaken as part of the 2006/07 budget
setting process estimated that in a worst case scenario the
potential maximum unbudgeted costs that the Council could
incur would be £3.6m. It is therefore estimated that this
level of general balances will be sufficient to meet this level
of potential liability.

HOUSING REVENUE ACCOUNT:

The total spending on managing and maintaining council
dwellings during 2005/06 was £54.5m. This expenditure is
largely funded from rent income (£35.8m), government grant
(£13.1m) and charges for services and facilities (£5.0m).
Capital spending amounted to £47.5m (including £24.1m
financed by resources allocated to the Council as a result of
the creation and performance of Rochdale Boroughwide
Housing Ltd). The Major Repairs Reserve financed £10.3m
of the remaining capital expenditure.

The Housing Revenue Account and Notes are provided at
pages 50 to 53.

PAGE i

TRADING:

The Council provides a number of services and support
services on a trading basis. The net surplus on these
activities was £278k for 2005/06. Further details are
provided at Note 2 to the Accounts.

Capital and Asset Management: Capital expenditure of
£95.5m was incurred in 2005/06 and this was financed by a
combination of borrowing, grants, asset disposals and
revenue. Details of the financing of capital expenditure in
2005/06 are provided at note 5 to the accounts. Loans
totalling £319m which have been used to finance previous
year's capital expenditure were outstanding at 31st March
2006.

LOCAL TAXES AND TAX COLLECTION:

The 2005/06 Council Tax bill for a Band D property was
£1,210.55. This represents an increase of 5.08% compared
to 2004/05. From this £1060.41 (4.9% increase on 2004/05)
related to charges for Council services and £150.14 (6.35%
increase on 2004/05) for charges for police and fire services.
96.6% (2004/05 96.5%) of council tax bills and 99.0%
(2004/05 98.5%) of business rate demands were paid during
the year.

The Statement of Accounts were authorised for issue on
23rd June 2006.

If you have any questions or comments regarding the
information contained in the Statement of Accounts please
contact:

Paul Martin,

Finance Services, Telegraph House,
Baillie Street, Rochdale OL16 1JA
(Telephone 01706 925409).

Gy

Margaret Carney
Executive Director (Resources)
September 2006



Statement of Responsibilities

THE METROPOLITAN BOROUGH COUNCIL’S RESPONSIBILITIES:
¢ To make arrangements for the proper administration of its financial affairs and to secure that one of its officers has the
responsibility for the administration of those affairs. In this Authority, that officer is the Executive Director (Resources).

¢ To manage its affairs to secure economic, efficient and effective use of resources and safeguard its assets.

e To approve the Statement of Accounts.

THE EXECUTIVE DIRECTOR (RESOURCES) RESPONSIBILITIES

The Executive Director (Resources) is responsible for the preparation of the Authority’s Statement of Accounts which, in terms
of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in Great Britain (“the Code of Practice”), is required to
present fairly the financial position of the Authority at the accounting date and its income and expenditure for the year.

In preparing this Statement of Accounts, the Executive Director (Resources) has:
¢ Selected suitable accounting policies and then applied them consistently

e Made judgements and estimates that were reasonable and prudent

e Complied with the Code of Practice

e Kept proper accounting records which were up to date

¢ Taken reasonable steps for the prevention and detection of fraud and other irregularities

CERTHCATION OF ACCOUNTS

| certify that this statement of accounts presents fairly the financial position of the Council as at 31st March 2006 and its
income and expenditure for the year to that date.

NGy

Margaret Carney,
Executive Director (Resources)
September 2006

APPROVAL OF ACCOUNTS

In accordance with the decision of the Regulatory Committee held on 28th September 2006 | hereby approve the accounts
for Rochdale MBC for the year ended 31st March 2006 as set out on pages 21 to 55.

I-::ﬂ{hill H-___.__

|y
Councillor Allen Brett

Vice Chair of Regulatory Committee
28th September 2006
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Statement on the System of
Internal Control for the year
ended 31st March 2006

Introduction & Scope of responsibility

The Accounts & Audit Regulations (England) 2003 came in
to force on 1st April 2003, (these were further updated at the
start of 2006). Throughout the Regulations reference is
made to carrying out activities in accordance with proper
practice. The requirement to publish a Statement on
Internal Control (SIC) with the financial statements can be
found in Regulation 4.

In line with the Regulations this SIC is produced on behalf of
the Executive Director (Resources) in respect of the
statement of accounts of the Rochdale Metropolitan
Borough Council for the year ending 31st March 2006.

Rochdale MBC is responsible for ensuring that its business
is conducted in accordance with the law and proper
standards, and that public money is safeguarded, properly
accounted for and used economically, efficiently and
effectively. Rochdale MBC also has a duty under the Local
Government Act 1999 to make arrangements to secure
continuous improvement in the way in which its functions
are exercised, having regard to a combination of economy,
efficiency and effectiveness.

In discharging this overall responsibility, Rochdale MBC is
also responsible for ensuring that there is a sound system of
internal control, which facilitates the effective exercise of the
Authority’s functions including arrangements for the
management of risk.

The Purpose of the System of Internal Control

The SIC is designed to manage risk to a reasonable level
rather than to eliminate all risk of failure to achieve the
Authority’s policies, aims and objectives. It can therefore
only provide reasonable and not absolute assurance of
effectiveness.

The system of internal control is based upon an ongoing
process designed to identify and prioritise the risks to the
achievement of the Authority’s policies, aims and objectives.
Followed by evaluation of the likelihood of those risks being
realised, their impact should they be realised and to manage
them efficiently, effectively and economically.

The system of internal control has been in place at Rochdale
MBC for the year ended 31 March 2006 and up to date of
approval of the annual report and accounts.
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The Internal Control Environment
The framework for the system of internal control forms the
overall control environment. lIts key elements are as follows :-

e Establishing and monitoring the achievement of
Rochdale MBC'’s objectives.

Facilitating policy and decision-making.

Ensuring compliance with established policies,
procedures, laws and regulations including how risk
management is embedded in the activity of
Rochdale MBC, how leadership is given to the risk
management process and how staff are trained to
manage risk in a way appropriate to their authority
and duties.

Ensuring the economic, effective and efficient use of
resources, and for securing continuous
improvement in the way in which its functions are
exercised, having regard to a combination of
economy, efficiency and effectiveness as required
by the Best Value duty.

The financial management of Rochdale MBC and
the reporting of financial management.

e The performance management of Rochdale MBC
and the reporting of performance management.

The description of the system of internal control at Rochdale
MBC is covered in detail in the ‘Notes to Support the
system on Internal Control’, which are accessible on the
Authority’s Website, www.rochdale.gov.uk. Detailed here are
the essential aspects of the system.



Establishing & Monitoring the Achievement of
Rochdale MBC’s Objectives

Rochdale MBC has developed a hierarchy of plans
setting out its work for up to the next 5 years.

The top-level plan is “Pride of Place” (Community Plan)
which sets out the overall aims of the borough. Pride of
Place has produced a vision for Rochdale for the year
2021.

To ensure that Rochdale Council focuses on the
priorities that are important and have been identified in
Pride of Place it has developed its own medium term
internal strategic plan “Aiming High”. Aiming High sets
out what the Council will do to help achieve the
priorities and other promises set out in Pride of Place.
The corporate objectives are monitored constantly
through the corporate management framework,
particularly the ELT workplan.

Aiming High is currently under review as it concludes on
31 March 2007. Considerable consultation and focus
group work has taken place with the local community,
Elected Members, RMBC officers and partners, to
identify and restate the corporate priorities and
expected outcomes. At the end of this process the
renewed strategic plan will be created — ‘Aiming High
2’. This will be a three-year plan and will be closely tied
to the strategic budget.

Rochdale MBC’s Executive Leadership Team (ELT) also
produces its own improvement plan, known as the ELT
Action Plan. The work priorities are detailed under five
headings that take account of the Authority’s corporate
(Aiming High) priorities and the specific issues identified
by the inspectors in the Comprehensive Performance
Assessment 2005. The ELT Action Plan for 2006/07
has recently been reviewed and agreed by ELT and
Cabinet. ELT meet fortnightly to update and monitor
the workplan and review achievements against targets,
driving forward action points to achieve objectives.

The Heads of Service are required to produce annual
Service Plans identifying how their services will
contribute to meeting the Authority’s priorities during
the forthcoming year ensuring that all staff and partners
focus their efforts on delivering the overall vision for the
Borough. They are in a corporate prescribed format
that includes performance information and risk
management issues. Performance information and
financial positions are monitored constantly and
reported quarterly to members through Overview &
Scrutiny committees.

Individual groups or teams in each Service specify their
own key priority areas in a Team Plan. These Plans
focus clearly on specific tasks and performance
indicators so that all staff knows what they have to
achieve, and show how the team will contribute
towards the targets detailed in the Service Plan and the
overall aims of the Council. Service and Team plan
objectives are tied back into the Aiming High corporate
objectives.

The Facilitation of Policy and Decision-Making

The facilitation of policy and decision-making, at
officer, individual Councillor and Committee level, is
set out within Rochdale MBC’s Constitution and the
associated Schemes of Delegation, as required by the
Local Government Act 1972, the Local Government
and Housing Act 1989 and the Local Government Act
2000. Control of the policy and decision-making
process, and ensuring compliance with established
policies, procedures, laws and regulations is facilitated
at two levels, namely pre decision and post decision.
Once a decision is made, systems are in place to
ensure that the appropriate checks are made at officer
level with regard to the accuracy of the minutes.

Risk Management and Internal Audit

Rochdale MBC’s aims in relation to risk management
and internal control are to establish and maintain a
systematic strategy, framework and processes for
managing risk.

The scope of the Internal Audit Team includes
examining and evaluating the whole system of internal
controls established by management, which is not
confined to the financial control system. It involves an
evaluation of the controls against an assessment of
the risks facing the Authority to determine their
adequacy, reliability and effectiveness and how well
the responsibilities assigned to managers are being
carried out in practice.

Risk Management has gained increasing focus and
profile within the public sector over the last few years.
There are many definitions but the one adopted by
Rochdale MBC is :-

“The identification, analysis and economic control of
those risks which can impact on the Authority’s ability
to deliver its priorities and objectives”.

Za€l=12
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Code of Corporate Governance

Rochdale MBC is responsible for ensuring that its
business is conducted in accordance with the law and
proper standards, and that public money is
safeguarded, properly accounted for and used
economically, efficiently and effectively. In discharging
this accountability, members and senior officers are
responsible for putting in place proper arrangements
for the governance of the Authority’s affairs and the
stewardship of the resources at its disposal. To this
end, the Authority has approved and adopted a code
of corporate governance, which is consistent with the
principles and reflects the requirements of the
CIPFA/SOLACE Framework Corporate Governance in
Local Government: A Keystone for Community
Governance. The Code is reviewed annually by the
Monitoring Officer (Borough solicitor) and the Section
151 Officer (Executive Director — Resources) and
reported to Corporate Overview & Scrutiny
Committee. Cabinet approved the most recent update
on the 20th March 2006.

The Financial Management of Rochdale MBC and
the Reporting of Financial Management

The Council’s medium term budget strategy sets out
the framework through which financial resources are
effectively managed and directed. In doing so it
supports the corporate and service objectives and
policies that the Council sets out to achieve. The
existing budget strategy was approved by members in
early 2003, and provides for an integrated approach to
the preparation of soundly based capital and revenue
plans.

During 2006/07 the budget strategy will be revised
and updated alongside the review of the Community
Strategy for the Borough and the Council’s Corporate
Plan. The integration of planning processes provides
an opportunity to develop a financial strategy, which
more closely aligns resources against the Council’s
plans for service delivery, making a clear contribution
to the achievement of priorities and objectives.

Consultation on the budget proposals is undertaken
through Township Committees, the LSP, Trade Unions,
the Voluntary Sector and other key stakeholders. In
February/March each year, the budget fixing Council
makes the decision to formally set the budget, on
recommendation from the Cabinet. That budget is set
on the basis of robust, three-year financial forecasts,
with a fully detailed budget for the year ahead.

Budget monitoring seeks to continuously identify and
explain actual income and expenditure variations
against established budgets. All budgets are subject
to monthly budget monitoring and reporting. A risk-
based approach is applied to ensure areas most at
risk of variation receive the highest level of scrutiny.

The Final Accounts (or Statement of Accounts) present
the Council’s financial position at the 31st March and
the income, expenditure and cash flows in relation to
its activities for the financial year running from 1st April
to 31st March. This allows the Council to assess
financial performance and the adequacy of balances,
provisions and reserves. It also enables comparison
with other authorities.

The statement of accounts are required to be
produced in line with proper accounting practices, as
stated in the Local Government and Housing Act 1989
and the Accounts and Audit Regulations 2003. This is
achieved through compliance with the Code of
Practice on Local Authority Accounting.

The Council’s performance management
framework requires each Head of Service to
This ensures that the service is achieving the
objectives and targets established within the
service plan and is doing so within the allocated
budget resources.

During 2005/06 a third of Service Areas were reviewed
and judged in respect of Value for Money, as part of
the strategic Budget process. The VFM framework
operating at RMBC was reviewed by the Audit
Commission as an element of the CPA Use of
Resources judgement. Although the Use of Resources
judgement was scored as 3 (out of 4) and it was
accepted that we have a track record for reviewing
VFM there was some criticism that our approach was
not systematic and our methods documented and
approved.

The increased CPA focus has led to a dedicated
resource being created and a systematic approach
being agreed at Cabinet on the 20 March 2006. The
resource in Finance Services has been set up to
further develop the framework and assist Heads of
Service to assess their VFM positions in a planned
manner.



Performance Monitoring and Management and
The Best Value Duty

Rochdale MBC has established and implemented
performance management monitoring systems, which
monitor performance through quarterly reports
submitted by Heads of Service to their relevant
Overview & Scrutiny Committee. These reports detail
progress, performance, action plans and corrective
actions along with progress against service plans,
fundamental service reviews and budgets.

A performance management project has been
undertaken with IDeA, consulting with Members and
senior officers to improve the standard of information.
Many improvements to how we report information
have been made, further improvements have been
built into the project brief for the coming year.

The Council has formed a “Performance Board” which
is responsible for high level monitoring of performance
and ensuring that the Council maintains its focus on
key performance measures affecting CPA and the
Council’s priorities.

Best value reviews are seen as just one tool for
improvement. For many areas it is felt that
straightforward improvements can be made without
the need for a review and the importance of
developing corporate capacity to deliver improvement
is stressed.

Anti-Fraud and Corruption Strategy

Corporate Overview & Scrutiny Committee has
adopted the Anti Fraud and Corruption Strategy. This
combines the Confidential Reporting (Whistleblowing)
Policy, the Prosecution Policy and the Benefits
Prosecution Policy into one cohesive strategy. It has
been adopted and communicated corporately. A
review is scheduled for 2006/07 by Internal Audit.

Staff Development and Conduct

The main objective is to ensure that trained and
experienced people deliver services. Job descriptions
are designed in a standard format. Where legislation
is part of the role of the post this is included in the job
description and person specification. Qualification
requirements are included where appropriate against
posts to ensure that properly experienced and
qualified people are placed in the correct roles. The
Authority also has a Code of Conduct relating to
officers and a framework for One to One Staff Reviews
which sets out minimum standards and a plan to
improve practice across the Council.

External Review

All public bodies are subject to external scrutiny. The
role of these review agencies has expanded from
certifying the accounts to include performance reviews
and quality audits.

The Audit Commission is responsible for appointing all
external auditors to authorities. The Commission also
undertakes Comprehensive Performance Assessment
(CPA) reviews for all Authorities, judging them in the
following areas :-

e Sustainable communities and transport
® Healthier communities

¢ Children and young people

e Safer and stronger communities

e Older people.

In the service blocks above, the ‘harder test’ places
much greater emphasis on performance indicators and
achieving minimum standards across all services. An
overall CPA rating is awarded at the conclusion of the
process based on star ratings (0 - 4 range, 4 being
high). See section below for RMBC’s CPA 2005
outcome.

The Audit Commission in its Audit Letter, dated January
2006 commented on the outcome of inspections by
other review bodies that were undertaken during the
year, where appropriate it also commented on progress
made following the outcome of inspections.

A summary of each of the inspections that took place
during the year from these other agencies is detailed
below.

Corporate Assessment Inspection.
e During June 2005 the Council went through a major
crosscutting inspection that included :-

e Corporate assessment - to give an overall rating for
the management and achievements of the council;

¢ Joint Area Review - looking at all services that are
provided for children including education, social care
and health.

An overall score of 2 stars was awarded. Under the
new dimension ‘Direction of Travel’ judgement the
council is deemed to be improving adequately.
Source: Annual Audit & Inspection Letter 2004 - 2005,
Audit Commission.
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Performance Plan. No reservations were reported to
the Audit Commission on the performance indicators
selected by the Commission for detailed testing. Data
quality has improved and this has been encouraged
by the Council’s in-year performance monitoring of
performance indicators and by quality checks
performed by Internal Audit in conjunction with the
work of the Improvement and Development Team.

The audit report on the 2005/06 performance plan was
unqualified and they made no statutory
recommendations. The plan’s content met
requirements and is an informative description of the
Authority’s priorities.

Education and Children’s Social Care. The Joint Area
Review (JAR) results, as detailed above, were used by
CSCI and OFSTED to inform their Annual Performance
Assessment (APA). Although there are strengths in
important areas they concluded that Improvements
were needed in the areas of educational attainment of
looked after children and children’s health outcomes.

Adult Services. CSCl’s assessment of adult services
awarded a score of 3 out of 4 concluding that the
council the Council delivers services above minimum
standards.

Benefits. The Benefits Fraud Inspectorates (BFI)
completed an updated assessment of the service
during 2005/06. The assessment is that Rochdale’s
Benefits Service is ‘providing a good level of
performance’ which is equal to three out of four in the
CPA scoring mechanism.

Housing. A re-inspection of Rochdale Boroughwide
Housing, the arms length organisation who manages
the housing service on behalf of RMBC, was rated as
a ‘good’ service with ‘promising’ prospects for
improvement.

Other sources of reliance for the internal control
framework

In addition to the above the internal control framework
is also based upon :-

Rochdale MBC’s Constitution, Financial Procedure
Rules, Financial Regulations, Contract Procedures
Rules and Scheme of Delegation. These are kept
under constant review to take account of any
legislative or policy changes.

The requirements of Section 151 of Local Government
Act 1972 and of the Accounts & Audit Regulations
(England) 20083.

Systems and procedures in service areas including
administrative systems.

The role of the Monitoring Officer (Borough Solicitor) in
promoting and maintaining high standards of conduct
and ensuring that decisions are made and services
provided in accordance with legislation and within the
powers of the Authority.

The responsibilities of Heads of Service to manage
processes to check that established controls are being
adhered to and to evaluate their effectiveness, in order
to be confident in the proper use of resources,
achievement of objectives and management of risks.

The Risk Register and associated Action Plans.



Review of Effectiveness

Rochdale MBC has responsibility for conducting, at
least annually, a review of the effectiveness of the
system of internal control. The review of the
effectiveness of the system of internal control is
informed by the work of the internal auditors and the
executive managers within the authority who have
responsibility for the development and maintenance of
the internal control environment, and also comments
made by the external auditors and other review
agencies and inspectorates.

The comments on the effectiveness of the Internal
Control System are included within the ‘Notes to
Support’ and are additionally supported by the
following mechanisms.

The Borough Solicitor (Monitoring Officer) has
responsibility to regularly review and monitor the
content, coverage and operation of the Constitution to
ensure that it remains current, meets all legal
requirements and properly addresses and supports
the achievement of the aims and objectives of
Rochdale MBC. The Council Constitution and
Schemes of Delegation are kept under constant review
to take account of legislative and local changes.

The Council has clear decision-making structures.
Control of the policy and decision-making process,
and ensuring compliance with established policies,
procedures, laws and regulations are facilitated at two
levels, namely pre-decision and post decision. In
preparing to make a decision, officers have access to:

a) guidance on report content, including the need to
identify the reasons for the recommendation;
alternative courses of action considered and the
reasons why they have not been pursued; and the
risks involved if the decision is not taken.

b)the process for authorisation of reports in advance
of their being submitted to Committee, and Financial
Regulations for those decisions which will have
financial implications.

There are five Overview & Scrutiny Committees
(Corporate Services, Environmental Services,
Community Services, Health and Children, Schools
and Families.). In some cases, the appropriate
Overview and Scrutiny Committee will be consulted in
advance of a decision being made by the Cabinet -
this process is referred to as “prior scrutiny”. Once a
decision has been made, the Council’s call-in process
enables executive decisions to be examined by
Overview and Scrutiny Committees if it is considered
that the decision is not valid, for reasons, which are
laid out in the Constitution’s Overview and Scrutiny
Procedure Rules. Such reasons include where it is
considered that the decision does not accord with the
council’s pre-determined Budget and Policy
Framework.

Adherence to the Forward Plan, published on a
monthly basis, ensures that the appropriate
Committee makes all key executive decisions within
the required timescales. Control of the Forward Plan
has become more robust in order to ensure the
accountability and transparency of the decision -
making process and clear guidance is available to
Officers.

The scope of the Internal Audit Team includes
examining and evaluating the whole system of internal
controls established by management, which is not
confined to the financial control system. It involves an
evaluation of the controls against an assessment of
the risks facing the Council to determine their
adequacy, reliability and effectiveness and how well
the responsibilities assigned to managers are being
carried out in practice. In consultation with each Head
of Service the Internal Audit Team produces an annual
audit needs assessment using a risk indices
methodology which embraces financial and non
financial risks in each audit area. This enables a five
year strategic plan to be prepared which allows a
broad assessment of the adequacy of audit resources.

The CIPFA/SOLACE publication, Corporate
Governance in Local Government: A Keystone for
Community Governance recommends the
establishment of an audit committee to provide an
independent review of the overall system of internal
control, financial and otherwise, and of the external
audit process by non executive management. This
role is undertaken by the Overview & Scrutiny
committees which review the activities of the internal
audit function, including its annual work programme,
quarterly reports of activity, significant investigations
and systems / services that have been awarded a less
than adequate audit opinion (4 or 5).
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The Corporate Risk Management Strategy was
reviewed during 2005/06. It was approved by
Corporate Overview & Scrutiny Committee on the 7th
November 2005 and adopted by Cabinet on the 21
November 2005. The strategy identifies the
responsibilities of Elected Members, ELT members,
Executive Director (resources), Corporate Risk
Management Group (CRMG), Heads of Service and
the Head of Finance Services in relation to risk
management. The objectives also reflect the need to
continue to develop a systematic approach to risk
management as an integral element of service
planning and performance management. The Strategy
clearly outlines the direction for Rochdale in pulling
together the risk management agenda. The Strategy
was further reviewed and updated by CRMG on the
11th May 2006 to recognise the structural changes of
the Authority and therefore membership, at the same
time the terms of reference were reviewed and
amended to include RMBC'’s responsibilities under the
Civil Contingencies Act 2004.

As detailed in section 3D Rochdale MBC is
responsible for ensuring that its business is conducted
in accordance with the law and proper standards, and
that public money is safeguarded and properly
accounted for, used economically, efficiently and
effectively. In discharging this accountability,
members and senior officers are responsible for
putting in place proper arrangements for the
governance of Rochdale MBC'’s affairs and the
stewardship of the resources at its disposal. To this
end, Rochdale MBC has approved and adopted a
code of corporate governance, which is consistent
with the principles and reflects the requirements of the
CIPFA/SOLACE Framework Corporate Governance in
Local Government: A Keystone for Community
Governance. Both the Monitoring Officer and the
Section 151 Officer review the Code annually and
report to Corporate Overview & Scrutiny Committee.
This also forms part of the Internal Audit Strategic
Plan.

The audit plan and strategic plan for 2005/06 were
approved by the Executive Director (Resources) as
Section 151 Officer. The audit plan was reported to
the Corporate Overview & Scrutiny Committee on 14
March 2005 and to Cabinet on 11 April 2005. The
plan for 2006/07 was also approved by the Executive
Director (Resources) and the Corporate Overview &
Scrutiny Committee on 3 April 2006 and Cabinet on
30 May 2006.

4.2

The Chief Internal Auditor gives an annual statement
on the Internal Control framework in the Annual Audit
Report. The report for 2005/06 went to Corporate
Overview & Scrutiny Committee on 26 June 2006 and
will also be reported to both Cabinet and Standards
Committee on 17 July 2006 and 19 September 2006
respectively. The statement is detailed below.

‘The Audit Plan for 2005/06 comprised a range of
assignments including reviews of all material
financial systems as part of our managed audit
arrangements with the Audit Commission and a
range of non-financial risk based audits and
establishment visits.

The planned audit coverage for the year was based
on an assessment of risks. Of the planned audit
work completed during 2005/06 (ie final report
issued) audit opinions issued on the adequacy of
the internal controls were recorded as ‘adequate’ or
better in 89.2% of cases (96.5% in 2004/05). 8
pieces of work were awarded opinions below the
‘adequate’ opinion and were all scored with opinion
4 ‘marginal’ (3 in 2004/05 and 4 in 2003/04). The
detail of these pieces of audit work and any follow-
up activity has previously been reported to the
relevant Overview & Scrutiny Committee in the
quarterly work activity reports.

The 8 ‘marginal’ opinions are not considered to be
significant in the wider context of the overall system
of internal control. The audit reviews that attracted
the ‘marginal’ opinion are, in the main, either relating
to discrete sites or service specific systems and
none relate to the programme of material system
audit reviews. In all cases an action plan has been
agreed to remedy the weaknesses and follow up
work by Internal Audit has either been undertaken or
is planned to be undertaken to monitor progress in
implementing the recommendations made. There
were no audits completed that were awarded
opinion 5 ‘unsatisfactory’ during 2005/06.

Therefore, within the limitations of the audit work
carried out, it is concluded that the Council’s overall
control framework remains adequate, and generally
being complied with.’



Significant Internal Control Issues.

There are a number of issues and developments in the
near future that have significant implications for the
internal control environment. The issues are detailed
in the action plan attached at section 6 ‘Action Plan To
Address Weaknesses And Ensure Continuous
Improvement Of The System On Internal Control’. A
summary is detailed below of the major areas.

Review of Strategic Plan - Aiming High.

e Ensure that corporate priorities, outcomes and sub-
outcomes are clearly agreed and defined. Cohesive
and detailed plan underpinning objectives to
promote success.

Opportunity to review the improvement strategy and
impact on our CPA rating.

e Use balanced scorecard that has been developed to
provide a more focused analysis of progress against
Aiming High priorities.

Partnership Risks

e Schools PFI All action in relation to risk continues to
be managed as project moves through construction
stage.

Strategic Partnership - The process of risk
identification in relation to the Impact partnership
continues. All risks identifies should be clearly and
robustly managed.

Leisure Trust - Ensure that the Leisure Trust is a
viable entity and there is a robust project plan for
driving forward creation of the trust.

Housing Market Renewal - Deliver the joint vision for
Housing Market Renewal with Oldham MBC.

Budgetary Control

e Budget management procedures under review, and
we will continue to closely monitor our spending
and take any necessary corrective action should
issues arise in the coming year.

Value For Money
e Systematic Approach to Value for Money to be
implemented.

¢ Baseline costs and data to be gathered and
analysed for all Services.

e Second tranche (third) of services taken through the
VFM framework and ‘scored’.

The areas detailed above are significant in respect of
the system of internal control. However having
identified these issues in the first place and applying
the attached action plan, which details the steps
required to address these areas, the responsible
officer and the deadline, Rochdale MBC is confident
that these will not have a significant negative influence
in the internal control mechanisms and systems.
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6 Progress on the Action Plan arising from the Statement on Internal Control 2004/05.

Key Elements of
the Internal Control
Environment

Establishing &
Monitoring of the
Authorities Objectives

Description

Review of
strategic plan -
Aiming High.

Action to Address Issues

Ensure that corporate priorities, outcomes and
sub-outcomes are clearly agreed and defined.
Cohesive and detailed plan underpinning

objectives to promote success.

Opportunity to review the improvement strategy

and impact on our CPA rating.

Use balanced scorecard that has been
developed to provide a more focused analysis of
progress against Aiming High priorities.

Establishing &
Monitoring of the
Authorities Objectives

Responsible

Roger Ellis
Marie Basting

Deadline
31 March 2007

Ensure that risk management continues to be
considered in the Service Planning process
Support Heads of Service in use of business

planning tools

Risk Management &
Internal Control

Embedding Risk
Management into
decision making
process

" Marie Basting /
Wendy Ready

On-going to / to be
reviewed annually

Undertake Risk Management training needs

assessment corporately.
Develop training programme

Risk Management &
Internal Control

Procure & implement new IT solution to integrate
audit and risk management planning

Risk Management &
Internal Control

Schools PFI - All action in relation to risk
continues to be managed as project moves

through construction stage.

Risk Management &
Internal Control

Strategic Partnership — The process of risk
identification in relation to the Impact partnership
continues. All risks identifies should be clearly

and robustly managed

Risk Management &
Internal Control

Leisure Trust — Ensure that the Leisure Trust is a
viable entity and there is a robust project plan for

driving forward creation of the trust.

Risk Management &
Internal Control

Likely to be around
October 2006

Joint Service Centres — a risk assessment and
risk allocation exercise is undertaken once the
project plan is created, after the release of the
phase two of the LIFT scheme is released.

Risk Management &
Internal Control

Likely to be around
March 2007

Housing Market Renewal — Continue to deliver
the joint vision for Housing Market Renewal with

Oldham MBC

Risk Management &
Internal Control

Business
Continuity
Management

Business Continuity Planning to be finalised and

communicated corporately

Risk Management &
Internal Control

System

Ensure that the e-Procurement project continues
to be project managed to full implementation.

The Financial
Management of the
Authority and the
Reporting of Financial
Management.

Budget management procedures under review.
We will continue to closely monitor our spending
and take any necessary corrective action should

issues arise in the coming year

The Financial
Management of the
Authority and the
Reporting of Financial
Management.

Value For Money

Systematic Approach to Value for Money to be

implemented

Baseline costs and data to be gathered and

analysed for all Services

Second tranche (third) of services taken through

the VFM framework and ‘scored’.

External Review

Ruth Hunter

31 March 2007

Put in place actions to address issues raised in
the CPA assessment. Fits with review of Aiming

High (above).

External Review

Joint Area Review
(Ofsted)

Implement recommendations of the review of
services for children & young people

External Review

Work with RBH to implement the
recommendations of the review

External Review

Implement the Post Inspection Action Plan as

agreed with the Audit Commission

Roger Ellis 31st March 2007
initially

Terry Piggott 31st March 2007
initially.

Andy Zuntz 31st March 2007

Andy Zuntz 31st March 2007

External Review

Benefit Fraud
Inspection

Implement the Post Inspection Action Plan as

agreed with the Audit Commission

Signed on behalf of Rochdale Metropolitan Borough Council

Margaret Carney
Executive Director (Resources)
- Section 151 Officer
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Roger Ellis
Chief Executive

Margaret Carney

31st March 2007

Councillor Alan Taylor . § =

Leader of the Council |/ ‘-
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