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1.  Executive Summary 
 
1.1 This report provides the Internal Audit Plan and Charter 2022-23 for the Liverpool City Region Combined Authority (LCRCA) 

and Merseytravel. 
 

1.2 The Internal Audit Plan is a key requirement of the Public Sector Internal Audit Standards (hereafter referred to as “the 
Standards”) and is vital in demonstrating the Internal Audit service’s continued compliance. 

 
1.3 The Plan demonstrates how internal audit resources will be used during the financial year so as to provide assurance on the 

effectiveness of the internal control systems in place in both organisations, so as to inform the Annual Report and Opinion of 
the Head of Internal Audit for 2022-23 for LCRCA and Merseytravel respectively. 

 
1.4 Particular attention has been paid to ensuring that the Internal Audit Plan is reflective of, and much more responsive to, the 

rapidly changing risk landscape of the organisation, so as to ensure that the work of Internal Audit directly contributes to 
providing insight and assurance in those areas of most significant threat to the achievement of the strategic objectives set out 
in the Corporate Plan.  This approach has been established through consultation with relevant stakeholders. 

 

1.5 The Internal Audit Charter sets out the role, purpose and authority of Internal Audit, and details the behaviours and values 

adopted by audit staff. 
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2.  Plan Compilation and Principles 
 
2.1 The Standards state that the “Chief Audit Executive” must “establish risk-based plans to determine the priorities of the internal 

audit activity, consistent with the organisation’s goals”. They refer to the need for the plan to reflect the assurance framework, 
risk management arrangements and to take account of input from management and “the board”. 
 

2.2 In meeting this Standard, an extensive consultation exercise has been undertaken to identify potential areas for audit, 
comprising: 

 

 Review of the Corporate, Service and project/programme risk registers; 

 Cumulative audit knowledge and experience; 

 Findings and outcomes from previous audit work; 

 Engagement with Directorate Management Teams; and 

 Evaluation of the risks highlighted by the work undertaken in completing the Internal Audit Plan 2021-22. 
 

2.3  By implementing a risk-based methodology, the Plan is intended to ensure that Internal Audit resource is used to concentrate 
on the most significant identified risks which may jeopardise the achievement of the strategic objectives, as detailed in the 
Corporate Plan.  Such a focus on risk is also intended to assist management in understanding the risks within their own 
service delivery areas and within key projects and programmes, and to assist them in developing robust and resource-
effective controls to mitigate these risks.  This is intended to support the Corporate Behaviour “action focus” in assisting in the 
delivery of objectives. 

 
2.4 In order to ensure that Internal Audit is agile and able to respond to changes in the risk profile, this year’s Plan has been 

constructed in a different way, with a greater emphasis on flexibility and responsiveness.  In contrast to previous years, the 
Plan introduces a specific element of “responsive” audit to the Plan: 
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2.5 The “core audit” element of the Plan relates to areas of audit work that are either statutory requirements or requirements of 

government or are areas of key risk.  Coverage of these areas is considered essential to delivering a comprehensive 

assurance on the effectiveness of internal control, governance and risk management.  This comprises areas such as:  

 Governance; 

 Risk management; 

 IT; 

 Financial systems; 

 Counter-fraud bribery and corruption; 

Responsive  

audit 

Reactive  

audit 

Core  

audit 
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 Procurement; and 

 Performance management. 

2.6 The “responsive audit” element of the Plan relates to work to be conducted in response to identified areas of significant risk 
to the organisation. In the past, the Audit Plan would be devised at the start of the year, based upon those risks seen as 
significant at that time.  Increasingly, it has been highlighted that as the year progresses, those risks are often superseded by 
new and emerging risks, risks escalating in score, and others de-escalating, and new projects, programmes and funding 
streams coming into being.  So as to remain relevant and connected to these developments and ensure that Internal Audit 
work is relevant and risk-based, a flexible and fluid approach is being taken, meaning that this element of the Plan is not 
prescribed in advance, but is developed as the result of ongoing consultation and engagement with senior management so as 
to ensure it adds the value that is required and provides assurance on the key areas of risk. Such an approach is made 
possible because of the significant developments in the embeddedness of the corporate system of risk management, and it is 
felt that risk information and understanding across the organisation is sufficiently mature that this approach will be a success.  
It has been stressed to all Directorate Management Teams that the success of the approach relies on the continued 
development of this system, and all are supportive of this in order to derive the significant benefits the approach will deliver to 
the business. 

 
2.7 The “reactive audit” element of the Plan relates to a provision of time for the investigation of matters brought to the attention 

of Internal Audit on an ad hoc basis, such as allegations of fraud, bribery or corruption, or confidential reports (“whistleblows”).  
Should this time not be required, this time will be used for the “responsive audit” element of the Plan.  
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3.  Organisational Context 
 
3.1 The organisational context for the Internal Audit Plan continues to be one of significant and fast-paced change. The key recent 

developments include: 
 

 Development of plans to meet the Combined Authority’s net zero carbon target by 2040; 

 Success in obtaining the City Region Sustainable Transport Settlement funding; 

 Emergence of the implications of the Levelling Up White Paper for the City Region; 

 Awaiting details of the mechanisms for funding to replace EU structural funds – UK Shared Prosperity Fund; 

 Publication of the Plan for Prosperity, an integrated economic and place-based strategy for the City Region; 

 Development of a model for the future shape of bus services across the City Region; and 

 Development and introduction to service of the new trains to operate on the Merseyrail network. 
 
3.2 In order to ensure that the opportunities presented by these developments are maximised, supporting the delivery of the 

objectives articulated in the Corporate Plan, it is important that the organisation manages the associated risks effectively and 
establishes and maintains robust systems of internal control and sound corporate governance.  

 
3.3 The approach to the Internal Audit Plan 2022-23, and in particular the inclusion of the Responsive Audit element, ensures 

scope to provide assurance on the extent to which sound risk management, internal control and governance have been 
established and are effective in respect of key developing systems, new/emerging areas of risk or significant opportunities.  

 
3.4 Furthermore, the role of Internal Audit in providing advice and guidance in respect of new opportunities and developing 

systems, so that assurance can be provided on the extent to which planned systems mitigate risk, coupled with reviews of the 
key systems and processes that will support delivery.  This proactive involvement of Internal Audit at an early stage of system 
and project development has been stressed with Executive Directors and their management teams as a key method in which 
Internal Audit can add value.  
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4.  Composition 
 
4.1 The Internal Audit Plan has been based upon 1426 available audit days. This is following the deduction of bank holidays, 

annual leave, staff training and development and general administration. There are also additional days provided by an 
Internal Audit Services Provider for the provision of technical ICT audit, which is to be confirmed as a result of the ongoing 
procurement exercise (expected to be in the region of 45 days). 

 
4.2 The Plan is composed of the following key areas: 
 

Plan Heading Description Audit Days 
LCRCA Merseytravel 

 
Total 

Core Audit Provision of assurance in respect of statutory requirements or 
requirements of government or areas of key risk.  

227.5 227.5 455 

Responsive Audit Provision of assurance in respect of areas of 
new/emerging/escalating risks and developing systems. 

385 385 

Reactive Audit Allocation of time for investigation of matters brought to the 
attention of Internal Audit on an ad hoc basis, such as 
allegations of fraud, bribery or corruption, or confidential 
reports (“whistleblows”).   

58 
 

58 

Subsidiaries 
 

Work completed as part of Letter of Engagement and to be 
delivered to Growth Platform and The Beatles Story 
respectively. 

25 25 50 

Guidance and 
Consultancy 
 

Providing input to key corporate projects and advising on 
developing systems and emerging risks. 

65.5 65.5 131 

Management and 
Corporate 
Responsibilities 
 

Audit management including engagement with the Executive 
and Senior Leadership Teams, quality assurance of audit work, 
and responsibilities such as facilitating the corporate counter-
fraud, bribery and corruption policy framework. 
 

173.5 173.5 347 

TOTAL AUDIT DAYS   1426 
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4.4 The detailed Internal Audit Plan 2022-23 is shown at Appendix 2.  
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5.  Core Audit 

 
5.1 Within the Core Audit element of the Internal Audit Plan 2022-23, there are a number of key areas of coverage that are either 

required to be delivered on an annual basis because of a requirement in statute or guidance, or they represent risks so 
significant to the organisation that audit work is performed annually in order to provide assurance in respect of the internal 
control framework, risk management and governance in operation. These audit areas are set out in their entirety at the 
planning stage, and it should be expected that all areas will be covered during the year. 

 
5.2 The main areas of note within the Internal Audit Plan 2022-23 are: 
 

Corporate Governance 
This is the annual review of the organisation’s corporate governance arrangements, in accordance with the CIPFA/Solace 
“Delivering Good Governance in Local Government” (2016) so as to inform the Annual Governance Statements for both 
organisations. 
 
Risk Management 
Review of the extent to which robust and effective arrangements for risk management have been embedded within the 
organisation, so as to optimise delivery of the objectives articulated in the Corporate Plan and supporting plans. 
 

 Information Technology 
Technical ICT audit is provided via a contractual arrangement with an external service provider (there is an ongoing 
procurement exercise regarding the provider for 2022-23), based upon a specific risk assessment.  Less technical areas such 
as the audit of application control are to be carried out by the in-house audit team.   
 
Financial Systems 
Reviews of the key controls over the most significant areas of financial transactions across the organisation.   
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 Counter-fraud, bribery and corruption 
This relates to the proactive internal audit work to contribute to the prevention and detection of fraud, appraising the 
effectiveness of anti-fraud controls in place.   
 
This work is informed by the fraud risks found within Service Risk Registers, such as misappropriation of funds; misuse of 
resources; procurement fraud; bribery and corruption of officers/members; recruitment fraud; and creditor fraud. 

 
These risks also include the potential for the organisation to be a victim of fraud perpetrated by another individual or 
organisation.  

 
Procurement 
This is a key area for review as the activities of the organisation grow, and this work will seek to provide assurance on the 
extent to which goods and services procured are subject to procurement exercises where necessary and ensure that the 
routes to procurement are compliant with the Constitution and Public Contract regulations. 
 
Performance Management 
This review will seek to provide assurance on the operation and effectiveness of the corporate system for managing delivery 
of the priorities articulated in the Corporate Plan.   

 
Investment Schemes 
Thematic review of the controls specific to a number of investment schemes, including review of compliance with the 
Assurance Framework, and risk management processes. 
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6.  Responsive Audit 

 
6.1 As detailed in section 2 of this report, the “Responsive Audit” element of the Internal Audit Plan 2022-23 is not prescribed at 

the start of the financial year so as to allow the service to focus its attention on completion of the areas considered to be of 
highest risk to the organisation as the year progresses.   

 
6.2 Audits for completion will be drawn from the list of themes derived from risk registers at Corporate, Service and Project levels 

and detailed at Appendix 2.  It is expected that these themes will change through the year as risks change.  The approach 
gives the service the flexibility to adapt and respond to these as necessary.  This does mean however, that a full list of audits 
to be completed during the year is not included within the Plan.  This is intentional and supports the responsive, risk-based 
approach.  However, so as to provide transparency on the work completed and the rationale, the Internal Audit update reports 
presented to each meeting of the Audit and Governance Committee and Merseytravel Audit, Risk and Governance Board will 
detail the responsive audits to be completed in each quarter, including a rationale based upon risk. 
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7.  Quality Assurance and Improvement Programme (QAIP)  
 
 
7.1 The Standards require that the Internal Audit function establishes a Quality Assurance and Improvement Programme (QAIP), 

and in doing so, develops its quality and effectiveness. 
 
7.2 A suite of performance indicators has been developed to allow for reporting and monitoring the performance and effectiveness 

of the service, so as to provide an assurance of the quality of its work and usage of the results of this monitoring to improve 
continuously the service provided. 

 
7.3 Key details of the outcomes of audit work will continue to be presented to every meeting of the Audit and Governance 

Committee and the Merseytravel Audit, Risk and Governance Board.  
 

7.4 For 2022-23, the performance indicators and associated targets are: 
 

Description and Purpose Target 

Compliance with the Public Sector Internal Audit Standards (PSIAS) 
This measures the extent to which the results of internal assessment indicate that the Service retains its full compliance 
with the PSIAS. 

100% 
 

Percentage of Client Survey responses indicating a “very good” or “good” opinion 
This measures the feedback received on the service provided and seeks to provide assurance that Internal Auditors 
conduct their duties in a professional manner. 

100% 

Percentage of annual senior management survey responses indicating satisfaction with the Internal Audit 
service provided 
This measures the feedback received on the level of satisfaction amongst senior management, expressed during the 
annual satisfaction survey. 

100% 

Percentage of recommendations implemented within a reasonable timescale 
This measures the extent to which managers feel that the recommendations made are appropriate and valuable in 
strengthening the control environment and also provides the Board with a view on how effective management action is in 
responding to recommendations. 

100% 
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8.  Internal Audit Charter  
 
8.1  In compliance with the Standards, Internal Audit is required to establish a Charter which sets out its role, purpose and 

authority. 
 
8.2  This provides clarity and legitimacy to the role of Internal Audit in the organisation and assists the function in operating in line 

within an agreed framework. 
 
8.3  The document acts as a guide for Internal Auditors in their daily work, but also assists officers and members in understanding 

what internal audit is and how it operates.  The document includes a Code of Ethics which details the ethical behaviour and 
standards auditors are required to demonstrate, to which all auditors attest on an annual basis. 

 
8.4  The Charter has been prepared so as to meet the Standards and incorporates all relevant requirements. 
 
8.5  The Charter is shown at Appendix 3. This is reviewed and presented to this Board on an annual basis. 

 


