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Code of Audit Practice and

Statement of Responsibilities

of Auditors and of Audited

Bodies

In April 2010 the Audit Commission

issued a revised version of the

‘Statement of responsibilities of

auditors and of audited bodies’. It is

available from the Chief Executive

of each audited body. The purpose

of the statement is to assist auditors

and audited bodies by explaining

where the responsibilities of

auditors begin and end and what is

to be expected of the audited body in

certain areas. Our reports and

management letters are prepared in

the context of this Statement.

Reports and letters prepared by

appointed auditors and addressed

to members or officers are prepared

for the sole use of the audited body

and no responsibility is taken by

auditors to any Member or officer

in their individual capacity or to

any third party.
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The purpose of this letter
This letter summarises the results of our 2012/13 audit work
for members of the Authority.

We have already reported the detailed findings from our
audit work to the Governance and Audit Committee in the
following reports:

 Audit opinion for the 2012/13 financial statements,

incorporating opinion on the proper arrangements to

secure economy, efficiency and effectiveness in its use of

resources; and

 Report to those charged with Governance (ISA (UK&I)

260).

The matters reported here are the most significant for the
Authority.

Scope of Work
The Authority is responsible for preparing and publishing its
Statement of Accounts, accompanied by the Annual
Governance Statement. It is also responsible for putting in
place proper arrangements to secure economy, efficiency and
effectiveness in its use of resources.

Our 2012/13 audit work has been undertaken in accordance
with the Audit Plan that we issued in January 2013 and is
conducted in accordance with the Audit Commission’s Code
of Audit Practice, International Standards on Auditing (UK
and Ireland) and other guidance issued by the Audit
Commission.

We met our responsibilities as follows:

Audit Responsibility Results

Perform an audit
of the accounts in
accordance with
the Auditing
Practice Board’s
International
Standards on
Auditing (ISAs
(UK&I)).

In our opinion the Statement of Accounts:

 gives a true and fair view of the state of the

Authority’s affairs as at 31 March 2013 and

of the Authority’s income and expenditure

and cash flows for the year then ended; and

 has been properly prepared in accordance

with the requirements of the

CIPFA/LASAAC Code of Practice on Local

Authority Accounting in the United

Kingdom 2012/13 and the CIPFA Service

Reporting Code of Practice 2012/13.

Report to the
National Audit
Office on the
accuracy of the
consolidation
pack the
Authority
is required to
prepare for the
Whole of
Government
Accounts.

My conclusion is that the DCT (Data Collection
Tool) is properly prepared in accordance with
the Government Resources and Accounts Act
2000 and HM Treasury guidance issued
thereunder, specifically:

 the transactions, balances and additional

disclosure information reported in the DCT

are consistent with the audited statutory

accounts or the accounting records from

which the audited statutory accounts are

produced; and

 the counterparty information reported in

the DCT is consistent with the accounting

records from which the audited statutory

accounts are produced.

Introduction

An audit is not designed to
identify all matters that may be
relevant to those charged with
governance. Accordingly, the
audit does not ordinarily identify
all such matters.



Knowsley Metropolitan Borough Council PwC  2

Audit Responsibility Results

Form a
conclusion on the
arrangements the
Authority has
made for securing
economy,
efficiency and
effectiveness in its
use of resources.

In line with Audit Commission requirements,
our conclusion was based on two criteria:

 the organisation has proper arrangements

in place for securing financial resilience;

and

 the organisation has proper arrangements

for challenging how it secures economy,

efficiency and effectiveness.

To reach our conclusion, we carried out a
programme of work that was based on our risk
assessment.

We issued an unqualified conclusion in respect
of the two criteria above.

Audit Responsibility Results

Consider the
completeness of
disclosures in the
Authority’s
annual
governance
statement,
identify any
inconsistencies
with the other
information of
which we are
aware from our
work and
consider whether
it complies with
CIPFA / SOLACE
guidance.

We have nothing to report in respect of the
following matters where the Code of Audit
Practice issued by the Audit Commission
requires us to report to you if:

 in our opinion, the Annual Governance

Statement does not comply with

‘Delivering Good Governance in Local

Government: a Framework’ published by

CIPFA/SOLACE in June 2007 (updated as

at December 2012) or is misleading or

inconsistent with information of which we

are aware from our audit;

 we issue a report in the public interest

under section 8 of the Audit Commission

Act 1998;

 we make any recommendations under

section 11 of the Audit Commission Act

1998 that requires the Authority to

consider it at a public meeting and to

decide what action to take in response ; or

 we exercise any other special powers of the

auditor under the Audit Commission Act

1998.

Consider
whether, in the
public interest,
we
should make a
report on any
matter coming to
our notice in the
course of the
audit.

Our audit work has not identified any matter
that would require us to report in the public
interest.
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Audit Responsibility Results

Determine
whether any
other action
should be
taken in relation
to our
responsibilities
under the
Audit
Commission Act.

No other action was deemed to be required
under the Audit Commission Act.

Issue a certificate
that we have
completed the
audit in
accordance with
the requirements
of the
Audit
Commission Act
1998 and the
Code of
Practice issued by
the Audit
Commission.

Our audit cannot be formally concluded and a
certificate issued in accordance with the
requirements of the Audit Commission Act 1998
and the Code of Audit Practice issued by the
Audit Commission because we there is an
outstanding matter in relation to an objection on
the 2011/12 and an objection on the 2012/13
Statements of Accounts – both of these
objections are in relation to taxi licensing.
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Accounts
We audited the Authority’s accounts in line with approved
Auditing Standards and issued an unqualified audit opinion
on 27 September 2013.

We identified the following key issues:

Valuation of Property, Plant & Equipment
The Authority values relevant assets using a five year rolling
programme, looking at approximately 20% of assets each
year. This approach is in line with guidance, but the
Authority must also consider whether there is any evidence
that the value of those assets not being valued in a particular
year will have moved significantly.

During our audit, it was clear that the Authority had
considered this and we were assured by the Authority’s
valuer that there was no evidence that the value of the assets
not valued in 2012/13 had moved significantly; however,
there was little detailed analysis to support this.

Based on our work with the Authority’s valuers and our own
valuation experts, we are satisfied that the property, plant
and equipment balance is not materially misstated. However,
we have asked the Committee to consider this assessment
and confirm they are satisfied with the conclusions reached
in this regard.

In future years, we recommend that the Authority’s valuer
documents their assessment of this area in more
detail.

Equal Pay Provision
Following the completion of negotiations between the
Council, the Single Status Trade Unions (UNISON, UNITE
and GMB) and their solicitors, agreement has been reached
regarding the principles for settling legitimate equal pay
claims. As a result, the Authority now faces a total maximum
liability of up to £24.2m from current and former Council
employees. The Authority has therefore created a provision
for this amount in the accounts, of which £18.5m can be
funded through Government borrowing approval previously
secured for this purpose. The balance of up to £5.7m is
funded using available one-off revenue resources.

The negotiated settlement figures also provides for a liability
of up to £5.1m for community school claims – the funding for
which has to be met by schools through their reserves and the
Dedicated Schools Grant. A provision has therefore also
been created for this amount, however as the ability of the
Schools to fund this liability in full in 2012/13 was limited, an
element of the provision (£4.1m) has been offset in line with
accounting guidance so that there is no impact of this
amount on the Council’s balances.

Based on our work, we are satisfied that the provision is not
materially misstated. However, we would point out that
there are a number of judgements inherent in the calculation
of this provision and it is important that management
monitors the continued appropriateness of these
assumptions going forward.

Use of Resources
We carried out sufficient, relevant work in line with the Audit
Commission’s guidance, so that we could conclude on
whether you had in place, for 2012/13, proper arrangements

Audit Findings
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to secure economy, efficiency and effectiveness in your use of
the Authority’s resources.

In line with Audit Commission requirements, our conclusion
was based on two criteria:

 the organisation has proper arrangements in place
for securing financial resilience; and

 the organisation has proper arrangements for
challenging how it secures economy, efficiency and
effectiveness.

To reach our conclusion, we carried out a programme of work
that was based on our risk assessment.

We issued an unqualified conclusion in respect of the two
criteria above. However, we found the following matters
which we wish to bring to your attention:

Christ the King
As in previous years, one specific area that we discussed with
officers during our work was the Centres for Learning (‘CfL’)
PFI project. There have been issues with pupil numbers
since the Centres opened, particularly at the Christ the King
School (CfL). It is clear from our discussions with officers
that the Council is actively managing its response to these
challenges; however, it is important that the Council reflects
on the processes it went through to plan and procure the
project.

We have discussed the progress of this particular CfL with
management and are aware of the avenues being pursued to
ensure that the site of Christ the King can continue to be used
in the provision of education. This will be critical for the
Council if it expects to maintain the PFI credits currently
being received for this asset from the Department for
Education.

In addition, we noted in our prior year report that the
Council has entered into a Street Lighting Private Finance

Initiative contract with Tay Valley Lighting which will see the
replacement of 70% of its street lighting facilities between
August 2011 and July 2015.

In view of this, we have previously recommended that the
Council undertakes a piece of work to reflect on the processes
it uses for planning and procuring projects under PFI
arrangements, and whether there are any general lessons
which can be learned which may be of benefit to future
projects. We would continue to reinforce this
recommendation.

Annual Governance Statement
Local authorities are required to produce an Annual
Governance Statement (AGS) that is consistent with
guidance issued by CIPFA/SOLACE. The AGS accompanies
the Statement of Accounts.

We reviewed the AGS to consider whether it complied with
the CIPFA/SOLACE guidance and whether it might be
misleading or inconsistent with other information known to
us from our audit work. We found no areas of concern to
report in this context.

Whole of Government Accounts
We undertook our work on the Whole of Government
Accounts consolidation pack as prescribed by the Audit
Commission. The audited pack was submitted on 04 October
2013. We found no areas of concern to report in this context.

Certification of Claims and Returns
We presented our most recent Annual Certification Report
for 2011/12 to those charged with governance in February
2013. We certified 3 claims worth £188 million. In one case a
qualification letter was required to set out the issues arising
from the certification of the claim. We will issue the Annual
Certification Report for 2012/13 in February 2014.
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We provided an update to the Governance & Audit
Committee in June 2013 on IT General Controls (ITGC)
issues we originally identified as part of our audit in 2010/11,
and followed up during the year with no new
recommendations being raised. The issues were as follows:

 Oracle and database security;
 Oracle – segregation of duties;
 Oracle password settings;
 Oracle – leavers not removed; and
 Oracle – no periodic review of access.

The points set out in this report are the matters we consider
to be most significant for the Authority. We reported these in
our report to those charged with governance (ISA (UK&I)
260) in September 2013 in addition to five recommendations
with regards to internal control deficiencies identified during
the audit, which are detailed as follows.

Summary of Recommendations
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Internal Control Deficiencies

Internal Control Deficiency Audit Recommendation Management Response

General ledger to accounts receivable
reconciliation:

As part of our testing of key
reconciliations, we noted that the
May 2012 reconciliation of the
debtors ledger to the general ledger
was not reviewed until September
2012.

Key reconciliations are an essential
control over core processes and
delayed review can present the risk of
any significant issues not being
identified and addressed on a timely
basis.

While we acknowledge that this was not
common practice and was an isolated incident,
we would recommend that the Council ensure
reconciliations are both completed and reviewed
on a timely basis.

Agreed. The Director of Finance

and Information Technology will

ensure that reconciliations are

completed and reviewed in a timely

manner.

Fixed asset register

From testing performed on the
underlying data supporting the
valuation workings, we identified that
in some instances the useful
economic lives (‘UEL’) in the
Technology Forge system did not
agree to the UEL confirmed by the
Authority’s valuer.

The finance team should update the UEL in

Technoforge and review the stated UEL upon

completion of each subsequent valuation.

Agreed. The Director of Finance

and

Information Technology will work

with the Head of Asset management

to update the useful economic life

data in the ‘Techforge’ asset

management system and will review

this upon completion of each

subsequent valuation.

Schools’ bank reconciliations

Our testing identified a range of
errors, indicating that these
reconciliations are not being
performed correctly.

The finance team should implement a review

process to ensure schools’ bank reconciliations

are reviewed adequately.

In addition, training of those involved in

preparing bank reconciliations should be

arranged to ensure these are completed

accurately.

Agreed. The Director of Finance

and Information Technology will

review processes to ensure schools’

bank reconciliations are reviewed

adequately. Training/ briefing of

those involved in preparing bank

reconciliations will also be

arranged.
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Internal Control Deficiency Audit Recommendation Management Response

Late raising of invoices

As part of our work on accounts
receivable, it was noted that there
continued to be an issue with sales
invoices not being raised promptly
with significant delays in a small
number of cases.
Delays in invoicing can lead to issues
and delays with subsequent recovery
of the cash as well as increasing the
risk of invoices not being raised at all.

We would point out that there has been

significant progress in this area when compared

to the prior year – the Quality Assurance team

identified an increase from 61% in 2011/12 to

84% in 2012/13 of invoices being raised in line

with internal guidance.

The Council should adopt processes to ensure

that all sales invoices are raised on a timely basis

and in line with financial regulations.

Agreed. The Director of Finance and

Information Technology will remind

all service managers of the

importance of prompt invoicing,

and will continue to ensure the

emphasis is on prevention rather

than detection of late invoices.

Approval of starters

As part of our testing of new starters
to the Council, we identified a small
number of instances where the
authorised signatory on the
appointment form has not dated their
signature meaning we could not
confirm the timeliness of this
approval when compared to the start
date as per the payroll system. In
addition, for corporate staff, there
were instances noted where a signed
copy of the employment contract was
not returned by the employee.

The Council should ensure that all employment

contracts are retained and that authorised

signatories ensure they date their signature as

evidence of a timely approval of a new joiner and

to mitigate the risk of inappropriate or

inaccurate information being added to the

payroll system.

Agreed. Contracts of employment

will be amended to include a

statement informing the employee

that if they do not return a signed

copy of their contract of

employment and have not raised

any concerns or issues regarding its

content within 12 weeks of the date

of issue, it will be assumed that the

employee agrees to the terms and

conditions of employment outlined

in the statement. The Council’s legal

team have confirmed that this will

mitigate the risks of any potential

claims made by employees against

the Council.

In respect of dated authorisation,

Employee Services and Payroll staff

will be reminded of the need to

undertake thorough checks in this

regard and the Head of HR will

issue written instructions to all

authorised signatories to properly

date all appointment, termination

and variation forms.
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Final Fees for 2012/13
We reported our fee proposals in our audit plan.

We varied our fee because of additional work required in
respect of the objections raised in relation to the 2011/12 and
2012/13 accounts, which are yet to be finalised. We will
report our revised fee after we have issued the completion
certificates for 2011/12 and 2012/13.

Our fees charged were therefore:

2012/13
outturn

2012/13
fee

proposal

2011/12
final

outturn

Audit work performed
under the Code of Audit
Practice

- Statement of Accounts

- Conclusion on the ability
of the organisation to
secure proper
arrangements for the
economy, efficiency and
effectiveness in its use of
resources

- Whole of Government
Accounts

£147,139* £147,139 £260,231*

Certification of Claims
and Returns

£23,750 £23,750 £32,001

Non Audit Work - - -

TOTAL £170,889 £170,889 £292,232

* The 2011/12 outturn includes £15,000 billed to date in
relation to the taxi licensing objections. The outturns for
2011/12 and 2012/13 will be updated in due course for
further amounts that we will need to bill in relation to this
issue.

Final Fees



In the event that, pursuant to a request which Knowsley Metropolitan Borough Council (the Authority) has received under the Freedom of Information Act 2000, it is required to disclose any
information contained in this report, it will notify PwC promptly and consult with PwC prior to disclosing such report. The Authority agrees to pay due regard to any representations which PwC
may make in connection with such disclosure and the Authority shall apply any relevant exemptions which may exist under the Act to such report. If, following consultation with PwC, the
Authority discloses this report or any part thereof, it shall ensure that any disclaimer which PwC has included or may subsequently wish to include in the information is reproduced in full in any
copies disclosed.

This document has been prepared only for the Authority and solely for the purpose and on the terms agreed through our contract with the Audit Commission. We accept no liability (including for

negligence) to anyone else in connection with this document, and it may not be provided to anyone else.

© 2013 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to the UK member firm, and may sometimes refer to the PwC network. Each member firm is a separate
legal entity. Please see www.pwc.com/structure for further details.

130610-142627-JA-UK


