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KEY  MESSAGES  

Introduction 
This annual audit letter summarises the more 
important matters arising from the 2001/2002 
audit. It takes into account the outcome of the 
comprehensive performance assessment process 
but retains as its main focus our statutory 
responsibilities as external auditor to the 
Council. The key messages emerging from the 
audit are set out below. 

Performance management 
The CPA process has resulted in Knowsley being 
categorised as a good authority. This reflects the 
high level of aspiration and commitment to 
continually modernise and improve service 
provision. The Council is now developing its 
improvement planning process in response to 
the CPA score and integrating this into refreshed 
business planning arrangements.  

An unqualified opinion was given on the 
Council’s Best Value Performance Plan (the plan) 
and no formal recommendations have been 
made. Whilst progress has been made towards 
improving the quality of performance 
information there is still room for further 
improvement. The more recently established 
and well resourced corporate performance 
management arrangements are already 
aggressively taking forward the whole of the 
performance management agenda including 
information management.  

The Council has now clearly adopted a Best 
Value culture and there is evidence of innovation 
and significant improvements in service delivery 
in priority areas like education and social 
services. These improvements are underpinned 
by quickly developing corporate performance 
management arrangements. The Council is self 
aware that it needs to further develop capacity 
and resources in some outward facing service 
areas like housing and benefits and in 
developing its employees to effectively cope with 
the further challenges which lie ahead. 

Financial aspects of corporate 
governance 
The Council acknowledges that sound corporate 
governance arrangements are necessary both to 
lead the community and conduct its own 
business effectively. Some progress is being 
made towards securing effective ownership of 
the governance agenda across the Council and 
supportive strategies and procedures are 
beginning to be put in place. Members need to 
ensure that this progress is maintained. 

The Council’s balances are consistent with 
previous years and are indicative of the sound 
and stable financial position of the Council. The 
overall level of arrears remains high but there 
has been some success in tackling this issue as 
the backlog of benefit claims has started to 
reduce. 

We have found no major weaknesses in the 
arrangements put in place by the Council to 
satisfy itself that its systems of internal financial 
control are both adequate and effective. The 
quality of Internal Audit’s work is good. 
However, arrangements for responding to 
control issues raised by auditors need to be 
more robust and visible. 

The Council’s overall arrangements for standards 
of financial conduct and preventing and 
detecting fraud and corruption are satisfactory 
and improving. 

Accounts 
Continued and effective close working between 
the accountancy team and our staff enabled us 
to give an unqualified opinion on the accounts 
on 20 November 2002, a few days earlier than 
the previous year. Some significant changes 
were made to the draft statements of account as 
a result of the audit which we understand have 
been brought to member’s attention. We will 
develop our working relationships with the Head 
of Accounting Operations and his staff to ensure 
that sufficient priority is given to the rigorous 
application of new accounting requirements and 
guidance during the preparation of the 
2002/2003 accounts. 
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The purpose of this letter 
This Annual Audit Letter summarises for 
members the more important matters arising 
from our audit for 2001/2002 but also 
comments on current issues and significant 
changes to audit and inspection arrangements. 
We have produced separate documents during 
the year on completion of specific aspects of our 
work which have been discussed in detail with 
officers.  

The Audit commission has circulated to all 
audited bodies a statement, which summarises 
the key responsibilities of auditors. Our audit 
has been conducted in accordance with the 
principles set out in that statement. What we 
say about the results of our audit work should 
be viewed in the context of that more formal 
background. 

This letter is an important means by which the 
public might learn about the Council’s 
stewardship of public funds. In terms of this the 
Council is required to: 

• publish the letter as soon as possible after 
receipt 

• make the letter available for purchase by 
any person for payment of a reasonable 
sum. 

 

Audit objectives 
Audit work is based on the significant financial 
and operational risks that the Council faces and 
is structured around three main elements. 

 

EXHIBIT 1  

The three main elements of audit objectives  

 

Performance management 
• Best Value and performance information  

• Use of resources. 

Financial aspects of 
corporate governance 
• Corporate governance arrangements 

• Financial standing 

• Systems of internal financial control 

• Standards of financial conduct, and the 
prevention and detection of fraud and 
corruption 

• Legality of financial transactions. 

Accounts 
• Opinion. 

Our audit has addressed the requirements of the 
Code of Audit Practice and we have worked with 
the Council to maximise the benefits of the 
integrated audit approach. We have reviewed 
your arrangements for dealing with risks and we 
have undertaken more detailed work in selected 
areas of higher audit risk. 

In addition to performing work in relation to the 
Code of audit Practice, a sizeable and growing 
amount of time is also directed to the audit of 
claims for government grant. There are no 
significant issues in relation to this aspect of the 
audit which we wish to draw to members 
attention. 
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Performance management 
• Comprehensive performance assessment 

(CPA)  

• Best Value and performance indicators 

• Use of resources. 

Comprehensive performance 
assessment (CPA)  
The Council has been categorised as a good 
authority under the CPA process. 

In December 2001, the Government published a 
White Paper which announced the introduction 
of CPA for local government. The Audit 
Commission was given responsibility for 
developing the methodology which was rolled 
out to metropolitan councils, counties and 
unitaries during 2002. The CPA process results 
in a score of performance across service areas 
together with a score for ability to improve. The 
combination of the two scores results in 
authorities being placed in one of five categories 
(excellent, good, fair, weak and poor). The 
results were published nationally on  
12 December 2002. 

The judgements in service areas are a 
combination of assessments from external 
agencies, for example, Ofsted, SSI, BFI, 
government offices and results from Best Value 
inspections, auditor assessments and 
performance indicators. The judgement on 
ability to improve has been assessed by an 
independent review team against criteria in nine 
specific areas. 

 

Knowsley was ranked as a good Council. A 
summary of performance in individual service 
areas is shown in the exhibit below. Scores are 
on a 1-4 basis with 1 being low and 4 being 
high. 

EXHIBIT 2 CPA SERVICE SCORES 

Service area Score  

Education 3 

Social care - children 2 

Social care - adults 3 

Environment 4 

Housing 1 

Libraries and leisure 2 

Benefits 1 

Use of resources 3 

The Exhibit shows that the Council is performing 
well in priority areas of education and social 
services but significantly less well in relation to 
aspects of housing and the administration of 
benefits.  

Senior Council officers are now working with the 
Audit Commission and other agencies on 
improvement planning, the aim of which is to 
identify priorities for improvement and areas in 
which audit and inspection work might be 
focused over a three year horizon. The 
Authority’s good rating will influence both the 
amount of regulation work that is undertaken in 
future years and the range of freedoms and 
flexibilities that will be granted from central 
government. Priorities identified as part of the 
improvement planning process will feed into the 
Council’s Best Value Performance Plan for 
2003/2004. 

 



 

 
Annual Audit Letter – Audit 2001/2002 KN001-12-2002 AAL – Page 5 

 

 
 

 Knowsley Metropolitan Borough Council

  

audit  2001/2002 

Best Value and performance 
information 
An unqualified opinion was given on the 
Council’s Best Value Performance Plan and no 
formal recommendations have been made. 
Whilst progress has been made towards 
improving the quality of performance 
information, more is needed to be done at the 
time of our audit. The more recently established 
and well resourced corporate performance 
management arrangements are already 
demonstrating strong effect in terms of 
aggressively taking forward the whole of the 
performance management agenda including 
information management.  

We have carried out the work required to give 
an opinion on the Council’s Best Value 
Performance Plan (BVPP) for 2002/2003. This 
has included a review of compliance with 
legislation and an audit of performance 
indicators, fifteen of which were identified as 
CPA indicators and fed into the CPA assessment.    

Our statutory report on the BVPP is appended to 
this letter. In summary, the plan complied with 
legislative requirements, an unqualified opinion 
was given on 2 December 2002 and no formal 
recommendations have been made. 

Our compliance review concluded that the BVPP 
contains all the key elements required by the 
statutory guidance. The plan is again well 
designed, readable and communicates the key 
performance messages and the Council’s 
approach to best value simply and with clarity. 
Whilst highlighting areas of good performance 
there is also appropriate transparency around 
areas for improvement. The focus on themes 
and area based issues is indicative of the 
Council’s aspirations to be outward looking and 
engage more effectively with communities.  

Our review did highlight a small number of areas 
where the plan can be further developed, the 
main issue being the need for a summary action 
plan for achieving targets set in relation to the 
Council’s priority performance indicators.  

 

The extent to which all Best Value Performance 
Indicators (BVPIs) are included in the BVPP and 
the accuracy of such information, continues to 
be a major element of the Best Value audit. The 
Council responded very positively to the adverse 
opinion on the previous year’s BVPP in relation 
to the quality and reliability of performance 
data. However, the level of errors and omissions 
in the 2002 BVPP was still close to 10% and in 
our detailed report issued at the conclusion of 
the audit we indicated that even more urgency, 
changed attitudes and better quality control was 
required to raise performance information 
management to high standards. 

Use of resources 
Our review programme for this year was based 
on a detailed risk based planning process. The 
Council has now clearly adopted a Best Value 
culture and there is evidence of innovation and 
significant improvements in service delivery in 
priority areas like education and social services. 
These improvements are underpinned by quickly 
developing corporate performance management 
arrangements. The Council is self aware that it 
further needs to develop capacity and resources 
in some outward facing service areas like 
housing and benefits and in developing its 
employees to effectively cope with the 
challenges ahead. 

Benefit arrangements  

The Benefits service has recently been under 
pressure to improve some aspects of its 
performance. Whilst the verification framework 
has been introduced and the cost of processing 
claims is falling, the speed of processing claims 
has been deteriorating and during 2002 a 
significant backlog of claims had built up. As 
part of the Comprehensive performance 
assessment process the benefits service scored 
1 overall on a scale of 1 to 4, with 1 being the 
lowest. However, the Benefit Fraud Inspectorate 
assessed the Council’s proven capacity to 
improve from its current position as being ‘fair 
towards good’. 
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We conducted a survey of housing benefit staff 
in mid 2002 to assess staff views on areas 
including leadership, team working and counter 
fraud activity. Whilst in many areas 
development opportunities outweigh strengths, 
many staff commented that there was a strong 
collective will to improve the service by, 
amongst other things, strengthening working 
procedures. The main opportunities for 
improvement emerging from the survey 
included: 

• need to effectively integrate new 
performance management arrangements 

• strengthen communications with external 
agencies and across teams and grades 

• rigorously review training needs and means 
of delivery 

• raise fraud awareness and impact of 
prosecution policy 

• need to develop written procedures and 
supervisory check arrangements. 

Our findings and recommendations have been 
agreed with the Assistant Director of Finance 
who has prepared a robust and realistic action 
plan for dealing with the survey issues and 
related matters arising from the wider 
departmental review involving external 
consultants which is nearing completion.  

School improvement 

Over the last few years there has been an 
increasing national focus on schools and school 
improvement. It is clear that the government’s 
intention is for this to be sustained and 
developed further. It is evident that providing 
effective support to school improvement is one 
of the biggest challenges facing this and many 
other authorities.  

Knowsley suffers from considerable deprivation, 
more so than even other areas of Merseyside. 
This means that schools and the Education and 
Lifelong Learning Department face an unusually 
difficult challenge.  

 

The latest Ofsted report of June 1999 identified 
that the Authority had more strengths than 
weaknesses, however the weaknesses were 
considered to be ‘considerable’. Our review of 
school improvement in 2002 assessed progress 
made by the Council since 1999 but particularly 
more recently against a set of good practice 
criteria.  

Our overall conclusion is that significant 
improvements have occurred and the service 
provided now is very different to that assessed 
by Ofsted in 1999. The Authority is successfully 
working with schools to raise attainment and 
levels of attainment are improving. 

The Authority can readily demonstrate that it 
takes an innovative approach to finding the right 
solution to key issues, for example partnership 
development, revitalising school improvement 
processes and inclusion. Major improvements 
have also recently been made in governor 
support and data management arrangements.  

We found that head teachers and governors are 
very supportive of the Authority’s actions and 
other stakeholders have acknowledged and 
welcome the very tangible progress which has 
emerged from the Director of Education’s 
transformation strategy. 

The detailed findings from our work will shortly 
be presented to a stakeholder group including 
members, officers, governors and head 
teachers.  

Managing sickness absence 

Sickness absence is an issue that faces all 
employers. Whilst it is inevitable that employees 
will fall ill periodically, these events involve a 
cost to the employer both in terms of financial 
loss and disruption to service delivery. It is 
important therefore that sickness absence is 
managed sensitively but firmly. 

The Council’s current policy and procedures were 
introduced in 1994 and whilst these are 
generally satisfactory there have clearly been 
issues around effective implementation of policy. 
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The average number of days lost due to sickness 
absence in recent years has been around  
14 days which compares unfavourably with the 
target of 9.5 days and the average for other 
metropolitan authorities of 12 days, as shown in 
Exhibit 3. The Council’s performance was 
adversely affected by the non inclusion of 
schools data.  

EXHIBIT 3 SICKNESS ABSENCE 

Average number of working days lost due to 

sickness absence per FTE 

0

2

4

6

8

10

12

14

16

1999/2000 2000/2001 2001/2002 2000/2001 Mets

 

The Council has responded very positively and 
quickly to the issues raised by our recent review 
of absence management arrangements. Some of 
the key remedial measures which have already 
been introduced include: 

• production of a 15 point action plan 

• revisions to sickness absence policy and 
procedures 

• production of fresh guidance and training for 
managers 

• revising and modernising the corporate 
redeployment policy 

• improved data collection, analysis and 
reporting arrangements. 

We will continue to monitor the effect of these 
improvement measures during the current audit. 

 

Performance measurement in Social 
Services 

The development of appropriate management 
information systems and the use of such 
information to manage services, respond to 
trends and facilitate accountability has been a 
key objective in the programme to modernise 
social services both nationally and locally. The 
Government has focused attention on these 
systems through the development of specified 
indicators and an introduction of new data 
collection requirements. 

The department experienced some difficulties in 
the late 1990s in terms of producing reliable 
performance information for the BVPP and to 
complete government returns. Action taken to 
eliminate these problems has included the 
establishment of a new policy and Planning 
team, management information groups and 
commissioning of new information management 
software. 

We concluded from our review that significant 
progress has been made towards improving data 
collection and validation over the last year or so. 
Improvement actions which we have suggested 
and which have been accepted by senior 
managers include: 

• increase the access to information for 
managers at different levels in the 
department 

• ensure that information is provided in a 
format that is useful to operational as well 
as strategic managers 

• involve all staff in improving performance 
measurement processes  

• making the relationship between financial 
and activity data more robust. 

Subsequent to an action planning workshop 
which was held with key staff from the 
department, action plans have been prepared to 
provide a focus for delivering the improvement 
opportunities identified at the audit. 
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Aspects of highway management 

There is much national debate around the level 
of investment in the highway network and the 
effectiveness with which limited resources are 
used. We have recently concluded a brief review 
of aspects of the Council’s highway maintenance 
function against a background of: 

• an identified need to improve the highway 
inspection service and commence a strategy 
review 

• significant increases in both the volume and 
value of highway trip claims 

• existing contract arrangements expiring in 
March 2003 

• inclusion of highway improvement targets in 
the local public service agreement. 

We have concluded that the Council is 
committed to delivering an effective highway 
maintenance service and is aware that 
improvements are required in a number of key 
areas, including: 

• strengthening the highway inspection 
service in line with an internal action plan 
prepared in April 2001 

• improving both value for money from and 
monitoring of the contract work delivered by 
Knowsley Contract services 

• rigorous evaluation of options for future 
service delivery  

• developing the arrangements for reducing 
and defending highway claims. 

Our report is being considered by appropriate 
senior staff and an action plan will be developed 
in due course to provide a focus for 
improvement planning. 

Transfer of housing stock 

We performed a brief review in late 2002 to 
assess ongoing risks in relation to the stock 
transfer which was successfully completed in 
July 2002. Our overall conclusion is that the 
transfer was well managed. In particular, the 
following aspects of the project have been 
handled effectively: 

• overall project management 

• conflict of interest 

• financial planning, control monitoring 

• impact of transfer on the Council 

• VAT shelter scheme. 

Other key issues emerging from the review 
which require ongoing priority attention from 
senior staff include: 

Issue Follow up action required 

Residual housing 
function 

Develop vision and strategic 
priorities post transfer. 

Clarify members changed 
responsibilities. 

Meet requirements of 
Homelessness Act 2002. 

Services provided 
by KHT 

Develop performance 
monitoring arrangements to 
ensure services are provided to 
specification. 

VAT shelter 
scheme 

Continually assess potential 
risks in relation to the scheme. 

We understand that arrangements are in hand 
for strengthening the residual housing function 
and priority actions have already been 
incorporated in the Council’s draft improvement 
plan. 

Implementing e-government 

The Government is committed to making the UK 
a ‘world leader in the knowledge economy’ and 
modernising the citizen’s experience of public 
services. The Council has been connected to and 
working hard towards this agenda for several 
years and electronic service delivery is clearly at 
the heart of local modernisation plans. 

There is clear strategic support and direction for 
e-government developments and the e-Council 
Steering Group seems to promote good 
challenge and ownership of e-government plans. 
The Local Strategic Partnership acts as the 
vehicle for disseminating e-government 
awareness and solutions to other partners and 
the Council networks well with other authorities 
in the region. In terms of technological base, 
significant progress has been made with 
replacing back office systems such that they can 
now support modern front office activities. 
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Whilst the agenda is obviously being driven 
forward with energy and enthusiasm, there are 
as highlighted in previous years, ongoing risks 
associated with delivery of the project which 
include: 

• insufficient capacity to deliver the customer 
relationship management system 

• loss or misuse of data due to increased 
access to systems 

• loss of service continuity as new systems are 
implemented 

• lack of commitment at the service level to 
achieving the  government’s target of 100% 
electronic delivery by 2005 

• investment and development in areas which 
do not meet the needs and aspirations of 
service users. 

The council is aware of these risks and we have 
been informed of the actions which are either 
being implemented or are planned to mitigate 
any adverse outcomes. 

The report has been discussed with senior 
officers. Our findings and recommendations 
have been agreed and an action plan is being 
completed to address the issues raised by the 
review. 

 

Financial aspects of 
corporate governance 
• Corporate governance arrangements 

• Financial standing 

• Systems of internal financial control 

• Standards of financial conduct, and the 
prevention and detection of fraud and 
corruption 

• Legality of financial transactions. 

 

Corporate governance 
arrangements 
The Council acknowledges that sound corporate 
governance arrangements are necessary both to 
lead the community and conduct its own 
business effectively. Some progress is being 
made towards securing effective ownership for 
the governance agenda across the Council and 
supportive strategies and procedures are 
beginning to be put in place. Members need to 
ensure that this progress is maintained. 

Lack of good governance is often at the heart of 
many of the failings which emerge both in the 
public and private sectors. Measuring the 
effectiveness of the Council’s arrangements is 
not an easy task. However, we have made a 
start by adopting a survey based approach to 
assessing performance against the five 
dimensions of governance contained within the 
CIPFA/SOLACE publication ‘Corporate 
Governance in Local Government’. 

The outcome from the survey, which was 
conducted in mid 2002 amongst twenty or so 
senior managers, has been fed back to senior 
staff responsible for overseeing the governance 
agenda. The key messages from the survey in 
terms of strengths and development 
opportunities were: 

Strengths 

• stakeholder consultation 

• well defined and documented financial 
regulations 

• robust internal audit and officer codes of 
conduct. 

Development areas 

• explicit commitment to openness 

• effective consideration of outsourcing 
options 

• public reporting on governance issues 

• codes of conduct for partners and agents. 

Under the direction of the Resource Management 
Group, progress is being made towards 
addressing the issues highlighted by the survey 
including the preparation of a local corporate 
governance code and planned wider reporting of 
compliance with the code. 
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Risk management is now widely acknowledged 
as one of the main dimensions of corporate 
governance. The Council has a good track record 
of managing insurable risks but it is only 
recently that positive action has been taken to 
implement and own more strategic risk 
management arrangements. There is now a 
momentum towards the effective integration of 
risk management into the Council’s business 
planning processes which is being driven by: 

• the refreshed Corporate Risk Management 
Group 

• new strategies and policies 

• an invest to save initiative 

• provision of in house training and guidance. 

There are also plans to engage consultants to 
assist with a risk mapping exercise and to work 
in partnership with the Audit Commission and 
others to identify the means by which the 
Council can secure best value from the 
implementation of its arrangements.   

Financial standing 
The Council’s balances are consistent with 
previous years and are indicative of the sound 
and stable financial position of the Council. The 
overall level of arrears remains high although 
there has been some success in reducing specific 
balances. 

The Council’s overall financial position remains 
sound. Balances of £7.3M and £4.2m on the 
General Fund and Housing Revenue Account 
respectively are in line with those reported in 
the previous year and remain at a prudent level. 
We are not aware of any particular financial 
pressures in relation to spending against the 
current budget.  

The level of arrears for the main sources of 
income at £16m remains high, but there have 
been some recent improvements as illustrated in 
Exhibit 4 below. 

 

EXHIBIT 4 ARREARS AT 31 MARCH 2002 

Arrears 2002 
£000 

% of 
net 
debit  
2002 

% of 
net 
debit 
 2001 

% of 
net 
debit  
2000 

Housing 
rents 

4,509 11 12 6 

Council 
tax 

4,089 10 9 5 

NNDR 1,675 7 8 5 

Sundry 
debtors 

5,799 42 34 40 

TOTAL 16,072    

The Council’s collection rate for Council Tax has 
remained at 96% for several years. This 
performance is above the average for other 
metropolitan authorities. The collection rate for 
national non domestic rates fell from 98% to 
96.9% between 2000/2001 and 2001/2002 
placing the 2001/2002 collection performance 
below the average for other metropolitan 
authorities. 

Systems of internal financial 
control 
We have found no major weaknesses in the 
arrangements put in place by the Council to 
satisfy itself that its systems of internal financial 
control are both adequate and effective. The 
quality of Internal Audit’s work is good. 
However, arrangements for responding to 
control issues raised by auditors need to be 
more robust and visible.  

Our work in relation to this aspect of the code 
involved a review of the internal audit function 
and a high level review of the control procedures 
around some of the more significant business 
critical systems. 
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The provision of effective internal audit is a 
fundamental part of an organisation’s financial 
control arrangements. Our review of Internal 
Audit concluded that the service provided is 
good and that there are only a small number of 
areas where improvements can be made, which 
include: 

• the clearance of backlogs and need to give 
priority to reviewing benefits arrangements 
in the 2002/2003 audit plan 

• further developing the IT audit function 

• strengthened arrangements for evidencing 
supervision and review of audit assignments. 

The Head of Audit Operations has responded 
positively to the improvement suggestions 
contained within our report and robust remedial 
action has already been taken in relation to the 
more significant matters arising. 

The effective application of internal controls and 
monitoring by managers is one of the keystones 
to good governance. No significant systems 
weaknesses were identified over and above 
those that had been reported in previous audits. 
However, it is not always clear to ourselves and 
Internal Audit that appropriate priority is given 
to internal control weaknesses which have 
previously been reported by auditors. This lack 
of explicit and effective response to audit 
findings is the main issue raised in our detailed 
report on systems of internal financial control 
which has been shared with the Deputy Director 
of Finance.  

Standards of financial conduct 
and the prevention of fraud and 
corruption 
The Council’s overall arrangements for standards 
of financial conduct and the preventing and 
detecting fraud and corruption are satisfactory 
and improving. 

In previous annual audit letters we have 
indicated that some of the mechanisms by which 
the Council demonstrates the openness of its 
governance are not as robust as they might be. 
The response to these earlier criticisms has been 
good and has included: 

• the establishment of a Standards Committee 
and codes of conduct for members and 
officers 

• increased awareness raising in relation to 
registers of interest 

• preparation of publicity material to promote 
the Council’s policy in relation to the Public 
Interest Disclosure Act. 

We have concluded that adequate arrangements 
are in place to ensure that the Council’s affairs 
are managed in accordance with proper 
standards of financial conduct and have only 
made a small number of detailed improvement 
recommendations which have been discussed 
with officers.   

As part of the current audit we are holding a 
manager workshop jointly with Internal Audit 
which is designed to both further raise 
awareness of ethical and conduct standards and 
to identify areas where arrangements can be 
further developed. 

The Audit Commission’s national fraud initiative 
(NFI) aims to identify potential fraud by 
matching relevant internal databases, such as 
benefit with payroll but also databases held by 
other public sector organisations such as the 
NHS and Contributions agency. As such it is a 
useful, systematic and economic tool for readily 
identifying potential fraud. NFI 2002 has 
recently been launched and in the knowledge 
that returns from previous exercises have not 
produced results in line with the Audit 
Commission’s expectations, the level of senior 
management support and oversight could 
usefully be raised. We do acknowledge that 
priority has been given to raising awareness of 
and dealing more effectively with benefit fraud 
during the last six months or so. 

The Audit Commission will be offering training to 
the Council’s staff on how to prioritise and 
investigate matches in the most cost effective 
and timely way. 
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Legality of financial transactions 
There are no significant issues to report. 

We have reviewed the Council’s overall 
arrangements and there are no issues to bring 
to members attention. 

Once again we have liaised with your officers 
over a small number of specific issues which 
have been brought to our attention during the 
year.  

 

Accounts 
We gave an unqualified audit opinion on the 
accounts on 20 November 2002. Material 
amendments were made to the accounts as a 
result of the audit but there are no significant 
outstanding issues.   

The published accounts are an essential means 
by which the council reports its stewardship of 
the funds at its disposal and its financial 
performance in the use of those resources. Our 
responsibility is to provide reasonable 
assurance, subject to the concept of materiality, 
that the financial statements are free from 
material misstatement and comply with 
statutory and other requirements in relation to 
presentation and disclosure.  

Our final accounts audit is supported by a review 
of core processes which are fundamental to the 
production of the financial statements. We were 
able to rely on these processes (main accounting 
system, budgetary control and closedown 
procedures) in forming our opinion on the 
accounts.  

Your accountants performed well in presenting 
the accounts to Members on 7 August 2002, a 
month earlier than the previous year. This 
earlier production has placed the Council in a 
good position for meeting the new and 
demanding financial reporting guidelines which 
take effect from 2003/2004.  

 

Overall, the final accounts audit proceeded 
without significant difficulty. The opinion date 
was a little later than planned due to 
accountancy staff needing to make some 
material changes to the accounts following 
issues raised at the audit. The more significant 
changes related to: 

• revaluation of the housing stock following 
the transfer ballot result 

• re-presenting statements to bring in line 
with recommended accounting practice 

• correction of misstated creditor and debtor 
balances. 

There was some improvement in the quality of 
working papers compared with the previous year 
but accountancy staff accept that there is still 
opportunity for further improvement. A detailed 
schedule of issues arising from the audit has 
been shared with the Deputy Director of Finance 
and his staff. 

We will continue to work closely with your 
accountants to ensure that improvements in 
timeliness and working paper quality are 
maintained and that changes to accounting 
policies, procedures and practices are 
implemented rigorously. 

 

Future audit work 
District Audit has with effect from  
1 January 2003 become an integral part of the 
Audit Commission. In parallel with this change 
the Audit Commission has also changed its 
operational year to coincide with the municipal 
year ending 31 March and from 1 April 2003 
audit will be integrated with inspection activity. 
The manifestation of these changes in terms of 
future audit work is that we: 

• have issued a risk based audit plan for the 
short audit year ending 31 March 2003 and 
this has been agreed with your officers 

• will prepare, in conjunction with the Council 
and other regulators, a joint audit and 
inspection plan for the period 1 April 2003 to 
31 March 2004 which will be closely linked 
with the Council’s improvement plan. 
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Closing remarks 
We would like to express our appreciation for 
the help and support from your officers during 
the course of the audit. Our aim is to provide a 
high standard of audit service which makes a 
practical, positive and constructive contribution 
to the work of the Authority. We recognise that 
this can only be achieved by continuing to work 
closely with the Authority. 

 

 

 

 

 

Clive Portman 
District Auditor 
January 2003 

 

Status of our reports to the 
Council 
Our reports are prepared in the context of the 
Statement of Responsibilities of Auditors and 
Audited Bodies issued by the Audit Commission. 
Reports are prepared by appointed auditors and 
addressed to Members or officers. They 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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A P P E N D I X  1  

Auditor’s report to Knowsley Council on its Best Value 
Performance Plan for the year 2002/2003 

Certificate 

1. I certify that I have audited Knowsley Council’s best value performance plan in accordance 
with section 7 of the Local Government Act 1999 and the Audit Commission's Code of Audit 
Practice. I also had regard to supplementary guidance issued by the Audit Commission. 

Respective responsibilities of the Council and the Auditor 

2. Under the Local Government Act 1999 (the Act) the Council is required to prepare and 
publish a best value performance plan summarising the Council’s assessments of its 
performance and position in relation to its statutory duty to make arrangements to secure 
continuous improvement to the way in which its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness. 

3. The Council is responsible for the preparation of the plan and for the information and 
assessments set out within it. The Council is also responsible for establishing appropriate 
performance management and internal control systems from which the information and 
assessments in its plan are derived. The form and content of the best value performance 
plan are prescribed in section 6 of the Act and statutory guidance issued by the Government. 

4. As the Council’s auditor, I am required under section 7 of the Act to carry out an audit of the 
best value performance plan, to certify that I have done so, and: 

• to report whether I believe that the plan has been prepared and published in accordance 
with statutory requirements set out in section 6 of the Act and statutory guidance 

• where appropriate, recommending how the plan should be amended so as to accord with 
statutory requirements 

• to recommend: 

− where appropriate, procedures to be followed in relation to the plan 

− whether the Audit Commission should carry out a best value inspection of the Council 
under section 10 of the Local Government Act 1999 

− whether the Secretary of State should give a direction under section 15 of the Local 
Government Act 1999.i 

Opinion 

Basis of this opinion 

5. For the purpose of forming my opinion whether the plan was prepared and published in 
accordance with the legislation and with regard to statutory guidance, I conducted my audit 
in accordance with the Audit Commission’s Code of Audit Practice. In carrying out my audit 
work I also had regard to supplementary guidance issued by the Audit Commission. 

6. I planned and performed my work so as to obtain all the information and explanations which 
I considered necessary in order to provide an opinion on whether the plan has been prepared 
and published in accordance with statutory requirements. 
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7. In giving my opinion I am not required to form a view on the completeness or accuracy of 
the information or the realism and achievability of the assessments published by the Council. 
My work therefore comprised a review and assessment of the plan and, where appropriate, 
examination on a test basis of relevant evidence, sufficient to satisfy me that the plan 
includes those matters prescribed in legislation and statutory guidance and that the 
arrangements for publishing the plan complied with the requirements of the legislation and 
statutory guidance. 

8. Where I have qualified my audit opinion on the plan I am required to recommend how the 
plan should be amended so as to comply in all significant respects with the legislation and 
statutory guidance. 

Unqualified opinion 

9. In my opinion, Knowsley Council has prepared and published its best value performance plan 
in all significant respects in accordance with section 6 of the Local Government Act 1999 and 
statutory guidance issued by the Government. 

Recommendations on procedures followed in relation to the plan 

10. Where appropriate, I am required to recommend the procedures to be followed by the 
Council in relation to the plan. 

Basis of recommendations 

11. For the purpose of making my recommendations, I conducted my audit in accordance with 
the Audit Commission’s Code of Audit Practice. In carrying out my audit work I also had 
regard to supplementary guidance issued by the Audit Commission. 

12. I planned and performed my work so as to obtain all the information and explanations that I 
considered necessary in order to enable me to determine whether or not to make 
recommendations in this report on the matters that came to my attention during the audit. 

13. However, my work cannot be relied upon to identify every weakness or opportunity for 
improvement. In particular, it has not necessarily covered the same areas as a best value 
inspection. 

14. For this purpose, my audit included a review and assessment, and where appropriate, 
examination on a test basis of evidence relevant to the adequacy of the systems set in place 
by the Council for collecting and recording specified performance information; and the 
testing of specific performance indicators selected by the Audit Commission for its 
comprehensive performance assessment of the Council. 

Recommendations 

15. On the basis of my audit work, there are no matters which I consider should be brought to 
your attention. 
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Recommendations on referral to the Audit Commission/Secretary of 
State 

16. I am required each year to recommend whether, on the basis of my audit work, the Audit 
Commission should carry out a best value inspection of the Council or whether the Secretary 
of State should give a direction. 

17. On the basis of my work: 

• I do not recommend that the Audit Commission should carry out a best value inspection  
of Knowsley Council under section 10 of the Local Government Act 1999 

• I do not recommend that the Secretary of State should give a direction under section 15 
of the Local Government Act 1999. 

 

 

 

Signature        Date  30 January 2003 

 

 


