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Key  messages  

Council performance 
The Council has made improvements in many 
areas over the last year and has consolidated its 
Comprehensive Performance Assessment as a 
“Good” Council. 

The Council has an open and positive approach 
to identifying improvement opportunities and in 
putting in place the capacity and processes to 
deliver better services and outcomes. The 
Council’s improvement plans are well articulated 
in the three year Corporate Plan and Best Value 
Performance Plan. In order to support on-going 
improvement, the Council has invested in a 
performance management framework. The 
framework is now well embedded across the 
Council and members and senior managers are 
highly committed to its effective operation. The 
framework has been one of the facilitators in 
achieving improvement in some key areas, 
including 

• strong and effective educational leadership 
and supportive systems leading to improved 
attainment at primary and GCSE levels 

• reductions in crime and youth disorder 
linked to various initiatives led by the 
Council 

• better health and employment and outcomes 
resulting from effective partnership working. 

Some 67% of Best value performance indicators 
improved since 2001/2002 with the most 
notable improvements relating to the Council’s 
priorities of Putting People First and Excellent 
and Accessible Services. Some of the key areas 
where priority is being given to improvement 
include further increasing educational 
attainment and attendance at all levels and 
working with neighbouring authorities to reduce 
waste and improve recycling and building on the 
work which has already been done to improve 
the benefits service. 

The Council is clearly committed to continuous 
service improvement and based on its current 
plans it is well placed to further improve the way 
it works and the services it provides to local 
people. 

Financial aspects of corporate 
governance 
The council has good governance arrangements 
in place. Our main conclusions from this aspect 
of the audit are as follows: 

• The Council’s overall finances continue to be 
soundly managed. The General Fund balance 
and other non specific reserves remain at a 
reasonable level.  

• Arrears for the main sources of income are 
high. Collection Fund arrears increased by 
100% and sundry debtors by 16% during 
2002/2003. The increase in Collection Fund 
arrears related mainly to the introduction of 
new systems but we are confident that 
current performance is broadly back in line 
with targets. 

• The Council’s main financial systems are fit 
for purpose and are subject to adequate 
internal audit review and testing. Procedures 
in relation to new ways of working, for 
example with partners are being 
strengthened, in line with our previous 
recommendations. The arrangements for 
managing risk are developing well. 

• Effective action has been taken in the last 
year to strengthen arrangements around 
standards of conduct and preventing and 
detecting fraud and corruption. A training 
plan is in place to further raise awareness 
and understanding across the Council. 

• Sound arrangements are in place for 
considering the legality of transactions and 
ensuring appropriate action is taken. 

Accounts and grant claims 
Issues arising from our audit of the financial 
statements were reported to Council in 
November 2003. Although amendments were 
made to the accounts, the net impact was not 
material in relation to the Council’s overall 
balances. We gave an unqualified opinion on the 
accounts on 6 November 2003, two weeks 
earlier than in the previous year. 
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Whilst we will aim to reduce the level of audit of 
grant claims in line with the Audit Commission’s 
strategic regulation proposals, simultaneous 
priority needs to be given by the Council to 
strengthening the co-ordination and quality 
assurance of grant claims prior to their 
submission. 
 

 

The purpose of this letter 
This is our first joint audit and inspection ‘Annual 
Letter’ for Members which incorporates our 
Annual Audit Letter, and is presented by the 
Council’s Relationship Manager. The letter 
summarises the conclusions and significant 
issues arising from our 2002/03 audit and 
inspection programme and comments on other 
current issues. 

We have issued separate reports during the year 
having completed specific aspects of our 
programme. These reports are listed at 
Appendix 1 for information. 

Auditor’s responsibilities are summarised in the 
Audit Commission’s statement of key 
responsibilities of auditors. The responsibilities 
of Audit Commission Inspectors are detailed in 
section 10 of the Local Government Act 1999. 
What we say in this letter should be viewed in 
the context of that more formal background. 

 

 

Objectives of audit and 
inspection 

Audit 
Our main objective as your appointed auditor is 
to plan and carry out an audit that meets the 
requirements of the Code of Audit Practice. We 
adopt a risk-based approach to planning our 
audit, and our work has focused on your 
significant financial and operational risks that 
are relevant to our responsibilities.  

Central to our audit are your corporate 
governance arrangements. Our audit is then 
structured around the three elements of our 
responsibilities as set out in the Code and shown 
in Exhibit 1. 

EXHIBIT 1 

The three main elements of our audit objectives 

 

Accounts 

• Opinion. 

Financial aspects of corporate governance 

• Financial standing. 

• Systems of internal financial control. 

• Standards of financial conduct & the 
prevention and detection of fraud and 
corruption. 

• Legality of transactions. 

Performance management 

• Use of resources 

• Performance information 

• Best Value Performance Plan 

Inspection 
Inspection work is based around section 10 of 
the Local Government Act 1999, which requires 
us to carry out inspections and deliver reports 
that will: 

• enable the Council and the public to judge 
whether best value is being delivered 

• enable the Council to assess how well it is 
doing 

• enable the Government to assess how well 
its policies are being implemented 

• identify failing services where remedial 
action may be necessary. 
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Council Performance 

CPA Scorecard 
The Audit Commission’s role in CPA is to form a 
judgement on the performance and proven 
corporate capacity of local authorities.  

Updated judgements for all single tier authorities 
were published by the Audit Commission in a 
‘balanced scorecard’ on 18 December 2003. The 
results of Knowsley’s assessment are detailed in 
Exhibit 2 and the summary text below. 

EXHIBIT 2 BALANCED SCORECARD 

Element Assessment 

Overall Good 

Current performance 

education 

housing 

use of resources 

social care (Children) 

social care (Adults) 

benefits 

environment 

libraries & leisure 

out of 4 

3 

1 

4 

3 

3 

2 

4 

2 

Capacity to improve (not 
reassessed in 2003) 

3 out of 4 

 

The Council has made particular improvements 
in social care services, benefits and use of 
resources over the last year. 

The Council has a positive and proactive 
approach to improvement planning and is clear 
about its improvement priorities. Investments in 
services such as education, libraries, leisure 
facilities, community safety and the local 
environment have been made or are planned. 
The investment in these areas is reflected in 
improved performance, most notably in 
education.  

The Council has also made good progress in 
developing the way it manages its performance 
and its people management systems. The 
advantages of this approach are clear, as 
significant improvement has already taken 

place. These developments will drive further 
improvement.  

Based on its plans, the Council is well placed to 
further improve the way it works and the 
services it provides to local people. 

CPA Improvement Report 
This section comments on the progress that the 
Council has made in delivering its priorities for 
improvement since the CPA outcome in 
December 2002.  

The Council is clear about the areas for 
improvement and has put robust and 
challenging plans in place to address them. 
Improvement priorities are clearly incorporated 
in the three year Corporate Plan. The Best Value 
Performance Plan sets out a number of 
demanding targets in relation to the priorities 
set by the Council. Departmental business plans, 
service plans and individual plans have been put 
in place to cascade corporate priorities. 

In order to support on-going improvement, the 
Council has invested in a performance 
management framework. Reports showing 
progress against priorities are submitted on a 
quarterly basis and members and senior 
managers are involved and committed to the 
process. 

The Council has remained focused on the 
delivery of its improvement priorities and there 
have been some significant improvements in 
performance. We comment on these below. 

Putting People First 

The Council identified the need to develop a 
more strategic and long term approach to 
human resources and to improve areas such as 
high absence levels. A Best Value Review was 
carried out of this area and we provided some 
input as a ‘critical friend’, in particular around 
sickness absence management. We have also 
conducted a review of people management and 
reported on this in September 2003. 

The Best Value Review looked at a wide range of 
options for future service delivery, challenged 
what was currently being delivered and drew in 
views from across the Council.  
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A number of areas for improvement were 
identified including: 

• Improving delivery of HR services. 

• Employee and management development. 

• Managing attendance. 

• Recruitment and retention. 

• Equality and Diversity. 

• Employee and Trade Union Relations. 

The Council has made good progress with 
developing a modern Human Resource strategy 
that is linked to the achievement of corporate 
aims and objectives and has made good 
progress in developing individual appraisal 
processes as an integral part of the performance 
management system. 

The review has resulted in an improvement plan 
which sets out the action to be taken, outcomes, 
who is responsible and timescales. Many of the 
actions are to be delivered in the period 2003 to 
2005 and provide a good framework for 
enhanced workforce planning and development. 

Work is ongoing in developing a Council-wide 
customer care charter, improving internal and 
external communication and addressing equality 
and diversity issues from a user perspective.  

Achievement and Learning for all 

Educational attainment is a key priority for the 
Council and there are good plans in place to 
achieve this aim. 

The Council received a positive OFSTED report in 
September 2003 which highlights progress in a 
number of areas.  

The report stated that Knowsley is a good LEA 
with strong leadership from elected members 
and officers. The LEA has made good progress 
since the last inspection.  

The inspection report identified a number of 
strengths including the strategy for schools 
improvement, targeting resources to priorities, 
monitoring school performance and challenging 
them to improve. Partnership working with 
schools is also a strength.  

The approach to the identification of and 
intervention in underperforming schools and the 
approach of focusing support on areas of 
greatest need were also highlighted as key 
strengths. 

Performance in terms of GCSE attainment and 
attendance has improved and primary school 
standards are rising faster than the national rate 
of improvement. 

Whilst the report has a strong focus on the 
Authority’ s strengths, it also makes reference to 
a small number of areas where significant 
inroads still need to be made, including, 
attainment at secondary school level, pupil 
attendance and staying on rates for young 
people entering education and training.  
Inspectors commented that the capacity to 
improve further is very good and highlighted the 
Authority’s determination to secure better life 
chances for children and young people. 

The Council in partnership with the Archdiocese 
and diocese have recently announced proposals 
for major changes to schooling in the borough. 
In the face of falling rolls the partners have 
agreed that doing nothing is not an option. The 
proposals seek to develop schools fit for 21st 
century learning and the cost could be in the 
region of £250m. The proposals include closure, 
merger and building of new schools. The Council 
is targeting the government’s “Building schools 
for the future” programme to assist with 
funding. The implications of these proposals are 
very significant both in terms of providing better 
learning environments but also for using the 
new facilities to provide more integrated service 
delivery and better access to services in the 
community.  

Safe, Clean, Vibrant Neighbourhoods 

The Council’s Corporate Plan sets out a number 
of areas to progress in relation to street 
cleansing and waste management. Areas 
identified for improvement include: 

• implementation of the cleanliness of the 
environment BVR action plan; 

• modernisation of services; 

• improvement in terms of waste recycling; 
and  

• improving street cleansing and open space 
management. 

The Council has taken a number of steps to 
progress these areas. Changes to street cleaning 
arrangements are showing improvements and a 
neighbourhood approach to refuse collection 
services has reduced the number of missed bins. 
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The Council has funded additional kerbside 
collection services to improve recycling 
performance. 

The Council’s performance in relation to 
reducing the amount of waste generated is good 
with the amount collected per head of 
population being amongst the lowest in the 
country. 

Recycling indicators show poor performance with 
the Council only achieving half of its recycling 
target; recycling 5.6% of waste. However, low 
levels of recycling is a significant issue across 
the whole of Merseyside. We carried out an 
inspection of the Mersey Waste Disposal 
Authority this year which highlighted the need 
for a cross Merseyside approach to the waste 
agenda to enable national and local targets to be 
met.  

We will be assessing progress as part of an 
inspection of the Council’s Waste and 
environmental cleanliness arrangements which 
will be reported early in 2004.  

The Council transferred its housing stock to 
Knowsley Housing Trust (KHT) in July 2002 and 
our review assessed progress in developing the 
Council’s residual strategic housing role and 
found: 

• Progress has been made in developing the 
housing strategy.  

• There are effective working relations 
between the Council and KHT around 
commissioning and partnering. 

The following areas need to be addressed: 

• Continue to develop consultation with 
stakeholder groups and interested parties. 

• Build on liaison arrangements with RSL 
partners in the borough. 

• Strengthen data capture and recording in 
relation to the homeless. 

• Commission a housing market survey to 
provide information on the private rented 
sector and elderly owner occupiers to 
support investment decisions and 
neighbourhood management initiatives. 

• Improve advice services to customers to 
encourage more use of the re-housing 
system. 

• Establish the boroughs position in relation to 
private sector renewal funding. 

An inspection of the retained housing services is 
planned for 2004. 

Community safety is an important priority for 
the Council and its partners. The Community 
Safety Partnership has implemented a number 
of initiatives to address crime including projects 
to tackle youth disorder and anti social 
behaviour. Projects are in place such as: 

• The Youth First Project which has developed 
the use of Acceptabale Behaviour Contracts 
and introduced targeted truancy initiatives. 

• The Bridges to Inclusion mentoring 
Programme which has received awards and 
national recognition. 

• The Choices Team who work effectively with 
persistent offenders to help steer them away 
from future crime. 

The Council has also introduced five 
Neighbourhood Warden Schemes and three 
Community Support Officer Schemes which have 
contributed to a 10% reduction in incidents of 
youth disorder. The Office of the Deputy Prime 
Minister has designated Knowsley as a centre of 
excellence for Neighbourhood Wardens.  

 

Better health and healthy living 

The Council has made significant progress in 
social care. 

The Annual Review of the Performance of Social 
Services for 2002/2003 reported that there has 
been substantial improvements in all the areas 
highlighted as requiring attention in last year’s 
letter in both Childrens and Adult services.  

There are also clear improvements in 
performance across a range of performance 
indicators with 70 per cent of indicators 
improving since 2001/2002. The performance 
for social services has been given an improved 
rating of three stars.  

A key priority has been the integration of social 
care with the Primary Care Trust (PCT). This has 
progressed well with a number of appointments 
being made to achieve co-ordinated strategic 
and operational delivery. There is now an 
integrated leadership team and Social Services 
and the PCT have recently relocated to a 
purpose-built Health and Social Care 
Headquarters.  
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A detailed review of progress around this priority 
will be made in early 2004. Plans are in place to 
develop and formalise the governance 
arrangements around the joint working 
initiatives. 

Better work and leisure opportunities for 
everyone 

The Council set out proposals to improve public 
library standards, implement a cultural strategy 
and improve access to leisure and sports 
facilities. They also set out a range of proposals 
to increase employment opportunities in the 
borough. 

Progress has been made in relation to libraries 
and leisure with investment of £11m in new 
leisure developments in Halewood and Huyton 
and commitments to invest £9M in leisure 
provision in Kirkby.  

The Council continues to have top quartile 
performance in relation to library visits and high 
satisfaction levels with the service. The Council 
currently meets 19 of the 29 public library 
standards and is in the top quartile for 53% of 
indicators.  It made excellent progress in 
meeting its own local targets for libraries in the 
year ending March 2003. 

There has been good progress in developing the 
Council’s approach to regeneration and 
economic development. The local economy has 
grown by twice the North West average over last 
5 years or so and there has been a fall in 
unemployment from 19.6% in 1992 to 5% in 
2003.  

The Council has Beacon Council status for 
“Fostering Business Growth” and “Removing 
Barriers to Work.”  

Local performance indicators show that the 
number of jobs created in 2002/03 was above 
target of 238 but the number of jobs 
safeguarded at 220 was well below the target of 
436. New business start ups are slightly ahead 
of target at 20.  

Excellent Accessible Services 

Knowsley have made good progress in 
developing the Performance Management 
Framework and in developing the capacity of the 
Council. 

The approach to performance management is 
supporting on-going improvement. An analysis 
of key Best Value Performance Indicators shows 
that 67 per cent of performance indicators have 
improved since 2001/2002.  

The Council has also made good progress in 
developing its capacity plan. Progress has been 
made in terms of e-government with a further 
250 services becoming available to the public via 
the Council’s website.  

The Council has developed its approach to 
procurement and a detailed procurement 
strategy and framework is being developed.  

The Council has begun to modernise its 
procurement arrangements and has developed 
its capacity to take forward the introduction of 
electronic procurement. There is a high level of 
corporate commitment to ensure that agreed 
changes to procurement activities take place.  

Whilst there are a number of on-going activities 
to modernise procurement arrangements, the 
Council needs to be bring these together into a 
strategic framework which is communicated 
effectively across the Council. This will also 
provide an opportunity to show how 
procurement fits in to the wider modernisation 
agenda. 

The Benefit Fraud Inspectorate (BFI) assessed 
the benefits service in 2002 to be poor. A recent 
re-assessment by the BFI based on a self 
assessment by the Council and taking into 
account performance information and other 
action taken by the Council found that the 
Council is now providing a fair level of 
performance. There has therefore been an 
overall trend of improvement over the last two 
years and there is a high level of commitment to 
maintain this positive direction of travel.   

A full inspection by BFI was conducted in 
October and November 2003, the outcome of 
which will be published early in 2004. 
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Other performance work 
As part of the audit we have also performed 
some brief reviews in risk areas, for example, 
the arrangements for health scrutiny, the new 
requirements for supporting people, mental 
health services for older people and forecasting 
for children’s placements. 

The Housing and Social Care Act 2001 
introduced new powers of health scrutiny to 
local authorities. The rationale for a local 
authority role on health scrutiny lies in the wider 
modernisation agendas of both local government 
and the NHS. The history of strong integration 
between health and social care within the 
borough has provided a robust basis for 
developing effective health scrutiny across 
Knowsley. Discussions have advanced from 
debates about structures and processes to 
consideration of the best way to deal with 
complex health economy issues. Specific 
arrangements which need further development 
include: 

• preparation of a health scrutiny protocol 

• balancing policy development with 
retrospective scrutiny 

• clarification around reporting and action 
monitoring arrangements. 

The Council has prepared for the new supporting 
people requirements in a timely and effective 
manner. Our review early in 2003 concluded 
that preparation deadlines have been met, 
strategies established and appropriate structures 
and funding were in place. An inspection of the 
arrangements will be performed in 2004/2005.  

In 1999/2000 we undertook a review of mental 
health services for older people in the Knowsley 
Joint Investment partnership area. A follow up 
review was carried out in 2003 to determine 
progress made towards achieving improved 
outcomes for service users and carers. Some 
progress has been made against the 
recommendations in our original report but more 
needs to be done. This should now be possible 
following the extensive structural changes over 
the last three years and the drive being provided 
by the National and Primary Care Trust Project 
(NatPaCT). 

 

In our follow up report we recommend that: 

• the Council and PCT produce an action plan 
for achieving the joint commissioning 
strategy with priority being given to 
addressing the issues of inequity across the 
borough 

• the NatPaCT team produce a workforce and 
communication plan to improve working 
across the agencies 

• action be taken to reduce the waiting list for 
carers assessments 

• the range of services provided be improved. 

The main conclusions from our follow up work 
on the arrangements for forecasting children’s 
placements were the need for: 

• further analysis to provide greater 
confidence around service expenditure and 
activity 

• members to be informed of the likely 
financial impact of the residential strategy 
on increased unit costs and also the reasons 
for the low use of independent residential 
and foster care provision. 

The future of CPA 
The Audit Commission has consulted on the 
future arrangements for CPA and has concluded 
that it will be developed by: 

• the introduction of a new CPA framework in 
2005/2006 and again in 2010, that enables 
assessments to be made in the context of an 
agreed set of local and national policy 
priorities 

• the release of an annual improvement report 
in December 2004. 

The CPA programme from January 2005 will 
seek to understand the impact of the Council in 
their locality, and to recognise the leverage, co-
ordination and leadership the Council provides to 
achieve a wider improvement agenda. 

The precise shape and nature of this approach 
has yet to be finalised, though the Commission 
has recognised the need to agree the strategy 
for improvement reporting after 2004, leading 
up to a further re-assessment from 2010. 
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Financial aspects of 
corporate governance 
It is the Council’s responsibility to put in place 
proper arrangements to ensure the proper 
conduct of its financial affairs, and to monitor 
their adequacy and effectiveness in practice. It 
is our responsibility to review and, where 
appropriate, report on the financial aspects of 
the Council’s corporate governance 
arrangements. 

Our audit focuses on four key elements, in line 
with the Code of Audit Practice responsibilities. 
These are: 

• the financial standing of the Council 

• systems of internal financial control 

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

• the legality of transactions that might have 
significant financial consequences. 

One of the outputs from our work this year has 
been to update the ‘auditor judgements’ relating 
to each of the above elements which contributed 
to the Council’s Comprehensive Performance 
Assessment for 2002/2003. A summary of our 
overall assessments for each of the above 
elements is set out in Exhibit 3.  

EXHIBIT 3 AUDITOR SCORED JUDGEMENTS 

Financial aspects 
of corporate 
governance  

Overall 
assessment 

Key to 
assessments 

Financial standing 

 

4 

Systems of Internal 
financial control 

3 

Standards of 
financial conduct 
and prevention and 
detection of fraud 
and corruption 

3 

Financial 
statements 

3 

Legality of 
significant financial 
transactions 

4 

 

1 = 
inadequate 

2 = adequate 
overall, but 
some 
weaknesses 
that need to 
be addressed 

3 = adequate 

4 = good 

 

 

The scores shown in Exhibit 3 reflect an 
improvement on the position in the previous 
year. We have arranged to meet with senior 
finance officers to highlight areas where 
improvements need to be made to achieve a 
good assessment in each area in future years. 

Financial standing 
The Council’s overall finances continue to be 
soundly managed and balances remain at 
reasonable levels. Arrears for the main sources 
of income are high. 

The Council’s overall financial position in 
2002/2003 was robust and we are not aware of 
any significant pressures in 2003/2004 other 
than, based on latest projections, a likely 
overspend of around £0.6m on the Social 
Services budget. The Council’s housing stock 
was transferred to Knowsley Housing Trust in 
July 2002 without any adverse impact on its 
overall finances. The balance carried forward on 
the Housing revenue account at the end of 
2002/2003 was £0.2m. 

We have commented in previous letters on the 
high level of arrears for the main sources of 
income. The position for sundry debtors did not 
improve during 2002/2003 with arrears 
increasing by 16% to £13.4m. Council tax 
arrears at the year end showed a significant 
increase as a result of system changes, but had 
returned to normal levels in the early part of 
2003/2004. 

The Council’s performance in relation to the 
2002/2003 financial administration BVPIs 
including percentage of council tax and non 
domestic rates collected and percentage of 
undisputed invoices paid on time is below the 
average for other authorities. Performance was 
also below targets set by the Council for 
2002/2003 but has improved in 2003/2004 as 
shown in Exhibit 4. 
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EXHIBIT 4 FINANCIAL ADMINISTRATION 

PERFORMANCE 

 2002/03 

Target 

2002/03 

Actual 

2003/04 

Projected  

Outturn 

% council 
tax collected 

96 94 96 

% of NDR 
collected 

98 94.2 98 

Invoices 
processed in 
30 days 

100 81 83 

The prudential Code will be introduced in 
2004/2005 to replace existing capital controls. 
The new system will allow the Council to 
determine how best to utilise resources to meet 
its objectives. Although there will be a greater 
freedom to borrow, the Council will need to 
make a robust and prudent assessment of what 
it can afford. The Council is aware of the need to 
take full account of the Code’s provisions in 
setting the 2004/2005 budget and we will follow 
up progress as part of next year’s audit. 

The Council’s accounts show a deficit on the 
Local Government Pension scheme of £108m. 
This means the fund’s assets cover only 75% of 
its liabilities. The Council has reflected the 
potential for increased contribution costs in its 
financial forecasts for 2005/2006. Whilst such 
deficits are common, members need to continue 
to monitor the situation.  

Systems of internal financial 
control 
The Council’s main financial systems are fit for 
purpose and are subject to adequate internal 
audit review and testing. Procedures in relation 
to new ways of working are being strengthened 
in line with our previous recommendations. The 
arrangements for managing risk are developing 
well.  

The Council’s main financial systems continue to 
operate satisfactorily and we have not identified 
any significant weaknesses which needed to be 
brought to officer’s attention. However, new 
collection fund systems were introduced in the 
year and there were some implementation 
difficulties which resulted in collection fund 
arrears increasing and reconciliation differences 
with the main accounting system. The more 

significant post implementation difficulties have 
now been resolved.  

The Council is increasingly using partnerships 
and other new arrangements to achieve its 
objectives and deliver mainstream services. 
Whilst innovative, these arrangements attract 
risk which needs to be managed effectively. Two 
partnership related issues which we have 
reviewed this year include procurement of the 
design consultancy service and the Huyton 
Community Partnership. 

• The process for procuring design consultancy 
services through a Joint Venture Company 
arrangement has meant that the Council has 
had to develop robust project management 
and evaluation systems in parallel with 
project implementation. A specialist 
corporate project management team has 
been set up to manage the project. We will 
continue to monitor progress through to 
completion which is expected in the summer 
of 2004.  

• The North Huyton Community Partnership 
experienced financial administration 
difficulties in 2002 and 2003 resulting in the 
Council and other agencies having to invest 
significantly in developing recovery and 
sustainability plans. Although the final 
position has yet to be reached, the Council 
has agreed a limit of £155,000 in relation to 
any eventual losses from loans it has made. 
In line with our recommendations, officers 
will continue to ensure that full risk 
assessments will be carried out in the event 
of similar funding decisions being considered 
in the future  

Internal Audit continues to provide an effective 
and independent contribution to the Council’s 
internal financial control processes. In so doing 
it complies with statutory requirements and 
professional audit standards. Arising from this 
year’s review we have recommended that the 
function could be further strengthened by: 

• further developing the risk based approach 
to audit planning 

• introducing more rigour in the completion of 
job assignment sheets and testing 
schedules. 
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Overall the Council’s risk management 
arrangements are developing well. The strategic 
and departmental risk mapping exercises and 
other related activity is robust and the work is 
now embedded in the business planning 
processes. There is a good level of commitment 
to make the overall arrangements effective.  

Standards of financial conduct & 
prevention and detection of fraud 
and corruption 
The Council has taken effective action in the last 
year to strengthen its arrangements around 
standards of conduct and preventing and 
detecting fraud and corruption. A training plan is 
in place to further raise awareness and 
understanding across the Council.  

The arrangements for maintaining good 
standards of financial conduct and preventing, 
detecting and investigating fraud and corruption 
are generally sound. Initiatives taken by the 
Council over the last year to raise awareness 
and standards in relation to ethics and standards 
include: 

• presentations by finance staff across 
departments on codes of conduct and 
financial procedural rules 

• Members seminars focusing on governance 
and control of expenses 

• All staff contacted in relation to the Whistle-
blowing policy 

• fraud hotline launched and published. 

Areas where the arrangements could be further 
strengthened include reviewing and raising the 
profile of the anti fraud and corruption policy 
and introducing more rigour around the 
maintenance and review of registers of interest. 

We facilitated an interactive workshop jointly 
with Internal Audit in March 2003 to assess 
senior managers’ perceptions of the strength of 
the Council’s conduct arrangements. Whilst 
there were high levels of awareness in relation 
to the Council’s disciplinary and whistle-blowing 
procedures, only around 50% of the participants 
thought that training on code of conduct issues 
was adequate and a similar level did not fully 
understand their responsibilities under the 
Council’s procedural rules. 

The outcome from the workshop has been 
assessed by senior officers and arrangements 
have been made for Internal Audit to deliver 
targeted training across the Council early in 
2004. 

The National Fraud Initiative (NFI) is the Audit 
Commission’s data matching exercise. Its main 
aim is to help identify and reduce housing 
benefit fraud, occupational pension fraud, 
tenancy and payroll fraud. The NFI is carried out 
every two years and data matches for 2003 
have been shared with the Council. Latest 
indications are that fraud amounting to £56,600 
has been identified.  

Progress has been made since the last NFI data 
matching exercise was conducted in 2001. With 
a dedicated fraud investigation team now in 
place in the Benefits Section, a more rigorous 
approach to potential claimant fraud and 
prosecution, where appropriate, has been 
adopted. The Council has recently established 
improved arrangements for handling non benefit 
data matches. 

Legality of transactions 
Our audit work confirms that the Council has 
sound arrangements in place for considering the 
legality of transactions that might have 
significant financial consequences and ensuring 
that appropriate action is taken. 

It is the responsibility of the Council to act 
within the law and to take appropriate legal 
advice where necessary. The Council takes a 
responsible attitude towards ensuring it acts 
within the law and that it continues to respond 
positively to government legislation.  

During the course of the audit we have dealt 
with a small number of questions raised by local 
government electors. There are no outstanding 
matters which we wish to draw to members 
attention. 
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Audit assurance work 

Accounts 
We gave an unqualified opinion on the accounts 
on 6 November 2003, two weeks earlier than the 
previous year. Some amendments were made to 
the accounts as a result of the audit. 

Overall arrangements 

The Council’s overall arrangements for preparing 
the accounts are sound. The overall control 
environment and financial ledger maintenance 
procedures are sufficiently robust to ensure that 
materially accurate financial statements are 
produced. However, the processes for quality 
assuring the accounts closure and preparation 
processes need strengthening. The Whole of 
Government Accounts initiative requires that 
accounts are prepared and audited a month 
earlier over the next three years. This will put 
added pressure on the closure process and will 
require the highest standards of project 
management and quality assurance to be in 
place.  

Reporting to the Council 

The more significant matters which we reported 
to the Council on 5 November 2003 were: 

• lack of composite asset register 

• unreconciled differences between figures in 
some collection systems and the financial 
ledger 

• misstatements to a balance sheet item and 
debit to the housing revenue account. 

The Director of Finance and Information Society 
Technologies has responded positively to the 
issues raised and we are optimistic that further 
improvements will be made in preparing next 
year’s accounts. 

 

Best value performance plan 
audit 
The Council’s 2003/2004 Best Value 
Performance Plan complies with statutory 
requirements and sets out its performance in a 
clear manner. An unqualified audit opinion was 
given on the plan on 18 December.  

We have commented in detail on the Council’s 
arrangements to comply with Best Value in the 
earlier section ‘Council Performance’. Having 
completed our statutory audit of your 
2003/2004 Best Value Performance Plan we 
report to you our opinion at Appendix 2 of this 
letter. Our audit opinion on the 2003/2004 plan 
was unqualified and there were no statutory 
recommendations. 

We have reported separately to the Chief 
Executive on the results of our audit of the 
Council’s Best Value Performance Indicators. 
There was an overall improvement compared 
with previous years which is a reflection of the 
effective focus which has been given to 
improving the performance management 
arrangements. 

 

 

Other work 

Grant Claims 
Over recent years the number of claims 
requiring audit certification has grown 
significantly and audit fees have risen in line 
with this growth. In its move towards strategic 
regulation the Audit Commission proposes to 
adopt a more risk-based and proportionate 
approach to the certification of grant claims. The 
Commission proposes that with effect from 
2003/2004 the smaller value claims will not be 
subject to audit or will receive a “lighter touch” 
and the approach to larger value claims will be 
determined by risk and the adequacy of the 
Authority’s control environment.  
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The Authority’s arrangements for managing and 
quality assuring grant claims submitted for audit 
has improved in recent years. However, some  
issues have arisen in 2002/2003 including 
reduction of the benefits claim of £0.42m due to 
errors found during the audit. We have also 
agreed with senior finance staff that: 

• the arrangements for co-ordinating the 
claims in preparation for audit be further 
developed 

• the arrangements for quality assuring the 
larger value claims be enhanced 

• procedures for certifying claims be clarified, 
clearly communicated and robustly 
implemented. 

 

 

Audit and inspection fees 
The proposed fee for the 2002/2003 audit and 
inspection programme was set out in our audit 
and inspection plan at the start of the year. 
Exhibit 5 shows the actual fees for 2002/2003 
compared with the detail in the initial plan. 

EXHIBIT 5 AUDIT FEES 

Audit area Plan 
2002/03 

Actual 
2002/03 

Accounts £44,000 £47,000 

Financial aspects of 
corporate governance 

£60,000 £57,000 

Performance £45,000 £45,000 

TOTAL CODE OF AUDIT 
PRACTICE AUDIT FEE 

£149,000 £149,000 

Inspection (1) £102,000 £102,000 

Additional s35 work   

Certification of grant 
claims (2) 

£160,000 £160,000 

Latest 
estimate 

TOTAL AUDIT FEE £411,000 £411,000 

(1) Inspection fees are net of ODPM grant received. 

(2) The grant claim audit continues until the end of 

2003 and the actual fee reported is our current 

estimate of the likely fee for the 2002/03 certification 

work. 

 

 

Strategic regulation: future 
audit and inspection work 
Strategic Regulation contributes to improvement 
in public services by ensuring that regulators 
collaborate to identify each Council’s priorities 
for improvement, and provide assessments that 
are useful to managers, professionals, politicians 
and the public. 

For the first time we have brought together co-
ordinated audit and inspection plans that make 
clear how our work supports the improvement 
agenda of each single tier and county council. 
These plans are now available on the Audit 
Commission website. 

Our joint audit and inspection plan for 
2003/2004 contains a programme of work that 
is proportionate to both the Council’s risks and 
its performance as assessed through CPA. We 
have structured our work programme across the 
following themes that help to clarify the purpose 
of our work: 

• Assessment 

• Improvement 

• Assurance. 

The key areas of work programmed for 
2003/2004 are: 

• inspection focusing on waste recycling, 
collection and street cleanliness 

• staged review of focusing on overall 
partnership arrangements and specific 
arrangements around health and social care. 

Audit and Inspection planning for 2004/2005, 
linked to the Council’s Improvement Plan, will be 
carried out in early 2004. 
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Status of our Audit & 
Inspection Annual Letter 
Our Annual Letter is prepared in the context of 
the Statement of Responsibilities of Auditors and 
Audited Bodies issued by the Audit Commission. 
The Letter is prepared by the Relationship 
Manager and is addressed to Members and 
officers. It is prepared for the sole use of the 
audited body, and no responsibility is taken by 
auditors to any Director or officer in their 
individual capacity, or to any third party. 

 

 

Closing remarks 
A copy of the Letter will be provided to all 
Members and will be presented to the Cabinet 
on 11 February 2004. 

Finally, I would like to take this opportunity to 
express my appreciation for the assistance and 
co-operation provided during the course of the 
work. Our aim is to deliver a high standard of 
audit and inspection which makes a positive and 
practical contribution which supports the 
Council’s improvement agenda. We recognise 
the value of your co-operation and support. 

 
 
 
 
 
 
Tim Watkinson 
District Auditor and Relationship Manager 
 
 
January 2004 
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A P P E N D I X  1  

Audit & Inspection reports issued during 2002/03 
 

 

Report Date issued 

Audit plan December 2002 

School improvement January 2003 

Supporting people March 2003 

Follow up review of Delayed discharge financial children’s 
placements and performance measurement 

March 2003 

Ethics workshop March 2003 

Arrangements for health scrutiny April 2003 

Overview of procurement arrangements July 2003 

People management for modern local government September 2003 

Communication concerning financial statements to those charged 
with governance 

November 2003 

BVPP and performance information November 2003 

Mental health services for older people – follow up December 2003 

Financial aspects of corporate governance December 2003 

CPA Scorecard December 2003 
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A P P E N D I X  2  

Auditor’s Report to Knowsley MBC on its Best Value 
Performance Plan for 2003/04 

Certificate 

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 

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. 

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. 

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 and, 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. 

Opinion 

Basis of this opinion 

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. 

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. 

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 
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legislation and statutory guidance and that the arrangements for publishing the plan complied with the 
requirements of the legislation and statutory guidance. 

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 

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 

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

Basis of recommendations 

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. 

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. 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. 

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. 

Recommendations 

On the basis of my audit work, there are no matters which I consider should be brought to your attention 

Recommendations on referral to the Audit Commission/ Secretary of State 

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. 

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: Tim watkinson       

Date:    18 December 2003. 

 


