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External audit is an essential element in the process of accountability for public 
money and makes an important contribution to the stewardship of public 
resources and the corporate governance of public services. 

Audit in the public sector is underpinned by three fundamental principles: 

• auditors are appointed independently from the bodies being audited; 
• the scope of auditors' work is extended to cover not only the audit of financial 

statements but also value for money and the conduct of public business; and 
• auditors may report aspects of their work widely to the public and other key 

stakeholders. 

The duties and powers of auditors appointed by the Audit Commission are set 
out in the Audit Commission Act 1998 and the Local Government Act 1999 and 
the Commission's statutory Code of Audit Practice. Under the Code of Audit 
Practice, appointed auditors are also required to comply with the current 
professional standards issued by the independent Auditing Practices Board.  

Appointed auditors act quite separately from the Commission and in meeting 
their statutory responsibilities are required to exercise their professional 
judgement independently of both the Commission and the audited body. 

 

 
 
 
 
 
 
 
 
 
 

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. 

Copies of this report 
If you require further copies of this report, or a copy in large print, in Braille,  
on tape, or in a language other than English, please call 0845 056 0566. 
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Key messages  
1 The Council has continued to make significant and sustained improvement 

across a wide range of key services, including education, social services, benefits 
and community safety.  

2 By working in partnership with other agencies, the Council has a good focus on 
improving the quality of life for its residents, and has had some success, in terms 
of improved job opportunities and reduced crime. The Council is providing value 
for money to taxpayers and there are robust procedures in place for challenging 
and monitoring value for money at the local level.   

3 The Council has plans to secure further improvement, including a detailed set of 
targets and anticipated outcomes. The Council has recognised that further 
improvements are needed in some areas, including waste recycling, educational 
attainment and the health and well-being of the community. 

4 The governance arrangements within the Council are generally sound. Financial 
standing is strong and the arrangements for preparing and publishing the 
financial statements are good and improving. The Council has recognised that 
financial reconciliation processes need to be strengthened and is reviewing its 
human resources policies. 

5 There are challenges for the Council as it moves forward with a new Chief 
Executive and a restructured management team and with a re-focused Corporate 
Plan. These challenges are around continuing to improve the life chances for 
residents, and directing resources in the areas of greatest need. 

6 The Council recognises that the Local Area Agreement will provide an opportunity 
to progress this agenda. There has been a positive drive from the Council to use 
the initiative to help secure a more outward and ‘joined up’ approach to service 
delivery, focusing on outcomes rather than funding mechanisms. We will continue 
to work with the Council to support further development of the LAA into other 
areas consistent with the Council’s vision for the area. 

Action needed by the Council 
7 The key actions which the Council needs to take are: 

• work more effectively with partners to secure better outcomes and improved 
public satisfaction from the measures being implemented to tackle anti-social 
behaviour and youth offending; 

• make faster progress in improving the qualifications and employability of the 
borough's residents; and 

• continue to focus on implementing a systematic and consistent approach to 
engaging with and meeting the needs of diverse communities and  
hard-to-reach groups. 
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Audit responsibilities in the year 
8 The responsibility for the Council's external audit transferred from the Audit 

Commission to PricewaterhouseCoopers (PwC) during 2005. The audit activity in 
the year was undertaken by the Audit Commission and PwC in accordance with 
the handover agreement. 

9 Specifically PwC has been responsible for the CPA Use of Resources 
judgements, the audit of the performance indicators and limited work in relation to 
grant claims. The conclusions in this letter in relation to these aspects are drawn 
from the work and findings of PwC.  

10 The Audit Commission have worked closely with PwC during this year to ensure 
as smooth a handover as possible and I know that PwC is grateful for the 
assistance provided by the Council to the new audit team. 
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Performance 

CPA scorecard 
11 The CPA scorecard and Direction of Travel summary statement was published on 

15 December 2005 and shows Knowsley to be 'improving well' and recognises 
the Council as a top performing four-star authority.  

Table 1 CPA scorecard 
 

Element Assessment 

Direction of Travel judgement Improving well 

Overall 4 star 

Current performance 
Children and young people 
Social care (adults) 
Use of resources 
Housing 
Environment 
Culture 
Benefits 

Out of 4 
4 
3 
3 
3 
3 
3 
4 

Corporate assessment/capacity to 
improve  

 4 out of 4 

(Note: 1=lowest, 4=highest) 

12 The CPA judgements this year have been made using the revised methodology: 
CPA - the harder test. As the title implies, CPA is now a more stringent test with 
more emphasis on outcomes for local people and value for money. We have also 
added a new dimension, a Direction of Travel judgement, that measures how well 
the Council is improving. Under the new framework the Council is improving well 
and its overall CPA category is four-star, the top level of performance. 
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Direction of Travel report 
13 The Council continues to make improvements in its priority areas and its overall 

performance trends continue to be positive. Performance indicators show an 
average 10 per cent improvement in each of the last two years and 60 per cent of 
PIs improved in the last financial year. Improvement has been strong in the lower 
performing areas with over two thirds of performance indicators in the bottom two 
quartiles have improved. 

14 The Council continues to have good arrangements in place to manage 
performance and current projections are that around 60 per cent of performance 
targets are due to be met. Action to address areas that are underperforming are 
clearly identified and tackled. 

15 Public satisfaction ratings have improved across a wide range of services and, 
although overall satisfaction with council services has declined somewhat over 
the last three years, many residents think the Council has got better at running 
things. There are important areas to improve in terms of public satisfaction such 
as anti-social behaviour.  

16 Improving educational outcomes is an important local priority. The Council’s 
provision for children and young people is strong and the annual performance 
assessment highlighted a number of strengths. The Council received the top-level 
judgement for its children and young people’s service and the social care element 
of this was also at the top level, a further improvement from the previous year. 
Good progress continues to be made although it is recognised that there is still a 
distance to travel in a number of areas. Particular achievements have been 
recorded in respect of attainment at key stages, improving attendance levels and 
addressing surplus places in primary and secondary schools. There are areas to 
improve including a continuing push around educational attainment and 
attendance, youth offending and the quality of youth service provision.  

17 There have been continuing improvements in adults’ social services and the 
Council continues to serve most people well. Delayed discharges have been 
reduced and the decline in the number of older people helped to live at home has 
been stemmed. The annual performance assessment commented on the benefits 
of the integrated management, pooled budgets and commissioning 
arrangements. The Council has made good progress in addressing its priorities 
for improvement, including the completion of a mental health strategy for older 
people. Areas to tackle in the next year include waiting times for assessments for 
older people and adults with learning disabilities. 

18 Housing services have improved in recent years. A re-inspection of the 
homelessness and housing advice service earlier in the year highlighted a range 
of improvements. The re-inspection increased the rating from fair to good as a 
result of a sustained and strong focus on the improvement plan drawn up in 
response to the previous inspection. There have been further improvements in 
relation to strategic housing and the housing strategy has now been assessed as 
being ‘fit for purpose’.  
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19 An inspection of the Council’s supporting people programme assessed services 
as being fair. Strengths include good user involvement and a strong approach to 
diversity. There is a robust methodology for service reviews and eligibility and 
accreditation, with a clear focus on value for money. The inspection highlighted a 
number of areas to improve including the promotion and publicity of services and 
access to information and advice which is variable.  

20 Significant improvements to the benefits service have been made. The service 
has now been assessed as ‘excellent’. The Council has met many of the key 
criteria for benefits services and meets or exceeds standards for processing 
claims, security and user focus. 

21 The quality of the local environment is an important priority for the borough and 
there are high levels of satisfaction for refuse collection services and the 
standards of cleanliness. Improvements have been made to recycling provision 
which is important as levels of recycling continue to be low. Planning 
performance continues to be strong and an increasing number of developments 
are on brownfield sites. 

22 The Council continues to work well with partners on wider community outcomes. 
Inward investment and the work around regeneration continue to make an 
impact. Incomes are rising, unemployment rates have fallen and the number of 
new jobs and new business start-ups has grown. There has been a rise in the 
number of people who are economically active but Knowsley continues to be well 
below regional and national averages in this respect. The number of people 
without formal qualifications is also twice the level of regional and national 
averages with some 30 per cent of the population with no formal qualifications. 

23 Community safety continues to be an important priority in the borough and there 
have been falls in crime levels over recent years. However, there remain 
challenges as small increases were recorded in the number of burglaries, 
robberies and thefts from motor vehicles. Violence against the person also 
increased. There is also much to do around anti-social behaviour as the last 
residents’ survey showed that 80 per cent of residents felt that vandalism is a 
problem and 78 per cent think that teenagers hanging around on the streets are a 
problem. 

24 The Council performs well in terms of value for money. The Council has made 
significant progress in service delivery over the last few years with continuous 
performance improvement in many areas, including education, social services 
and regeneration. The Council has robust procedures in place for challenging and 
monitoring value for money at the local level.   

25 Knowsley attracts significant levels of external funding due to high levels of 
deprivation which is reflected in the high spending across services. Whilst 
significant service improvement is evident from this investment, greater cost 
comparisons with other authorities, would enable the Authority to more robustly 
challenge its performance. 
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26 The Council continues to be committed to improving access to services through 
technology. Call centres, one-stop shops and the website are of a high standard 
and contribute to the range of options for local people to access services. 
However, the Council has not evaluated the impact of all of its investments and 
so it is difficult to assess the benefits to local people and whether key social 
inclusion aims have been met. 

27 The e-government development programme is continuing and there are 
investments in place to deliver better services such as a customer relationship 
management (CRM) database to help improve its services to local people and a 
range of business process re-engineering (BPR) projects are planned.  

28 Ensuring that new services meet the needs of users is essential and whilst there 
are examples of good practice informing past developments, the Council needs to 
review current and future arrangements to inform future developments. Outputs 
from consultation and information gathered from the various consultation 
exercises do not explicitly feed into the corporate e-government development 
plans. This will ultimately impact on the Council’s ability to achieve its own stated 
aim of ‘excellent access to services’ because it is missing out on the opportunity 
to maximise its intelligence gathering processes. 

29 The corporate assessment carried out in 2004 highlighted a number of strengths 
in the Council’s arrangements. It commented that the Council has clear and 
realistic ambitions which are underpinned by clear and robust delivery plans and 
targets.  

30 Performance management is driven from the top to individual staff and regular 
reporting instils a culture of monitoring, evaluating and challenging of 
performance. Strong financial management is supported by risk management.  

31 The Council has developed a robust improvement plan for 2005/06, clearly linked 
to corporate priorities, as part of its agreed Corporate Plan for 2005 to 2008. This 
includes a detailed set of targets, outcomes and milestones and identifies a range 
of actions to be put in place over the next year. These include improvements in 
human resource management, managing sickness absence and improving the 
approach to equality and diversity.   

32 Other improvements to corporate arrangements include strategic scrutiny, 
performance management and corporate policy service. Value for money remains 
high on the agenda as the Council seeks to deliver corporate efficiency savings 
and implement strategic procurement.   

33 Further improvements are planned in relation to the integration of children’s 
services and the further development of the arrangements around health and 
social care. The supporting people inspection and the adults’ and children’s 
annual assessments judged Knowsley to have ‘excellent prospects’ for 
improvement.  
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34 The Council was selected as one of the two Pathfinders in the North West Region 
for the Local Area Agreement (LAA) initiative promoted by the government. There 
has been a positive drive from the Council to use the initiative to help drive a 
more outward and ‘joined up’ approach to service delivery, focusing on outcomes 
rather than funding mechanisms. We will continue to work with the Council to 
support further development of the LAA into other areas consistent with the 
Council’s vision for the area. 

Performance information 
35 PwC confirm that the Authority has met the BVPI requirements and, in particular, 

would like to highlight the good quality of working papers. The Council was 
required to submit 126 BVPIs together with a number of non-BVPI CPA 
indicators. Several corrections were required to BVPIs but none were subject to 
audit reservation and overall working papers were of a good standard. Regarding 
the non-BVPI CPA indicators two culture indicators relating to stock in public 
libraries were subject to reservation and several others were amended. PwC will 
discuss with relevant officers in advance of the 2005/06 audit of BVPIs, 
suggestions for further strengthening the internal quality control arrangements 
surrounding the preparation of BVPIs. 

36 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. PwC carried out an audit of the Council's best value 
performance plan in accordance with the Act and did not identify any matters to 
report. 

Working with other inspectorates and regulators 
37 An important aspect of the role of the Relationship Manager is to work with other 

inspectorates and regulators who also review and report on the Council’s 
performance. These include: 

• Ofsted; 
• Commission for Social Care Inspection (CSCI); 
• Benefit Fraud Inspectorate (BFI); 
• DfES; and 
• Local Government Office contact. 

We share information and seek to provide ‘joined up’ regulation to the Council.  
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Accounts and governance 
We have given your accounts an unqualified audit opinion. 

Your overall corporate governance arrangements are sound in most key areas, 
however priority still needs to be given to ensuring that there are robust 
arrangements for reconciling key financial systems with the main accounting 
system and policies, for example, keeping key human resource policies  
up-to-date. 

Audit of 2004/05 accounts 
38 We gave an unqualified opinion on the Council’s accounts on 5 October 2005.  

39 The published accounts are an essential means by which the Council reports its 
stewardship of the public funds at its disposal and its financial performance in the 
use of those resources. Members approved the Council’s annual accounts on  
30 June 2005. However, due to an error by the Merseyside Pension Fund in 
submitting pension data to the Actuary, retirement costs were understated by 
£2.6 million requiring the accounts to be re-approved by members on  
27 July 2005. 

40 In last year’s Annual Audit and Inspection Letter, we emphasised that timeliness 
in producing the accounts will become increasingly important over the next few 
years as the deadline for completion of the accounts is brought forward in line 
with the Government’s requirement. The Council has performed well in meeting 
the requirements a year early and is well-placed to continue to bring forward 
closure targets for future years. 

41 In recent years we have drawn members’ attention to difficulties experienced by 
finance staff in reconciling some financial systems with the main accounting 
system. Progress has been made, however, the sundry debtors control account 
remained unbalanced at 31 March 2005. The reconciliation difference of  
£1.6 million represents a historic imbalance between debts shown on the 
accounts receivable system and the general ledger. Senior finance staff are 
seeking to understand and resolve this difference and maintain robust procedures 
moving forward. We understand that there are plans in place to resolve this issue 
by 31 March 2006. 

Financial standing 
42 The Council’s financial standing continues to be good. General fund spending 

remains within budget and the general balances of £4.5 million at 31 March 2005 
are reasonable and in line with the Council's projections. Reserves increased by 
45 per cent during 2005 to £24 million and the usable capital receipt reserve 
balance stands at £10 million.  
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43 The mid-year budget monitoring report for 2005/06 forecasts a year-end surplus 
of £1.7 million. However, the October 2005 ‘Medium-Term Financial Plan’ 
highlights the importance of not making key ongoing services dependent on  
time-limited external funding sources. The report also highlights several important 
emerging budget pressures, including possible revision to the Revenue Support 
Grant, and highlights that the need to bridge funding gaps in the Local 
Government Pension Scheme could cost the Authority £1.5 million in 2005/06 if 
the Government does not revise national regulations. The report models three 
scenarios (high, medium and low) over the next three years, all of which forecast 
deficits and both members and officers will need to continue to work closely 
together to maintain the stable financial position. 

44 There was a shortfall of some 25 per cent in the delivery of the capital 
programme in 2004/05. Plans are in place to help members more effectively 
monitor progress in delivering annual capital programmes.  

45 The Authority has shown a sustained improvement in council tax and National 
Non-Domestic Rate (NNDR) collections. A new core system installed in 2002/03 
is now operating effectively, and more rigorous recovery procedures have been 
implemented. The Authority has introduced a paperless direct debit payment 
system and made it permissible to pay council tax over more instalments by 
direct debit. The effect of these changes is that collection performance has 
improved in recent years as shown in the table below. 

Table 2  
 

 2002/03 2003/04 2004/05 

BVPI 9 – Council Tax Collections 94% 96% 96.82% 

BVPI 10 – NNDR Collection Rate 94.2% 98.7% 98.85% 

 

46 Despite the improvement in collection performance, there has been small 
increase in council tax and non domestic rate arrears at 31 March 2005 
compared with the position a year earlier.  

Systems of internal financial control 
47 The overall control framework is sound and is reviewed and supported by an 

effective Internal Audit function. The Statement of Internal Control approved by 
the Governance and Audit Committee in June 2005 was the first of its type and 
met the overall requirements. Officers are aware of the need to ensure that the 
review process is continually improved. 
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Standards of financial conduct and the prevention 
and detection of fraud and corruption  

48 We have not identified any significant weaknesses in your arrangements to 
prevent and detect fraud and corruption. There were no investigations by the 
Standards Board for England and Wales into members conduct and no 
complaints to the Ombudsman that found against the Council. Members will be 
aware of the fraud identified by officers early in 2005 in relation to the 
arrangements for collecting and accounting for market income. This matter has 
been thoroughly investigated by Internal Audit and remedial action has been 
taken to address the staff misconduct issues and to implement improved financial 
controls. 

Legality of transactions 
49 The Council's overall arrangements for ensuring the legality of its significant 

financial transactions are robust. However, early in 2005 we had discussions with 
the Leader of the Council and some chief officers regarding the Council's early 
retirement policy and the processes for exercising discretion in relation to 
individual retirement cases. The main issue in discussions was whether the early 
retirement policy was up-to-date and the extent to which its application allowed 
the proper exercise of discretion. In terms of the early retirement cases that were 
the subject of our audit, we were satisfied that appropriate consideration of 
individual cases had been given by the Employment and Appointment 
Committee. However, we agreed with the Director of Corporate and Customer 
Services that the early retirement policy would be reviewed, and this is now being 
progressed. 

Use of resources judgements 
50 The use of resources assessment is a new assessment which focuses on 

financial management but links to the strategic management of the Authority. It 
looks at how the financial management is integrated with strategy and corporate 
management, supports council priorities and delivers value for money. It will be 
carried out annually, as part of each council's external audit. For single tier and 
county councils, the use of resources assessment forms part of the CPA 
framework. 

51 PwC completed its assessment of the Council's use of resources in accordance 
with the Audit Commission's methodology and guidance. The results were 
subject to PwC and Audit Commission quality assurance arrangements designed 
to ensure compliance with methodology and guidance and to promote 
consistency of assessment between appointed auditors. 
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52 For the purposes of CPA the Council’s arrangements for use of resources have 
been assessed in five areas. 

Table 3  
 

Element Assessment 

Financial reporting 
Financial management 
Financial standing 
Internal control 
Value for money 

3 out of 4 
3 out of 4 
4 out of 4 
3 out of 4 
3 out of 4 

Overall 3 out of 4 

1 = below minimum requirements - inadequate performance     

2 = only at minimum requirements - adequate performance     

3 = consistently above minimum requirements - performing well     

4 = well above minimum requirements - performing strongly 

53 The Council is well-managed and committed to delivering excellent services. The 
Council is performing consistently well across categories but is not complacent 
with current performance and is seeking to further improve. The Council is 
performing at a high level and is one of the best performing metropolitan 
authorities in the country. In reporting the findings to the Council, PwC identified 
areas that the Council could focus on to move to the next category. The 
significant areas are provided below but these are merely examples based on the 
Audit Commission’s Key Lines of Enquiry. Reaching a Level 4 performance is 
deemed a very high level of achievement and the overall achievement of Level 3 
should be seen as very positive. 

54 The key issues arising from the review of use of resources are as follows. 

• The Corporate Business Plan could be enhanced further to  incorporate a 
more robust stakeholder and partner consultation, provide links to capital 
investment plans and the revenue implications within the Medium-Term 
Financial Plan, include financial contingency planning and evidence of 
sensitivity analysis.  

• The Council could demonstrate links between financial performance and 
achievement of corporate objectives. This could be outlined in an annual 
report or summary financial statements to all stakeholders. 

• The efficiency savings included in Local Service Agreement budgets could be 
profiled during the year to enable analysis of performance against target. 
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• The Council’s risk management arrangements could be further enhanced by 
including opportunities as part of the strategic risk mapping exercise. The 
Authority could develop current performance monitoring and benchmarking 
activities to include greater comparison with others on the cost and quality of 
service delivery. 

• The Council could undertake greater assessment of the impact on users of 
the spending decisions made. 
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Other work 

Additional voluntary work 
55 Early in 2005, the Council requested the Audit Commission to perform some work 

outside of the requirements of the Code of Audit Practice. The objective was to 
provide the Council with information and related commentary to inform the 
decision-making process on the future of nursery provision within the borough. 
Our main findings were that surplus capacity across nurseries in the borough at 
30 per cent is high and predicted to increase. There is also a strong correlation 
between surplus capacity and cost per pupil with costs per pupil ranging from 
£957 in a school which is nearly full to £5,683 in a school where the surplus 
capacity is 77 per cent. The areas of the borough where capacity and cost 
pressures are greatest are Halewood and Prescott and Whiston. The findings 
have been presented to representatives of the Education and Culture Scrutiny 
Committee and Schools Forum and have contributed to work involved in 
determining the new formula for funding nursery schools and the refresh of the 
Statement of Implementation. 

Grant claims 
56 Responsibility for the certification of the Council's grant claims in the year was 

shared between the Audit Commission and PwC. In accordance with Strategic 
Regulation, a more risk-based approach to the certification of grant claims has 
continued to be implemented and the number of claims requiring audit continues 
to decline.  

57 Our testing of the Housing Benefit grant claim this year has identified a 
widespread problem with the award of single persons discount in the processing 
of Housing Benefit applications. This has been reported to the Department for 
Works and Pensions with our submission of the certified grant claim. The Council 
now intends to undertake an exercise to review the extent of the processing error.  
It is possible that a significant reimbursement to the DWP will need to be made. 

58 The Council’s arrangements for managing and quality assuring grant claims 
submitted for audit have improved in recent years. However, there are areas 
where improvement could be made including: 

• strengthening the arrangements for identifying and logging claims requiring 
audit; and  

• enhancing the quality assurance arrangements to help reduce the level of 
errors requiring correction at audit. 
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National Fraud Initiative 
59 In 2004/05, the local authority took part in the Audit Commission’s National Fraud 

Initiative (NFI). The NFI, which is undertaken every two years, aims to help 
identify and reduce fraud by bringing together data from NHS bodies, local 
authorities and government departments and other agencies, to detect a wide 
range of frauds against the public sector. These include housing benefit fraud, 
occupational pension fraud, tenancy fraud and payroll fraud as well as, new for 
2004/05, right to buy scheme fraud and providing new contact details for former 
tenants with arrears in excess of £1,000. The Council is thorough in its approach 
to reviewing matches, reporting outcomes and taking appropriate remedial action. 
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Looking forwards 

Future audit and inspection work 
60 PwC have an agreed plan for 2005/06 and we have reported in this letter those 

aspects that have already been completed. The remaining elements of that plan, 
including the audit of the 2005/06 accounts, will be reported in next year’s Annual 
Letter. The planned inspection work, together with that of other inspectorates, is 
included on both the Audit Commission and LSIF (Local Services Inspectorates 
Forum) websites.  

61 We have sought to ensure, wherever possible, that our work relates to the 
improvement priorities of the Council. We will seek to reconsider, with you and 
PwC, your improvement priorities in the light of the latest CPA assessment and 
your own analysis, and develop an agreed programme by 31 March 2006. We will 
continue to work with other inspectorates and regulators to develop a  
co-ordinated approach to regulation. 

62 Recently a major infrastructure project within Merseyside, Merseytram, has not 
proceeded as planned. Whether the tram scheme continues to be progressed or 
not there may be a number of lessons for Merseyside – and not just Merseytravel 
- about the way this scheme has developed. Merseytravel are seeking a judicial 
review of the Government's decision to withdraw £170 million funding. The High 
Court hearing will be held in late January 2006. We are considering the potential 
for undertaking a review across all Merseyside authorities to identify what, if any, 
wider lessons for joint working can be learnt from this experience. A decision on 
what, if any, further audit work may now be necessary will be taken following 
completion of the judicial review process. 

Revision to the Code of Audit Practice 
63 The statutory requirements governing our audit work, are contained in: 

• the Audit Commission Act 1998; and 
• the Code of Audit Practice (the Code). 

64 The Code has been revised with effect from 1 April 2005. Further details were 
included in PwC's Audit Plan which was presented to the Governance and Audit 
Committee in June 2005. The key changes include: 

• the requirement to draw a positive conclusion regarding the Council’s 
arrangements for ensuring value for money in its use of resources; and 

• a clearer focus on overall financial and performance management 
arrangements. 
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Closing remarks 
65 This letter has been discussed and agreed with senior officers. A copy of the 

letter will be presented at the Governance and Audit Committee early in 2006. 

66 The Council has taken a positive and constructive approach to our audit and 
inspection I would like to take this opportunity to express my appreciation for the 
Council’s assistance and co-operation.  

Availability of this letter 
67 This letter will be published on the Audit Commission’s website at  

www.audit-commission.gov.uk and also on the Council’s website. 

 
 
 
 
 

Tim Watkinson 
Relationship Manager and District Auditor 
January 2006 
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Appendix 1 – Background to this letter 

The purpose of this letter 
1 This is our Audit and Inspection ‘Annual Letter’ for members which incorporates the 

Annual Audit Letter for 2004/05, which is presented by the Council’s Relationship 
Manager and District Auditor The letter summarises the conclusions and significant 
issues arising from our recent audit and inspections of the Council and the work 
carried out by PwC to date on their 2005/06 audit. 

2 We have issued separate reports during the year setting out the findings and 
conclusions from the specific elements of our programme. These reports are listed at 
Appendix 2 for information. 

3 The Audit Commission has circulated to all audited bodies a statement that 
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 should be viewed in the context of that more formal background. 

4 Appendix 3 provides information about the fee charged for our audit and inspections. 

Audit objectives 
5 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 audit work has focused on your significant 
financial and operational risks that are relevant to our audit responsibilities.  

6 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 Figure 1. 

Figure 1 Code of Audit Practice 
Code of practice responsibilities 
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7 Central to our audit are your corporate governance arrangements. Our audit is then 
structured around the three elements of our responsibilities as shown below. 

Accounts 
• Opinion. 

Financial aspects of corporate governance 
• Financial standing. 
• Systems of internal financial control. 
• Standards of financial conduct and the prevention and detection of fraud and 

corruption. 
• Legality of transactions. 

Performance management 
• Use of resources. 
• Performance information. 
• Best value performance plan. 
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Appendix 2 – Audit reports issued 
Table 4  
 

Report title Date issued 

Audit Plan March 2004 

Building Schools for the Future - Initial Audit View 
on Proposed Accounting Treatment 

January 2005 

Achieving Improvement Through Partnerships - 
Health and Social Care 

January 2005 

Implementing E-government May 2005 

The Future Viability of Nursery Provision  May 2005 

Financial Aspect of Corporate Governance October 2005 

Grant Claims Processes October 2005 

Opinion on Accounts October 2005 

CPA Scorecard December 2005 

Matters Arising from Financial Statements Audit January 2006 
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Appendix 3 – Audit fee update 
Table 5  
 

Audit area Plan 2004/05 Actual 2004/05 

Accounts £70,000 £75,000 

Financial aspects of corporate governance £55,000 £60,000 

Performance  £91,000 £81,000 

Total Code of Audit Practice fee £216,000 £216,000 
Additional voluntary work (under section 35)  £11,000 

Total £216,000 £227,000 

Inspection fee update 
1 The full year inspection fee is £42,000. The work reported in this Audit and 

Inspection Letter has been funded by an element of the fee covering 2004/05 and 
by an element of the fee covering 2005/06. In both years the actual fee will be in 
line with that planned. 

 


