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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 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the 
Audit Commission explains the respective responsibilities of auditors and of the 
audited body. Reports prepared by appointed auditors are addressed to  
non-executive members or officers. They are prepared for the sole use of the 
audited body. Auditors accept no responsibility to: 

• any member or officer in their individual capacity; or  
• 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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Our overall summary 
1 This report provides an overall summary of the Audit Commission's assessment 

of the Council. It draws on the findings and conclusions from the audit of the 
Council, and from a wider analysis of the Council's performance and its 
improvement over the last year, as measured through the Comprehensive 
Performance Assessment (CPA) framework. 

2 The report is addressed to the Council, in particular it has been written for 
councillors, but is available as a public document for stakeholders, including 
members of the community served by the Council. 

3 The main messages for the Council included in this report are as follows. 

• The Council is improving well and delivering improvements in the majority of 
its priority areas.  

• Partnership working is effective and joined-up working at an operational level 
is contributing to improvements in quality of life for local people.  

• External assessments consistently rate the Council as performing at either a 
good or the highest level. 

• Good progress has been made to develop and implement plans to sustain 
future improvement.  

• There is a good awareness amongst senior officer and councillors of where 
future action needs to be focused. 

Action needed by the Council 
4 Key areas for action for councillors in particular to note are as follows. 

• Improve prioritisation by identifying fewer explicit priorities and being clear 
about what are not priorities. Ensure that priorities have clear outcomes and 
targets for improvement. 

• Progress the current considerations regarding the membership and the 
operation of the Governance and Audit Committee. 

• Improve relative costs in comparison with other councils to further increase 
value for money. 

• Continue to address areas of relatively poor performance such as sickness 
absence levels, recycling rates, vehicle crime and anti-social behaviour. 

• Demonstrate that work to improve services and quality of life at the local 
neighbourhood level is having an impact. 
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How is Knowsley MBC performing? 
5 The Audit Commission’s overall judgement is that the Council is improving well 

and we have classified the Council as four star in its current level of performance 
under the Comprehensive Performance Assessment. These assessments have 
been completed in all single tier and county councils with the following results. 

 

Figure 1 Comprehensive performance assessment (CPA) 
scorecard 2006 

Overall performance for this council 

    

 

Audit Commission 
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6 The detailed assessment for the Council is as follows. 

Our overall assessment - the CPA scorecard 

Table 1 CPA scorecard 
 

Element Assessment 

Direction of Travel judgement Improving well 

Overall 4 stars 

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

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

Corporate assessment/capacity to improve   4 out of 4 

(Note: 1=lowest, 4= highest) 

The improvement since last year - our Direction of 
Travel report 

7 The Council is improving well. By working effectively with partners it is making a 
significant contribution to improving the quality of life for local people. Services 
are improving in the majority of areas the Council has identified as priorities. 

8 Every child matters - the Council’s 2006 external assessment for children and 
young people concluded that the Council demonstrates continuous and sustained 
improvement across a range of services and performance measures. Knowsley is 
one of only seven councils across England to achieve the highest grade of 
‘outstanding’ in all assessment categories. This is a considerable achievement. 
Examples of positive achievements include: 

• a significant decrease in obese children aged four and five; 
• a large number of children have a recorded outcome in a programme of 

health education run by the youth and play service; 
• the Council has achieved Beacon status for its road safety education 

programme; 
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• improvements in educational attainment at all key stages, particularly GCSEs; 
and 

• a significant reduction in the number of first time entrants to the youth justice 
service and reductions in youth re-offending rates of 5 per cent. 

9 There are still some areas for improvement such as educational attainment. This 
has increased significantly over recent years but the Council’s performance is still 
low compared with similar authorities.  

10 Safer, cleaner, greener – progress in this area is mixed. There have been 
improvements in street cleanliness levels, abandoned vehicles are removed more 
quickly and more residents are satisfied with the cleanliness of the borough. 
Road safety has also increased.  

11 In the greener area, progress has not been so good. Despite Council initiatives 
recycling levels have only marginally improved in 2005/06 and the Council has 
failed to meet its government recycling target. Waste collected per head has also 
increased. The Council has worked hard to establish the reasons for slow 
progress and plans to use this information to help focus further action in 2007.  

12 Crime levels also increased in 2005/06 in a number of areas. Since then, 
concentrated efforts to reduce crime have been successful. Crime rates are now 
lower that they were in 2004/05 for all areas except vehicle crime and there have 
been significant reductions in violent crime between April and December 2006. 
This is still an area for continued focus, as crime levels are relatively high in 
Knowsley, with vehicle crime and anti-social behaviour being particular areas of 
concern. 

13 A healthy independent Knowsley – there is evidence of progress on health 
inequalities. Male life expectancy improved in 2005/06. Stop-smoking targets for 
2005/06 were also exceeded, with 1,324 Knowsley residents successfully 
supported to stop smoking. Reducing the incidence of cancer, coronary heart 
disease, respiratory disease and long-term limiting illness is still a major 
challenge, but these are long-term issues which may take many years to show a 
difference. For adult social care, the Council’s annual external review for 2006 
assessed it as performing at the highest level because the Council continues to 
demonstrate continuous year on year improvement and long-term sustainability. 
For example, high quality outcomes for older people have been achieved with 
increased availability of extra care housing and intensive home care. 

14 Prosperous Knowsley - there is good progress in this area. The employment 
rate increased in 2005/06 and there has been an increase in the number of jobs 
created in Knowsley. There is also evidence of a positive impact on the 
employment of disadvantaged groups through reductions in the numbers of 
incapacity and lone parent benefits claimed. The number of Council and private 
sector homes meeting decent standards has increased and the Council is on 
track to meet government targets in this area. 
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15 The Council is an effective community leader. It is helping to drive improvements 
to partnership working to make these fit for purpose to help drive sustainable 
long-term change. Key outcomes for improvement have been agreed by partners, 
with the majority of baselines and targets in place. There is an awareness of the 
future challenges in this area such as improved accountability and performance 
management arrangements and developing joined-up neighbourhood based 
delivery.  

16 Joined-up working is well established at an operational level in a number of areas 
which provides strong base for future improvement. The Council’s adult social 
care assessment highlighted the exceptionally high level of integrated services in 
Knowsley, which is much higher than has been achieved by similar councils. The 
Council has also won a Beacon award for its children's services which have been 
re-organised to provide integrated intervention and co-ordinated support to 
children in need. These are key reasons for the improvement in wider community 
outcomes highlighted above. 

17 The Council is working to develop services that meet the needs of all its diverse 
communities.  Both the children and young people and adults social care 
assessment identify how Council involvement with vulnerable groups such as 
service users and carers and the voluntary sector has influenced service 
development and led to better outcomes. Investments to improve access with 
developments to the call centre, one-stop shops, and the website have resulted in 
improvements to performance. However, clearer outcome measures and targets 
are needed for the Council to demonstrate these have achieved social inclusion 
aims.  

18 The Council’s has plans to develop its approach to equality and diversity and is 
aware where improvement is needed. For example, it has not yet met equality 
standard level 3, which was a target in 2006. The percentage of Council staff who 
have disabilities and are from black and ethnic minorities is also relatively low. 
During 2006, the Council has strengthened its capacity by investing significant 
extra resources into equality and diversity, agreeing a new policy and updating its 
strategy to include ambitious objectives to make improvements over the next five 
years. 

19 Performance measures show that Council services are improving and perform 
well compared to other councils, but that the rate of improvement could be faster. 
In 2005/06, the proportion of top performing indicators was 44 per cent which is 
significantly higher than for similar councils where the average is 28 per cent. 
However, the proportion of indicators improving was 60 per cent which is below 
the national average of 66 per cent. The Council has recognised the rate of 
improvement across services has been variable and that there is also scope to 
improve the proportion of targets met. In response, a new a traffic light scoring 
system has been implemented which focuses on why particular indicators are 
underperforming and identifying actions to improve performance. The new 
approach appears to be having an impact. For example, 10 of 17 indicators 
identified at risk of not meeting their targets earlier during 2006/07 are now on 
track to deliver.  
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20 Recent resident satisfaction results are generally encouraging. There have been 
increases in satisfaction in a number of areas such as planning, cleanliness, 
waste collection and libraries. The percentage of residents who think anti-social 
behaviour is a problem has reduced although it is still relatively high compared to 
other councils. There have been falls in satisfaction in some areas such as 
museums, galleries, theatres and concert halls. Overall satisfaction with the 
Council has decreased marginally but is still well above average. 

21 Progress has been made to develop and implement plans to sustain future 
improvement during 2006. For example: 

• the Council has revised its priorities for improving people’s lives and these 
now align with the priorities of the local strategic partnership; 

• many improvement issues identified in previous external assessment and 
inspections have been addressed or good progress made. For example, 
customer access, youth offending, housing and planning performance have 
all improved. The role of members in performance management has also 
been developed and there is evidence that results from consultation is fed 
into development plans and engagement with hard to reach groups has 
improved; 

• plans to improve performance management have been implemented and 
there is evidence that they are successful; 

• good progress has been made on the implementation of neighbourhood 
management during 2006. Area partnership boards have been established, 
area relationship managers appointed and draft area agreements have been 
developed for all six areas; and 

• the Council has successfully completed the restructuring designed to help the 
organisation become fit for purpose to deliver its new priorities and new ways 
of working. It has clear plans to further enhance capacity; for example, the 
development of a programme and project management framework, the 
delivery of a workforce development strategy and further development to 
neighbourhood management to assist delivery at the local level. 

22 Key areas for improvement which the Council recognises and is planning to 
address are to: 

• translate the Council’s overall vision into explicit outcome focused ambitions 
and targets in all areas; 

• improve prioritisation. Priorities have been identified but they are very broad 
and all encompassing. The Council needs to identify fewer explicit priorities 
for improvement, be explicit about what are not priorities and ensure that 
priorities drive resource allocation;  

• revise the corporate plan and performance management processes to fit with 
the new outcome framework, targets and priorities; 

• ensure service performance targets are sufficiently robust and challenging; 
• Continue to address areas of relatively poor performance such as sickness 

absence levels, recycling rates, vehicle crime and anti-social behaviour; 
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• demonstrate that neighbourhood management is having an impact. In order 
to do this, plans to identify priorities for improvement for each of the six local 
areas, develop robust targets for improvement and establish local 
accountability and performance management frameworks need to be 
progressed; and 

• deliver the workforce development strategy. This includes implementing equal 
pay arrangements for Council staff. The Council not yet been achieved this 
and has not met the government deadlines of April 2007. 

Work of Other Inspectorates 
23 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. Relationship Managers share information and seek to provide 
‘joined up’ regulation to the Council. During the last year the Council has received 
the following assessments from other inspectorates. 

 

BFI (Benefits Fraud Inspectorate) 
24 BFI’s annual assessment of the Council’s benefits service is as follows. 

Table 2 BFI Performance Standards scores 2006 
Theme 2006 

Claims Administration 4 

Security 4 

User Focus 4 

Resource Management 4 

Overall Score 4 = (Excellent) 

BFI Analysis 2006 

25 The overall score of 4 from the BFI is used to determine the CPA score for 
‘Benefits’ as shown in the CPA scorecard at Table 1 above. 
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CSCI (Commission for Social Care Inspection) 

26 CSCI’s annual assessment of the Council’s services for adults is as follows 

Table 3 CSCI ratings 2006 
Star Rating Service score Capacity to improve services 

 Overall serving people well Excellent 

www.csci.org.uk 

27 CSCI’s rating for the Council’s adult services is used to help determine the CPA 
score for ‘Social care (adults)’ as shown in the CPA scorecard at Table 1 above. 

 

Ofsted Office for Standards in Education (OFSTED) 
28 OFSTED has worked jointly with CSCI in carrying out the annual assessment of 

the Council’s children’s services and have graded the Council as follows: 

Table 4 OFTED Assessment 2006 
Aspect of assessment Grade awarded 

The contribution of the Council’s children’s services in 
maintaining and improving outcomes for children and 
young people 

4 

The Council’s overall capacity to improve its services for 
children and young people: 

4 

The of contribution the Council’s social care services in 
maintaining and improving outcomes for children and 
young people 

4 

 

29 OFSTED’s ratings for the Council’s children’s services are used to help determine 
the CPA score for ‘Children and young people’ as shown in the CPA scorecard at 
Table 1 above. 
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Financial management and value for 
money 

30 Your appointed auditor has reported separately to the Governance and Audit 
Committee on the issues arising from the 2005/06 audit and has provided: 

• an unqualified opinion on your accounts; 
• a conclusion on your value for money arrangements to say that  these 

arrangements are adequate; and 
• a report on the Best Value Performance Plan confirming that the Plan has 

been audited. 

31 The findings of the auditor are an important component of the CPA framework 
described above. In particular, the Use of Resources score is derived from the 
assessments made by the auditor in the following areas. 

• Financial Reporting (including the preparation of the accounts of the Council 
and the way these are presented to the public). 

• Financial management (including how the financial management is integrated 
with strategy to support council priorities). 

• Financial Standing (including the strength of the Council's financial position). 
• Internal Control (including how effectively the Council maintains proper 

stewardship and control of its finances). 
• Value for money (including an assessment of how well the Council balances 

the costs and quality of its services). 

32 For the purposes of the CPA, your auditor has assessed the Council’s 
arrangements for use of resources in these five areas as follows. 

Table 5 Knowsley’s arrangements 
Element Assessment 

Financial reporting 
Financial management 
Financial standing 
Internal control 
Value for money 

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

Overall assessment of the Audit Commission 3 out of 4 

(Note: 1=lowest, 4=highest) 
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33 The Council has again shown its commitment to delivering excellent services.  
Our overall use of resources assessment concluded that the Council is 
performing consistently above minimum requirements and is one of the better 
performing metropolitan authorities in the country. This achievement was also 
reflected in the Council’s 2006 benefits inspection and Children’s Annual 
Performance Assessment for which it received the highest possible ratings. 

34 Despite the high achievement, the Council continues to strive for improvement 
and a number of initiatives demonstrate this commitment including further 
challenge through the enhancement to the role of scrutiny, and, the introduction 
of the Service Review Model which seeks to drive greater value for money. 

35 The Council performs strongly and demonstrates good practice in the areas of 
financial standing and internal control. Financial standing strengths are evidenced 
through the monitoring and scrutiny of reserves and financial health indicators 
and the involvement of portfolio holders in this process.  

36 Internal Control moved from an overall ‘3’ rating in 2005 to a ‘4’ in 2007. This was 
achieved through a robust assurance framework and risk management strategy, 
a strong counter fraud culture and recognition of notable practice in each of these 
areas. 

37 An element within the heading of internal control is the function of the 
Governance and Audit Committee. As members, will recognise this is a new 
Committee for Knowsley and generally for local authorities as a whole.  We are 
aware that the Council is considering membership and the way in which the 
Committee operates within Knowsley MBC. We would very much like to assist the 
Committee in moving forward using our experience and that of CIPFA. 

38 The key area for improvement in the Use of Resources Assessment is within the 
Financial Reporting theme which received an ‘adequate’ rating. The areas for 
improvement were identified during our year-end audit of the financial statements 
and relate to the preparation of accounts and supporting working papers.  We 
provided recommendations in our ISA 260 Report presented to the Governance 
and Audit Committee in September 2006. Our key recommendation was that the 
Council undertake a thorough review of the need to use spreadsheets in pulling 
together the financial statements and, where considered necessary, that a robust 
review should take place in order to reduce the risk of misstatement.   

39 The Council continues to perform well in area of value for money theme although 
there remains scope for improvement in the comparison of costs with others 
which the Council must demonstrate to be considered among the best. This may 
be assisted through the implementation of the Service Review Model. 

40 In the period from June to October 2006, we undertook a Single Status review to 
consider the Council’s progress towards completion of the National Joint Council 
Job Evaluation scheme in the required time frame, compare progress against that 
made by other local authorities and assess the Council’s approach to managing 
the risk.  Our review considered whether Knowsley had appropriate project 
management, communication and knowledge sharing mechanisms in place to 
manage the delivery of the scheme as well as any consequent financial impact.   
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41 We found elements of good practice such as local engagement with other 
Merseyside authorities and early engagement of the trade unions and staff 
members. We noted that whilst it was unlikely that the process would be 
completed in its entirely by the deadline of 1 April 2007, the Council had taken 
steps to ensure the project was delivered properly rather than rushing to meet the 
deadline and thereby failing to manage the process effectively.  We also helped 
to compare progress with other authorities and illustrated that Knowsley was one 
of a large proportion of authorities that were unlikely to fully resolve this process 
by April 2007.  

42 Whilst recognising that the process of Job Evaluation was ongoing, we made a 
number of recommendations and points for consideration that were reported to 
the Borough Treasurer in October 2006. Since the issue of our report we 
understand that the Council plans to recommence formal negotiations with the 
trade unions in March 2007 and is aiming for agreement with all staff by  
1 April 2008. 

43 Our 2005/06 Audit Plan also included work on the Council’s Waste Strategy 
following the identification of risks relating to the financial consequences of the 
transfer of the levy to tonnage disposed and not meeting waste management 
recycling targets. This work was delayed at the request of the Council and  
revised terms of reference was agreed in December 2006.  We are currently 
finalising our draft report and will present the final report to the Scrutiny 
Committee. 

Merseytram 
44 We are working with Merseytravel and the district councils across Merseyside to 

understand the circumstances which led to £70m being spent on the Merseytram 
project with no tangible benefits. There appears to be little prospect of this tram 
system being built in the near future. We shared our draft summary of findings 
with Merseytravel and senior officers in all the Merseyside councils in  
December 2006. At that stage the purpose of the report was to enable the key 
players to agree our summary. 

45 We will shortly conclude our work to consider the events and decisions in the 
development and financing of the tram scheme including identifying whether 
there are any lessons to be learned to ensure the success of future Merseyside 
wide projects. We anticipate sharing a draft report setting out our findings and 
conclusions with Merseytravel alongside a 'learning the lessons report' with all 
councils before Easter. 
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Conclusion 
46 This letter has been discussed and agreed with senior officers. A copy of the 

letter will be presented at the Governance and Audit Committee on 24 April 2007. 

47 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 
48 This letter will be published on the Audit Commission’s website at  

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

 

 

 

Gill Orme 

Relationship Manager 

 

March 2007 


