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Status of our reports 
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 
directors/members or officers. They are prepared for the sole use of the audited body. 
Auditors accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party.  
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Audit update 
Introduction 
1 The purpose of this paper is to provide the Audit and Governance Committee with a 

report on progress in delivering our responsibilities as the Council’s external auditor. 
This update also seeks to highlight key emerging national issues and developments 
which may be of interest to members of the Committee.  

2 At the end of this update there are a number of questions which the Audit and 
Governance Committee may wish to consider in order to ensure that it has received 
sufficient assurance on the emerging issues. 

Audit coverage and inputs 

Reporting the 2008/09 audit 
3 Since the last Statement of Audit Progress we have finalised our 2008/09 audit and 

delivered all required outputs. The Annual Audit & Inspection Letter (AA&IL) was 
agreed with the Council in December 2009 and presented to the Audit & Governance 
Committee in January 2010. Our Comprehensive Area Assessment (CAA) judgements 
and scores were published in December 2009. The outputs (the AA&IL and CAA 
judgements) are available on the Audit Commission website for Cannock Chase 
District Council and all other audited bodies. 

4 We certified a number of grant claims relating to 2008/09. Our findings, conclusions 
and recommendations for each grant claim were agreed with Council officers before 
they were submitted. We have summarised our work in a summary report which is 
presented to this committee meeting.  

Planning for 2009/10 
5 We have continued to monitor the Council’s performance and update our on-going risk 

assessment which supports the work we are required to undertake to provide our 
opinion and VFM conclusion. We have also met with the Chief Executive and other key 
Officers to share our findings / judgements and ensure that we continually update our 
understanding of the Council’s performance and the risks it faces.  

6 There are no proposed changes to the 2009/10 Audit fee as a result of our on-going 
risk assessment. 

Opinion work 
7 We will prepare a detailed opinion plan, setting out the work required to enable us to 

gain sufficient assurance for our opinion, which we will agree with the Head of 
Financial Management and present to the next Audit & Governance Committee. 



Audit update 

 

Cannock Chase District Council 4
 

8 Whilst many of the risks are on-going, we consider that financial performance is a 
greater risk within the current economic climate and so are currently planning some 
specific work in this area. Due to the volatility of the economic climate and in 
agreement with the Chief Executive, the nature of this work is still being confirmed and 
will be agreed with Officers before substantive work is undertaken.  

9 Once complete, we will present a summary report to the Audit & Governance 
Committee. This work will also support our VFM conclusion in relation to the Financial 
Management criteria. 

Use of Resources / Managing Performance work 
10 Our Use of Resources (UoR) and Managing Performance work in 2008/09 identified 

that the evidence provided by the Council supported performance at a level 2. 
However, discussion with Senior Officers identified that elements of level 3 
performance were present. It was agreed the Council would need to provide more 
robust examples of outputs and outcomes against the assessment criteria in 2009/10 
to enable any increase in its scores.  

11 It was agreed that we would undertake a workshop with Senior Officers to support the 
preparation of the Council's self assessment and ensure that strong examples of 
outcomes from all departments were identified and presented effectively in the 
corporate self assessment(s) to maximise any scores we are able to award. 

12 The workshop was delivered on 12 February and attended by a number of key Senior 
Officers. Overall it was considered a productive session and Council staff identified a 
number of potential case studies which could be developed into robust examples for 
the self assessment. This will be supported by the corporate refresh of the Corporate 
Development Plans which has been on-going since the New Year.  

13 Our on site interviews will be conducted in March and further evidence will be 
considered until the deadline for submission of indicative judgements in May 2010. 
This timetable has been agreed with Council Officers. 

Questions received by the Auditors 
14 We have received a number of questions from members of the public and Councillors 

regarding the activities of Cannock Chase District Council since our appointment in 
2008.  

15 We received three questions from the public in 2008/09. These have been addressed 
and no issues were material to the opinion on the financial statements.  

16 We received a question in August 2009 relating to the Chairman's Civic Committee 
and expenditure relating to the Chairman's Annual Fundraising Ball. We have 
undertaken initial investigations with the Council and have been informed that the 
Council is providing information to answer these questions directly to the Councillor. 
Once the Council has provided this information we will confirm that this issue is closed.  

17 We have recently received two questions from the public relating to the 2009/10 
financial statements. We are at the early stages of our work and at this stage there is 
no information to report. 
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18 We are also in discussions with a Councillor with regard to a series of questions. 
Again, we are at the early stages of our enquiries and so there is no information to 
report at this stage. 

19 All work to address these questions is in addition to the Audit Plan agreed at the start 
of the year and so additional fees will be raised to cover the costs of our work. We 
have discussed this with the Head of Financial Management and have made him 
aware of our initial time input and therefore indicative indication of costs for this work. 

Planning for 2010/11 
20 We have provided the Council with an indication of its Audit Fee for 2010/11 to support 

its budgeting process. However, we will undertake more detailed planning once our 
2009/10 opinion work is complete and provide a detailed Audit Plan for 2010/11 setting 
out the work required to enable us to provide our opinion and VFM conclusion.  

Working with Internal Audit 
21 We placed reliance on several pieces of work undertaken by Internal Audit for 2008/09. 

We also liaised with them to support some of our other testing for the opinion.  

22 We will continue to work with Internal Audit for 2009/10. We had a planning meeting in 
November 2009 to agree the assurance we can take from the 2009/10 audit 
programme. This will minimise duplication and provide a streamlined service for the 
Council.  

23 We have also provided our initial observations of the Internal Audit programme for 
2010/11 and plan to continue the level of reliance we place on their work. 

Conclusion 
24 We are on target to deliver the opinion within the national timetable. We will also 

deliver all work within the audit plan to the agreed deadlines as set out in Appendix 1. 
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Other matters of interest 
National Reports 

Under Pressure 
25 Councils face the challenge of an ageing population as public spending reduces. This 

report says most councils do not know enough about the costs of their ageing 
population. They may also miss the savings that could flow from preventive services 
and better work with other organisations.  

26 Local authorities already need to make billions of pounds of extra savings by 2013/14 
because of inevitable cuts in public spending. But councils’ costs will increase if they 
do not plan carefully as the number of older people increases each year. 

27 The increase in the number of older people will affect all councils (not just those with 
social care responsibilities or housing services), the NHS and the police. But there are 
steps councils and others can take to plan and make better use of public money. 

28 Under Pressure includes challenge and review questions for councils to use to help 
them focus on the challenges of an ageing population. These questions focus on 
finance, strategy and data. You may wish to use these questions in your discussions 
with audited bodies. 

Other information 

District Council financial health checker 
29 An Audit Commission online service that allows councils to check and compare their 

financial performance now includes data for England's 201 district councils. 

30 The Local Government Ratios Tool has proved a popular ready reckoner so far with 
150 county and single tier councils. The Commission introduced it alongside the 
national report 'Summing Up' a review of financial management in local government 
2005-2008 published last April.  

31 The Commission's MD Audit, Martin Evans, explains: 'In business there is, of course, a 
focus on the bottom line. Private companies use profit margin as a quick indicator of 
their financial health. But in local government, where profit isn't the motive, we need to 
use other measures to check financial health. So, we've distilled the accounts of 
England's councils into five indicators based on financial ratios. We don't claim they tell 
the whole story, but they do provide a reckoner that councils have already found 
accessible and helpful for their financial planning.' 
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32 The tool calculates: 

• Working capital - the ratio between a council's assets and its current liabilities.  
• Usable reserves - capital and revenue reserves as a share of expenditure  
• Long-term borrowing - as a share of tax revenue  
• Long-term assets - in relation to long-term borrowing  

33 These calculations are not, in themselves, indicators of good or poor financial 
performance, as they reflect local challenges and decisions. But over time they do 
allow similar councils to make comparisons and identify common trends and 
movements. 

International Financial Reporting Standards (IFRS) 
34 Local authorities will prepare financial statements based on IFRS under the new Code 

of Practice on Local Authority Accounting for 2010/11. Countdown to IFRS reports 
local government's progress and highlights the need for authorities to take action now. 
Several milestones towards implementation have already passed, but the timetable 
can be met, if authorities take the right steps now. 

35 Countdown to IFRS is based on a comprehensive survey of the auditors of all local 
authorities, fire and rescue authorities and police authorities in November 2009. 
Auditors reported that only one in seven authorities was 'on track', and one in five was 
having serious difficulties.  

36 A failure to achieve successful transition to IFRS would cause significant reputational 
damage to individual local authorities and the local government sector as a whole. 
Poor preparation will heighten the risk that accounts will not meet requirements and so 
attract a qualified auditor's opinion or be published late. At a practical level, there is a 
risk that extra and unnecessary costs will be incurred. 

37 The briefing stresses authorities should now act, if they have not already done so, to:  

• develop and maintain a detailed project plan, including a budget and resource plan  
• conduct a detailed impact assessment  
• engage the wider organisation, because IFRS is not just a finance issue  
• ensure that their audit committee, or equivalent, is aware of the implications of 

IFRS  
• begin a dialogue with their external auditor on the authority's plans and progress, 

and the issues arising  

38 A series of briefings will follow Countdown to IFRS, focusing on the main technical 
issues.  
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Councillor Update Newsletter 
39 The Audit Commission has developed a newsletter for Councillors to ensure that they 

are aware of the latest information. It summarises information about the Commission 
and its' activities with a preface authored by Steve Bundred, the Chief Executive. 

40 The latest issues have included information on Comprehensive Area Assessment 
(CAA) and National reports and studies. To ensure you receive this Councillor Update 
as soon as it is published, you can subscribe to future editions. 

41 There are now three issues available on the Audit Commission website along with 
information on all aspects of their work, many examples of good practice and case 
studies, e.g. The impact of the recession on benefits services and access to free 
downloads of all national reports. 
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Key considerations 
42 The Audit and Governance Committee may wish to consider the following questions in 

respect of the issues highlighted in this briefing paper. 

• Has the Council considered the Audit Commission’s Report ‘Under Pressure’ and 
specifically considered the challenge and review areas in the summary report? 

• Has the Council considered performance against the ratios measured by the Audit 
Commission financial health checker? 

• Has the Council put robust plans in place to make the transition to IFRS reporting?  
• Have members of the Audit & Governance Committee reviewed the content on the 

Audit Commission website and subscribed to the Audit Commission’s Councillor 
Update? 

 

 

 

Emily Mayne 
Audit Manager 

March 2010 
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Appendix 1 – 2009/10 Programme 
 

Programme Progress Main Conclusion/Findings Deadline for draft 
report 

Audit Committee 
Meeting 

Audit Plan 

Initial Fee Letter 2009/10 Completed The indicative fee agreed by the 
May 2009 Audit & Governance 
Committee 

April 2009 May 2009 

Audit Opinion Plan 
2009/10 

In progress  April 2010 May / June 2010 

Opinion 

Interim work on 
arrangements to support 
the opinion 

In progress The systems work has been started 
and final conclusions will support 
our detailed opinion plan and on-
going risk assessment. We will not 
provide a separate report for this 
element. 

N/A N/A 

Annual Governance 
Report (ISA 260) 

Not started  September 2010 September 2010 
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Programme Progress Main Conclusion/Findings Deadline for draft 
report 

Audit Committee 
Meeting 

Use of Resources 

Use of Resources 
Assessment 

In progress A workshop has been held with the 
Council's Senior Officers.  
On site work will be undertaken in 
March and pre-moderation 
judgements will be discussed and 
agreed with the Chief Executive, 
Head of Policy and Performance 
and Head of Governance.  

December 2010 To be confirmed 

Organisational 
Assessment 

Not started  December 2010 To be confirmed 

Annual Audit Letter 

Annual Audit Letter 
2009/10. 

Not started  December 2010 To be confirmed 
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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 0844 798 7070. 
 
© Audit Commission 2008 
For further information on the work of the Commission please contact: 
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ  
Tel: 020 7828 1212  Fax: 020 7976 6187  Textphone (minicom): 020 7630 0421 
www.audit-commission.gov.uk 
 

The Audit Commission 
 
The Audit Commission is an independent watchdog, driving economy, efficiency and 
effectiveness in local public services to deliver better outcomes for everyone. 
Our work across local government, health, housing, community safety and fire and rescue 
services means that we have a unique perspective. We promote value for money for 
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.   
As a force for improvement, we work in partnership to assess local public services and 
make practical recommendations for promoting a better quality of life for local people. 
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Status of our reports 
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Reports prepared by appointed auditors are addressed to non-executive directors/ 
members or officers. They are prepared for the sole use of the audited body. Auditors 
accept no responsibility to: 

• any director/member or officer in their individual capacity; or  
• any third party.  
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Key messages 
Funding from government grant-paying departments is an important income stream 
for the Council. The Council needs to manage claiming of this income carefully. It 
needs to demonstrate to the auditors that it has met the conditions which are 
attached to these grants.  
This report summarises the findings from the certification of 2008/09 claims. It 
includes the messages arising from our assessment of your arrangements for 
preparing claims and returns and information on claims that we amended or 
qualified. 

Certification of claims  
1 Each year the Council is required to submit specific grant claims or returns to various 

grant-paying government departments in return for funding. The value of these grants 
for the 2008/09 financial year for Cannock Chase District Council was £58 million. The 
grant-paying departments attach conditions to these grants. The Council must show 
that it has met these conditions. If the Council cannot evidence this, the funding can be 
at risk. It is therefore important that the Council manages certification work of its grants 
properly and can demonstrate to us, as auditors, that the relevant conditions have 
been met.  

2 In 2008/09, the audit team certified six claims with a total value of £58 million. Of 
these, we carried out a limited review of five claims, following our risk based 
assessment and a full review of one claim (Housing Benefit Subsidy). Paragraph 8 
explains the difference between these approaches.  

3 For the Housing and Council Tax Benefits Scheme claim we issued a qualification 
letter to the grant-paying body due to an error identified within one part of the claim. 
However, our certification work resulted in an increase of £64,060 in the amount of 
grant claimed by the Council as they had initially under-claimed the grant to which they 
were entitled. The Department of Work and Pensions may decide to investigate further 
the issues raised in our qualification letter for the Housing and Council Tax Benefits 
Scheme claim. Appendix 1 sets out a full summary of the claims certified.  

4 The fees charged for grant certification work in 2008/09 were £41,010. 
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Background  
 
5 The Council claims £58 million for specific activities from grant paying departments. As 

this is significant to the Council’s income it is important that this process is properly 
managed. In particular this means: 

• an adequate control environment over each claim and return; and 
• ensuring that the Council can evidence that it has met the conditions attached to 

each claim.  

6 We are required by section 28 of the Audit Commission Act 1998 to certify some 
claims and returns for grants or subsidies paid by the government departments and 
public bodies to Cannock Chase District Council. We charge a fee to cover the full cost 
of certifying claims. The fee depends on the amount of work required to certify each 
claim or return.  

7 The Council is responsible for compiling grant claims and returns in accordance with 
the requirements and timescale set by the grant paying departments.  

8 The key features of the current arrangements are as follows. 

• For claims and returns below £100,000 the Commission does not make 
certification arrangements. 

• For claims and returns between £100,000 and £500,000, auditors undertake 
limited tests to agree form entries to underlying records, but do not undertake any 
testing of eligibility of expenditure. 

• For claims and returns over £500,000 auditors assess the control environment for 
the preparation of the claim or return to decide whether or not they can place 
reliance on it.  

− Where reliance is placed on the control environment, auditors undertake limited 
tests to agree from entries to underlying records but do not undertake any 
testing of the eligibility of expenditure or data.  

− Where reliance cannot be placed on the control environment, auditors 
undertake all of the tests in the certification instruction and use their 
assessment of the control environment to inform decisions on the level of 
testing required. This means that the audit fees for certification work are 
reduced if the control environment is strong.  

• For claims spanning over more than one year, the financial limits above relate to 
the amount claimed over the entire life of the claim and testing is applied 
accordingly. The approach impacts on the amount of grants work we carry out, 
placing more emphasis on the high value claims.  
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Findings  
Control environment  
9 We take account of your control environment when reviewing your claims. This 

includes considering the complexity and value of the claim, systems of internal 
financial control, quality of working papers and the experience of the staff compiling the 
claims. 

10 We assessed the control environment for four of the Council's claims in 2008/09 and 
we were able to rely on the control environment for all of these claims. This reduced 
the level of work he had to undertake. 

11 Maintaining a strong control environment, providing clear supporting working papers 
and responding promptly (where applicable) to audit queries helps us to complete our 
work in an efficient and effective manner, which minimises the fees that are charged.  

Specific claims 
12 In respect of the Housing and Council Tax Benefits Scheme, the certification of your 

claim was accompanied by a qualification letter regarding the following: 

• we identified a number of rent rebate cases where the Council had wrongly 
classified overpayments, The correction of this resulted in the Council being able to 
claim an additional £64,060 in subsidy; and  

• we identified one rent rebase case where an incorrect start date was used 
following a change of income, resulting in an incorrect award of benefit.  

13 We have made a number of recommendations on how the Council could improve and 
strengthen its arrangements for the preparation of its Housing and Council Tax 
Benefits Scheme claim. Appendix 2 contains an action plan which summarises our 
recommendations and incorporates officers' responses. 

14 We are pleased to report that officers have responded promptly to our findings and we 
acknowledge the positive and constructive relationships with your staff.  
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Appendix 1 – Summary of 
2008/09 certified claims  
Claims and returns above £500,000  
 

Claim Value 
£ 

Adequate 
control 
environment 

Amended Qualification 
letter 

Certification 
fee  
£ 

Housing and 
Council Tax 
Benefits 
Scheme 

26,281,864 Not required 
to be 
assessed 

Yes* Yes 24,373 

National  
Non-Domestic 
Rates return 

28,363,793 Yes No No 3,628 

HRA subsidy 3,271,180 Yes No No 5,508 

Pooling of 
Housing 
Capital 
Receipts 

347,109 Yes No No 1,540 

HRA subsidy 
base data 
return 

- Yes No No 4,512 

Claims between £100,000 and £500,000   
 

Claim Value 
£ 

Amended Certification fee
£ 

Disabled Facilities 298,000 No 1,449 

 

* The Housing and Council Tax Benefits Scheme claim was amended in respect of errors 
of the classification of overpayments. These amendments increased the amount of 
subsidy claimed by £64,060.  
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Appendix 2 – Action Plan 
 

Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

5 R1 Rent Allowance: 
Ensure new cases are not included 
in the Regulated Tenancy cell. 

2 

Dave Willmore Yes Open Query report has been created and scheduled to 
run quarterly to identify any anomalies. The report will run 
monthly and be e mailed to the benefits e mail address. 
All reports will be checked and saved into excel. 

 

5 R2 Rent allowance:  
Check backdated expenditure cells 
to ensure that no claimants over  
60 years of age are incorrectly 
included. 2 

Dave Willmore Yes Open Query report has been created and scheduled to 
run quarterly to identify any anomalies. The report is 
scheduled to be run on the:  
• 11 January 10; 
• 12 April 2010; 
• 11 August 2010; and 
• 12 December 2010  
All reports will be saved into an excel spreadsheet. 

 

5 R3 Council Tax:  
For suspended cases ensure the 
correct classification of LA and 
claimant overpayments. If a system 
fix is not provided further discussion 
with the audit team will be required. 

3 

Dave Willmore Yes IR raised and being progressed with CIVICA.  

6 R4 All benefit types: 
Review the split between LA error 
and claimant error as part of the 
regular daily benefit checks. 

3 

Dave Willmore Yes Amendment made to management test check pro forma 
to specifically ensure that the overpayment subsidy 
classification has been correctly attributed. A minimum of 
4 per cent of daily overpayments are checked. 
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Page 
no. 

Recommendation Priority 
1 = Low 
2 = Med 
3 = High 

Responsibility Agreed Comments Date 

6 R5 Modified schemes: 
Check that the correct amount is 
disregarded in cases where an 
assessed income figure is provided. 

2 

Dave Willmore Yes Open Query report has been created and scheduled 
to run quarterly to identify any anomalies. The report 
is scheduled to be run on the: 
• 18 January 10; 
• 19 April 2010; 
• 18 August 2010; and 
• 20 December 2010.  
All reports will be saved into an excel spreadsheet. 

 

6 R6 Modified schemes:  
Check all modified cases to ensure 
that a war pension is in payment to 
each claimant. 

2 

Dave Willmore Yes Open Query report has been created and scheduled 
to run quarterly to identify any anomalies. The report 
is scheduled to be run on the:  
• 25 January 10; 
• 26 April 2010; 
• 23 August 2010; and 
• 21 December 2010. 
All reports will be saved into an excel spreadsheet. 

 

 



 

 

The Audit Commission 
The Audit Commission is an independent watchdog, driving economy, efficiency and 
effectiveness in local public services to deliver better outcomes for everyone. 

Our work across local government, health, housing, community safety and fire and rescue 
services means that we have a unique perspective. We promote value for money for 
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.  

As a force for improvement, we work in partnership to assess local public services and 
make practical recommendations for promoting a better quality of life for local people. 
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