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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 

Opinion work 
3 We have issued the opinion for the financial statements, VFM conclusion and also 

submitted the consolidation pack for Whole Government Accounts, all within the 
timescales set out by Government.   

4 We are in the process of writing and agreeing the Annual Audit Letter for 2009/10. This 
will be agreed with the Chief Executive, Head of Financial Management and Head of 
Governance. This letter will summarise the work completed within the 2009/10 audit 
and also set out some of the challenges facing the Council over the coming months.  

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

regarding the activities of Cannock Chase District Council in relation to the 2009/10 
audit year.  

6 We have responded in full to four of the questions, although one member of the public 
has come back with a further query in relation to our response. We are still preparing a 
formal response to the fifth question in relation to Members' Expenses, however, initial 
preparatory work was undertaken to confirm that there were no issues which impacted 
upon our opinion. We anticipate that these questions will be closed by the end of 
November and the time where we issue our final Annual Audit Letter.  

7 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 in principal and we are 
aiming to set out the time taken for each question with the related costs in the near 
future. This is made difficult by additional queries being raised to our responses which 
all take time to consider, but we have tried to minimise our costs where we can.  
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Planning for 2010/11 
8 We initially agreed the Audit Fee with the Chief Executive in April 2010. There have 

been several changes to the audit requirements, environment within which the Audit 
Commission and the Council operate and the continued downturn in the economic 
climate which all impact on the work we are required to undertake. We are still in the 
process of revisiting our planning to assess what the key risks to the opinion and new 
VFM conclusion are. This will impact on the fee which will be renegotiated with the 
Chief Executive if any changes are required.  

9 We are aiming to prepare an audit strategy document in January 2011 setting out our 
approach to delivering our opinion. We will share this document with you when it has 
been agreed with Senior Officers.  

Working with Internal Audit 
10 We continued to work with Internal Audit during 2009/10, placing reliance on their work 

where we could. They also provided information to support our responses to the 
questions which was appreciated.  

11 We are due to meeting with them over the next few months to support the planning for 
2010/11 and once again ensure that we take any assurance we can from their work to 
minimise duplication and reduce the regulatory burden on Council staff.  

Conclusion 
12 We are on target to deliver the audit plan for 2009/10 as set out in Appendix 1. 
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Other matters of interest 
National Reports 

Managing staff costs in a period of spending reduction  
13 On 18 August 2010, the NAO published the report ‘A framework for managing staff 

costs in a period of spending reduction’ which can be found on its website. This report 
sets out the NAO’s expectations for how organisations should approach the delivery of 
savings in a way that minimises risk and maximises benefit to the taxpayer. The 
framework also includes the NAO’s expectations for effective ongoing management of 
staff costs. 

14 The framework is split into four parts: 

• Part One – Identifying and appraising options for staff cost reduction 
• Part Two – Planning staff cost reduction 
• Part Three – Delivering staff cost reduction 
• Part Four – Embedding a business as usual approach to staff cost management 

15 Parts One to Three cover the NAO’s expectations for good practice in the context 
of specific cost reduction programmes. These will range from small scale staff cost 
reduction programmes based around efficiencies within existing activities to much 
broader change programmes including organisational restructuring and use of 
technology. The framework signposts approaches for identifying cost savings 
organisations might use across this spectrum of activity, but it does not provide 
guidance on how to implement them. 

16 Part Four of the framework provides expectations for ongoing activity around staff cost 
management. The focus of these principles will be on improving the capability of the 
organisation to improve the management of staff costs as part of ‘business as usual’. 
Such activity will also have a role in supporting the successful delivery of specific 
programmes.  

17 Strong management information underpins each part of the framework, in particular: 

• high quality information that supports ongoing staff cost management; and  
• high quality analytical information that supports specific decision-making.  

18 The NAO recognises that constraints and barriers exist that may make it difficult or 
even prevent organisations from applying these principles in some instances. These 
include the tensions between shorter term pressures to deliver savings in the current 
financial year, and the longer term investments in organisational change and IT 
systems required to achieve fundamental service reform.  

19 However, the NAO states that ongoing staff cost management, including having robust 
systems, information and controls in place, will ensure that organisations are better 
placed to respond to such challenges. 
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Strategic Financial Management in Councils - Delivering Services with a 
Reduced Income 

20 On 8 September 2010 the Audit Commission launched its report 'Strategic Financial 
Management in Councils - Delivering Services with a Reduced Income'. The report 
finds that organisations with a strategic approach to financial management are better 
able to plan and manage for the medium term, are more adaptable and resilient. The 
report is intended to stimulate debate and discussion about the financial mechanisms 
and culture of councils. 

21 Councils need to make some urgent and tough decisions. 'Strategic financial 
management in councils' is aimed at all council staff, especially those who hold the 
purse strings of local government. In it, we point out potential financial pitfalls, highlight 
successes, and feature a value for money self-assessment questionnaire that can be 
used locally. 

22 The findings in the report are supported by a good-practice checklist that describes the 
key issues for improving financial management. Councillors and managers can use the 
checklist to evaluate their current approach to financial management. There is also a 
self-assessment questionnaire based on the government's 2010 spending review 
framework questions for Whitehall departments. 

Protecting the public purse  
23 The Audit Commission report 'Protecting the public purse: fighting fraud against local 

government and local taxpayers', describes what has happened in the field of fraud 
detection and prevention since 2009 and sets out the findings from the recent fraud 
survey. The Audit Commission has identified more fraud risks and urges local councils 
and related bodies to focus on them 

24 Last year England’s councils detected around £99 million worth of benefit fraud, over 
£15 million worth of council tax fraud, and £21 million worth of other types of fraud 
including false insurance claims, and abuse of the disabled parking ‘blue badge’ 
scheme. In addition nearly 1,600 homes have been recovered by councils with a 
replacement cost of approximately £240 million. 

25 The report also describes the action taken by some councils to tackle fraud and 
provide links to tools to help councils improve their counter-fraud defences. There is an 
updated checklist giving organisations providing public services another opportunity to 
consider how effective they are at responding to the risk of fraud.  

26 Also available is a single person discount comparator tool that allows local authorities 
to compare their levels of council tax single person discount with their predicted levels, 
based on a national average. 

Enclosure 8.6



Key considerations 

 

7   Cannock Chase District Council 
 

Other information 

Abolition of the Audit Commission 
27 On 13 August 2010, Eric Pickles, the Secretary of State for Communities and Local 

Government (CLG) announced plans to disband the Audit Commission. The intention 
is to have new arrangements in place for auditing England's local public bodies by 
2012/13. The Audit Commission's responsibilities for overseeing and delivering local 
audit and inspections will stop, as will their research activities.  

28 The Audit Commission currently appoints auditors to councils, NHS bodies (excluding 
NHS Foundation trusts), police authorities and other local public services in England. 
The auditors we appoint are employees of either the Audit Commission or one of the 
private audit firms. The Audit Commission continues to work with government and 
other key stakeholders to help them to design and implement the new arrangements. A 
paper sent to CLG sets out the issues that, in the Audit Commission's view, need to be 
considered in developing the new framework for local public audit. It is based on an 
analysis of current statutory provisions and our practical experience of running the 
existing system.  

29 The audit element of the Audit Commission will move to the private sector. Senior 
Management is currently considering ways of transferring the existing in-house audit 
practice into the private sector. The Audit Commission remains responsible for the 
2011/12 audit of local public bodies and expects to close around December 2012. This 
timetable has yet to be confirmed and depends on the necessary legislation being 
passed. 

Spending review - key messages 
30 On 20 October 2010 the government published the Spending Review 2010, setting out 

government department budgets for the period 2011/12 to 2014/15. This included 
plans to reduce funding over the period as follows: 

• overall public sector spending by £81 billion by 2014/15; 
• central government revenue grants to local government (excluding schools) by 28 

per cent (more than 7 per cent a year in real terms, with the majority impacting in 
the first two years); 

• capital funding from central to local government by 45 per cent; 
• police revenue funding by 20 per cent in real terms; and 
• central government revenue funding to fire and rescue authorities by 25 per cent, 

although this reduction is back loaded to 2013/14 and 2014/15. 

31 The impact of this on individual local authorities will be known when the provisional 
local government finance settlement is published in November or December 2010. 
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32 Other government announcements included: 

• £4 billion of separate grants to be rolled into formula grant to reduce the number of 
core revenue grants to less than 10; 

• an intention to end ring-fencing of all other revenue grants to local government 
from 2011/12, except for simplified school grants and a new public health grant 
from 2013; 

• school funding to be increased by £3.6 billion in cash terms, equivalent to a 0.1 per 
cent real terms increase each year; 

• Department for Education capital spending to fall by 60 per cent over the period; 
• NHS funding to increase by 0.4 per cent in real terms over the period (includes an 

increase of 1.3 per cent in revenue budgets and a 17 per cent decrease in capital 
spending). The NHS is expected to make savings of up to £20 billion a year by the 
end of the period to be reinvested in the delivery of NHS services; 

• the Ministry of Justice revenue budget to reduce by 23 per cent and its capital 
spending by 50 per cent over the period, but the impact on probation trusts is not 
yet known; and 

• funding will be available to fund a council tax freeze in 2011/12. 

33 As a consequence of the spending review the Secretary of State for Communities and 
Local Government, Eric Pickles, sent a letter to all local authority leaders in England. 

Change in approach to auditors’ local value for money work  
34 The Audit Commission announced in October 2009 that it would be reviewing its 

approach to auditors’ work on whether Councils had proper arrangements in place for 
securing economy, efficiency and effectiveness in their use of resources. The aim was 
to ensure that it was more targeted and gave better value.  

35 The Code of Audit Practice (the Code) requires auditors to issue a Value for Money 
(VFM) conclusion. From 2010/11, the Audit Commission has introduced new 
requirements for local VFM audit work at those bodies where auditors were previously 
required to give a use of resources or auditors' local evaluation assessment. The 
statutory conclusion will now be based on the following two reporting criteria, as 
specified by the Audit Commission: 

• The organisation has proper arrangements in place for securing financial 
resilience.  
− The organisation has robust systems and processes to manage financial risks 

and opportunities effectively, and to secure a stable financial position that 
enables it to continue to operate for the foreseeable future.  

• The organisation has proper arrangements for challenging how it secures 
economy, efficiency and effectiveness.  
− The organisation is prioritising its resources within tighter budgets, for example 

by achieving cost reductions and by improving efficiency and productivity.  
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36 Auditors will plan a local programme of VFM audit work based on their local audit risk 
assessment. We envisage that this may include reviewing a Council's arrangements 
for determining and delivering its cost improvement programme. 

37 Auditors will report their VFM conclusion and the key messages from their work, 
including suggested areas for improvement, to the Council's Audit and Governance 
Committee via their annual audit letter. Auditors may qualify their VFM conclusion if 
they are not satisfied that the Council has adequate arrangements in place. 

Audit fees for 2011/12  
38 At the Board meeting on 16 September 2010 the proposed 2011/12 audit scales of 

fees were discussed. The Audit Commission is now consulting with the Department of 
Health and the Department for Communities and Local Government (CLG) on its fee 
proposals for 2011/12, before consulting audited bodies and other stakeholders next 
month. 

39 We hope to be in a position to consult on the 2011/12 work programme and scales of 
fees documents next month. However, this means the final work programme and 
scales of fees documents are unlikely to be published before the winter. As 2011/12 
may be the last year the Audit Commission is required to set scales of fees, it is 
proposing to base the scale fees for 2011/12 on the fee for 2010/11, as adjusted to 
reflect the Board’s proposals. 

Publication of Local government expenditure over £500 
40 The Communities and Local Government Secretary, Eric Pickles, has called on 

councils to provide financial transparency by publishing spending information over 
£500 online by January 2011. 

41 As part of this initiative some councils are already providing details on their 
expenditure over £500. The public are being asked to challenge Councils that have not 
yet disclosed this information as to when they plan to provide details of their 
expenditure over £500. 

Consultation on the publication of senior salary information reporting guidance 
42 As part of the response to the Government's transparency call, the Local Government 

Association (LGA) have produced draft guidance detailing best practice for putting 
senior salary information online. The guidance, 'Transparency - publication of senior 
salary information Reporting Guidance', is intended to assist local authorities in the 
preparation and publication of senior salary information. The consultation on this 
guidance finished on 19 October 2010, following which the guidance is expected to be 
finalised.  

Abolition of local area agreements 
43 On 13 October 2010 Local Government Secretary, Eric Pickles, announced the 

abolition of the 152 local area agreements (LAAs). LAAs were introduced in 2004 and 
involved councils defining their priorities with local partners.  
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International Financial Reporting Standards (IFRS) 
44 As the new International Financial Reporting Standards (IFRS) approach, we have 

produced a series of briefing papers to help you prepare for the challenge of changing 
the way you prepare your accounts for Local government. From 2010/11 local 
government will be required to prepare accounts in accordance with IFRS. A failure to 
achieve successful transition to IFRS would cause significant reputational damage not 
only to individual authorities but to the local government sector as a whole. 

45 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 avoidable additional costs will be incurred if the implementation timetable is 
not well managed or is allowed to slip. The transition process is a real test of self 
regulation by local government. 

46 The audit committee needs to be sufficiently aware of the requirements of IFRS to 
ensure the transition project is on track. In order to help members discuss their IFRS 
transition plan with relevant officers we have set out a number of suggested questions. 

47 We have produced a series of summary papers giving an outline of the main 
messages for members and senior managers to consider in implementing IFRS in their 
authorities. These are all available on the Audit Commission website.  

IFRS: reporting on operating segments  
48 The latest technical briefing paper in our series on implementing International Financial 

Reporting Standards (IFRS) in local government is 'Reporting on operating segments: 
Countdown to IFRS in local government'. The paper covers principles and practical 
issues that authorities should consider when reporting on operating segments, and 
addresses the following questions: 

• What are operating segments?  
• Which operating segments should be reported separately?  
• When can segments be aggregated?  
• What are the required disclosures?  
• What lessons can local authorities learn from the NHS experience?  
• What issues do local authorities need to consider?  

49 We hope that this briefing paper will help local authorities and their finance teams to 
undertake preparatory work for the transition to IFRS, including work on the 
restatement of prior year accounts and skeleton accounts for 2010/11. 
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Key considerations 
50 The Audit and Governance Committee may wish to consider the following questions in 

respect of the issues highlighted in this briefing paper. 

• Has the Trust reviewed the NAO report ‘a framework for managing staff costs in a 
period of spending reduction? If so, what action has been taken?  

• Has the Council considered the Strategic Financial Management in Councils 
checklist of good practice?  

• Is the Council going to complete the related Strategic Financial Management self 
assessment?  

• Has the Council completed the Protecting the Public Purse updated checklist to 
consider how effective they are at responding to the risk of fraud? 

• Has the Council made use of the single person discount comparator tool that 
allows them to compare their levels of council tax single person discount with their 
predicted levels, based on a national average? 

• Does the Council have arrangements in place to publish its expenditure over £500 
and will this be published in the near future? 

• Has the Council put robust plans in place to make the transition to IFRS reporting?  

 

 

 

Emily Mayne 
Audit Manager 

November 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 

Completed The plan was agreed with the Head 
of Financial Management and 
informed the work undertaken at our 
final visit. 

April 2010 Was August 2010 
but moved to 
September 
meeting 

Opinion 

Interim work on 
arrangements to support 
the opinion 

Completed The systems work supported our 
detailed opinion plan and on-going 
risk assessment. There were some 
areas where additional testing was 
required to support the opinion. This 
was reported in the Annual 
Governance Report in September 
2010.  
 

N/A N/A 
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Programme Progress Main Conclusion/Findings Deadline for draft 
report 

Audit Committee 
Meeting 

Annual Governance 
Report (ISA 260) 

Completed An unqualified opinion was provided 
on the Council's financial 
statements on 29 September 2010. 

September 2010 September 2010 

Use of Resources 

Use of Resources 
Assessment 

Work has ceased on this 
area of work following the 
recent announcement 
from the Government. 

A workshop was held with the 
Council's Senior Officers in 
February 2010.  
Initial on site work was undertaken 
in March 2010. This work informed 
the VFM conclusion.  

N/A N/A 

Organisational 
Assessment 

Work has ceased on this 
area of work following the 
recent announcement 
from the Government. 

 N/A N/A 

Value for Money (VFM) 
Conclusion 

Completed An unqualified VFM conclusion was 
provided to the Council on 29 
September 2010. 

September 2010 September 2010 

Annual Audit Letter 

Annual Audit Letter 
2009/10. 

In progress This letter will summarise the work 
completed within 2009/10 and the 
key messages going forward. 

December 2010 To be confirmed 
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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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