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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 

The purpose of this letter 
1 This Annual Audit and Inspection Letter (AA&IL) for Members, which incorporates 

the Annual Audit Letter, is presented by Cannock Chase District Council’s (‘The 
Council’, ‘Cannock Chase’) Relationship Manager, Diane Thomas of the Audit 
Commission and the Appointed Auditor, KPMG LLP (Will Carr the Engagement 
Partner). The letter summarises the conclusions and significant issues arising 
from the 2004/05 audit and inspection programme – separate audit plan and 
inspection for 2004/05. 

2 Both the Audit Commission and KPMG LLP (KPMG) have issued separate 
reports during the year having completed specific aspects of the audit and 
inspection programme. These reports are listed at Appendix 2 for information. 

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

4 In order to expedite the timeliness of reporting its audit findings in 2004/05, 
KPMG has produced an interim management letter report which was issued to 
the Council in February 2006. KPMG have not included in this Annual Audit and 
Inspection Letter the detailed findings from that report but have included the 
summaries and conclusions, and have re-produced the action plan included in 
the report, at Appendix 4. This letter also includes sections on aspects of the 
2005/06 plan that have already been completed.  

Council performance 
The accounts 

5 The Council produced its financial statements within the statutory deadline and 
KPMG issued an unqualified opinion on 23 September 2005. Throughout the 
audit amendments were discussed and agreed with senior finance officers. There 
were no significant issues to report back to Members. 
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Financial position 
6 The Council's financial position during 2004/05 remained consistent with its 

Medium Term Financial Strategy. For 2004/05 the revenue outturn resulted in 
savings of £0.9 million which included previous year savings that had been rolled 
forward. This is consistent with performance in previous years. The capital 
programme for 2004/05 was overspent by £0.4 million due to additional spending 
to bring housing stock up to the Decent Homes Standard. As at  
31 March 2005 reserves stood at £8.9 million, of which £3.2 million were General 
Fund reserves. The Council's policy is to maintain General Fund reserves at  
5.5 per cent of net revenue expenditure. In accordance with the Council's 
Medium Term Financial Strategy, at the end of the three year cycle (ie 2008/09) 
General Fund reserves are expected to be £0.7 million (5.5 per cent of net 
revenue expenditure for 2008/09). This reserves policy should continue to be 
reviewed on an annual basis so as to ensure that the level of reserves remain 
adequate for their purpose. The Collection Fund balance was a deficit of  
£0.378 million, a decrease of £0.050 million on the previous year's position. The 
Council will need to continue implementing and successfully delivering the agreed 
action plan to recover this deficit. 

Other accounts and governance issues 
7 The Council has made progress towards developing a more robust and defined 

corporate approach to its risk management arrangements. However, the Council 
recognises that further development is required and that effective risk 
management needs to be integrated into its existing planning and management 
processes, which requires the involvement of both Members and officers. 

8 The robust risk management process the Council has introduced helps identify 
the key risks facing the Council. With the recognition that risks continually change 
the Council's risk registers are viewed as 'live' documents which are updated as 
and when risks change. This approach should continue to be incorporated into 
the business planning cycles and integrated into the Council's financial and 
strategic planning processes. 

Action needed by the Council 
• The Council should continue to implement its action plan to ensure the 

Collection Fund returns to a surplus balance in future years. 
• The Council should continue to develop its risk management processes; 

determine an appropriate timescale for the completion and delivery of its risk 
management action plan and monitor compliance with that deadline. 

• The Council's risk management process also needs to incorporate risk 
assessments with regards to partnership arrangements. 
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Council performance 
9 There has been improvement in priority areas but less than half of performance 

indicators (PIs) overall have improved (43 per cent) since 2002/03. Where 
performance is stronger there has been most improvement - 60 per cent of above 
average PIs improved, and PIs in the best quartile increased from 15 per cent to 
30 per cent. 

Direction of travel report 
10 Cannock Chase District Council was assessed as ‘Fair’ in the Comprehensive 

Performance Assessment carried out in 2004. These assessments have now 
been completed in all district councils with the following results. 

Figure 1 Overall performance of district councils in CPA 
Three times as many district councils are rated Good or Excellent than Poor or 
Weak  

Overall performance of district councils in CPA
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11 Since the assessment, the Council has identified its priorities for improvement 
and we have been working with the Council as it seeks to improve further. The 
Council has identified a number of local priorities; the paragraphs on the following 
pages assess the improvements made against these priorities. 
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Culture and sport  
12 There have been some notable achievements through successful projects in this 

area during the year such as the ‘Chase It!’ activity programme with over 2300 
children participating. However, performance as measured by PIs was below 
average overall. Visits to museums increased and were above average, the most 
recent BVPI survey in 2003 showed that with only 26 per cent of people satisfied 
with museums and galleries, the Council was amongst the lowest in England, 
however the Council’s own more recent Citizens Panel survey showed that of 
those that did visit the Museum 98.6 per cent were satisfied. Again the 2003 
survey showed that the Council was in the worst quartile for levels of satisfaction 
with sports and leisure facilities. Satisfaction with arts activities and parks and 
open spaces had improved but was below average. Culture and sport is a new 
priority for the Council and it is investing to improve performance with positive 
outcomes to date - improved parks and play areas to encourage more use, 
leisure activities for young people such as the 82Teenzone scheme of fitness 
activities for eight to 15 year olds, a local community action group to raise 
awareness of the services available for special needs groups and a primary 
school heritage programme in which 9091 children attended workshops in 
2004/05. 

Health  
13 There has been some strong performance in this priority area. The Council works 

effectively with partners to improve health in the community and has been 
awarded Beacon Status for its work on healthy communities. Joint work with the 
primary care trust (PCT) includes a GP referral scheme to local leisure centres to 
help combat coronary heart disease and obesity, free drop in sessions for 
residents to discuss health issues with advisors, the appointment of a joint 
director of public health, and, in conjunction with the fire and rescue service, a 
scheme to install smoke detectors in households in the more disadvantaged 
areas of the district. The Council also performs well on environmental health. It 
has improved performance in its score against a checklist of best practice and 
was in the best quartile. 

14 Access to skills and economic development - the Council has made some 
progress in this area. It has attracted new employers to the district and 480 jobs 
have been created since 2003, set up a forum for local business leaders to 
influence work to improve the local economy, secured over £8 million of tourism 
funding (£1 million more than 2002) and exceeded its target of building new 
commercial floor space. In an effort to tackle the declining numbers of pupils 
achieving five plus GCSE grades A-C ,the Council has set up a group with 
partners to coordinate joint work on improving education and employment 
opportunities and help meet the priorities in a recently adopted an economic 
regeneration strategy. There has been a pilot project bringing together a local 
school and a major employer aiming to increase the number of Cannock students 
going into engineering. The gap between the proportion of young people out of 
work in the district and the County figure has narrowed by 0.4 per cent in 
2004/05. 
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Social inclusion and housing  
15 There has been steady progress in housing. In 2004/05 more than half  

(11 out of 21) housing PIs were above average with eight in the best performing 
quartile and  where comparisons can be made with previous years 12 out of 17 
have improved areas of improvement included repairs, tenant satisfaction, rent 
collected and the SAP rating of dwellings. However, 66 per cent of council homes 
did not meet the decent homes standard in 2004/05, in the worst quartile. The 
Council has since carried out a stock appraisal to determine how to meet the 
decent homes standard.   

16 In terms of benefits, performance was above average in most areas  
(five out of six). The processing time for housing benefit and changes in 
circumstances improved and satisfaction with housing benefits overall was high 
at 83 per cent. The Benefit Fraud Inspectorate (BFI) assessed the service as 
being fair in 2004, although a recent focused security inspection identified 
weaknesses in the Council’s counter fraud activities.  

17 Areas which did not improve included time spent by the homeless in temporary 
accommodation, housing benefit security, the accuracy of processing benefit 
claims and recovering overpayments. The Council has introduced measures to 
help prevent and deal with homelessness including a mediation service for young 
people, and support services for victims of domestic violence and tenants of the 
private rental sector.  

18 The Council has improved access to its services. It opened its first one stop shop 
in partnership with the county council’s library service. Performance on making 
services accessible electronically increased to 88 per cent in 2004/05. It has 
helped the elderly and disabled access welfare benefits through a targeted 
campaign, which has resulted in 89 residents to access £169,000 of unclaimed 
benefits. The percentage of buildings accessible to disabled people was  
70 per cent. However, the Council remains at level 1 of the equalities standard, 
and the proportions of employees with a disability and from ethnic minorities are 
below average and have not improved. 

19 The Audit Commission will be carrying out an inspection of the Council's strategic 
housing functions later in 2006/07 this inspection was deferred in order that it 
could better support the Council in the stock transfer process. 



Annual Audit and Inspection Letter │ Council performance  10 

Cannock Chase District Council 

Environment  
20 Progress in environment PIs was mixed. Since 2002/03 5 PIs improved and eight 

did not, and of the latter five were below average. In 2004/05 the Council was in 
the worst quartile for recycling and below average on littering. Following an 
inspection of waste management in 2005 the Council has improved services, 
increasing recycling to 28 per cent, strengthening enforcement with spot fines for 
littering and dog fouling and removing fly tips quickly (within one day). 
Performance on major planning applications and searches improved and public 
satisfaction was best quartile. Performance did not improve on processing minor 
and other applications, building new homes on previously developed land (worst 
quartile) and appeals allowed against the Council (worst quartile). Performance 
on crime was mixed. Crime rates decreased in three areas including domestic 
burglaries but increased in three (theft from vehicles, violent crime and sexual 
offences).  

21 In terms of the future, the Council has strengthened improvement planning. It has 
developed an improvement plan and made progress including revising its vision 
and objectives, improving procurement and risk management and adopting a  
ten-year financial strategy. Performance management has improved including 
amore rigorous approach to target setting and systems to monitor the 
implementation of plans. However, the Council’s monitoring shows only  
39 per cent of indicators were on target and it was not improving in 46 per cent of 
cases.  

22 The Council has strengthened capacity in some areas and has been innovative in 
its approach to partnerships setting up a multi agency Partnership Development 
Unit with County Council, PCT and Police partners. Indicators showing how 
resources are managed internally are mixed. Most are below average (10 out of 
16) and less than half have improved (7 out of 15). Performance on transactions 
improved including the collection of council tax and services available 
electronically. The speed of processing housing benefit improved and was best 
quartile. Sickness absence levels improved but were still higher than average. 
Performance was in the worst quartile for paying invoices on time, early 
retirements and ill health retirements. 

23 The Council has responded well to CPA and strengthened management with a 
new structure and a management development programme to help deliver 
priorities. It continues to strengthen capacity through partnership working, such 
as the Staffordshire Plus Improvement Partnership with over £850,000 of 
government funding available to the partnership to improve capacity including 
training for members and managers, and has been commended for its joint work 
on health and crime and disorder. There has been progress on embedding risk 
management throughout the Council. For example, a risk management policy and 
strategy have been agreed; training provided to managers and members; risk 
registers are in place and risk management has started to be integrated into the 
Council’s processes such as business planning and project management.  
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Waste management inspection 
24 In August 2005 we inspected the Council's waste management services, 

including; refuse collection; recycling; street cleaning; dealing with fly tipping and 
abandoned vehicles; environmental education and enforcement.   

25 We judged that service was a fair, one star service which had uncertain prospects 
for improvement. Across the range of services we found that performance was 
inconsistent. The refuse collection service was effective, opportunities to recycle 
were increasing but recycling levels were low and street cleansing was not fully 
effective.  

26 Positive aspects of the service included:  

• refuse collection was effective at below average cost and with above average 
public satisfaction;  

• waste collected in 2003/04 was at below average levels; and  
• opportunities to recycle and public satisfaction with the service have 

increased significantly to above average levels.  

27 However, there were a number of weaknesses including:  

• a low recycling rate and failure to meet government targets;  
• street cleansing was not fully effective and public satisfaction is low;  
• amount of waste collected and costs of collection were rising;  
• education and enforcement work were underdeveloped; and  
• information was not used effectively to target initiatives and there was limited 

evaluation of the outcomes.  

28 We judged that the prospects for improvement were uncertain because; 

• key projects such as the new approach to street cleansing and alternate 
weekly waste collection were still in the development phase and were yet to 
deliver measurable outcomes for local people;  

• performance management and use of information was weak and not driving 
improvement; and  

• there were gaps in capacity within the service including project management 
expertise that are impacting on service improvement.  

29 However there were a number of strengths; 

• the Council is committed to improving waste services and acknowledges 
there are significant areas for improvement to address;  

• collection of garden waste and introduction of alternate week collection of 
residual waste provides increased opportunity for residents to recycle and 
should improve the Council’s recycling figures; and  

• the new contract for street cleansing has the potential to improve the 
cleanliness of the area.  
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30 The Council has responded positively to the findings and recommendations of 
this inspection and we can see already that improvements have been made and 
there is evidence that recycling performance is improving. 

Other performance work 
Best value performance plan (BVPP) 

31 KPMG are required under section 7 of the Local Government Act 1999 to carry 
out an audit of the Council's 2005/06 BVPP. KPMG issued an unqualified opinion 
on the Council's 2005/06 BVPP in December 2005.  

Best value performance indicators (BVPI's) 
32 KPMG reviewed the Council's systems underpinning the calculation of the 

BVPI's. Overall, KPMG concluded that the systems adequately supported the 
calculations as reported in the Interim Management Letter issued to the Council 
February 2006. However, a number of minor amendments were identified and 
agreed with the responsible officers. These issues were not considered of 
sufficient significance to warrant the attention of members. 

Partnership agreements 
33 The Council has demonstrated significant commitment to the development of 

effective partnership working. This is illustrated by the joint appointment of a 
Director of Public Health with the Primary Care Trust (PCT). Subsequent to the 
joint appointment differences were highlighted in respect of the decision making 
processes between the PCT's Board and the Council's Committees. It is therefore 
important that a clear partnership agreement is developed that defines the joint 
operation and governance procedures that are adopted. 

e-Government 
34 KPMG conducted a review of the Council's progress towards meeting the 

December 2005 deadline for delivering its e-Government agenda. The Council 
have reported that it has achieved the target of 100 per cent of services to be 
delivered electronically by December 2005.  

Housing stock transfer 
35 The Council has recommended a transfer of its housing stock to an independent 

organisation. The Council considers the most suitable option for the transfer 
would be to create a new Registered Social Landlord (RSL) which will be locally 
based and attached to an established RSL.  

36 Expressions of interest were received from twelve established RSLs. After an 
extensive review process the Council chose their preferred partner, the Harvest 
Housing Group. 
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37 A Shadow Board has been elected following advertisements in local newspapers 
and nominations from the Council. An outline RSL business plan was produced 
for the transfer application to the ODPM. However, the tenant postal ballot which 
concluded on 27 March 2006, produced a 'no' vote for the proposed transfer. The 
Council are currently reviewing alternative options for the management of their 
Housing stock.  

Leisure services provision 
38 The Council's strategy for the provision of leisure services was highlighted as an 

on-going issue in the previous year's Annual Audit and Inspection Letter. Also the 
completion of the Leisure Facilities Review remains a key target in the Council's 
CPA Improvement Plan.  

39 In recent years the Council has embarked upon a number of reviews which have 
been inconclusive and have now appointed architects to produce feasibility 
studies on the Rugeley swimming pool and Cannock leisure village proposals. 
However, it is understood this process is at an early stage. An action plan should 
be developed as a matter of urgency following the completion of the feasibility 
study. 

Performance management 
40 The Council has commenced the implementation of a Balanced Scorecard 

performance management system; and is supporting this through the 
development of exception reporting with performance reports being submitted to 
the Scrutiny Committee on a quarterly basis. Additionally, the Council has also 
implemented improvement plans for its Housing Tenancy, Housing Repairs and 
Benefits services. 

Comprehensive Performance Assessment (CPA) 
41 The Council continues to respond to the challenge of improving its performance 

through the adoption of the four themes identified in its CPA improvement plan. It 
has started to make progress in each of the themed areas (Customer First, 
Funding the Future, Improving Performance, and Employees Matter).   

42 Whilst it is clear the Council has made progress in the implementation of its 
improvement plan, there are still a number of key areas which need to be 
implemented, including the implementation of a core competency scheme for all 
employees and the adoption of an internal communications strategy.  
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Accounts and governance 
KPMG have given the Council's 2004/05 accounts an unqualified audit opinion 
and Cannock Chase's overall corporate governance arrangements are 
satisfactory in most key areas. However, we have identified the need for further 
development work in risk management. 

Audit of 2004/05 accounts 
43 An unqualified opinion on the Council's accounts was issued on  

23 September 2005. There were no material errors or any significant adjustments 
that were considered to require referral to Members. 

Report to those with responsibility for governance in the Council 
44 Under the Statement of Auditing Standards (SAS) 610 Communication of audit 

matters to those changed with governance, we are required to communicate to 
Members matters which come to our attention as a result of the audit of the 
financial statements.  

The Council's accounts were amended for minor financial and presentational 
adjustments identified during our audit and there were no unadjusted 
misstatements. 

In addition, KPMG are required under the auditing standard SAS 240 Quality 
control for audit work, to consider any issues that may affect KPMG’s 
independence and objectivity. In relation to the audit of the Council’s financial 
statements for the financial year ending 31 March 2005, KPMG is able therefore, 
to confirm that the requirements in relation to independence and objectivity, have 
been complied with, and that, under the requirements of SAS 240, KPMG is not 
aware of any relationships that may bear on the independence and objectivity of 
the audit engagement partner and the audit staff which are required to be 
disclosed. 

Financial standing 
45 The Council's financial position remains sound due to a robust budgeting process 

in 'Delivering Change' and a competent monitoring and reporting structure. This 
robust budget monitoring has resulted in the Council consistently achieving its 
savings target over the last three years.  

46 The Council's medium term financial strategy identifies all known cost pressures 
and identifies required savings allowing Members to focus the budget on 
corporate objectives and political priorities. 
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General fund spending and balances 
47 In 2004/05 the Council's total net expenditure of £11.2 million resulted in a saving 

of £0.9 million against a budget of £12.1 million which included previous year 
savings that had been rolled forward. This performance is consistent with 
previous underspends of £1.2 million in 2003/04 and approximately  
£0.9 million in 2002/03. 

48 This illustrates the ability of the Council to ensure that expenditure is managed 
within its financial resources available.  

Housing Revenue Account (HRA) 
49 In 2004/05 there was a surplus on the HRA of £0.156 million, increasing the 

balance to £0.868 million. This was an improvement on the previous year’s deficit 
of £0.384 million. 

Capital programme  
50 There was an overspend on the capital programme of £0.4 million, against a 

budget of £9.3 million as a result of additional spending to bring the Council's 
housing stock up to the Decent Homes Standards. The remainder of the capital 
programme was delivered without any significant slippage and within the 
approved budget.  

Income collection and arrears 
51 The Collection Fund continues to be in deficit. At the end of 2004/05 the overall 

cumulative deficit was £0.378 million. However, during 2004/05 the Collection 
Fund presented an in-year surplus of £0.050 million, as a result of the 
implementation of the previous year's agreed action plan. The Council should 
continue with the implementation of this plan in order to alleviate the cumulative 
deficit. 

Systems of internal financial control 
KPMG is required to consider whether the Council has adequate arrangements in 
place to satisfy itself that its systems of internal financial control are adequate and 
effective. These arrangements include:  

• the overall control environment, including internal audit; and 
• the identification, evaluation and management of operational and financial 

risks. 
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Internal Audit 
52 KPMG have again been able to place reliance on the work undertaken by Internal 

Audit on the main financial systems, all of which were reviewed during 2004/05. A 
review of Internal Audit's work by KPMG confirmed there were no issues which 
KPMG had to take into consideration during the course of its financial statements 
opinion work. 

Any other issues 
53 The Council has continued to make progress in developing a robust and clearly 

defined corporate approach to risk management arrangements.  

54 Risk registers have been produced at both a corporate and service department 
level. Each identified risk has been assessed in terms of likelihood and impact 
and prioritised accordingly. It is recognised that the development of action plans 
to address the identified risks is ongoing. However, a number of areas have been 
identified where the risk management process requires further development. This 
includes the development of an assurance framework to inform the Statement on 
Internal Control, and the continued training of Members and officers in the 
establishment of the risk management environment. When completed the Council 
should ensure that Members and officers are kept informed of all developments in 
this area.  

55 The Council recognises that risks continually change and risk registers are 
viewed as ‘live’ documents which are updated as and when risks change. When 
embarking on the business planning cycle and developing the Council's financial 
and strategic plans officers should incorporate the known risks from the ‘live’ risk 
register highlighting strategies as to how these risks will be mitigated.  

56 KPMG recommends the Council to: 

• develop an assurance framework that will inform the Statement on Internal 
Control;  

• complete the training for Members and officers, introducing updates for 
Members and officers of any future developments; and 

• incorporate the ‘live’ risks from the risk register into business plans and 
financial strategies. 
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Standards of financial conduct and the prevention 
and detection of fraud and corruption  

57 KPMG is required to review the adequacy of the Council's arrangements to 
manage its affairs in accordance with proper standards of financial conduct and 
to prevent and detect fraud and corruption. As part of its assessment, KPMG 
reviewed the Council's overall arrangements for: 

• implementing and monitoring compliance with appropriate standards of 
corporate governance; 

• ensuring compliance with the code of conduct that advises Members and 
officers of their personal responsibilities and expected standards of 
behaviour; 

• ensuring compliance with standing orders and financial regulations including 
instructions on the handling of contracts; and 

• developing and implementing strategies to prevent and detect fraud and 
corruption and receiving and investigating allegations of breaches of proper 
standards of financial conduct or of fraud and corruption. 

58 KPMG have not identified any significant weaknesses in the Council's 
arrangements to prevent and detect fraud and corruption. 

59 KPMG also carried out, as advocated within ISA 240, a number of discussions 
with those charged with governance arrangements at the Council. During these 
meetings KPMG considered management's approach and measures, both 
preventative and detective, to deal with fraud and corruption. KPMG concluded 
that the Council has adequate arrangements and measures in this area.  

Legality of transactions 
60 KPMG is required to review the arrangements that the Council has in place to 

identify whether transactions that might have significant financial consequences 
and contracts that it enters into are legally sound. KPMG reviewed the Council's 
overall arrangements by: 

• reviewing the arrangements for ensuring the legality of financial transactions; 
• considering the legality of financial transactions as part if its audit of the 

Council's financial statements; 
• discussing with the Council's Monitoring Officer whether any significant legal 

issues affect the Council; and 
• considering the local impact of national legislation affecting local government. 

61 KPMG has not identified any significant weaknesses in the framework 
established by the Council for ensuring the legality of its significant financial 
transactions.  
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Electors' questions and objections 
No questions or objections were raised with KPMG with regard to the Council's 
2004/05 financial statements. 

62 Sections 15 and 16 of the Audit Commission Act 1998 provide local electors with 
an annual opportunity to inspect the accounts of a local authority and 
subsequently, to put questions and/or objections relating to those accounts to the 
external auditor. Any such representations must be resolved prior to the closure 
of the audit.  

63 KPMG can report that it has not received any questions or objections on the 
2004/05 accounts from local authority electors under sections 15 and 16 of the 
Audit Commission Act 1998.  

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

financial management but links to the strategic management of the Council. 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. The Audit 
Commission anticipates that in future the Use of Resources judgements will form 
part of the CPA framework. 

65 KPMG assessed the Council’s arrangements in five areas, known as key lines of 
enquiry (KLOE). 

Table 1 The Councils arrangements 
 

Element Assessment 

Financial reporting 3 out of 4 

Financial management 3 out of 4 

Financial standing 2 out of 4 

Internal control 2 out of 4 

Value for money 2 out of 4 

Overall 2 out of 4 

*(Note: 1=lowest, 4=highest) 

66 In reaching its overall judgements, the Audit Commission has drawn on KPMG's 
review and findings for each specified KLOE. 
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67 The results of these judgements were communicated to the Council on the  
6 March 2006. The Council having reviewed the judgements considered that they 
did not accurately reflect the Council’s performance, and lodged an appeal with 
the Audit Commission. The key messages from our presentations are as detailed 
in the following table.
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KLOE Good practice points  Areas for 
development  

Financial 
reporting  

• The Council's accounts were 
prepared in accordance with 
statutory requirements, 
statutory/regulatory timetables, 
relevant accounting and reporting 
standards, and the Council's 
agreed accounting policies.  

• The Council ensured that 
appropriate, knowledgeable and 
skilled staff were available to deal 
with external auditors' queries, to 
substantiate assertions and 
explain items of account. 

• The Council has made relevant 
arrangements for the introduction 
of whole government accounts. 

• To progress to a 
score of four the 
Council needs to 
produce working 
papers that are 
‘exemplary.’ In terms 
of achieving an 
exemplary standard, 
there should be 
clear linkages 
between the lines on 
the financial 
statements and each 
working paper. It is 
recommended that 
working papers are 
produced 
electronically clearly 
showing how the 
working paper links 
to the financial 
statements. 

• In order to ensure 
external 
accountability all 
sections of the 
community should 
have access to 
Council documents. 
To achieve a level 
four the Council will 
have to ensure the 
facility to produce its 
documents in a wide 
variety of formats is 
clearly 
communicated to the 
community. 
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KLOE Good practice points  Areas for 
development  

Financial 
management 

• A comprehensive and balanced 
revenue budget has been set, 
based on realistic projections 
about pay, inflation and known 
service and capital development 
plans. 

• Business planning is linked to 
financial planning and the medium 
term financial strategy is linked to 
internal strategies. 

• The Council has plans in place to 
reduce the level of backlog 
maintenance on its asset portfolio. 

• The Council should 
continue to develop 
its financial 
commitments to 
partnership 
arrangements 
through the 
production of joint 
plans with partners 
and other 
stakeholders. 

• Whilst it is noted that 
the Council does 
some budget 
monitoring on an 
accruals basis it is 
council policy not to 
monitor the total 
budget through this 
method. However, it 
is becoming 
increasingly evident 
that effective 
financial 
management and 
closedown is being 
achieved by regular 
production of 
accrued financial 
information through 
the course of the 
year.   

• The Council should 
continue to develop 
its own suite of 
Performance 
Indicators (PI’s) for 
property 
management, 
ensuring that 
evidence is made 
available to 
demonstrate 
performance 
improvement. 
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KLOE Good practice points Areas for 
development 

Financial 
standing  

• The Council sets a balanced 
budget that takes account of cost 
pressures and the impact on 
council tax and housing rents. 

• The Council maintains its overall 
spending within budget. 

• The Council has a policy on the 
level and nature of reserves and 
balances required that has been 
approved by Members and is 
reflected in the budget and 
medium-term financial strategy. 

• The Council monitors and 
maintains its levels of reserves 
and balances within the range 
determined by its agreed policy. 

• The Council monitors the budget 
and underlying assumptions 
throughout the year and takes 
appropriate action to deal with any 
deterioration in the financial 
position. 

• The Council should 
evaluate the 
effectiveness of its 
debt recovery 
procedures taking 
account of 
associated cost and 
the cost of not 
recovering debt 
promptly. The 
Council’s current 
policy is to recover 
the total debt over 
an unlimited period 
of time. Looking 
forward the Council 
will need to consider 
costing their debt 
recovery procedures 
and produce aged 
debt profiles to 
enable a more 
informed decision. 

Internal 
control 

• The Council has adopted a risk 
management strategy/policy that 
has been approved by Members. 

• The Council maintains and 
reviews a register of its corporate 
business risks linking them to 
strategic business objectives for 
each risk. 

• The Council has conducted an 
annual review of the effectiveness 
of the system of internal control 
and reported on this in the 
Statement on Internal Control 
(SIC). 

• The Council has formally adopted 
a code of conduct for Members. 

 

• The Council's risk 
management 
process needs to 
incorporate risk 
assessments with 
regards to 
partnership 
arrangements. 

• A formal document 
summarising the 
Council’s assurance 
framework and 
mapping the 
Council's strategic 
objectives to risks, 
controls and 
assurances should 
be developed.  

(Continued) 
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KLOE Good practice points Areas for 
development 

  • A formal code of 
conduct for staff 
needs to be 
developed. 

Value for 
Money 

• The Council has identified as one 
of its corporate priorities the 
improvement of its approach to 
value for money. To help achieve 
this it has introduced a number of 
initiatives such as the budget 
setting process ‘Delivering 
Change’, a new performance 
management system based on the 
balanced scorecard model. This 
system includes a basket of 
performance indicators and a new 
procurement strategy that 
encourages the development of 
partnership working. 

• There are examples of value for 
money being achieved through the 
improvement of performance 
following investment from the 
Council. Examples include the 
benefits service and recycling, 
where through additional 
investment a change in the 
method of delivery was introduced 
and both have now improved their 
performance.  

• The Council has introduced a 
series of annual service reviews 
which have to be completed by 
each service department and 
fundamental service reviews 
which examine specific projects 
such as waste collection and 
recycling.  

 

• The Council should 
continue to work on 
improving its overall 
costs and unit costs 
for all of its services 
to allow comparison 
to be made with 
family and 
comparator groups.  

• The Council should 
ensure that it gives a 
more consistent 
achievement of VfM 
through the 
application of its 
‘Delivering Change’ 
process and 
performance 
management system 
is applied 
consistently to all its 
services. 

8 Information on costs 
and the quality of 
services needs to be 
collected and 
reported regularly to 
Members. This 
should be taken into 
account when 
reviewing 
performance, 
including assessing 
the equity of 
services provided 
across the 
community.  
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KLOE Good practice points Areas for 
development 

 The Council has recently set up a 
Performance Improvement Working 
Group which is responsible for the 
investigation of specific performance 
issues such as usage figures at 
leisure centres and the management 
of costs. 

 

 

69 KPMG will work closely with the Council to help it deliver the improvements it 
needs to achieve in order to continue to improve its rating in the future Use of 
Resources assessment. 
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Other work 

Additional voluntary work 
Grant claims 

70 KPMG has continued to operate a more risk-based approach to the certification 
of grant claims. We have reduced the time spent on the certification of these 
claims, although our ability to continue to do so depends on the adequacy of the 
Council’s control environment. 

71 The Council’s arrangements for managing and quality assuring grant claims 
submitted for audit has continued to improve.  

National Fraud Initiative 
72 In 2004/05, the Council took part in the Audit Commission’s National Fraud 

Initiative. The NFI, which is undertaken every two years, aims to help identify and 
reduce fraud by bringing together data from NHS bodies, local authorities, 
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.  

73 The Council participated in the NFI exercise and complied with the requirements 
of the initiative. It has set aside specific resources to follow up data matches and 
has shared the findings with the Audit Commission.     
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Looking forward 

Future audit and inspection work 
74 KPMG and the Audit Commission 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 our audit of the 2005/06 accounts, will 
be reported in next year’s Annual Letter.  

75 KPMG and the Audit Commission have sought to ensure, wherever possible, that 
their work relates to the improvement priorities of the Council. Both organisations 
will continue with this approach when planning our programme of work for 
2006/07. Both organisations will seek to reconsider, with you, your improvement 
priorities and develop an agreed programme by 31 March 2006. 

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

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

77 The Code has been revised with effect from 1 April 2005. Further details are 
included in our Audit Plan. 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.  

A new CPA framework 
78 The Audit Commission is currently considering the results of the consultation on 

the proposals for revising the CPA framework for District Councils. The revised 
framework will be published in the early part of 2006 with implementation from 
April 2006. 

 



Annual Audit and Inspection Letter │ Closing remarks  27 

Cannock Chase District Council 

Closing remarks 
79 This letter has been discussed and agreed with the Council. The Council has 

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

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

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

 
 
 
 

Signature 

 

 

KPMG LLP, Appointed Auditor  

 

 

 

Dianne Thomas, Relationship Manager, Audit Commission 

 

Ocotber 2006 
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Status of both the Audit Commission’s and KPMG 
LLP’s reports to the Council 

81 This annual audit and inspection letter is prepared in the context of the Statement 
of Responsibilities of Auditors and Audited Bodies issued by the Audit 
Commission.  Annual audit and inspection letters are prepared by relationship 
managers and appointed auditors and addressed to members and officers.  They 
are prepared for the sole use of the audited and inspected body, and no 
responsibility is taken by the Audit Commission or its appointed auditors to any 
member or officer in their individual capacity, or to any third party. 

82 External auditors do not act as a substitute for the audited body’s own 
responsibility for putting in place proper arrangements to ensure that public 
business is conducted in accordance with the law and proper standards, and that 
public money is safeguarded and properly accounted for, and used economically, 
efficiently and effectively. 
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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 Appointed Auditor. The letter summarises the conclusions and significant 
issues arising from our recent audit and inspections of the Council. 

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 KPMG's main objective as your appointed auditor is to plan and carry out an audit that 

meets the requirements of the Code of Audit Practice. KPMG 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 KPMG's audit are your corporate governance arrangements. KPMG's audit 
is then structured around the three elements of our responsibilities as set out in the 
Code and shown in Figure1. 

Figure 2 Code of Audit Practice 
Code of practice responsibilities 
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Accounts 
• Opinion. 

Financial aspects of corporate governance 
7 Reviewing how effectively the Council ensures: 

• financial standing; 
• systems of internal financial control; 
• standards of financial conduct and the prevention and detection of fraud and 

corruption; and 
• legality of transactions with significant financial consequences. 

Performance management 
• Use of resources. 
• Performance information. 
• Best value performance plan. 

Inspection objectives 
8 Inspection work is based around section 10 of the Local Government Act 1999, which 

requires us to carry out inspections and deliver reports that will: 

• enable the Council and the public to judge whether best value is being delivered; 
• enable the Council to assess how well it is doing; 
• enable the Government to assess how well its policies are being implemented; and 
• identify failing services where remedial action may be necessary. 
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Appendix 2 – Audit and Inspection reports 
issued 
Table 2  
 

Report title Date issued 

Audit Plan March 2005 

Interim memorandum August 2005 
Annual Management Letter February 2006 
Waste Management Inspection September 2005 
Direction of Travel Report March 2006 
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Appendix 3 – Audit and Inspection fee 
Table 3 Audit fee update 
 

Audit area Plan 2004/05 Actual 2004/05 

Accounts £30,000 £30,000 

Financial aspects of 
corporate governance 

£27,000 £27,000 

Performance  £25,000 £25,000 

Total Code of Audit 
Practice fee 

£82,000 £82,000 

Additional voluntary work 
(under section 35) 

£0 £0 

Total £82,000 £82,000 

Inspection fee update 
1 The full year inspection fee is £10,827. 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. 
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Appendix 4 – Summary of recommendations and action plan 
1 KPMG set out below, in the form of an action plan, the recommendations made to the Council and the actions that 

management has agreed to take. The recommendations are graded by risk, ie High (H), Medium (M) or Low (L) risk. 

Table 4  
 

Number Recommendation Management response 

1 Collection fund (H) 
The Council has produced an action plan which 
details what actions are required to in order to return 
the Collection Fund to a positive balance. This plan 
should be refreshed to ensure the outcome will be 
achieved. 

Agreed. 

2 General reserves and balances (M) 
The Council should continue to ensure that it develops 
a strategic approach to its use of reserves and 
balances, enabling delivery of its services in 
accordance with the Medium Term Financial Strategy. 

Agreed. 

3 Risk management framework (H) 
The Council should continue to develop and refine 
their risk management processes; determine a 
deadline for the completion of its risk management 
action plan; monitor compliance with that deadline and 
refresh the plan regularly. 

Agreed. 
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Number Recommendation Management response 

4 Comprehensive Performance Assessment (CPA) 
(H) 
The Council will need to continue to focus on its CPA 
improvement plan to ensure its full benefits are 
delivered. 

Agreed. 

5 Partnership agreements (H) 
The Council should continue to develop its corporate 
approach to partnership working and develop a clear 
partnership agreement that defines the joint operation 
and governance procedures that are adopted.  

To be agreed. 

 
 


