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Executive summary 

The purpose of this letter 
This is our audit and inspection ‘Annual Letter’ 
for Members which incorporates the  
Annual Audit Letter for 2003/04, and is 
presented by the Council’s Relationship Manager 
and District Auditor. The letter summarises the 
conclusions and significant issues arising from 
our recent audit and inspections of the Council. 

We have issued separate reports during the year 
having completed specific aspects of our 
programme. These reports are listed at 
Appendix 1 for information. Further, Appendix 2 
sets out the objectives of audit and inspection 
and Appendix 3 provides information about the 
fees charged. 

 

 

Key messages 

Comprehensive Performance 
Assessment 
Colchester was assessed as an ‘excellent’ 
authority with improving services.  
It is ambitious, has recently invested in a 
number of key areas, and has made robust 
plans to deliver better services and improve the 
quality of life for the people of Colchester. We 
congratulate the Council on its achievement. 

Accounts 
The core processes provide a sound basis for the 
production of the financial statements.  
The 2003/04 accounts were available on 30 
August in line with the revised submission 
deadline for 2004. Our work did not identify any 
material errors within the statement of accounts, 
however we have requested that, in future, 
there is a further improvement in working 
papers provided for audit and that the 
arrangements in place to manage the financial 
reporting of the ALMO are made more effective.  

We have received an objection to the accounts. 
This has not prevented us from issuing an 
unqualified opinion before the statutory deadline 
of 30 November. However, we cannot certify 
completion of the audit until the objection has 
been heard and determined. 

Financial aspects of corporate 
governance 

Corporate governance 
arrangements 

Risk management 
We assessed the Council’s current approach to 
risk management and reviewed the likely impact 
of the Risk Management Strategy and Strategic 
Risk Register. The Risk Management Strategy 
has provided a robust framework which will 
ensure that risk management is embedded 
across the Council. Overall, we have concluded 
that corporate governance arrangements for risk 
management are adequate. 

Prudential code 
We are pleased to report that Colchester has 
made good progress to ensure the effective 
implementation of the prudential regime. 

Financial standing 
The Council continues to have sound 
arrangements in place to monitor its financial 
position and take remedial action where 
appropriate. However, the next few years will be 
extremely challenging for the Council with 
funding for growth items needing to be identified 
and savings having to be made following the 
Gershon review. The Council will need to 
continue to monitor its financial position closely. 

Systems of internal financial 
control 
We have concluded that the arrangements for 
systems of internal financial control are 
satisfactory. We continue to be able to rely upon 
Internal Audit’s work and have worked together 
with them on the BVPI audit and in issuing a 
joint report on Colchester’s ALMO.  
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Standards of financial conduct 
and prevention and detection of 
fraud and corruption and legality 
of transactions 
We have concluded that arrangements are 
satisfactory in both these areas and there are no 
matters to draw to the attention of Members. 

Legality 
We have concluded that arrangements are 
satisfactory and there are no significant matters 
to draw to the attention of Members. 

Performance audit 
The Council’s BVPP complied in all material 
respects with legislation and statutory guidance. 
The arrangements for preparing performance 
indicators also improved compared to the 
previous year, and we have issued an 
unqualified opinion on the BVPP and the 
2003/04 outturn BVPIs. 

Our use of resources work since the last  
Annual Audit Letter has covered the customer 
service centre. The phased approach to the 
centre, initially for the Revenues and Street 
Services, is a realistic way of developing the 
service. It should be endorsed as a key objective 
by senior management and a marketing strategy 
now needs to be developed for the centre. 

Action needed by the Council 
• Actively share the findings of the CPA with 

the public, partner organisations, councillors 
and staff. 

• Monitor the CPA improvement plan currently 
being developed. 

• Further improve the working papers 
provided for the opinion audit. 

• Continue to monitor the financial position of 
the Council closely. 

 

 

Comprehensive Performance 
Assessment 
Colchester was assessed as an excellent council 
with improving services. It is ambitious, has 
recently invested in a number of key areas, and 
has made robust plans to deliver better services 
and improve the quality of life for the people pf 
Colchester. We congratulate the Council on its 
achievement. 

We carried out a Comprehensive Performance 
Assessment (CPA) as the first step in the wider 
improvement agenda set out in the Local 
Government Act 2003. 

The Act encourages a greater focus on improved 
services for local people. It involves freeing good 
councils from central government controls and 
restrictions and providing poorer councils with 
more, and better focused, support for 
improvement. CPA makes an overall judgement 
of where each council stands. The assessment 
for the Council was undertaken by a team from 
the Audit Commission and took place over the 
period from 23 to 27 February 2004. 

Colchester was assessed as an excellent Council. 

The main elements of the assessment were: 

• a self-assessment completed by the Council; 

• accredited peer challenge to inform the 
Council’s self-assessment; 

• a corporate assessment of the Council’s 
overall effectiveness in supporting services 
to deliver improvements; 

• an assessment of the Council’s service 
delivery performance through two diagnostic 
assessments on: 

− progress in meeting the decent homes 
standard; and 

− management of public space; 

• the Benefit Fraud Inspectorate’s (BFI) 
assessment of benefit services; 

• the District Auditor’s assessment of 
performance on each of the main elements 
of the Code of Audit Practice; and 

• audited performance indicators, inspection 
reports and plan assessments. 
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Summary of CPA judgements 
The corporate assessment concluded that the 
council has the ability to improve services, 
especially in key areas. 

The Council clearly has improved since 1999. 
It now demonstrates a common vision and 
ambitions developed with both partners and 
local people. These were lacking in 1999. 

Key strengths include: 

• strong working relationships between 
councillors and officers which utilises an 
innovative decision making framework; 

• a focus which is concentrated on a number 
of key areas. There is more emphasis on 
customers and service improvement than in 
the past; 

• good use of partnerships and additional 
external expertise to ensure that capacity is 
maximised; 

• improvement in service quality where the 
Council has been accredited as excellent, 
improved, or improving following service 
inspections. The Council is determined to 
continue to invest in resources, training and 
systems to ensure that improvement 
continues; 

• a sophisticated change management culture. 
Staff are perceived as being committed and 
enthusiastic and the Council has shared its 
best practice with other bodies; and 

• close links between local strategic 
partnerships and the strategic plan for the 
timescale up to 2020. The plan provides a 
clear picture of current practices and what 
needs to happen in the future in order for 
the Council to achieve its agenda and 
priorities. 

As expected following an excellent score, our 
review did not indicate areas for improvement. 
However we did recommend that the Council: 

• actively share the findings of the assessment 
with the public, partner organisations, 
councillors and staff. 

Following the finalisation of our assessment the 
score and findings were made public in  
June 2004. 

Despite being awarded an excellent score, 
Colchester has decided to take part in the 
improvement planning process. The Council has 
designed an improvement plan which will ensure 
that it continues in the right direction. This is not 
prescribed practice for excellent authorities but 
demonstrates Colchester’s commitment to 
sustaining and improving service delivery. The 
Council are to be commended on this innovative 
approach. 

We will continue to monitor the improvement 
plan over the coming years. 

 

Recommendations 

R1 Actively share the findings of the assessment 
with the public, partner organisations, 
councillors and staff. 

R2 Monitor the CPA improvement plan currently 
being developed. 

 

 

Accounts 
The core processes provide a sound basis for the 
production of the financial statements. The 
2003/04 accounts were available on 30 August 
in line with the revised submission deadline for 
2004. Our work did not identify any material 
errors within the statement of accounts, 
however we have requested that, in future, 
there is further improvement in working papers 
provided for audit and that the arrangements in 
place to manage the financial reporting of the 
ALMO are made more effective.  

We have received an objection to the accounts. 
This has not prevented us from issuing an 
unqualified opinion before the statutory deadline 
of 30 November. However, we cannot certify 
completion of the audit until the objection has 
been heard and determined. 

Review of core processes 
We examined the Council’s core processes to 
assess the basis on which the accounts are 
prepared. The work was undertaken in February 
and March 2004 and we reviewed: 

• the main accounting system; 

• the budgetary control process; and 

• the year-end closedown process. 
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We concluded that there was a low risk of any of 
these processes leading to material 
misstatements in the financial statements. There 
are no key recommendations arising from our 
work to bring to the attention of Members. 

Audit of the financial statements 
A set of draft accounts was received on  
30 August. This was in line with the revised 
statutory deadline for 2003/04 of 30 August. 
The deadline will be brought forward by one 
month for 2004/05. We will continue to work 
closely with the Council throughout 2004/05 to 
ensure that the closedown process can be 
managed effectively to ensure that a substantial 
draft set of statements are produced by the then 
deadline of 31 July 2005. 

We recommended some minor changes to the 
accounts to ensure that they were presented in 
line with the Statement of Recommended 
Practice 2004. These changes were made 
following full co-operation by finance officers. 

We have also commented in our final accounts 
memorandum that working papers need to be 
improved. We appreciate that the Council did go 
to some lengths to improve working papers for 
this year however, we would suggest that there   
is a clear audit trail between the accounts and 
supporting documentation in future. 

We would like to take this opportunity to thank 
officers of the finance team for their efforts and 
cooperation throughout this process. 

Reporting to the Council 
We are required to comply with the Statement 
of Auditing Standard (SAS) 610 – reporting to 
those charged with governance. This required us 
to report on matters arising from our audit in 
relation to the following. 

• Expected modifications to the standard 
auditors’ report included in the accounts. 

• Unadjusted misstatements. 

• Material weaknesses in the accounting and 
internal control systems identified during the 
audit. 

• Our views about the qualitative aspects of 
the Council’s accounting practices and 
financial reporting. 

• Matters specifically required by other 
auditing standards to be communicated to 
those charged with governance. 

• Any other relevant matters relating to the 
audit. 

Our SAS 610 report was presented to the 
Accounts and Regularity committee on  
19 October 2004. We had two issues to bring to 
member’s attention. 

• The Council needs to improve the corporate 
governance arrangements in place for 
expenditure managed by CB Homes, the 100 
per cent owned Arms Length Management 
Organisation (ALMO). Both external and 
Internal Audit have highlighted control 
weaknesses, covering payments to InSpace. 
For 2003/04, we were able to gain sufficient 
assurance through additional testing but, 
given the increase in expenditure on the 
decent homes agenda alone in 2004/05, 
responsibility remains with the Authority to 
ensure value for money and delivery of 
service. As part of the managed audit 
approach and to ensure consistency, we 
have added our observations and 
recommendations to Internal Audit’s report 
on the Partnership arrangements. 

• We found differences between the Council’s 
main financial system and the rents and 
benefits systems. Although the Council has 
endeavoured to improve the reconciliation 
processes, these differences remain. 
Although these were not material to the 
figures in the accounts, they are to the 
larger grant claims involving benefits and 
subsidy payments to the Council. Because of 
this issue with reconciliations, elements of 
these grants are likely to be qualified for 
2003/04. 

Following an objection to the accounts we were 
able to give an unqualified opinion on 24 
November. However, we will be unable to certify 
the audit until the objection is heard and 
decided. 
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Financial aspects of 
corporate governance 
Our audit is centred on corporate governance 
and this year we have looked specifically at risk 
management arrangements and the 
arrangements for the introduction of the 
Prudential Code. We also look at specific aspects 
of the Council’s arrangements. 

• Corporate governance arrangements. 

• Financial standing. 

• Systems of internal financial control. 

• Standards of financial conduct, and the 
prevention and detection of fraud and 
corruption. 

• Legality of financial transactions. 

Corporate governance 
arrangements 

Risk management 

We assessed the Council’s current approach to 
risk management and reviewed the likely impact 
of the Risk Management Strategy and Strategic 
Risk Register. The Risk Management Strategy 
will provide a generally robust framework for 
embedding risk management across the Council. 
Overall, we have concluded that corporate 
governance arrangements for risk management 
are adequate. 

Colchester are working well towards 
implementing risk management throughout the 
Council. We do, however, support Internal 
Audit’s recommendations on risk management 
which were made earlier in the year. 

• The operational risk registers should be 
drawn together to aid planning and review. 

• A formal timetable needs to be agreed for 
the review of the registers and progress 
against action plans. 

• Measurable targets need to be set for the 
Strategic Risk Management Group. 

• There is a need to cascade training. 

In addition, the Authority needs to develop an IT 
disaster recovery plan and an IT security policy. 

The prudential code 
We are pleased to report that Colchester has 
made sufficient progress to ensure the effective 
implementation of the prudential regime. 

The CIPFA prudential code has been produced to 
underpin the revised system of capital finance 
for local government, which came into force in 
April 2004.  

The implementation of the prudential code is a 
major change in Local Government  
Capital Financing. We recommend that the 
prudential regime is a regular reporting item to 
both Cabinet, and Finance and Audit Scrutiny 
Panels. It would be beneficial if performance 
monitoring indicators were in place as soon as 
possible for the prudential code.  
In addition, the capital procedures should be 
reviewed to ensure compliance with the code. 

Financial standing 
The Council continues to have sound 
arrangements in place to monitor its financial 
position and take remedial action where 
appropriate. However, the next few years will be 
extremely challenging for the Council with 
funding for growth items needing to be identified 
and savings having to be made following the 
Gershon review. The Council will need to 
continue to monitor its financial position closely. 

We examined the Council’s financial standing 
and identified that Colchester exhibits good 
practice in managing its financial position. 
Examples include: 

• 2004/05 budget set by taking account of 
pay/inflation cost factors; 

• future cost pressures are discussed at 
committee meetings; and 

• budgets are delegated to relevant managers.  
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2003/04 Outturn 

The 2003/04 general fund outturn position is 
summarised in Exhibit 1. 

EXHBIT 1: 2003/04 GENERAL FUND OUTTURN  

Item £m 

Revised 2003/04 budget 19.033 

Actual 2003/04 18.953 

Net under-spend 2003/04 0.080 

Less commitments carried forward 0.147 

Less one-off items nil 

General fund net over spend 2003/04 0.067 

Revenue 

General Fund balances at 31 March 2004 stood 
at £2.6 million, which is £600,000 above the  
risk-assessed minimum working balance. This 
£600k has been carried forward into 2004/05 to 
fund ongoing 2003/04 schemes and to support 
the 2004/2005 budget. 

Including other reserves, the total level of 
reserves stood at £7.9 million at the end of 
2003/04.  

The Council is planning to use some of these 
reserves to fund expenditure in 2004/05. 

(Exhibit 2). The Council is planning to use 
£0.963 million of these reserves during 
2004/05, leaving a projected balance at  
31 March 2005 of £6.9 million. 

 

EXHIBIT 2: LEVEL OF RESERVES 

Reserve At 31 
March 
2004 
£000 

Use 
2004/05 

£000 

At 31 
March 
2005 
£000 

Repairs and 
Renewal 

3,206 258 2948 

Insurance 445 Nil 445 

Capital 
expenditure 

2,925 345 2,580 

Asset 
replacement 

650 360 290 

Heritage 
reserve 

14 Nil 14 

Gosbecks 428 Nil 428 

Other 241 Nil 241 

Total 7,909 963 6946 

Future financial position 

The Cabinet agreed the budget for 2004/05 in 
January 2004. The report presented to Cabinet 
outlined the financial position for Colchester over 
the next two years and highlighted the need to 
closely monitor the position on a regular basis. 
The medium term financial forecast (MTFF) 
assumes a budget of £18.8 million for the 
current year and £19.2 million for 2005/06. The 
MTFF assumes that Revenue Support Grant will 
remain at £10.1 million and that Council tax will 
increase by 7% per cent in both years.  
The budget for 2004/05 allows for £1 million for 
Priority 1 growth expenditure items, but with 
increased pressure on other non-growth areas 
and inflationary increase the Council will face a 
challenging two years financially. This has been 
confirmed in recent reports to cabinet which 
show a forecasted overspend at 31 March 2005 
of £0.110 million. The forecasted overspend is 
due to many cost pressures including a rise in 
staffing costs at the Customer Service Centre 
and Street Services. The Council have reviewed 
the financial position for the next five months of 
2004/05. Following this review, all services have 
been requested to make target savings totalling 
£110k which should ensure that the Council 
reach breakeven at year-end. It is essential, 
therefore that balances and reserves continue to 
remain at the minimum level and assurance is 
given that financial control continues throughout 
the medium term. 
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Capital 

The capital programme is built into the MTFF 
and the Council anticipate that capital 
expenditure will decrease in the medium term. 
Currently, estimates for 2004/05 stand at £9.68 
million reducing to £6.11 million in 2005/06. 
(These figures exclude the HRA).The amount of 
resources available for capital expenditure in the 
current year are estimated to be sufficient. 
There are sufficient anticipated resources over 
the three year period for capital projects. 
However, schemes will not be approved for 
release until these funds are confirmed.  

Clearly the next few years will be challenging for 
the Council in achieving financial balance. The 
Council may need to consider: 

• reviewing, in detail future capital 
expenditure; 

• reshaping service delivery; 

• alternative options for delivery; 

• continual re-appraisal of budgets; 

• risk management; and 

• a strategy for reserves. 

 

Recommendation 

R3 Continue to monitor the financial position of the 
Council closely for both revenue and capital 
items. 

Key ratios 

The Audit Commission’s ‘Balances database’ 
assesses Colchester’s financial health compared 
to other district councils in terms of a number of 
key financial ratios.  

Colchester’s general fund balance as a 
percentage of the Council’s net operating 
expenditure is relatively high compared to other 
Districts, suggesting the balance is healthy 
(Exhibit 3). 

 

EXHIBIT 3: GENERAL FUND 
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The total level of usable reserves as a 
percentage of operating expenditure confirms 
that Colchester have maintained a comfortable 
balance compared to Districts. 

EXHIBIT 4: USABLE RESERVES 
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HRA investment has increased in the last year 
which has contributed to Colchester having one 
of the biggest spend per dwelling ratio.  

EXHIBIT 5: TOTAL HRA REVENUE EXPENDITURE 
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Systems of internal financial 
control 
We have concluded that arrangements for 
systems of internal financial control are 
satisfactory. We continue to be able to place 
reliance upon Internal Audit’s work and have 
worked together with them on the BVPI audit 
and in issuing a joint report on Colchester’s 
ALMO. 

Systems of internal financial control 

We have placed considerable reliance upon the 
work of Internal Audit in assessing systems of 
internal financial control and support their 
recommendations, in particular with regard to 
housing reconciliations which has been an issue 
in previous years. 

Our annual review of Internal Audit’s work 
identified that the work being undertaken is 
carried out robustly, the audit opinions made are 
reasonable and the reports produced are clear, 
concise and based on appropriate evidence.  
We were, therefore, able to place  reliance on 
the work of Internal Audit in terms of our own 
core process review work. We continue to work 
closely with Internal Audit to ensure that the 
managed audit approach is effective. We have 
worked together on the BVPI audit and have 
issued a joint report on Colchester’s ALMO. 

Standards of financial conduct 
and prevention and detection of 
fraud and corruption 
We have concluded that arrangements are 
satisfactory and there are no major issues to 
draw to the attention of Members. 

Legality of transactions 
We have concluded that arrangements are 
satisfactory and there are no significant matters 
to draw to the attention of Members. 

The Council continue to operate adequate 
arrangements to address legality issues.  
We have suggested, in our interim report, that 
arrangements would be enhanced if ad hoc 
compliance checks were to take place on 
compliance with legislation. 

We have received an objection to the financial 
statements for 2003/04 from a member of 
parliament for Colchester. We are currently 
reviewing the details of the objections, in 
particular, the Council’s detailed response.  
We will not be able to issue a certificate on the 
2003/04 audit until this objection has been 
cleared. We will provide Members with an 
update at the presentation of this Annual Audit 
Letter. 

 

 

Performance management 
Our performance management audit covers the 
following areas: 

• Best Value Performance Plan (BVPP); and 

• use of resources. 

Best Value Performance Plan 
The Council’s BVPP complied in all material 
respects with legislation and statutory guidance. 
The arrangements for preparing performance 
indicators were also improved compared to the 
previous year, and we have issued an 
unqualified opinion on the BVPP and the 
2003/04 outturn BVPIs. 

Under the Local Government Act 1999, specified 
local government bodies are required to comply 
with the general duty of Best Value, which is 
defined as making arrangements to secure 
continuous improvement in the way in which 
their functions are exercised, having regard to a 
combination of economy, efficiency and 
effectiveness. 

The Council is required to publish annually a 
BVPP, which summarises its assessment of 
performance and its plans in relation to Best 
Value. The Council is responsible for preparing 
the BVPP and for the information and 
assessments that are set out within it and the 
assumptions and estimates on which they are 
based. It is also responsible for putting in place 
appropriate performance management and 
internal control systems, from which the 
information and assessments in the BVPP are 
derived. 
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Auditors consider and report on whether the 
Council has complied with statutory 
requirements in respect of the preparation and 
publication of its BVPP. 

Auditors are not required to form a view on the 
completeness or accuracy of the information or 
the realism and achievability of the assessments 
published by the audited body in its BVPP. 

Publication of the 2004/05 BVPP 

We concluded that the Council’s BVPP contains 
all the key elements required by legislation and 
statutory guidance.  

We have, therefore, issued an unqualified 
opinion on the BVPP. 

Performance information 

In the 2003/04 best value audit we placed 
reservations on three PIs. For the 2004/05 best 
value audit we again placed reservations on 
three indicators although these were not the 
same as in the previous year and were due to 
the inadequate systems for production and 
collection of data. 

In 2003/04, the reservations were caused by 
errors in arithmetic. As in the previous year the 
system used to calculate sickness leave is 
unable to produce accurate data. It was also 
found that records maintained for waste disposal 
could not be reconciled to primary data. 
However a new system is in place so that it is 
not anticipated that this will be an issue in 
future. 

It was noted that the standard of working 
papers was generally high, and that the liaison 
arrangements that had been put in place were 
very good. For 2004/05, we have also worked 
with Internal Audit and used the managed audit 
approach to ensure that performance indicators 
are tested in detail. Internal Audit continues to 
review individual performance indicators as part 
of their audit plan and we will review this work 
as part of the approach to next year’s BVPP 
audit. 

Use of resources 
Our use of resources work since the last Annual 
Audit Letter has covered the customer service 
centre. The phased approach to the centre, 
initially for the  Revenues and Street Services,, 
is a realistic way of developing the service. It 
should be endorsed as a key objective by senior 
management and a marketing strategy needs to 
be developed for the centre. 

As part of the 2003/04 audit we undertook a 
review of the Council’s proposed contact centre. 
This work was completed in December 2003. 

As part of its e-government programme 
Colchester has decided to implement a customer 
service centre. The project impacts on the whole 
area of e-government. Computerisation of 
customer information and document storage is 
integral to the Council’s strategy. 

 Our review assessed whether the Council: 

• had considered all the relevant issues in 
making the decision to create a customer 
services centre; and 

• reviewed the arrangements that have been 
put in place to implement the centre. 

We concluded that the Council had invested 
significant resources in setting up the customer 
services centre. We acknowledged that the 
centre is a key tool in the Borough’s strategy for 
delivering better customer care and 
implementing the e-government agenda in 
Colchester.  

The Council introduced robust arrangements for 
the decision making of the centre and ensured 
that implementing it was a priority. 

The Council understood the wider implications of 
setting up the customer service centre and has 
produced a clear vision of what the centre will 
be like. This has been disseminated to all staff. 
The centre is a key element of the Council’s 
strategy and fits into the improvement process. 

The Council has recruited managers with a 
background and expertise in setting up and 
running customer service centres. This has 
resulted in a sound approach to the running of 
the project. 
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The Council opted for a corporate customer 
services centre which will deal with all services 
and all types of customer contact. A network of 
task teams has been set up which will deal with 
all services and all technical and human 
resource issues affecting the impact the centre 
will have. Management of the change that the 
centre will cause has been well thought out, and 
a high number of managers and staff are 
involved in the project. Communication with 
staff and the trade unions has been good. 

Management and coordination of the project is 
good with clear monitoring and lines of 
reporting. A robust project management 
methodology is being used by the officers of the 
Council and their information and 
communications technology (ICT) partner. 

Personnel issues are being properly considered 
with a dedicated task team involving 
management and union representation. The new 
ICT systems that will be needed to successfully 
deliver the centre have been identified, budgets 
approved, and procurement is underway. The 
ICT support that will be necessary for the centre 
has been arranged through the ICT partner. 

Recommendations for Members in our last 
letter 

We made certain recommendations in our 
Annual Audit Letter for 2002/03. Details of these 
are shown below (Exhibit 6). As can be seen, the 
majority of recommendations have been 
addressed and the Council are to be particularly 
commended for the progress made on the 
Housing Landlord function. 

 

EXBIBIT 6: 2002/03 RECOMMENDATIONS FOR 

MEMBERS 

Recommendations Response 

Ensure that 
reconciliations between 
the ledger, council tax, 
national non domestic 
rates, benefits, rents and 
cash are investigated and 
arrangements set up to 
enable then to be 
undertaken on a regular 
basis during the year 
rather than at year end. 

This is still in progress. 
The Council could not 
reconcile the ledger, 
benefits, rents and cash 
systems and this was 
reported in our SAS610 
report to Members in 
October. We are likely to 
have to qualify the 
subsidy claims this year 
because of this issue. 

Continue to monitor the 
implementation of the 
risk management 
arrangements to ensure 
that the arrangements 
become embedded fully 
within the organisation.  

The Council continues to 
implement the risk 
management 
programme. It is yet to 
become embedded 
within the culture of the 
organisation but it is 
anticipated that this will 
improve in 2004/05. 

Continue to monitor the 
level of rent arrears and 
ensure action is taken to 
reduce them. 

The Council have 
continued to devote 
resources to the 
reduction of rent 
arrears. In 2003/04 rent 
arrears reduced by  
eight per cent from  
£1.8 million to  
£1.4 million. Scrutiny of 
the level of debts and 
bad debt provision 
continues. Colchester 
appear to be making 
progress to reduce rent 
arrears to a more 
suitable level. 

Have regard to the 
implications of the impact 
of the prudential code. 

The Council has worked 
well to identify the 
implications and prepare 
for the introduction of 
the prudential code.  
See previous comments 
on page 6. 
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Recommendations Response 

Monitor action taken to 
respond to the 
recommendations made 
regarding the BV review 
for waste management, 
housing and landlord and 
leisure. 

Waste Management – 
the Council has 
progressed well on 
delivering the 
improvement plan; costs 
have been reduced and 
relationships with 
partners have improved. 

Housing Landlord 
function – capacity has 
increased, waiting times 
have reduced, a stock 
condition survey is in 
progress and the repairs 
and maintenance 
contract has been  
procured as an insource 
arrangement. The 
percentage of 
emergency repairs has 
reduced from  
25 per cent to  
10 per cent and urgent 
repairs from 15 per cent 
to 6 per cent.  
The positive steps taken 
have moved the Council 
up from one star to two. 

 
 

 

Other work 

Grant claims 
Over recent years the number of claims 
requiring audit certification has grown and audit 
fees have risen in line with this growth. In 
accordance with Strategic Regulation, the Audit 
Commission has adopted a more risk based 
approach to the certification of grant claims. 
With effect from 2003/04 the smaller claims 
have not been subject to audit or have received 
a lighter touch. The approach to larger claims 
has been determined by risk and the adequacy 
of the Council’s control environment.  

We have liaised with the Council to ensure that 
arrangements for managing and quality assuring 
grant claims submitted for audit has improved. 

The Council has ensured that we have received 
all grants for 2003/04 by the audit deadline.  

Initially we qualified the advance Subsidy Base 
Data return (2005/06) because the general 
ledger cannot be reconciled to the rents or 
benefits systems. The ODPM have since 
accepted that the figures in the return are the 
most prudent and we have recertified the claim 
on this basis. 

The reconciliation problem is likely to have an 
impact on our certification of the Housing 
Subsidy final claims for 2003/04. 

 

 

Looking forwards 

Future audit and inspection work 
We have an agreed plan for 2004/05 which 
reflects the excellent score following the CPA 
assessment and the impact of strategic 
regulation introduced by the Audit Commission 
in 2004. The plan provides for core audit work 
with a significant reduction in the performance 
and inspection work following the excellent 
score. We will, however, work with the Council 
throughout the Improvement Planning process.  

The remaining elements of that plan, including 
our audit of the 2004/05 accounts, will be 
reported in next year’s Annual Letter. Our 
planned work, together with that of other 
inspectorates, is included on both the Audit 
Commission and LSIF (Local Services 
Inspectorates Forum) websites.  

We have sought to ensure, wherever possible, 
that our work relates to the improvement 
priorities of the Council. We will continue with 
this approach when planning our programme of 
work for 2005/06. 
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Revision to the Code of Audit 
Practice 
The Audit Commission has consulted on a 
revised Code of Audit Practice for application to 
the audit of the 2005/06 accounts. The new 
Code, which will be laid before Parliament in 
January 2005, is designed to secure: 

• a more streamlined audit, which is 
proportionate to risk and targeted on areas 
where auditors have most to contribute to 
improvement; and 

• a stronger emphasis on value for money, 
focussing on bodies' corporate performance 
and financial management arrangements 
(rather than individual services and 
functions); and better and clearer reporting 
of the results of audits. 

Further details will be provided in the Audit and 
Inspection Plan 2005/06. 

 

 

Closing remarks 
This letter has been discussed and agreed with 
the Chief Executive. A copy of the letter will be 
presented at Cabinet in January 2005. 

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

 

 

 

 

Availability of this letter 
This letter will be published on the Audit 
Commission’s website at  
www.audit-commission.gov.uk, and also on the 
Council’s website. 
 

 

 

 

Simon Cookson 
District Auditor and Relationship Manager 
Date December 2004 

 

 

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. 
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A P P E N D I X  1  

Audit and Inspection reports issued  
 

Report Date Issued 

Audit Plan 2002/04 July 2002 

Customer Service Centre Review December 2004 

Comprehensive Performance Assessment June 2004 

Audit Plan 2004/05 June 2004 

Interim Audit Report  August 2004 

Review of Financial Statements (draft) November 2004 

Review of BVPP and BVPIs (draft) July and November 2004. 

Annual Audit Letter December 2004 
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A P P E N D I X  2  

Scope of Audit and Inspection 

Audit 
Our main objective as your appointed auditor is to plan and carry out an audit that meets 
the requirements of the Code of Audit Practice. We adopt a risk based approach to planning 
our audit, and our audit work has focused on your significant financial and operational risks 
that are relevant to our audit responsibilities.  

Central to our audit are your corporate governance arrangements. Our audit is then 
structured around the three elements of our responsibilities as set out in the Code and 
shown in Exhibit 7. 

 

EXHIBIT 7: THE THREE MAIN ELEMENTS OF OUR AUDIT OBJECTIVES 

 

Accounts 

• Opinion. 

Financial aspects of corporate governance 

• Financial standing. 

• Systems of internal financial control. 

• Standards of financial conduct and the prevention and detection of fraud and corruption. 

• Legality of transactions. 

Performance management 

• Use of resources. 

• Performance information. 

• Best Value Performance Plan. 
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Inspection 
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. 

 

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. 
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A P P E N D I X  3  

Audit and Inspection fees 

Audit fee update 
 

Audit area Plan 2003/04  Actual 2003/04  

Accounts £35,700 £35,700 

Financial Aspects of Corporate Governance £38,000 £38,000 

Performance £51,500 £51,500 

TOTAL CODE OF AUDIT PRACTICE FEE £125,200 £125,200 

Grant Claim Certification £45,000 £45,000* 

* Actual fee yet to be determined as this is work in progress. 

Inspection fee update 
The full year inspection fee is £15,800. The work reported in this Audit and Inspection Letter 
has been funded by an element of the fee covering 2003/04 and by an element of the fee 
covering 2004/05. In both years, the actual fee will be in line with that planned. 

 

 

 

 

 


