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The Audit Commission is an independent watchdog,
driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for everyone.

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

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

for local people.
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Summary

Funding from government grant-paying departments is an important
income stream for the Council. The Council needs to manage claiming
this income carefully. It needs to demonstrate to the auditors that it
has met the conditions which attach to these grants.

This report summarises the findings from the certification of 2009/10
claims. It includes the messages arising from my assessment of your
arrangements for preparing claims and returns and information on
claims that we amended or qualified.

Certification of claims

1 North West Leicestershire District Council receives more than £30
million funding from various grant paying departments. The grant paying
departments attach conditions to these grants. The Council must show that
it has met these conditions. If the Council cannot evidence this, the funding
can be at risk. It is therefore important that the Council manages certification
work properly and can demonstrate to us, as auditors, that the relevant
conditions have been met.

2 In 2009/10, we certified 6 claims or returns with a total value of over
£70 million. Of these, we carried out a limited review of 5 claims and
completed a full review for one of the claims (refer to paragraph 11 below).
We amended one claim and issued a qualification letter for this claim. This
has been summarised in Appendix 1.

Significant findings

3 All claims and returns were well compiled. We did not detect any
significant errors and matters reported to the grant paying bodies did not
relate to fundamental errors or uncertainties.

4 My team worked with the Council to reduce the level of fees in respect
of the Housing and Council Tax Benefit claim. Some sample testing was
completed by the Council in house and we were able to rely on it after we
reviewed the completed work. This reduced the fees in comparison to last
year.

Certification fees

5 The fees charged for grant certification work in 2009/10 were
£24,537.50 (£29,600.00 in 2008-09) and has been analysed in Table 1
below.
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Table 1: Certification Fee Per Grant Claim

Grant Claim Certification Fee § Certification Fee
2009-10 2008-09
(£) (£)

Housing and Council Tax 20,697.50 26,960

Benefit

Pooling of Housing Capital 675 1,298

Receipts

Housing Subsidy 695 1,317

HRA Subsidy Base Data Return 1,067.50 1,138

Disabled Facilities Grant 212.50 352

National Non Domestic Rates 1,190 1,402

Return

Grants Planning, Supervision Nil 62

and Review

Grants Refund Nil (2,929)

6 The rest of this report summarises our specific findings for each of the
claims and returns.

Actions

7 Appendix 2 sets out the recommendations arising from our work which
have been agreed by officers.
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Background

8 The Council claims more than £28 million for specific activities from

grant paying departments and pays over nearly £47 million in National non-

domestic rate receipts and negative housing subsidy. As these amounts are

significant to the Council’'s income and expenditure it is important that this

process is properly managed. In particular this means:

m an adequate control environment over each claim and return; and

m ensuring that the Council can evidence that it has met the conditions
attached to each claim.

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

10 The Council is responsible for compiling grant claims andwreturns in
accordance with the requirements and timescale set by the grant.paying
departments. The guidance for the audit of each claim is-set down in_a
"Certification Instruction".

11 The key features of the current arrangements ‘are as follows.

m  For claims and returns below£125;000'the Commission does not make
certification arrangements:

m For claims and returnscbetiveen £125,000 and £500,000, auditors
undertake limited tests to.agree form entries to underlying records, but
do not undertake any testing.of eligibility of expenditure.

m For claims and returns over £500,000 auditors assess the control
environment for the preparation of\the claim or return to decide whether
or not they €an place reliance on it. Where reliance is placed on the
control environment, auditors\undertake limited tests to agree from
entries to underlying records but do not undertake any testing of the
eligibility of expenditure or data. Where reliance cannot be placed on
the control environment;auditors undertake all of the tests in the
certification instruction~and use their assessment of the control
environment to inform decisions on the level of testing required. This
means that the audit fees for certification work are reduced if the control
environment is strong.

m  For claims spanning over more than one year, the financial limits above
relate to the amount claimed over the entire life of the claim and testing
is applied accordingly. The approach impacts on the amount of grants
work we carry out, placing more emphasis on the high value claims.
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Findings

Control environment

12 For claims and returns over £500,000 we have once again been able to
rely on the Council's control environment. This means that we carried out
limited testing, leading to lower fees. As in previous years, the one
exception is the Housing and Council Tax Benefits Claim, where the
certification instruction requires auditors to undertake full testing.

13 As noted in our 2008/09 Certification of Claims and Returns Report,
there was no evidence of review of working papers by senior officers or a
single comparison of entries year on year. Our work in 2009/10 showed that
this continued to be the case. | have therefore, reiterated my 2008-09
recommendation.

Recommendation

R1 Evidence that working papers and claim entries are reviewed by a
senior officer prior to submission for audit should be retained.

14 The Council completed most of its claims and returns in accordance
with the submission deadlines and submitted them to me promptly. Our
routine queries were dealt with efficiently.

Specific claims

15 This section of the report details specific findings for each of the claims
audited.

Housing and Council Tax Benefit

16 Guidance for auditing the Housing and Council Tax Benefit claim
requires us to complete full testing in accordance with the Department for
Work and Pensions requirements. These requirements include initial sample
testing of 20 cases for each type of benefit claimed. In 2008/09 the Council
completed some of the initial testing, increasing the amount in 2009/10. We
reviewed the work and were able to rely on it after some additional work on
evidencing carried out by audit staff.

17 The sample testing has to be completed in accordance with the
certification requirements and documented using electronic workbooks, as
agreed with the department for Work and Pensions. To ensure the work
completed by the Council met the required standard, we undertook certain
quality control procedures, namely:
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m further training of Council staff on the use of electronic workbooks;

m discussion on the nature of the documentation and supporting evidence
required; and

m providing support to Council staff and responding to queries through to
completion of the sample testing.

18 This is the principal reason the fees charged for the Housing Benefit
audit have fallen from £26,960 in 2008/09 to £20,697.50 in 2009/10.

19 Where there are any errors identified in the initial sample auditors are
required to sample test an additional 40 cases (known as 40+ testing) for
the specific benefit type an error relates to. Following this the auditor will
decide whether there is a fundamental system weakness and report the
error to the Department for Work and Pensions, or whether the error is a
‘one-off', in which case the claim is amended.

20 The initial testing carried out identified one error which required 40+
testing. The error related to the classification of Council Tax Benefit
overpayments. In four cases the initial period of the overpayment had been
classified as Eligible excess benefit instead of LA error and administrative
delay. We specifically tested another 40 overpayments and found an
additional 15 errors. This has been reported to the Department of Work and
Pensions in my qualification letter sent with the certified claim.

21 Minor reconciliation differences were identified between the amount of
benefit paid and granted. This has also been reported in my qualification
letter.

22 These issues will need to be addressed by the Council in compiling the
2010/11 claim.

Recommendation

R2 The Council should address the issues raised in the qualification letter
issued with the Housing and Council Tax Benefit 2009/10 claim.

23 In addition, we identified an error in the claim compilation. This related
to Non HRA Rent Rebates which had been incorrectly summarised within
the Council's working papers. We were able to amend the claim for this
error, increasing the total subsidy claimed by £4,210.
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Pooling of Capital Receipts

24 As in previous years, this claim was not completed prior to the local
authority deadline of 30 June 2010 although we understand that this year
the Council had some difficulty obtaining the correct form from the relevant
government department for completion. We received the claim for audit on
the 30th September 2010, the submission deadline for audited claims.

25 We were able to re-assign audit resources and complete the audit of the
claim on the date received, but may not be able to do so in the future which
would result in late submission. Late submission of claims could result in
penalties being imposed by the relevant grant paying department.

Recommendation

R3 The Council should liaise with government departments to ensure that
all claims are completed prior to the deadlines set by the relevant grant
paying department, in particular the Pooling of Capital Receipts return.

Other Grant Claims

26 We are pleased to report that we did not identify any amendments and
gave unqualified certificates for the following grant claims:

m  HRA Subsidy Base Data Return

m Disabled Facilities Grant

m  National Non Domestic Rates Return

27 Asillustrated in Table 1 above, the working papers provided in support
of these grant claims were of a good standard and we were able to reduce
the fees for each claim.
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Appendix 1 Summary of 2009/10 certified
claims

Claims and returns above £500,000

Adequate Amended Qualification
control letter

environment

Housing 21,850 N/A Yes Yes
and Council
Tax benefit

Fee
charged

20,697.50

Housing 3,644 Yes No No
subsidy

(negative

subsidy

payable to

the CLG)

695

HRA N/A Yes No No
subsidy

base data

return

2011/12

1,067.50

National 43,774 Yes No No
Non

Domestic

Rates

Return

1,190

Claims between £125,000 and £500,000

Amended

Pooling of capital receipts 283 No

Disabled Facilities Grant 214 No

Audit Commission Certification of claims and returns - annual report



Appendix 2 Action plan

Page | Recommendation Priority Responsibility § Agreed § Comments
1=Low
2 = Med

3 = High

Annual Claims and Returns Report 2009/10 - Recommendations

R1 Evidence that working 1 Pritesh Yes None June
papers and claim entries Padaniya 2011
are reviewed by a senior

officer prior to submission

for audit should be retained

R2 The Council should 3 Sue Williams- Yes None June
address the issues raised Lee 2011
in the qualification letter

issued with the Housing

and Council Tax Benefit

2010/11 claim.

R3 The Council should 1 Pritesh Yes None June
liaise with government Padaniya 2011
departments to ensure that

all claims are completed

prior to the deadlines set by

the relevant grant paying

department, in particular

the Pooling of Capital

Receipts return.
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If you require a copy of this document in an alternative
format or in a language other than English, please call:
0844 798 7070

© Audit Commission 2011.
Design and production by the Audit Commission Publishing Team.
Image copyright © Audit Commission.

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

m any director/member or officer in their individual capacity; or

m any third party.

FM audit.

COmmission

Audit Commission

1st Floor
Millbank Tower
Millbank
London

SW1P 4HQ

Telephone: 0844 798 3131
Fax: 0844 798 2945
Textphone (minicom): 0844 798 2946

www.audit-commission.gov.uk
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