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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 }

~~-has met-the conditions-which-attach-to these grants$

£95.474 miljon Of these, we carried out a limited review of 3 claims and a
full review of 2¢laims (paragraph 9 explains the difference). There was 1

-claim which-needed-amendjrg, which-we were unable to-fully certify-and
therefore issued a qualifieation letter to the grant-paying body. Appendix 1
sets out a full summary. :

Significant findings

3  We were able to certify most claims without amendment or qualification; '
however we found a significant level of errors while testing cases for the
Housing Benefit and Council Tax Subsidy claim. We mentioned the results
of our early testing on this claim in our Annual Governance report to the
Governance and Audit Committee in September 2010. This report now
updates the Governance and Audit Committee on the final results of our
— e e e . -
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Certification fees

4 We charged a tofal of £74,DDO for certification work in 2009/10
(compared to a fee of £60,670 for 2008/09). The most significant element
(over 90%) was the fee for the Housing Benefit and Council Tax claim.

/

Act.ions

5 Appendix 2 summarises my recommendations. The relevant officers of '

the Council have already agreed these recommendations.

Audit Commission Certification of claims and returns - annual report




Background - -

6 The Council claims £120 million for specific activities from grant paying

departments. As this is significant to the Council’s income it is important that

this process is properly managed. In particular this means:

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. ”

7Iamreqmredbysectlon28oftheAudlteommlssxonAcHQQ T

" accordance with the requirements and timescale set b

rge a fee
amount of
work required to certify each claim or return.

8 The Council is responsible for compiling grant clg

departments.

9 The key features of the current arrangernenis are.as follows

elighjli i . Where reliance cannot be placed on
the cohirobenvironment,)auditors undertake all of the tests in the
certification instruction and use their assessment of the control

0-Ce) ‘fy.,‘..,._,u‘v‘..”,‘

environmenttQ iffgprm decisions on the level of testing required. This
means that the aydiifees 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.

Audit Commission Certification of claims and returns - annual report



Findings

Control environment

10 We have been able fo rely on the Council's control environment for most
parts of all claims, except for Housing Benefit and Council Tax subsidy. This
claim falls outside the scope of paragraph 9 because of its size and

complexity. The Audit Commission’s report on certification work for 2002/0
“| ocal Government claims and returns” noted that 85% of Housing gnd
Council Tax Benefits claims were either amended, qualified or bg

11 In addition we tested eligibility of expenditure on the Surgs
Years and Childcare grant because of our qualification in 2008/08 on
eligibility. Results of these tests were satisfactory.

Specific claims - Housing Benefit an
subsidy

12 We found a high level of errors whe

13 We certify the claim\ysing
DWP and the it Gommie Among other t&sts we have to test an
in types of subsidy. Should errors be

evaluate them and assess whether

Non HRA rent 15 cases 14 errors
rebates ‘
Rent Allowances 20 cases 10 errors

Council Tax Benefit 20 cases . 11 errors
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15 The discovery sample errors meant we had to cafry out more testing to
give the DWP the information it requires to determine if further action is
required. The overall results of both the inifial and discovery testing led to
the claim being amended. As a result subsidy payable to the Council
increased by £11,222. However due to the number of errors found we also
issued a qualification letter to the claim setting out our findings for the DWP.
The extrapolated impact of errors set out in our qualification letter could lead
to a potential reduction of subsidy of £60,000. This was based on the results
of further testing. It is less than our estimate of £228,000 reported in-our
Annual Governance report in September 2010 which was based on the
results of our initial testing.

“"{8 " Theé key themes from our work causing concern were:
m sefting of parameters;

m misclassification of expenditure;

m earnings miscalculation or lack of supporting evidep

ésulting in an

overpayment;

m miscellaneous errors;

m interrogation of the Council's Benefit and Revenues sysi# Pericles;
and

and which ré ade in 2009/10 were incorrect. We also found that some

parameters formormtHRA refit rebates had not been updated and this led to

“subsidy being UW .
19 It is essential the Bfuncil inputs parameters correctly in good time. As

this is the second year of problems with parameters Internal Audit have
agreed to focus some of their testing on parameters in 2010/11.

R1 Parameters - ‘
m FEnsure these are entered correctly as soon as possible in the year.

m  Ensure that this is independently checked.

Audit Commission Certification of claims and return's - annual report



il

queries can be dealt with efficiently and quickly.

Misclassification of expenditure

20 The claim is made up of several entries or "cells" for different types of
. benefit granted. Our certification instructions require us to test whether

cases have been correctly coded to the cells within the claim. In many

cases, particularly overpayments of benefit, the classification of expendit

threshold for that Council. If the upper threshold is exceeded thg’C
lose all subsidy for these overpayments. '

21 We found several cases in our original discovery sapiplg“wWhere cases
had been incorrectly analysed between cells, in partigtilapfor Council Tax

* finding these errors we had to carry out further testin
establish the extent of errors.

years' claims. As the number of cases is re
the Benefits team check all cases before w

s found in classifying
{ning and stress the importance of

classification.

Earnihgs miscalculation or lack of supporting evidence resulting in
overpayment

23 We found a number of errors in how claimants' eamings had been
calculated. This led to overpayment of benefit to claimants. The Council
receives less subsidy for errors it has made.

24 One of the main errors was failing to use the correct number of payslips
to support the entitlement of earnings. In many cases there was no
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-explanation on-file-for this—Fhe-Benefits-team-have-a-checklistwhich-seis

out how judgemenis have been reached but we found that it was not used
consistently. There is scope to use this checklist and include details of
judgements such as why particular payslips or a different number of
payslips from the standard guidance are used. This would provide a trail for
staff who assess cases at later dates. It would also help managers both in
their sample check of cases and in assessing training needs. Finally it may
help reduce audit input when certifying the claim.

25 As a resulf of these errors we had to carry out additional testing (we call
this 40 plus testing) focusing on how earnings had been calculated. We

found: 4 ' , :
m Rent allowances - a further 4 cases containing errors. When the W

"Bt errors for all cases tested was extrapolated there Was a pojential,.

subsidy over claim of £39,769.
m  Council Tax Benefit - a further 2 cases found of overpa
benefit. When the value of all overpaid cases tested Wa
there was a potential subsidy over claim of £20,5

extrapolated

Underpayment of benefit

26 We found a variety of errors which led fo claimants beipg inderpaid

e level of errors found calculating
g.of cases to assess progress made

has been correct]

Interrogation of Pericles Benefits system

27 On finding errors we had to conduct further tests in more depth to
attempt to quantify their impact for the DWP to determine any action. We
found that staff were unable to provide extracts of the Pericles system for an
error we found on capital cases so this was included as unquantified in the
qualification letter. Selecting additional samples around the errors found on
earnings was also time-consuming due to this. There is scope for relevant
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staff to be trained on the new Northgate system to improve their ability to
interrogate the system effectively. If this is not done the Council will continue
to be at risk of losing subsidy for benefit payments it makes.

R7 Ensure that benefit managers are able to interrogate the Northgate
system adequately for their own management purposes and alsofo
allow errors found as part of certification testing to be quantified. AN

Achieving the DWP's deadline for certifying the claim

as staff were
therefore timed

28 Our work took place at a busy time for the Benefits sg€ii
engaged with the migration from Pericles to Northgate-

————————pur-work-with-the-aim-of-completing-it-for-the-end-o
this.

found, we were required to carry out 40 g
the errors we found, including:
m earnings for Rent allowances and Cou
m Council Tax Benefit overpgyments and

30

therefore some requs ere dealt with by agency staff who would not
have the full knowledge of how the Council operate the systems.

32 In future years, should 40 plus testing be required, staff of appropriate
skills should be allocated to the work.

R8 Allocate staff of sufficient skill and experience early in the certification
work to ensure that queries are dealt with adequately and promptly,
and to carry out 40 plus testing to the required standard.
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L.ooking forward

" 33 The 2010/11 claim will be made of output from the new Northgate
system. But due to the mid year system change some transactions history
will remain in Pericles. The processing of claims through two systems will
complicate the claim certification during the 2010/11 year. It will be essential
there are clear audit trails making up the entries on the claim and that audit
queries are responded to promptly and appropriately. We will work with the
Benefits team to draw up a timetable with the aim of meeting the
certification deadline. We suggest that this is done as-soon as possible.

responsibilities to:

m address the findings of this‘report;

Phil Sharman
District Augitor
February'20
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Appendix 1 Summary of 2009/10 certified
claims

Claims and returns above £500,000

‘Housing and 32,287,215

council tax

benefit : '\

Sure Start, 3,024,205 Partial due to N No
Early Years qualification on R
and eligibility in < 7
Childcare 2008/09. e

National 53,509,084 No
Non :
Domestic
Rates ‘ :
. Teachers' 6,391,378 ( No
pensions
return ( ’V>

Disabled 26 'DO No
facilities
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Appendix 2 Action Plan

Parameters

m Ensure these are entered correclly as soon as possible in the year
m Ensure that this is independently checked.

= Maintain documentary evidence of this - so that further aud q n be dealt with efficiently
and quickly.

Responsibility Benefit Service Manager / / \\

Priority High \>

Date March

Comments

ST LR SR e R 1) itaiiER A AR R e DRt Y e e SR R TR

\bu’k:l in classn‘ymg expendlture Carry out staff

Respggs@mty \Qe\{eﬁt Mssment Manager

Pnonty\\ P)igl’)
Date \\ / /M rch 2011

7
Comments \/ All assessment staff will be advised in writing by end of February of
expenditure classification requirements. Training will take place on the
3/4 March to reinforce requirements. Sample checking of 10%

Assessment Officer work will take place each month and issues identified
fed back via the supervision process so that support and training is
offered where required; at least 5% new claims and 5% Change of
Clrcumstances

Review non HRA cases in advance of certification work to ensure they are correctly classified.
Ensure there is evidence on file to support their classification.

Responsibility Control & System Support Officer
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Priority Medium
Date 4 March 2011

Comments " All existing Non-HRA expenditure has been reviewed and classified in
line with the appropriate code on the Northgate system.

All non-HRA rent rebate expenditure cases will be reviewed on a monthly
basis to ensure correct classification. '

Housing Options Service to review notification of temporary
accommodation to Benefit Service in line with subsidy classifications via
a proforma in line with expenditure classification from beginning of March
{o ensure consistency of approach. />

of cases {o assess progress made and any further action i lps\

Responsibility Benefit Assessment Manage/ / \\

Priority High \>

Date | \\ z /
Comments Staff have received refresher in October 2010. Checking of work
undertaken n%wssuesf k via supervision process..

Ensure there is a clear audlt tr the bengfi ssessors have reached
Judgements on benefits e
Responsibility- / )Béneﬁt A;séssment Na}\@ger '
Priority \ Wigh L‘\\)
A4
Date /—\\ \
Comme taff\qave been advised of need to provide full breakdown on reasons for
bapefit Bgtitlement and o ensure this is adequately reflected in

otkbooks.Sample checking to be undertaken on earned income benefit
¢jairhs on a monthly basis.
- :

Carry out risk baan of claims to assess if benefit entittement has been correctly.

calculated.
--~~--———Responsibility———————Beneﬁt~Assessment—Manager
Priority High
Date
Comments Checking of all benefit assessment will be undertaken for all new

assessment staff for their probation period of six months. All payments of
over £ 1,000 will be checked before payment

Ensure that benefit managers are able to interrogate the Northgate system adequately for their own
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e ANAGEMeENt purposes-and also to allow errors-found-as part of certification testing fo be -quantified.— -

Responsibility Benefit Service Manager

Priority _‘ Medium

Date March 2011

Comments All managers have received training on the new Northgate system to

enable interrogation. Additional support and training will be required for
the Control & System Support Officer when she returns from maternity

Allocate staff of sufficient skill and expérience early in the certiﬁcati/of(w to ensure that queries

Responsibility A </ \\
Priority
AN

Comments i i 1dTk Has been provided by the auditors.
{ ailable to support the auditors at the
port has already been agreed

Date

Responsibility
Priority /‘\ }

<
e 77 g

Commen h resp}née to the recommendations is set out above. A plan of support
for the Audit Commission has been agreed to support the audit based on
' ejf draft timetable
N N pZ—

N
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