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The Audit Commission is a public corporation set up in 
1983 to protect the public purse.  
 
The Commission appoints auditors to councils, NHS 
bodies (excluding NHS foundation trusts), police 
authorities and other local public services in England, 
and oversees their work. The auditors we appoint are 
either Audit Commission employees (our in-house 
Audit Practice) or one of the private audit firms. Our 
Audit Practice also audits NHS foundation trusts under 
separate arrangements.  
 
We also help public bodies manage the financial 
challenges they face by providing authoritative, 
unbiased, evidence-based analysis and advice. 
 
 



 

 

Audit Commission Audit Committee update 1
 

Contents 

Introduction ........................................................................................................2 

Progress report ..................................................................................................3 

Financial statements.....................................................................................3 

VFM conclusion ............................................................................................3 

Other areas of work ......................................................................................3 

Update on outsourcing the work of the Audit Practice ..................................4 

Other matters of interest ...................................................................................5 

2012/13 audit fees ........................................................................................5 

2010/11 National Fraud Initiative ..................................................................5 

Public Sector Internal Audit Standards .........................................................6 

NAO role in local VFM studies......................................................................7 

Contact details ...................................................................................................8 
  



 

 

Audit Commission Audit Committee update 2
 

Introduction  

1 The purpose of this paper is to provide the Governance and Audit 
Committee with a report on progress in delivering our responsibilities as 
your external auditors. It includes an update on the externalisation of the 
Audit Practice. 

2 Due to the date of this meeting of the committee being altered neither I 
or your Audit Manager are able to attend. If you require any additional 
information regarding the issues included within this briefing, please contact 
me or Catherine Morganti using the contact details at the end of this update 
and we will respond to you as soon as possible.  

3 Finally, please also remember to visit our website  
(www.audit-commission.gov.uk) which now enables you to sign up to be 
notified of any new content that is relevant to your type of organisation. 

 
Helen Thompson  

District Auditor / Engagement Lead  

18 July 2012 
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Progress report 

Financial statements  
4 I set out the work I plan to do in the Audit Plan presented to the 
Governance and Audit Committee in January 2012. 

5 No significant issues arose from our interim audit work that I need to 
report to you 

6 My team has now started the audit of the financial statements. The work 
is at an early stage and I therefore have no issues to report to date. I will 
present my annual governance report at the Committee’s meeting on 25 
September 2012.  

 

VFM conclusion  
7 Work on this is substantially complete. At this stage I anticipate issuing 
an unqualified conclusion.  

 

Other areas of work 
8 My team has started early work on the Housing Benefit and Council Tax 
Benefit claim. So far we have found fewer issues in our initial samples than 
in previous years, but we are required to carry out further testing to confirm 
this improving position. 
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Update on outsourcing the work of the Audit 
Practice 

9 Following the award of geographical contracts for the audit of principal 
local authorities and NHS bodies, the Audit Commission has held meetings 
in each contract area to introduce the winning firms to audited bodies. Your 
Borough Treasurer attended the event held by Ernst & Young in May. 

10 It has in parallel commenced consultation on the appointment of 
auditors to individual bodies with a view to making those appointments at its 
Board meeting on 26 July 2012. Firms will take up audit appointments for 
the 2012/13 audit year from 1 September 2012. 

11 I remain the Audit Commission appointed auditor for the 2011/12 audit 
until 31 October 2012. Following consultation with audit suppliers, the Audit 
Commission has put in place arrangements to facilitate the smooth transfer 
of any part-completed 2011/12 work from the Audit Practice to incoming 
audit firms so that they can maximise reliance on the work of the Audit 
Practice and complete the work expeditiously. At this stage, although I hope 
to complete as much work as possible on the Housing Benefit and Council 
Tax Benefit claim, it is possible there will be some work to complete post 1 
November 2012. I will keep the Borough Treasurer informed about this. 
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Other matters of interest 

2012/13 audit fees 
Fee scales for 2012/13 audits of local government and NHS bodies 

12 Following a consultation exercise, the Audit Commission has agreed the 
work programme and fee scales for 2012/13 audits of local government and 
NHS bodies. It sent out letters notifying organisations of the new fees on 
Wednesday 11 April 2012. 

13 The fee for Bracknell Forest Council in 2012/13 will be £138,564 
(£230,940 in 2011/12).  

14 As previously advised, the outsourcing of the Audit Commission’s in-
house Audit Practice means that these fees will be fixed for a five-year 
period, irrespective of the rate of inflation. 

15 The indicative fee for certification of claims and returns for 2012/13 is 
£48,600 (the estimated fee for 2011/12 is £60,000). 

Fee scales for 2012/13 National Fraud Initiative 

16 The Audit Commission’s consultation on its proposals for the 2012/13 
National Fraud Initiative (NFI) work programme and scale of fees ended in 
March 2012 and the results of this exercise were published on 30 May 
2012.  

17 The Commission did not propose to introduce any new mandatory data 
matches in the NFI for 2012/13, so the main work programme will remain 
unchanged from 2010/11. 

18 In recognition of the financial pressures that public bodies are facing in 
the current economic climate, the scale of fees for mandatory participants 
will also remain the same as for NFI 2010/11. The fee for Bracknell Forest 
Council is £3,650. 

2010/11 National Fraud Initiative  
19 In May 2012 the Audit Commission published the results of the NFI for 
2010/11.  

20 The NFI is a data matching exercise which is hosted on a secure 
website. It compares information held by around 1,300 organisations 
including councils, the police, hospitals and 77 private companies. This 
helps to identify potentially fraudulent claims, errors and overpayments.  

21 When there is a ‘match’, there may be something that warrants 
investigation and examples of the data matches the NFI undertakes are set 
out in the Table below. 
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Table 1: Examples of data matches covered by the NFI 

Data Match Possible fraud or error 

Pension payments to records of deceased 
people. 

Obtaining the pension payments of a deceased 
person. 

Housing benefit payments to payroll 
records. 

Claiming housing benefit by failing to declare an 
income. 

Council tax records to electoral register. A council taxpayer gets single person discount whilst 
living with other countable adults and thus being 
ineligible. 

Payroll records to other payroll records. An employee is working for one organisation while 
being on long-term sick leave at another. 

 

22 The latest NFI in England identified almost £229 million of fraud, 
overpayments and errors. This is made up of £139 million for 2010/11 plus 
£90 million not previously reported from earlier exercises. Over the same 
period, £47 million was identified in Scotland, Wales and Northern Ireland, 
raising the UK-wide total to £275 million.  

23 The highest value categories identified in England continue to be 
pensions (£98 million), council tax single person discount (£50 million) and 
housing benefit (£31 million).  

24 The latest report is accompanied by a series of case studies from the 
private and public sectors and a briefing for elected members. The briefing 
includes a series of questions that members can put to officers.  

25 Since the initiative's start in 1996, the programme has helped detect 
£939 million, taking it a step closer to achieving a £1 billion payback to the 
public purse. 

 

Public Sector Internal Audit Standards 
 

26 The Chartered Institute of Public Finance and Accountancy (CIPFA) 
and the Chartered Institute of Internal Auditors (IIA) announced a formal 
collaboration in May 2011.  

27 This collaboration has recently led to the formation of the UK Internal 
Audit Standards Advisory Board, which will provide oversight and challenge 
to the development of UK-wide Public Sector Internal Audit Standards.  

28 The new unified set of internal audit standards will be based on the 
mandatory elements of the IIA’s International Professional Practices 
Framework and it is proposed that they will apply across the UK to central 
and local government and the NHS (excluding foundation trusts). 
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NAO role in local VFM studies 
 

29 The NAO currently carries out around 60 VFM studies on central 
government initiatives and programmes each year. From next year, it will 
produce an increasing number of studies focusing on the local government 
sector.  

30 A new Local Government Reference Panel has been set up to give 
councils an input to the NAO’s programme of local government value for 
money studies. The panel, which will meet twice a year, includes 
representatives from nine local authorities as well as from CIPFA, 
Community Service Volunteers and the University of Birmingham. 

31 The programme comprises three studies in 2012/13, the first being 
communication between central and local government, rising to four in 
2013/14 and six in 2014/15.  

32 Subject to Parliamentary approval, the NAO eventually expects to 
assume the Audit Commission’s role in setting the framework for local audit, 
through a code of audit practice. 
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Contact details 

33 If you would like further information on any items in this briefing, please 
contact either me or Catherine Morganti. 

34 Alternatively, all Audit Commission reports - and a wealth of other 
material - can be found on our website: www.audit-commission.gov.uk. 

  

 

Helen Thompson  

District Auditor / Engagement Lead  

0844 798 1790 

07974 007332 

helen-thompson@audit-commission.gov.uk 

 

Catherine Morganti  

Audit Manager 

07779 576414 

c-morganti@audit-commission.gov.uk 
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The Statement of Responsibilities of Auditors and Audited Bodies issued by 
the Audit Commission explains the respective responsibilities of auditors 
and of the audited body. Reports prepared by appointed auditors are 
addressed to non-executive directors, members or officers. They are 
prepared for the sole use of the audited body. Auditors accept no 
responsibility to: 
■ any director/member or officer in their individual capacity; or  
■ any third party.  
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