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Certification of grants and returns 2012/13
Headlines

This report summarises the results of work on the certification of the Council’s 2012/13 grant claims and returns.
m  For 2012/13 we certified:
— 2 grant claims with a total value of £341m; and

— 3returns with a total value of £389m.

We issued unqualified certificates for 4 claims and returns but qualification was necessary in 1 claim (1 claim in 2011/12). Pages 4 -5
= The Housing and Council Tax Benefit subsidy claim was qualified due to the following findings:
= non-HRA rent rebates expenditure was mis-classified on the claim form; and
u differences were identified between benefit paid per the claim form and benefit granted per the housing benefit system for rent
allowances and HRA rent rebates.
= Neither of these issues would lead to a significant reduction in subsidy. If DWP decide to apply the extrapolated error amounts included
in the qualification letter to adjust subsidy, this would reduce subsidy by approximately £2k.
= The subsidy reconciliation issue was reported in qualification letters in both 2010/11 and 2011/12.
Adjustments were necessary to 3 of the Council’s returns as a result of our certification work this year. Pages4-5
= The Housing & Council Tax Benefits claim was amended to increase subsidy claimed by £5k for HRA rent rebates and £1k for Council
Tax Benefits.
= The Pooling of Housing Capital Receipts return required amendment to correct the opening capital allowances figure and to include
amounts set aside for payment of housing debt (value £1.8m), which had been excluded from the return in error.
m The Teachers’ Pensions form required amendment to correct rounding errors (value <£1). This was following a change to tiered
contribution rates in 2012/13 and a requirement to present these on the EOYC return for the first time. This was a minor issue in what
was a successful transition to tiered contributions, which has caused difficulties for other local authorities.
The Council has good arrangements for preparing its claims and returns and supporting our certification work with 1 minor Pages4-5

improvement area identified:

= The Council should ensure the original signed claim forms are passed to the auditor when work commences. This is to ensure the
working copy of the claim/return matches the claim/return we are certifying and ensures prompt despatch to the grant paying body upon
completion of the work.

© 2013 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member firms affiliated with
KPMG International Cooperative (‘KPMG International’), a Swiss entity. All rights reserved.




m Headlines (cont.)

The Audit Commission changed its fee regime for certifying grants and returns in 2012/13, and set an indicative fee for the Council
of £35,950. Our actual fee for the certification of grants and returns is estimated at £37,975. The increased fee is a result of:

= additional work carried out on the Housing and Council Tax Benefit subsidy claim to assess the extent of errors identified in initial testing
of non-HRA rent rebates cases was carried out by the Council. We planned to place reliance on this testing, however, re-performance of
this work identified errors in the testing, which required us to re-test a sample of claims ourselves.

Page 6
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m Certification of grants and returns 2012/13
Summary of certification work outcomes

Overall, we certified 5 claims Detailed below is a summary of the key outcomes from our certification work on the Council’s 2012/13 claims and returns, showing where either

and returns: audit amendments were made as a result of our work or where we had to qualify our audit certificate.

- _ A qualification means that issues were identified concerning the Council’s compliance with a scheme’s requirements that could not be resolved
m 2 were unqualified with through adjustment. In these circumstances, it is likely that the relevant grant paying body will require further information from the Council to
no amendment: satisfy itself that the full amounts of grant claimed are appropriate.

m 2 were unqualified but

required some Comments Qua_ll!ﬁed S|gn|f|cant .Mmor Unqga_\hﬁed
; overleaf certificate adjustment adjustment certificate
amendment to the final
figures; and Housing & Council Tax Benefit 0 —
m 1required a qualification . . .
; - Pooling of Housing Capital . .
to our audit certificate. Receipts 9 _
Detailed comments are National Non Domestic Rates _ .
provided overleaf. return
Teachers’ Pensions _
return e .
Local Transport Plan: Major _
Projects .
1 1 2 4
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m Certification of grants and returns 2012/13
Summary of certification work outcomes

This table summarises the Ref Summary observations Amendment

key issues behind each of ] ) ) ) ]
. o Housing and Council Tax Benefit Subsidy claim +£6k
the adjustments or

m Detailed testing of non-HRA rent rebate cases identified errors in the classification of the expenditure on the claim

form. Further testing was carried out by the Council to assess the extent of the errors, however, re-performance of
identified on the previous this work by KPMG identified mistakes in the further testing. We therefore had to carry out the testing ourselves,
page. which has resulted in an increased fee application to the Audit Commission (Recommendation 1).

qualifications that were

= The impact of finding the errors was that the claim had to be qualified. An extrapolated error, based on the results of
the initial and further testing, was included in the qualification letter. Should the DWP choose to apply the
extrapolated errors to the subsidy entitlement, there would be a small reduction of £2k.

= Asin previous years, the claim was also qualified due to reconciliation differences between benefit paid per the claim
form and benefit awarded per the benefits system. These differences are investigated by the Council to the point
where it is uneconomical to allocate further resources to it. The differences (<£1k) are considered minor in relation to
the value of the claim and the Council continues to work with software providers Capita to resolve the issue (Prior
year recommendation 1).

= A small amendment was made to add an additional £5k to HRA rent rebates and £1k to Council Tax Benefit
expenditure.

9 Pooling of Housing Capital Receipts return +£1.8m

m Testing of the return identified 5 cells which required amendment. 4 of these amendments were required to correct
the omission of amounts set aside for the payment of housing debt from the return. This totalled £1.8m.

= This outcome follows several errors being identified during testing in both 2010/11 and 2011/12 which required
amendment.

= The Council should ensure that checks are in place to ensure the claim includes all required information (Prior year
recommendation 2).

6 Teachers’ Pensions +£1

= A change to the pension scheme in 2012/13 saw employee contributions tiered by salary. The Council had to adapt
to this change by ensuring the payroll system could process the tiered contribution rates and report them accurately
on the return. We are pleased to report that the Council adapted very well to the change and only minor amendments
were required to correct rounding errors.
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m Certification of grants and returns 2012/13
Fees

Our overall fee for the Breakdown of certification fees 2012/13 Breakdown of fee by claim / return

certification of claims and 2012/13 (£)  2011/12 (£)
returns is estimated to be BENO1 — Housing and Council Tax o5 155 37 628
£37,975, which is £2,205 Benefit ' '
higher than the original EBENO1 CFBO06 — Pooling of Housing Capital 4549 6.716
: Receipts ' '
estimated fee.
= CFBO6 LAO1 — National Non Domestic Rates 2943 2943
The Council can ensure it = LAOL return ' ’
keeps within the original fee = PENO5 PENO5 — Teachers’ Pensions return 3,784 4,290
estimate by ensuring any TRAL11 — Local Transport Plan: Major 1544 1408
. . ETRA1ll Schemes ' ’
further testing carried out by )
. . : HRA subsidy N/A 3,748
the benefits team is reliable. . .
Leeds Film Festival N/A 1,812
Other claims and returns N/A 2,197
Total fee 37,975 60,742

The Audit Commission changed its fee regime for certifying claims and returns in 2012/13. It set an indicative fee for the Council of £35,950.
Based on the actual work we carried out the actual fee we charged was higher than the indicative fee, subject to Audit Commission approval of
the additional cost. The main reason for the fee exceeding the indicative fee was:

=  Weidentified errors in the Housing & Council Tax Benefits claim and under the Commission’s HBCOUNT approach, the Council carried out
more detailed testing of benefit cases. However, re-performance of this work identified mistakes made in the testing and we therefore had to
carry out the work ourselves.

We recommend the Council takes the following steps to improve its support for our certification work, which should help minimise certification
fees in the future:

= Ensure any further testing is carried out by suitable officers and arrangements are put in place to check the testing prior to passing for audit
review.

© 2013 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member firms affiliated with 6
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m Certification of grants and returns 2012/13
Recommendations

We have given each recommendation a risk rating and agreed what action management will need to take. We will follow up these recommendations during next year’s
audit.

Priority rating for recommendations

© Issues that are fundamental and material to your overall Issues that have an important effect on your © Issues that would, if corrected, improve your
arrangements for managing grants and returns or arrangements for managing grants and returns or arrangements for managing grants and returns or
compliance with scheme requirements. We believe that complying with scheme requirements, but do not need compliance with scheme requirements in general, but

are not vital to the overall system. These are generally
issues of best practice that we feel would benefit you if
you introduced them.

these issues might mean that you do not meet a grant

X e A immediate action. You may still meet scheme
scheme requirement or reduce (mitigate) a risk.

requirements in full or in part or reduce (mitigate) a risk
adequately but the weakness remains in the system.

Implication Recommendation Priority Comment Responsible officer and target date

Housing & Council Tax Benefit Subsidy

Further testing Further fees have been incurred 1 Further testing should be It is accepted that should "further testing" be Responsible officer:
arrangements due to mistakes made in the carried out by suitable skilled required in any area of the subsidy claim in Compliance manager,
. Council’s testing which meant we officers and arrangements future years, that this work will be internally )

Srl::::tgyeﬁ::trsgﬁﬁul dbe had to carry out the testing should be_ putin placc_a to 3 reviewed before passing it _back to the auditor. Welfare & Benefits.
imoroved over further ourselves ensure mistakes are identified It should be not_ed that the issue that required _

P! . and addressed prior to the "further testing" to be undertaken has Target date: For the
testing carried out by the passing to audit for re- been addressed, and a process introduced for | 2013/14 subsidy return
Council. performance. 2013/14 that should ensure there is no

recurrence

General grant arrangements

Signed claims/returns Sign-off of some claims was 2 Upon commencement of the Administrative process to be tightened. Responsible Officer:

- . . delayed as we had to obtain the work, the grants file should Principal Accountant
Original signed claims and iginal sianed claim f include the oriainal sianed e ) ial
returns should be passed original signed claim form include the original signe Corporate Financial

. following completion of the work. claim or return form. Management.
to auditors upon
commencement of the .
work Target date: With
: immediate effect
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m Certification of grants and returns 2012/13
Prior year recommendations

We made 2 recommendations in our 2011/12 Certification of Grants and Returns report. Where recommendations have not yet been implemented fully we have detailed their

current status below.

Prior year recommendation Priority Status as at December 2013

System errors

Management comments

1 | Housing & Council Tax Benefit subsidy claim — e Qualification was again required due to the

reconciliation process reconciling differences within HRA rent rebates
and rent allowances. These differences were
<£1k, which is not a significant value in relation
to the value of the claim.

The Authority should review this reconciliation within
the Capita system and endeavour to liaise with
Capita in order to prevent this error from re-
occurring.

The imbalance of <£1k was part of a grant claim of £337m,
and of the 4 reconciliations required within this value, two
exactly reconciled

Advice received from Capita, the software supplier, with
regard to possible causes of imbalances has already been
implemented for 2013/14, and should help towards the
reconciliation process.

Procedural errors

2 | Pooling of Housing Capital Receipts Amendments were required to correct
information recorded incorrectly in the return and
to correct information missed out entirely,
suggesting quality assurance arrangement still
require implementing

Quality assurance arrangements should be
implemented to ensure that grant claim forms are e
complete and finalised prior to submission for
certification. This will assist in the delivery of an
efficient certification process.

System improvements have allowed costs to be more
accurately recorded against individual properties. As the
claim allows costs over the last 3 years to be offset against
the capital receipts, officers have been reviewing such
costs to improve the accuracy of the return. Further quality
assurance to be implemented.
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