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1 Executive summarty

1.1 Approach and context to certification

411

Grant Thornton UK LLP ("we"} act as agents for the Audit Commission to review and
provide o cernificate on the accutacy of grant claims and returns to various government
departments and other agencies. This means that the arrangements for umhmmm are
prescribed by the Audit Commission, who agree the scope of the work with each relevant
govemnment dcpnrrmcm of agency. The roles and responsibitities for each party involved
are clearly defimed.

Section 2 of this FepoIt sets out an overview of the 1pprmLh to certification work on e
claims and remarns, the roles and responsibilities of the various parties involved and the
scope of the work we perform.

1.2 Summary findings

Qverall the Councll has improved their performance against key targets, with only 3 of the
17 clatis and returas being gqualified! and 5 claims and returns amended (299%). 1n 2006 /47
there were 6 amendments t?ﬁ‘ oy and 7 qualifications $39% o the 18 chims and returns. 1o
further improve these arrangements we have included rccommené‘ztmm in an acton plan m

Appendis AL

All councils should work o submit all claims for certification to their auditors by the

relevant deadline set by the relevanr government department. They should aim achieve no
amendments or qualifications o those claims submitted. As anditors, we scek to cerafy all
claims within the goverament departments' deadlines, or three month from receipt if later,

The Council has improved its performance with regard to these targets, with key points of
note being:

. 88% of grants claims that required certification were submitted on time. This was an
improverment on the prior vear when performance againsr this target was at 83%

*  The grants co-ordinator lisised with the audit execurive and grant compliess  ensure
that all audit work on claims and rerurns were completed by the certification date.

¢ Allclams were certified by the required deadline, with only one claim equiring a
deadline extension (the HOUO2 Base Data Rc.mm, This 100% performance 1s an
improvement on the prior vear when only 67% of clattas were certified on time.

. The percentage of clams certified without amendment or yualtfication has improved
from 56% m 2006/07 o 39% in 2007 /08,
*  The percentage of claims qualified has improved, reducing from 39% m 2006/07 to

0% i 2007 /08,

' The quabiication of 2 grant claim o retun has a much lower threshold than for & set of ACCOUnNTS.
Liffectvely we are required 1o qualify for sny nonce sapllance with Audic Commission /

Departmental requirements even where they are not significant o the claim as @ whele.




& the quality of working papers provided 1o auditors was strong, with the fes being
clearly referenced and easy 1o follow.

Section 3 of this report sets out further derads on the Councils, and cur, performance

against these targess. Appendix s cludes o detaded analysis be chaim.

‘Fhe fee for certificaton work set out i our Audit and Tnspection Plan and deratled orants
plan was (100,000 The actal fee we clarged for dus work was £107 248, Pedonmance
against the budget and prior year is sef out in Secton 3. Further details of variances apains:

budget and the prior year {ee are shown in Appendix C.
1.3 Use of this report

This reporr has been prepared salely for use by the Counedd o discharge aur responsibilities
J b i !

voder the Aodit Commission Cade of Audit Pracice and should aot be ased for any other

purpose. No responsibility is assumed by us to any orther person,

This report inchdes only those watters that have come o our attention as a result of
performance of the certifreation. Gur work s not designed o identilly all marters that may
be relevant 1o those charged with governunce. Accordingly our grane certificate work does
not erdmartly wdentify all such matrers.

1.4 The way forward

Amendments and qualificanons made o claims and returns can lead to repayment of funds
to grant paying bodies, and perhaps reduced entitlement o prant funding in future years.
Therefore, we would recommend thist the Council takes steps o reduce the number of
amended elaims in future vears.

in addinon, tking sction 1o address the recommendations made in the action planin
Appendix A will further improve the certification process, which will reduce the amount of
work required. This will have the positve cutcome of reducing cerofication fees in future
VEALs,

1.5 Acknowledgements

We would like 1o mke this opportanity to thaak the grants co-ordinator and other council's
ofticers for their assistance and co-operation during the course of the cerrification process.




2 Approach and context to certification

2.1 Introduction

In additton 1w our responsibilities under the Code of Audit Practice, we also act as agents
for the Audn Commission o review and provide a certificate on the accuracy of grant
clams and retuzns to various government departments and other agencies.

The Audit Commission preseribes our work in this avea. Fach year, it agrees with the
relevant grant paying body the work and level of testing which should be completed for
cach grant claim and return, and set this out in 2 grant Centification Instuctions (CI). Fack
programime of work 1s split into two parts, firstly an assessment of the control environment
relating to the claim or return, and secondly a series of detailed tests,

In summary the arrangements cutlined in the Audit Commission's approach © grant
cerofication are:

* for amounts claimed below £100.000 - no certification required:

*  foramaounts chmed above [100,000 but below £500,000 - work is limited to
cernifying that the claim agrees o underlying records of the Council; and

*  foramounts claimed over {500,000 - certifying that the claim agrees to underlying
records of the Council, and assessment of the control environment. Where reliance is
not placed on the control environment, detailed testing is performed.

2.2 Roles and responsibiiities

The following table briefly details the roles and responsibilities of the parties involved in the
certification of claims and returns.

Party Hole and responsibility
Grant paying body Sets conditions of grant, and deadlines for submission of pre-

certificate and certified claims.

Audit Comumission [ssue Certification Fastrucdons.

Council Submit claims for certification to the Appomted Auditors within
grant paving body submission deadiines.

Ensure documentation is maintined to support compilation of the
clatrm.

Appamied Auditor Certify claums submitted n zecordance with Audit Commission
Instructions and within certification deadlines.




2.3 Scope

The scope of this work i our asseasment of rthe Conncil’s arpangements for the submission
el grant claims for certificaton purposes, It does not cover the overall arrangements RASERTS

slace by the Counctl o
b ¥

*  Fnsure that it makes o claim for every area of cligible cxprenditure;
. Mawtimise the grant income recoived;
. Commit resources o manage the grant mcome cash-flow 1 an effective manner; or

¢ To performance rmanage both mternal saaff and third parties charged with these

responsibilices,
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3 Summary findings

3.1 Gfaﬁ_t_ _t:g*érd'iéiaifigm

The Cmsmzi has a gmnfs £o- f};dmfsts’zz‘_ %;ﬂscci in {hx::' ;z‘pmqm f*zmnc{z dﬁpzrtmézlt £ E"zm
are our key poiot of contact-when ma 4.51;}: armangerents toundertake our certification Ws;rie,,
We are pleaséd to report that ihe Council has g good precedures i place 1o ;;jmmﬁ: grang.,.
claims and rettissis that sequire certification; To further fmprove these arrangements, we
have iacladed recommendagions'in an actioa plan i Appendie A [The Couneil's of ﬁi:m 3

ave: mdu&aé inrended actions o a{idz;ss these: mmmm&a&mr}m, and we will review
prcsgmss against Ju,‘:e as par{ @f o g‘mms x:xt;:nf ication xwrk i hm ”’i}{)iij '

Ay

The gmms cos m&mamr hm k@zgxi 13 m{{}rmed oy AEEV'%{}C& i}f and ihrﬁugixeur the
certification process, particalacly with regard to submission deadlines. We will continne: fol
tiaise with him in 2008.09 to ensure that all claims are received by the relevant deadlines,
and in m{)ﬂﬂ@fiﬂg t{}i_ lﬂ'lp ementation of !fﬁCf}mmLﬁ{]Ai‘l(}ﬂ& and areds for ll}}p{'ﬁ‘r emerst.

3.2 Performance against targets

The following able summarises the Council's performance against submission and accur acy
targets, and our performance against certification deadlines.

| . Target gcﬁiéyeméﬁﬁ '&ahi‘avgrﬁe:ﬁt in B

Performance target in 2007-08 2006-07
o % MNo Y

Total number of claims n/a 17 n/a 18 a/a
Chims submitted by 160%% 15 88% i5 83%

| Council deadlne
Claims certified by auditor 0% 17 100% 12 67%
deadline (or within 3
months of receipt if lazer)
Cluims certified without 100% 1 59%; 10 56%
amendment or
certification
Claims amended %% 5 29% 6 33%
Claims qualified % 5 29%% 7 39%
Claims amended and 0% 3 18% 5 2855
qualified

This analysis of performance against targets shows that

. As the Council's auditots, we are required to certify ail claims and returns within 12
weeks of receipt of both the claim and a full set of working papers. It should be noted




that it s the Council's responsibility to ensure that all statutory deadlines are met. Thix

year, we certified all elaims and retugns within the cerufication deadline.

. There has been a reducton in the number of claims being amended by number (5 ia
2007708 compared to 6 in 2007/08) and as a percentage (fallen from 33% to 29%4)
Two of the amendments did aot affeer the amount claimed (PENOS Teachers'
Pensions and RG31 LDA - Stonceigh. Furthermore, the claims and returns that
requize guditor certification in 2007/ 08 are more complicated than those that no
longer require auditor certification, Thete is @ greater risk of crror in compiling the
more complicated claims and regarns, which implies that the Council's petformance
this year has improved more than the fipures themselves may indicare. An analysis of
the claims and retuens that were amended is given in Appendix B.

s We qualified five claims this year compared with the seven that were qualified in the
previous year. We are required to qualify whenever we feel that, based on the
certification work which we have undertaken, the entes within the claim or return are
aot adequately supported by the Council's working papers such that we are not
satisfied that the claim or return is actually correct. Government departments are
entitled to withhold or withdraw payment to the Council of any meonies that they feel,
based on our qualification letters, are not adequately supported.

. The five chaims which were qualified were as follows:

- the Housing and Council Tax Benefit Scheme, qualified for 1 number of reasons
including misclassilication of tenure types oo Non HRA reat rebates falso a reason
for gualification in 2006/07), incorrect periads of backdated bencefit for HRA rent
rebates and Council Tax Benefit, and incorrect endtlement calculations for Council
Tax Benefit;

- the General Sure Start grant, qualified due to one of the assets funded by the grant
not being incladed on the asset reglster, In 2006/07 the Audit Commission
recormmended that the councll mainrain a separate asset register for those assets
which were to appear in the Surestart claim, however this recommendation has not
ver heen mmplemented,

- the Housing Revenue Account Subsidy claim, qualified due to the Authority
mcluding dreir schools PFT Habiliey of £75.175m within the Capital Financing
Requirement {"CFR") which was not permitted in the calculation of the CFR in the
Fousing Subsidy claim;

- the Nazonal Non-Domestic Rate claim, qualified due to 2 mandatory relief rather
than discretionary reliel being given to a club in error. As the club is not a charity
muzndatory relief should not have been granted; and

- the Teachers' Pensions return, gnalified due w0 two issues around schools with
external payroll providers: the Council had not put arrangements in place to confirm
that non-pensionable salary items had been excluded from the contributory salary
figure, and the Council does not hold records of the supply and part ime status of
teachers i all those schonls,

Further derls on each claim and retura are set outin Appendix B. This provides more
explanation of each claim, as weil as possible areas for improvement,

3.3 Fee analysis
The estmated fee for grant certification work was set out in cur Audit and Inspection Plan

for 2007-08 approved by the Audit Committec in March 2007, and in our Geants Plan
agreed with officers in August 2008




The fee charged for certificanon work m 2007 68, compared 1o the fee m 2006-07 and the

hudgeted fee, is set out below. Fuether anabysis by claim, including varances, are included m

Appendix

Claim Fee in 2007-08 | Fee in 2006-07 Budgeted fee

Total

£ 107,248 L151,506 £100,000

The foe analysis reflects thar

. These was a change in the cornficanon approach o housing benelin which was

introduced m 2007-08. The Audit Commission has produced a seres of workbooks o

make the ceraficanon and data recording for this clum consistent for all counals in

England, 1 addition, there were tewer qualiticetion issues in 2007 /08 and the Counat

did oot undestake any additional resting which would have required audior re-

performance. As a result i

for this work are also morve consistent, with the fee at

this Counci decreasing by [26,089 compared to 2006-47.

. There have also been deereases in fees across other grant claims and returns o gencral

due to wmproved arrangements.

. The Mental Health, Children's Fund and Adult safeguarded Learning Grants were not

reguired to be certfied by the auditor in 200708,

» One new claim has been certified in 2007 /708, namely the EUROT claim for the Berme

Granr Centre.

- The fee for 2007708 does not melude the compleson of the work on the 2006/07
EUROT Lirban Ceawres for City Growth clam. This work was commenced by the
Audit Commission at a charpe of £1.400, and complered by ourselves at a charge of

£3.448.

i
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