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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 a force 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 show 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 Stockton on Tees Borough Council receives more than £275 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 the Council manages certification 
work properly and can show to us, as auditors, the relevant conditions have 
been met.  

2 In 2009/10, my audit team certified 10 claims with a total value of 
£173.9 million. Of these, we carried out a limited review, where we can rely 
on the Council's control environment, on six claims and a full review of four 
claims. (Paragraph 11 explains the difference). We amended two claims 
requiring full certification for errors and amended two more claims to correct 
presentation of information. For one claim, we were unable to fully certify 
the claim and issued a qualification letter to the grant-paying body. 
Appendix 1 sets out a full summary.  

3 The fees I charged for grant certification work in 2009/10 were £53,510. 

Significant findings  
4  The Council continues to have good arrangements in place overall to 
ensure that grant claims are correctly completed and supported by 
comprehensive working papers. 

5 The more detailed approach to the audit of the Housing and Council 
Tax Benefit claim identified some areas with errors in specific cases and 
extra testing had to be carried out in these areas and an audit qualification 
report was issued. 
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Certification fees  
6 Certification fees were higher than expected because of the extra work 
required to respond to issues raised from the 2008/09 qualification letter on 
the Housing and Council Tax Benefit return. 

Actions  
7 Appendix 2 summarises my recommendations. The relevant officers of 
the Council have already agreed these recommendations.  
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Background  

8 The Council claims £275 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: 
■ an adequate control environment over each claim and return; and 
■ ensuring the Council can evidence that it has met the conditions 

attached to each claim.  

9 I am 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 Stockton Council. I charge a fee to cover 
the full cost of certifying claims. The fee is based on the work required to 
certify each claim or return.  

10 The Council is responsible for compiling grant claims and returns in 
accordance with the requirements and timescale set by the grant paying 
departments.  

11 The key features of the current arrangements are as follows. 
■ For claims and returns below £100,000 the Commission does not make 

certification arrangements. 
■ For claims and returns between £100,000 and £500,000, auditors 

undertake limited tests to agree form entries to underlying records, but 
do not undertake any testing of eligibility of expenditure. 

■ For claims and returns over £500,000 auditors assess the control 
environment for the preparation of the claim or return to decide whether 
they can 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 the tests in the certification 
instruction and use their assessment of the control environment to 
inform decisions on the testing required. This means the audit fees for 
certification work are reduced if the control environment is strong.  

■ 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 grants work we 
carry out, placing more emphasis on the high value claims.  
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Findings  

Control environment  
12 There are good working arrangements in place between the Audit 
Commission and the Council with regular contact between the Authority's 
Grants Representative and the external audit team.   

13 The Council keep a timetable for production of claims which is 
monitored internally and through contact with external audit. During 2009/10 
there have been no late claims which required follow up.   

14 The Council uses a standard checklist to support each claim, as a 
control to ensure all key supporting working papers are provided. 

15 All claims are internally checked before being sent for audit, firstly by 
the Head of Service who signs the control document to confirm this has 
been done. The claim is then signed by one of the named signatories in 
Finance and if the preceding step has not been carried out then the claim is 
passed back for internal review. 

16 This approach is effective and helps to demonstrate a good control 
environment which allows us to reduce our detailed testing. 

17 The Council's control arrangements worked well in 2009/10 and detailed 
testing was only carried out for three claims, housing and council tax benefit 
where the national approach is to complete more detailed testing, and for 
housing subsidy advance and final claims where there had been errors 
found in the previous year. 

Specific claims  
18 On the housing and council tax benefit claim we identified some errors 
and sent a qualification letter to the DWP. The number of errors found this 
year was significantly lower than those found last year. There were no major 
issues raised by our work on other grant claims 

19 In addition, minor errors were found and corrected in the housing 
subsidy advance and final claims. This did not affect subsidy for the 
advance claim and reduced subsidy by £34,744 for the final claim.  

20 The NNDR and housing capital receipts claims were amended to 
correct presentational errors. 
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21 For the housing and council tax benefit claim we test 20 cases for each 
of the four benefit types (non-HRA, rent rebates, rent allowances and 
council tax benefit), with other testing of local scheme cases. In addition, the 
Council carried out testing of 40 cases in areas where errors were found in 
2008/09. The initial testing identified five specific areas with one or more 
errors which were then subject to additional testing by the Council where 
this had not already been covered by the 2008/09 risk based testing. The 
additional work identified further errors in 9 of the areas. All errors have 
been reported to the DWP in a qualification letter, a summary is included in 
the table below. 

 

Error type Sample 
size 

Number of 
errors 

Error value 
£s 

Error % Total 
possible 
impact 

     £s 

Non-HRA      

Overpayment classification 51 6 -330 2.95 -1,024 

Homeless B&B All 1 -2,227 1.09 -2,227 

Rent allowance      

Rent officer decision not on 
file 

46 4 -9,409 7.43 -427,661 

Rent rebate      

Recording income 60 3 -38 0.03 -875 

Overpayment classification 47 3 -534 8.80 -23,473 

No claim form 60 2 -5,860 3.91 -42,150 

Council tax benefit      

Recording of earnings 60 3 -16 0.04 -1,943 

Overpayment classification 41 1 -41 4.02 -13,193 

Local scheme      

Rent rebate recording of 
war pension 

60 2 -53 0.22 -116 

Council tax benefit 
recording of war pension 

60 3 -16 0.11 -48 

 

22 The total possible impact has been calculated by applying the error rate 
to the total value of the affected entry in the claim, using sub populations 
where possible. 
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23 In response to the results of the work the Council has agreed to take the 
following actions: 
■ Overpayment Classification: The Council has commissioned some 

additional training in this area to reinforce the new methods of working 
introduced in the year; 

■ Rent Officer Referral: The Council intends to carry out a check of all 
current cases subject to rent officer referral arrangements, and will 
review their weekly checking procedures; and  

■ Missing Claim Form: The Council intends to carry out a search of the 
current caseload to identify whether any further cases are affected. 
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Appendix 1  Summary of 2009/10 certified 
claims 

Claims and returns above £500,000  
 

Claim Value 

£ 

Adequate 
control 
environment 

Amended Qualification 
letter 

Housing and 
council tax 
benefit 

72,029,283 No No Yes 

Pooling of 
housing 
capital 
receipts 

5,872,697 Yes Yes No 

Surestart 8,332,421 Yes No No 

Housing 
subsidy final 

2,362,437 No Yes No 

Housing 
subsidy 
advance 

not 
applicable - 
base data 

No Yes No 

NNDR 65,980,150 Yes Yes No 

Teachers 
pensions 

12,901,764 Yes No No 

Single 
programme 

5,531,936 Yes No No 
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Claims between £100,000 and £500,000   
 

Claim Value 

£ 

Amended 

Disabled 
facilities 
grant 

487,000 No 

School 
centred initial 
teacher 
training 

374,490 No 
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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: 
■ any director/member or officer in their individual capacity; or  
■ any third party.  
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