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1 Introduction and approach

Introduction

Various grant-paving bodies sequire exrernal certificanon of clams for grane or
subsidy and reruens of financial mformanon. As Derby Ciry Council's exremal
auditors, Grant Thornton UR. LLP undertakes certification work ar the Derby Ciry
Council (the Council), acting as an agent of the Audit Commission.

The Audie Commission makes cernficanon aranpements with grant-paying bodies
Tz meludes combirmang which clams and remeens reguare cernbication ang ssunng
certificaton matructions. These matructioms are tadored o each scheme and clearly
set ot the specific procedures 1o he apphed m examinmng a clam or renirn. The
Audir Commassson agrees the deadline for subnssion of each clamm by aurthonnes
and the deadline for cerntication by audinors.

Certification amangements
The Audir Commission's cernification arrangements are designed ro be propornonare
tor the claim or remurn: The arrangements for 200011 were:

#  for clams and retweng below 125000, cernhicaton g not eeguared by the audior
appoinred by the Audr Commuission, regardless of any stanrory cernfication
fequirement or any cernificanon requrement, set out in grant ferms and
conditions

o for chums and retums above C125,0000 and below C500,000, we are required o
perfonm hmeted tests o agree entries on the Chom o retuen 1o underdying records,
bust are o required o undertake any testing of the ehgbality of expenchture or
dara

0 201 2 Grani Thornton UK LLP. All rights resereed.

*  for clums and retums over CS00000, we are requared o assess the contral

environument for the preparaton of the clam o retoen and decide whether or nor
o place reliance on it Where reliance is placed on the conreol environment, we
are required o undertake henired resrs to agree entries on the clamm or eenien o
underving records but not o undertake anv testing of the eligibility of
expenditure or dara. Where reliance s not placed on the contmol enviconment, we
are required to undertake all the tests inthe relevant certificanon instructon and
use our assessment of the control enviconment o mfonn decigsions on the level of
resting reguired.

In determmmng whether we place relance on the contral envircmment, we comsaidler
other work we have underraken on the Councal’s financel ledger and any other
relevant svstems, and make approprate use of relevant mternal audir work where

possible.
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Our certificate

Folleradng our work on each clam or eetum, we ssue our certificate, The wordmg of
thig depends on the level of work performed, as set out above, statmg either the clanm
ar return 5 m acordance with the undedvmg reconds, or the clamm or retuen 15 Baely
stated and in accordance with the relevant terms and conditions. Ohr cermificare also
srares that the claim has been cerrified:

without gualification;
without qualitication but with agreed amendments incorporated by the Council;
or

# with g gualibcanon letrer fwith or wathout agreed amendments mcorporated by
the Coumgal).

Where a clamm 15 qualitied because the Councd has not complied with the sacr
requirements set our in the certfication mstruction, there is a risk that grane-paying
bodies will retain funding claimed by the Council, or claw back funding that has
already been provided or has not been returned.

In addibem, where clams or vetums require amendiment or are quahbed, thig mereases
the tme taken o undertake thig worek, which mmpaces on the cernficanon fee.

Acknowledgements
W would hike o ke thes opportumty i thank the Counal's officers for thear
asgatance and co-operaton dunng the course of the certihcaton process,

Grant Thornton UK LLF
Fabruary 2012
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2 Results of our certification work

Key messages

For the financial year 2010/11, we have certified ten claims and returns for the
Council, representing income in excess of £200 million. This represents both funding
claimed by the Council as well as other financial information.

The status of certified claims and returns is summarised in the table below.

Table One: Year on year comparison of certifications
Performance Target Target Achievement Achievement DoT

measure met? in 2010-11 in 2009-10
No. % No. %

Claims certified  100% % 6 60% 3 30% A
without
amendment or
qualification
Claims 0% % 1 10% 3 30% A
amended
Claims 0% % 3 30% 4 40% A
qualified

This demonstrates that the Council's petformance in preparing claims and returns has
improved since 2009/10.
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The Council's and our performance in meeting deadlines related to the certification of
the ten claims and returns in summarised in Table Two.

Table Two: Performance against deadlines
Performance Target Target Achievement Achievement DoT

measure met? in 2010-11 in 2009-10
No. % No. %

Claims 100% X 8 80% 9 90%
submitted by (of (of 4
Council 10) 10)
deadline!
Claims certified ~ 100% X 9 90% 9 90% =
by auditor (of (of o
deadline (or 10) 10)
within 3 months
of receipt)*

The Council's performance against targets in Table One and Two above shows that
there still continues to be improvement opportunities across a range of measures and
provides a platform for improvement in the future.

Details on the certification of all claims and returns are included at Appendix A.
Where we have concluded that an item is significant, further details are included in the
section of the report below entitled 'Significant issues'.

!'The Department of Communities and Local Government agreed that the Council's New
Deal for Communities claim could be submitted after the initial deadline.
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Certification work fees

Fach vear the Audie Commission sets a schedule of houdy rates for different levels of
staff, for work relatng to the certibcation of grant Clums and remeens. When balhing
the Council for this wock, we are reguored 1o vse these rates. They are showm m
Tahle Three below.

Table Thres: Hourly rates for certifying claims and returns for 2010011

Role 2010,/11 2009/ 10
Engagement lead £325 £325
Manager L1850 L180
Senior auditor £115 £115
Cither staft IS L85

Chur fee for cernfication work ar the Council i 2000171 12 estoraned at £103,657,
compared m 127875 for 20009710, Our fees are not vet finalised becanse, ar the
e of wotmg, one grant, Mew Deal for Comanuines, has been concluded But not
yet certified. Detals of our fee by clamn and returm and how this compares o lase
vear are included ar Appendix A

Cost of reporting to those charged with governance

The cosr of reportng m those charged with governance on the results of cerntication
work 15 a requirement of section 28 of the Aadr Commission Act 1998, This s for
trme allocated to produce this report and present it o those charged with governance.
The cost of this is apportioned over cach grant cernfied and not reported as a
separate item, The total cost apportoned across all prants for 2000/11 of reporting
to those charged with povemance s L1200, Thes s consistent with the fee charged in
200910, due 1o there bemg no sigmbicant new #50es 0 report.

Significant issues

Amendments and quabibcanonsg, where appheable, are e out at Appendix A ona
claim by clam basis. This secrion of the seporr provides further deral of any
spgnificant ssues relating o those amendments and qualificanions as well as any other
iz=ues dentified dunng the course of our 20010,/11 cernfication work that we consider
appropriate o bring o your attentien.
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f the clams and renarns submatred for cerrificanon the mosr sigmiticant fndings
were i relation m:

*  Housing and Council Tax Benetirs Scheme
*  Housing Finance Base Dara Retum

Housing and Councll Tax Benefits Scheme
Local authorities are responsible tor administering housing benefit and council tax

benefit schemes claim subsidies from the Depanment for Work and Pensions
FEET towards the cose of benefits,

Followanng the significant number of errors wdennfied during our work on the 2000710
clamm, and the likely repayment of subsidy to the DWTE, the Councl invested
substanmal ome in 201011 in mproving the accuracy of daims gomng forward. Thas
mecluded the revies: of over 1RO cases and has conmbuted o a reduction in the
number of errors foumd durmg our 200011 cernficanon work,

There are a number of areas where erroes continue 1o be idennfied, however, and the
Council is reviewing these o determime where further traming s required prior to our
certitication of the 2011712 claim.

We would nore thar the Council’s progress m this area has led 1o 2 reducnon m
cerfitication fees, as sef our ar Appendm A, We will confinue to discuss with officers
how further efficiencies can be made in the certification process.

Housing Finance Base Data Return

Houzing Revenue Accounts subsidy (HRAS) is payable by the Department of
Communities and Local Government (IMCLG), o reflect any shortfall /surplus
between expendiure and income on the authority's nononal Housmg Revenue

Account (HEA),

The Council adopted the same methodology for preparing the return m 2000/11 as in
prior vears, wherehy HRA property and occupancy details were gathered from Decby
Homes, the Council’s annm's length management ongamsanion, ad from the Academy
housing system. As a resule, many of the msues noted in 200910 reoccurmed inour
testmg i 200011 namely a number of classificanon ervors were still wdentified, This
clamm will not be cernfied m 2001 ,/12 due 1o the mroducton of HREA self-tmancing.



A Details of claims and returns certified for 2010/11

Fee 2010/11 Fee 2009/10

Explanation for any fee

Claim or return Value (£) Certificate Summary £) (£) increase of more than 10%
Housing and Council 96,803,091 Qualified See main body of report for details. The claim was 69,817 86,591 Our 2010/ 11 fee includes £,7,817 for
Tax Benefits Scheme certified following adjustment by the Council and our follow np work on the 2009/ 10
accompanied with a qualification letter clain.
Pooling of Housing 795,694 Without The claim was certified to be in accordance with the 1,588 1,860
Capital Receipts qualification ~ undetlying records without qualification
General Sure Start 11,056,739 Without The claim was certified to be in accordance with the 4,243 6,505
Grant qualification ~ underlying records without qualification
HRA Subsidy Return (1,224,094) As amended  The claim was certified to be in accordance with the 3,808 5,030
underlying records without qualification, but with
agreed amendments incorporated by the Council
Housing Finance Base n/a Qualified See main body of report for details. The claim was 3,645 6,598
Data Return certified following adjustment by the Council and
accompanied with a qualification letter
Disabled Facilities Grant 675,000 Without The claim was certified to be in accordance with the 1,573 1,400 Equivalent to two hours
qualification ~ underlying records without qualification additional testing required to
complete the certification of the
claim
National Non Domestic 73,246,510 Without The claim was certified to be in accordance with the 3,988 5,510
Rates Return qualification  undetlying records without qualification
Teachers’ Pensions 16,397,020 Without The claim was certified to be in accordance with the 4,670 5,791
Return qualification ~ underlying records without qualification
New Deal for 789,467 Qualified Certification due by 1 March, but is expected to be 6,000 5,785
Communities qualified regarding the completeness of (estimated)
documentation around the asset register for grant
funded assets.
Local Transport Plan: 5,393,964 Without The claim was certified to be in accordance with the 4,325 2,805 Equivalent to two days additional
Major Projects qualification ~ undetlying records without qualification testing that was required to
complete the certification of the
claim
Total 203,933,391 103,657 127,875
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