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PURPOSE AND USE OF THIS REPORT 

This report summarises the main issues arising from our certification of grant claims and returns for the financial year ended 31 March 2017. 

Public Sector Audit Appointments Ltd (PSAA) regime 

PSAA has a statutory duty to make arrangements for certification by the appointed auditor of the annual housing benefit subsidy claim. 

We undertake the grant claim certification as an agent of PSAA, in accordance with the Certification Instruction (CI) issued by them after consultation with the Department for 

Work and Pensions (DWP).  

After completion of the tests contained within the CI the grant claim can be certified with or without amendment or, where the correct figure cannot be determined, may be 

qualified as a result of the testing completed. 

Other certification work 

A number of other grant claims and returns are not within the scope of our appointment by PSAA, but Departments may still seek external assurance over the accuracy of the 

claim or return.  

The Council has engaged us to carry out the following for the year ended 31 March 2017 for two other relevant pieces of work as follows: 

 

1. Agreed-upon procedures work based on the instructions and guidance provided by the Department for Education, of the Teachers’ pensions return. 

 

2. Agreed upon procedures work in connection with the Department for Transport (DfT) Capital Grant funding in connection with the Ashton Vale to Temple Meads and Bristol 

City Centre Metrobus Project. 

 

We recognise the value of your co-operation and support and would like to take this opportunity to express our appreciation for the assistance provided to us during our 

certification work. 

AUDIT QUALITY 

BDO is totally committed to audit quality. It is a standing item on the agenda of BDO’s Leadership Team who, in conjunction with the Audit Stream Executive (which works to 

implement strategy and deliver on the audit stream’s objectives), monitor the actions required to maintain a high level of audit quality within the audit stream and address 

findings from external and internal inspections. BDO welcome feedback from external bodies and is committed to implementing necessary actions to address their findings. 

We recognise the importance of continually seeking to improve audit quality and enhancing certain areas. Alongside reviews from a number of external reviewers, the AQR (the 

Financial Reporting Council’s Audit Quality Review team), QAD (the ICAEW Quality Assurance Department) and the PCAOB (Public Company Accounting Oversight Board who oversee 

the audits of US firms), the firm undertake a thorough annual internal Audit Quality Assurance Review and as member firm of the BDO International network we are also subject to 

a quality review visit every three years. We have also implemented additional quality control review processes for all listed and public interest audits.  

More details can be found in our latest Transparency Report at www.bdo.co.uk. 

INTRODUCTION 
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Below are details of each grant claim and return subject to certification by us for the financial year ended 31 March 2017.  Where our work identified issues which resulted in 
either an amendment or a qualification (or both), further information is provided on the following pages. An action plan is included at Appendix II of this report. 

 

 

KEY FINDINGS 

CLAIM OR RETURN VALUE (£) QUALIFIED? AMENDED? IMPACT OF AMENDMENTS(£) 

Housing benefit subsidy £175.8 million Yes Yes tbc 

DFT – Metrobus Capital Grant    £9.5 million No No n/a 

Teachers’ pensions contributions  

 

 £15.3 million Yes No A £646 underpayment of contributions was 

reported to Teachers Pensions and management 

have confirmed that this will be corrected in 

2017/18. 
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Local authorities responsible for managing housing benefit are able 
to claim subsidy towards the cost of these benefits from central 
government. The subsidy claim is substantial and the claim 
submitted by the Council for 2016/17 in aggregate amounted to £175 
million. 

The final value of subsidy for 2016/17 is claimed by submitting form 
MPF720A to the Department of Work and Pensions (DWP). The form 
is subject to auditor certification and the procedures that we need 
to complete (including the calculation of sample sizes for testing) 
are prescribed by PSAA and the DWP. 

Our work on this claim includes confirming that the Council is using 
the correct version of its benefits software and that this software 
has been updated with the correct parameters. Other procedures 
include agreeing the entries in the claim to underlying records. We 
also test a sample of cases from each benefit type to provide 
assurance that individual benefit awards have been calculated 
correctly and the relevant cost correctly reported on form MPF720A.  

One of the factors that can affect subsidy is the value of errors 
caused by overpayments where the Council has a lower threshold of 
approximately £813,000 and an upper threshold of approximately 
£915,000. If the total of the errors that lead to an overpayment of 
benefit are below the lower threshold, the Council receives full 
subsidy for these costs. If, however, the value of the errors is in 
excess of the upper threshold, no subsidy is received in respect of 
errors and the Council bears the cost. 

The draft claim submitted for audit had identified errors amounting 
to approximately £731,000 (i.e. below the lower threshold but only 
by approximately 10%). Accordingly, any errors identified as part of 
the audit process had the potential to impact the claim significantly. 

 

The PSAA/DWP auditor guidance requires the appointed auditor to test a sample of cases for the different 
types of housing related benefit. Following completion of the testing of this initial sample, the results are 
assessed and if any errors are identified, the guidance requires that a further additional sample is taken 
and subject to testing. 

The size of the initial sample is typically 20 cases and where an additional sample is required, typically this 
additional sample is 40 cases. On occasions, however, where an error is found to affect a small sub-
population of claimants, it may be necessary to test 100% of the population so that the error can be 
quantified without the need for estimation techniques.   

The initial testing covered the three main areas within the claim as follows: Non HRA Rent Rebates; HRA 
Rent Rebates; and Rent Allowances. Errors were identified in both of the HRA and non-HRA rent rebates 
sub-populations and accordingly additional samples needed to be selected for these two areas.  

We also noted errors within non-HRA Rent Rebates that were caused by an error in the Council’s software. 
It was therefore necessary to identify all cases that could have potentially been affected by the software 
error and agree with management the approach to calculate the impact of the error. We concluded that 
potentially 178 cases could have been affected and in order to evaluate the impact of the error on the 
overall claim, it was agreed that all 178 potentially affected cases should be tested. 

To calculate audit adjustments, it is necessary to combine the results of the initial testing with the 
additional testing and assess the impact of errors. Where it is evident that an error is not isolated, or 
where the whole population cannot be tested (unlike in the case note above with the 178 cases affected by 
the software error) the audit adjustment for the error is estimated by extrapolating the result of the 
testing across the whole of population within the cell on form MPF720A.  

Form MPF720A was amended by management before final submission to include the adjustments identified 
during our audit where it was possible to calculate a precise value for the error and these adjustments 
amounted to approximately £1,500.  

In order to calculate a precise value, however, it was necessary for both Council staff and BDO to perform 
significant additional work to check for the possibility of other similar errors within the claim. Without the 
additional testing, it would not have been possible to accurately quantify the error and in accordance with 
the PSAA rules, it would have been necessary to extrapolate the error in the original sample across the 
whole population which could have led to some very large adjustments.  

  

HOUSING BENEFIT SUBSIDY     FINDINGS AND CONCLUSION   
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HOUSING BENEFIT SUBSIDY FINDINGS AND CONCLUSION (continued) 

 The potential impact of relatively small errors can be illustrated by reference to the Council’s 2015/16 

claim. In this case it was necessary to extrapolate a relatively small error but this led to the Council’s 

grant for this service being reduced by approximately £450,000. 

The value of the errors in Council’s draft claim submitted to DWP in April 2017 amounted to approximately 

£731,000, and was below the 2016/17 lower threshold for errors of £813,000. However, while below the 

threshold, it did leave little headroom for further errors to be identified in the audit and any errors 

identified in the audit did have the potential to have significant impact upon the Council as even relatively 

small errors can lead to a significant reduction in grant income. 

It is therefore important that control arrangements to minimise the level of error are maintained. In 

addition, in this year’s audit we incurred significant additional time testing cases that were subject to a 

system error and therefore attention must also be paid towards ensuring that the Council’s software 

operates effectively and where it is identified that issues are arising, these are addressed promptly. 

The deadline for submission was 30 November 2017 but this was missed because of the need to undertake 

significant additional testing. Arising from this late submission, the Council has had some of its grant 

withheld pending receipt of the final claim.  

However, at the same time, the additional work performed by ourselves and the Council’s benefits team 

has meant that most of the errors identified in the initial testing have been isolated and calculated with 

precision avoiding the need for extensive use of estimation techniques. Accordingly, the result of the audit 

is expected to represent a significant improvement compared to 2015/16, with no deduction expected, in 

contrast to the deduction of £450,000. This is a good performance by the Benefits team.    

We have noted our observations and recommendations below. In addition, to illustrate the importance of 

ensuring the errors are not allowed to exceed thresholds imposed by DWP, we have also set out below the 

basis for calculating the penalties that would be imposed upon the Council if the aggregate value of the 

errors exceeds DWP lower and upper thresholds. 

We have identified two recommendations and also on page 7 we have set out details of the errors 

identified during the audit. 
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BENEFITS - Recommendations 

The management of the Council’s Benefits service is a major task and involves subsidy of approximately £185 million per annum. Currently there are approximately 36,000 claims 

that are live and in 2016/17 there were approximately 10,000 new claims processed. In addition, each year there are many thousands of changes of detail for individual claimant 

circumstances that can affect benefit entitlement. Given the scale of the operation, it is inevitable that there will be errors and administrative delays that cause overpayments. 

The challenge therefore is to ensure that the level of error is maintained at a level that is below the threshold where expenditure that is incurred in error does not exceed 

targets. 

To illustrate, in 2016/17, the Council had a lower threshold for error of approximately £813,000. Therefore if errors from claims are below this threshold, the Council will be fully 
compensated for this cost. If the error value exceeded this lower threshold, but is below an upper threshold of approximately £915,000, subsidy will be reduced by 60% of the 
total error. Accordingly an error rate that is between £813,000 and £915,000 would effectively lead to a subsidy penalty of between approximately £490,000 and £550,000.  

If the total error exceeds the upper threshold of £915,000, the effective penalty would increase further and all of this cost would fall on the Council. 

Given the importance of accurate processing and timely amendment to individual claims when changes occur, we have made the following recommendations:   

RECOMMENDATION 1 – SYSTEM PARAMETERS  

The main concern identified in our work related to an error in the Council’s benefits software that incorrectly attributed the wrong cost cap to certain types of accommodation. 

We identified this during our audit work and required the Benefits team to run a special report and check all potentially affected cases and for the audit team to re-test a 

sample of this population.  This was an extensive task and could have led to a substantial error leading to loss of subsidy. 

 

It is therefore very important that system parameters are maintained throughout the year and we therefore recommend that the Council’s procedures for ensuring system 

parameters are correct are reviewed. 

 

Management Comment 

The issue highlighted related to 178 cases and although identified by auditors, the isolation and subsequent work and checking was predominately undertaken by BCC staff within 
1 day of identification. 

 

The issue has been reported to Northgate (Benefits software supplier) who enabled the local authority to run the relevant identification reports. 

 

It is impossible to guarantee that any additional level of checking will always identify such a relatively small number of claims where the parameters are correct but application 
incorrect. However appropriate checking procedures will continue to be in place and reviewed on-going in this area, especially for any newly identified high risk areas.  
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RECOMMENDATION 2 – TRAINING AND COACHING OF STAFF  

The complex and detailed rules affecting a claimant’s right to benefit means that it is very important that staff receive appropriate training and support. Accordingly, training 
needs must be kept under regular review to ensure that benefits staff receive timely notification of changes to benefit rules and all new staff into the team are effectively 
coached and supported. 

 

Management Comment 

 
The Benefits Service recognises the complexity of benefit it administers and the need to review and refresh staff knowledge as well as the implementation of any legislation 
changes.  The training team has recruited a further training officer to undertake this role, as well as assist new entrant training, and is working closely to identify error trends 
both by type of error and/or with individual assessment staff, so this can be delivered in an effective and targeted  way. 

 

BENEFITS - Specific errors identified during the work 

BENEFIT TYPE ERROR TYPE IMPACT ON CLAIM 

Non-HRA Rent Rebates Duplicate payment identified Additional testing confirmed this was isolated and the claim has been amended. The 

error amounted to £265 and the claim form MPF720A has been amended. 

HRA Rent Rebates Duplicate payment identified Additional testing confirmed this was isolated and the claim has been amended. The 

amount of the error was £1,011 and the amendment has been made to claim form 

MPF720A.  

Non-HRA Rent Rebates We noted two errors involving the incorrect 

assessment of properties as “self-contained” 

when in fact they were not self-contained and 

therefore the incorrect benefit had been 

calculated leading to an overpayment. 

The volume of cases in these categories meant that it was not feasible to test 100% 

of the population and establish the exact error. Accordingly it was necessary to 

extrapolate this error across the population of the cell within MPF720A and the 

estimated error amounted to approximately £11,500.   

Non-HRA Rent Rebates The amounts that are allocated are subject to 

a cap with a maximum that may be claimed 

The errors were caused by the Council’s benefits application incorrectly applying the 

cap and therefore all cases that were potentially affected (178 in total) were 

examined. As a result of this additional testing we were able to confirm that there 

was no over claim of subsidy and accordingly there was no impact upon the claim 

because in all cases the amount claimed was lower than the actual cost to the 

Council. 
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DEPARTMENT FOR TRANSPORT CLAIM 

Department for Transport (DfT)  FINDINGS AND IMPACT ON RETURN 

The Council was able to claim £9.5 million of capital grant in 
connection with the Ashton Vale to Temple Meads and Bristol City 
Centre Metrobus scheme. 

 

In accordance with instructions prepared by the Department for 
Transport (DfT) we completed an assignment where we tested a 
sample of transactions relating to the scheme for compliance with 
the terms of the grant.  

Our audit did not identify any issues and the return was certified without qualification or amendment] 

 

 

 

TEACHERS’ PENSIONS RETURN 

 

TEACHERS’ PENSIONS FINDINGS AND IMPACT ON RETURN 

Local authorities that employ teachers are required to deduct 
pension contributions and send them, along with employer’s 
contributions, to the Teachers’ Pensions office (the body which 
administers the Teachers’ Pension Scheme on behalf of the 
Department for Education).  

 

The contributions to Teachers Pensions are summarised on an End of 
Year Certificate (EOYC) and an independent auditor is required to 
certify the accuracy of the EOYC. This work is not within the PSAA 
certification regime and therefore we agree a separate ‘agreed-upon 
procedures’ letter of engagement with the Council to provide an 
assurance report that can be submitted to Teachers pensions with 
the EOYC. 

In total, contributions paid to Teachers Pensions in 2016/17 
amounted to approximately £15 million. 

We completed the majority of the agreed tests without identifying any issues. We did, however, note that 
for a small number of teachers within our sample, the contributions which are tiered (i.e. the percentage 
rate increases as salary increases) had not been calculated using the correct rate.  

 

The issue was brought to the attention of management for further investigation. The underpayment of 
contributions amounting to £646 and identified in our sample was included in our auditor report that was 
submitted Teachers Pensions with the EOYC and management confirmed that the correcting adjustment 
would be made in the December 2017 payroll. 

 

We completed our work within the prescribed timeframe and the Form EOYC was submitted to the Teachers 
Pensions Agency in advance of the deadline of 30 November 2017. 
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 2016/17 

FINAL 

£ 

 

 2016/17 
PLANNED 

£ 

 

  

EXPLANATION FOR VARIANCES 

PSAA regime      

Certification fee (Housing benefit 
subsidy claim) 

£30,628  £20,427  The base fee was set by PSAA but this fee is set on the basis 

that additional work is not required. However, we incurred 

significant additional costs due to the need to perform 

additional work to confirm the impact of errors identified 

during the audit on the claim.  

The revised fee includes the additional work that we have 

needed to do and will need to do before we can submit the 

claim. 

PSAA regime fees £30,628  £20,427   

 

Other certification work 

     

• DfT major capital schemes £5,000  £5,000  Not applicable 

• Teachers’ pensions return £7,650  £7,650  Not applicable 

Non PSAA certification fees £12,650  £12,650   

      

Total fees from all certification work £43,278  £33,077   

 

 

FEES SCHEDULE 



 

 

 

 

  

FOR MORE INFORMATION: 

GREG RUBINS 
Engagement lead  

T: 0238 088 1892E: 

greg.rubins@bdo.co.uk  

 

 

The matters raised in our report prepared in connection with the audit are those we 
believe should be brought to the attention of the organisation. They do not purport to be 

a complete record of all matters arising. No responsibility to any third party is accepted. 

BDO LLP is a corporate establishment under the Limited Liability Partnership Act 2000 
and a UK Member Firm of BDO International. BDO Northern Ireland, a separate 
partnership, operates under a licence agreement. BDO LLP and BDO Northern Ireland are 
both separately authorised and regulated by the Financial Conduct Authority to conduct 

investment business. 

Copyright ©2017 BDO LLP. All rights reserved.  
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