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Members of the Standards and Governance Committee 29 January 2019

Dear Standards and Governance Committee Members

We are pleased to report on our certification and other assurance work. This report summarises the results of our work on Gosport Borough
Council’s 2017-18 claims.

Scope of work
Local authorities claim large sums of public money in grants and subsidies from central government and other grant-paying bodies and must
complete returns providing financial information to government departments. In some cases these grant-paying bodies and government
departments require appropriately qualified reporting accountants to certify the claims and returns submitted to them.

From 1 April 2015, the duty to make arrangements for the certification of relevant claims and returns and to prescribe scales of fees for this
work was delegated to the Public Sector Audit Appointments Ltd (PSAA) by the Secretary of State for Communities and Local Government.
For 2017-18, these arrangements required only the certification of the housing benefits subsidy claim. In certifying this we followed a
methodology determined by the Department for Work and Pensions.

This report is intended solely for the information and use of the Standards and Governance Committee and management, and is not intended to
be and should not be used by anyone other than these specified parties.

We welcome the opportunity to discuss this report with you at the Standards and Committee on 13 February 2019.

Yours faithfully

Kevin Suter

Associate Partner

For and on behalf of Ernst & Young LLP

Gosport Borough Council

Town Hall, High Street

Gosport

Hampshire PO12 1EB
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This report is made solely to the Standards and Governance Committee and management of Gosport Borough Council. Our work has been undertaken so that we might state to the Standards and
Governance Committee and management of Gosport Borough Council those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do
not accept or assume responsibility to anyone other than the Standards and Governance Committee and management of Gosport Borough Council for this report or for the opinions we have formed. It
should not be provided to any third-party without our prior written consent.
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Housing benefits subsidy claim

Local Government administers the Government’s housing benefits scheme for tenants and can claim subsidies from the Department for Work and Pensions (DWP)
towards the cost of benefits paid.
The certification guidance requires reporting accountants to follow a programme of work specified by DWP.  Detailed case testing is carried out on an initial sample of 20
cases per benefit type.  More extensive ‘40+’ or extended testing is undertaken if initial testing identifies errors in the calculation of benefit or compilation of the claim.
40+ testing may also be carried out as a result of errors that have been identified in the certification of previous years claims.
We found errors and carried out extended testing in a number of areas.
Extended and other testing identified errors which the Council amended. They had a small net impact on the claim, as noted above, of £11,443.
We have reported underpayments, uncertainties and the extrapolated value of other errors in a qualification letter. The DWP then decides whether to ask the Council to
carry our further work to quantify the error or to claw back the benefit subsidy paid. We include in this report a summary of the main issues we reported in our
qualification letter, or which led to agreed amendments to the final subsidy claim, as follows:

Non Housing Revenue Account Rent Rebates: Incorrect Earned Income
► Initial testing identified one error, where the Council had incorrectly assessed the claimant’s earned income, resulting in both underpayment and overpayment of

benefit, as a result of multiple errors in the same case. As there is no eligibility for subsidy for benefit that has not been paid, the underpayment was not classified as
an error for subsidy purposes and has no impact on the claim.

► As the total population of non housing revenue account rent rebates claims with earned income was less than 100, extended testing was undertaken on the full
population. This identified one further error leading to overpayment of benefit.

► The total value of overpayment errors was below £0.50. As such, no amendment was required to the final subsidy claim. The over and underpayments identified were
reported as observations in our qualification letter.

Scope of work Results

Value of claim presented for certification £26,258,166

Amended/Not amended Amended – subsidy increased by £11,443  (final certified value £26,269,609)

Qualification letter Yes

Fee – 2017-18

Fee – 2016-17

£14,121

£10,801
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Housing benefits subsidy claim

Housing Revenue Account Rent Rebates: Incorrect Pension Income
► Initial testing identified one error, where the Council had incorrectly assessed the claimant’s pension income, resulting in underpayment of benefit.
► Our extended testing identified three further errors, two resulting in overpayment of benefit and one resulting in underpayment of benefit. As there is no eligibility for

subsidy for benefit that has not been paid, the underpayments were not classified as errors for subsidy purposes and have no impact on the claim. The extrapolated
impact of the overpayment errors results in overpayment of subsidy of £84. This was reported in our qualification letter.

Housing Revenue Account Rent Rebates: Incorrect Passporting
► Initial testing identified one error, where the Council had incorrectly assessed a claim as passported (automatically entitled to full housing benefit as a result of other

benefits received) for one period, resulting in overpayment of benefit.
► Our extended testing did not identify any further errors. The extrapolated impact of the initial sample error results in overpayment of subsidy of £8,997. This was

reported in our qualification letter.

Review of manual adjustments made in compiling the subsidy claim
► Our review of manual adjustments made in compiling the subsidy claim identified a small number of casting errors, resulting in incorrect entries in the draft subsidy

claim form.
► Agreed amendments were made to the final subsidy claim as a result, which increased total subsidy claimed by £11,443.
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The PSAA determine a scale fee each year for the certification of the housing benefits subsidy claim. For 2017-18, these scale fees were published by the Public
Sector Audit Appointments Ltd (PSAA’s) and are available on their website (www.psaa.co.uk).

2017-18 certification feesV
F
M

Claim or return 2017-18 2017-18 2016-17

Actual fee
£

Indicative fee
£

Actual fee
£

Housing benefits subsidy claim £14,121 £16,701 £10,801

The indicative scale fee for 2017/18 of £16,701 is based on the final fee charged in 2015/16.

Our final fee for 2017/18 is £14,121, a decrease of £2,580 arising from:

• Council housing benefits staff undertaking the initial case testing in 2017/18, reducing the total audit team hours required to complete the certification. Initial case
testing had been undertaken by Ernst & Young staff in 2015/16.

We have discussed and agreed the overall fee reduction and final fee with the Borough Treasurer.  The final fee is subject to agreement by Public Sector Auditor
Appointments Ltd.
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